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B I L L  S H E r  F I E L D

S t a t e  o f  A  l a  s  k  a

O F F I C E  O F  T H E  G O V E R N O R

J u n e a u

F e b r u a r y  1 3 ,  1984

The  H o n o r a b l e  J a l r n a r  K e r t t u l a  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V
J u n e a u ,  AK 99811  

D e a r  S e n a t o r  K e r t t u l a :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a  b i l l  t h a t  w i l l  a u t h o r i z e  
t h e  D e p a r t m e n t  o f  Commerce  a n d  E c o n o m i c  D e v e l o p m e n t  t o  
e s t a b l i s h  o c c u p a t i o n a l  l i c e n s i n g  f e e s  b y  r e g u l a t i o n ,  a n d  
t h a t  a m e n d s  a c c o r d i n g l y  t h e  v a r i o u s  s t a t u t o r y  p r o v i s i o n s  
i n  AS 08 t h a t  now s e t  t h e s e  f e e s .  T h i s  c h a n g e  w i l l  r e s u l t  
i n  g r e a t e r  f l e x i b i l i t y  a i d  e a s e  o f  f e e  a d j u s t m e n t  t o  a c ­
c o m m o d a te  i n f l a t i o n  a n d  o t h e r  f l u c t u a t i o n s  i n  t h e  c o s t s  o f  
i m p l e m e n t i n g  t h e  v a r i o u s  l i c e n s i n g  s t a t u t e s .  C u r r e n t l y ,  
many A l a s k a  l i c e n s i n g  f e e s  a r e  lo w  c o m p a r e d  t o  t h o s e  o f  
o t h e r  s t a t e s ,  a n d  r e v i s i o n s  a r e  n e c e s s a r y .  T h i s  b i l l  w i l l  
e n a b l e  t h e  d e p a r t m e n t  t o  make  t h e  a p p r o p r i a t e  a d j u s t m e n t s  
w i t h o u t  u n d u l y  b u r d e n i n g  t h e  l e g i s l a t u r e  w i t h  t h e  t a s k .

The  s e c o n d  a n d  L n i r d  s e c t i o n s  o f  t h e  b i l l  a u t h o r i z e  t h e  
d e p a r t m e n t  t o  s e t  t h e  f e e s  a n d  p e n a l t i e s  b y  r e g u l a t i o n  t o  
r e f l e c t  c o s t s ,  a f t e r  c o n s u l t i n g  w i t h  t h e  a p p r o p r i a t e  l i ­
c e n s i n g  b o a r d .  M o s t  o f  t h e  r e m a i n i n g  s e c t i o n s  o f  t h e  b i l l  
d e l e t e  t h e  c u r r e n t  s t a t u t o r y  f e e s  a n d  m ake  o t h e r  a p p r o p r i ­
a t e  c h a n g e s  t o  s t a t u t e s  i n  t h e  c h a p t e r s  c o n c e r m i n g  t h e  
v a r i o u s  o c c u p a t i o n s  a f f e c t e d .

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

S i n c e r e l y ,

B
G o v e r n o r



* STATE OF ALASKA 1984 LEGISLA
FISCAL NOTE

mSESSION

IRevision Date:

Bill/Resolution N o .:
Ti tie: "A n  A c t  r e l a t i n g  t o ___________
o c c u p a t i o n a l  l i c e n s i n g  f e e s 1'_______
S p o n s o r : R u l e s  C o m m i t t e e ______________
Requestor: G o v e r n o r

REQUEST FISCAL DETAIL
Agency Affected: C o m m e r c e  a n d  E c o n o m i c  D e v  
Program Category Affected: ^UL>ilc ~

P r o t e c t i o n _____________________________________________

BRU, Program jr Subprogram(s; Affected: 
D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g

Date of Request:

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 8 4 FY 8 5 FY 8 6 FY 8 7 FY 8 8 FY 8 9

OPERATING j

100 PERSONAL SERVICES r\

100 TRAVEL 1 9 . 4
300 CONTRACTUAL 1 3 . 0
<*00 SUPPLIES 0
500 EQUIPMENT 0
600 LAND 6 STRUCTURES 0
700 CRANTS, CLAIMS 0
300 MISCELLANEOUS 0
TOTAL OPERATING 0 3 2 . 4 0 n 0 0

CAPITAL

n REVENUE 3 2 5 . 0  I 3 m 7 . 3 3 7 2  1 “3‘J O  I

FUNDING: (Thousands of Dollars)

CENERAL TUN!) 
FEDERAL FUNDS 
OTHER 
TOTAL

0 5 2 . 4 0 0 0 0-
0

3 2 . 4 0 0 0

POSITIONS:

FULL-TIME

PART-TIME
TEMPORARY

SOURCE OF FUNDS TO 01 "SET FISCAL IMPACT OF B I L L :

R e q u i r e d  f u n d i n g  w o u l d  h a v e  t o  b e  p r o v i d e d  i n  t h e  I’Y 8 5  d e p a r t m e n t  o p e r a t i n g  

b u d g e t .

A N A L Y S I S : Attach a separate page for analysis

Prepared B y :  l iARRLLL MILLER
Division: O c c u p a t l o n a i  L i c e n s i n g

Approved b y  Commissioner: R ic i lARD A LYON
A g e n c y : C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t

Distribution (by Agency preparing fiscal note): 

Legislative Finance 

Legislative Sponsor 
Requestor

Office of Management and Budget
Impacted Agency(ies)

P iI S C Q

Phone: A 65- 2535
Qj t_e . February 10. 1H84

Date: ^
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#
P ro j e c t e d  R e v e n u e

The c u rr e n t  revenue from all l i c e n s i n g  fees c o l l e c t e d  from the v a r i o u s  

p r o f e s s i o n s  u nder the Ce n t r a l i z e d  L i c e n s i n g  Act is a p p r o x i m a t e l y  $325, 0 0 0  

less than the annual d i v i s i o n  o p e r a t i n g  budget.

In o r d e r  to e qu a l i z e  the o p e r a t i n g  bu d ge t  w i t h  revenue, it xvill be 

n e c e s s a r y  to revise e x i s t i n g  l i c e n s i n g  fee s t r u c t u r e s  to p r o v i d e  the 

a d d i t i o n a l  r e v e n u e  required.

The initial p r o j e c t i o n  is to i n c r e a se  the l i c e n s e  fees of v a r i o u s  p r o f e s­

sions and  l i c e n s u r e  c a t e g o r i e s  to o f f - s e t  the d e f i c i t  for FY '86 and 

proj e c t  a n  a n n u a l  in c r e a s e  of 7% for i n f l a t i on  factors, as p ro vided for 

in the FY '8^ b u d g e t  i n s t ructions.

No r e v e n u e  is p r o jected for FY 'S5 as it is a n t i c i p a t e d  that it w o u l d  

r e q u i r e  the m a j o r i t y  of the fiscal yea r  to i m plement all the n e c e s s a r y  

l i c e n s e  fee changes.

The p r o j e c t e d  revenue increase w o u l d  be as follows:

FY 'fcb $325,000

FY "87 $347,800

FY '88 $372,100

- FY '89 $398,100

L I C E N S I N G  F E E ' S  P R O P O S E D  L E G I S L A T I O N :

M C 2 1 0 8 4 a



F I S C A L  I M P A C T  L i c e n s i n g  F e e ' s  p r o p o s e d  l e g i s l a t i o n :

2 0 0  T r a v e l

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

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

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

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

A n c h o r a g e ,  o n e - t h i r d  in F a i r b a n k s  a n d  t h e  r e m a i n i n g  or.e thi-nd i n  

J u n e a u .  T r a v e l  e x p e n s e s  w o u l d  b e  i n c u r r e d  f o r  A n c h o r a g e  a n d  

F a i r b a n k s  o n l y .

12 t r i p s  t o  A n c h o r a g e  - 2 d a y s  e a c h  (6 b o a r d s )

T r a n s p o r a t i o n :  1 p e r s o n  0 $ 3 7 5 . 0 0  e a c h  X 12 = $ 4 , 5 0 0 . 0 0

P e r  D i e m :  2 4  d a y s  @ $ 8 0 . 0 0  p e r  d a y  = $ 1 , 9 2 0 . 0 0

12 t r i p s  to  F a i r b a n k s  - 2 d a y s  e a c h  (6 b o a r d s )

T r a n s p o r t a t i o n :  1 p e r s o n  0 $ 4 7 0  e a c h  X 12 = $ 5 , 6 4 0 . 0 0

P e r  D i e m :  2 4  d a y s  0 $ 9 0 . 0 0  p e r  d a y  = $ 2 , 1 6 0 . 0 0

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

A n c h o r a g e  a n d  F a i r b a n k s  o n  l i c e n s e  f e e  

s t r u c t u r e ;  4 t r i p s

2 t r i p s  t o  A n c h o r a g e  - 6 d a y s  e a c h

T r a n s p o r t a t i o n :  1 p e r s o n  0 $ 3 7 5 . 0 0  X 2 = $ 7 5 0 . 0 0

P e r  D i e m :  12 d a y s  0 $ 8 0 . 0 0  = $ 9 6 0 . 0 0
»•

2 t r i p s  t o  F a i r b a n k s  6 d a y s  e a c h

T r a n s p o r t a t i o n :  1 p e r s o n  0 $ 4 7 0 . 0 0  X 2 = $ 9 4 0 . 0 0

P e r  D i e m :  12 d a y s  0 $ 9 0 . 0 0  = $ 1 , 0 8 0 . 0 0

M i s c e l l a n e o u s  e x p e n s e s :  T a x i ,  B a g g a g e  h a n d l i n g ,

e c t :  1 p e r s o n  e s t i m a t e d  to  a v e r a g e  $ 5 0 . 0 0  p e r

t r i p :  $ 5 0 . 0 0  X 2 8  t r i p s  = $ 1 , 4 0 0 . 0 0

T o t a l :  $ 1 9 , 3 5 0 . 0 0

3 0 0 C O N T R A C T U A L

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

p u b l i c  h e a r i n g s  o n  l i c e n s e  f e e  s e t t i n g s :  2 0

d a y s  o f  p u b l i c  h e a r i n g s  0 $ 2 0 0 . 0 0  p e r  d a y  = $ 4 , 0 0 0 . 0 0

P r i n t i n g  o f  m a t e r i a l s ,  S t a t u t e  a n d  R e g u l a t i o n

b o o k l e t s  ( e s t i m a t e d  c o s t s )  $ 8 , 0 0 0 . 0 0

A d v e r t i s i n g :  r e q u i r e d  s t a t e - w i d e  a d v e r t i s i n g  o f

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

l i c e n s e  f e e  s t r u c t u r e s  ( e s t i m a t e d  c o s t s )  $ 1 , 0 0 0 . 0 0

T o t a l  $ 1 3 , 0 0 0 . 0 0

4 0 0  C O M M O D I T I E S

G R A N D  T O T A L : $ 3 2  . 5 5 0  . 0 0
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ANA LYS IS  0 I : D I V I S I O N  OF OCCUPATIONAL L I C E N S I N G  
D IR EC T  SUPPORT TO L I C E N S IN G  AREAS FOR F I S C A L  YEA R  11>83

B o n n !

. A t h l e t i c  Co m m is s io n  
AEL S
B a r b e r s  6 H a i r d r e s s e r s  
Lh i r o p r a c t o r s  
C o l l e c t i o n  A g e n c i e s  
C o n c e r t  P r o m o t e r s  
Con t r a c t o r s  
D e n t a l  B oa r d  
D i s p e n s i n g  O p t i c i a n s  
E l e c t r i c a l  
G e o l o g i s t  
G u i d e s
M a r i n e  P i l o t s  
M e d i c a l  B oa r d  
M o r t i c i a n s  
N u r s i n g  
MIA
Op to m et ry
Pharmacy
P h y s i c a l  T h e r a p y  
P s y c h o l o g y  
P u b l i c  A c c o u n t a n c y  
V e t e r i n a r y

T o t a l

1.
P e r s o n a l
S e r v i c e s

T r a v e  1 
P e r  Diem Cont r a c t u a l Commodi t i c s T o t a l

Number o f  A c t i v e  
L i  c e n s c e s  

on 6 / 3 0 / 8 3

9 5 1 . 5 3 -0- 1 0 7 . 6 5 •0* 1 , 0 5 9 . 1 8 45
2 9 , 2 6 9 . 5 1 1 9 , 0 2 1 . 8 6 3 1 , 2 9 5 . 2 4 6 1 3 . 0 0 8 0 , 1 9 9 . 6 1 3679
22 , 2 0 2 . 4 8 7 , 6 5 9 . 5 4  

1 2 , 8 9 0 . 8 9
7 ,  5 U 0 . 0 6 . * 0 - 3 7 , 3 6 2 . 0 8 254 1

3 , 0 2 3 . 3 1 1 , 5 4 3 . 8 0 -0 - 1 7 , 4 5 8 . 0 0 89
5 , 0 0 3 . 9 1 -0 - 78.711 -0 - 5 , 0 8 2 . 6 1 59

3 0 2 . 3 4 -0- 8 . 5 0 -0- 3 1 0 . 8 4 19
2 2 , 3 7 2 . 5 3 - 0 - 4 , 2 2 8 . 1 9 • 0- 2 6 , 6 0 0 . 7 2 691 1
1 3 , 6 0 4 . 9 2 1 2 , 8 2 3 . 9 0 4 1 , 5 4 6 . 9 0 1 0 1 . 9 4 6 8 , 0 7 7 . 6 6 t) 1 9

3 , 4 8 8 . 9 6 4 , 7 7 8 . 0 4 1 , 2 0 2 . 5 4 -0- 9 , 4 6 9 . 5 4 49
7 , 5 5 8 . 2 9 7 , 7 1 8 . 9 4 7 , 7 2 7 . 3 0 -0 - 2 3 , 0 0 4 . 5 3 390

3 0 2 . 3 3 - 0- -0- - 0 - 3 0 2 . 3 3 103
1 5 , 0 1 1 . 7 5 1 6 , 4 3 4 . 1 0 5 , 0 1 3 . 0 0 - 0- 3 6 , 4 5 8 . 8 5 1215
1 3 , 3 4 3 . 7 8 6 , 5 4 3 . 0 6 1 , 4 3 3 . 7 0  

S , 4 2 3 . 0 7
-0- 21 , 32 0 .  54 68

I S , 1 1 6 . 5 8 1 5 , 3 0 7 . 9 3 4 9 . 8 0 3 5 , 8 9 7 . 3 8 1164
1 , 5 8 5 . 8 9 -0- 3 7 2 . 6 7 -0 - 1 , 9 5 8 . 5 6 102

2 8 , 5 4 6 . 0 5 1 2 , 0 4 1 . 8 0 1 1 , 9 9 5 . 9  7 1 7 . 0 0 5 2 , 6 0 0 . 8 2 5395
1 , 5 1 1 . 6 5 2 6 8 . 0 0 7 9 1 . 0 6 1 6 . 0 5 2 , 5 8 6 . 7 6 22
3 , 4 8 8 . 9 6 3 , 3 9 2 . 6 0

1 0 , 2 6 8 . 7 5
1 , 3 0 8 .  29 -0- 8 , 1 8 9 . 8 5 4 5

9 , 0 6 9 . 9 4 1 , 6 0 0 .  11 3 4 3 . 7 0 2 1 , 2 8 2 . 5 0 4 38
1 , 5 8 5 .  39 5 , 7 7 8 . 3 5 8 4 6 . 3 0 *0- 8 , 2 1 0 . 5 4 i  i  <
4 , 5 3 4 . 9 7 1 1 , 0 4 0 . 3 0 1 , 8 9 0 . 2 8 -o- 1 7 , 4 6 5 . 5 5 95

1 3 , 6 0 4 . 9 2 9 , 4 8 9 . 0 0 1 6 , 3 7 6 . 8 5 16 5 . 0 0 3 9 , 6 3 5 . 7 7 64 3
1 , 5 8 5 . 8 9 7. 7 7 5 . 9 8 9 3 6 . 5 9 -0- ~ S ,  298.16 14 3

158 ,'233.0'4' ri'5"”0oTJTT7 5 2 5 , 0 6 4 . 4 4 2 3 , 9 5 6

FY ' 8 3  '
R e v e n u e s

• M i l .  00 
8 S,iyS.OO f\ E L S

122.373.00 <■ b<t/0
5 . 5 1 0 . 0 0
4.020.00
6.295.00

3 6 1 , 6 4 0 ,  50 L o n T r a c T O i ’  
2 4 . 7 2 6 . 3 S  

2 , 0 3 0 . no 
95,R8h.OO -c |ect» Icnl 

* 0 •
4 5 , 6 0 7 . 2 0  G u l d e n
2 0 . 4 2 0 . 0 0

1 0 3 . 2 6 4 . 0 0  / M e d i c a l  6d 
5 , 6 4 5 . 0 0  A ' t f t r f i C l o n s

1 2 1 , 0 4 1 .  82 K J u v s i o q
3.020.00 AJ Hf)
1 , 4 1 0 . 0 0
8 . 3 6 2 . 0 0

1 3 ,  1 9 5 . 0 0  ^ h q s i c a l l h f r
4 . 7 1 0 . 0 0

2 5 . 4 4 2 . 0 0  y . .
“  5 , 5 2 0 . 0 0  v e t t v t r v o f

"to d o e s .  no4 »yx, IucI c
( 1 )  S o u r c e :  Work up s h e e t s  done To r  FY 82 5 83 f o r  s a l a r i e s ,  added 2 2 . 6  f o r  b e n e f i t s , I  v J n r w
( 2 )  S o u r c e :  FY 83 Com nut n r  run  o f  R e v e n u e s  R e c e i v e d  f o r  FY 82 f, FY 8 3 .  .  O l  c c t o  T

P1u2>otIyc^ vuppzn i

rea I d 0 < - c /  T \
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•  • C r a m e r  J

A  II E N D 14 E H T

TO: SB 502 By Eliason

Page 2, after line 26, insert a n e w  subsection to read:

"(d) The department shall send w r it ten notice to each p e rson who
ptcposcd

is licensed to practice an occupa t i o n  of a change in the amount or 

m a n n e r  of payment of fees for that occupation 3>C'c|a-yst a e 'fe ' r o  &  d o  p i ?  o n  crl" "1 h *- c h a n g e .

- 1 - 4 / 2 / 8 4



i c r p f ?I F ,/ru^) Ii
D K P A R T M E K T  O F  C O M M E N C E  A  

E C O N O M IC  D E V E L O P M E N T

O F F / C £  OF THE COMMISSIONER 
April 6, 1984

Bill Sheffield, Governor

P O U C H C
J U N E A U .  A L A S K A  99811 
P H O N E :  465 2500

Honorable Pat Rodey 
Alaska State Senate 
State Cap ita l, Rm. 504 
Pouch V
Juneau, Alaska 99811 

Dear Senator Rodey:

RE: Licensing Fees

In accordance with your request made to Harry Treager, Director of the 
Division of Occupational Licensing, the enclosed is  submitted for your 
perusal.

The enclosed :heet that is  id en tif ied , "How Fee Levels are Calculated," 
was obtained from the Council of State Governments. In addition to 
the stater l i s te d ,  the s ta f f  also contacted the States of Washington 
and Cali fornia.

WASHINGTON: Information provided by Mr. Jim McCarron, a senior
Director of the Department of Licensing, phone (206) 753-2349.

Licensing fees are set by the director in the spring of each year 
a fter consideration of budget expenses versus revenues.

CALIFORNIA: Information provided by Dan Buntjer, attorney assigned
to .-lie legal section of the Department of Consumer A f fa i r s ,  phone 
(916) 445-4216.

The agency supports approximately 40 licensing boards. Budgeting is  
done from a "Special" account covering license fees.

Maximum amounts charged are set by statute . The agency, in concert with
the board, has the right to set a fee structure depending on costs
for that particu lar board. Anytime the surplus exceeds two years of 
operating costs, the agency is  required to reduce licensing fees.

There is  a budget b i l l  prepared every year where the Legislature would
review the budget versus costs.

Richard A. Lyon 
Commissioner

RAL/kkk/C30
Enclosure
4684a

0 8 - H 2 L H



C O L O R A D O

F L O R I D A

H A W A I I

I O W A

KANSAS

M I C H I G A N

M I N N E S O T A

O H I O

V I R G I N I A

HOW F E E  L E V E L S  A R E  C A L C U L A T E D

A  s t a c e  s t a t u t e  d i r e c t s  t h a t  " e a c h  b o a r d  o r  c o m m i s s i o n  s h a l l  a d j u s t  

i t s  f e e s  so t hat r e v e n u e s  g e n e r a t e d  a p p r o x i m a t e  its d i r e c t  and 

i n d i r e c t  c o s t s . "  ( C h a p t e r  12, S e c t i o n  2 4 - 3 4 - 1 0 5 ,  C . R . S . )

A  state, s t a t u t e  d i r e c t s  th a t  " e a c h  b o a r d  s h a l l  d e t e r m i n e  b y  r u l e  the 

a m o u n t  o f  l i c e n s i n g  f e e s  for i t s  p r o f e s s i o n ,  b a s e d  on d e p a r t m e n t  

e s t i m a t e s  o f  the r e v e n u e  r e q u i r e d  to i m p l e m e n t  t his p a r t  a n d  the 

p r o v i s i o n s  of l a w  w i t h  r e s p e c t  to the r e g u l a t i o n  o f  p r o f e s s i o n s . . . "  

( F l o r i d a  S t a t u t e s ,  T i t l e  XXX, S e c t i o n  4 5 5 . 0 1 1 3 )

Th e  f e e s  a r e  s e t  b y  the D i r e c t o r  of R e g u l a t e ^ /  A g e n c i e s  a n d  b o a r d s  

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

f e e s  a n d  t h e  c o s t s  of s e r v i c e s  r e n d e r e d .

In a d d i t i o n  to a n y  o t h e r  fee p r o v i d e d  b y  law, b o a r d s  m a y  set f e e s  

for l i c e n s e s  a n d  r e n e w a l s ;  th e  fee s h a l l  b e  b a s e d  on the c o s t  of 

c o l l e c t i n g  i n f o r m a t i o n  f o r  u s e  b y  the D e p a r t m e n t  o f  K e a l r h  in 

a d m i n i s t r a t i o n  of th e  s y s t e m  of h e a l t h  m a n p o w e r  s t a t i s t i c s .  E x a m­

i n i n g  b o a r d s  set f e e s  for e x a m s ,  b a s e d  on a d m i n i s t r a t i v e  ccsts.

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

( w i t h i n  l i m i t a t i o n s  p r e s c r i b e d ) .

F e e s  a r e  e s t a b l i s h e d  b y  the l e g i s l a t u r e  to fund o p e r a t i o n s  in th e  

D e p a r t m e n t  of L i c e n s i n g  a n d  R e g u l a t i o n .

F e e s  a r e  e s t a b l i s h e d  b y  b o a r d s  a n d  a p p r o v e d  b y  the C o m m i s s i o n e r  of 

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

costs.

F e e s  a r e  p r o v i d e d  b y  law. H o w e v e r ,  t h e  b o a r d s  m a y  s e t  f e e s  in 

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

B o a r d s  a r e  e m p o w e r e d  to s e t  f ees tha t  a r e  s u f f i c i e n t  to c o v e r  

o p e r a t i n g  a n d  a d m i n i s t r a t i v e  e x p e n s e s .



Jay Barton

U N  I V  H K  S I I  Y  O  I A L  A  S K  A

FAIRBANKS ALASKA 99701

A p r i l  2, 1984

T h e  H o n o r a b l e  R i c h a r d  El i a s o n ,  C h a i r m a n  

S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e  

P o u c h  V

J u n e a u ,  A l a s k a  99811 

D e a r  S e n a t o r  Eliason:

W h e n  H B  535 was oeing c o n s i d e r e d  in the House, I a sked the U n i v e r s i t y  

of A l a s k a  R i s k  M a n a g e r  to r e v i e w  the bill as it r e l a te d  to U n i v e r s i t y  

e m p l o ye e s .  A f t e r  r e v i e w i n g  the p r o p o s e d  l e g i s l a t i o n  he s t a t e d  that this 

is a d e s i r a b l e  bill b e c a u s e  of the l im i t e d  i n s u r a n c e  o p p o r t u n i t i e s  a- 

v a i l a b l e  to r e t i r ed  e m p l o y e e s .  T h e r e f o r e , the U n i v e r s i t y  of A l a s k a  is 

h a p p y  to support H B  535.

W e  w o u l d  a p p r e c i a t e  y o u r  f a v o r a b l e  c o n s i d e r a t i o n  c c this l e g i s l a t i o n .

S i n c e r e l y  youvs,

W. R u s s e l l  Jones 

Special A s s i s t a n t

for L e g i s l a t i v e  A f f a i r s

mlf

The  University of Alaska Serves You  as a S ta tew id e  Sys tem  of H igher Educat ion





^  • FISCAL NOTE ®

R e v i s i o n  D a t e : □

REQUEST FISCAL DETAIL
Agency Affected: Pepartm ent o f  T.axvBill/Resolution No.: SB 511

Title: "... relatin g to p r i n c i pRitogram Category Affected:_
and income of trusts..." G e n e r al G o v e r n m e n t

Sponsor: Sen. R u l e s ^ C o d e  Rev,
Requestor: Sen. J u d i c ia r y
Date of Request: 3/13/84

_CofcftiU, Program or Subprogram(s) Affected: 
 L e g a l  S e r v ic e s  O p e ra t io n s

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 PY 88 FY 89

OPERATING I
100 PERSONAL SERVICES

SCO TRAVEL

300 CONTRACTUAL

,00 SUPPLIES

500 EQUIPMENT

600 LAND L STRUCTURES

700 GRANTS, CLAIMS

600 MISCELLANEOUS

TOTAL OPERATING "  - ° “
-0 - -0 - -0 - -0 -

| CAPITAL I I

c REVENUE

FUNDING: (Thousands of Pol ars)
GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

POSITIONS:
FULL-TIME -0- ■ -0- -u- -u - - u - -0-
PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B ILL :

ANALYSIS: Attad) a separate 'page fo r analysis

Prepared By: R i ch ard I. Pep(ues. D i r e c t o r  hone: 463-3672
Division: A d m i n i s t r a t i v e  Services Di-vision late: 3-13-84

Approved by Commissioner: N orm an CL G o r s u c h  Date: 3-13-84
Agency: D epartment oi haw

D istr ibution  (by Agency preparing f is c a l  note):
Le g is la t ive  Finance 
Leg is la t ive  Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



©  ©
F i s c a l  Note M a r c h  13, 198A
A n a l y s i s
SB 511

This bill was r e q u e s t e d  by the Code R e v i s i o n  C o m m i s s i o n  

so that the state m a y  adopt the U n i f o r m  P rincipal and Income Act. 

The act has b e e n  adopted by 37 other states, m a k i n g  it one of the 

m o r e  w i d e l y  accepted u n i f o r m  acts. The propos ed act codifies 

rules a trustee shall f ollow w h e n  the document that e s t a b l i s h e d  

the trust does not provide instructions to cover all 

circum stances, w h i c h  frequ e n t l y  is the case. It directs h o w  the 

trustee shall credit a receipt or charge an expend i t u r e  in a 

v a r i e t y  of fact situations. Because this bill only deals w i t h  

p r i v a t e  sector financial transactions, it will not have a fiscal 

impact on state gover nment operations.



SB 51 i TITLE A SPONSOR SUMMARY 14:36 5/22/34 PAGE 1 OF
AMENDED TITLE:
AN ACT RELATING TO PRINCIPAL AND INCOME OF TRUSTS; AND 
PROVIDING FOR AN EFFEC.IVE DATE

SENATE RULES COMMITTEE.PRIME SPONSOR 
CO-SPONSORS:
CURRENT STATUS; 3/01/01 IN IS) LABOR t* COM 
SB 511 SENATE ACTION

DATE

03/01/34 
03/01/QA

■)< K K )(

>'EQ

01
02

V K'

PAGE

'inoir

)( «•

REFERRAL: JUDICIARY 
14:36 5/22/L4

LEGISLATIVE ACTION
PAGE 2 OF

FIRST READING .. COMMITTEE REPORTS
COMMENTARY JOINT USE SEN SUPF'L !i:21 
LABOR & COMMERCE 
JUDJ.C IARY 
RULES

•)(■)(•)(• )•)(■■)! )(■«)<•



*
A L A S K A  C O D E  R E V I S I O N  C O M M I S S I O N

3

COMMISSIONERS 
J O H N  W .  A B B O T T  - C H A I R M A N  

J A M E S  L .  B A L D W I N  - V I C E  C H A I R M A N  
P A T R I C K  M. R O D E V  
C H A R L I E  B U S S E L L  

L.  S .  K U R T Z .  J R .
J U D G E  ( R E T . )  T H O M A S  B. S T E W A R T  

F R E D E R I C  E. B R O W N

ALASKA STATE LEGISLATURE
P O U C H  Y  - S T A T E  C A P I T O L  

J U N E A U .  A L A S K A  9 9 8 1 1  
( 9 0 7 )  . 1 6 5 - 4 8 7 0

MEMORA NDUM

EXECUTIVE SECRETARY 
B I L L Y  G .  S E R R I E R

TO: Senator Richard I. Eliason, Chai rman 
Senate Labor and Commerce C o m m i t t e e

Dick Regan, Research Directo r 
Alaska Code Revisio n C o m m i s s i o n

FROM;

DATE: March 14, 1984

RE: (]' SB 511 adopting the U n i f o r m  Principal and
Income Act (administration of trusts); and

(2) SB 512 on a d m i n i s t r a t i o n  of decedents' 
estates (adjusting figures for inflation 
over the past twelve years

Enclosed are zero fiscal notes for the referenced 
bills. I understand a fiscal note should be atta ched in the 
first committee of reference.

These are bills we hope can be sc heduled for hearing in 
the Senate Labor and Committee on Wednesday, March 21st. The 
bills were prepared by the code revisio n c ommis s i o n  and the
Probate Committee of the Alaska Bar A s s o c i a t i o n  w o rkin g together 
with some repres entatives of the Tax C o m m it tee of the Alaska Bar 
Association.

Kathryn Black who was recently c h a i r p e r s o n  of the
Probate Committee of the Alaska Bar A s s o c i a t i o n  will be available 
to testify on the bills March 21st, next Wednesday. If the bills 
cannot be scheduled for hearing that day, she w i s h e s  us to try to 
make appoin t m e n t s  for her to meet you and individual committee 
members to answer questi ons about the bills.

A copy of House and Senate J o int Journal Supple m e n t  No.
21, dated March 1, 1984, is attached for ready reference on the
content of the bills.

D R :chw 
Attach m e n t s





c.s 1 TITLE c% i I' ON S C) R NUMMARY 1 4 • "’ 6  l5 / '}'>/r-\ 1 P A f E
AMENDED TITLE: ,r'L

AN ACT RELATING TO ADMINISTRATION OF DECEDENTS’ ESTATES•
AND PROVIDING FOR AN EFFECTIVE DATE

P RIM E S P 0 N S 0 R : S E N A T E R U I... E S C 0M MIT T F F *
CO-SPONSORS;

L.J f,; R11N T s T A T U S : 3/01 / Q 4 IN (S ) LA B 0 F & C 0 M R E F E R' R A L : J U DICIA R Y
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e FISCAL NOTE i
Revision Date:

REQUEST
B il l/R eso lu t io n  No.:__
T i t l e :  " . . .  r P i a r in p

FISCAL DETAIL
5JL2  Agency A t  i ected • 3 nt  o f

rn aHmim'cr^BQflfani Category Affected :________
fignexal.

-L a ii

 tion of decedents' p.staf.ps. . . " (Senere! finvprnnpnt-______________
Sponsor: gpn an le s/H o d e  Rp v  rn n£RU, Program or Subprogram!s j Affected:
R e q u e s t o r :  S p n .  . T n d i c i e r v
Date of Request: v n / 8 6 ~

L e g al Services nnprsf i n n s

(Thousands of D o lla rs)
FY 84 FY 85 FY 8 6 FY 87 FY 88 FY 89

OPERATING 1 1

ICO PERSONAL SERV ICES 1 1 1

2C0 TRAVEL I 1 1

SO0 CONTRACTUAL :
A00 SU FP L I E S

500 E0UIPMENT

500 LAND A STRUCTURES

700 GRANTS,  CLAM S

S00 MISCELLANEOUS

TOTAL OPERATING -u- - 0 - -U- - 0 - - 0 - - 0 -

CAPITAL | |

c REVENUE

FUNDING: (Thousands of Dol ars)
CENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

- 0 - - 0 - - n - - 0 - - n - - n -  '

POSITIONS:
FULL-TIME 1

101t01 -o- -r- -o- -0 -
PART-TIME 1

TEMPORARY
T"
>

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B ILL :

ANALYSIS: Attach a separate page fo r  analys is

Prepared By: Ri c h a r d  I . ( P e p u e s .  D i r e c t o r  Phone: n65-367?
D iv is io n : A d m i n i s t r a t i v e  Services D i v i s i o n  Date: 3-13-84_________

J 7 T  . K ' t U i l o l  (f&z.
Approved by Commissioner:- Normafo'C. G o r s u c h  Date: 3-13-84_________
Agency: D e p a r t m e n t  of L a w

D istr ib u tion  (by Agency preparing f i s c a l  note):
Le g is la t ive  Finance 
Le g is la t ive  Sponsor 
Requestor
Office of Management and Budget
Impacted Agenc,; ( ie s )  12/1/83



F i s c a l  Note M a r c h  13, 1984
A n a l y s i s
SB 512

This b i l l  was r e q u e s t e d  by the Code R e v i s i o n  C o m m i s s i o n  

to adjust for i n f l a t i o n  the d o l l a r  amounts in c e r t a i n  n e g l e c t e d  

sections of the U n i f o r m  P r obate  Code. This is the first such

a d j u s t m e n t  since the Code was a d o p t e d  in 1972. It is e s t i m a t e d  

that the CPI w i l l  have risen 146% f r o m  1972 until the bill w o u l d  

take effect in J a n u a r y  1, 1985. Because this b i l l  only deals 

w i t h  p r ivat e f i n a n c i a l  transac tions, it w i l l  not have a fiscal 

impact on state g o v e r n m e n t  operations.



1 ... -



W \T E  OF ALASKA 1984 LEGISLATIVE ffsS IO N
FISCAL NOTE

•Revision UateT

REQUEST
Bill/Resolution No.: SB 516
T i t le :  An Act establishing a

Vietnam Veterms Bonus___________
Sponsor: Senate L & C .  Committee 
Requestor: Sponsor_________________

FISCAL DETAIL
Agency Affected: Commerce ft Economic Development
Program Category Affected:___________________
_______ Development___________
BRU, Program or Subprogram(s) Affected: 

Investments
Date of Request:

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING
100 PERSONAL SERVICES 17.7
200 TRAVEL 0.0
300 CONTRACTUAL 2.5
^00 SUPPLIES .3
500 EQUIPMENT 3.9
500 UN D & STRUCTURES

700 CRANTS, CUIMS .774.0
300 MISCELLANEOUS

TOTAL OPERATING 798.4

CAPITAL 1

c REVENUE i

’FUNDING:___(Thousands of Dollars)
CENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

7 9 8 . 4
1

1 '

1

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

1

' 1

e 1 l.fl

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

atysisANALYSIS: Attach a separate

Prepared By: Paul 8. ArholdfrrxDirector
Division: Investments I f ~ ) /  ________

Approved by Commissioner: Richard A. Lyon_______
Agency: Commerce and Economic Development

Distribution (by Agency preparing f isca l note): 
Legislative Finance 
Legislative Sponsor 
Requestor .
Office of Manag°ment and Budget 
Impacted Agency(ies)

See attachment.

Phone:
Date:

465-2510

Date: ■ 2/2± M

12/1/83



•  $
FISCAL NOTE ANALYSIS 

SB 516

700 Line

Statistics  from the Veterans Administration (VA) indicate that there are 
approximately 23,000 Vietnam era veterans "Mving in Alaska. This 
figure, however, must be adjusted downward to account for the following 
c i  rcumstances:

A. Not all individuals serving in the armed forces during this
period served under circumstances qualifying for award of the
Vietnam Service Medal;

B. Many veterans who served in Vietnam and now live in Alaska
were not Alaskan residents at the time they were inducted into
the service.

VA statistics  indicate that approximately 32.1% of all Vietnam era 
veterans served in Vietnam and earned the Vietnam Service Medal. The 
percentage estimate would have to be applied to the number of Vietnam 
era veterans living in Alaska to develop an estimate of the number of 
individuals earning the Vietnam Se-vice Medal in the State.

Estimating the number of Vietnam veterans who were residents of Alaska 
at the time of induction into the service is more d i f f icu lt .  Determin­
ing the number of men drafted into the service from Alaska would omit 
individuals who enlisted in the service. Further, s tatistics  on the 
relative degree of migration that has occurred to Alaska following the 
Vietnam conflict are not easily available.

However, data gathered as part of the 1979 Permanent Fund Dividend 
proqram provides some useful information: the number and percentage of
individuals applying for permanent fund dividends, by age, who l i s t  an 
"Alaskan source" for their social security number. In general, indi­
viduals would have already received a social security number by the time, 
they entered the service and obtaining such a number would fairly 
approximate the age at which individuals became eligible for military 
service. While research tends to suggest that these figures may under­
state the number of Alaskan residents (some individuals may have obtained 
a social security number and subsequently moved to Alaska), the data 
gathered should be a useful tool in estimating individuals that resided 
in Alaska at the time of induction.

In 1980, 61% of Vietnam veterans were from 25 to 34 ypars of age. It is 
assumed for these purposes that the remaining 39% were from 35 to 44 
years old.



Use of th i s  data produces the following ca lcu la t io ns :

23,000 
X 32.1% 

7,383

Vietnam Era Veterans in Alaska (1982)
Vietnam Service Medal percentage
Veterans in Alaska earning the Vietnam Service Medal

7,383
39% (ages 35-44)

2,879

2,879
X 22.6% Percentage with Alaskan 

650 source Social Security 
numbers, ages 35-44

7,383
X 61% (ages 25-34)

4.504

4.504
X 33.3% Percentage with Alaskan 

1,500 source Social Security 
numbers, ages 25-34

1,500
650

i!,150 Estimated total e l ig ib le  individuals 
X $300 Average payment ($25 per month of service in Vietnam;

assume 12 month average tour in Vietnam.) 
$650,000 Estimated payments cost 

129,000 Plus 20% contingency*
$774,000 Budget Estimate

♦Contingency re flects  concern that use of Alaskan source Social 
Security numbers may tend to understate the number of individuals 
who were residents at the time of induction to the service.

100 Line - $17,673

Processing approximately 2,150 applications fo r bonuses under the 
program w il l  require additional s ta f f  time. I t  is  anticipated, however, 
that most applications can be processed rapidly as a l l  necessary in­
formation w il l  be contained on an applicant's DD-214. Other appli­
cations, which contain problems with Alaska residency or length of 
Vietnam service , w il l  require additional processing time. Development 
of controls to ve r ify  length of service w il l  take additional time.
Given that applications would be received over a period of months and 
that the program is  for a one-time payment, retention of a temporary, 
part-time employee is  proposed.

300 Line

Printing and layout of Application: $ 500

Newspaper advertising regarding program: $ 2,000

Total 300 l in e : $ 2,500

400 Line

Office supplies associated with program: $ 300

500 Line

Work s t a t io n  fo r  employee: $3,890

J/wfs31684b
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FOR Bill USE ONLY 

<iA KEY NUMBER

1 3  REQUEST FOR 
. NEW POSITION

a g e n c y  Commerce & Economic Development 

p r o c r a m  Development :_________

non Investments

C O M P O N E N T  :_________
o n m  17/821 • u

Page 1 of 1

Revised Onto

POSH ION 11 HE

Documents Processing Clerk IV

RECEIPT CODE rUIJDIIJG SOURCE
Federal Receipts 1002

C.F. Match

Cencral Funds

I-A Rece'.its

Program h'ceipts 1020 

ULucr*

2.
TYPE OF POSITION

TPT
STAFF MONTHS 

12
RP NUMBER PCN NUMBER

3. CONTINUATION LEVEL | | ADD T 1 Ofl | X |
IYPE OF EXPENDI1UKE AMOUNT

1 2 3

PERSONAL SERVICES

S. Salary 12,204
6. Bcnef its b,4b9
7. Supplemental Ben*.fits

B. Fixed Benefits

9. IUIAL PERSONAL SERVICES 01 17,673
10. Travel 02 0
11. Contractua1 03 Z , bUU

.12. Commodi ti es O't bOu
13. Equipment 05 3,ayu
!<i. Other

15. TOTAL COST 24,dt>J

2*73 Bif

RANCE/STEP
12A

BARG. UNIT
G

FORM 12 PACE/LINE coV.f
. APT’ROV, pro APT*

BRU PRIORITY LOCATION

Juneau
ELECTION DISTRICT txevx; xx'xfx;;:-

JUSTIFICATION

Processing of the estimated 2,150 app licatiihs  under 
th is  program w il l  require additional personnel. Given 
the one-time nature of th is payment, retention of a 
temporary employee is  preferable to a permanent employee. 
Additionally , a fu ll-tim e employee would be unnecessary.
A temporary, part-time position is  proposed to handle most 
of th is  program under the general supervision of the 
regional loan manager and the division d irector. The 
employee would receive and record a l l  applications, make 
e l ig ib i l i t y  determinations based on guidelines estab­
lished by the division d irector, develop and app'iy a 
ve r if ica t io n  process for e l ig ib i l i t y ,  correspond with 
applicants, ensure disbursal of bonus funds for e lig ib le  
applicants.

____________ I
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Senate B i l l  5]7 changes the maximum t!me periods to f i l e  physician's notice 
of treatment, f i l e  notice of conv.rov '.ion and pay compensation benefits to 
injured workers. The purpose of the leg is la t ion  is  to bring into 
conformity these time periods to enable the employer/insurer to make more 
informed and expeditious determinations on workers' compensation claims.

Currently , the employer has a maximum time period of 28 days to pay compen­
sa te  i, hut only 14 days to controvert (deny) a claim. A further co n fl ic t
in making a determination to e ither pay or deny is  the time period of 20
days for the physician to f i l e  notice of treatment verify ing that the 
in jury is  work connected and that the worker is  unable to work. This 
leaves l i t t l e  or no time for the employer/insurer to make an informed 
decision tc r'~cep1. or deny the claim. As a re su lt ,  many employer/insurers 
controvert claims which unnecessarily delays payment of compensation fo r a 
longer period titan the additional 7 days proposed under th is  leg is lation to 
investigate the claim.

This leg is la t ion  w il l  require the physician to f i l e  the medical report 
within 14 days instead of 20. The time period to f i l e  a controversion w il l  
he extended to 21 days instead of 14 and the maximum time to pay compen­
sation w il l  be shortened from 28 to 21 da*.-;. In other words, the physician 
must f i l e  the medical report within 14 d .ys and the insurer must e ither pay 
or controvert the claim within 21 days.

llte Department of labor supports passage of Senate B i l l  817. I t  w il l  not
have a f isca l impact on the Department.

APIMtOVr.D
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Under the authority of art. Ill, sec. 18, of the Alaska 

Constitution, I am t r a n s m i t t i n g  a bill relating to 

workers' compensation. T h e  bil l b rings into harmony the 

periods of time allowed for several r e l a t e d  acts, and 

should result in a system in w h i c h  claims are handled more 

efficiently.

Under current law, an e m p l o y e r  has 28 days to pay a 

c o m p e n s a t i o n  c laim but o n l y  14 days in w h i c h  to controvert 

it. Ideally, the decision to pay a c l a i m  should be made 

after receipt of a physician's n o t i c e  w h i c h  verifies that 

the w o r k e r ' s  injury is in fact w o r k - r e l a t e d  and that the 

w o r k e r  is disabled. U n d e r  current law, however, a 

p h y s i c i a n  has 20 days to file the notice. This often 

results in employers c ontroverting claims needlessly, and 

p ayments thus being unduly delayed.

The proposed legislation w o u l d  require a physician's 

notice to be '..led within 14 days of treatment instead of 

20, v o u l d  allow an employer 21 days instead of 14 to c o n­

trovert a claim, and x^ould shorten the time for payment 

from 28 to 21 days. These change?, w o u l d  enable an e m­

ployer to make an informed decision jn w h e t h e r  to pay or 

c ontrovert a worker's com pensation c’aim; the” thus inure 

to the benefit  of employers, workers, and insurers.

-1 -r



S i n c e r e l y ,

Bill Sheffield 
Governor
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Workers' Compensation

Section-By-Section Analysis 

\ *
Section 1. This section requires the physician rendering treatment to f i le  a 
medical report v;ithin 14 days following treatment instead of 20 days.

Section 2. This section extends the maximum time period for an employer to f i le  
a controversion from 14 days to 21 days from date of knowledge of the alleged 
injury or death, or, i f  payments have begun, within 7 days after an installment 
or compensation payable without an award is due.

Section 3. This section shortens the maximum time period for an employer to pay .• I
compensation to an injured worker from 28 days to 21 days.

Section 4. Provides for an effective date of July 1, 1984.

$



CSSB 517 (L  & C)

COMMITTEE SUBSTITUTE FOR SB 517 (L  & C) WILL RECTIFY MANY OF 

THE INCOMPATIBLE AND INCONSISTENT TIME PERIODS PRESENTLY 

EXISTING IN THE WORKER'S COMPENSATION ACT. CURRENTLY, AN 

EMPLOYER HAS A MAXIMUM TIME PERIOD OF 28 DAYS TO PAY 

COMPENSATION, BUT ONLY 14 DAYS TO DENY A CLAIM. A FURTHER 

CONFLICT IN MAKING A DETERMINATION TO EITHER PAY OR DENY IS 

THE TIME PERIOD FOR THE PHYSICIAN TO F I L E  NOTICE. AS A 

RESULT, MANY EMPLOYER/INSURERS DENY CLAIMS WHICH 

UNNECESSARILY DELAYS PAYMENT OF COMPENSATION.

THIS LEGISLATION WILL REQUIRE THE PHYSICIAN TO F I L E  THE 

MEDICAl  REPORT WITHIN 14 DAYS INSTEAD OF 20 . THE TIME

PERIOD TO DENY A CLAIM WILL BE EXTENDED TO 21 DAYS INSTEAD

OF 14 AND THE MAXIMUM T TME TO PAY COMPENSATION WILL BE 

SHORTENED FROM 28 TO 21 DAYS. IN OTHER WORDS, THE PHYSICIAN 

MUST F I L E  THE MEDICAL REPORT WITHIN 14 DAYS AND THE INSURER 

MUST EITHER PAY OR CONTROVERT THE CLAIM WITHIN 21 DAYS.

SECTION 2 WAS ADDED TO SB 517 IN THE LABOR AND COMMERCE 

COMMITTEE. THIS ADDITION WOULD ALLOW AN ADDITIONAL 14-DAY 

"GRACE PERIOD" FOR THE F IL IN G  OF VARIOUS REPORTS WITH THE

WORKER'S COMPENSATION BOARD. PRESENTLY, THE TIME FRAME FOR 

F IL IN G  THESE REPORTS IS  NOT COMPATIBLE WITH THE PRACTICES OF 

MANY INSURERS AND ADJUSTERS. THIS NEW LANGUAGE WILL RESOLVE 

THESE EXISTING PROBLEMS.

CSSB 517 (L  & C) HAS THE SUPPORT OF THE AD HOC COMMITTEE ON 

WORKERS'S COMPENSATION, DEPARTMENT OF LABOR AND 

REPRESENTATIVES OF THE INSURANCE INDUSTRY AND MEDICAL 

COMMUNITY. I URGE Y-0W- S W W T ~ P f f f i - - T f t tS - V [:RY WORTHWHILE 

LE€m ATION,- -  p ,  p r f t  . •



ADDITIONAL INFORMATION

CURRENTLY

28 DAYS TO PAY COMPENSATION

14 DAYS TO PAY COMPENSATION

20 DAYS FOR PHYSICIAN'S 

REPORT

14 DAYS TO REPORT TO WORKER'S 

COMPENSATION BOARD *

CSSB 5 1 7 (L & C)

21 DAYS TO PAY

COMPENSATION

21 DAYS TO CONTROVERT

CLAIM

14 DAYS FOR PHYSICIAN'S 

REPORT

28 DAYS TO REPORT TO 

WORKER'S COMPENSATION 

BOARD

* THIS INCREASE IN THE "GRACE PERIOD" DOES NOT AFFECT THE 

TIME PERIODS FOR WHICH COMPENSATION MUST BE PAID TO INJURED 

WORKERS,

THE PENALTY LISTED IN SECTION 2 IS  ALREADY IN EXISTING LAW,
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t B t O M M I T T E E  R E P O F r H I  

S E N A T E

FURTHER:

4/5 /8 *

Date

Mr. President

The Committee on I. •• C O M I . considered . j '1

w..rkt_r ' compensations ofd

and (a majority of the committee) (the committee) reports it back with 
the following recommendations:

[*.] do pass

[ ] do pass with attached amendment(s)
j  )

[ V ] replace w i t h / o r  adopt CS for  ________' ’ ( j _  i (  •__________________
[ ] n e w  title
[ ] same title and recommends ;_______________________________________________

I
[ ] and attached a "LETTER OF INTENT" [ ] N E W  FISCAL NOTE

[ ] reports it back without recommendation

[ ] recommends referral to __________________________________________  Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASS O THE R RECOMMENDATIONS

‘ -A / / ' /_______________  ______________________________________________________________________________________________________________________

_

\ \  —5----------------------

/ / /  ( s '  /
, ■ /  ■

Chairman O,  ' . *   ___
Chairman recommendation
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W i l l i a m  F. Reeves 

3201 S p e n a r d Road 

A n chorage, A l a s k a  9 9 5 0 3  

PHONE: 5 6 1 - 5 3 5 4

A p r i l  6, 1984

S e n a t o r  R i c h a r d  I. Eliason, C h a i r m a n  

S e n a t e  L a b or  & C o m m e r c e  C o m m i t t e e  

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

P o u c h  V

Juneau, Ala s k a  9 9 8 11  

Attn: Sh e i l a  P e t e r s o n

RE: SB 517

De a r  S e n a t o r  E l i ason:

As a p a r t i c i p a n t  in the L a b o r / M a n a g e m e n t  Ad Ho c  C o m m i t t e e  on Workers' 

C o m p e n s a t i o n ,  I a m  w r i t i n g  this letter in s u p p o rt  of SB 517 an d  the p ro posed 

a m e n d m e n t  to SB 517 w h i c h  is a L t a c h e d  hereto.

Th e  L a b o r / M a n a g e m e n t  Ad Hoc C om m i t t e e  .. Workers' C o m p e n s a t i o n  in Alaska was 

formed rather s p o n t a n e o u s l y  a p p r o x i m a t e l y  two years ago. Its p u r p o s e  has 

b e e n  to r e v i e w  a n d  a n a l y z e  the A la s k a  workers' c o m p e n s a t i o n  s y s t e m  in a 

foruin o u t s i d e  the p o l i t i c a l  arena. The p e r s p ec t i v e  of the ad hoc c o m m i t t e e  

c o n t i n u e s  to be the " w or k a b i l i t y "  of the workers' c o m p e n s a t i o n  s y s t e m  in 

Ala s k a .

SB 517 r e c t i fi e d  m a n y  of the i n c o m p a t i b l e  and i n c o n s i s t e n t  time periods 

p r e s e n t l y  e x i s t i n g  in the Workers' C o m p e n s a t i o n  Act. Th e  ad hoc c o m m i t t e e ,  

the D i v i s i o n  of Workers' C o m p e n s a ti o n ,  and r e p r e s e n t a t i v e s  of the I n s u r an c e  

I n d u s t r y  and m e d i c a l  c o m m u n i t y  have d i s c u s s e d  this bill and no o b j e c t i o n s  

have b e e n  raised.

Th e s e  same p a r t i c i p a n t s  d i s c u s s e d  the a t t a c h e d  propo s e d a m e n d m e n t  to 

SB 517. The a t t a c h e d  p r o po s e d  a m e n d m e n t  r e s o l v e s  a ser i e s  of a d m L n L s t r a t i v e  

p r o b l e m s  w i t h i n  the act. In essence, the a m e n d m e n t  w o u l d  a l l o w  an 

a d d i t i o n a l  1 4 - d a y  " g r a c e  perLod" for the fi l in g  of v a r i o u s  r e p or t s  w ith the 

W o r kers' C o m p e n s a t i o n  Roard. Presently, the time frame for filing these 

repo r t s  is not c o m p a t i b l e  with the p r a c t i c e s  of m a n y  i n s u r e r s  and 

a d j u s t e r s .  It is b el i e v e d  that the proposed a m e n d m e n t  w ill reso l v e  m o s t  of 

the e x i s t i n g  problems.

It s h o u l d  be noted that the time periods e x t e n d e d  by tills p r o posed a m e n d m e n t  

do not extend the time periods for which c o m p e n s a t i o n  must be paid to 

inju r e d  workers.



S e n a t o r  R i c h a r d  I .  E l i a s o n

A p r i l  6 ,  1 9 8 4

P a g e  T w o

If I c a n  be of any furt he r  a s s i s t a n c e  in this matter, please do not h e s i t a t e  

to c o n t a c t  me.

Sincerely,

A L A S K A  C H A P T E R

A S S O C I A T E D  G E N E R A L  C O N T R A C T O R S

W i l l i a m  F. R e e v e s  

Gene r a l  C o u n s e l

E n c l o s u r e

W F R / e c / 1 5

cc: John A bs h i r e ,  Alaska Iron w o r k e rs ,  Local 7 SI

K e v i n  Dourghty, A l a s k a  S tate D i s t r i c t  Counc i l  of L a b o r e r s  

J o e  sutler, O p e r a t i n g  E n g i n e e r s  

Rober.t Erickson, T e a m s t e r s  L ocal 939 

R i c h a r d  C a t t a na c h ,  U n i t  C o m p a n y

J a c k  Th o m p s o n ,  Vic e  President, Ai r  V a n  Lines, Inc.

D w a y n e  Tayl o r , F r o n t i e r  C o m p a n i e s

J i m  Robison, C o m m i s s i o n e r  of La b o r

J a c k i e  M cC l i n t o c k ,  D i rector, W o r ke r s  C o m p e n s a t i o n

T o m  O'Keefe, I n d u s t r i a l  I n d e m n i t y

Rich a r d  Block, Al a s k a  Na t i o n a l  Insu r a n c e



§ #
SB 517 -  AN ACT RELATING TO WORKERS' COMPENSATION 

PROPOSED AMENDMENT TO AS 2 3 . 3 0 . 1 5 5 ( c ) :

The em p loyer s h a l l  n o t i f y  th e  board  and th e  employee on a 

form  p r e s c r ib e d  by th e  board  t h a t  th e  payment o f  compensa­

t i o n  has  begun o r  h as  been in c r e a s e d ,  d e c re a s e d ,  suspended, 

t e r m in a t e d ,  resumed o r  changed in  t y p e .  An i n i t i a l  r e p o r t  

s h a l l  be f i l e d  w i t h in  28 days  a f t e r  th e  d a te  o f  i s s u in g  th e  

f i r s t  payment o f  co m p e n sa t io n . I f  a t  any t im e  21 d ays  or 

more p a s s  and no com pensation  payment i s  i s s u e d ,  a re p o r t  

s h a l l  be f i l e d  w i t h in  28 days  a f t e r  th e  d a te  th e  l a s t  compen­

s a t io n  payment was i s s u e d  a s  b e n e f i t s  have been suspended o r  

t e r m in a t e d .  A r e p o r t  s h a l l  a l s o  be f i l e d  w i t h in  28 days a f t e r  

th e  d a te  o f  i s s u in g  a payment i n c r e a s i n g ,  d e c r e a s in g ,  resum ing 

o r  chan g in g  th e  ty p e  o f  com pensation  p a id .  I f  th e  em ployer 

f a i l s  to  n o t i f y  th e  board and th e  employee w i t h in  th e  p re s c r ib e d  

28 d a y s ,  th e  em p loyer s h a l l  pay a c i v i l  p e n a l t y  o f  $100 f o r  

th e  f i r s t  day p lu s  $10 f o r  each day t h e r e a f t e r  t h a t  th e  em ployer 

f a i l e d  to  g iv e  n o t i c e .  T o t a l  p e n a l t i e s  under t h i s  s e c t io n  may 

n o t  exceed  $ 1 ,0 0 0  f o r  each  f a i l u r e  to  f i l e  a r e q u i r e d  r e p o r t .



®  A L A S K A  STA TE SE N A T
PATRICK RODEY

SENATOR
POUCH V 

JUNEAU, A LA SK A  99811 
(907) 465-379:1 
(907) 475-3754

S e n a t o r  D i c k  Eliason, C hair March 5, 1984
S e n a t e  L a b or  & C o m m e r c e  C o m m i t t e e  

C a p i t o l  B u i l d i n g  Ro o m  417 

J uneau, A l a s k a

D e a r  Dick:

I w o u l d  like to requ e s t that the S e n a t e  L a b o r  & C o m m e r c e  C o m m i t­

tee int r o d u c e  a p r o p o s e d  d raft of the a t t a c h e d  w o r k e r ' s  c o m p e n­

sat i o n  bill. I w o u l d  be h a p p y  to s p o n s o r  chis l e g i s l a t i o n  but as 

you k n o w  the d e a d l i n e  for i nd i v i d u a l  s p o n s o r s  has passed.

P l e a s e  kee p  this le tt e r  on file as p r o of  that I s p e c i f i c a l l y  

r e q u e s te d  this l e g i s l a t i o n  to be i n t r o d u c e d  thro u g h the c o m m i t­

tee.

T h a n k  a w u  for ta k i n g this into co n s i de r a t i o n .

9
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  F e b ruary 29, 1984

SUBJECT: Sectional analysis of W o r k  Order  13-1907

TO: Senator  D i c k  Eli ason
Chairman, Senate Labor & Commerce

FROM: Thomas A. Sofo //jel5
L e g i s l a t i v e  Counsel

You have asked for a sectional analysis of W o r k  Order 
13-1907, a bill draft w h i c h  make s amendments to the w o r kers 
c o mpe nsation law.

Section 1 This section m erely decreases from 20 to 14 days 
the time w i t h i n  w h i c h  a doctor or empl oyee must n o t i f y  the 
w o rkers compen s a t i o n  b o a r d  of the giving or r e c e ivin g of 
medical treatment. S e ction 1 also standa rdizes the 14 day 
notice time limit for the first and subsequent medical 
t r e a t m e n t s .

Section 2 Increases f r o m  14 to 21 days the time w ithin 
w h i c h  the e m p loyer m u s t  file w i t h  the board a n otice  of 
contro v e r s i o n  if the employ er w ishes to contest the right of 
the em ployee to w o r k e r s  compensation. The same section 
allows for the e m p l o y e r  to also file a notice of 
controversio n w i t h i n  seven days after ' payment of c o m p e n­
sation is due even after the e m p loyer has already begun  the 
payment of compensation.

S e ction 3 Decrease s from 14 to 7 days the time after w h i c h  
a 20 percent penalty is to be added to an unpaid installment 
of compensation.

S e c t i o n  4 I m m e d i a t e  e f f e c t i v e  d a t e .

T A S :oj b 
J4/026



W il l ia m  F .  Reeves 
3201 Spenard Road 

A nchorage , A la s k a  99503 
PHONE: 561-5354

A p r i l  6 ,  1984

S e n a to r  R ic h a rd  I .  E l i a s o n ,  Chairman 
Sen a te  Lab o r & Commerce Committee 
A la s k a  S t a t e  L e g i s l a t u r e  
Pouch V
Ju n e a u , A la s k a  99811 

A t t n :  S h e i l a  P e te rso n

R E : SB 517

Dear S e n a to r  E l i a s o n :

As a p a r t i c i p a n t  in  th e  Labor/Management Ad Hoc Committee on W orkers ' 
Com pensation , I  am w r i t i n g  t h i s  l e t t e r  in  s u p p o rt  o f  SB 517 and th e  
proposed amendment to  SB 517 w h ich  i s  a t ta c h e d  h e r e t o .

The Labor/Management Ad Hoc Committee on W o rke rs ' Compensation in  
A la s k a  was formed r a t h e r  sp o n ta n e o u s ly  a p p ro x im a te ly  two y e a r s  ago.
I t s  purpose has been to  re v ie w  and a n a ly z e  th e  A la s k a  w o rk e r s '  compen­
s a t io n  system  in  a forum o u t s id e  th e  p o l i t i c a l  a r e n a .  The p e r s p e c t iv e  
o f  th e  Ad Hoc Committee c o n t in u e s  to  be th e  " w o r k a b i l i t y "  o f  the  
w o rk e r s '  com pensation  system  in  A la s k a .

SB 517 r e c t i f i e d  many o f  th e  in c o m p a t ib le  and i n c o n s i s t e n t  tim e p e r io d s  
p r e s e n t l y  e x i s t i n g  in  th e  W o rke rs ' Compensation A c t .  The Ad Hoc Comm­
i t t e e ,  th e  D i v i s io n  o f  W o rke rs ' Com pensation , and r e p r e s e n t a t i v e s  o f  
th e  in s u ra n c e  in d u s t r y  and m e d ica l community have d is c u s s e d  t h i s  b i l l  
and no o b je c t io n s  have been r a i s e d .

These  same p a r t i c i p a n t s  d is c u s s e d  the  a t ta c h e d  proposed amendment to  
SB 517 . The a t ta c h e d  proposed amendment r e s o lv e s  a s e r i e s  o f  a d m in is ­
t r a t i v e  problem s w i t h in  th e  a c t .  In  e s s e n c e ,  the  amendment would a l lo w  
an a d d i t io n a l  14-day "g ra ce  p e r io d "  f o r  th e  f i l i n g  o f  v a r io u s  r e p o r t s  
w i t h  the  W o rke rs ' Compensation Bo ard . P r e s e n t l y ,  the  t im e  frame f o r  
f i l i n g  th e se  r e p o r t s  i s  not co m p atib le  w i th  th e  p r a c t i c e s  o f  many i n ­
s u r e r s  and a d j u s t e r s .  I t  i s  b e l ie v e d  t h a t  the proposed amendment w i l l  
r e s o l v e  most o f  th e  e x i s t i n g  p rob lem s.

I t  sh o u ld  be noted t h a t  th e  tim e p e r io d s  extended by t h i s  proposed 
amendment do no t ex ten d  th e  t im e p e r io d s  f o r  w h ich  com pensation  must 
be p a id  to  i n ju r e d  w o rk e r s .



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

A p r i l  6 ,  1984 
Page Two

I f  I  can be o f  any f u r t h e r  a s s i s t a n c e  i n  t h i s  m a t t e r ,  p le a s e  do n e t  
h e s i t a t e  to  c o n ta c t  me.

S i n c e r e l y ,

ALASKA CHAPTER
ASSOCIATED GENERAL CONTRACTORS

W il l ia m  F .  Reeves 
G e n e ra l C ounse l

E n c lo s u re

WFR/ee/15

c c :  John A b s h i r e ,  A la s k a  I r o n w o r k e r s ,  L o c a l  751
K e v in  D o u rg h ty , A la s k a  S t a t e  D i s t r i c t  C o u n c i l  o f  L a b o re rs  
Jo e  B u t l e r ,  O p e ra t in g  E n g in e e rs  
R ob ert  E r i c k s o n ,  Team ste rs  L o c a l  959 
R ic h a rd  C a t ta n a c h ,  U n it  Company
Ja c k  Thompson, V ic e  P r e s id e n t ,  A i r  Van L i n e s ,  I n c .
Dwayne T a y l o r ,  F r o n t i e r  Companies
J im  R o b iso n , Com m issioner o f  Labor
J a c k i e  M c C l in to c k ,  D i r e c t o r ,  W o rke rs ' Compensation
Tom O 'K e e fe ,  I n d u s t r i a l  In d em n ity
R ic h a rd  B lo c k ,  A la sk a  N a t io n a l  In s u ra n c e

m
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§ 2 3 .3 0 .1 4 5 A l a s k a  S t a t u t e s  S u p p l e m e n t § 2 3 .3 0 .1 5 5

(d) I f  a n  e m p lo y e r  fa i ls  to com ply  w i th  a  com pensa t ion  o rd e r  m a k in g  
a n  a w a rd  t h a t  h a s  becom e f inal,  a  benef ic ia ry  of  th e  a w a rd  o r  t h e  board  
m a y  a p p ly  for th e  e n fo rc e m e n t  o f  th e  o rd e r  to  th e  su p e r io r  court .  I f  th e  
co u r t  d e te rm in e s  t h a t  th e  o rd e r  w a s  m a d e  a n d  se rved  in  accordance  
w i th  law , a n d  th a t  th e  e m p lo y e r  o r  h is  officers o r  a g e n ts  h a v e  failed to 
com ply  w i th  it ,  t h e  c o u r t  sh a l l  enforce obedience to  th e  o rd e r  by  w r i t  
o f  in junc tion  o r  by  o th e r  p ro p e r  process to enjo in  upon  th e  em p lo y er  a n d  
h is  officers a n d  a g e n t s  com pliance  w i th  t h e  order.

(e) P ro ce ed in g s  for su sp e n d in g ,  s e t t i n g  aside , o r  en fo rc ing  a  com ­
p e n sa t io n  o rde r ,  w h e th e r  re je c t in g  a  c la im  o r  m a k in g  a n  aw ard ,  m a y  
n o t  be in s t i tu te d  ex cep t as  p rov ided  in  th i s  sec tion  a n d  AS 23.30.170. 
(8  20 ch  193 SL A  1959; a m  § 1 ch 32 SLA  1965; a m  § 27 ch 93 SLA 
1982)

E ffec t o f am endm ents. — The 1982 
amendment repealed subsection (b).

N O T E S  T O  D E C IS IO N S

I I I .  S T A N D A R D  O F  R E V IE W . original. See Parker D rilling  Co. v.

A nd  fin d in g s o f bo ard , etc. ^
In accord with 12th paragraph in 5759), 651 P.2d 842 (1982).

S e c .  23 .30.145. A t t o r n e y  fee s .

N O T E S  T O  D E C IS IO N S

Subsection (a) aw ard  ap p lies on ly , 
etc.

Where the board awarded employee's 
attorney's fees on all compensation in 
excess of $0,000, the amount tendered by" 
the employer as a permanent partial d is­
ability award, the $(>.000 voluntarily ten­
dered by the employer was not "in 
controversy" despite the fact that the 
employer disputed the disability c lassifi­
cation, since this section unambiguously 
restricts the award of attorney's fees to

amounts which are controverted. Digncll 
v. Wise Mechanical Contractors, Sup. Ct. 
Op. No. 2566 (F ile  No. 5929), P.2d 
(1982).

A w ard  to em player-defendant. 
Appellate court grant of attorneys’ fees to 
an employer-defendunt must be based on 
finding that claimant's appeal was 
frivolous, unreasonable, or brought in bad 
faith. Whaley v. Alaska Workers' Com­
pensation lid ., Sup. Ct. Op. No. 2583 (File  
No. 5701), »l (8 P .2d 955(1982).

A r t i c l e  4. P a y m e n t  o f  C o m p e n s a t i o n .
Section

155. Payment of compensation 
160. Assignment and exemption from 

claims of creditors

S e c .  23 .30.155. P a y m e n t  o f  c o m p e n s a t i o n ,  (it) C o m p en sa t io n  
u n d e r  th i s  c h a p te r  sh a l l  be  pa id  period ica lly , p rom ptly ,  a n d  d irec tly  to 
th e  pe rson  e n t i t l e d  to  it, w i th o u t  a n  a w a rd ,  excep t w h e re  liab il i ty  to

§ 2 3 .3 0 .1 5 5  L a b o r  a n d  W o r k e r s ’ C o m p e n s a t i o n  § 2 3 .3 0 .1 5 5

p ay  co m p en sa t io n  is co n tro v e r ted  by th e  em ployer .  To co n tro v e r t  a  
c la im  th e  e m p lo y e r  m u s t  file a  no tice , on a  form prescr ibed  by th e  
board , s t a t i n g

(1) t h a t  th e  r i g h t  of th e  em p loyee  to  c o m p en sa t io n  is controverted ;
(2) th e  n a m e  o f  t h e  em ployee;
(3) th e  n a m e  o f  th e  em ployer;
(4) t h e  d a te  o f  th e  a l leg ed  in ju ry  o r  d e a th ;  a n d
(5) t h e  typ e  o f  co m p en sa t io n  a n d  a ll  g ro u n d s  upon  w hich  th e  r ig h t  

to co m p en sa t io n  is con tro v er ted .
(b) T h e  f i r s t  in s ta l lm e n t  o f  c o m p e n sa t io n  becom es d u e  on th e  14th 

day  a f t e r  th e  e m p lo y e r  h a s  kno w led g e  o f  th e  in ju ry  or d e a th .  O n th is  
d a te  a l l  c o m p e n sa t io n  th e n  d u e  s h a l l  be paid . S u b s e q u e n t  co m p en sa ­
t ion  sh a l l  be p a id  in  in s ta l lm e n ts ,  ev e ry  14 days ,  excep t  w h e re  th e  
board  d e t e rm in e s  t h a t  p a y m e n t  in  in s ta l lm e n ts  shou ld  be  m ade  
m o n th ly  o r  a t  som e o th e r  period .

(c) ( E f f e c t i v e  J a n u a r y  1, 19841 U pon  m a k in g  th e  f i r s t  p a y m e n t ,  
a n d  upon  a n  in c rea se ,  re d u c t io n ,  t e r m in a t io n ,  su spens ion ,  re su m p t io n  
or a  c h a n g e  in  r a t e  o r  ty p e  o f  com p en sa t io n  paid ,  th e  em p lo y er  sh a l l  
notify  th e  board  w i th in  14 d ay s ,  on a  form  prescribed  by th e  board , t h a t  
p a y m e n t  o f  co m p e n sa t io n  h a s  b eg u n  o r  h a s  been  inc reased ,  r e ^ v "od, 
te r m in a te d ,  re s u m e d ,  ch an g ed ,  o r  su sp en d ed ,  a s  th e  Ci ,e m a y  1) j  th e  
e m p lo y e r  fa i ls  to no tify  th e  bo a rd  w i th in  14 d ay s ,  th e  bo a rd  sha l l  a ssess  
u g a in s t  th e  e m p lo y e r  a  civil p e n a l ty  o f  $100 p lu s  $10 for each  day  in 
excess o f  14 d a y s  th a t  th e  e m p lo y e r  fa i ls  to  g ive notice. T o ta l  p e n a l t ie s  
u n d e r  th i s  sec t ion  m a y  n o t  exceed $1 ,000  for each  fa i lu re  to file a 
re q u ire d  repo r t .

(d) I f  th e  e m p lo y e r  co n t ro v e r t s  th e  r i g h t  to co m pensa t ion  lie sha l l  
file w i th  th e  hoa rd  on o r  before  th e  14 th  d ay  a f t e r  he h a s  know ledge  of 
th e  a lleged  in ju ry  o r  d e a th  o r  on o r  before  a n  in s ta l lm e n t  o f  c o m p en sa ­
tion  p a y a b le  w i th o u t  a n  a w a rd  is d ue ,  a  no tice  of con trovers ion  on a 
form p re sc r ib ed  by th e  board .

(e' I f  a n y  in s ta l lm e n t  o f  c o m p e n sa t io n  p a y a b le  w i th o u t  a n  a w a rd  is 
no t  pa id  w i th in  14 d a y s  a f t e r  i t  becom es due , prov ided  in (b) o f  th is  
section , th e re  sha l l  be added  to th e  u n p a id  in s ta l lm e n t  a n  a m o u n t  
equa l  to 20 p e rc e n t  o f  it, w h ich  sh a l l  be  pa id  a t  th e  s a m e  t im e  as, a n d  
in ad d i t io n  to, th e  in s ta l lm e n t ,  u n le s s  notice  is filed u n d e r  (d) of th is  
sec tion  o r  u n le s s  th e  n o n p a y m e n t  is excused  by th e  board  a f t e r  a 
show ing  by th e  e m p lo y e r  t h a t  ow ing  to cond it io ns  over  w hich  he  had  
no contro l th e  in s ta l lm e n t  could n o t  be paid  w i th in  the  period p re ­
scr ibed  for th e  p a y m e n t .

(0  If  c o m p e n sa t io n  p a y a b le  u n d e r  th e  te r m s  o f  a n  a w a rd  is not pa id  
w i th in  14 d a y s  a f t e r  i t  becom es d ue ,  th e r e  sh a l l  he added  to th a t  unp a id  
co m p en sa t io n  a n  a m o u n t  e q u a l  to 20 percen t  o f  it, w h ich  sha l l  lie paid  
a t  th e  s a m e  t im e  as, h u t  in add it  ion to, th e  co m p en sa t io n ,  u n le ss  rev iew  
of th e  co m p en sa t io n  o rd e r  m a k in g  th e  a w a rd  is had  a s  provided  in AS 
23.30.125 an d  a n  in te r lo cu to ry  in ju n c tio n  s t a y in g  p a y m e n ts  is a llowed 
by th e  court .





m ia  ■  a

STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No.: SB 525_______  Agency Affected: All______________
T i t le :  "An Act re lating to Program Category Affected: All

Unemployment insurance1'
Sponsor: senate Laocr/iommerce ~ BRU, Program or Subprogram!s) Affected:
Requestor: Senate Labor/Commerce AH_____________________________________________
Date of Request: March / , 1984 ~ _________________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

A00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 GRANTS, CLAIMS 

800 MISCELLANEOUS

186.4 510.6 571.6 576.0 580.1

TOTAL OPERATING 186.4 510.6 571.6 576.0 sso.i

I CAPITAL

I REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 139.8 332.9 428.7 432.0 435.1
FEDERAL FUNDS 13.1 35.8 40.0 40.3 40.6
OTHER 33.5 91.9 102.9 103.7 104.4
TOTAL 186.4 510.6 ..... 571,6 576.0 580.1.

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B ILL :
Personal Service benefits would ircrease for a ll agencies based on the 
projected increase in unemployment insurance paid to ex-state employees 
and seasonal employees.

ANALYSIS: Attach a separate page for apalysis

Prepared By: W. Shay. J r .    Phone: 465-2712
Division: Employment  S e c u r i t v / f f i  v i s i o n  z '")  Date: 2-/x_/fr*s

Approved by Commissioner: 3 k  h o f y j i , Date: ^-// ) - /S/lf  
Agency: Labor 77 > i
LEG:A:4 '

Distribution (by Agency preparing f is ca l note):
Legis lative Firi3*T,rr 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83

i  s e a l  n O T e .



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA 
THIRTEENTH LEGISLATURE 

BILL/RESOLUTION NO: SB 525
TITLE: "An Act re lating to Unemployment Insurance."
AGENCY AFFECTED: Department of Labor
Page 2

The following assumptions were made in preparing the forecasted costs:

1. State employment w il l  continue to increase through FY 1985. 
Thereafter, s tate employment w il l  level o ff with consolidation 
of administrative jobs and belt tightening being offset by jobs 
based on increased population.

2. There is  no wage increase for calendar year 1984. The wages 
through FY 1986 re f le c t  the recent agreement with APEA. A
5 percent yearly  increase continues throughout the remainder 
of the forecast period.

3. As provided in th is  b i l l ,  the maximum weekly benefit amount paid 
for unemployment insurance claims w il l  increase from $155 ti $198, 
e ffective  January 1, 1985.

As a re su lt ,  the State of Alaska would be required to pay more in its  personal 
service benefit costs for unemployment insurance. The total amount of-the 
increased costs (which would affect a ll Departments in the State) is  projected 
from past experience and a computerized modeling technique. The estimated 
increase in the average payment using th is  method is  14%. This increase would 
not occur immediately in FY '85, because claimants are paid for an entire year 
at the rates in effect when they f i r s t  claim benefits . The total effect of 
the increase would not be fe l t  until FY '87.



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

fRevision Date:

REQUEST
Bill/Resolution No.:
T i t le :  "An Act re lating to

SB 525
FISCAL DETAIL 
Agency Affected: Labor

Unemployment Insurance"
Sponsor: Senate Labor/Commerce
Requestor: Senate Labor/Commerce-
Date of Request: March 7, 198.

Program Category Affected: Social Services

BRU, Program or Subprogram(s) Affected: 
Employment Security , Unemployment 
Insurance

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING
100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL 5.0
AOO SUPPLIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING 0 5.0 0 0 0 0

' CAPITAL 1

I REVENUE |

FUNDING: (Thousands of Doll ars)
GENERAL FUND

FEDERAL FUNDS 5.0
OTHER

TOTAL 0 5.0 0 0 0 0

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B ILL :
Federal funds w ill be requested to fund reprogramming of automated programs. 
[125 hours x $40 per hour.]

ANALYSIS: Attach a separate page for analysis

Prepared By: J^hn W. Shav. Jr  ^
Divis ion : Employment Security Tffvision

Approved by Commissioner: ^Jim R&nSon 
Agency: Labor_________________

/  I b l U I I

Phone: 465-2712
Date: 3 / v / ^

LEG:A:5
Distribution (by Agency preparing f isca l note): 

Leg is lative  Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies)

Date: -j / j  7-// f

- Pr  \ S c

12/1/83



Bil l  N o .  Senate Bill 525 D a t e March 12, 1984Title "An act relating to Unemployment Insurance; Contact: Eileen Plate 
and providing for an e ffective  date." 465-2700

Jack Shay 
465-2712

Sena:e B i l l  525 incorporates a number of housekeeping and conformity provisions and 
makes several technical changes to Alaska's unemployment insurance lav/. I t  also 
increases the maximum weekly unemployment insurance benefit amount.

Passage of SB 525 w il l  assure that Federal Unemployment Tax Act (FUTA) credits present­
ly available to Alaska employers are not jeopardized; and w il l  assure that federal 
grants to the Alaska Department of Labor for administration of the unemployment insur­
ance program are not withheld. Sections 8 and 11 of SB 525 are conformity items and
must pass for Alaska to remain in conformity with Federal Law. Sections 2 and 3 amend
employer unemployment insurance tax rates in line with recent Federal leg is la t ion . 
Without this le g is la t io n , FUTA taxes paid by Alaskan employers w il l  increase 
approximately $2 million annually.

The increase in the maximum weekly unemployment insurance benefit amount w il l  provide 
approximately two-thirds of the UI claimants with a 50 percent replacement of their 
average weekly wages. The benefit schedule was amended in 1980 to provide a 50 percent 
wage replacement to two-thirds of the claimants. Wage in fla t ion  since 1980 has eroded
this level of wage replacement to the extent that today only about 50 percent of the
claimants received the 50 percent wage replacement.

The Department of Labor supports passage of SB 525. A f is ca l note is  attached.

APPROVED

/ *

’■ Jim Robison 
Commissioner

P O S I T I O N  P A P E R / D e p a r t m e n t  of Labor
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M E M O R A N D U M

TO: H o n o r a b l e  Bill Sheffield
Governo r

FROM:
A t t o r n e y  General

RE: A t t a c h e d  bill on employment insurance
Our file: 377-043-84

A t t a c h e d  is a bill c ontaining changes to the u n e m p l o y­
ment insurance statutes in AS 23.20. The changes we re developed 
by the Department of Labor and for the most part are in response 
to changes and requirements of the federal statutes under w h i c h  
the department operates the unempl o y m e n t  insurance p r o g r a m  
Alaska.

The bill contains other,, "housekeeping" measures, i n­
cluding the p r o v i s i o n  for effective dates for certain* s e c t i o n s , 
again in order to conform to eff ective dates for federal r e­
quirements in the unemployment insurance program.

A  draft transmittal letter to the legislature, e x­
plaining the bill in more detail, is also attached. .
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cc w/enc.: H o n o rable James Robison
Commissioner 
Depart ment of Labor
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Under the authority of art. Ill, sec. 18, of the Alaska 

Constitution, I am transmitting a bill rel ating to u n e m­

ployme nt insurance. In large part this bill is a response 

to changes in federal requirements for the operation of 

A laska's Unemployment Insurance Program.

Section 1 of the bill involves the training and building 

fund created under AS 23.20.130. State law presently r e­

quires that any unobligated m o n e y  in excess of $100,000 in 

the fund must be transferred to the Unemployment Trust 

Fund on the last day of the fiscal year. Often the l e g i s­

lature does obligate that excess money, but just as often,
w

the bill accomplishing that action is not signed into law 

until after the end of the fiscal year. Therefore, b y  the 

time a bill is signed obligating  the money, it has t e c h n i­

cally already passed into the Unemploymen t Trust Fund. By 

provid ing a 30-day "grace period" following the last day 

of each fiscal year, this p r o b l e m  should not arise.

Sections 2 and 3 of this bill are in response to certain 

1982 amendments to the Federal Unemployment  T a x  Act 

(FUTA), effective January 1, 1985. Under the amended ver- ' 

sion of the FUTA, employers in the State of A la ska w i l l  

not receive a full credit for the contributions made to 

the state une mployment fund unless state law includes a 

m a x i m u m  tax rate of at least 5 percent, a tax rate w h i c h



c  c

must actually be as sessed aga inst at least one employer in 

the state. Sections 2 and 3 w i l l  create that standard 

rate and identify a class of employers which are assessed 

that rate, thus insuring that all employers in the State 

of A laska can receive the full credit for their c o n t r i b u­

tions to the state u n employme nt trust fund.

Section 4 of the b i l l  w i l l  amend AS 23.20.350(d) by i n­

creasin g the m a x i m u m  u n e mployme nt insurance benefit amount 

to $198 per week, not including an allowance for d e p e n­

dents. This increase wi ll provide approximately 

two-thirds of unemployment insurance claimants with a r e­

placement of at least 50 percent of their average w eekly
w

wages. These increases were developed in order to fight 

the impact of inflation and to more closely parallel s u g­

gested federal benefit a dequacy guidelines for wage r e­

placement.

Sections 5 and 6 of the bill rewrite AS 23.20.350(f), 

w h i c h  provides for an allowance for dependents in addition 

to a w e ekly u n e mployment  b e nefit amount. The amount of 

the allowance for dependents remains unchanged. The 

amendments contained in sec. 5 will permit the Department 

of Labor to administer the p r o g r a m  in a manner more likely 

to a ccomplish its purpose, i.e., to provide additional 

wage rep lacement income to claimants w i t h  dependents. The 

present lav; arti ficially and perhaps unrea sonably

- 2 -



c e
restricts certain claimants from obtai ning the benefits of 

the allowance for dependents.

The amendment will permit an allowance for dependents to 

be paid to a claimant h a v i n g  physical custody of a child 

or to a claimant who provides over 50 percent of support 

for the child. If two claimants qualify to c laim the a l­

lowance, it w i l l  be paid to the claimant who provides over 

50 percent of support. In addition, unlike under present 

law, a claimant need not claim the allowance for d e p e n­

dents w h e n  he or she first files a clai m for u n e m p l o y m e n t  

benefits. The bill does continue to prohibit the a l l o w­

ance for dependents from b ein g claimed by more than one 

individual.

Wendy Dimond v. Department of Labor, State of A l a s k a , 

1JU-83-341 Civil, is an appeal of an administra tive d e c i­

sion of the Employment Security Division's A p p e a l  T r i­

bunal. The litigation involves an interp r e t a t i o n  of 

AS 23.20.350(f). Sections 5 and 6 of the bill w o u l d  c o r­

rect some of the more serious legal questions about the 

s t a t u t e .

Section 7 of the bill will amend AS 23.20.362(c) by p e r­

mit t i n g  severance and termination pay to be d e d u c t i b l e  

. r o m  unemployment insurance benefits in „• same w a y  that 

otner wage replacement payments are presently deducted.

- 3 -
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Sections 8, 9, and 11 of the bill are responses to changes 

in federal lav? w h i c h  directly effect the administration of 

our unempl o y m e n t  insurance program. Section 8 extends the 

disqualificatio ns under AS 23.20.381(e) to all employees 

of educational institutions, employees of "educational 

service agencies" serving ed ucational institutions, and to 

those same employees for any e stablished vacation period 

or holiday recess. Section 9 modi fies the d i s q u a l i f i c a­

tion for failing to act iv e l y  seek w o r k  by exempting a 

claimant w ho is hospit a l i z e d  or serving on jury duty. 

Section 11 brings the state into conformity w i t h  federal 

law by repealing AS 2 3 . 2 0 . 5 2 6 ( a ) ( 2 2 ) ( D ) , w h i c h  the U.S. 

Departme nt of Labor interprets as a w aiver  of b e n e f i t
w

rights. A w a i v e r  of benefit rights is prohibited by sec. 

303(a)(1) of the Social Security Act: and AS 23.20.395.

Section 10 of the bill closes a "loophole" in the current 

unempl o y m e n t  insurance law by p rohi biting individuals on 

"R and R" from collecting unem pl o y m e n t  insurance benefits.

Hie Departme nt of Labor supports this bill. I urge your 

prompt action on it.

S i n c e r e l y ,

Bill Sheffield 
G overnor

- 4 -
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S 'e c t io n  1 . T h i s  i s  a "housekeeping" amendment wh i ch  would make a t e c h n i c a l  
change t o  t h e  t r a i n i n g  and b u i l d i n g  fund  p r o v i s i o n  so t h a t  u n o b l ig a te d  money 
in t h e  t r a i n i n g  and b u i l d i n g  fund co u ld  be h e ld  an a d d i t i o n a l  30 days p a s t  < 
t h e  end o f  t h e  f i s c a l  y e a r .  The law c u r r e n t l y  r e q u i r e s  t h a t  a n y 'u n o b l i g a t e d  
money o v e r  $100,000 in th e  t r a i n i n g  and b u i l d i n g  fund must lapse  to  t h e  u n e m - ' 
p loyment  . t r u s t  fund  on t h e  l a s t  day o f  t h e  f i s c a l  y e a r ;  T h i s  money i s  o b l i ­
ga ted  in  a p p r o p r i a t i o n s  b i l l s  p r i o r  to  t h e  end o f  t h e  f i s c a l  y e a r ,  but  t h e  
b i l l s  are  o f t e n  not  s igned  u n t i l  a f t e r  t h e  end o f  t h e  f i s c a l  y e a r .  ..The money 
i s  t h e r e f o r e  not  t e c h n i c a l l y  o b l i g a t e d  u n t i l  a f t e r  t h e  money has' a l r e a d y  
lapsed  back t o  t h e  unemployment t r u s t  f u n d .  The proposed  amendment s o l v e s  
t h i s  " a c co u n t in g "  problem by h o ld in g  th e  money in  t h e  t r a i n i n g  and b u i l d i n g  
fund  u n t i l  t h e  a p p r o p r i a t i o n  i s  s ig ned .  . . y-.. . .'.

S e c t i o n s  2 and 3 . The Tax E q u i t y  and F i s e a l  R e s p o n s i b i l i t y  A c t  o f  1982 ( P u b l i c  
Law 97-248) amended th e  Federa l  Unemployment Tax A c t  ( F U T A ) t o  i n c r e a s e  t h e '  .■ 
g ro s s _ FUTA t a x  on^employers from 3.5 p e r c e n t  t o  6.2  p e r c e n t .  I t  a lso  i n c r e a s e d  
t l i F ' a d d T t T o n a T ^ r e d i t  a ga in s t  t h e  FUTA ta x  f o r  c o n t r i b u t i o n s  to  a s t a t e  unem- v  
p loyment  fund  from 2.7 p e r c e n t  t o  5.4 p e r c e n t .  T h e se  amendments are e f f e c t i v e . f  
J anuary  1, 1985 .  Because  o f  the  language o f  t h e  FUTA, a l l  employers  in t h e  • 
s t a t e  ca n n o t  be guaranteed  the  f u l l  FUTA c r e d i t , o f  5.4 p e r c e n t  u n le s s  t h e  s t a t e  
law i n c l u d e s  a maximum ( s t a n d a r d )  s t a t e  tax  r a t e  o f  at l e a s t  5.4 p e r c e n t .  .

S e c t i o n  2 o f  t h e  b i l l  amends AS 23.20.170 t o  en a c t  a s tandard  r a t e  o f  5 .4  p e r ­
c e n t .  Ra te s  be low 5.4 p e r c e n t  would c o n t i n u e  to  be g ran ted  under AS 23 .20 .290 .

. *’ .. . i • • ’* * -• *■ \ . . * t i . . .

S e c t i o n  3 o f  t h e  b i l l  amends AS 23.20.290 by adding a 2 1 s t  r a t e  c l a s s  com pr i sed
o f  em ployers  w i th  th e  h i g h e s t  q u a r t e r l y  d e c l i n e  q u o t i e n t s  whose c u m u la t i v e  pay ­
r o l l  i s  .01 p e r c e n t  o f  th e  t o t a l  p a y ro l l  in th e  s t a t e .  T h i s  small  m i n o r i t y  
o f  em ployers  would r e c e i v e  a r a t e  not  l e s s  than 5 .4  p e r c e n t .  The FUTA r e q u i r e s  
t h a t  the  5 .4  p e r c e n t  r a t e  be a c t u a l l y  a s se s sed  a t l e a s t  one employer  in  t h e - ; 
s t a t e ,  in o r d e r  f o r  a l l  employers  in  the  s t a t e ' t o  be guaranteed  the  maximum.;.-, 
a d d i t i o n a l  FUTA c r e d i t  o f  5.4 p e r c e n t .  T h i s  amendment meets th e  r e q u i r e m e n t s - ;  
o f  t h e  FUTA w ith  t h e  l e a s t  d i s t o r t i o n  t o  th e  p r e s e n t  r a t e  s t r u c t u r e .  ■ >

S e c t i o n  4 . T h i s  s e c t i o n  amends t h e  b e n e f i t  s c h e d u l e  in AS 2 3 .2 0 .35 0 (d )  t o  pror  
v i d e  a maximum UI weekly  b e n e f i t  amount o f  $198, no t  c o u n t i n g  dependents  a l l o w ­
ance .  T h i s  i n c r e a s e  w i l l  p r o v id e  approx im ate ly  t w o - t h i r d s  o f  c l a im a n t s  w i th  
re p la ce m e n t  o f  50 p e r c e n t  o f  t h e i r  average weekly  wages. Federa l  b e n e f i t  ade­
quacy  g u i d e l i n e s  sugges t  t h a t  a s t a t e ' s  b e n e f i t  s chedu le ,  should  p r o v id e  50 
p e r c e n t  wage rep la cem en t  f o r  at l e a s t  80 p e r c e n t  o f  c l a i m a n t s .  'However ,  A laska  
l i b e r a l  e l i g i b i l i t y  p r o v i s i o n s  make a p p l i c a t i o n  o f  th e  f e d e r a l  g u i d e l i n e s  too  
c o s t l y .  The  b e n e f i t  s c h e d u le  was amended in  1980 t o  p r o v id e  a maximum weekly,  
b e n e f i t  o f  $150. T h i s  s ch e d u le  d id  r e p l a c e  50 p e r c e n t  o f  wages f o r  a p p ro x i -  
m a te l y  t w o - t h i r d s  o f  c l a i m a n t s ,  but wage i n f l a t i o n  s i n c e  1980 has s t e a d i l y  
eroded t h i s  l e v e l  o f  wage■rep la cem en t .  A l though  a small  i n c r e a s e  o f  $6 was 
approved in  1982, o n l y  about 56 p e r c e n t  o f  c l a im a n t s  r e c e i v e  50 p e r c e n t  wage 

. r ep la cem en t  under the  c u r r e n t  s c h e d u le .  The proposed  s c h e d u l e  would i n c r e a s e  
c o s t s  t o  t h e  t r u s t  fund by about 14 p e r c e n t .  • • ; \

S e c t i o n s  5 and 6 . These  two s e c t i o n s  would change t h e  req u i r em en ts  f o r  t h e  
r e c e i p t  o f  dependents  a l low a nce .  The amendments do not  change the  amount o f  '

. t h e  a l lo w a n ce .  • '• ■ • - ' • ' V -

BILL ANALYSIS



Under t h e  c u r r e n t  s t a t u t e ,  an i n d i v i d u a l  c l a i m i n g  dependents  a l lowance  must'?;'"' 
c e r t i f y  (and be a b le  t o  p r o v e ) ' t h a t  he or  she i s  p r o v id in g  more than 50 per-,'- . 
c e n t  o f  t h e  d e p en d en ts '  s u p p o r t .  The dependents  must be c la im ed  when th e  . 
c l a i m a n t  f i r s t  f i l e s  f o r  b e n e f i t s ,  and t h e  number o f  dependents  canno t  be v y", 
changed du r in g  t h e  b e n e f i t  y ea r  u n le s s  t h e  c l a i m a n t  a cq u i r e s  an a d d i t i o n a l  
dependent  by b i r t h  or  a d op t io n .  These  two f e a t u r e s  o f  t h e  p r e sen t  law - -  
t h e  "pr im ary  suppor t"  r e q u i r e m en t  and t h e  req u i r em en t  t h a t  dependents must 
be c la im ed  at t h e  b e g inn in g  -of t h e  b e n e f i t  year  - -  are not  n e c e s s a ry  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  dependents  p r o v i s i o n ,  and t h e y  may f r u s t r a t e  i t s  pur­
pose .  • % '• • •' ■

In h ou seh o ld s  where both  p a re n t s  work, t h e  c h i l d r e n  are  j o i n t l y  suppor ted .  
However,  under  t h e  "pr imary  suppor t"  r e q u i r e m e n t . o n l y  one paren t  may c l a im  
dependents  in  t h e  hou seh o ld ,  even though t h e  o t h e r  p a ren t  may be p r o v id in g  a 
l a r g e r  p e r c e n t a g e  o f  h i s  o r  h e r  wages f o r  su p p o r t  o f  t h e  c h i l d r e n .  The p r o ­
posed changes  would pay dependents  a l low a nce  t o  e i t h e r  pa ren t  having p h y s i c a l  
c u s t o d y  o f  t h e  c h i l d .  The same dependent  c o u ld  not  be c la imed  by both p a re n t s ,  
bu t  a p a re n t  c o u l d  c l a im  any dependents  in th e  househo ld  which are not  being 
c la im ed  by th e  o t h e r  p a re n t .  The "primary suppor t"  requ irem en t  has b e e n - r e ­
t a i n e d  as an a l t e r n a t i v e ,  so t h a t  a n o n - c u s t o d i a l  p a ren t  may q u a l i f y  f o r  t h e  .. 
dependents  a l l o w a n c e .  In o t h e r  words, "dependent" has been r e d e f i n e d  to  mean 
one who i s  e i t h e r  in  t h e  p h y s i c a l  c u s t o d y  o f  t h e  c l a im a n t  or dependent on th e  
c l a im a n t  f o r  more than 50 p e r c e n t  of.  s u p p o r t .  However,  t o  c l a im  a dependent 
o v e r  18 y e a r s  o f  age t h e  c l a i m a n t  would s t i l l  be r e q u i r e d  t o  show pr imary  sup­
p o r t ,  t h e  same as in  t h e  c u r r e n t  law. . ■•■... • •

Th e  proposed  ch a n g e :  would a l s o  a l low  a c l a im a n t  t o  add dependents (up to  a • i 
l i m i t  o f  t h r e e )  f o r  any reason  w h i l e  drawing r e g u l a r  b e n e f i t s  dur ing  h i s  bene­
f i t  y ea r .  F o r  example, a c l a i m a n t  whose w i f e  i s  c l a i m i n g ^ t h e i r  two c h i l d r e n  
would no t  be a b le  to  c l a i m  th e  c h i l d r e n  when he f i r s t  f i l e s  h i s  c l a i m . 1 How-" 
e v e r ,  he would be ab le  t o  c l a im  t h e  c h i l d r e n  a f t e r  h i s  w i f e ' s  b e n e f i t  year,  
ends, f o r  t h e  rem ainder  o f  h i s  own b e n e f i t  y e a r .  Under the  c u r r e n t  law, t h i s  
c l a i m a n t  would be unab le  t o  c l a im  the  dependents  f o r  h i s  e n t i r e  b e n e f i t  y ea r ,  
even i f  he f i l e d  o n l y  one week b e fo r e  t h e  end o f  h i s  w i f e ' s  b e n e f i t  y ea r .

S e c t i o n  7. T h i s  s e c t i o n  amends AS 2 3 .2 0 . 3 6 2 ( c )  bv a d d in g ' s e v e ra n ce  and te rm i - .  
n a t i o n  payments t o  th e  l i s t  o f  income which  i s  d edu c ted  from 01 b e n e f i t s .
Under t h e  p r o v i s i o n  as i t  now s ta n ds ,  wages in l i e u  o f  d i sm is sa l  n o t i c e ,  and'. '
payments f o r  a c c r u e d  v a i a t i o n ,  s i c k  l e a v e ,  and h o l i d a y s  are deducted  d o l l a r  y :  
f o r  d o l l a r  from UI b e n e f i t s  payab le .  Th ese  payments vre  t r e a t e d  d i f f e r e n t l y '  ’ 
f rom r e g u l a r  wage payments,  which  are d ed u c ted  under AS 23.20.360 at t h e  r a t e  
o f  $.75 f o r  e v e r y  $1 earned f o r  th e  week in e x c e s s  o f  $60. The v a c a t i o n ,  
s i c k ,  and h o l i d a y  pay, and wages in l i e u  o f  n o t i c e ,  u n l ik e  r e g u la r  wage pay- '
ments ,  do not show any new a t ta chm ent  to  the  la b o r  market,  but are paid on
th e  b a s i s  o f  pa s t  employment.  The more s t r i c t  d o l 1a r - f o r - d o l 1ar d e d u c t io n  
f o r  t h e s e  payments i s  j u s t i f i a b l e  on t h e  b a s is  t h a t  unemployment in su ra n ce  
shou ld  n o t  be pa id  f o r  a week i f  th e  c la i inan4' i s  a l r e a d y  r e c e i v i n g  a "wage 
rep la cem en t"  f o r  t h a t  week based on h i s  p r e v io u s  work, such as these  payments 
a re .  However,  be cause  o f  t h e  language o f  the  p r o v i s i o n ,  "severance" and " t e r ­
m ina t ion"  pay are  not  d e d u c t i b l e ,  even enough th e  r a t i o n a l e  f o r  d e d u c t in g  them 
i s  th e  same as f o r  the  o t h e r  "wage rep la cement"  payments.



. . S e c t i o n  8. AS 2 3 .2 0 .3 8 1 (e )  c u r r e n t l y  d i s q u a l i f i e s  an i n d i v i d u a l  working in  
an i n s t r u c t i o n a l ,  r e s e a r c h ,  or  p r i n c i p a l  a d m i n i s t r a t i v e  c a p a c i t y  in  an edu ca ­
t i o n a l  i n s t i t u t i o n ,  du r in g  t h e  p e r io d  between  two academic y e a r s  o r  terms,  
o r  d u r in g  a p e r i o d  o f  pa id  s a b b a t i c a l  l e a v e .  T h i s  p r o v i s i o n  is  r e q u i r e d  in  
a lV  s t a t e  laws f o r  c o n f o r m i t y  w i th  S e c .  3304 ( a ) ( 6 ) ( A )  o f  t h e  Fede ra l  Unem­
ployment  Tax A c t  ( F U T A ) .  y .  y ’v

Th e  FUTA has now been amended by P u b l i c  Law 98-21 t o  extend  t h e  d i s q u a l i f i ­
c a t i o n  t o :  . .. i

• 1. A l l  employees o f  e d u ca t io n a l  i n s t i t u t i o n s .

2. Employees  o f  " ed u ca t io n a l  s e r v i c e  a g e n c ie s "  s e r v i n g  in e d u c a t i o n a l
i n s t i t u t i o n s .  * s •

3. Any e s t a b l i s h e d  v a c a t i o n  p e r io d  o r  h o l i d a y  r e c e s s .

Th ese  changes  are r e q u i r e d  in a l l  s t a t e  laws t o  avo id  den ia l  o f  c e r t i f i c a t i o n  
f o r  t h e  FUTA tax  o f f s e t  c r e d i t  and a d m i n i s t r a t i v e  g r a n t s . .  ’ ■ ■ Y

S e c t i o n  9. S e c t i o n  202 o f  t h e  F e d e r a l - S t a t e  Ex tended  Unemployment Compensa­
t i o n  A c t  p r e v i o u s l y  r e q u i r e d  th e  i n d e f i n i t e  d i s q u a l i f i c a t i o n  o f  an extended.'" 
b e n e f i t  c l a i m a n t  who d id  not  a c t i v e l y  engage in seek in g  work, r e g a r d l e s s  o f  -  
t h e  reason  t h e  c l a im a n t  did  not seek work, T h i s  requ irem en t  has been ' re laxed  
by P . L . 98-21. A S t a t e  i s  now p e rm i t t ed  to  app ly  r e g u la r  s t a t e  able  and 
a v a i l a b l e  p r o v i s i o n s  i f  th e  ex tended b e n e f i t  c l a im a n t  f a i l e d  to  seek work 
b e cause  he was h o s p i t a l i z e d  or on j u r y  d u ty .  T h i s  i s  e n t i r e l y  o p t i o n a l ,  but ' 
we recommend enac tment  o f  con fo rm ing  l e g i s l a t i o n  to  take advantage o f  the  
r e l a x a t i o n  o f  f e o e r a l  r e q u i r e m en ts .  . •.

S e c t i o n  10. T h i s  amendment t o  AS 23.20.505 addresses  c i r c u m s t a n c e s  under 
which  workers  on "R and R" might q u a l i f y  as "unemployed" and thus  be po ten -  '• 
t i a l l y  e l i g i b l e  f o r  b e n e f i t s  under the  A c t .  Under c u r r e n t  Se c .  505 a person  
i s  "unemployed" f o r  a week in  which he per forms no s e r v i c e  and r e c e i v e s  no 
wages. T h i s  a l low s  p o t e n t i a l  abuse by i n d i v i d u a l s  who are  f u l l y  employed 
but  r e c e i v e  "R and R" f o r  a week ( o r  more)  as p a r t  o f  t h e i r  r e g u la r  work 
s c h e d u l e .  F o r  example, an i n d i v i d u a l  may work 60 hours  per  week f o r  two . 
weeks and then  r e c e i v e  a week o f f .  T h i s  "two weeks on, one week o f f "  
s c h e d u l e  may c o n t i n u e  i n d e f i n i t e l y .  T h i s  i n d i v i d u a l  is  t e c h n i c a l l y  unem­
ployed  under. S e c .  505 dur ing  h i s  week o f f .  But we do not  b e l i e v e  i t  i s  
c o r r e c t  to  pay b e n e f i t s  when the  employment r e l a t i o n s h i p  has not been 
s eve red  and t h e  i n d i v i d u a l  i s  a c t u a l l y  f u l l y  employed, i . e . ,  working an 
average o f  at l e a s t  40 hours  per  week or  r e c e i v i n g  "excess"  earn ings  ( p r o ­
r a t e d  o v e r  t h e  p e r i o d  o f  work and l e a v e ) .

S e c t i o n  11. AS 2 3 .2 0 .5 2 6 (a )  was amended in 1982 by adding paragraph (22)  t o  
e x c lu d e  f rom UI c o ve ra g e  c e r t a i n  c o r p o r a t e  o f f i c e r s  who c o n t r o l  at l e a s t  25 
p e r c e n t  o f  c o r p o r a t e  s t o c k .  Subparagraph (D )  o f  paragraph (22) s p e c i f i e s  
t h a t  the  c o r p o r a t e  o f f i c e r  must agree to  n on co ve rag e .  The  U. S.  Department 
o f  La b o r  now b e l i e v e s  t h a t  subparagraph (D )  c o n s t i t u . e s  a wa ive r  o f  b e n e f i t  
r i g h t s .  T h i s  r a i s e s  an i s s u e  o f  c o n f o r m i t y  w i th  S e c .  3 0 3 ( a ) ( 1 ) . o f  the  S o c i a l  
S e c u r i t y  A c t ,  which  is  i n t e r p r e t e d  as f o r b i d d i n g  any w a ive r ,  ass ignment ,  
p led ge ,  o r  encumbrance  o f  a r i g h t  t o  unemployment co m pensa t ion .  (Su ch  a 
w a ive r  would a l s o  be c o n t r a r y  to  AS 2 3 .2 0 .3 9 5 . )
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Bil l N o . Senate Bil l  525 D a t e March 12, 1984Title "An act relating to Unemployment Insurance; Contact: Eileen Plate 
and providing for an e ffective  date." 465-2700

Jack Shay 
465-2712

Senate B i l l  525 incorporates a number of housekeeping and conformity provisions and 
makes several technical changes to Alaska's unemployment insurance law. I t  also 
increases the maximum weekly unemployment insurance benefit amount.

Passage of SB 525 w il l  assure that Federal Unemployment Tax Act (FUTA) credits present­
ly available to Alaska employers are not jeopardized; and w il l  assure that federal 
grants to the Alaska Department of Labor for administration of the unemployment insur­
ance program are not withheld. Sections 8 and 11 of SB 525 are conformity items and
must pass for Alaska to remain in conformity with Federal Law. Sections 2 and 3 amend
employer unemployment insurance tax rates in line with recent Federal leg is la t io n . 
Without this leg is la t ion , FUTA taxes paid by Alaskan employers w ill increase 
approximately $2 million annually.

The increase in the maximum weekly unemployment insurance benefit amount w il l  provide 
approximately two-thirds of the UI claimants with a 50 percent replacement of the ir 
average weekly wages. The benefit schedule was amended in 1980 to provide a 50 percent 
wage replacement to two-thirds of the claimants. Wage in flation  since 1980 has eroded
this  level of wage replacement to the extent that today only about 50 percent of the
claimants received the 50 percent wage re^acement.

The Department of Labor supports passage of SB 525. A f is ca l note is  attached.

APPROVED

<■ Jim Robison 
Commissioner

P O S I T I O N  P A P E - ^ / D e p a r t m e n t  of Labor
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BILL SH EFFIELD , GOV ERN OR

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  1149 
J U NEAU. A L A S K A  99802 
PHONE:

465-2700

March 20, 1984

The Honorable Richard Eliason 
Chairman, Senate Labor and 

Commerce Committee 
Pouch V
Juneau, Alaska 99811 

Dear Senator Eliason:

This is  in response to the question you asked during your meeting with 
Jack Shay, Director of the Employment Security D ivision, on March 16.
My s ta f f  has compared the b e re f it  increase proposed in SB 525 to the 
1980 law change. However, because of the many other changes implemented 
in 1980, and changes in the extended benefit program since then, i t  is  
d i f f i c u l t  to iso late the issues and provide comparable figures. As a 
resu lt  of the changes, several assumptions had to be incorporated into 
the model used to derive the cost estimates. Some estimates are out­
lined below.

1979 1983 Percent
benefit schedule benefit schedule Change

Employer Contributions $64.2 m illion $73.5 million 14.5%

Employee Contributions $14.0 m illion $16.1 million 15.0%

Benefits Paid Out of 
Trust Fund $71.5 m illion $85.4 million 19.4%

Average Weekly Benefit 
Amount $87.58 $134.40 53.5%

The original cost projection provided in 1980 estimated that the average 
weekly benefit amount would increase 51%, and that the variable duration 
concept would p a rt ia l ly  o ffse t th is  for a net increase of 27%. Since

07 G 9 L H



Honorable Richard Eliason - 2 - March 20, 1984

1980, changes affecting the extended benefit program plus a d i f ferent 
economic picture have resulted in an actual increase of 19.4%. With the 
benefit increase proposed in SB 525 the increased cost is  projected at 
14%.

I f  you have any questions please contact me.

Si nc e r p l v .

Jim Robison 
Commissioner
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D E P A R T M E N T  O F  L A B O R  so/
J U N E A U .  A L A S K A  99802

p h o n e : (907) 465-2700
OFFICE OF THE COMMISSIONER

March 14, 1984

The Honorable Richard Eliason 
Chairman, Senate Labor and 

Commerce Committee 
Pouch V
Juneau, Alaska 99811 

Dear Senator Eliason:

This is  in reply to the questions asked by the Senate Labor and Commerce 
Committee on March 13 concerning SB 525, the unemployment insurance b i l l .

Question: What w i l l  be the total cost to employers and employees i f  we
raise maximum benefits from $156 to $198 per week?

As indicated during the hearing, the employer rates are projected to decline 
a fter  1984 (even with an increase in benefits ) ;  however, the rates w i l l  not 
go down as fast  when benefits are raised. The tax base is also expected to 
increase somewhat. The projected tax base figures were compiled by the 
Research and Analysis section of the Department and re f le c t  an approximate 
increase of 2k percent annually. The net resu lt  is  projected as:

Maximum
Tax Employer Employee Total Cost of Increase

Year Base Tax Rate Tax Rate To Employers to Employees
w/o/incr. w/incr. w/o/incr. w/incr.

1985 $22,600 4.08% 4.08% .6% . 6% $ 0 $ 0
1986 23,000 3.84 4.02 .5  .6 3.7 mill ion .8 mill ion
1987 23,600 3.70 4.03 .5 .6 7.1 mill ion 1.5 mill ion
1988 24,500 3.42 3.90 .5 .5 10.3 mill ion 2.3 mill ion

Question: What sections of the b i l l are conformity items with the Federal
Government?

Sections 8 and 11 are conformity items. Sections 2 and 3, while not s t r i c t l y  
conformity items, are necessary to have our law relate to the federal FUTA 
law and save employers in th is  state between $1.5 and $2.0 mill ion annually 
in increased FUTA taxes.
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Question: Do you have information on firms affected by Sections 2 and 3 of
the b i l l ?

Yes, the enclosed l i s t in g  ident i f ies  the industry make-up of the 163 firms 
potentially e l ig ib le  for the 21st rate c lass .  I f  this  law change had been in 
effect  currently , i t  would have affected 163 employers in 1983 for a total 
increase of $2,800, or an average of $17 per employer. In 1984, i t  would not 
have affected any employers in the state.

I hope this  answers the questions posed by your committee. We w i l l  respond 
to the query from Senator Pettyjohn concerning tax base period calculations 
in a separate memorandum. I f  you need additional information, please contact 
me.

Sincerely ,

Jim Robison 
Commissioner

Enclosures



FIRMS POTENTIALLY ELIGIBLE FOR A "21 ST RATE CLASS"

Major Industry Division

Agric. Forestry Fisheries
Mining
Construction
Food Processing
Wood Products
Transp-Commun-Public U t i l .
Wholesale Trade
Retail Trade
Finance Insur-Real Estate
Services
Government
Unspecified

Number of Employers

4
51
4
1
9

10
15
10
49
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D E P A R T M E N T  O F  L A W

O F F IC E  O F  T H E  A  T T O R N E Y  G E N E R A  L

M E M O R A N D U M  

TO: H o n o r a b l e  B i l l  S h e f f i e l d  
G o v e r n o r

FROM: jQc N o t m S r H C .  G o r s u c  
A t t o r n e y  G e n e r a l

Bill Sheffield, Governor

P O U C H  K - S T A T E  CAPITOL 
J U N E A U .  A L A S K A  99811 
P H O N E :  (9071 -465-3600

D e c e m b e r  5, 1983

RE: A t t a c h e d  b i l l  o n  e m p l o y m e n t  i n s u r a n c e  
O u r  file: 3 7 7 - 0 4 3 - 8 4

A t t a c h e d  is a b i l l  c o n t a i n i n g  c h a n g e s  to the u n e m p l o y­
m e n t  i n s u r a n c e  s t a t u t e s  in AS 23.20. T h e  c h a n g e s  w e r e  d e v e l o p e d  
b y  the D e p a r t m e n t  of L a b o r  a n d  for the m o s t  p a r t  are in r e s p o n s e  
to c h a n g e s  arid r e q u i r e m e n t s  o f  the f e d e r a l  s t a t u t e s  u n d e r  w h i c h  
the d e p a r t m e n t  o p e r a t e s  the 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 l a s k a .

T h e  b i l l  c o n t a i n s  other- " h o u s e k e e p i n g "  m e a s u r e s ,  i n­
c l u d i n g  the p r o v i s i o n  for e f f e c t i v e  d a t e s  f o r  c e r t a i n ' s e c t i o n s , 
a g a i n  in o r d e r  to c o n f o r m  to e f f e c t i v e  d a t e s  for f e d e r a l  r e ­
q u i r e m e n t s  in Che 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  d r a f t  t r a n s m i t t a l  l e t t e r  to the l e g i s l a t u r e ,  e x ­
p l a i n i n g  the b i l l  in m o r e  detail, is a l s o  a t t a c h e d .  .

N C G : G I A : b a p

cc w / e n c . :  H o n o r a b l e  J a m e s  R o b i s o n
C o m m i s s i o n e r  
D e p a r t m e n t  of  L a b o r

S u t O O I T W 1/  2  5



c  c
D R A F T

U n d e r  the a u t h o r i t y  of art. I I jl, sec. 18, of the A l a s k a  

C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to u n e m­

p l o y m e n t  i n s u r a n c e .  In l a r g e  p a r t  this b i l l  is a r e s p o n s e  

to c h a n g e s  in f e d e r a l  r e q u i r e m e n t s  f o r  the o p e r a t i o n  of 

A l a s k a ' s  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 e c t i o n  1 of  the b i l l  i n v o l v e s  the t r a i n i n g  a n d  b u i l d i n g  

f u n d  c r e a t e d  u n d e r  A S  2 3 . 2 0 . 1 3 0 .  S t a t e  l a w  p r e s e n t l y  r e ­

q u i r e s  that a n y  u n o b l i g a t e d  m o n e y  in e x c e s s  of $ 1 0 0 , 0 0 0  in 

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

F u n d  on the la s t  day of the f i s c a l  year. O f t e n  the l e g i s­

la t u r e  does o b l i g a t e  that e x c e s s  m o n e y ,  b u t  j u s t  as often,
w

the b i l l  a c c o m p l i s h i n g  that a c t i o n  is n o t  signed' into l a w  

u n t i l  a f t e r  the e n d  of the f i s c a l  ear. T h e r e f o r e ,  b y  the 

ti m e  a b i l l  is s i g n e d  o b l i g a t i n g  the mo n e y ,  it has t e c h n i -
i

c a l l y  a l r e a d y  p a s s e d  into the U n e m p l o y m e n t  T r u s t  Fund. B y  

p r o v i d i n g  a 3 0 - d a y  " g r a c e  p e r i o d "  f o l l o w i n g  the la s t  d a y  

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

S e c t i o n s  2 a n d  3 of this b i l l  are in r e s p o n s e  to c e r t a i n  

1 9 8 2  a m e n d m e n t s  to the 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  

(FUTA), e f f e c t i v e  J a n u a r y  1, 1985. U n d e r  the a m e n d e d  v e r ­

s i o n  o f  the FUTA, e m p l o y e r s  in the S t a t e  of A l a s k a  w i l l  

n o t  r e c e i v e  a full c r e d i t  f o r  the c o n t r i b u t i o n s  m a d e  to 

the s t a t e  u n e m p l o y m e n t  f u n d  u n l e s s  s t a t e  l a w  i n c l u d e s  a 

m a x i m u m  tax r a t e  o j . at l e ast 5.4 p e r c e n t ,  a t a x  r a t e  w h i c h

- 1 -
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m u s t  a c t u a l l y  b e  a s s e s s e d  a g a i n s t  at l e a s t  one e m p l o y e r  in 

t h e  state. S e c t i o n s  2 a n d  3 w i l l  c r e a t e  that s t a n d a r d  

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

t h a t  r ate, thus i n s u r i n g  th a t  all e m p l o y e r s  in the S t a t e  

o f  A l a s k a  c a n  r e c e i v e  the f u l l  c r e d i t  for t h e i r  c o n t r i b u­

ti o n s  to the s t a t e  u n e m p l o y m e n t  t r u s t  fund.

S e c t i o n  4 o f  the b i l l  w i l l  a m e n d  AS 2 3 . 2 0 . 3 5 0 ( d )  b y  i n­

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

to $1 9 8  p e r  w e e k ,  n o t  i n c l u d i n g  an a l l o w a n c e  foi d e p e n­

dents. T h i s  i n c r e a s e  w i l l  p r o v i d e  a p p r o x i m a t e l y  

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

p l a c e m e n t  of at l e a s t  50 p e r c e n t  of  t h e i r  a v e r a g e  w e e k l y

w
w a g e s .  T h e s e  i n c r e a s e s  w e r e  d e v e l o p e d  in o r d e r  to f i g h t  

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

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

p l a c e m e n t  .

S e c t i o n s  5 a n d  6 of the b i l l  r e w r i t e  A S  2 3 . 2 0 . 3 5 0 ( f ) ,  

w h i c h  p r o v i d e s  for an a l l o w a n c e  for d e p e n d e n t s  in a d d i t i o n  

to a w e e k l y  u n e m p l o y m e n t  b e n e f i t  amou n t .  T h e  a m o u n t  o f  

the a l l o w a n c e  for d e p e n d e n t s  r e m a i n s  u n c h a n g e d .  T h e  

a m e n d m e n t s  c o n t a i n e d  in sec. 5 w i l l  p e r m i t  the D e p a r t m e n t  

of L a b o r  to a d m i n i s t e r  the p r o g r a m  in a m a n n e r  m o r e  l i k e l y  

to a c c o m p l i s h  its p u r p o s e ,  i.e., to p r o v i d e  a d d i t i o n a l  

w a g e  r e p l a c e m e n t  i n c o m e  to c l a i m a n t s  w i t h  d e p e n d e n t s .  T h e  

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

- 2 -
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r e s t r i c t s  c e r t a i n  c l a i m a n t s  f r o m  o b t a i n i n g  the b e n e f i t s  of 

the a l l o w a n c e  for d e p e n d e n t s .

T h e  a m e n d m e n t  w i l l  p e r m i t  a n  a l l o w a n c e  for d e p e n d e n t s  to 

b e  p a i d  to a c l a i m a n t  h a v i n g  p h y s i c a l  c u s t o d y  of  a c h i l d  

or  to a c l a i m a n t  w h o  p r o v i d e s  o v e r  50 p e r c e n t  of s u p p o r t  

f o r  the child. If two c l a i m a n t s  q u a l i f y  to c l a i m  the a l­

low a n c e ,  it w i l l  b e  p a i d  to t h e  c l a i m a n t  w h o  p r o v i d e s  o v e r  

50 p e r c e n t  of s u pport. In a d d i t i o n ,  u n l i k e  u n d e r  p r e s e n t  

law, a c l a i m a n t  n e e d  n o t  c l a i m  the a l l o w a n c e  for d e p e n­

den t s  w h e n  he or she f i r s t  f i l e s  a c l a i m  for u n e m p l o y m e n t  

b e n e f i t s .  T h e  b i l l  does c o n t i n u e  to p r o h i b i t  the a l l o w­

a n c e  f o r  d e p e n d e n t s  f r o m  b e i n g  c l a i m e d  by m o r e  th a n  one 

i n d i v i d u a l .

W e n d y  D i m o n d  v. D e p a r t m e n t  of  Labor, S t ate of  A l a s k a , 

1 J U - 8 3 - 3 4 1  Civil, is an a p p e a l  of an a d m i n i s t r a t i v e  d e c i­

si o n  o f  the E m p l o y m e n t  S e c u r i t y  D i v i s i o n ' s  A p p e a l  T r i ­

bun a l .  T h e  l i t i g a t i o n  i n v o l v e s  an i n t e r p r e t a t i o n  o f  

A S  2 3 . 2 0 . 3 5 0 ( f ) .  S e c t i o n s  5 a n d  6 of the b i l l  w o u l d  c o r­

r e c t  so m e  o f  the m o r e  s e r i o u s  l e g a l  q u e s t i o n s  a b o u t  t h e  

s t a t u t e .

S e c t i o n  7 o f  the b i l l  w i l l  a m e n d  AS 2 3 . 2 0 . 3 6 2 ( c )  by  p e r­

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

f r o m  u n e m p l o y m e n t  i n s u r a n c e  b e n e f i t s  in the same w a y  that 

o t h e r  w a g e  r e p l a c e m e n t  p a y m e n t s  are p r e s e n t l y  deduc t e d .

- 3 -



S e c t i o n s  8, 9, and 11 of the b i l l  are r e s p o n s e s  to c h a n g e s  

i n  f e d e r a l  lav; w h i c h  d i r e c t l y  e f f e c t  the a d m i n i s t r a t i o n  of 

o u r  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 e c t i o n  8 e x t e n d s  the 

d i s q u a l i f i c a t i o n s  u n d e r  A S  2 3 . 2 0 . 3 8 1 ( e )  to all e m p l o y e e s  

of e d u c a t i o n a l  i n s t i t u t i o n s ,  e m p l o y e e s  of " e d u c a t i o n a l  

s e r v i c e  a g e n c i e s "  s e r v i n g  e d u c a t i o n a l  i n s t i t u t i o n s ,  a n d  to 

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

or h o l i d a y  recess. S e c t i o n  9 m o d i f i e s  the d i s q u a l i f i c a­

tio n  for f a i l i n g  to a c t i v e l y  s e e k  w o r k  b y  e x e m p t i n g  a 

c l a i m a n t  w h o  is h o s p i t a l i z e d  or s e r v i n g  on j u r y  duty. 

S e c t i o n  11 b r i n g s  the s t a t e  into c o n f o r m i t y  w i t h  f e d e r a l  

l a w  by r e p e a l i n g  AS 2 3 . 2 0 . 5 2 6 ( a ) ( 2 2 ) ( D ) , w h i c h  the U.S. 

D e p a r t m e n t  o f  L a b o r  i n t e r p r e t s  as a w a i v e r  of b e n e f i t
w

r i g h t s .  A  w a i v e r  of b e n e f i t  r i g h t s  is p r o h i b i t e d  by  sec. 

3 0 3 ( a ) ( 1 )  of the S o c i a l  S e c u r i t y  Act a n d  AS 23.20.395.

i
S e c t i o n  10 of the b i l l  c l o s e s  a " l o o p h o l e "  in the c u r r e n t  

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

"R  a n d  R" f r o m  c o l l e c t i n g  u n e m p l o y m e n t  i n s u r a n c e  benefits..

T h e  D e p a r t m e n t  o f  L a b o r  s u p p o r t s  this bill. I u r g e  y o u r  

p r o m p t  a c t i o n  on it.

S i n c e r e l y ,

Bill S h e f f i e l d  
G o v e r n o r

-A-



EMPLOYMENT SECURITY ADVISORY COUNCIL 
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JUNEAU, ALASKA

Council Members Present:

Council  Members Absent :  

Agency R e p r e s e n t a t i v e s :

Minutes Taken By:

Dennis Osterdock,  Chairman 
Jack Simpson 
Ed Janzen 
Edwin Johnson

I rv ing  Ig t an l oc

A. G. Z i l l i g ,  D i r e c t o r  
Leland T. Dal by,  Deputy D i r e c t o r  
Harry S t u r r oc k ,  A s s i s t a n t  D i r e c t o r ,  UI 
Edward Muss lewhi te ,  A s s i s t a n t  D i r e c t o r ,  ES 
L o t t i e  F leeks ,  Nor thern Regional Manager 
Darwin H a l t e r ,  Cent ra l  Regional  Manager 
Dan T r a v i s ,  Sou t heas t  Regional  Manager 
Jim Robison,  Commissioner

Karen Reyes,  S e c r e t a r y  I 
D i r e c t o r ' s  O f f i c e ,  ESD

Dennis Osterdock c a l l e d  the  meet ing to o r de r  a t  1:30 p.m. ,  August 29, 
1983. A. G. Z i l l i g  in t roduced  the Commissioner o f  Labor,  Jim Robison,  
t o  p r e s e n t  t he  "Opening Remarks".

Mr. Robison announced t h a t  A. G. (Ar t )  Z i l l i g  i s  r e t i r i n g  September 15, 
1983.  He added t h a t  Robert  Landau has been s e l e c t e d  f o r  the  p o s i t i o n  
o f  A s s i s t a n t  Commissioner.

Mr. Z i l l i g  then pr esen t ed  the  "Div i s ion  S t a t u s  Repor t " .

Mr. Z i l l i g  s t a t e d  t h a t  t h i s  wi l l  be t he  l a s t  t ime he wi l l  be meet ing
wi th  t h e  Counc i l .  He extended his  a p p r e c i a t i o n  to t he  Council  f o r  t he
t i me ,  e f f o r t ,  and suppor t  they  have provided t o  t he  Department .

Mr. Z i l l i g  gave a b r i e f  review of  what wi l l  be d i scus se d  through the 
co u r s e  o f  the meet ing and a b r i e f  run down o f  what has been happening 
s i n c e  t h e  p r evious  Council  meet ing.

1.  The computer  systems have been upgraded.

a .  B e n e f i t  and Tax system i n c o r p o r a t i n g  the  l a t e s t  s e r i e s  of
law changes a re  both o p e r a t i ng  w e l l .

b. The ES system wi l l  be o n - l i n e  October 1, 1983.

f e d e r a l  funding fo r  the  Cent ral  Process ing  Uni t  (CPU) upgrade in DP
is  not  a n t i c i p a t e d .  A l t e r n a t i v e  funding sources  a r e  being exp lo red .
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2.  A d i s c u s s i o n  o f  a l t e r n a t i v e s  f o r  funding f e d e r a l  s h o r t f a l l s  i nc luded :

a .  Using money from t h e  Trus t  Fund t h a t  employees pay i n .

(1) A d r a f t  proposal  went t o  the  A s s i s t a n t  At to rney  General 
f o r  h i s  l ega l  opinion in  us ing T r us t  Fund monies .  (A 
copy o f  t he  A s s i s t a n t  At torney  G e ne r a l ' s  r esponse  i s  
a t t a c h e d .)

b.  Using money out  o f  t he  Bui ld ing & Tr a in i ng  Fund would be 
l e g a l .  L e g i s l a t i v e  approval  i s  r e q u i r e d .

This  fund i s  money from d e l i n q u en t  employers .  I f  an employer 
does not  pay hi s  t axes  on t ime an i n t e r e s t  and p e na l t y  charge 
i s  a s s e s s e d .  The i n t e r e s t  and p e n a l t i e s  go i n to  t h i s  fund.

Mr. Z i l l i g  s t a t e d  t h a t  f ed e ra l  funding i s  being provided f o r  op e r a t i ng  a 
Random Audi t  Uni t  o f  s i x  people  in  UI. The Random Audi t  Uni t  provides  
an indep th  review o f  an i n d i v i d u a l s  week claimed to  a s c e r t a i n  i f  a l l  
e l i g i b i l i t y  r equi r ement s  were observed.

Mr. Z i l l i g  then in t roduced  Edward Musslewhi te fo r  p r e s e n t a t i o n  o f  the  
"ES Act iv i  t y  R e p o r t " .

Mr. Musslewhi te reviewed t he  ES Progress  Repor t  wi th the  Counci l .  The 
p r odu c t i o n  l eve l  has i n c r ea s ed  s u b s t a n t i a l l y  wi th  a r ed uc t i on  in s t a f f .
(A copy o f  the  r e p o r t  i s  a t t a c h e d . )

Edward gave a b r i e f  review o f  JTPA a c t i v i t i e s .  JTPA i s  admi n i s t e r ed  by 
t he  Department  o f  Community & Regional A f f a i r s .  The ES program s t a f f  
works c l o s e l y  wi th C&RA in implementing JTPA.

Employment Se r v i ce  has developed a S ta t ewide  ES Plan which must be r e ­
viewed by t he  S t a t e  Job Tr a in i ng  Coord ina t i ng  Counci l .  A meet ing wi th 
SJTCC has been scheduled f o r  September 14, 1983,  to review the  ES S t a t e  
Plan.

The Job T r a i n i ng  P a r t n e r s h i p  Act (JTPA) r e p l a c e s  the CETA program and 
amends t he  Wagner-Peyser  Act .

The~e a r e  t h r e e  P r i v a t e  I n dus t r y  Counci l s  in the  S t a t e .  They a r e :  
Anchorage/Mat-Su Borough,  Fai rbanks North S t a r  Borough, and the  Balance 
o f  t he  S t a t e  which i s  named the  Alaska S ta t ewide  PIC.

Goals ment ioned in the  ES S t a t e  Plan fo r  FY'84 a r e :

1.  Provide  an e f f e c t i v e  l abor  exchange sys tem.

2.  Provide  l i nkages  in o t h e r  employment and t r a i n i n g  a c t i v i t i e s  to 
s u c c e s s f u l l y  p a r t i c i p a t e  in the j ob  marke t .
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Harry S t u r r o c k  p r es en t ed  the  "UI L e g i s l a t i o n  Repor t"  as fo l lows :

Mr. S t u r r o c k  passed ou t  the  UI L e g i s l a t i o n  proposal  b i l l  and i t  was d i s ­
cussed  in  d e t a i l .  The va r ious  s e c t i o ns  t h a t  had changes were:

1.  S e c t i o n  1. AS 23 .20 .350(d )  - AMOUNT OF BENEFITS

a .  I n c r e a se s  c u r r e n t  maximum b e n e f i t s  from $158 to  $I98/week.
Thi s  proposed change to be e f f e c t i v e  October  1, 1984.

2.  S e c t i o n  2. and 3. AS 2 3 . 20 . 35 0 ( f )  and ( g ) ( 1 )  -  DEPENDENTS ALLOWANCE

a.  Maximum Dependents Allowance (DA) t h a t  i s  c u r r e n t l y  in the  
UI b i l l  s t a t e s  t h a t  only t h r e e  dependents  from one fami ly
may be c l a imed .  The proposed b i l l  a l lows  t h a t  t h r e e  per
p a r e n t  may be cla imed where both pa r en t s  a r e  e l i g i b l e  fo r  
UI b e n e f i t s .

b.  Pr imary su pp or t  i s  de f ined  as phys ica l  cus tody o f  providing 
50 p e r c e n t .  The change would pay DA to e i t h e r  pa r en t  having
phys i ca l  cus tody  of  t he  c h i l d .  The same c h i l d  may not  be
c la imed by both p a r e n t s .

c .  The change would a l s o  allovi a c l a i ma n t  to add dependents  (up 
t o  a l i m i t  of  t h r e e )  whi le drawing r e g u l a r  b e n e f i t s  dur ing 
h i s / h e r  b e n e f i t  y e a r .  Once the  b e n e f i t  ye a r  e x p i r e s ,  the
o t h e r  pa r en t  may then pick up the  dependents  on h i s / h e r
c l a i m.

d.  Proposed changes inc ludes  t he  d e f i n i t i o n  of  "dependent" .

October  I ,  1984 i s  the  proposed e f f e c t i v e  d a t e  f o r  a l l  changes.

The Advi sory Council  members asked how many c l a i ma n t s  a re  c u r r e n t l y  
drawing b e n e f i t s  where both pa ren t s  a r e  f i l i n g .  There a r e  c u r r e n t l y  
121 c l a ims  where both a r e  c l a iming dependents  a l l owance .

3.  S e c t i o n  4. AS 23 . 20 . 362(c )  - DEDUCTIBLE INCOME

a.  Is  amended by adding severance  and t e r m i n a t i o n  payments 
to  t h e  l i s t  o f  income which i s  deducted from UI b e n e f i t s .  
(Deducted d o l l a r  f o r  d o l l a r . )

This  change w i l l  be e f f e c t i v e  immediately.

The Advi sory r ounc i l  members sugges ted t h a t  "Vacat ion Pay" be c l a r i f i e d  
in  the  p r o p o sa l .



( (
ES ADVISORY COUNCIL MINUTES -4- AUGUST 29-30, 1983

4.  Sec t i o n  5. AS 23 . 20 . 381(e )  - SCHOOL EMPLOYEES

a .  All school  employees wi l l  be i n e l i g i b l e  f o r  UI between school 
t e rms .  Previous  law s t a t e d  t h a t  t e a c h e r s  o r  p r i n c i p a l l y  admin­
i s t r a t i v e  p o s i t i o n s  in an ed uca t i ona l  i n s t i t u t e  would be i n e l i ­
g i b l e  f o r  UI between school terms .  Now i t  i s  proposed t o  read 
t h a t  a_[l_ school  employees ( j a n i t o r s ,  cooks ,  e t c . ) .

This  change wi l l  be e f f e c t i v e  Apri l  1,  1984.

The Advi sory Council  members sugges ted  t h a t  t h i s  should be addressed  to 
t h e  Congress ional  De l ega t i on ,  because o f  t he  confo rmi ty  i s s u e ,  po in t i ng  
ou t  t h a t  problems may a r i s e  by s i n g l i n g  out  one ca t e g o ry  of  seasonal  
workers .

5.  S ec t i o n  6. AS 23 . 20 / 526( a )(22)  - CORPORATE OFFICERS

a .  Was amended by adding paragraph (22) " t o  exclude from UI coverage 
c e r t a i n  c o r p o r a t e  o f f i c e r s  who co n t ro l  a t  l e a s t  25 pe rcen t  of  
c o r p o r a t e  s t o c k . "

b.  Subparagraph (D) has been d e l e t e d .  This paragraph s p e c i f i e s  
t h a t  the  c o r po r a t e  o f f i c e 1'  must ag ree  to  noncoverage.

This change w i l l  be e f f e c t i v e  January 1, 1984.

6.  AS 23 .20 .130(d )  - TRAINING & BUILDING FUND

a.  (d) i s  an amendment which would make a t e c hn i c a l  change to 
t h e  T r a i n i ng  & Bui lding Fund p r ov i s i o n  so t h a t  un ob l iga t ed  
money in  the  Fund could be held an a d d i t i o n a l  30 days pas t  
t he  end o f  t he  f i s c a l  ye a r .

(A copy o f  the  proposed UI l e g i s l a t i v e  b i l l  i s  a t t a c h e d  fo r  your  r ev i ew. )

Mr. S t u r r oc k  gave a r e p o r t  on the  Tax Equi ty and F i sca l  R e s p o n s i b i l i t y  
Act of  1982 (TEFRA) as fol low., :

This  Act was pas i ed  by Congress l a s t  y e a r .  The Act i n c r ea s ed  the FUTA 
c o n t r i b u t i o n s  foi employers as fol lows:

a .  Inc reased  f ede ra l  FUTP tax  base from $6,000 to $7,000 and
c o n t r i b u t i o n  r a t e  from 3.4% to  3,5%.

b.  E f f e c t i v e  January  1985, i n c r ea sed  f e d e r a l  c o n t r i b u t i o n  r a t e
from 3.5% t o  6.2% o f  f i r s t  $7,000.

c .  For s t a t e s  wi th conforming laws l e f t  employers FUTA r a t e  a t  
.8% o f  f i r s t  $7,000.
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d .  Al l  s t a t e s  w i t h  l e s s  t h a n  a maximum r a t e  o f  5.4% w i l l  have 
t o :

( 1 )  I n c r e a s e  s t a t e  c o n t r i b u t i o n  r a t e  t o  a t  l e a s t  5.4%;  o£

( 2 )  Al l ow some e mp l o y e r s  t o  l o s e  f e d e r a l  t a x  c r e d i t s . .

Mr.  S t u r r o c k  p r e s e n t e d  s i x  o p t i o n s  whi ch  Al a s ka  c a n  t a k e  t o  b r i n g  t h e  
S t a t e  i n  c o n f o r m i t y  w i t h  t h e  Tax E q u i t y  and F i s c a l  R e s p o n s i b i l i t y  Ac t .
They a r e :

a .  No A c t i o n .  I f  t h i s  o p t i o n  i s  c h o s e n ,  t h e  low r a t e  e mpl oye r s  
would  be e f f e c t e d  more .

b .  We c o u l d  r e q u e s t  a f e d e r a l  l aw c h a n g e .

c .  A p r o p o s a l  'jo t h e  Fe d e r a l  gove r nme n t  t h a t  empl oyee  c o n t r i b u ­
t i o n s  be added  t o  t h e  d e f i n i t i o n  o f  o u r  t ax  e f f o r t .  So t h a t  
we would have  an e mp l oye r  t a x  o f  3.8%.  Add t h e  empl oyee  t a x  
f o r  a t o t a l  o f  4 .3%.  The e f f e c t  o f  t h e  FUTA o f f s e t  t o  e mpl oye r s  
would  o n l y  be e f f e c t e d  by t h a t  much l e s s  o f  t h e  empl oyee  con-  
t r i  b u t i o n s .

d .  I mpl emen t  a 5.4% r a t e  and have  i t  a p p l y  o n l y  t o  d e l i n q u e n t  
e m p l o y e r s .

e .  Add a r a t e  c l a s L  o f  21 f o r  .01% o f  t o t a l  s t a t e w i d e  p a y r o l l .

f .  Reduce  t h e  t a x  b a s e  t o  50% o f  a v e r a g e  a nnua l  wage w i t h  p r o v i ­
s i o n  t h a t  t h e  maximum t a x  n o t  be below 5.4%.

A f t e r  much d i s c u s s i o n  in  d e t a i l  w i t h  t h e  A d v i s o r y  Counc i l  members ,  t h e  
Counc i l  t o o k  a v o t e  and t h e  out come o f  t h e  v o t e  was unanimous  t o  go w i t h  
o p t i o n  ( e . )  a bove  and t o  f o l l o w - u p  w i t h  o p t i o n  ( b . ) .

T h e r e  b e i n g  no f u r t h e r  b u s i n e s s ,  t h e  m e e t i n g  a d j o u r n e d  a t  1 2 : 0 0 ,  Augus t  30,  
1983.
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CHANGES IN FEDERAL UNEMPLOYMENT TAX CREDITS UNDER THE
TAX EQUITY AND FISCAL RESPONSIBILITY ACT OF 1982

SUMMARY

S i n c e  t h e  mid l S 7 0 s ,  t h i s  n o t i o n ' s  unemployment i n s u r a n c e  sys tem  has been 
p la c u e d  w i t h  s h o r t a g e s  o f  fun ds  f o r  a d m i n i s t r a t i v e  p u rp oses  and f o r  payment 
o f  unemployment c o m p e n s a t i o n .  The  Tax E q u i t y  end F i s c a l  R e s p o n s i b i l i t y  
A c t  o f  1982 ( T E F R A )  made changes  to  t h e  unemployment tax sys tem which  
p r o v i d e d  a d d i t i o n a l  a o m i n i s t r a t i v e  funds end w h i ch  were i n t e n d e d  t o  b o l s t e r  
t h e  s t a t e  t r u s t  funds  used  f o r  payment o f  unemployment b e n e f i t s .  The 
c h e n o e s  w h i c h  p r o v i d e  a d d i t i o n a l  a d m i n i s t r a t i v e  f unds  were implemented in 
1983.* A laska  s t r o n g l y  s u p p o r t s  t h e  1983 TEFRA  c h a n g e s .  However,  t h e  S t a t e  
c a n n o t  s u p p o r t  t h e  changes  s c h e d u l e d  f o r  im p l e m e n ta t i o n  in  1985. In t h a t  
y e a r ,  s t a t e s  must  adopt  a maximum tax r a t e  o f  a t  l e a s t  5.4 p e r c e n t  or  f a c e  
t h e  p r o s p e c t  o f  e m p loye rs  in  t h e  s t a t e  l o s i n g  f e d e r a l  tax c r e d i t s .  The 
l o s s  o f  t a x  c r e d i t s  would ca u se  em p loyers  t o  make a d d i t i o n a l  c o n t r i b u t i o n s  
t o  t h e ‘f e o e r a l  unemployment i n s u r a n c e  sys tem.

I f  t h e  i n t e n t  o f  t h e  1985 TEFRA r e v i s i o n s  was t o  e n c o u r a g e  i n c r e a s e d  t a x  
c o l l e c t i o n  e f f o r t s  by t h o s e  s t a t e s  which have f a i l e d  t o  p r o v i d e  c o l l e c t i o n s  
n e c e s s a r y  t o  f i n a n c e  unemployment  c o m p e n s a t i o n ,  t h e  l e g i s l a t i o n  c l e a r l y  
f a i l s  t o  f u l f i l l  i t s  o b j e c t i v e .  When TEFRA was p a s s e d  i n  1 982 ,  on l y  t h r e e  
of  t h e  30 s t a t e s  a f f e c t e d  by t h e  r e v i s i o n s  had i n s o l v e n t  t r u s t  f u n d s ,  w h i l e  
13 oi  t h e  20 s t a l e s  no t  a f f e c t e d  by t h e  r e v i s i o n s  were  i n s o l v e n t .  C l e a r l y ,  
t h e  l e g i s l a t e d  a t t e m p t  t o  i n c r e a s e  t a x  c o l l e c t i o n  e f f o r t s  f a i l s  t o  a f f e c t  
t h e  m a j o r i t y  of  s t a t e s  t h a t  have  d e m o n s t r a t e d  by t h e i r  i n s o l v e n c y  t h a t  
i n c r e a s e d  r e v e n u e  i s  n e c e s s a r y ; .  ]n a d d i t i o n  t o  t h e  m i s d i r e c t e d  e n c o u r a g e me n t  
of  f i s c a l  r e s p o n s i b i l i t y ,  t h e  1985 TEFRA r e v i s i o n s  a r e  l i k e l y  t o  c a u s e  some 
s t a t e s  t o  r e v e r s e  f i s c a l l y  r e s p o n s i b l e  a c f i o n s  o f  t h e  p a s t .

Although t e c h n i c a l  problems a s s o c i a t e d  wi th  a d op t i ng  a 5.4 pe rcen t  s t a t e  tax 
r a t e  e re  not i n su r mo u n t a b l e ,  ad op t ion  of t h a t  s t a t e  t ax  r a t e  may r e d i s t r i b u t e  
t h e  burden of f i n a n c i a l  suppor t  of  t he  unemployment i n s u r anc e  system among 
employers  and cou l d  upse t  the  program ba l ance  t h a t  some s t a t e s  have ach i eved .  
The cause  of t h e  r e d i s t r i b u t i o n  and imbalance i s  TEFRA*s focus  on t ax  r a t e s  
r a t h e r  t h a n  t ax  e f f o r t .  Tax e f f o r t  depends on t h e  amount of ea r n i n gs  sub­
j e c t  t o  t ax  as well  as t h e  r a t e  a t  which t h os e  e a r n i n g s  a re  t ax ed .  Although 
t h e  S t a t e  of Alaska mi l d l y  o b j e c t s  t o  t h e  1985 TEFRA r e v i s i o n s  because
t h e y  f a i l  t o  e n c o u r a g e  f i s c a l  r e s p o n s i b i l i t y  wher e  a need  f o r  such r e s p o n ­
s i b i l i t y  has  b e e n  d e m o n s t r a t e d ,  we s t r o n g l y  o b j e c t  t o  t h e  f a i l u r e  of  t h e  
l a w  t o  r e c o g n i z e  c o l l e c t i o n  e f f o r t s  o t h e r  t h a n  . i n c r e a s e s  i n  t a x  r a t e s ,  t h e  
t r e a t m e n t  ( u n d e r  t h e  1985 TEFRA r e v i s i o n s )  of s ' t c t e s  t h a t  have d e m o n s t r a t e d  
f i s c a l  r e s p o n s i b i l i t y  a dds  i n s u l t  t o  i n j u r y  b e c a u s e  o t h e r  t a x  e f f c r t s - - s u c h  
as e mp l oy e e  c o n t r i b u t i o n s  and h i g h  t ax  b a s e s - - a r e  r e c o g n i z e d  under  p r o v i s i o n s  
d e c l i n e  w i t h  s t a t e s  t h a x  have  i n s o l v e n t  t r u s t  f u n d s .



As i s  o f t e n  t h e  ca se  v; i th f e d e r a l  i n t e r 1 e n t i o n  in  t h e  unemployment insurance  
sys t em,  compl i ance  wi th  t h e  r e v i s i o n s  i s  o p t i o n a l .  However,  t h e  i n c e n t i v e  
t o  comply wi th  t h e  1985 TEFRA r e v i s i o n s  i s  so s t r o n g  t h a t  "mandate" i s  an 
a c c u r a t e " d e s c r i p t i o n  of  s t a t e s '  p o t e n t i a l  co u r s e s  of a c t i o n .  This paper  
d i s c u s s e s  p o t e n t i a l  s t a t e  a c t i o n s ,  but t h e  only a t t r a c t i v e  op t i on  is  a 
r e v i s i o n  of f e d e r a l  l ew .  A r e v i s i o n  need not remove t h e  i n c e n t i v e  t o  
i n c r e a s e  t a x  e f f o r t s  a t  t h e  s t a t e  l e v e l ;  i t  could simply,  give s t a t e s  t h e  
f l e x i b i l i t y  t o  d e mo n s t r a t e  e f f o r t  in  ways o t he r  t h e n  t a x  r a t e s .  We urge 
o t h e r s  t o  j o i n  t h e  campaign t o  r e v i s e  t h e  TEFRA p r o v i s i o n s  so t h a t  s t a t e s
have a vo i ce  in t h e  d e t e r m i n a t i o n  of tax e f f o r t .
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The unemployment insurance system in the United States is administered as 
a partnership of the federal end state governments. Employers contribute a 
portion of the i r  payroll to both the federal end state partners. Contribu­
t ions to the federal government ere used for program administration and for 
unemployment compensation for which the federal government is  l i a b le .  Con­
tr ibut ions  to state governments are used only for payment of unemployment 
compensat i on.

In r e c en t  y e a r s , t h e  f e d e r a l  unemployment i n su r a n c e  t ax  has been 3.4 percent  
of  t h e  f i r s t  S6,000 pa id  t o  each employee in each c a l e n d a r  y e a r .  However, 
employers  could  r e c e i v e  c r e d i t  f o r  c o n t r i b u t i o n s  made t o  an approved s t a t e  
unemployment i n s u r a n c e  program.  These t a x  c r e d i t s  could  reduce employers '  
ne t  f e d e r a l  c o n t r i b u t i o n  t o  .7 pe r cen t  of t h e  f i r s t  86,000 paid t o  each 
employee i n  each y e a r ,  o r  S^2 d o l l a r s  per  employee.  Each s t a t e  was f r e e  t o  
s e t  a " t a x  hese  ( t h e  amount of e a r n i n c s  s u b j e c t  t o  s t a t e  t a x )  and c o n t r i b u t i o n  
r a t e s  which i t  deemed s u f f i c i e n t  t o  suppor t  t h e  unemployment compensat ion 
pa id  t h ro u gh  i t s  own program.  However, f u l l  f ed e ra l  c r e d i t  could be ob ta ined  
by e l l  employers  in a s t a t e  only i f  the  t a x  base was a t  l e a s t  86,000 and t he  
h i g h e s t  s t a t e  c o n t r i b u t i o n  ret.e was at  l e a s t  2.7 p e r c e n t .  A l a s k a ' s  t ax  base 
in  1983 i s  8?0,2Dn,  and Alaska employers pay s t a t e  r a t e s  t h a t  range from 1.0 
p e r c e n t  t o  3 . 8  p e r c e n t .

REVISIONS TO THE CONTRIBUTION SYSTEM UNDER TEFRA

C o n t r i b u t i o n s  t o  the  unemployment insurance  system in r ecen t  yea r s  have 
p r ov i d e d  i n s u f f i c i e n t  a d m i n i s t r a t i v e  funds and have s e r i o u s l y  under f inanced  
b e n e f i t  pavments in many s t a t e s .  I t  was i n  t h i s  con t ex t  of i nadequa t e  federa l  
a d m i n i s t r a t i v e  funds  and i n s o l v e n t  s t a t e  t r u s t  funds t h a t  system changes 
were made by t he  Tax Equi ty and Fiscal  R e s p o n s i b i l i t y  Act of 1982 (TEFRA). 
E f f e c t i v e  in  1983,  t h e  f e d e r a l  unemployment i n s u r a n c e  c o n t r i b u t i o n  r a t e  was 
r a i s e d  t o  3 . 5  p e r cen t  and the  federa l  t ax base  was i n c r e a s e d  t o  87,000.  
The p r o v i s i o n  f o r  a f e d e r a l  t ax  c r e d i t  of  2.7 ; pe rcen t  ... f o r  c o n t r i b u t i o n s  t o  
an approved s t a t e  program was unchanged,  <-o c o n t r i b u t i o n s  t o  the  federa l  
government  by employers  e l i g i b l e  for f u l l  f ede ra l  t ax  c r e d i t s  were i n c rea sed  
by 814 t o  856 per  employee per  y e a r .

The 1983 7EFF:A changes  a l s o  had an impact on s t a t e  f i n an c i n g  of  unemployment 
compens a t i on .  In t h o s e  s t a t e s  which use the  f e d e r a l  t a x  base as t h e  amount 
of  ea r r i inos  s u b j e c t  t o  s t a t e  t a x ,  the a c cep t ance  of a h igher  t ax  base can 
i n c r e a s e  revenue t o  s t a t e  unempl oyment i n s u r anc e  pr oorams.



TEFRA el so included revisions scheduled for imp! ementetion in 1985. In thct 
veer,  the feoerel contribution rete wil l  increase from the current 3.5 percent 
to e rete of 6.2 percent. Simul taneously, the potentiel federal tax credit 
for contributions to state programs will be increased to 5 .A percent. These 
changes appear to leave employers' "let rate of contributions to the federal 
Government unchanged (from the 1983 le v e l )  at .8 percent of each employee's 
f i r s t  S7,nnn Of earnings, or $56 per employee per year.

IMPACT OF REVISIONS EFFECTIVE IN 1985

Al though t h e  1985 7E"RA r e v i s i o n s  ma i n t a in  t h e  $56 per y e a r  ne t  f ede ra l  
unemployment i n s u r a n c e  c o n t r i b u t i o n  t h a t  is  c u r r e n t l y  a p p l i c a b l e  and t h e r e f o r e  
appea r  t o  have no e f f e c t  on employer s '  c o s t s ,  t h a t  appearance  i s  d e ce p t i v e .
The r e v i s i o n s  e f f e c t i v e  i n  1985 f o r ce  s t a t e s  wi th maximum s t a t e  c o n t r i b u t i o n  
r a t e s  of  l e s s  t h an  5 . A p e rc e n t  t o  choose between 1) i n c r e a s i n g  t h e i r  maximum 
s t a t e  c o n t r i b u t i o n  r a t e  t o  a t  l e a s t  5 . A p e rc e n t  or  ?) a l l owi ng  some employers 
i n  t h e  s t a t e  t o  l o s e  f e d e r a l  t a x  c r e d i t s . 1 Loss of f e d e r a l  t a x  ci e d i t s  would 
cause  a f f e c t e d  employers  t o  pay a d d i t i o n a l  f e d e r a l  t a x e s  for  su pp or t  of t he  
unemployment i n s u r a n c e  sys tem.

The 1983 TEFRA changes  were c l e a r l y  des igned  t o  i n c r e a s e  c o n t r i b u t i o n s  for  
both a d m i n i s t r a t i v e  pu rposes  and f o r  s t a t e  b e n e f i t  t r u s t  f u nd s ,  but t h e  1965 
changes  l e a v e  t h e  net  f e d e r a l  c o n t r i b u t i o n s  unchanged and ,'ere c l e a r l y  des igned  
t o  encourage  s t a t e s  t o  t ak e  a d d i t i o n a l  a c t i o n  t h a t  wi l l  i n c r e a s e  t h e i r  tax 
c o l l e c t i o n  e f f o r t s . ’. Alaska s u p p o r t s  na t i on a l  e f f o r t s  t o  improve t h e  f i s c a l  
i n t e g r i t y  of  t h e  unempl oyment i n su r a n c e  sys t em,  but  we s t r o n g l y  o b j e c t  t o  
t h e  way--in which t h e  1985 TEFRA r e v i s i o n s  ad d r e s s  t h e  problem of i n s o l v e n t  /' 
s t a t e  t r u s t  f unds .

Al though some s t a t e s  or groups of employers may have seen n a t i o n a l  l e g i s l a t i o n  
as an a t t r a c t i v e  a l t e r n a t i v e  t o  s t a t e  a c t i o n ,  we do not  b e l i e v e  t h a t  t h e  1985 
TEFRA r e v i s i o n s  wi l l  s i g n i f i c a n t l y  reduce t h e  number of s t a t e s  wi th  i n s o l v e n t  
t r u s t  f unds .  I n so l vency  occur s  when b e n e f i t s  exceed c o n t r i b u t i o n s .  The 
s t a t e s  t hems e l ves  have been g i v e n - - e n d  should  r e t  a ’i n - - t h e  a b i l i t y  t o  implement 
a b e n e f i t  s c he d u l e  of t h e i r  own cho ice .  Along wi th  t h a t  f reedom comes the  
r e s p o n s i b i l i t y  t o  implement  an e x pe r i e n c e  r a t i n g  system t h a t  wi l l  adequa t e l y

^ S e c t i o n  2302(a)  of  t h e  Federal  Unemployment Tax Act (FUTA) a l l ows  c r e d i t  
a g a i n s t  f e d e r a l  t a x  l i a b i l i t i e s  for  amounts a c t u a l l y  pa id t o  an approved 
s t a t e  unemployment i n su r a n c e  program. Sec t ion  2302(b)  of  FUlA pr ov i des  an 
employer  w i t h  a d d i t i o n a l  c r e d i t  a g a i n s t  t h e  t ax  fo r  the  d i f f e r e n c e  between 
a c t u a l  payments t o  a s t a t e  sys l em and t h e  amount he would have pa id "i* 
t h r o u g h o u t  t h e  t a x a b l e  ye a r  he had been s u b j e c t  under such S t a t e  law io the  
h i g h e s t  r a t e  a p p l i e d  t h e r e u n d e r  in  such 32-month pe r i od  t o  any person 
hav ing  i n d i v i d u a l s  in h i s  employ,  or  t o  a r a t e  of 5. A p e r c e n t ,  whichever  
r a t e  i s  l o w e r . "  Unless a s t a t e  has a t a x  r a t e  of a t  l e a s t  5 . A pe rcen t  a f t e r  
398A, some employers  a r e  l i k e l y  t o  l o s e  a d d i t i o n a l  c r e d i t s  p r ov i ded  by s e c t i o n  
33 02 ( b ) .


