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Juneau, AK. 99801-2197

HB 85, teacher licensing and discipline

Dear Representatives Therriauit and Mulder:

I am wri ting in support of HB 85. This bill enhances the state’s ability to protect students and 
the integrity of educators by strengthening, .streamlining, and consolidating licensure and 
discipline provisions for members of the teaching profession.

The bill incorporates the direction from the Board of Education to change a teacher "certificate” 
to a “license.” The name of the “Professional Teaching Practices Commission” would be 
changed to “Educator Ethics Commission,” to shorten the name and more accurately reflect the 
commission’s functions.

Among the bill’s provisions are new sections governing applications and denial of applications 
for teaching licenses. The current regulatory provision requiring criminal history background 
checks for applicants would be strengthened and placed in statute. The bill would also compile, 
for the first time, the grounds for denial of an application or for putting conditions on a teaching 
license.

The bill expands the range of available disciplinary sanctions beyond suspension or license 
revocation, tracking powers currently available to occupational licensing boards, such as being 
able to summarily suspend a license if the educator poses a clear and immediate danger. The 
commission also would gain the authority to impose a civil fine against a person who is 
regulated by state law, but is not required to hold a license. The bill contains provisions that 
would preclude a person whose license is suspended or revoked from employment as a member 
of the teacher profession, even if the position does not require a license.

The bill also would streamline current law by consolidating regulatory and statutory grounds for 
discipline into one statutory provision; allowing reciprocal discipline of an educator who was 
disciplined in another jurisdiction; and clarifying the procedure for revoking the license of a
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person convicted of certain sex crimes. In addition, the bill adds misrepresentation of a material 
fact on an employment application as a ground for discipline.

In rewriting the procedures and requirements for reinstatement of a suspended or revoked 
license, the bill would expand from one year to five years the waiting period for reinstatement. 
Finally, the bill contains new provisions to protect the confidentiality of minors and of 
investigatory files, and provides immunity from liability for persons who participate in good 
faith in certain investigations and proceedings of the commission or the Department of 
Education. My communications with the Alaska Association of School Administrators and the 
Association of Alaska School Boards .indicate that they both supj: •" ’he bill.

Teresa Williams, in the Department of Law, is separately providing a sectional analysis of the 
bill. Both she and I will be available to testify at your hearing on the bill.

Sincerely,

Sanna Green 
Executive Director

cc: Beth Lape, Department of Education Legislative
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ATTACHMENT 
Fiscal Note for HB 87

House Bill 87 provides statutory language to allow a federal “Reed Act” distribution 
conditional on requirements established in the federal Balanced Budget Act of 1997.

A federal “Reed Act” distribution is a transfer o f excess collections of Federal 
Unemployment Tax Act (FUTA) tax. When adequate funds have been collected to meet 
federal ceilings on sub-accounts in FUTA then the excess is made available for 
distribution back to the states.

Current state statute A.S. 23.20.145 (f) allows these “Reed Act” funds to be used for the 
payment of unemployment benefits and the administration of both the employment 
services and the unemployment insurance programs. The Balanced Budget Act of 1997 
specified that a distribution scheduled for federal fiscal years 1999,2000, and 2001 
would be limited to the administration o f the Unemployment Insurance program. The act 
also required that states pass enabling legislation in order to receive these funds.

The national distribution is anticipated to be $100 million annually for the three years. 
Each state’s share of the “Reed Act” distribution will be prorated based on the percentage 
o f FUTA tax receipts collected from that state. Alaska’s estimated share of the $100 
million is anticipated to be between $600,000 and $700,000.

Under federal procedures, states have two years Ifom the time the “Reed Act” funds are 
appropriated by the state legislature to obligate these funds. It is expected these funds 
will be utilized to enhance data processing upgrades beginning in FY2001 and will likely 
be applied to the existing FY2000 capital budget request to redesign the automated 
Unemployment Insurance tax system. That request is currently before the legislature and 
is included in HB 52 and SB 32 in the amount of $2,600,000.

Page 2 o f 2



A L A S K A  S T A T E  L E G I S L A T U R E

House of Representatives

L A B O R  8 C O M M E R C E  C O M M IT T E E . C H A IR M A N  

J U D IC IA R Y  C O M M IT T E E  M E M B E R  

L E G IS L A T IV E  C O U N C IL . M E M B E R
S P E C I A L  C O M M IT T E E  O N  U T IL IT Y  R E S T R U C T U R I N G , M E M B E R  

S P E C I A L  C O M M IT T E E  O N  E C O N O M IC  D E V E L O P M E N T  «  

T O U R IS M , M E M B E R

COMMITTEE ASSIGNMENTS

e-m ail: R e p re se n la liv e _ N o rm a n _ R o k e b e fg @ le g is .s ta te .a k .u s

R e p re s e n ta tiv e  N o rm a n  R oke be rg

IN T E R IM
71G  W E S T  4 T H  A V E N U E . S U IT E  6 4 0  
A N C H O R A G E .  AK  9 9 5 Q 1  

P H O N E  <9071 2 6 9 - 0 1 1 7  

FA X  1 9 0 7 ) 2 6 9 - 0 1 1 9

S E S S I O N
A L A S K A  S T A T E  C A P IT O L  

J U N E A U  A K  9 9 8 0 1 - 1 1 8 2  
P H O N E  <9071 4 6 5 - 4 9 6 8  
FAX < 9071 4 0 5 - 2 0 4 0

S P O N S O R  S T A T E M E N T  
C o m m ittee  S ub s titu te  fo r  House B il l  69 (L & C )

R E L A T IN G  T O  T H E  A L C O H O L IC  B E V E R A L  C O N T R O L  B O A R D

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

H B  69 w o u ld  extend the te rm in a tio n  date o f  the A lco h o lic  Beverage C o n tro l 
B oard  (A B C ) u n t il June 30, 2003. D u rin g  the last L eg is la tu re , the te rm in a tio n  date 
was extended to June  30, 1999, and i f  leg is la tion  does no t pass extend ing  the 
te rm in a tio n  date (his year, the b oa rd  w ill be in  its w in d  dow n year.

T h e  B oard  consists o f five  m em bers and is responsib le fo r  co n tro l, 
m an u fa c tu re , b a rte r, possession, and sale o f  a lcoho lic  beverages in the state. The  

Leg is la tive  A u d it ,  dated S eptem ber 8 ,1997, ind ica ted  th a t the B oard  was fu lf i l l in g  
its re sp o n s ib ility  by licensing establishm ents to m a n u fa c tu re , d is tr ib u te  o r sell 
a lcoho lic  beverages to the p u b lic  and e n fo rc in g  the a lcohol co n tro l laws in T it le  4.
A t  the tim e  the A u d it  was issued, the A u d ito r  recom m ended extend ing  the B oard  to 

June 30, 2002.

In  a d d itio n  to ex tend ing  th is  B oard , the b il l also makes o th e r revisions to 

A laska 's  liq u o r  laws:

1. A dds lim ite d  l ia b il ity  o rgan iza tions (i.e., lim ite d  l ia b il ity  
com panies and lim ite d  lia b il i ty  p a rtn e rsh ip s ) to come und e r the licensing a u th o r ity  
o f  the B oard . T h is  a d d itio n  w as requested by the Bo: rd .

2. P erm its  the h o ld e r o f  a beverage d ispensa ry /b rew pu b  license to
sell th e ir  beer at a no the r licensed prem ises o f  the same licensee.

2. P erm its  the h o ld e r o f  a beverage d isp ensa ry /b rew pu b  license to
sell the ho lde r's  m a n u fa c tu re d  beer to a w ho lesa ler licensed u n d e r AS 04.11.160

3. P erm its  the h o ld e r o f  a b re w p u b  license w ho fo rm e rly  held a
b re w ery  license and a re s ta u ra n t o r eating place license and w ho, u n d e r the fo rm e r 
license, m a n u fa c tu re d  beer a t a loca tion  o th e r than the premises licensed unde r the 
fo rm e r re s ta u ra n t o r ea ting  place license to : m a n u fa c tu re  n o t m ore than 75,000 
gallons o f  beer; p ro v id e  sm all sam ple o f beer; sell the m a n u fa c tu re d  beer on 
prem ises licensed to the licensee, to a w holesaler, o r  to an in d iv id u a l present on the

mailto:Represenlalive_Norman_Rokebefg@legis.state.ak.us


prem ises w here  the beer is m a n u fa c tu re d  (n o t m ore  tha n  five  ga llons a day to the 

in d iv id u a l) .
4. P e rm its  a package store  licensee to d e liv e r n o t m ore  than  tw o  

bottles o f  w ine  o r cham pagne in  a g if t  basket w ith  a f lo ra l a rra n g e m e n t to a cru ise 

sh ip  passenger o r hote l guest.
5. P erm its  a package store  licensee to  d e liv e r a lco ho lic  beverages 

to a responsib le  a d u lt a t a socia l event (i.e., w e dd ing  reception). D e liv e ry  m ust be 
m ade between the hours  o f  8:00 a.m. and 5:00 p.m .

6. P e rm its  a "c o rk a g e " p o licy  to  be adopted by the  licensee. 
"C o rk a g e "  is w here  j person is p e rm itte d  to b r in g  a b o ttle  o r  bo ttles o f  fin e  w ine  
in to  a re s ta u ra n t, w ith  the perm iss ion  o f  the licensee. T he  w ine  is then tu rn e d  over 
and served by employees o f  a licensee and a fee is charged ("c o rk a g e  fe e ") fo r  stem 

w are , etc.

T he  B oa rd  does serve p u b lic  safety, hea lth  and w e lfa re  purposes.

Y o u r  s u p p o rt o f th is  leg is la tion  w o u ld  be apprecia ted.

E D 2:03/09/99



Sectional Analysis o f HB 87.

’’he Legislature intends for Alaska to be eligible to receive, in the Alaska account 
of the federal Unemployment Trust Fund, a share of a federal "Reed Act" 
distribution of the $100 million being distributed for each of the federal Fiscal 
years ending in 1999, 2000, 2001.

S ection  2: U n e m p lo y m e n t T r u s t  F u n d

Despite language in the current statute, AS 23.20.145(f) funds received under this 
special distribution are to be used solely for the purpose of administering the U1 
program (a condition of receipt). Existing language passed to allow receipt of 
regular Reed Act distributions allowed expanded use of the funds including direct 
payment of UI benefits and administrative costs of the Employment Services 
program. As these limited provisions apply only to the special distributions 
capped at $100 million for the federal fiscal years ending in 1999, 2000. 2001 it is 
anticipated that all distributions will have been made well in advance of the 
Federal fiscal year ending September 30, 2002.

Section 3: D e fin itions

Self-explanatory

Section 4: Repeal

As the special limitations relating to the distributions limited to these three years 
will not apply to future distributions, the Attorney General’s office felt that a 
“sunset” clause for this legislation set for the day after the last possible 
distribution date would be appropriate. Hence this section repeals the earlier 
provisions of this Act on October I, 2002.

Section 5: E ffective  date

This act to take affect immediately.

Secton I: Intent
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March 4, 1999

The Honorable Norman Rokeberg 
Alaska State Legislature 
Room 24 
State Capitol 
Juneau, AK 99811

Dear Representative Rokeberg: - ' '

This is in response to your request for documentation o f  the federal legislation requiring 
HB87. This bill puts a limitation on the use of federal “Reed Act” distributions to the 
State of Alaska based on requirements in the federal Balanced Budget Act of 1997.

Attached is the Unemployment Insurance Program Letter (UTPL) 44-77 which refers to 
and describes the balanced budget act of 1997 (public law 105-33) by section. The UIPL 
44 -77, pages 1, 4 and 6, identifies section 5403 of the balanced budget act as the exact 
citation requiring the use of the “Reed Act” be limited to the “administration of the 
Unemployment Compensation program.” Also enclosed is a copy of the federal 
Balanced Budget Act of 1997, Section 5403, entitled, “special distribution to states from 
unemployment trust fund.

If you need any further information, please let me know.

Sincerely,

Dwight Perkins 
Deputy Commissioner

Attachments



Date: 3/4/99
Sender: Dan Kanouse 
To: Dwight Perkins
P rio r ity : Normal
Subject:draft letter to Rokeberg - re:fed citations for HB87
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B i l l  S u m m a r y  &  S t a t u s  f o r  t h e  1 0 5 t h  C o n g r e s s

NEW  SEA RCH  1 H O M E  1 HELP

-X- H.R.2015 (Major Legislation)
-tf-Public Law: 105-33 (08/05/97) Text. PDF, Line Item Veto: See Actions 

SPONSOR: Rep Kasich (introduced 06/24/97)
A bill to provide for reconciliation pursuant to subsections (b)(1) and (c) o f section 105 of the concurrent 
resolution on the budget for fiscal year 1998.

All Bill Summary & Status Info (except Bill Text)

Titles

Status:

• Detailed Legislative Status
• Floor/Executive Actions
• Congressional Record Page References

Committees:

• Referral. Reporting, Origin. Subcommittees
• Other Committee Information

Amendments

Subjects

Cosponsors (None)

Summary

Text of Lecislation
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THE FOLLOWING LANGUAGE WAS INCLUDED IN THE FINAL BUDGET RECONCILIATION 
BILL THAT WAS SIGNED INTO LAW BY THE PRESIDENT ON AUGUST 5, 1997.

H.R.2015

Balanced Budget A ct o f 1997 (E n ro lled  B i l l  (Sent to President))

S u b tit le  E -U n e m p lo y m e n t  C o m p e n s a tio n

SEC. 5403. SPECIAL DISTRIBUTION TO STATES FROM UNEMPLOYMENT 
TRUST FUND.

(a) IN GENERAL- Subsection (a) of section 903 (42 U.S.C. 1103(a)) is amended by adding at the 
end the following new paragraph:

'(3)(A) Notwithstanding any other provision of this section, for purposes of carrying out this 
subsection with respect to any excess amount (referred to in paragraph (1)) remaining in the 
employment security administration account as o f the close o f fiscal year 1999, 2000, or 2001, 
such amount shall—

'(0  to the extent of any amounts not in excess o f 5100,000,000, be subject to subparagraph
(B), and

'(ii) to the extent of any amounts in excess of 5100,000,000, be subject to subparagraph (C).

'(B) Paragraphs (1) and (2) shall apply with respect to any amounts described in subparagraph
(A)(i), except that-

'(i) in carrying out the provisions of paragraph (2)(B) with respect to such amounts (to 
determine the portion of such amounts which is to be allocated to a State for a succeeding 
fiscal year), the ratio to be applied under such provisions shall be the same as the ratio that—

'(I) the amount of funds to be allocated to such State for such fiscal year pursuant to 
the base allocation formula under title III, bears to

'(II) the total amount of funds to be allocated to all States for such fiscal year pursuant 
to the base allocation formula under title III,

as determined by the Secretary of Labor, and

'(ii) the amounts allocated to a State pursuant to this subparagraph shall be available to such 
State, subject to the last sentence of subsection (c)(2).

Nothing in this paragraph shall preclude the application of subsection (b) with respect to any 
allocation determined under this subparagraph.

'(C) Any amounts described in clause (ii) of subparagraph (A) (remaining in the employment 
security administration account as of the close of any fiscal year specified in such subparagraph) 
shall, as o f the beginning of the succeeding fiscal year, accrue to the Federal unemployment 
account, without regard to the limit provided in section 902(a).'.

(b) CONFORMING AMENDMENT- Paragraph (2) o f section 903(c) of the Social Security Act is 
amended by adding at the end, as a flush left sentence, the following:

■¥? 'Any amount allocated to a State under this section for fiscal year 2000, 2001, or 2002 may be
used by such State only to pay expenses incurred by it for the administration of its unemployment

i o f2 3 / 4 / 9 9  1 0 :0 3  A M
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CLASSIFICATION

U .  S .  D e p a r t m e n t  o f  L a b o r U I

Employment and Training Ad m i n i s t r a t i o n  
Washington, D.C. 20210

CORRESPONDENCE SYMBOL

T E U L

DATE

O c t o b e r  9, 1 9 9 7

D I R E C T I V E  : U N E M P L O Y M E N T  I N S U R A N C E  P R O G R A M  L E T T E R  N O .  4 4 - 9 7

T O  :

F R O M  : G R A C E  A .  K I L B A N E

D i r e c t o r

U n e m p l o y m e n t  I n s u r a n c e  S e r v i c e

S U B J E C T  : T h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7  a n d  t h e

T a x p a y e r  R e l i e f  A c t  o f  1 9 9 7

1 .  P u r p o s e . T o  a d v i s e  t h e  S t a t e s  o f  a m e n d m e n t s  m a d e  t o  

F e d e r a l  l a w  b y  t h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7  a n d  t h e  

T a x p a y e r  R e l i e f  A c t  o f  1 9 9 7  a f f e c t i n g  t h e  F e d e r a l - S t a t e  

U n e m p l o y m e n t  C o m p e n s a t i o n  ( U C )  p r o g r a m .

2 .  R e f e r e n c e s . T h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7  ( B B A )  , P . L  

1 0 5 - 3 3 ;  t h e  T a x p a y e r  R e l i e f  A c t  o f  1 9 9 7  ( T P R A ) , P . L .  1 0 5 - 3 4 ,  

t h e  P e r s o n a l  R e s p o n s i b i l i t y  a n d  W o r k  O p p o r t u n i t y  R e c o n c i l ­

i a t i o n  A c t  o f  1 9 9 6  (P R W O R A . ) , P . L .  1 0 4 - 1 9 3 ;  t h e  I n t e r n a l  

R e v e n u e  C o d e  o f  1 9 8 6  ( I R C ) , i n c l u d i n g  t h e  F e d e r a l  U n e m p l o y ­

m e n t  T a x  A c t  ( F U T A ) ; t h e  S o c i a l  S e c u r i t y  A c t  ( S S A ) ; a n d  

U n e m p l o y m e n t  I n s u r a n c e  P r o g r a m  L e t t e r s  ( U I P L s )  N o s .  2 8 - 8 7 ,  

4 5 - 8 9 ,  1 2 - 9 1 ,  1 1 - 9 2  a n d  3 7 - 9 6 .

3 .  B a c k g r o u n d . T h e  E B A  a n d  t h e  T P R A ,  b o t h  e n a c t e d  o n  

A u g u s t  6, 1 9 9 7 ,  m a d e  s e v e r a l  c h a n g e s  a f f e c t i n g  t h e  U C  

p r o g r a m .  T h i s  U I P L  p r o v i d e s  i n f o r m a t i o n  o n  e l e v e n  a m e n d ­

m e n t s  m a d e  b y  t h e  B B A  a n d  f o u r  a m e n d m e n t s  m a d e  b y  t h e  T P R A .  

T h e  a m e n d m e n t  d i s c u s s e d  i n  i t e m  4 . a . ,  r e l a t e d  t o  d i s c l o s u r e  

o f  U C  i n f o r m a t i o n ,  m a y  r e q u i r e  S t a t e s  t o  a m e n d  t h e i r  l a w s  t o  

m e e t  F e d e r a l  U C  l a w  r e q u i r e m e n t s .  I n  a d d i t i o n ,  S t a t e s  w i l l  

n e e d  t o  a m e n d  t h e i r  l a w s  t o  i m p l e m e n t  t h e  s p e c i a l  R e e d  A c t  

t r a n s f e r s  d i s c u s s e d  i n  i t e m  6 . b .  F i n a l l y ,  S t a t e s  w i l l  n e e d

R E S C I S S I O N S E X P I R A T I O N  D A T E

N o n e C o n t i n u i n g



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

t h e  c o n t i n u o u s  l e v y  d i s c u s s e d  i n  i t e m  1 2 .

4 .  S e c t i o n s  5 2 0 1  a n d  5 5 3 3 ,  B B A :  N a t i o n a l  D i r e c t o r y  o f  N e w

H i r e s  ( " N a t i o n a l  D i r e c t o r y " ) .

a .  S e c t i o n  5 2 0 1 ,  B B A .  D i s c l o s u r e  t o  N a t i o n a l  D i r e c t o r y . 

S e c t i o n  3 0 3 ( h ) ( 1 ) ,  S ? A ,  a s  a m e n d e d  b y  t h e  P R W O R A ,  r e q u i r e s  

S t a t e s ,  a s  a  c o n d i t i o n  o f  r e c e i v i n g  U C  a d m i n i s t r a t i v e  

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

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

N a t i o n a l  D i r e c t o r y .  S e c t i o n  3 0 3 ( h ) ( 1 ) ( C ) ,  a s  a m e n d e d  b y  t h e  

P R W O R A ,  a l s o  r e q u i r e d  S t a t e s  t o  e s t a b l i s h  s u c h  s a f e g u a r d s  a s  

t h e  S e c r e t a r y  o f  L a b o r  d e t e r m i n e s  a r e  n e c e s s a r y  t o  i n s u r e  

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

4 5 3 ( i ) ( l )  f S S A I  i n  c a r r y i n g  o u t  t h e  c h i l d  s u p p o r t  e n f o r c e ­

m e n t  p r o g r a m  u n d e r  t i t l e  I V " o f  t h e  S S A .  ( E m p h a s i s  a d d e d . )  

T h e  B B A  d e l e t e d  t h e  u n d e r s c o r e d  l a n g u a g e  a n d  s u b s t i t u t e d  

" s u b s e c t i o n s  ( i ) ( l ) ,  ( i ) ( 3 )  a n d  ( j )  o f  s e c t i o n  4 5 3 . "  T h i s  

a m e n d m e n t  m a k e s  c l e a r  t h a t  S t a t e s  m u s t  a u t h o r i z e  t h e  

d i s c l o s u r e  o f  U C  i n f o r m a t i o n  t o  t h e  N a t i o n a l  D i r e c t o r y  f o r :

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

A s s i s t a n c e  t o  N e e d y  F a m i l i e s  p r o g r a m ,  t h e  

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

" o t h e r  p u r p o s e s "  s p e c i f i e d  i n  S e c t i o n  4 5 3 .

( S e c t i o n  4 5 3  (i) ( 1 ) ,  S S A . )  T h e  " o t h e r  p u r ­

p o s e s "  a r e  s p e c i f i e d  i n  S e c t i o n s  4 5 3 ( i ) ( 3 )  

a n d  ( j ) ,  S S A ,  d e s c r i b e d  b e l o w .

o  U s e  i n  t h e  a d m i n i s t r a t i o n  o f  t h e  e a r n e d  

i n c o m e  t a x  c r e d i t  b y  t h e  I n t e r n a l  R e v e n u e  

S e r v i c e  ( I R S ) .  ( S e c t i o n  4 5 3 ( i ) ( 3 ) ,  S S A . )

o  V e r i f i c a t i o n  o f  i n f o r m a t i o n  i n  t h e  N a t i o n a l

D i r e c t o r y  b y  t h e  S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n ;  

c o m p a r i s o n s  w i t h  t h e  F e d e r a l  C a s e  R e g i s t r y  o f  

C h i l d  S u p p o r t  O r d e r s  a n d  o t h e r  c h i l d  s u p p o r t  

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

A d m i n i s t r a t i o n ;  a n d  r e s e a r c h  r e l a t e d  t o  

T r a n s i t i o n a l  A s s i s t a n c e  t o  N e e d y  F a m i l i e s  o r  

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

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

( S e c t i o n  4 5 3  (j ), S S A . )

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

t i v e  a s  o f  t h e  d a t e  o f  e n a c t m e n t  o f  t h e  E B A .  H o w e v e r ,  a s  

d i s c u s s e d  i n  U I P L  3 7 - 9 6 ,  p a g e s  6  a n d  7, t h e  e f f e c t i v e  d a t e  

o f  t h e  d i s c l o s u r e  r e q u i r e m e n t s  i n  S e c t i o n  3 0 3 ( h ) , S S A ,  f o r
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U C  c o n f o r m i t y  p u r p o s e s  i s  e i t h e r  O c t o b e r  1 ,  1 9 9 7 ,  o r , i f  t h e  

S t a t e  q u a l i f i e s  f o r  a  g r a c e  p e r i o d ,  J a n u a r y  1 ,  1 9 9 8 .

S t a t e s  w i l l  n e e d  t o  r e v i e w  t h e i r  U C  l a w s  a n d  r e g u l a t i o n s  t o  

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

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

p r o v i d e d  t o  t h e  N a t i o n a l  D i r e c t o r y .  E a c h  S t a t e  m u s t  t a k e  

a l l  a c t i o n s  n e c e s s a r y  t o  e n s u r e  t h a t  i t  w i l l  m a k e  s u c h  

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

p a r a g r a p h .

b .  S e c t i o n  5 5 3 3 .  B S A : T e c h n i c a l  A m e n d m e n t . S e c t i o n

4 5 3 A ,  S S A ,  r e q u i r e s  e a c h  S t a t e  t o  e s t a b l i s h  a  D i r e c t o r y  o f  

N e w  H i r e s .  S e c t i o n  4 5 3 A ( g ) ( 2 ) ( B ) , S S A ,  a s  a d d e d  b y  P R W O R A ,  

s p e c i f i c a l l y  c i t e d  a  p r o v i s i o n  o f  F e d e r a l  U C  l a w :

W a g e  a n d  U n e m p l o y m e n t  C o m p e n s a t i o n  I n f o r m a t i o n . — T h e  S t a t e  

D i r e c t o r y  o f  N e w  H i r e s  s h a l l ,  o n  a  q u a r t e r l y  b a s i s ,  

f u r n i s h  t o  t h e  N a t i o n a l  D i r e c t o r y  o f  N e w  H i r e s  

e x t r a c t s  o f  t h e  r e p o r t s  r e q u i r e d  u n d e r  s e c t i o n  

3 0 3  fa) (6) f S S A l  t o  b e  m a d e  t o  t h e  S e c r e t a r y  o f  L a b o r  

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

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

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

H e a l t h  a n d  H u m a n  S e r v i c e s  s h a l l  s p e c i f y  i n  

r e g u l a t i o n s .  [ E m p h a s i s  a d d e d . ]

S i n c e  t h e  S e c r e t a r y  o f  L a b o r  d o e s  n o t  r e q u i r e  t h e  s u b m i t c a l  

o f  d a t a  o n  i n d i v i d u a l s  u n d e r  S e c t i o n  3 0 3 ( a ) ( 6 ) ,  S S A ,  t h i s  

p r o v i s i o n  c r e a t e d  a  t e c h n i c a l  p r o b l e m .  T h e  B B A  d e l e t e d  t h e  

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

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

t o  t h e  S e c r e t a r y  o f  H e a l t h  a n d  H u m a n  S e r v i c e s .  N o r  d o e s  i t  

c h a n g e  t h e  f a c t  t h a t  b o t h  t h e  F U T A  a n d  t h e  S S A  c o n t i n u e  t o  

r e q u i r e  U C  a g e n c i e s  t o  p r o v i d e  w a g e  a n d  c l a i m  i n f o r m a t i o n  t o  

t h e  S t a t e  d i r e c t o r y .  S e e  U I P L  3 7 - 9 6 .

5 .  S e c t i o n  5 4 0 1 ,  B B A :  B a s e  P e r i o d s  a n d  t h e  P e n n i n o t o n

C a s e . I n  1 9 9 4  a n d  1 9 9 7 ,  t h e  U . S .  C o u r t  o f  A p p e a l s  f o r  t h e  

S e v e n t h  C i r c u i t  i s s u e d  t w o  o p i n i o n s  i n  l i t i g a t i o n  c o m m o n l y  

k n o w n  a s  P e n n i n g t o n . 2 2  F . 3 d  1 3 7 6  ( 7 t h  C i r .  1 9 9 4 ) ,  1 1 0

F . 3 a .  5 0 2  ( 7 t h  C i r .  1 9 9 7 ) .  I n  i t s  1 9 9 4  d e c i s i o n ,  t h e  C o u r t  

d e c i d e d  t h a t  a  S t a t e ' s  b a s e  p e r i o d  w a s  n o t  a n  e l i g i b i l i t y  

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

u n d e r  S e c t i o n  3 0 3 ( a ) ( 1 ) ,  S S A ,  a n d ,  t h e r e f o r e ,  s u b j e c t  t o  

F e d e r a l  j u r i s d i c t i o n .  I n  i t s  1 9 9 7  d e c i s i o n ,  t h e  C o u r t  r u l e d  

t h a t  I l l i n o i s '  b a s e  p e r i o d ,  c o n s i s t i n g  o f  t h e  f i r s t  f o u r  o f  

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

t e n t  w i t h  t h e  " m e t h o d s  o f  a d m i n i s t r a t i o n "  r e q u i r e m e n t .  T h i s



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

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

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

f o r  U C .  A s  a  r e s u l t  o f  t h e s e  d e c i s i o n s ,  S t a t e s  a n t i c i p a t e d  

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

p e r i o d s  t o  r e d u c e  t h e  l a g .

T h e  B B A  c l a r i f i e s  t h a t  t h e  b a s e  p e r i o d  i s  n o t  s u b j e c t  t o  t h e  

" m e t h o d s  o f  a d m i n i s t r a t i o n "  r e q u i r e m e n t .  T h e r e f o r e ,  i n  t h e  

D e p a r t m e n t ' s  v i e w ,  t h i s  l e g i s l a t i o n  f r e e s  S t a t e s  t o  d e t e r ­

m i n e  t h e i r  b a s e  p e r i o d s  w i t h o u t  r e g a r d  t o  t h e  " m e t h o d s  o f  

a d m i n i s t r a t i o n "  r e q u i r e m e n t .  S e c t i o n  5 4 0 1 ,  B B A ,  p r o v i d e s  a s  

f o l l o w s :

(a) I n  G e n e r a l .  N o  p r o v i s i o n  o f  a  S t a t e  l a w  u n d e r  

w h i c h  t h e  b a s e  p e r i o d  f o r  s u c h  S t a t e  i s  d e f i n e d  o r  

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

3 0 3 ( a ) ( 1 )  o f  t h e  S o c i a l  S e c u r i t y  A c t  ( 4 2  U . S . C .

5 0 3 ( a ) ( 1 ) ) ,  b e  c o n s i d e r e d  a  p r o v i s i o n  f o r  a  m e t h o d  o f  

a d m i n i s t r a t i o n .

( b )  D e f i n i t i o n s .  F o r  p u r p o s e s  o f  t h i s  s e c t i o n ,  t h e  

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

t h e  m e a n i n g s  g i v e n  t h e m  u n d e r  s e c t i o n  2 0 5  o f  t h e  

F e d e r a l - S t a t e  E x t e n d e d  U n e m p l o y m e n t  C o m p e n s a t i o n  A c t  o f  

1 9 7 0  [ E U C A ]  ( 2 6  U . S . C .  3 3 0 4  n o t e . )

( c )  E f f e c t i v e  D a t e .  T h i s  s e c t i o n  s h a l l  a p p l y  f o r  

p u r p o s e s  o f  a n y  p e r i o d  b e g i n n i n g  b e f o r e ,  o n ,  o r  

a f t e r  t h e  d a c e  o f  t h e  e n a c t m e n t  o f  t h i s  A c t .

" S t a t e  l a w , "  a s  d e f i n e d  i n  S e c t i o n  2 0 5 ( 1 0 ) ,  E U C A ,  " m e a n s  t h e  

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

S e c r e t a r y  u n d e r  s e c t i o n  3 3 0 4 "  o f  t h e  F U T A .  " B a s e  p e r i o d , "  

a s  d e f i n e d  i n  S e c t i o n  2 0 5 ( 6 ) ,  E U C A ,  " m e a n s  t h e  b a s e  p e r i o d  

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

y e a r . "  " S t a t e , "  a s  d e f i n e d  i n  S e c t i o n  2 0 5 ( 8 ) ,  E U C A ,  

i n c l u d e s  t h e  5 0  S t a t e s ,  t h e  D i s t r i c t  o f  C o l u m b i a ,  P u e r t o  

R i c o ,  a n d  t h e  U . S .  V i r g i n  I s l a n d s .

T h i s  a m e n d m e n t  d o e s  n o t  r e q u i r e  S t a t e s  t o  a m e n d  t h e i r  l a w s .

6 .  S e c t i o n s  5 4 0 2  a n d  5 4 0 3 ,  B B A :  I n c r e a s e  i n  F e d e r a l

U n e m p l o y m e n t  A c c o u n t  ( F U A )  C e i l i n g  a n d  S p e c i a l  D i s t r i b u t i o n  

t o  S t a t e s  f r o m  t h e  U n e m p l o y m e n t  T r u s t  F u n d . S e c t i o n  9 0 3 ,

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

i n  t h e  U n e m p l o y m e n t  T r u s t  F u n d  r e a c h  t h e i r  s t a t u t o r y  l i m i t s ,  

t h e  e x c e s s  a m o u n t s  w i l l  b e  t r a n s f e r r e d  t o  t h e  S t a t e s .  T h e s e  

a r e  c a l l e d  " R e e d  A c t "  d i s t r i b u t i o n s .  T h e  t h r e e  a c c o u n t s  a r ~



t h e  E m p l o y m e n t  S e c u r i t y  A d m i n i s t r a t i o n  A c c o u n t  ( E S A A ) , w h i c h  

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

p r o g r a m s ;  t h e  E x t e n d e d  U n e m p l o y m e n t  C o m p e n s a t i o n  A c c o u n t ,  

w h i c h  p a y s  f o r  t h e  F e d e r a l  s h a r e  o f  e x t e n d e d  b e n e f i t s ;  a n d  

t h e  F U A ,  w h i c h  p r o v i d e s  f o r  a d v a n c e s  t o  S t a t e s  f o r  t h e  

p a y m e n t  o f  U C .

a .  S e c t i o n  5 4 0 2 ,  B B A :  I n c r e a s e  i n  F U A  C e i l i n g . P r i o r  

t o  a m e n d m e n t ,  t h e  b a l a n c e  i n  t h e  F U A  a s  o f  t h e  e n d  o f  a n y  

F e d e r a l  f i s c a l  y e a r  ( S e p t e m b e r  3 0 )  c o u l d  n o t  e x c e e d  0 . 2 5  

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

a l l  S t a t e  U C  l a w s .  T h e  B B A  c h a n g e s  t h i s  m a x i m u m  b a l a n c e  <_o 

0 . 5  p e r c e n t  e f f e c t i v e  O c t o b e r  1 ,  2 0 0 1 .

b . S e c t i o n s  5 4 0 3 ,  B B A :  S p e c i a l  D i s t r i b u t i o n  t o  S t a t e s  

f r o m  t h e  U n e m p l o y m e n t  T r u s t  F u n d . T h e  B B A  a m e n d e d  S e c t i o n  

9 0 3  o f  t h e  S S A  t o  c a p  t h e  a m o u n t  o f  R e e d  A c t  t r a n s f e r s  m a d e  

w i t h  r e s p e c t  t o  t h e  F e d e r a l  f i s c a l  y e a r s  e n d i n g  i n  1 9 ~ 9 9~]

2 ' 0 u u  a n d  2 0 0 1  a t  $ 1 0 0 , 0 0 0 , 0 0 0  p e r  v e a r .  E a c h  S t a t e ' s  s h a r e  

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

o f  " f u n d s  t o  b e  a l l o c a t e d  t o  s u c h  S t a t e  f o r  s u c h  f i s c a l  y e a r  

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

S S A ,  t o  " t h e  t o t a l  a m o u n t  o f  f u n d s  t o  b e  a l l o c a t e d  t o  a l l  

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

f o r m u l a  u n d e r  t i t l e  I I I . "  A n y  a m o u n t s  i n  e x c e s s  o f  t h e  

$ 1 0 0 , 0 0 0 , 0 0 0  w h i c h ,  b u t  f o r  t h e  B B A  a m e n d m e n t s ,  w o u l d  h a v e  

b e e n  t r a n s f e r r e d  t o  t h e  S t a t e s  " s h a l l ,  a s  o f  t h e  b e g i n n i n g  

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

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

l i m i t .

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

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

S t a t e ]  f o r  t h e  a d m i n i s t r a t i o n  o f  i t s "  U C  l a w . U n l i k e  i

p r e v i o u s  R e e d  A c t  t r a n s f e r s ,  S t a t e s  a r e  p r o h i b i t e d  f r o m  ''

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

y e a r s  f o r & t h e  p a y m e n t  o f ~ ~ U C  o r S t h e  a d m i n i s t r a t i o n  o f  S t a t e  

p u b l i c  e m p l o y m e n t  o f f i c e s .  H o w e v e r ,  a m o n g  o t h e r  u s e s ,

S t a t e s  m a y ,  a s  i n  t h e  p a ' i t ,  u s e  t h e s e  R e e d  A c t  m o n e y s  f o r  

p u r c h a s i n g  r e a l  p r o p e r c v  f o r  U C  p u r p o s e s .  T h e s e  p u r c h a s e s  

c o u l d  b e  a m o r t i z e d  a g a i n s t  U C  g r a n t  f u n d s  c o n s i s t e n t  w i t h  

t h e  U C  g r a n t  a g r e e m e n t .

F i n a l l y ,  t h e  r e s t r i c t i o n s  a p p l i c a b l e  t o  R e e d  A c t  t r a n s f e r s  

i n  S e c t i o n  9 0 3 ( c ) ( 2 ) ,  S S A ,  a r e  n o t  a p p l i c a b l e  t o  t h e  

t r a n s f e r s  m a d e  w i t h  r e s p e c t  t o  f i s c a l  y e a r s  1 9 9 9 ,  2 0 0 0  a n d  

2 0 0 1 .  T h i s  m e a n s  t h e  a m o u n t s  t r a n s f e r r e d  t o  t h e  S t a t e s  m a y  

b e  u s e d  w i t h o u t  o b t a i n i n g  a n  a p p r o p r i a t i o n  f r o m  t h e  S t a t e ' s  

l e g i s l a t i v e  b o d y .
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S t a t e  U C  l a w s  u s u a l l y  c o n t a i n  p r o v i s i o n s  a d d r e s s i n g  t h e  u s e  

o f  R e e d  A c t  m o n e y s  t r a n s f e r r e d  u n d e r  S e c t i o n  9 0 3 ,  S S A .

T h e s e  l a w s  u s u a l l y  m i r r o r  t h e  r e q u i r e m e n t s  o f  S e c t i o n  

9 0 3 ( c ) ( 2 ) ,  SSA., i n c l u d i n g  a  r e q u i r e m e n t  t h a t  t h e  m o n e y s  b e  A  

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

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

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

y e a r s  1 9 9 9 ,  2 0 0 0 ,  a n d  2 0 0 1  f o r  t h e  p a y m e n t  o f  U C .  S t a t e s  

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

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

f r o m  t h e  S t a t e  l e g i s l a t u r e .  N o t h i n g  p r o h i b i t s  a  S t a t e  

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

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

u s e d  f o r  U C  a d m i n i s t r a t i o n .  J

D r a f t  l a n g u a g e  f o r  S t a t e  R e e d  A c t  p r o v i s i o n s  w a s  p r o v i d e d  i n  

U I P L  1 2 - 9 1 .  W e  r e c o m m e n d  t h a t ,  u s i n g  t h a t  l a n g u a g e  a s  a  

b a s i s ,  S t a t e s  i n s e r t  t h e  f o l l o w i n g  l a n g u a g e  i n  S t a t e  l a w :

(4 )  N o t w i t h s t a n d i n g  p a r a g r a p h  ( 1 ) ,  m o n e y s  c r e d i t e d  w i t h  

r e s p e c t  t o  F e d e r a l  f i s c a l  y e a r s  1 9 9 9 ,  2 0 0 0  a n d  2 0 0 1 ,  

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

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

l e g i s l a t u r e . [ E m p h a s i s  a d d e d . ]

T h e  u n d e r s c o r e d  l a n g u a g e  i s  n e c e s s a r y  o n l y  i f  t h e  S t a t e  

c h o o s e s  t o  a v o i d  t h e  a p p r o p r i a t i o n  p r o c e s s .  A s  a n  

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

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

9 0 1 ( c ) ( 3 ) ,  S S A .  ( F o r  e x a m p l e ,  u n d e r  S e c t i o n  9 0 1 ( c ) ( 2 ) ,  S S A ,

R e e d  A c t  m o n e y s  m a y  b e  u s e d  o n l y  f o r  e x p e n s e s  i n c u r r e d  a f t e r  

t h e  d a t e  o f  e n a c t m e n t  o f  t h e  S t a t e  a p p r o p r i a t i o n . )  I n  t h i s  

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

( 4 )  N o t w i t h s t a n d i n g  p a r a g r a p h  ( 1 ) ,  m o n e y  c r e d i t e d  w i t h  

r e s p e c t  t o  F e d e r a l  f i s c a l  y e a r s  1 9 9 9 ,  2 0 0 0  a n d  2 0 0 1 ,  

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

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

t o  t h e  r e q u i r e m e n t s  o f  p a r a g r a p h  (1) w h e n  a p p r o p r i a t e d  

b y  t h e  l e g i s l a t u r e .

vC. R e a s o n s  f o r  C h a n g e . T h e  H o u s e  R e p o r t  d e s c r i b e s  t h e  - 3 ^ 7  

r s a f i r n ^ f n y - i n r r p a  ̂ i  r,g t h e _ Z U A  c e i l i n g  a n d  p r o v i d i n g  f o r  t h e  

s p e c i a l  t r a n s f e r s :

T h i s  p r o v i s i o n  h a s  t w o  m a i n  e f f e c t s :  ( 1 )  r a i s i n g

t h e  c e i l i n g  i n  t h e  F e d e r a l  U n e m p l o y m e n t  A c c o u n t  

w h o l e  [ s i c ]  l i m i t i n g  R e e d  A c t  t r a n s f e r s  a l l o w s  f o r  

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



R E E D  A C T

B ackg round :

The Social S ecurity  A c t requires that the Secretary o f the  U .5. D ep artm en t o f Labor 

(USDO L) p ro v id e  each state w ith  adequate fu n d in g  fo r p ro p e r and e ffic ie n t adm in is tra tion  

d u rin g  the fiscal year o f  the state's U ne m p loym en t Insurance (U l) p rogram . D esp ite  this 

mandate, fu n d in g  u ltim a te ly  depends upon w ha t the Congress agrees to appropria te .

Though Congress had dete rm ined  that the Federal g ove rn m e n t had re sp o n s ib ility  for 

fund ing  the a d m in is tra tio n  o f the U l program , no d ire c t lin k  was established between 

Federal U n e m p lo y m e n t Tax A c t (FUTA) receipts and grants to the states. The gap betw een 

taxes co lle c ted  u nd e r the FUTA and the am oun t a p p ro p ria ted  b y  Congress becam e 

apparent in the  e a rly  years o f  the program . By 1952, a p p ro x im a te ly  $1 b ill io n  m ore in 

FUTA taxes had been co lle c ted  than had been a ppropria ted  fo r a dm in is tra tio n .

As a result, Congress passed the Reed A ct in 1954 p ro v id in g  that funds co lle c ted  from  

FUTA taxes m ust be used fo r federal and state a dm in is tra tio n  o f the  U l o r E m p loym ent 

Service (ES) program s. If m ore  funds w ere co llected  than w e re  needed fo r adm in is tra tion , 

the excess funds w e re  to  be re turned to the states. Such Reed A c t d is trib u tio n s  o f excess 

funds w ere  m ade in 1956, 1957, and 1958. C o n fo rm ity  leg is la tion  passed by each state 

guaranteed, as a c o n d itio n  o f e lig ib il ity  for a share o f  the d is tr ib u tio n , that these funds 

w o u ld  be used o n ly  fo r adm in is tra tion  o f U l o r ES, o r d ire c tly  fo r the paym ent o f U l 

benefits.

Subsequent Reed A ct d is trib u tion s  were, in effect, p reven ted  by congressional action  

raising the "s ta tu to ry  ce ilin g s" o f the various accounts w ith in  the federal U n e m p loym en t 

Trust Fund on fou r separate occasions (most recen tly  in 1998).
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S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR 

JUNEAU

February 8, 1999

The Honorable Brian Porter 
Speaker o f  the House 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear Speake^6rt& rT

This bill I transmit today provides the state with authority to receive federal funds for the 
administration o f the unemployment insurance program as required in the Balanced 
Budget Act o f 1997.

The 1997 Act provided for a disbursement from the federal unemployment trust fund to 
the state unemployment trust fund, known as "Reed Act distributions." States must enact 
legislation restricting the use o f these distributions for administration o f the 
unemployment insurance program, and not for unemployment benefits or employment 
services.

This bill complies with the federal requirement by providing the state with express 
authority to receive the Reed Act distributions for federal fiscal years 1999-2001 for 
purposes o f  administering the unemployment insurance program.

Sincerely,



TONY KNOWLES, GOVERNOR

P . O .  B O X  2 1 1 4 9  

J U N E A U .  A L A S K A  9 9 8 0 2 - 1 1 4 9  

P H O N E :  ( 9 0 7 )  4 6 5 - 2 7 0 0  

F A X :  ( 9 0 7 )  4 6 5 - 2 7 8 4

?3 898

F e b r u a r y  2 2 ,  1 9 9 9

T h e  H o n o r a b l e  N o r m a n  R o k e b e r g

C h a i r ,  H o u s e  L a b o r  &  C o m m e r c e  C o m m i t t e e

A l a s k a  S t a t e  L e g i s l a t u r e

R o o m  2 4 ,  S t a t e  C a p i t o l

J u n e a u ,  A K  9 9 3 0 2

D e a r  R e p r e s e n t a t i v e  R o k e b r r g :

I r e s p e c t f u l l y  a s k  t h a t  y o u  h o l d  a  h e a r i n g  o n  H B  8 7 ,  A n  A c t  

R e l a t i n g  t o  t h e  U n e m p l o y m e n t  T r u s t  F u n d .  T h i s  l e g i s l a t i o n  

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

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

r e q u i r e d  i n  t h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7 .

T h e  1 9 9 7  A c t  p r o v i d e d  f o r  a  d i s b u r s e m e n t  f r o m  t h e  f e d e r a l  

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

f u n d ,  k n o w n  a s  " R e e d  A c t  D i s t r i b u t i o n s . "  S t a t e s  m u s t  e n a c t  

l e g i s l a t i o n  r e s t r i c t i n g  t h e  u s e  o f  t h e  R e e d  A c t  f u n d s  t o  t h e  

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

n o t  f o r  u n e m p l o y m e n t  b e n e f i t s  o r  e m p l o y m e n t  s e r v i c e s .

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

t h e  s t a t e  e x p r e s s  a u t h o r i t y  t o  r e c e i v e  t h e  R e e d  A c t  

d i s t r i b u t i o n s  f o r  f e d e r a l  f i s c a l  y e a r s  1 9 9 9  - 2 0 0 1  f o r  

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

p r o g r a m .

S i n c e r e l y ,

E d  F l a n a g a n  

C o m m i s s i o n e r

D E P A R T M E N T  O F EA H O K
O FFICE OF THE CO M M ISSIO NER







r-'----
.. .«? • .., .'lit* . • • ••. ■ • ,, , •• - p - '  ’ • • /  I I

• _  * • ' C-' d J jL U a '?
SENATE f in a n c e  c o m m it t e e  r e p o r t

DATE: 5/16/99 FURTHER:

DATE TURNED
IN TO OFFICE: s \ i i ) ^

Finance Committee considered HOUSE BILL NO. 87

“An Act relating to money credited to the account of the state in the unemployment trust fund by the 
Secretary of the Treasury of the United States; and providing for an effective date.”

'HER RECOMMENDATIONS

Co-Chair:

Co-Chair:

SIGNING DO SS

Co-Chair

Co-Chair

and recommends:

[ ] be re p la c e d  w ith  

[ ] adopt p re v io u s

[ ]  attached amendment(s)

[ ] adopt Letter o f Intent by _ 

[ ] further referral to th e ___

Committee

Committee

Senate Bill:
[ ] same title  

_) [ ] new title
House Bill:

_) [ ] same title  
[ ] technical title  
[ ] new: SCR*____

L & be r

PREVIOUS FISCAL NOTE(S):*
Department Date Zero Fiscal

7

NEW FISCAL NOTE(S):
Department Date Zero Fiscal

[ ]  A P P R O P R I A T I O N  -- n o  fis ca l n o te ♦include fiscal notes a ccom panying  G o v e rn o r ’s bill



F I S C A L  ( M O T E

Revision Date/Time (Note if correction): Rpw-jgpH q- ]- qq  
Title: Unemployment Trust Fund________________

STATE OF ALASKA
1999 LEGISLATIVE SESSION

Sponsor:
Requestor:

House Rules
House Labor & Commerce

(H) Publish Date: 3/ 5/ 99

LaborDepartment Affected: _____
BRU: Employment Security
Component: _____

Unemployment Insurance
COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below .

FY 2004 FY 2005
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING

OPERATING FY 2000

CAPITAL

CHANGE IN REVENUE 
FUND SOURCE tf

700.0
1002

700.0
1002

700.0
1002

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY99) impact: $ 0.0

ANALYSIS: (Attach a separate page if necessary) 
See Attached.

Prepared by: Rebecca Gamez, Director 'Jch, ^  Phone : 465-5933

Approved by Commissioner:  Ed Flai:-gan
Ager,. /: Department of Labor

;-gan, comm issioner
Date: 3/1/99

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further dis tribution in form ation  call th e  G o v e rn o r 's  Legislative Office

c m t u r r e B  v a Page 1 of 2



ATTACHMENT 
Fiscal Note for HB 87

House Bill 87 provides statutory language to allow a federal “Reed Act” distribution 
conditional on requirements established in the federal Balanced Budget Act of 1997.

A federal “Reed Act” distribution is a transfer o f excess collections of Federal 
Unemployment Tax Act (FUTA) tax. When adequate funds have been collected to meet 
federal ceilings on sub-accounts in FUTA then the excess is made available for 
distribution back to the states.

Current state statute A.S. 23.20.145 (f) allows these “Reed Act” funds to be used for the 
payment of unemployment benefits and the administration of both the employment 
services and the unemployment insurance programs. The Balanced Budget Act of 1997 
specified that a distribution scheduled for federal fiscal years 1999,2000, and 2001 
would be limited to the administration of the Unemployment Insurance program. The act 
also required that states pass enabling legislation in order to receive these funds.

The national distribution is anticipated to be $100 million annually for the three years. 
Each state’s share of the “Reed Act” distribution will be prorated based on the percentage 
of FUTA tax receipts collected from that state. Alaska’s estimated share of the $100 
million is anticipated to be between $600,000 and $700,000.

Under federal procedures, states have two years from the time the “Reed Act” funds are 
appropriated by the state legislature to obligate these funds. It is expected these funds 
will be utilized to enhance data processing upgrades beginning in FY2001 and will likely 
be applied to the existing FY2000 capital budget request to redesign the automated 
Unemployment Insurance tax system. That request is currently before the legislature and 
is included in HB 52 and SB 32 in the amount o f $2,600,000.

Page 2 o f 2
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S t a t e  o f  A l a s k a
O F F IC E  O F  T H E  G O V E R N O R

J u n e a u

February 8, 1999

The Honorable Brian Porter 
Speaker o f  the House 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear S p e a k e ^ ^ r t^ T

This bill I transmit today provides the state with authority to receive federal funds for the 
administration o f the unemployment insurance program as required in the Balanced 
Budget Act o f 1997.

The 1997 Act provided for a disbursement from the federal unemployment trust fund to 
the state unemployment trust fund, known as "Reed Act distributions." States must enact 
legislation restricting the use o f these distributions for administration o f the 
unemployment insurance program, and not for unemployment benefits or employment 
services.

This bill complies with the federal requirement by providing the state with express 
authority to receive the Reed Act distributions for federal fiscal years 1999-2001 for 
purposes o f administering the unemployment insurance program.

Sincerely,
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DEPARTMENT OF LABOR
ALASKA EMPLOYMENT SERV IC E  

DIRECTOR'S O FFICE

/

/

TO/VK KNOWLES, GOVERNOR

1 1 1 1  W . 8 T H  S T R E E T ,  S U I T E 2 0 3  

P . O .  B O X 2 5 5 0 9  

J U N E A U ,  A L A S K A  9 9 8 0 2 - 5 5 0 9  

P H O N E :  ( 9 0 7 ) 4 6 5 - 2 7 1 2  

F A X :  ( 9 0 7 ) 4 6 5 - 4 5 3 7

M a y  1 7 , 1 9 9 9

T h e  H o n o ra b le  J o h n  T o rg e rs o n  

A la s k a  S ta te  L e g is la tu re  

R oom  5 1 6  

S ta te  C a p ito l 

J u n e a u , A K  9 9 8 1 1

D e ar S e n a to r T o rg e rs o n :

T h is  is in re sp on se  to  y o u r  q u e s tio n s  re g a rd in g  H o use  Bill 8 7 .

W ill Reed A c t  fu n d s  need to  be a p p ro p ria te d  a n n u a lly  to  c o v e r  th e  th re e  ye a r 

( 1 9 9 9 ,  2 0 0 0 ,  2 0 0 1 )  Reed A c t  d is tr ib u tio n s ?

N o. The b i l l  p ro v id e s  fo r  an e ffe c t iv e  d a te  w h e n  i t  is  s ig n e d  in to  la w  a n d  a 
s u n s e t d a te  o f  S e p te m b e r 3 0 , 2 0 0 2 .  The f is c a l n o te  in d ic a te s  s h o u ld  A la s k a  
a c c e p t th e  fe d e ra l R eed  A c t  d is tr ib u t io n , i t  w i l l  g o  in to  c a p ita l e x p e n d itu re s . 
W e e x p e c t to  e x p e n d  th e  R e e d  A c t  d is t r ib u t io n s  o v e r  a th re e -y e a r p e r io d  on  
o u r  $ 2 .6  m illio n  C /P  p ro je c t  (U l Tax R e d e s ig n ) th a t  w a s  a p p ro v e d  b y  b o th  
le g is la tiv e  b o d ie s  th is  se ss io n . S h o u ld  th e  d is tr ib u t io n s  n o t  c o v e r  th e  e n tire  
C /P  p ro je c t ,  th e  re m a in d e r w i l l  b e  c o v e re d  b y  o u r  o p e ra tio n s  b u d g e t.

W ill o th e r  U l fu n d s  be a va ila b le  fo r  re -a p p ro p ria tio n  i f  HB 8 7  passes?

N o. A l l  fe d e ra l fu n d s  A la s k a  re c e iv e s  fo r  th e  a d m in is tra t io n  o f  the  
U n e m p lo y m e n t In s u ra n c e  p ro g ra m  are  s t r ic t ly  fo r  th e  s o le  p u rp o s e  o f  
a d m in is tra t io n  o f  th is  p ro g ra m . B y  la w  w e  h a v e  n o  f le x ib il ity .

E n c lo se d  fo r  y o u r re v ie w , y o u  w ill f in d  th e  M a rc h  4 , 1 9 9 9 , le t te r  to  

R e p re s e n ta tiv e  R okeberg  and its  a tta c h m e n ts . T h e y  are th e  U n e m p lo y m e n t 

In s u ra n c e  P ro gram  L e tte r  (UIPL) 4 4 -7 7  w h ic h  re fe rs  to  and  d e s c r ib e s  th e  

b a la n ce d  b u d g e t a c t o f  1 9 9 7  (p u b lic  la w  1 0 5 -3 3 )  b y  s e c tio n . T h e  UIPL 4 4 -  

7 7 , p ag e s  1, 4  and 6 , id e n tif ie s  s e c tio n  5 4 0 3  o f  th e  b a la n c e d  b u d g e t a c t as 

th e  e x a c t c ita t io n  re q u ir in g  th e  use  o f  th e  "R ee d  A c t "  be  lim ite d  to  th e
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"a d m in is tra t io n  o f  th e  U n e m p lo y m e n t C o m p e n s a tio n  p ro g ra m ."  A ls o  

e n c lo s e d  is a c o p y  o f  th e  fe d e ra l B a lan ced  B u d g e t A c t  o f  1 9 9 7 , S e c tio n  

5 4 0 3 ,  e n tit le d , "s p e c ia l d is tr ib u t io n  to  s ta te s  fro m  U n e m p lo y m e n t t ru s t  

fu n d . "

I t r u s t  th is  w ill c la r ify  th e  c o n c e rn s  o f  y o u r  c o m m itte e . P lease le t m e k n o w  if  

I m a y  p ro v id e  fu r th e r  in fo rm a tio n  o r c la r if ic a t io n .

S in c e re ly ,

R ebecca  G am ez 

D ire c to r

R N G :ec

E n c lo su re

c c : M e m b e rs , S en a te  F ina nce  C o m m itte e
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D E P A R T M E N T  O F  L A B O R
OFFICE OF THE COMMISSIONER /

P . O .  B O X  2 1 1 * 9  

J U N E A U ,  A L A S K A  9 9 8 0 2 - 1 1 4 9  

P H O N E :  ( 9 0 7 )  4 6 5 - 2 7 0 0  

F A X :  ( 9 0 7 )  4 6 5 - 2 7 8 4

March 4, 1999

The Honorable Norman Rokeberg 
Alaska State Legislature 
Room 24 
Stare Capitol 
Juneau, AK 99811

Dear Representative Rokeberg: - ‘ '

This is in response to your request for documentation o f the federal legislation requiring 
HB87. This bill puts a limitation on the use of federal “Reed Act” distributions to the 
State of Alaska based on requirements in the federal Balanced Budget Act of 1997.

Attached is the Unemployment Insurance Program Letter (UIPL) 44-77 which refers to 
and describes the balanced budget act of 1997 (public law 105-33) by section. The UIPL 
44 -77, pages I, 4 and 6, identifies section 5403 of the balanced budget act as the exact 
citation requiring the use of the “Reed Act" be limited to the “administration of the 
Unemployment Compensation program.” Also enclosed is a copy of the federal 
Balanced Budget Act of 1997, Section 5403, entitled, “special distribution to states from 
unemployment trust fund.

If you need any further information, please let me know.

Sincerely,

Dwight Perkins 
Deputy Commissioner

Attachments



Date: 3/4/99
Sender: Dan Kanouse 
To: Dwight Perkins
P rio rity : Normal
Subject:draft letter to Rokeberg - re:fed citations for HB87

hb87info.doc
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-*• H.R.2015 (Major Legislation)
^-P ub lic  Law: 105-33 (08/05/97) Text, PDF, Line Item Veto: See Actions 

SPONSOR: Rep Kasich (introduced 06/24/97)
A bill to provide tor reconciliation pursuant to subsections (b)(1) and (c) of section 105 of the concurrent 
resolution on the budget for fiscal year 1998.
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THE FOLLOWING LANGUAGE WAS INCLUDED IN THE FINAL BUDGET RECONCILIATION 
BILL THAT WAS SIGNED INTO LAW BY THE PRESIDENT ON AUGUST 5, 1997.

HJR.2015

Balanced Budget Act o f 1997 (Enro lled  B i ll (Sent to President.))
Subtitle E—Unemployment Compensation

SEC 5403. SPECIAL DISTRIBUTION TO STATES FROM UNEMPLOYMENT 
TRUST FUND.

(a) rN GENERAL- Subsection (a) o f section 903 (42 U.S.C. 1103(a)) is amended by adding at the 
end the following new paragraph:

'(3)(A) Notwithstanding any other provision o f this section, for purposes of carrying out this 
subsection with respect to any excess amount (referred to in paragraph (1)) remaining in the 
employment security administration account as o f the close of fiscal year 1999, 2000, or 2001, 
such amount shall—

'(i) to the extent of any amounts not in excess o f 5100,000,000, be subject to subparagraph
(B), and

'(ii) to the extent of any amounts in excess o f$  100,000,000, be subject to subparagraph (C).

'(B) Paragraphs (1) and (2) shall apply with respect to any amounts described in subparagraph
(A)(i), except that-

'(i) in carrying out the provisions o f paragraph (2)(B) with respect to such amounts (to 
determine the portion of such amounts which is to be allocated to a State for a succeeding 
fiscal year), the ratio to be applied under such provisions shall be the same as the ratio that—

'(I) the amount of funds to be allocated to such State for such fiscal year pursuant to 
the base allocation formula under title III, bears to

'(II) the total amount o f funds to be allocated to all States for such fiscal year pursuant 
to the base allocation formula under title III,

as determined by the Secretary of Labor, and

’(ii) the amounts allocated to a State pursuant to this subparagraph shall be available to such 
State, subject to the last sentence of subsection (c)(2).

Nothing in this paragraph shall preclude the application of subsection (b) with respect to any 
allocation determined under this subparagraph.

'(C) Any amounts described in clause (ii) of subparagraph (A) (remaining in the employment 
security administration account as o f the close of any fiscal year specified in such subparagraph) 
shall, as of the beginning of the succeeding fiscal year, accrue to the Federal unemployment 
account, without regard to the limit provided in section 902(a).’.

(b) CONFORMING AMENDMENT- ^ a g ra p h  (2) o f section 903(c) of the Social Security Act is 
amended by adding at the end, as a flush left sentence, the following:

-fr 'Any amount allocated to a State under this section for fiscal year 2000, 2001, or 2002 may be
used by such State only to pay expenses incurred by it for the administration of its unemployment

o f  2 3/4/99 10:03 A M
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U .  S .  D e p a r t m e n t  o f  L a b o r

CL A S S I F I C A T I O N

U l

Employment and Trai ning A d m i nistr ati on  
Washington, D.C. 20210

C O R R E S P O N D E N C E  SYMBOL

T E U L

D A T E

O c t o b e r  9, 1 9 9 7

/

D I R E C T I V E  : 

T O  :

F R O M  :

S U B J E C T  :

U N E M P L O Y M E N T  I N S U R A N C E  P R O G R A M  L E T T E R  N O . 4 4 - 9 7

5 R A C E  A .  K I L B A N E  

D i r e c t o r

U n e m p l o y m e n t  I n s u r a n c e  S e r v i c e

T h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7  a n d  t h e  

T a x p a y e r  R e l i e f  A c t  o f  1 9 9 7

1 .  P u r p o s e . T o  a d v i s e  t h e  S t a t e s  o f  a m e n d m e n t s  m a d e  t o  

F e d e r a l  l a w  b y  t h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7  a n d  t h e  

T a x p a y e r  R e l i e f  A c t  o f  1 9 9 7  a f f e c t i n g  t h e  F e d e r a l - S t a t e  

U n e m p l o y m e n t  C o m p e n s a t i o n  ( U C )  p r o g r a m .

2 .  R e f e r e n c e s . T h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7  ( B B A ) ,  P . L  

1 0 5 - 3 3 ;  t h e  T a x p a y e r  R e l i e f  A c t  o f  1 9 9 7  ( T P R A ) ,  P . L .  1 0 5 - 3 4 ;  

t h e  P e r s o n a l  R e s p o n s i b i l i t y  a n d  W o r k  O p p o r t u n i t y  R e c o n c i l ­

i a t i o n  A c t  o f  1 9 9 6  ( P R W O R A ) ,  P . L .  1 0 4 - 1 9 3 ;  t h e  I n t e r n a l  

R e v e n u e  C o d e  o f  1 9 8 6  ( I R C ) ,  i n c l u d i n g  t h e  F e d e r a l  U n e m p l o y ­

m e n t  T a x  A c t  ( F U T A ) ; t h e  S o c i a l  S e c u r i t y  A c t  ( S S A ) ; a n d  

U n e m p l o y m e n t  I n s u r a n c e  P r o g r a m  L e t t e r s  ( U I P L s )  N o s .  2 8 - 8 7 ,  

4 5 - 8 9 ,  1 2 - 9 1 ,  1 1 - 9 2  a n d  3 7 - 9 6 .

3 .  B a c k g r o u n d . T h e  B B A  a n d  t h e  T P R A ,  b o t h  e n a c t e d  o n  

A u g u s t  6, 1 9 9 7 ,  m a d e  s e v e r a l  c h a n g e s  a f f e c t i n g  t h e  U C  

p r o g r a m .  T h i s  U I P L  p r o v i d e s  i n f o r m a t i o n  o n  e l e v e n  a m e n d ­

m e n t s  m a d e  b y  t h e  B B A  a n d  f o u r  a m e n d m e n t s  m a d e  b y  t h e  T P R A .  

T h e  a m e n d m e n t  d i s c u s s e d  i n  i t e m  4 . a . ,  r e l a t e d  t o  d i s c l o s u r e  

o f  U C  i n f o r m a t i o n ,  m a y  r e q u i r e  S t a t e s  t o  a m e n d  t h e i r  l a w s  t o  

m e e t  F e d e r a l  U C  l a w  r e q u i r e m e n t s .  I n  a d d i t i o n ,  S t a t e s  w i l l  

n e e d  t o  a m e n d  t h e i r  l a w s  t o. . i m p l e m e n t  t h e _ s p . e c i a l  R e e d  A c t  

t r a n s f e r s  d d s r n s s s d  i n  i t e m  6 . b .  F i n a l l y ,  S t a t e s  w i l l  n e e d

R E S C I S S I O N S E X P I R A T I O N  D A T E

N o n e C o n t i n u i n g
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t o  d e t e r m i n e  w h e t h e r  t h e y  n e e d  t o  a m e n d  t h e i r  l a w s  t o  p e r m i t  

t h e  c o n t i n u o u s  l e v y  d i s c u s s e d  i n  i t e m  1 2 .

4 .  S e c t i o n s  5 2 0 1  a n d  5 5 3 3 ,  B B A :  N a t i o n a l  D i r e c t o r y  o f  N e w

H i r e s  ( " N a t i o n a l  D i r e c t o r y " ) .

a . S e c t i o n  5 2 0 1 ,  B B A ,  D i s c l o s u r e  t o  N a t i o n a l  D i r e c t o r y . 

S e c t i o n  3 0 3 ( h ) ( 1 ) ,  S§ A,  a s  a m e n d e d  b y  t h e  P R W O R A ,  r e q u i r e s  

S t a t e s ,  a s  a  c o n d i t i o n  o f  r e c e i v i n g  U C  a d m i n i s t r a t i v e  

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

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

N a t i o n a l  D i r e c t o r y .  S e c t i o n  3 0 3 ( h ) ( 1 ) ( C ) ,  a s  a m e n d e d  b y  t h e  

P R W O R A ,  a l s o  r e q u i r e d  S t a t e s  t o  e s t a b l i s h  s u c h  s a f e g u a r d s  a s  

t h e  S e c r e t a r y  o f  L a b o r  d e t e r m i n e s  a r e  n e c e s s a r y  t o  i n s u r e  

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

4 5 3 ( i ) ( 1 )  r s S A l  i n  c a r r y i n g  o u t  t h e  c h i l d  s u p p o r t  e n f o r c e ­

m e n t  p r o g r a m  u n d e r  t i t l e  I V " o f  t h e  S S A .  ( E m p h a s i s  a d d e d . )  

T h e  E B A  d e l e t e d  t h e  u n d e r s c o r e d  l a n g u a g e  a n d  s u b s t i t u t e d  

" s u b s e c t i o n s  ( i ) ( l ) ,  ( i ) ( 3 )  a n d  ( j )  o f  s e c t i o n  4 5 3 . "  T h i s

a m e n d m e n t  m a k e s  c l e a r  t h a t  S t a t e s  m u s t  a u t h o r i z e  t h e  

d i s c l o s u r e  o f  U C  i n f o r m a t i o n  t o  t h e  N a t i o n a l  D i r e c t o r y  f o r :

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

A s s i s t a n c e  t o  N e e d y  F a m i l i e s  p r o g r a m ,  t h e  

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

" o t h e r  p u r p o s e s "  s p e c i f i e d  i n  S e c t i o n  4 5 3 .

( S e c t i o n  4 5 3 ( i ) ( 1 ) ,  S S A . )  T h e  " o t h e r  p u r ­

p o s e s "  a r e  s p e c i f i e d  i n  S e c t i o n s  4 5 3  ( i ) (3) 

a n d  ( j ) ,  S S A ,  d e s c r i b e d  b e l o w .

o  U s e  i n  t h e  a d m i n i s t r a t i o n  o f  t h e  e a r n e d  

i n c o m e  t a x  c r e d i t  b y  t h e  I n t e r n a l  R e v e n u e  

S e r v i c e  ( I R S ) .  ( S e c t i o n  4 5 3  ( i )  ( 3 ) ,  S S A . )

o  V e r i f i c a t i o n  o f  i n f o r m a t i o n  i n  t h e  N a t i o n a l

D i r e c t o r y  b y  t h e  S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n ;  

c o m p a r i s o n s  w i t h  t h e  F e d e r a l  C a s e  R e g i s t r y  o f  

C h i l d  S u p p o r t  O r d e r s  a n d  o t h e r  c h i l d  s u p p o r t  

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

A d m i n i s t r a t i o n ;  a n d  r e s e a r c h  r e l a t e d  t o  

T r a n s i t i o n a l  A s s i s t a n c e  t o  N e e d y  F a m i l i e s  o r  

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

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

( S e c t i o n  4 5 3 ( j ) ,  S S A . )

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

t i v e  a s  o f  t h e  d a t e  o f  e n a c t m e n t  o f  t h e  B B A .  H o w e v e r ,  a s  

d i s c u s s e d  i n  U I P L  3 7 - 9 6 ,  p a g e s  6  a n d  7 ,  t h e  e f f e c t i v e  d a t e  

o f  t h e  d i s c l o s u r e  r e q u i r e m e n t s  i n  S e c t i o n  3 0 3 ( h ) ,  S S A ,  f o r
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U C  c o n f o r m i t y  p u r p o s e s  i s  e i t h e r  O c t o b e r  1 ,  1 9 9 7 ,  o r ,  i f  t h e  

S t a t e  q u a l i f i e s  f o r  a  g r a c e  p e r i o d ,  J a n u a r y  1 ,  1 9 9 8 .

S t a t e s  w i l l  n e e d  t o  r e v i e w  t h e i r  U C  l a w s  a n d  r e g u l a t i o n s  t o  

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

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

p r o v i d e d  t o  t h e  N a t i o n a l  D i r e c t o r y .  E a c h  S t a t e  m u s t  t a k e  

a l l  a c t i o n s  n e c e s s a r y  t o  e n s u r e  t h a t  i t  w i l l  m a k e  s u c h  

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

p a r a g r a p h .

b .  S e c t i o n  5 5 3 3 .  B B A :  T e c h n i c a l  A m e n d m e n t . S e c t i o n

4 5 3 A ,  S S A ,  r e q u i r e s  e a c h  S t a t e  t o  e s t a b l i s h  a  D i r e c t o r y  o f  

N e w  H i r e s .  S e c t i o n  4 5 3 A ( g ) ( 2 ) ( B ) , S S A ,  a s  a d d e d  b y  P R W O R A ,  

s p e c i f i c a l l y  c i t e d  a  p r o v i s i o n  o f  F e d e r a l  U C  l a w :

W a g e  a n d  U n e m p l o y m e n t  C o m p e n s a t i o n  I n f o r m a t i o n . — T h e  S t a t e  

D i r e c t o r y  o f  N e w  H i r e s  s h a l l ,  o n  a  q u a r t e r l y  b a s i s ,  

f u r n i s h  t o  t h e  N a t i o n a l  D i r e c t o r y  o f  N e w  H i r e s  

e x t r a c t s  o f  t h e  r e p o r t s  r e q u i r e d  u n d e r  s e c t i o n  

3 0 3 ( a ) (6) r s S A l  t o  b e  m a d e  t o  t h e  S e c r e t a r y  o f  L a b o r  

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

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

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

H e a l t h  a n d  H u m a n  S e r v i c e s  s h a l l  s p e c i f y  i n  

r e g u l a t i o n s .  [ E m p h a s i s  a d d e d . ]

S i n c e  t h e  S e c r e t a r y  o f  L a b o r  d o e s  n o t  r e q u i r e  t h e  s u b m i t t a l  

o f  d a t a  o n  i n d i v i d u a l s  u n d e r  S e c t i o n  3 0 3 ( a ) ( 6 ) ,  S S A ,  t h i s  

p r o v i s i o n  c r e a t e d  a  t e c h n i c a l  p r o b l e m .  T h e  B B A  d e l e t e d  t h e  

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

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

t o  t h e  S e c r e t a r y  o f  H e a l t h  a n d  H u m a n  S e r v i c e s .  N o r  d o e s  i t  

c h a n g e  t h e  f a c t  t h a t  b o t h  t h e  F U T A  a n d  t h e  S S A  c o n t i n u e  t o  

r e q u i r e  U C  a g e n c i e s  t o  p r o v i d e  w a g e  a n d  c l a i m  i n f o r m a t i o n  t o  

t h e  S t a t e  d i r e c t o r y .  S e e  U I P L  3 7 - 9 6 .

5 .  S e c t i o n  5 4 0 1 ,  B B A :  B a s e  P e r i o d s  a n d  t h e  P e n n i n g t o n

C a s e . I n  1 9 9 4  a n d  1 9 9 7 ,  t h e  U . S .  C o u r t  o f  A p p e a l s  f o r  t h e  

S e v e n t h  C i r c u i t  i s s u e d  t w o  o p i n i o n s  i n  l i t i g a t i o n  c o m m o n l y  

k n o w n  a s  P e n n i n g t o n . 2 2  F . 3 d  1 3 7 6  ( 7 t h  C i r .  1 9 9 4 ) ,  1 1 0

F . 3 d .  5 0 2  ( 7 t h  C i r .  1 9 9 7 ) .  I n  i t s  1 9 9 4  d e c i s i o n ,  t h e  C o u r t  

d e c i d e d  t h a t  a  S t a t e ' s  b a s e  p e r i o d  w a s  n o t  a n  e l i g i b i l i t y  

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

u n d e r  S e c t i o n  3 0 3 ( a ) ( 1 ) ,  S S A ,  a n d ,  t h e r e f o r e ,  s u b j e c t  t o  

F e d e r a l  j u r i s d i c t i o n .  I n  i t s  1 9 9 7  d e c i s i o n ,  t h e  C o u r t  r u l e d  

t h a t  I l l i n o i s '  b a s e  p e r i o d ,  c o n s i s t i n g  o f  t h e  f i r s t  f o u r  o f  

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

t e n t  w i t h  t h e  " m e t h o d s  o f  a d m i n i s t r a t i o n "  r e q u i r e m e n t .  T h i s
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w a s  b e c a u s e  t h e  e x i s t e n c e  o f  t h e  l a g  p e r i o d  b e t w e e n  t h e  b a s e  

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

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

f o r  U C .  A s  a  r e s u l t  o f  t h e s e  d e c i s i o n s ,  S t a t e s  a n t i c i p a t e d  

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

p e r i o d s  t o  r e d u c e  t h e  l a g .

T h e  B B A  c l a r i f i e s  t h a t  t h e  b a s e  p e r i o d  i s  n o t  s u b j e c t  t o  t h e  

" m e t h o d s  o f  a d m i n i s t r a t i o n "  r e q u i r e m e n t .  T h e r e f o r e ,  i n  t h e  

D e p a r t m e n t ' s  v i e w ,  t h i s  l e g i s l a t i o n  f r e e s  S t a t e s  t o  d e t e r ­

m i n e  t h e i r  b a s e  p e r i o d s  w i t h o u t  r e g a r d  t o  t h e  " m e t h o d s  o f  

a d m i n i s t r a t i o n "  r e q u i r e m e n t .  S e c t i o n  5 4 0 1 ,  B B A ,  p r o v i d e s  a s  

f o l l o w s :

( a )  I n  G e n e r a l .  N o  p r o v i s i o n  o f  a  S t a t e  l a w  u n d e r  

w h i c h  t h e  b a s e  p e r i o d  f o r  s u c h  S t a t e  i s  d e f i n e d  o r  

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

3 0 3 ( a ) (1) o f  t h e  S o c i a l  S e c u r i t y  A c t  ( 4 2  U . S . C .

5 0 3 ( a )  ( 1 ) ) ,  b e  c o n s i d e r e d  a  p r o v i s i o n  f o r  a  m e t h o d  o f  

a d m i n i s t r a t i o n .

( b )  D e f i n i t i o n s .  F o r  p u r p o s e s  o f  t h i s  s e c t i o n ,  t h e  

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

t h e  m e a n i n g s  g i v e n  t h e m  u n d e r  s e c t i o n  2 0 5  o f  t h e  

F e d e r a l - S t a t e  E x t e n d e d  U n e m p l o y m e n t  C o m p e n s a t i o n  A c t  o f  

1 9 7 0  [ E U C A ]  ( 2 6  U . S . C .  3 3 0 4  n o t e . )

( c )  E f f e c t i v e  D a t e .  T h i s  s e c t i o n  s h a l l  a p p l y  f o r  

p u r p o s e s  o f  a n y  p e r i o d  b e g i n n i n g  b e f o r e ,  o n ,  o r  

a f t e r  t h e  d a t e  o f  t h e  e n a c t m e n t  o f  t h i s  A c t .

" S t a t e  l a w , "  a s  d e f i n e d  i n  S e c t i o n  2 0 5 ( 1 0 ) ,  E U C A ,  " m e a n s  t h e  

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

S e c r e t a r y  u n d e r  s e c t i o n  3 3 0 4 "  o f  t h e  F U T A .  " B a s e  p e r i o d , "  

a s  d e f i n e d  i n  S e c t i o n  2 0 5 ( 6 ) ,  E U C A ,  " m e a n s  t h e  b a s e  p e r i o d  

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

y e a r . "  " S t a t e , "  a s  d e f i n e d  i n  S e c t i o n  2 0 5 ( 8 ) ,  E U C A ,  

i n c l u d e s  t h e  5 0  S t a t e s ,  t h e  D i s t r i c t  o f  C o l u m b i a ,  P u e r t o  

R i c o ,  a n d  t h e  U . S .  V i r g i n  I s l a n d s .

T h i s  a m e n d m e n t  d o e s  n o t  r e q u i r e  S t a t e s  t o  a m e n d  t h e i r  l a w s .

6 .  S e c t i o n s  5 4 0 2  a n d  5 4 0 3 ,  B B A :  I n c r e a s e  i n  F e d e r a l

U n e m p l o y m e n t  A c c o u n t  ( F U A )  C e i l i n g  a n d  S p e c i a l  D i s t r i b u t i o n  

t o  S t a t e s  f r o m  t h e  U n e m p l o y m e n t  T r u s t  F u n d . S e c t i o n  9 0 3 ,  

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

i n  t h e  U n e m p l o y m e n t  T r u s t  F u n d  r e a c h  t h e i r  s t a t u t o r y  l i m i t s ,  

t h e  e x c e s s  a m o u n t s  w i l l  b e  t r a n s f e r r e d  t o  t h e  S t a t e s .  T h e s e  

a r e  c a l l e d  " R e e d  A c t "  d i s t r i b u t i o n s .  T h e  t h r e e  a c c o u n t s  <



5

t h e  E m p l o y m e n t  S e c u r i t y  A d m i n i s t r a t i o n  A c c o u n t  ( E S A A ) , w h i c h  

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

p r o g r a m s ;  t h e  E x t e n d e d  U n e m p l o y m e n t  C o m p e n s a t i o n  A c c o u n t ,  

w h i c h  p a y s  f o r  t h e  F e d e r a l  s h a r e  o f  e x t e n d e d  b e n e f i t s ;  a n d  

t h e  F U A ,  w h i c h  p r o v i d e s  f o r  a d v a n c e s  t o  S t a t e s  f o r  t h e  

p a y m e n t  o f  U C .

a .  S e c t i o n  5 4 0 2 ,  B B A :  I n c r e a s e  i n  F U A  C e i l i n g . P r i o r  

t o  a m e n d m e n t ,  t h e  b a l a n c e  i n ' ' t h e  F U A  a s  o f  t h e  e n d  o f  a n y  

F e d e r a l  f i s c a l  y e a r  ( S e p t e m b e r  3 0 )  c o u l d  n o t  e x c e e d  0 . 2 5  

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

a l l  S t a t e  U C  l a w s .  T h e  B B A  c h a n g e s  t h i s  m a x i m u m  b a l a n c e  t o  

0 . 5  p e r c e n t  e f f e c t i v e  O c t o b e r  1 ,  2 0 0 1 .

b .  S e c t i o n s  5 4 0 3 ,  B B A :  S p e c i a l  D i s t r i b u t i o n  t o  S t a t e s  

f r o m  t h e  U n e m p l o y m e n t  T r u s t  F u n d . T h e  B B A  a m e n d e d  S e c t i o n  

9 0 3  o f  t h e  S S A  t o  c a p  t h e  a m o u n t  o f  R e e d  A c t  t r a n s f e r s  m a d e  

w i t h  r e s p e c t  t o  t h e  F e d e r a l  f i s c a l  y e a r s  e n d i n g  m  T 9 9 9 ,

2 W 0 ~  a n d  2 0 0 1  a t  $ 1 0 0 , 0 0 0 . 0 0 0  p e r  y e a r .  E a c h  S t a t e ' s  s h a r e  

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

o f  " f u n d s  t o  b e  a l l o c a t e d  t o  s u c h  S t a t e  f o r  s u c h  f i s c a l  y e a r  

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

S S A ,  t o  " t h e  t o t a l  a m o u n t  o f  f u n d s  t o  b e  a l l o c a t e d  t o  a l l  

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

f o r m u l a  u n d e r  t i t l e  I I I . "  A n y  a m o u n t s  i n  e x c e s s  o f  t h e  

$ 1 0 0 , 0 0 0 , 0 0 0  w h i c h ,  b u t  f o r  t h e  B B A  a m e n d m e n t s ,  w o u l d  h a v e  

b e e n  t r a n s f e r r e d  t o  t h e  S t a t e s  " s h a l l ,  a s  o f  t h e  b e g i n n i n g  

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

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

l i m i t .

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

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

S t a t e ]  f o r  t h e  a d m i n i s t r a t i o n  o f  i t s "  U C  l a w . U n l i k e  

p r e v i o u s  R e e d  A c t  t r a n s f e r s ,  S t a t e s  a r e  p r o h i b i t e d  f r o m  

u s i n g  t h e  a m o u n t s  t r a n s f e r r e d  w i t h  r e s p e c t  t o  t h e s e _Jrh.ree. 

y e a r s  f o r ^ t h e  p a v m e n t ~ ~ o f  U C  o r S t h e  a d m i n i s t r a t i o n  o f  S t a t e  

p u b l i c  e m p l o y m e n t  o f f i c e s . H o w e v e r ,  a m o n g  o t h e r  u s e s ,

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

p u r c h a s i n g  r e a l  p r o p e r t y  f o r  U C  p u r p o s e s .  T h e s e  p u r c h a s e s  

c o u l d  b e  a m o r t i z e d  a g a i n s t  U C  g r a n t  f u n d s  c o n s i s t e n t  w i t h  

t h e  U C  g r a n t  a g r e e m e n t .

F i n a l l y ,  t h e  r e s t r i c t i o n s  a p p l i c a b l e  t o  R e e d  A c t  t r a n s f e r s  

i n  S e c t i o n  9 0 3 ( c ) ( 2 ) ,  S S A ,  a r e  n o t  a p p l i c a b l e  t o  t h e  

t r a n s f e r s  m a d e  w i t h  r e s p e c t  t o  f i s c a l  y e a r s  1 9 9 9 ,  2 0 0 0  a n d  

2 0 0 1 .  T h i s  m e a n s  t h e  a m o u n t s  t r a n s f e r r e d  t o  t h e  S t a t e s  m a y ­

b e  u s e d  w i t h o u t  o b t a i n i n g  a n  a p p r o p r i a t i o n  f r o m  t h e  S t a t e ' s  

l e g i s l a t i v e  b o d y .
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S t a t e  U C  l a w s  u s u a l l y  c o n t a i n  p r o v i s i o n s  a d d r e s s i n g  t h e  u s e  

o f  R e e d  A c t  m o n e y s  t r a n s f e r r e d  u n d e r  S e c t i o n  9 0 3 ,  S S A .

T h e s e  l a w s  u s u a l l y  m i r r o r  t h e  r e q u i r e m e n t s  o f  S e c t i o n  

9 0 3 ( c ) ( 2 ) ,  S S A ,  i n c l u d i n g  a  r e q u i r e m e n t  t h a t  t h e  m o n e y s  b e  ^  

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

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

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

y e a r s  1 9 9 9 ,  2 0 0 0 ,  a n d  2 0 0 1  f o r  t h e  p a y m e n t  o f  U C .  S t a t e s  

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

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

f r o m  t h e  S t a t e  l e g i s l a t u r e .  N o t h i n g  p r o h i b i t s  a  S t a t e  

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

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

u s e d  f o r  U C  a d m i n i s t r a t i o n .

1
D r a f t  l a n g u a g e  f o r  S t a t e  R e e d  A c t  p r o v i s i o n s  w a s  p r o v i d e d  i n  

U I P L  1 2 - 9 1 .  W e  r e c o m m e n d  t h a t ,  u s i n g  t h a t  l a n g u a g e  a s  a  

b a s i s ,  S t a t e s  i n s e r t  t h e  f o l l o w i n g  l a n g u a g e  i n  S t a t e  l a w :

( 4 )  N o t w i t h s t a n d i n g  p a r a g r a p h  ( 1 ) ,  m o n e y s  c r e d i t e d  w i t h  

r e s p e c t  t o  F e d e r a l  f i s c a l  y e a r s  1 9 9 9 ,  2 0 0 0  a n d  2 0 0 1 ,  

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

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

l e g i s l a t u r e . [ E m p h a s i s  a d d e d . ]

T h e  u n d e r s c o r e d  l a n g u a g e  i s  n e c e s s a r y  o n l y  i f  t h e  S t a t e  

c h o o s e s  t o  a v o i d  t h e  a p p r o p r i a t i o n  p r o c e s s .  A s  a n  

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

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

9 0 1 ( c ) ( 3 ) ,  S S A .  ( F o r  e x a m p l e ,  u n d e r  S e c t i o n  9 0 1 ( c ) ( 2 ) ,  S S A ,  

R e e d  A c t  m o n e y s  m a y  b e  u s e d  o n l y  f o r  e x p e n s e s  i n c u r r e d  a f t e r  

t h e  d a t e  o f  e n a c t m e n t  o f  t h e  S t a t e  a p p r o p r i a t i o n . )  I n  t h i s  

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

( 4 )  N o t w i t h s t a n d i n g  p a r a g r a p h  ( 1 ) ,  m o n e y  c r e d i t e d  w i t h  

r e s p e c t  t o  F e d e r a l  f i s c a l  y e a r s  1 9 9 9 ,  2 0 0 0  a n d  2 0 0 1 ,  

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

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

t o  t h e  r e q u i r e m e n t s  o f  p a r a g r a p h  ( 1 )  w h e n  a p p r o p r i a t e d  

b y  t h e  l e g i s l a t u r e .

^c. R e a s o n s  f o r  C h a n g e . T h e  H o u s e  R e p o r t  d e s c r i b e s  t h e  

r e a s o r r - f - Q ^ — i n o - r e a s i n g  t h e  _ E U A  c e i l i n g  a n d  p r o v i d i n g  f o r  t h e  

s p e c i a l  t r a n s f e r s :

T h i s  p r o v i s i o n  h a s  t w o  m a i n  e f f e c t s :  ( 1 )  r a i s i n g

t h e  c e i l i n g  i n  t h e  F e d e r a l  U n e m p l o y m e n t  A c c o u n t  

w h o l e  [ s i c ]  l i m i t i n g  R e e d  A c t  t r a n s f e r s  a l l o w s  f o r  

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

( 2 )  a l l o w i n g  $ 1 0 0  m i l l i o n  i n  R e e d  A c t  t r a n s f e r s  w i l l  

a s s i s t  S t a t e s  i n  t h e  a d m i n i s t r a t i o n  o f  t h e i r  U l  

p r o g r a m s .  ( H .  R e p .  N o .  1 0 5 - 1 4 9 ,  1 0 4 t h  C o n g .  1 s t  

S e s s .  1 0 6  ( 1 9 9 7 ) . )

7 .  S e c t i o n  5 4 0 4 .  B B A :  I n t e r e s t - F r e e  A d v a n c e s  f r o m  t h e

U n e m p l o y m e n t  T r u s t  F u n d . U n d e r  S e c t i o n  1 2 0 2 ( b ) ( 2 ) ,  S S A ,  

a d v a n c e s  m a d e  f r o m  t h e  F U A  d u r i n g  a  c a l e n d a r  y e a r  a r e  

i n t e r e s t  f r e e  i f  t h e  f o l l o w i n g  c o n d i t i o n s  a r e  m e t :

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

S e p t e m b e r  3 0  o f  t h e  c a l e n d a r  y e a r  i n  w h i c h  t h e

a d v a n c e s  w e r e  m a d e ,  a n d

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

w a s  m a d e  t o  t h e  S t a t e  d u r i n g  t h e  c a l e n d a r  

y e a r .

T h e  B B A  a d d s  a  t h i r d  c o n d i t i o n  t o  S e c t i o n  1 2 0 2 ( b ) ( 2 ) .

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

r e g u l a t i o n s  i s s u e d  b y  t h e  S e c r e t a r y  o f  L a b o r ,  r e l a t i n g  t o  

t h e  a c c o u n t s  o f  t h e  S t a t e s  i n  t h e  U n e m p l o y m e n t  T r u s t  F u n d . " 

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

d a t e  o f  e n a c t m e n t  o f  t h e  B B A .  T h e  D e p a r t m e n t  i s  c o m m e n c i n g

w o r k  o n  t h e  r e q u i r e d  r e g u l a t i o n s .

A c c o r d i n g  t o  t h e  H o u s e  C o m m i t t e e  r e p o r t ,  t h i s  a m e n d m e n t  i s  

i n c e n d e d  t o  e n c o u r a g e  s o l v e n c y  o f  S t a t e  u n e m p l o y m e n t  f u n d s :

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

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

t h e  S t a t e  a n d  i t s  e m p l o y e r s .  B o r r o w i n g  F e d e r a l  

f u n d s  i m p o s e s  a  c o s t  o n  t h e  S t a t e  a t  a  t i m e  w h e n  i t  

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

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

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

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

p r o v i s i o n  v’o u l d  e n c o u r a g e  S t a t e s  t o  m a i n t a i n  

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

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

r e c e s s i o n .  ( H .  R e p .  N o .  1 0 5 - 1 4 9 ,  1 0 4 t h  C o n g .  1 s t  

S e s s .  1 0 8  ( 1 9 9 7 ) . )

8 .  S e c t i o n s  5 4 0 5  a n d  5 4 0 7 .  B B A :  E l e c t i o n  W o r k e r s  a n d

E m p l o y e e s  o f  S c h o o l s  O p e r a t e d  P r i m a r i l y  f o r  R e l i g i o u s

P u r p o s e s . S e c t i o n  3 3 0 4 ( a ) ( 6 ) ( A ) ,  F U T A ,  r e q u i r e s ,  a s  a  

c o n d i t i o n  f o r  e m p l o y e r s  i n  a  S t a t e  t o  r e c e i v e  c r e d i t  a g a i n s t
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t h e  F e d e r a l  u n e m p l o y m e n t  t a x ,  t h a t  U C  b e  p a y a b l e  b a s e d  o n  

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

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

o r g a n i z a t i o n s .  T h e  B B A  a m e n d e d  F U T A  t o  p r o v i d e  f o r  t w o  n e w  

e x c e p t i o n s  t o  t h i s  r e q u i r e d  c o v e r a g e .

S e c t i o n  5 4 0 5  o f  t h e  B B A  a d d e d  n e w  s u b p a r a g r a p h  ( F )  t o  

S e c t i o n  3 3 0 9 ( b ) ( 3 ) ,  F U T A ,  t o  p e r m i t  S t a t e s  t o  e x c l u d e  

. c e r v i c e s  p e r f o r m e d :

a s  a n  e l e c t i o n  o f f i c i a l  o r  e l e c t i o n  w o r k e r  i f  t h e  

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

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

o f f i c i a l  o r  e l e c t i o n  w o r k e r  i s  l e s s  t h a n  $ 1 , 0 0 0 .

S e c t i o n  5 4 0 7  o f  t h e  B B A  a d d e d  n e w  s u b p a r a g r a p h  ( C )  t o  

S e c t i o n  3 3 0 9 ( b ) (1) t o  p e r m i t  S t a t e s  t o  e x c l u d e  s e r v i c e s  

. p e r f o r m e d  f o r :

( C )  a n  e l e m e n t a r y  o r  s e c o n d a r y  s c h o o l  w h i c h  i s  

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

d e s c r i b e d  i n  s e c t i o n  5 0 1 ( c ) ( 3 ) ,  a n d  w h i c h  i s  e x e m p t  

f r o m  t a x  u n d e r  s e c t i o n  5 0 1 ( a ) .

S t a t e s  w e r e  n o t  p r e v i o u s l y  p e r m i t t e d  t o  e x c l u d e  s e r v i c e s  

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

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

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

a s s o c i a t i o n  o f  c h u r c h e s .  S e e  U I P L  2 8 - 8 7 .  S i n c e  t h e  n e w  

e x c l u s i o n  i s  l i m i t e d  t o  e l e m e n t a r y  a n d  s e c o n d a r y  s c h o o l s ,  

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

r e l i g i o u s l y - o r i e n t e d  e n t i t i e s  a r e  s t i l l  r e q u i r e d  t o  b e  

c o v e r e d .  ( F o r  e x a m p l e ,  d a y - c a r e  c e n t e r s ,  p o s t - s e c o n d a r y  

s c h o o l s  o r  c e m e t e r y  a s s o c i a t i o n s . )  B o t h  e x c l u s i o n s  " a p p l y  

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

e n a c t m e n t  o f "  t h e  B B A .  W i t h  r e s p e c t  t o  e l e c t i o n  w o r k e r s ,  

t h i s  m e a n s  t h a t ,  i f  t h e  i n d i v i d u a l  e a r n e d  l e s s  t h a n  $ 1 , 0 0 0  

i n  c a l e n d a r  y e a r  1 9 9 7 ,  t h e  s e r v i c e s  a r e  n o t  r e q u i r e d  t o  b e  

c o v e r e d  a f t ^ r  A u g u s t  6 ,  1 9 9 7 .

S t a t e s  a r e  n o t  r e q u i r e d  t o  e x c l u d e  t h e s e  s e r v i c e s .  T h e  

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

t h e  l a n g u a g e  i n  F e d e r a l  l a w  v e r b a t i m .  H o w e v e r ,  t h e  l a n g u a g e  

f o l l o w i n g  " r e l i g i o u s  p u r p o s e s "  i n  s u b p a r a g r a p h  ( C )  o f  

S e c t i o n  3 3 0 9 ( b ) (1) m a y  b e  o m i t t e d  i f ,  a s  i s  c o m m o n l y  t h e  

c a s e ,  S t a t e  l a w  p r o v i s i o n s  r e l a t i n g  t o  c o v e r a g e  o f  n o n p r o f i t  

o r g a n i z a t i o n s  a r e  a l r e a d y  l i m i t e d  t o  t h o s e  o r g a n i z a t i o n s  

d e s c r i b e d  i n  S e c t i o n  5 0 1 ( c ) ( 3 ) ,  I R C ,  w h i c h  a r e  e x e m p t  f r o m  

t a x  u n d e r  S e c t i o n  5 0 1 ( a ) ,  I R C .
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9 .  S e c t i o n  5 4 0 6 .  B B A :  C o v e r a g e  o f  S e r v i c e s  P e r f o r m e d  b y

I n m a t e s . T h e  B B A  a d d e d  a n  e x c l u s i o n  t o  t h e  d e f i n i t i o n  o f  

e m p l o y m e n t  i n  S e c t i o n  3 3 0 6 ( c ) ,  F U T A ,  f o r :

( 2 1 )  s e r v i c e  p e r f o r m e d  b y  a  p e r s o n  c o m m i t t e d  t o  a  p e n a l  

i n s t i t u t i o n .

T h i s  e x c l u s i o n  a p p l i e s  o n l y  f o r  p u r p o s e s  o f  t h e  F U T A  t a x .  

H o w e v e r ,  a s  a  r e s u l t  o f  t h i s  n e w  e x c l u s i o n ,  S t a t e s  m a y  e l e c t  

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

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

a g a i n s t  t h e  F U T A  t a x .

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

t o  s e r v i c e  p e r f o r m e d  a f t e r  J a n u a r y  1 ,  1 9 9 4 . "  S h o u l d  S t a t e  

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

t h e  S t a t e ' s  u n e m p l o y m e n t  f u n d  w i t h  r e s p e c t  t o  t h e s e  s e r v i c e s  

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

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

U I P L  1 1 - 9 2 .

1 0 .  S e c t i o n  5 6 0 8 ,  B B A :  S t a t e  P r o g r a m  I n t e g r i t y  A c t i v i t i e s

f o r  U n e m p l o y m e n t  C o m p e n s a t i o n . S e c t i o n  9 0 1 ( c ) ( 1 ) ( A ) ,  S S A ,  

a u t h o r i z e s  a p p r o p r i a t i o n s  f r o m  t h e  E S A A  f o r  a s s i s t i n g  S t a t e s  

i n  t h e  a d m i n i s t r a t i o n  o f  t h e i r  U C  l a w s .  ( H e n c e f o r t h ,  t h e s e  

a m o u n t s  w i l l  b e  c a l l e d  t h e  " r e g u l a r "  g r a n t . )  T h e  B B A  

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

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

p a r a g r a p h  w a s  a d d e d  t o  S e c t i o n  9 0 1 ( c ) :

( 5 ) ( A )  T h e r e  a r e  a u t h o r i z e d  t o  b e  a p p r o p r i a t e d  o u t  

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

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

t o  a n y  a m o u n t s  a v a i l a b l e  u n d e r  p a r a g r a p h  ( 1 ) ( A ) ( i ) —

( i )  $ 8 9 , 0 0 0 , 0 0 0  f o r  f i s c a l  y e a r  1 9 9 8 ;

( i i )  $ 9 1 , 0 0 0 , 0 0 0  f o r  f i s c a l  y e a r  1 9 9 9 ;

( i i i )  $ 9 3 , 0 0 0 , 0 0 0  f o r  f i s c a l  y e a r  2 0 0 0 ;

( i v )  $ 9 6 , 0 0 0 , 0 0 0  f o r  f i s c a l  y e a r  2 0 0 1 ;  a n d

( v )  $ 9 8 , 0 0 0 , 0 0 0  f o r  f i s c a l  y e a r  2 0 0 2 .

( B )  I n  a n y  f i s c a l  y e a r  i n  w h i c h  a  S t a t e  r e c e i v e s  

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

s h a l l  e x p e n d  a  p r o p o r t i o n  o f  t h e  f u n d s  a p p r o p r i a t e d  

p u r s u a n t  t o  p a r a g r a p h  ( 1 ) ( A ) ( i )  t o  c a r r y  o u t  p r o g r a m  

i n t e g r i t y  a c t i v i t i e s  t h a t  i s  n o t  l e s s  t h a n  t h e  

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

p a r a g r a p h  t h a t  w a s  e x p e n d e d  b y  t h e  S t a t e  t o  c a r r y  o u t  

p r o g r a m  i n t e g r i t y  a c t i v i t i e s  i n  f i s c a l  y e a r  1 9 9 7 .

( C )  F o r  p u r p o s e s  o f  t h i s  p a r a g r a p h ,  t h e  t e r m  

" p r o g r a m  i n t e g r i t y  a c t i v i t i e s "  m e a n s  i n i t i a l  c l a i m s
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r e v i e w  a c t i v i t i e s ,  e l i g i b i l i t y  r e v i e w  a c t i v i t i e s ,  

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

l i a b i l i t y  a u d i t i n g  a c t i v i t i e s .

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

f o r  i n t e g r i t y  p u r p o s e s ;  C c n g r e s s  m u s t  s t i l l  a p p r o p r i a t e  t h e  

a m o u n t s .  I f  a n d  w h e n  " i n t e g r i t y "  m o n e y s  a r e  r e c e i v e d  b y  t h e  

S t a t e s ,  t h e i r  u s e  i c ^ l i m i t e d  t o  t h e  i n t e g r i t y  a c t i v i t i e s  

d e s c r i b e d  i n  9 0 1 ( c ) ( 5 ) ( C ) ,  S S A .

S i n c e  S e c t i o n  9 0 1 ( c ) ( 5 ) ( B ) ,  S S A ,  p r o v i d e s  t h a t  t h e  S t a t e  

m u s t  e x p e n d  t h e  s a m e  p r o p o r t i o n  o f  " r e g u l a r "  g r a n t e d  f u n d s  

o n  i n t e g r i t y  a c t i v i t i e s  a s  w a s  e x p e n d e d  i n  f i s c a l  y e a r  1 9 9 7 ,  

S t a t e s  m a y  n o t  u s e  t h e s e  i n t e g r i t y  m o n e y s  t o  r e d u c e  

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

f i s c a l  y e a r  1 9 9 7  e x p e n d i t u r e s .

1 1 .  S e c t i o n  2 2 1 ,  T P R A :  E m p l o y e r - P r o v i d e d  E d u c a t i o n a l

A s s i s t a n c e . S e c t i o n  3 3 0 6 ( b ) ( 1 3 ) ,  F U T A ,  e x c l u d e s  f r o m  t h e  

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

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

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

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

f r o m  i n c o m e  u n d e r  s e c t i o n  1 2 7  . . . " o f  t h e  I R C .  S e c t i o n  

1 2 7 ,  I R C ,  e x c l u d e s  f r o m  g r o s s  i n c o m e  o f  t h e  e m p l o y e e  c e r t a i n  

a m o u n t s  p a i d ,  o r  e x p e n s e s  i n c u r r e d ,  u p  t o  $ 5 , 2 5 0  i n  a  

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

t h e  e m p l o y e e .  S e c t i o n  1 2 7  d i d  n o t  a p p l y  t o  t a x a b l e  y e a r s  

b e g i n n i n g  a f t e r  M a y  3 1 ,  1 9 9 7 .  I n  t h e  c a s e  o f  t a x  y e a r  1 9 9 7 ,  

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

J u l y  1 ,  1 9 9 7 ,  c o u l d  b e  t a k e n  i n t o  a c c o u n t .

T h e  T P R A  e x t e n d s  t h i s  e x c l u s i o n .  I t  n o w  a p p l i e s  t o  e x p e n s e s  

p a i d  w i t h  r e s p e c t  t o  c o u r s e s  b e g i n n i n g  t h r o u g h  M a y  3 1 ,  2 0 0 0 .  

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

D e c e m b e r  3 1 ,  1 9 9 6 .  T h e  I R S  i s  r e s p o n s i b l e  f o r  a d m i n i s t e r i n g  

t h i s  p r o v i s i o n .

1 2 .  S e c t i o n  9 2 1 ,  T P R A :  S e c u r i t i e s  B r o k e r s . F o r  p u r p o s e s

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

S e c t i o n  3 3 0 6 ( i ) ,  F U T A ,  r e f e r e n c e s  S e c t i o n  3 1 2 1 ( d ) ,  I R C .

T h a t  s e c t i o n  p r o v i d e s  t h a t ,  a m o n g  o t h e r  t h i n g s ,  a n  

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

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

r e l a t i o n s h i p ,  h a s  t h e  s t a t u s  o f  e m p l o y e e . "

T h e  T P R A  p r o v i d e s  a  c l a r i f i c a t i o n  c o n c e r n i n g  t h e  e m p l o y m e n t  

t a x  s t a t u s  o f  r e g i s t e r e d  r e p r e s e n t a t i v e s  o f  a  s e c u r i t i e s  

b r o k e r - d e a l e r .  I t  p r o v i d e s  t h a t  " n o  w e i g h t  s h a l l  b e  g i v e n
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t o  i n s t r u c t i o n s  f r o m  t h e  s e r v i c e  r e c i p i e n t  w h i c h  a r e  i m p o s e d  

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

i m p o s e d  b y  t h e  F e d e r a l  G o v e r n m e n t ,  a n y  S t a t e  g o v e r n m e n t ,  o r  

a  g o v e r n i n g  b o d y  p u r s u a n t  t o  a  d e l e g a t i o n  b y  a  F e d e r a l  o r  

S t a t e  a g e n c y . " T h e  I R S  i s  r e s p o n s i b l e  f o r  a d m i n i s t e r i n g  

t h i s  p r o v i s i o n .

T h e  p r o v i s i o n  i s  e f f e c t i v e  f o r  " s e r v i c e s  p e r f o r m e d  a f t e r  

D e c e m b e r  3 1 ,  1 9 9 7 . "

1 3  . S e c t i o n  1 0 2 4 ,  T P R A :  C o n t i n u o u s  L e v y  o n  P a y m e n t s  _>f U C .

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

j e c t e d  t o  l e v y .  S e e  U I P L  4 5 - 8 9 .  ( A  l e v y  i s  t h e  s e i z u r e  o f  

a  p e r s o n ' s  p r o p e r t y  o r  r i g h t s  t o  p r o p e r t y  t o  p a y  a  d e b t . )  

A l t h o u g h  t h e  T F R A  d i d  n o t  a m e n d  t h e s e  U C  p r o v i s i o n s ,  i t  

a u t h o r i z e d  t h e  I R S  t o  i m p o s e  a  c o n t i n u o u s  l e v y  o n  c e r t a i n  

p a y m e n t s ,  i n c l u d i n g  U C ,  u n t i l  t h e  l e v y  i s  r e l e a s e d .  T h i s  

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

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

t a x  w i t h i n  1 0  d a y s  o f  n o t i c e  a n d  d e m a n d  b y  t h e  I R S .  

S p e c i f i c a l l y ,  t h e  T P R A  a d d e d  n e w  s u b s e c t i o n  ( h )  t o  S e c t i o n  

6 3 3 1 ,  I R C —

( 1 )  I n  G e n e r a l . - - T h e  e f f e c t  o f  a  l e v y  o n  s p e c i f i e d  

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

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

u n t i l  s u c h  l e v y  i s  r e l e a s e d .  N o t w i t h s t a n d i n g  

s e c t i o n  6 3 3 4 ,  s u c h  c o n t i n u o u s  l e v y  s h a l l  a t t a c h  t o  

u p  t o  1 5  p e r c e n t  o f  a n y  s p e c i f i e d  p a y m e n t  d u e  t o  t h e  

t a x p a y e r .

( 2 )  S p e c i f i e d  P a y m e n t . - - F o r  t h e  p u r p o s e s  o f  p a r a g r a p h  

( 1 ) ,  t h e  t e r m  " s p e c i f i e d  p a y m e n t "  m e a n s  —

( A )  a n y  F e d e r a l  p a y m e n t  o t h e r  t h a n  a  p a y m e n t  f o r  

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

( o r  b o t h )  o f  a  p a y e e ,

( B )  a n y  p a y m e n t  d e s c r i b e d  i n  p a r a g r a p h  (4)

[ p e r t a i n i n g  t o  u n e m p l o y m e n t  b e n e f i t s ] ,  ( 7 )  [ w o r k e r s  

c o m p e n s a t i o n ] ,  ( 9 )  [ w a g e s ,  s a l a r y  a n d  o t h e r  i n c o m e ] ,  

o r  ( 1 1 )  [ c e r t a i n  p u b l i c  a s s i s t a n c e ]  o f  s e c t i o n  

6 3 3 4 ( a ) ,  a n d

( C )  a n y  a n n u i t y  o r  p e n s i o n  p a y m e n t  u n d e r  t h e  

R a i l r o a d  R e t i r e m e n t  A c t  o r  b e n e f i t  u n d e r  t h e  

R a i l r o a d  U n e m p l o y m e n t  I n s u r a n c e  A c t .

U n d e r  n e w  S e c t i o n  6 3 3 1 ( h )  ( 2 )  (C) , a n y  p a y m e n t  d e s c r i b e d  i n  

p a r a g r a p h  ( 4 )  o f  S e c t i o n  6 3 3 4 ( a ) ,  I R C ,  m a y  b e  c o n t i n u o u s l y  

l e v i e d  u p  t o  1 5  p e r c e n t .  P a r a g r a p h  ( 4 )  a p p l i e s  t o  a n y  

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

u n e m p l o y m e n t  ( i n c l u d i n g  a n y  p o r t i o n  t h e r e o f  p a y a b l e  w i t h
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r e s p e c t  t o  d e p e n d e n t s )  u n d e r  a n  u n e m p lo y m e n t  c o m p e n s a t i o n  
l a w  o f  t h e  U n i t e d  S t a t e s ,  o r  a n y  S t a t e ,  o r  o f  t h e  D i s t r i c t  
o f  C o lu m b ia  o r  o f  t h e  C o m m o n w e a lth  o f  P u e r t o  R i c o . "  U n d e r  
t h i s  a u t h o r i t y ,  t h e  IR S  m ay  l e v y  a n y  p a y m e n t  u n d e r  S t a t e  o r  
F e d e r a l  UC la w , i n c l u d i n g  p a y m e n t s  u n d e r  t h e  UC f o r  F e d e r a l  
e m p l o y e e s  (UCFE) , UC f o r  E x - s e r v i c e m e m b e r s  (UCX) a n d  t h e  
D i s a s t e r  U n e m p lo y m e n t A s s i s t a n c e  (DUA) p r o g r a m s  a s  w e l l  a s  
t r a d e  r e a d j u s t m e n t  a l l o w a n c e s  (TRA) u n d e r  t h e  T r a d e  
A d j u s t m e n t  A s s i s t a n c e  a n d  N A F T A - T r a n s i t i o n a l  A d j u s t m e n t  
A s s i t a n c e  p r o g r a m s .

T h e  IR S  m ay  c o n t i n u o u s l y  l e v y  u p  t o  15  p e r c e n t  o f  " a n y  
s p e c i f i e d  p a y m e n t . "  T h e  a m e n d m e n t a p p l i e s  t o  l e v i e s  i s s u e d  
a f t e r  t h e  A u g u s t  6 , 1 9 9 7 ,  d a t e  o f  t h e  e n a c t m e n t  o f  t h e  TPRA.

T h e  c o n t i n u o u s  l e v y  i s  a d m i n i s t e r e d  b y  t h e  IR S .  T h e  IR S  m ay  
i m p l e m e n t  t h e  c o n t i n u o u s  l e v y  t h r o u g h  c o m p u t e r  c r o s s m a t c h e s  
w i t h  S t a t e  UC a g e n c i e s .  T h e  UC a g e n c i e s  w i l l  b e  r e s p o n s i b l e  
f o r  d e d u c t i n g  a m o u n ts  l e v i e d  f r o m  UC, UCFE, UCX, DUA, a n d  
TRA a n d  f o r  f o r w a r d i n g  s u c h  a m o u n ts  t o  t h e  IR S .  A s t h e  IR S  
d o e s  n o t  p a y  f o r  c o s t s  o f  l e v i e s ,  t h e  D e p a r t m e n t  i s  
e x a m i n i n g  t h e  f u n d i n g  i m p l i c a t i o n s  f o r  t h e  UC s y s t e m .

S i n c e ,  i n  a c c o r d a n c e  w i t h  F e d e r a l  UC la w ,  a l l  S t a t e  l a w s  
c u r r e n t l y  p r o h i b i t  t h e  l e v y  o f  UC, t h e  D e p a r t m e n t  r e c o m m e n d s  
t h a t  S t a t e s  am e n d  t h e i r  l a w s  t o  s p e c i f i c a l l y  a u t h o r i z e  
c o n t i n u o u s  l e v y  i n  a c c o r d a n c e  w i t h  S e c t i o n  6 3 3 1 ,  IR C . 
A l t e r n a t i v e l y ,  S t a t e s  m ay  v ie w  S e c t i o n  6 3 3 1 ,  IR C , a s  
s u p e r s e d i n g  S t a t e  l a w .

1 4 .  S e c t i o n  1 0 3 5 , TPRA: E x t e n s i o n  o f  T e m p o r a r y  T a x .
S e c t i o n  3 3 0 1 ,  FUTA, i m p o s e s  a  t a x  o f  6 . 2  p e r c e n t  o n  w a g e s  
p a i d  i n  e m p lo y m e n t  b y  e m p l o y e r s . T h i s  t a x  w a s  t o  h a v e  
d r o p p e d  t o  6 .0  p e r c e n t  b e g i n n i n g  i n  c a l e n d a r  y e a r  1 9 9 9 .

U n d e r  t h e  TPRA a m e n d m e n ts ,  t h e  6 . 2  p e r c e n t  t a x  w i l l  r e m a i n  
i n  e f f e c t  t h r o u g h  c a l e n d a r  y e a r  2 0 0 7 .  T h e  t a x  i s  now  
s c h e d u l e d  t o  d r o p  t o  6 . 0  p e r c e n t  b e g i n n i n g  w i t h  c a l e n d a r  
y e a r  2 0 0 8 .

1 5 .  A c t i o n .  A p p r o p r i a t e  s t a f f  s h o u l d  b e  a d v i s e d  o f  t h e s e  
a m e n d m e n t s .

1 6 .  I n q u i r i e s . P l e a s e  d i r e c t  i n q u i r i e s  t o  t h e  a p p r o p r i a t e  
R e g i o n a l  O f f i c e .
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T h e  H o n o r a b l e  J e r r y  W ard
C h a i r ,  S e n a t e  S t a t e  A f f a i r s  C o m m it t e e
A l a s k a  S t a t e  L e g i s l a t u r e
Room 4 2 3 ,  S t a t e  C a p i t o l
J u n e a u ,  AK 9 9 8 0 1

D e a r  S e n a t o r  W a rd :

I  r e s p e c t f u l l y  a s k  t h a t  y o u  h o l d  a  h e a r i n g  o n  HB 8 7 ,  An A c t  
R e l a t i n g  t o  t h e  U n e m p lo y m e n t T r u s t  F u n d .  T h i s  l e g i s l a t i o n  
p r o v i d e s  t h e  s t a t e  a u t h o r i t y  t o  r e c e i v e  f e d e r a l  f u n d s  f o r  
t h e  a d m i n i s t r a t i o n  o f  t h e  u n e m p lo y m e n t  i n s u r a n c e  p r o g r a m  a s  
r e q u i r e d  i n  t h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7 .

T h e  1 9 9 7  A c t  p r o v i d e d  f o r  a  d i s b u r s e m e n t  f r o m  t h e  f e d e r a l  
u n e m p lo y m e n t  t r u s t  f u n d  t o  t h e  s t a t e  u n e m p lo y m e n t  t r u s t  
f u n d ,  k n o w n  a s  " R e e d  A c t  D i s t r i b u t i o n s . "  S t a t e s  m u s t  e n a c t  
l e g i s l a t i o n  r e s t r i c t i n g  t h e  u s e  o f  t h e  R e e d  A c t  f u n d s  t o  t h e  
a d m i n i s t r a t i o n  o f  t h e  u n e m p lo y m e n t  i n s u r a n c e  p r o g r a m ,  a n d  
n o t  f o r  u n e m p lo y m e n t  b e n e f i t s  o r  e m p lo y m e n t  s e r v i c e s .

T h i s  b i l l  c o m p l i e s  w i t h  t h e  f e d e r a l  r e q u i r e m e n t  b y  p r o v i d i n g  
t h e  s t a t e  e x p r e s s  a u t h o r i t y  t o  r e c e i v e  t h e  R e e d  A c t 
d i s t r i b u t i o n s  f o r  f e d e r a l  f i s c a l  y e a r s  1 9 9 9  -  2 0 0 1  f o r  
p u r p o s e s  o f  a d m i n i s t e r i n g  t h e  u n e m p lo y m e n t  i n s u r a n c e  
p r o g r a m .

S i n c e r e l y ,

Ed F l a n a g a n  
C o m m is s io n e r

E F /D P : e t s

07G9LH
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B A C K G R O U N D :
The Social Security Act requires that the Secretary of the U.S. Department of Labor (USDOL) 
provide each state with adequate funding for proper and efficient administration during the fiscal 
year of the state's Unemployment Insurance (Ul) program. Despite this mandate, funding ulti­
mately depends upon what the Congress agrees to appropriate.

Though Congress had determined that the Federal government had responsibility for funding the 
administration of the Ul program, no direct link was established between Federal Unemployment 
Tax Act (FUTA) receipts and grants to the states. The gap between taxes collected under the 
FUTA and the amount appropriated by Congress became apparent in the early years of the 
program. By 1952, approximately $1 billion more in FUTA taxes had been collected than had 
been appropriated for administration.

As a result, Congress passed the Reed Act in 1954 providing that funds collected from FUTA 
taxes must be used for federal and state administration of the Ul or Employment Service (ES) 
programs. I f  more funds were collected than were needed for administration, the excess funds 
were to be returned to the states. Such Reed Act distributions of excess funds were made in 
1956,1957, and 1958. Conformity legislation passed by each state guaranteed, as a condition 
of eligibility for a share of the distribution, that these funds would be used only for administra­
tion of Ul or ES, or directly for the payment of Ul benefits.

Subsequent Reed Act distributions were, in effect, prevented by congressional action . * ,ig the 
"statutory ceilings" of the various accounts within the federal Unemployment Trust Fund on four -' 
separate occasions (most recently in 1998). /

I
S T A T 175:

In FFY 98, $6.24 billion was collected in FUTA taxes; just $3.6 billion was returned to the states 
for administration. The balance of the federal Unemployment Trust Fund has grown from a 
1986 balance of $2.8 billion to $23.09 billion in 1998. The disparity between taxes collected 
under FU'IA and the administrative funds returned to the states is at the core of the current 
national debates regarding administrative funding reform.

On November 30, 1998, a Reed Act distribution of $15,934,986.93 occurred. In addition, the 
Balanced Budget Act of 1997 provides for in Reed Act distributions capped at $100 million for 
the fiscal years ending in 1999, 2000, and 2001. These "special" distributions may only be used 
to fund administration of the Unemployment Insurance program, unlike regular Reed Act distri-



butions which could also be used to fund the administration of Employment services or the 
actual payment of Ul benefits. Because of this special restriction, states must pass enabling 
legislation agreeing to the limited use of these funds in order to be eligible to receive a share of 
the $100 million distribution. *

Had the transfers not been "capped," it is estimated that about $3 billion would have been 
made available. These distributions are being made to ameliorate the impact of reduced admin­
istrative funding appropriations in recent years. An additional $5.2 billion is estimated for 
distribution in FFY 2002 once the legislative cap is lifted.

Each state's share of the Reed Act distribution will be prorated based on the percentage of 
FUTA tax receipts from that state. Alaska's estimated share of the $100,000,000 distributions is 
anticipated to be between $600,000 and $700,000.

* HB 87 & SB 63 were both introduced before the Alaska Legislature on 2/20/99. These the 
bills provide the language required by the federal government to allow Alaska to receive its 
share of the $100 million being distributed over the three year period.

Revised 2/23/99
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Flow of FUTA Funds Under Existing Federal Statutes
0 .0 %  E m p lo y e r T a x  *

Employment Security Administration Account ESAA
F in a n c e s  a d m in is tra tiv e  c o s ts  o f the 
e m p lo y m e n t s e c u r ity  p ro g ra m .

M o n th ly  .64%  o f the  0 .8 %  e m p lo y e r 
ta x  is re ta in ed .

S ta tu to ry  c e ilin g  is  4 0 %  o f the 
a p p ro p r ia tio n  fo r  th e  p r io r  f is c a ’ 
y e a r.

Extended Unemployment Compensation Account 
. EUCA

F in a n c e s  F e d e ra l-S ta te  e x te n d e d 
b e n e fits  p ro g ra m s .

M o n th ly  .1 6 %  o f the  0 .8 %  e m p lo y e r 
tax is  re ta in ed .

S ta tu to ry  c e ilin g  is 0 .5%  o f to ta l 
w a g e s  in c o v e re d  e m p k  ym e n t in 
the  p re c e d in g  c a le n d a r "e a r .

Federal Unemployment Account 
FUA '

F in a n c e s  re p a y a b le  a d v a n c e s  to 
S la te s  w ith  d e p le te d  re s e rv e s

S ta tu to ry  ce ilin g  is  0 .2 5 %  o f  to ta l 
w a g e s  in c o v e re d  e m p lo y m e n t in 
the  p re c e d in g  c a le n d a r  y e a r.

E ffe c tive  tax  ra te , a fte r 5 .4 %  is 
o ffse t a g a in s t 6 .2 %  F e d e ra l la x .

If  A c c o u n t b a la n ce  e x c e e d s  c e ilin g :
Oct. 1

T ^ o p t . j o j ^
ft \

ESAA EUCA FUA

\  / \ / .

t

Oct. 1 Oct. 1

R eed  A c t 
D i s t r i b u t i o n

S ta te  A c c o u n ts
i_____________________ i
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SENATE BILL NO. 63

IN THE LEGISLATURE OF THE STATE OF ALASKA

TW ENTY-FIRST LEGISLATURE - FIRST SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced: 2/10/99
Referred: State Affairs, Finance

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to money credited to the account of the state in the

2 unemployment trust fund by the Secretary of the Treasury of the United States;

3 and providing for an effective date."

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

5 * Section 1. INTENT. It is the intent o f the legislature that the state be eligible under the

6 Balanced Budget Act o f 1997, P.L. 1005-33 and 42 U.S.C. 1103 (sec. 903, Social Security

7 Act) to have the Secretary o f the Treasury of the United States credit the sta te’s

8 unem ploym ent trust fund with money for the purpose o f administering the unem ploym ent

9 com pensation program.

10 * Sec. 2. UNEM PLOYM ENT TRU ST FUND. Notwithstanding AS 23.20.145(f), money

11 credited to the account o f this state in the unemployment trust fund by the Secretary o f the

12 Treasury o f the United States from the effective date o f this Act through Septem ber 30, 2002

13 under 42 U.S.C. 1103 (sec. 903, Social Security Act) shall be used, after enactm ent o f an

14 appropriation law, solely for the adm inistration o f the unemployment com pensation program.

SB0063A -1-
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1 M oney credited under this section is not otherwise subject to the requirem ents of

2 AS 23.20.145(f)(1) - (3).

3 * Sec. 3. DEFINITIONS. In this Act,

4 (1) "unem ploym ent trust fund" means the fund established in

5 AS 23.20.135(a)(2);

6 (2) "administering 'h e  unemployment com pensation program" and

7 "administration o f the unem ploym ent com pensation program" mean the D epartm ent o f Labor’s

8 activities relating to the collection o f contributions and the paym ent o f unem ploym ent

9 com pensation benefits under AS 23.20.165 - 23.20.530.

10 * Sec. 4. REPEAL. Sections 1 - 3 o f this A ct are repealed O ctober 1, 2002.

11 * Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

I -GS1024. A

SB 63 -2-
New T ext U nderlined  [DELETED TEXT BRACKETED]

SB0063A



S E N A T E  F I N A N C E  C O M M I T T E E

S I G N - I N

HB 8 ;-UNEMPLOYMENT TRUST FUND

NAME: T V  U ' £ I J ( { K w  i _______________ Sub./Bill N o : / L p  # ' 1

Co./Dept./Title: J | • (0  U  / - A / ?  c f i  / J) n- i /fthone:^  7

Address:

Do you wish to testify? X  Y e s  N o  Respond to Questions

NAME:

Co./Dept./Title:. 

Address:_______

NAME:

Co./Dept./Title:. 

Address:_______

NAME:

Co./Dept./Tille:_ 

Address:_______

_Zip:_

.Sub./Bill No:.

 Phone:.

_________ Zip:.

Do you wish to testify? Y e s  N o  Respond to Questions

_Sub./Bii; No:.

 Phone:.

_________ Zip:

Do you wish to testify? Y e s  N o  Respond to Questions

.Sub./Bill No:.

 Phone:.

_________ Zip:

Do you wish to testify? Y e s  N o  Respond to Questions

SFC-99 - 1 17 May 1999







HOUSE COMMITTEE REPORT
(ii)
Date Referred to Committee: M arch 5,1999 FU R TH ER  REFER R A LS:

D ate of Com m ittee Action:

The FINANCE Com m ittee considered:

HOUSE B ILL NO. 92 M U N IC IPA L TAXATIO N O F A LCOH OL

H B 92

"A n Act rela ting  to m unicipal taxation  of alcoholic beverages."

recommends it be replaced [ ] the same title
with the following committee substitute_______________________________________  [ ] a new title

[ J additional referral to  _________________ Committee
( I attached amendments)

ADOPTS:______________________________ Letter of Intc r

ATTACHES NEW FISCAL NOTE(s): (Dip0 APPROVES PREVIOUS:

I ] fiscal note(s) _________________  fiscal note(s) ~~pCvtN (  *  ^ T ) ___________

[ 1 zero fiscal note(s) _ n  f xl zero fiscal note(s) C^ s T )



It 
J

Rev is io n  C a : e : __________________________________
T i t le  An Ac: re'cV'C :o '“ -r .c ira  :aja:>cn

CF ALASKA
:999 LEGISLATIVE SESSION FISCAL NOTE

Bill Version: HB 92
(H) Publish Date: 3 / 5 / 9 9

of a ic c r o i i c  ce ve ra ce s

O eo t .  A l l e c t efl: C c n m u n i : v  & R e o .o n a i  A ,fa :s 
cR J'
Ccrrocnen!

S p o n s o r :  R E P R E S E N T A T I V E  D A V IS
R e q u e s t o r :  H o u s e  C R A  C o m m i t t e e

E x p e n d i t u r e s *  R e v e n u e s :

COMPONENT SERIAL NO.

• T h o u s a n d s  o l  D o l la r s )

OPERATING
P E R S O N A L  S E R V I C E S
T R A V E L
C O N T R A C T U A L
S U P P L I E S
E Q U I P M E N T

L A N D  & S T R U C T U R E S
G R A N T S ,  C L A IM S
M I S C E L L A N E O U S
TOTAL OPERATING

F Y  00

0.0

F Y  01 FY  02

0.0 0.0

F Y  03 FY04

0.0 0.0

F Y  05

0.0

C A P I T A L 0.0 0.0 0.0 0.0 0.0 0.0

R E V E N U E  F U N D  S O U R C E :

F U N D IN G : ( T h o u s a n d s  of D o  lars)

1002 F e d e r a l  R e c e i p t s
1003 G F  M a t c h
1004 G F

1005 G F / P ro g r am  R e c e ip t s
1006 G F / M H T IA
O t h e r
T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

P O S I T I O N S :
F U L L - T iM E
P A R T - T IM E
T E M P O R A R Y

E s t im a t e  o f  c u r r e n t  (FY99) im p a c t  S n o n e

ANALVsiS: ( A t t a c h  a  s e p a r a t e  p a g e  if n e c e s s a r y )

Enactment of fn:s leg-sictior v.co'd net hove significant fiscci impact on rre ceportment.

P r e p a r e d  bv: R e m o n d  H e n d e r s o n .  D ir e c to r P hone : 465-4709

D iv . s io n :  D i v i s i o n  o l  A dm in is t r a t i v e  S e r v i c e s Date: 2/22-99

A p p r o v e d  b y  C o m m is s i o n e r :  ___ Date: 2122199
A g e n c y :  C o m m u n i t y  4 R e g i o n a l  Affa irs

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE G-FICE
For further distribution information call the Governor's Legislative Office

Page 1 of 1
C O M M I T T E E  C O P Y



S T A T E  O F A LA SK A
1999 L E G IS L A T IV E  SESSION

No: 2
FISCAL NOTE Bill Version: HB 92___________

(H ) Publish Date: 3 / 5/99
R e v is io n  Da te/T im e  (Note  il  correct ion) ________________
T it le  M u n i c ip a l  taxa t ion  of a lco ho l ic  b e ve rage s

D ep t .  A ffec ted R e v e n u e  
B R U  A B C  Boa rd
C o m p o n e n t  A B C  Boa rd

S p o n s o r
R e q u e s t e r

R e p .  D a v is
H o u s e  C & R A  C om m it t e e C o m p o n e n t  S e r ia l  No .

Expenditures/Revenues
Note: Am ou n t s  d o  no t  in c l u d e  inf lat ion u n le s s  o therw ise  no ted  b e low .

(Thousands of Dollars)

O P E R A T IN G  E X P E N D I T U R E S FY  2000 F Y  2001 F Y  2002 F Y  2003 FY  2004 F Y  2005
Pe rs o na l  S e r v ic e s  
T ra v e l  
C o n t ra c tu a l  
S u p p l ie s  
E q u ipm e n t  
L a n d  & S tructu res  
G ran ts  & C la im s  
M is c e l la n e o u s

;

•

I

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

F U N D  S O U R C E (T ho u sa nd s  of Do llars)
1002 F ede ra l  R e c e ip t s
1003 G F  M a tch
1004 G F
1005 G F/P rog ram  R e c e ip t s
1037 GF/M en ta l  H ea l t h
O the r  (Soec ify  Type)

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of current year (FY99) cost: 

P O S IT IO N S

0.0

Full-time
Part-time
Tem po ra ry

A N A L Y S IS : (Attach a separate page il necessary)

P repared  by 

D iv is io n  

Approved by 
C om m is s io n e r  

A g e n cy

P h o n e  465-2301

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

C O M M I T T E E  C O P Y Page 1 ol 1
fiscal32 - 2 22'SS



S T A T E  O F  A LA S K A
1999 L E G IS L A T IV E  SESSION

L Version: h r 9?
F I S C A L  N O T E  W FTOi T s h C

No: 3

R e v is io n  Da te/T im e  (Note  il correct ion) M a rc h  3,1999_______________ D ep t .  A ffec ted R e v e n u e _______________
Tit le M u n ic ip a l  T a xa t io n  of A lcoho l___________________________B R U  R e v e n u e  Opera t ions

C o m p o n e n t  I n c om e  a n d  Ex c is e  Audit
S p o n s o r  R e p re s e n ta t iv e  Da v is__________________________________  ___________________________
R e q u e s t e r  C R A __________________________________________________ C o m p o n e n t  S e r ia l  No . 113

Expenditures/Revenues________________________________ (Thousands of Dollars)___________
Note: A m o u n t s  d o  not i n c lu d e  inf la t ion un le s s  othe rw ise  no ted  b e low .
O P E R A T IN G  E X P E N D IT U R E S FY  2000 F Y  2001 F Y  2002 F Y  2003 F Y  2004 FY  2005
P e rs ona l  S e r v ic e s
Trave l
C on t ra c tua l
S u p p l ie s
E q u ipm e n t
L and  & S tructu res
G ran ts  & C la im s
M is c e l la n e o u s

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L  E X P E N D IT U R E S  I I I I

C H A N G E  IN  R E V E N U E S  (dec rease )

F U N D  S O U R C E ____________________________________________________________ (T ho u sa nd s  of Dollars)
1002 Fede ra l  R e c e ip t s
1003 G F  M a tch
1004 G F
1005 GF/P rog ram  R e c e ip t s  
1037 GF/M en ta l  H ea l t h  
O the r  (Spec ify  Type)

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of current year (FY99) cost: 0.0

P O S IT IO N S
Full-time
Parl-time
Temporary

A N A L Y S IS :  (Attach a separate page il necessary)
*' The proposed legislation may cause the state to lose a small amount of state alcohol tax revenues. This revenue loss 
would be due to the decrease in consumption because of an increase in price. The percentage change in quantity 
consumed as a result of a percentage change in price is called the price elasticity of demand. If we assume that some 
municipalities that currently have no sales tax on alcohol enact one, prices would most likely increase. There are many 
different estimates of the price elasticity demand for alcohol. They usually differ by the type of alcohol with the lowest 
elasticity being for beer. I have seen elasticity’s that range from -.12 to -1.07 for beer, from
-.13 to -1.8 for liquor and from -.27 to -2.37 for wine. One publication suggests the use of -.35 for all alcohol types. This 
would imply that for a 1% increase in price consumption would decrease by 1/3 of 1%. Given the uncertainties involved 
and not knowing which if any municipalities will increase their alcohol tax, DOR cannot estimate the loss of revenue.

A gen cy  D epa r tm en t  of R e v e n u e

P R E P A R E R  T O  P R O V ID E  A L L  D IS T R IB U T IO N  C O P I E S  T O  G O V E R N O R ' S  L EG IS L A T IV E  O F F I C E
 ____ For further distribution intormalion, call the Governor’s Legislative Office

C O M M I T T E E  C O P Y  Page 1 of 1

Prepared  by P hon e  465-3682

Date/Time March  3, 1999 

Date March  3, 1999

D iv is ion  
A pp ro ved  by 
C om m is s io n e r

I n c om e  and

hb92fn - 3/3/99



greater tax on alcohol is sorely heeded
By MATT FELIX

It appears that $30 million is a 
lot of money to everyone but politi­
cians. Tliu.’s how much money a 
dime-a-<irink tax on alcohol would 
bring into the sta te  treasury. Add­
ing a quarter to a drink would 
bring in about $50 million.

To date, no one in a position of 
power has made this simple pro­
posal to increase state income de­
spite our revenue shortfall.

State taxes on alcohol haven’t 
been raised since 1983, and that 
was the only increase since state- 

[■jfefBd. The federal tax hasn't beep 
^ ju s te d  but once since the Kore- 

, / n  war. Both tax increases were 
very small and did not keep up 
with inflation during that period.

The present state tax on alcohol 
amounts to 3.3 cents for a beer, 4 
cents for a glass of wine, and 4.5 
cents for a mixed drink. This mini­
mal excise tax brings in approxi­
mately $15 million to the Alaskan 
treasury. A dime-a-drink is not ad­
equate in light of the expenses that 
alcohol abuse causes in our state. 
The estimated yearly costs to the 
state taxpayer range from $90 mil­
lion to as much as $150 million.

Whatever the cost is, it clearly 
appears that the state  is not taxing 
the liquor industry, but is instead 
supporting it with public funds.

The dime-a-drink proposal con­
sidered three years ago now ap­
pears inadequate to bring this situ­
ation into a better balance. Per­
haps a quarter-a-drink increase 
should be considered to bring re­
lief to the taxpayers of Alaska. 
The alcohol industry cries foul 
when discussing a tax increase 
saying its product is taxed at r . 
greater rate than other products. 
That’s true, but the type of tax ap­
plied to them is a special tax 
called an excise tax, which is often

Whatever the cost is, it clearly appears 
that the state is not taxing the liquor 
industry, but is instead supporting it with 
public funds.

applied to non-essential items such 
as alcohol, jewelry or items of lit-

the English parliament during tfie 
gin epidemic ofth'e"l740^as a way 
of curbing a biise "while providing 
for the increased policing costs.

Perhaps Alaska could take a 
lesson from this history. Excise 
taxes, when used this way, are not 
taxes but more like user fees. Indi­
viduals who don’t drink pay no 
taxes, but those who drink a lot 
pay the most excise taxes.

This is as it should be, for those 
who drink excessive amounts 
cause the most problems and sub­
sequent expenses to the public. 
Studies show that heavy drinkers 
make up 15 percent of the total 
drinking population, but they, 
drink 78 percent of all the alcohol 
consumed.

The Legislature has taken the 
view of "no tax at any cost." Law­
makers may want to reconsider 
this unique imbalance of revenue 
to expenditures.

The cost of alcohol abuse in 
Alaska will continue to be ex­
tremely high due to the high rate 
of consumption. We Alaskans 
drink more than most populations 
and drink nearly a gallon more of 
pure alcohol than the national av­
erage. During the 1980s, Alaskans 
drank an average of more than

four gallons annually of pure alco­
hol per person over the age of 14 
years.

This extreme drinking has 
com£ down some over the last 10 
^eaW bW if’s!ill ti'drie ‘dflhd high­
est levels in the country.

One only needs to ask a police­
man, prosecutor, or judge about 
the costs associated with this level 
of drinking. Check the police re­
port printed daily in the Empire. 
Research shows that 74-80 percent 
of all crime is committed while un­
der the influence of alcohol.

Consequently, 75 percent of the 
prison population committed their 
crime while intoxicated. The 
health care system, including 
Medicare and Medicaid, are simi­
larly impacted. It is estimated 
that one third of all general hospi­
tal admissions in Alaska are exac­
erbated by alcohol.

The governor recently stated 
that 7 out of 10 child-abuse calls to 
the state are alcohol related, and 
Alaska's high rate of divorce is in­
fluenced greatly by excessive 
drinking. However one measures 
the cost, in dollars or lives de­
stroyed, the costs of alcohol abuse 
in Alaska are unacceptable.

The single most important act 
to reduce this tragedy is to raise 
the price of alcohol. This is a les­
son known to researchers and con­
firmed in Alaska through the to­

bacco tax.'. ,ti 
With an Increase hi price, the 

reduction in consumption of alco­
hol would occur most among our 
youth just as it has with tobacco. 
Alcohol is a major factor in the 
three leading causes of death for 
young people ages 15-24 -  acci­
dents, homicides, and suicides. 
According to the National Bureau 
of Economic Research, the higher 
the taxes on alcohol the more lives 
saved in the young age groups.

Many politicians now in office 
campaigned on family issues. 
They should know .jhat. over half, 
the domestic violence in Alaska is 
attributed to alcohol abuse,

Raising money is a major con­
cern for the state right now but my 
personal issue is improving the 
health and safety of Alaskans.

The single most influential ac­
tion to improve the health and 
public safety in this state would be 
to lower the per-capita consump­
tion of alcoholic beverages by rais­
ing the price. The legal debates in­
volving divorces, homicides, as­
saults, drunk driving, rape, and al­
cohol commitments have left me 
convinced that the Legislature, not 
the courts, must find solutions to 
these crises. There may be a 
shortage of political will. It will 
take a great deal of political will to 
overcome the moneyed liquor lob­
byists entrenched in Alaska poli­
tics. Someone out there must think 
that $25 million to $50 million is a . 
lot of money.

•••••M att Felix is tha clin ical d i­rector a t  G a s tin e a u  Hum an S e r ­v ic e s . He d e v elo p ed  the D ep art­m en t o f  H ealth  an d  S o c ia l S e r­v ice s fo r  the C ity  o f Ju n e a u  and w as tho sta te  d irector o f A lc o ­hol and D rug S e r v ic e s  for seven years.
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A l a s k a  S t a t e  L e g i s l a t u r e

R e p r e s e n t a t iv e  G a r y  D a v is

H O U S E  B I L L  92  

SPONSOR STATEMENT

"An Act relating to municipal taxation of alcoholic beverages"

In these days of declining revenues and increasing costs, local governments are 
looking for different avenues to pay for local services. House Bill provides a new 
option to do this, but only if approved by a majority vote of the local citizenship.

House Bill 92 amends the statutes to allow-NOT require-municipalities to impose 
a sales tax on alcoholic beverages regardless of whether there is a tax on other 
kinds of sales. The interpretation of current statutes is that only municipalities 
with a sales tax on other sales may impose a sales tax on alcohol and then only at 
the general sales tax rate. This legislation would allow municipalities to impose a 
sales tax that is equal to, lower than, or higher than, the general sales tax rate.

Local voters would have to decide whether to impose a sales tax on alcohol. As 
with other municipal taxes, the sales tax on alcoholic beverages and its rate cannot 
be imposed without approval of the voters in the municipality.

Laws are continually passed that have a direct financial impact on municipalities. 
For example, state and federal laws require municipalities to care for and protect 
public inebriates; however, sufficient funding is not always provided for these 
activities. Such costly services can include public safety, care for inebriates, and 
alcohol-related social and health problems. This legislation enables municipalities 
to address these budgeting problems along with others. It provides them with a 
new option.

H B  92/SS/2/10/99

Session: Stale Capitol, Juneau, AK 99801 • Phone 907/465-2693 or 800/463-2693 • Fax 907/465-3835 
Interim: 145 Main St. Lp., Stc. 223, Kcnai, AK 99611 • Phone 907/2S3-7095 or 907/224-2051 • Fax 907/283-3075
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A l a s k a  S t a t e  L e g i s l a t u r e

R e p r e s e n t a t iv e  G a r y  D a v i s

S E C T IO N A L  A N A L Y S IS  

H o u s e  B ill 9 2  

“A n  A c t re la tin g  to  m u n ic ip a l ta x a tio n  o f a lc o h o lic  b e v e ra g e s ”

Section 1: Amends AS 04.21.010(c)(2), regarding municipal regulation, to allow 
municipalities to impose a sales tax on alcoholic beverages regardless 
of whether they have a sales tax on other sales. Current statute allows 
a sales tax on alcoholic beverages only if a sales tax exists on other 
sales. It also allows the municipality to set the sales tax on alcoholic 
beverages at a rate equal to, higher or lower than, the sales tax on 
other sales.

Deletes AS 04.21.010(c)(3), which allows municipalities having sales 
taxes on alcoholic beverages prior to July 1, 1985, to continue to tax 
alcoholic beverage sales. This section is no longer needed as all 
municipalities may impose a sales tax on alcoholic beverages.

Section 2: Amends AS 29.45.650(a), regarding borough sales and use tax, by 
removing the reference to AS 04.21.010(c) in the exceptions. 
Because municipalities would no longer be restricted in placing a 
sales tax on alcoholic beverages, this exception is no longer needed.
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ferred to the nv-z-aipalKy in  *  h jch the  p ro p e rty  was 
seized" ' i i  t!.e tr._“  sentence .r. subsection • h ■

N O T E S  T O  D E C IS IO N S

F o r  n e r  law  c o n s tru e d . —  See T e r r ito ry  o f Alaska 
v. 186 Cases of NLied In to x ic a tin g  L iq u o rs . 10 AJaska 
414 1944'.

C o lla te r rJ  re fe re n c e * . —  45 A m . J u r. 2d. ln to i i -  Lawfulness o f seizure of p ro p e rty  u»ed in  v i o i . ^  
eating Liquors, 486-532. of law as p rerequ is ite  to fo rfe itu re  action o r n r , , ,

48A C.J.S., Ln ta n  eating  L iq u o rs , i i  365-397. ing. 8 ALR3d 473. * *
F orfe itu re  of property used in  connection  w ith  in ­

tox ica ting  liquor before t r ia l o f in d iv id u a l offender. 3 
ALR2d 738.

C h a p t e r  20. G e n e ra l P ro v is io n s .
[Repealed. § 12 ch 131 SLA 1980. For current law, see AS 04.21.)

C h a p t e r  21. G e n e ra l P ro v is io n s .Section Section
10. M unicipal regulation 40. Sales on federal reservations
15. P riva te  m anufaaure  o f a lcoholic beverages 50. Proof o f age
20. C iv il Lability o f persons p ro v id in g  a lcoholic bev- 55. Refusal o f service

erages 60. W arehousing o f alcoholic beverages
25. Alcohol server education course 65. Posting o f w arn ing  signs
30. Responsibility o f Licensees, agents, and employ- 70 Enforcem ent

ees 80. D efin itions

Sec. 04.21.010. M u n ic ip a l re g u la tio n , (a) A municipality may adopt ordinance* 
governing the im portation, ba rte r, sale, and consumption of alcoholic beverages within 
the municipality and may ban possession of alcoholic beverages under AS 04.11.491(aX5). 
An ordinance adopted under th is  section may not be inconsistent w ith this title or 
regulations adopted under th is title . In a municipality th a t has adopted a local option 
under AS 04.11.491laX 1 •, >2), or (3), a n ‘ordinance is not inconsistent w ith th’is title if it 
limits

(1) the monthly am ounts of alcoholic beverages a person may im port into the 
municipality;

(2) the percent of alcohol by volume that an alcoholic beverage may contain; a )»»"* 
imposed under this paragraph m ay not be less than 40 nor more than 76 percent alcohol 
by volume; or

(3) the type of alcoholic beverage container that may be possessed in the municipality.
(b) After the adoption of a local option under AS 04.11.491(a), a municipality may 

adopt an ordinance m aking the sale , importation, or possession of alcoholic beverage* a 
misdemeanor to the extent prohibited under the local option. The ordinance may not b* 
inconsistent with this title  or the  regulations adopted under this title.

(c) A municipality may not impose taxes on alcoholic beverages except a 
fl)  property tax on alcoholic beverage inventories;
(2) sales tax on alcoholic beverage sales if sales taxes are imposed on o ther sales withia

the municipality:
i3 i sales tax on alcoholic beverage sales that was in effect before July  1, 1985; and 
' 4) sales ana use tax on alcoholic beverages if the sale of alcoholic beverages within th# 

municipality has been prohibited under AS 04.11.491<ax 1), (4), or 15).
id) At least 10 days before the  d a te  set for municipal action on an application for th# 

issuance, renewal, relocation, or transfer of ownership of a proposed license, tha
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municipality shall provide written notice of the proposed action and the time and place 
for a hearing to a community council that

• 1 • ls established by municipal charter or ordinance to advise the municipal governing 
body; and

• 2* has jurisdiction over the area affected by the proposed action. (§ 4 ch 131 SLA
19S0: am § 20 ch 74 SLA 1985; am § 19 ch 93 SLA 1985; am § 9 ch 80 SLA 1986; am
§§ 11. 12 ch 156 SLA 1988; am §§ 50 -  52 ch 101 SLA 1995)

E ffe c t o f  a m e n d m e n t* . —  The 1995 amendment, ch. 156. S LA  1988 1HCS CSSB 37] 'J u d ' am H . see
effective Ju ly  1. 1995, made section reference su b iti-  1988 Senate Jo u rn a l 2939.
tu tions  m lubeectuns la ) and Ic); in  lubaection 'a), O p in io e s  o f  a t to rn e y  g e n e ra l.— Anchorage M u-
edded the last sentence in  the  in tro d u c to ry  language nicipal Code 10.50.030 and 10.50.035, w hich estab-
and added paragraphs (1 M3); and rewrote subsection lished gu idelines fo r w b m  the Assembly w tll exerase
<bv , its protest a u th o r ity  under AS 04.11.480. are not

L e g is la tiv e  h is to ry  r e p o r t * .  —  For secuonal inconsistent w ith  th is  title , are not in  excess of the
analysis of CS SSSB 239, the predecessor o f FCCSSB m unicipality'.'! a u tho rity , and are not unreasonable
239 ch. 131. SLA 1980), see 1980 Senate Journal February 25. 1986, Op. A tt ’y Gen.
Supplem ent So. 23. A p r il 1. 1980. Ordinance reg u la tin g  where licenses m ay be located

For Senate le tter o f in te n t re la u n g  to the amend- did not exceed the  borough's au thority . October 23.
mer.ta to a> and ci o f th is  section by secs. 11 and 12. 1991, Op. A t t 'y  Gen.

N O T E S  TO  D E C IS IO N S

Sales ta x . —  Paragraphs fcX2) and <c<3i o f th is 
section, when read together, ba r a m un ic ip a lity  from 
ta r i ng only the sale of alcoholic beverages and fu rthe r 
require  that i f  sales taxes are imposed on other 
commodities, then the rate o f taxa tion  on the ta le  of 
alcoholic beverages may not exceed the ra le  o f taxa­
tion  imposed upon such o ther commodities tales.

Lagos v. C itv  k  Borough of S itka . 823 P.2d 641 (Alaska 
1991).

A S itka  ordinance which taxed the sales o f alcohohr 
beveragej a t a four percent h igher rate than tales 
made on o ther commodities w ith in  the  a tv  and bor­
ough o f S itka  v io la ted th is section. Lagos v. C ity  & 
Borough o f S itka , 823 R2d 641 (A laska 1991 -

C o lla te ra l re fe re n ce*. —  45 Am . J u r 2d. Lntoxi- 
eating L quors , { 27.

46 C .Jh .. Intoxicating L iquors. § 213.
Provision as to tale o f liq u o r to women aa affecting 

v a lid ity  of regulatory sta tu te . 9 A x it2 d  541.
Vaudity and construction o f measure proh ib iting  

retad alcoholic beverage se lle r from  fu rn ish ing  free 
food or dnnk. 66 ALR2d 758.

V a lid ity  and construction o f s ta tu te  or ordinance 
requ iring  or prohibiting posting o r other publication 
o f price by liquor dealer. 89 ALR 2d 9 0 1 ,60ALR 3d 740.

V a lid ity  and construction o f s ta tu te  or ordinance

respecting em ploym ent of women in  places where 
in tox icating  liquors are sold. 46 ALR3d 369 

V a lid ity  o f m un ic ipa l regulation more restrictive 
than state regu la tion  as to tim e for se lling  or serving 
in toxica ting  liquor. 51 ALR3d 1061.

Valid ity, construction . and effect o f statutes, o rd i­
nances, or regu la tions proh ib iting  o r regulating ad­
vertis ing o f in to x ica tin g  liquors. 20 A L R 4 th  600 

V a lid ity  and construction of s ta tu te  or ordinance 
m aking i t  offense to have possession o f open or u n ­
sealed alcoholic beverage in public place. 39 A L R ith  
668

Sec. 04.21.015. P r iv a te  m a n u fa c tu re  of a lcoho lic  b ev e rag es , (a) Except as pro­
vided in (b) of this section, the provisions of this title do not apply to the private 
manufacture of alcoholic beverages.

<b> This section does not apply to AS 04.16.050, 04.16.051, 04.16.080; AS 04.21.010. 
04.21.020; alcoholic beverages manufactured in a quantity  th a t exceeds the limit imposed 
on private manufacture under federal law; or an area th a t has adopted a local option law- 
under AS 04.11.491. (5 1 ch 88 SLA 1989; am 4 53 ch 101 SLA 1995)

E ffe c t o f  a m ca d ta e a U . —  The 1995 amendment, 
effecuve J u ly  1. 1995, made a section reference sub­
s titu tio n  in subjection Lb).

Sec. 04.21.020. C ivil lia b ility  o f penaona p ro v id in g  a lcoho lic  beverages, a- A
person who provides alcoholic beverages to another person may not be held civilly liable 
for injuries resulting from the intoxication of that person unless the person who provide? 
the alcoholic beverages holds a license authorized under AS 04.11.080 — 04.11.220, or i? 
an agent or employee of such a licensee and
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’ o ther property ta ia b le  by the m u n ic ip a lity  * C ity  o f 
Valdez v. Slate. Dep'l o f C om m un ity  k  R egion*! A f­
fa irs . 793 P2d 532 'A la s lti. ’.990i

Sec. 29.45.590. L im ited  p ro p e r ty  ta x in g  p o w e r  fo r  second c lass c itie s . A second 
class city may by referendum levy property taxes as provided for 6rst class cities. 
However, levy of an ad valorem tax by a second class city may not exceed two percent ol" 
the assessed value of the property taxed, except th a t  the limit does not apply to a levy 
necessary to avoid a default upon paym ent of principal and interest of bonded or other 
indebtedness th a t is secured by a pledge to levy ad  valorem or other taxes w ithout limit 
to meet debt payments, i § 12 ch 74 SLA 1985; am } 1 ch 123 SLA 1994; am § 8 ch 40 SLA 
1995)

E ffe c t o f  A m e n d m e n t*. —  The 1994 am endm ent. The  1995 amendment, effective A ugust 23, 1 9 9 5 ,
effective September 26. 1994. subeutu ted “two per- in se rte d  "o f an ad valorem tax* near the beginning of 
c e n t' for "o o e -h *lf o f one percen t' near the beg inn in g  the  second sentence, 
o f the second sentence.

Sec. 29.45.SOO. C o m b in in g  p r o p e r ty  ta x  w ith  in co rp o ra tio n  o f a  seco n d  class
city. A petition for second class city incorporation may request that a property tax 
proposal be placed on the sam e ballot. The petition m ust state the proposed tax rate. The 
petition may request th a t incorporation be dependent on the passage of the property tax 
proposition. Lf so, the incorporation proposition fails if  the property tax fails. (§ 12 ch 74
SLA 1985)

Article 4. Borough Sales and Use Tax.Section Section
650. Sales and use tax 680. C om bin ing  ta les and use tax w ith  incorporation
660. Notice o f sales and use tax o f  a borough
670 Referendum, adoption, and m odification

Sec. 29.45.650. S ales a n d  use ta x . (a) Except as provided in AS 04.21.010(c) and in 
If) and (h) of this section, a borough may levy and collect a sales tax on sales, rents, and 
on services provided in the borough. The sales tax  may apply to any or all of these 
sources. Exemptions may be granted by ordinance.

(b) A borough levying a sales tax may also by ordinance levy a use tax on the storage, 
use, or consumption of tangible personal property in the borough. The use tax rate  must 
equal the sales tax rate and the use tax shall be levied only on buyers.

(c) A person who furnishes proof, in the form required by the borough tax collector, that 
the person has paid a sales tax on the source on which a use tax is levied by the borough 
is required to pay the use tax only to the  ex ten t of the  difference between the am ount of 
the sales tax paid and the amount of the  use tax  levied by the borough. This subsection 
applies to a sales tax levied in any taxing jurisdiction whether inside or outside the state.

(d) If the assembly charges in terest on sales taxes not paid when due, the ra te  of 
interest may not exceed 15 percent a year on the delinquent taxes and shall be charged 
from the due date until paid in full. This subsection applies to home rule and general law 
municipalities.

(e) A borough may provide for the creation, recording, and notice of a lien on real or 
personal property to secure the paym ent of a sales and use tax, and the interest, 
penalties, and adm inistration costs in the event of delinquency. When recorded, the sales 
ta r  lien has priori .v over all other bens except (1) Uens for property taxes and special 
assessments: ■ 2 > liens that were perfected before the recording of the sales tax lien for 
amounts actually advanced before the recording of the sales tax Uen; (3) mechanics’ and 
materialmen's Uens for which claims of Uen under AS 34.35.070 or notices of right to Uen 
under AS 34.35.064 have been recorded before the  recording of the sales tax Uen. This 
subsection applies to home rule and general law municipaUties.
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( f )  A borough may not le v y  and collect a  sa les tax on a pu rchase made w ith  (1  > food 
gpopons. food stam ps, o r o th e r  type o f  certifica te  issued unde r 7 U .S .C . 2011 —  2 0 2 5  < Food 
S tam p  Act); o r i2 ) food in s trum en ts , food vouchers, o r o th e r type o f certifica te  issued 
ond e r 42  U .S .C . 1786  (S p e c ia l S u pp lem en ta l Food P rog ram  fo r Women, In fa n ts , and 
C h ild ren '. T h is  subsection app lies  to hom e ru le  and gen e ra l law  m un ic ipa lities .

(g ) (Repealed, § 2 ch 159 S L A  1990.]
(h> A th o u g h  may not le v y  o r co llect a sa les tax on sa le s , ren ts , and serv ices, o r a use 

ttix on the storage, use, o r  consum p tion  o f  pe rsona l p rop e rty  on the  fo llow ing  activ ities :
(1 ) the sa le , lease , re n ta l, s to rage , consum ption , or d is tr ib u tio n  in th is s ta te  o f  o r  the 

p rov is ion  o f services re la t in g  to  an o rb ita l space facility , space p ropu ls ion  system , o r  space 
veh ic le , sa te llite , o r s ta tio n  o f  any k ind  possessing space f lig h t capacity, in c lu d ing  the 
components o f  them ;

(2 ) the sa le , lease , re n ta l, sto rage , consum ption , o r use o f  tang ib le  pe rsona l p rop e rty  
p laced on o r used ab oa rd  a n  o rb ita l space fa 'iiiry , space p ropu ls ion  system , o r space 
veh ic le , sa te llite , o r s ta tio n  o f  any  k ind , '.egardlecc o f  w h e the r the tang ib le  p e rson a l 
p rop e rty  is re tu rn ed  to th is  state fo r -'jb sequen t use . s to rage , o r consum p tion ; an 
exem ption unde r th is  p a ra g rap h  is not a  'ected by the fa i lu re  o f  a launch to  occur, o r  the 
destruction o f  a launch  veh ic le  o r a com ponent o f a launch veh ic le . (§ 12 ch 74  S LA  1985 ; 
am 5§ 3, 4 ch 38 S L A  1 9 8 6 ; am  § 1 ch 2 0  SLA  1987 , am  }  2 ch 3 0  SLA  1988 ; am  §§ 1, 
2 ch 9 6  SLA  1989; am  55 1, 2  ch 159 SLA  1990 ; am §§ 4 . 5 ch 8 8  SLA  1 99 1 )

NOTES TO  DECISIO NS
A n n o ta to r 's  no te *. —  The cases o ted  in  Lhi note 

below w t r  decided under former, s im ila r provisions.
E v o lu t io n a ry  d e v e lo p m e n t o f  p re e e n t la n ­

guage  o f  eabeectioa  (a). —  See L ib c ra ti v. B risto l 
Bay Borough. 584 P id  1115 (AJaeka 1978).

S u b je c t io n  (a) o f  Lbia s e c tio n  p e rm it*  a •e le c ­
t iv e  sales tax . L ib tra b  v. B ru to l Bay Borough, 584 
P2d 1115 Alaska 1978).

T h i*  a ection  M ate* n o  l im i t *  on  w h a t m ay be 
exe m p te d . Libermu v. B ris to l Be Borough. 584 P.2d 
1115 I A laska 1978*.

A n d  th e re  ia n o th in g  in  th e  s ta tu te  w h ic h  
e xp re e a ly  re q u ire s  a g e n e ra l ta x . L ib e rs ti v. 
B ris to l Bay Borough. 584 P-2d LI 15 (A laska 1978).

The term  ‘ sales tax* carries no connotation o f gen­
era lity. L ibe rs ti v. B risto l Bay Borough, 584 P.2d 1115 
(A laska 1978).

T h e  c i ty  o f  H o m e r bed  la x , based upon the actual

renta l o f a room, and Imposed, computed and collected 
according to tra d itio n a l ta les ta t roethoda, ia a sales 
tax w ith in  the m eaning o f th is se C itv  o f Homer 
v. Gang). 650 P.2d 396 AJaaka 19l 

A  re a l p ro p e r ty  l ie n  is beyonc rope o f what
may be “necessarily or fa ir ly  im p lit  .■ inc iden t to’
the au tho rity  to collect a sales tax. Fairbanks N  Star 
Borough v. Howard. 608 P2d 32 'A laska  1980 

S uccessor l ia b i l i t y .  —  Subsection >e* o f th is  sec­
tion does not provide fo r successor lia b ility , unless 
done through a je n  on the real and personal property 
of a ’ seller.* i.e the business, m um apaLues' a ttem pt 
by ordinance to hold successor owners personally 
liable for de linquent sales taxes would effective ly 
elim inate paragraph <eX2) o f th is section Lien pnoncy 
and was. therefore, in va lid . Kenai Peuinsula Borough 
v. Associated Grocers. 889 P.2d 604 (Alaska 1995'.

C o lla te ra l re fe re n ces . —  63 A m . Jur. 2d, SaJes 
and Use Taxes, |  1 «  seq.

Sec. 29.45.660. N o tice  o f  sa les  s a d  u s e  ta x . • a) I f  the borough levies and collects 
o n ly  a sa les tax  and use ta x , th e  assem b ly s h a ll provide a notice su b s ta n tia lly  in th e  form  
set ou t in AS 2 9 .4 5 .0 2 0 . In  p rov id ing  notice under th is subsection , the assem b ly  sh a ll 
sub s titu te  fo r the m illag e  equ iva lency  its estim ate o f  the e q u iv a len t sa les tax ra te  fo r 
each o f  the categories o f fin an c ia l assistance set out in AS 2 9  4 5 .0 2 0 . Notice s h a ll be 
provided

'1 ) by pub lish ing in a new spape r o f genera l c ircu la tion in th e  borough a copy o f  the 
notice once each week fo r a  pe riod  o f th ree successive w eeks, w ith  pub lication to occu r not 
la te r  than  45  days a fte r  th e  fin a l adop tion o f the borough's budget: or

• 2 ) i f  the re  is no n ew spape r o f gene ra l c ircu la tion in the borough , by posting a copy o f 
the  notice fo r at le a st 20  d a y s  in a t least two public pL ces in th e  borough, w ith posting 
to occur not la te r th an  45 d ays  a fte r the 6 n a l adoption o f the borough's budget.
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(b) Compliance w ith th e  provisions o f  th is  section is- a' p rerequ isite  to receipt 
m unicipal tax  resource equalization u n d e r AS 29.60.010 —  29.60.080 and pnqi^ 
revenue sharing  for m unicipal tiervioes u n d er AS  29.60.100-—29.60.180. The departm ent 
sha ll w ithhold annual allocations under those sections u n til m unicipal officials demons 
s tra te  th a t  the  requirem ents of thin section have been m et. (§ 12 ch 74 SLA 1985; am  § 
ch 75 SLA 1997) • u V r  •- • • .ift&V 1 ilz % V • ‘

•• * ‘ ii, ;• &•■:< i . r ‘r : ""sir A-fd
■E f fe c t  o f  a m e n d m e n t* .  —  The  1997 am endm ent, ■ ™ . r - c  x  ‘  : r l." : .T itiu e

e ffe c tive  J u ly  1, 1997, rew ro te  th e  f ira t aentence o f  . , . ,  ' ....* k k c A
subsection  (b). ................. .............................................. ? ■  • - •  • « - *  • -

il-.-.- , • -   / —e V.flli ,1 ■ .j,. . ' . 1 3  .'i ‘7-vj --y -:u ; •y.wrJ'wW
.'•Sec. 29.45.670. R e fe re n d u m , a d o p tio n , a n d  m o d if ic a tio n . A new sales and use 

tax  or an  increase in  th e  ra te  of levy of a  sales tax  approved by ordinance does not take 
effect u n til ratified  by a  m ajority of the  voters a t  an  election. (§ 12 ch 74 SI»A 1985)
L‘. . • .. . . w -.*•!' J..: -:i . . .  • 14 • . • ••• :t ’

' iSec. 29.45.680. C o m b in in g  sa le s  a n d  u s e  ta x  w ith  in c o r p o r a t io n  o f  a  b o ro u g h .’
A  petition  for incorporation o f a  t  rough m ay request th a t  a  sales and  use tax  proposition 
be placed on the  sam e ballot. The petition m ust s ta te  the  proposed tax  ra te . The petition 
m ay  request th a t  incorporation be dependent on the  passage o f th e  tax  proposition; 1  'ao ‘ 
th e  incorporation proposition fails if  the tax  proposition fails. (5 1 ch 3 SLA 1989) , - .^
. , . * . . . . .  1 "A

E d i t o r ’*  n o te * .  —  Section  2, ch. 3, SLA 1989 L e g is la t iv e  h ia to r y  r e p o r t * .  —  F or governor’*
p rov ides th a t  th is  section is  re tro a c tive  to  J a n u a ry  1, tra n s m itta l la tte r, see 1989 Senate J o u rn a l 48.
1987.

5* 29.45.670 ' Municipal Government '

2* .  - - -

Article 5 . City Sales and Use .Tax. >r

-o

Section  <j
700. P ow er o fle v y . ‘ - ’• » . . . .  _«s.
710. C om bin in g  sales and use ta x  w ith  incorporation  , • t.......................................................1 • .. -.fc

o f  a second class d t y  . ,  V„i_ . *;.,r  '.  ' . • i. *

. ’ ' . . ' • >  ' ' ■ ' ••!..’ * • • 1 : > '
- S e c .  29.45.700. P o w e r  o f  levy! (a) A city in a borough th a t  levies and collects 

areaw ide sales and use taxes may levy sai is and use taxes on all sources taxed by the  
borough in  the m anner provided for boroughs. Except as provided in  (d) of th is section, 
th e  assem bly m ay by ordinance authorize a  city to levy and  collect sales and  use taxes on 
o th e r sources. *>, '«»••* • .* . ’’ 4

' (b) A d ty  in  a  borough th a t  does not levy and collect sales and  use taxes for areawide 
borough functions m ay levy and collect sales and use taxes in  th e  m anner provided for 
boroughs. • • 1

(c) A  d ty  outside a  borough may levy and  collect sales and  use taxes in  the m anner 
provided for boroughs. ‘ • ’ * • ** f -\

(d) A  d ty  th a t  levies and  collects sales and  use taxes under (a) of th is  section m ay not 
levy and  collect a  sales tax  on a  purchase m ade w ith (1) food coupons, food stam ps, or 
o th er types of certificates issued under 7 U.S.C. 2011 — 2025 (Food Stam p Act); or (2) food 
in strum en ts, food vouchers, or other type of certificate ist ed under 42 U.S.C. 1786 
(S pedal Supplem ental Food Program  for Women, Infants, an a  Children). T his subsection 
applies to home rule and general law m uniripalities. (§ 12 ch 74 SLA 1985; am § 5 ch 38 
SLA 1986; am §§ 51, 52 ch 14 SLA 1987; am  § 2 ch 20 SLA 1987) . .

L e g is la t iv e  h ia to r y  r e p o r t * .  —  F o r an  analysis o f  52, ch. 14, S L A  1987, *ee 1987 Houae J o u rn a l Supple- 
the  a m endm ent* to  th is  section m a d * by H  51 and m e ftt N o. 11, M a y  1 7 ,19 8 7 , p. 7. ........  -•

S ec . 29.45.710. C o m b in in g  sale*  a n d  u s e  ta x  w ith  in c o r p o r a t io n  o f  a  se c o n d  
c la s s  c ity . A petition for incorporation o f a  second class d ty  m ay request th a t  a  sales and 
use tax  proposal be placed on the same ballot. The petition m u st s ta te  the  proposed tax



UJ/U4/«» lD:4i l-AA 4«/ 20W4 Oil* Ut* h 0 14)02

P.O. Box 37 
King Cove, Alaska 99612

March 4 ,1 9 9 9

R ep re se n ta tiv e  G a ry  D a v is
State Capito! - Room 513 
Juneau. AK 59801-1182 ( fa ia d  to 465.3835)
Dear Representative Davis:

I am very pleased to learn o f your sponsorship o f House Bill 92. I ara very supportive of 
this measure and am willing to help advocate it to other local governments.

About a  year ago, 1 requested the King Cove City Council to impose an  increase (i.e. 
higher than our 3%  general sales fix) in local sales tax on alcoholic beverages only to learn 
that it wasn’t allowed under State statute.

It is very clear to m e that alcohol related activities have a  direct relationship to  (he magnitude 
o f services provided by our City police and clinic departments. A  higher alcohol tax rate 
would help us offset the adverse impacts to the City budget in dealing with the alcohol 
related costs.

We would welcome the opportunity to have local voters decide on whether to impose such 
a  tax. Thank you for taking action on this very important issue.

Sincerely,

Henry Mack 
Mayor

Alex L  Mattie Samuehon Office Building 
907-497-2340 (pfcoae)

907-497-2594 (fax)
Email • k in g c o rtQ p o b o x jila tk a M l
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February 28, 1999

Representative Gary Davis 
State Capitol 
Juneau, Alaska 99811

Dear Representative Davis:

Thank you for the foresight to sponsor legislation to address alcohol related social and law enforcement co ,ts 
incurred by local government. The City of Kodiak supports HB 92. Although some may view this .s a 
revenue source the City of Kodiak views it as one alternative to address costs o f alcohol abuse and misuse 
now absorbed by the general taxpayer. The provision requiring a vote of the people is prudent ai.d a 
reasonable protection to the liquor industry.

The statistics on alcohol related crime and social problems more t.ian justify a method to tax the cause. 

Sincerely,

CITV' OF KODIAK

Mayor

cc: City Council
Senator Jerry Mackie 
Representative Alan Austerman
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Alaska Conference of Mayors
217 Second Street, Suite 200 ■ Juneau, Alaska 99801 ■ Tel (907)586-1325, Fax (907)-453-5<80

February 19, 1999

Representative Gary Davis 
State Capitol 
Juneau, AK 99811

Dear Representative Gary Davis:

Thank you for your introduction of HB 92, “An Act relating to municipal taxation of alcoholic 
beverages.” This issue has been a top priority for the Alaska Municipal League and the Alaska 
Conference of Mayors for several years, and given the current state budget situation, it is even 
more important than ever. As pressure increases more and more on local sales and property taxes, 
municipalities need additional tools to pay for public services.

Under state statute adopted years ago, a special exemption on alcohol sales was granted which 
prohibited local voters from establishing a higher level on sales tax on alcohol in their 
community. We would like to stress that this is not a new tax, but only removes that restriction, 
and could only be done with the approval of local voters. Alcohol abuse is the number one 
health and public safety problem in Alaska and alcohol sales should not receive a special 
exemption.

As you are aware, costs to local taxpayers related to the use of alcohol are stunning. Some of the 
alcohol-related costs include:

• Police costs for alcohol-related felonies and misdemeanors
• Police costs to transport public inebriates
• Emergency medical services
• Hospital emergency care costs
• Prosecutions
• Direct treatment and rehabilitation of alcohol abusers
• Increase costs of youth and family services related to alcohol use
• Repair to property damage to public facilities
• Health insurance costs paid by local governments and school districts to treat alcohol- 

related health problems

Member of the National League of Cities and the National Association of Counties



According to a fact sheet provided by Anchorage’s Community Health Promotion Program last 
year, alcohol is involved in:

•  60 percent o f motor vehicle crash fatalities
•  65 percent o f suicide attempts
•  56 percent o f total assaults
•  56 percent o f  domestic violence
•  53 percent o f sexual assaults
•  34 to 50 percent o f  homicides
•  83 percent o f child abuse.

V/e recognize the state may continue reducing support for services because o f revenue shortfalls. 
As that burden increases on local taxpayers, it is critical they be given the proper tools to take on 
those burdens. Passage o f KB 92 will provide an option to the voters o f a community who are 
best able decide how they want to allocate their taxes to provide critical local services.

Again, our sincere thanks for recognizing the importance o f this issue and if  you need any 
additional information, please let us know.

Executive Director



ALASKA STATE

H o s p i t a l  &  N u r s i n g  H o m e

ASSOCIATION

February 25,1999

Representative Carl Morgan 
Capitol Building, Room 409 
Juneau, AK 99801-1182

Dear Representative Morgan:

On March 4, 1999, the Community and Regional Affairs Committee will be 
hearing HB92 that lifts the restriction on municipal taxation o f alcoholic beverages.

On behalf o f  the Alaska Association o f Hospitals and Nursing Homes, I am 
writing in support o f  HB92. The cost o f  public inebriation in most o f  our cities and 
villages comes in several forms for hospitals. There is the issue o f  unrcimbursed costs o f  
direct care, the supplies and services that are provided in treating the individual. Second, 
there is the indirect cost o f  damaged equipment, linen, furniture, etc. as individuals get 
into or out o f  hospitals. Third is the cost for security staffing. There are many anecdotal 
stories that could highlight any one o f these areas - which I am sure will be defined in 
testimony. I will not detail them here but would ask for your support o f  this bill.

HB 92 would give municipalities the opportunity to put the issue before the voters 
and let them decide whether the added revenue from a tax on alcoholic products would be 
beneficial in dealing with the costs o f  the results o f alcohol consumption.

Thank you for your consideration o f our letter o f support.

Sincerely yours,

Laraino L. Derr
President/C E O

.  Juneau, AK 99801 • (907) 586-1790 • Fax (907) 463-3573
426 Main Street
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