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BILL SHEr FIELD

S t a t e o f l\laska

OFFICE OF THE GOVERNOR

February 13, 1984

The Honorable Jalrnar Kerttula
Alaska State Senate

Pouch V

Juneau, AK 99811

Dear Senator Kerttula:

Under the authority of art. [IIl, sec. 18 of the Alaska
Constitution, | am transmitting a bill that will authorize
the Department of Commerce and Economic Development to
establish occupational licensing fees by regulation, and
that amends accordingly the various statutory provisions
in AS 08 that now set these fees. This change will result
in greater flexibility aid ease of fee adjustment to ac-
commodate inflation and other fluctuations in the costs of
implementing the various licensing statutes. Currently,
many Alaska licensing fees are low compared to those of
other states, and revisions are necessary. This bill will
enable the department to make the appropriate adjustments
without unduly burdening the legislature with the task.

The second and Lnird sections of the bill authorize the
de?artment to set the fees and penalties by regulation to
reflect costs, after consulting with the appropriate |i-
censing board. Most of the remaining sections of the bill
delete the current statutory fees and make other appropri-
ate changes to statutes in the chapters concerming the
various occupations affected.

| request your support for this bill which will greatly
increase the efficiency and reduce the net cost of our
occupational licensing programs.

Sincerely,

B
Governor



*  STATE OF ALASKA 1984 LEGISLA FYSESSION
FISCAL NOTE

IRevision Date:

REQUEST FISCAL DETAIL

Bill/Resolution No.: Agency Affected: Commerce and Economic Dev
Ti tie: "An Act relating to Program Category Affected: ~UL>ilc ~
occupational licensing feestl Protection

Sponsor:Rules Committee BRU, Program jr Subprogram(s; Affected:
Requestor: Governor Division of Occupational Licensing

Date of Request:

EXPENDITURES/REVENUES:  (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89
OPERATING J
100 PERSONAL SERVICES n
100 TRAVEL 19.4
300 CONTRACTUAL 13.0
<0 SUPPLIES 0
500 EQUIPMENT
600 LAND 6 STRUCTURES
700 CRANTS, CLAIMS
300 MISCELLANEOUS
TOTAL OPERATING 0 3

N O © © ©

CAPITAL
REVENUE 325.0 |  3m7.3 372 1 B¥ O

FUNDING: (Thousands of Dollars)

CENERAL TUNI) 0 52.4 0 0 0 0
FEDERAL FUNDS

OTHER

TOTAL 32.4 0 0 0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO 01 "SET FISCAL IMPACT OF BILL:
Required funding would have to be provided in the I'Y 85 department operating

budget.

ANALYSIS: Attach a separate page for analysis

Prepared By: IiIARRLLL MILLER Phone: A65-2535
Division: Occupatlonai Licensing Qj te. February 10. 1H84
Approved by Commissioner: RicilARD A LYON Date: N

Agency: Commerce and Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor

Rquestor
Office gf Mana ement and Budget
Impacted Agency(ies) 12/1/83

PilSCQ



LICENSING FEE'S PROPOSED LEGISLATION:
Projected Revenue

The current revenue from all licensing fees collected from the various
professions under the Centralized Licensing Act is approximately $325,000
less than the annual division operating budget.

In order to equalize the operating budget with revenue, it xvill be
necessary to revise existing licensing fee structures to provide the
additional revenue required.

The initial projection is to increase the license fees of various profes—
sions and licensure categories to off-set the deficit for FY "86 and
project an annual increase of 7% for inflation factors, as provided for

in the FY "8" budget instructions.

No revenue is projected for FY S5 as it is anticipated that it would
require the majority of the fiscal year to implement all the necessary
license fee changes.

The projected revenue increase would be as follows:
FY “fcb $325,000
FY "87 $347,800

FY "88 $372,100
- kY "89 $398,100

MC21084a



FISCAL IMPACT Licensing Fee's proposed legislation:
200 Travel

One staff person to meet and consult with 1individual boards
before public hearings are conducted and again after the publit

hearings are concluded on the proposed fee structures. It is
anticipated that one-third of the board meetings be held 1in
Anchorage, one-third in Fairbanks and the remaining or.e thi-nd 1in
Juneau. Travel expenses would be 1incurred for Anchorage and

Fairbanks only.

12 trips to Anchorage - 2 days each (6 boards)
Transporation: 1 person 0 $375.00 each X 12 = $ 4,500.00
Per Diem: 24 days @$80.00 per day = $1,920.00
12 trips to Fairbanks - 2 days each (6 boards)
Transportation: 1 person 0 $470 each X 12 = $ 5,640.00
Per Diem: 24 days 0 $90.00 per day = $ 2,160.00

1 staff to conduct regulation hearings 1in
Anchorage and Fairbanks on license fee
structure; 4 trips

2 trips to Anchorage - 6 days each

Transportation: 1 person 0 $375.00 X 2 = $ 750.00
Per Dienm: 12 days 0 $80.00 = $ 960.00
2 trips to Fairbanks 6 days each

Transportation: 1 person 0 $470.00 X 2 = $ 940.00
Per Diem: 12 days 0 $90.00 = $ 1,080.00
Miscellaneous expenses: Taxi, Baggage handling,

ect: 1 person estimated to average $50.00 per

trip: $50.00 X 28 trips = $ 1,400.00

Total : $19,350.00

300 CONTRACTUAL
Rental charges for meeting rooms for holding
public hearings on license fee settings: 20

days of public hearings 0 $200.00 per day = $ 4,000.00

Printing of materials, Statute and Regulation

booklets(estimated costs) $ 8,000.00

Advertising: required state-wide advertising of

public notices of regulation hearings on proposed

license fee structures (estimated costs) $ 1,000.00
Total $13,000.00

400 COMMODITIES

GRAND TOTAL: $32 . 550 .00
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Testify?? Phone

Name (please print) Address Representing (iES or NO) Number
/c—v'?v Voiad \x >
78& &3&TC mJto or Oofcr?) Z./ ¢ 1
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SENATE LABOR AND COMMERCE COMMITTEE HEARING DATE

O CCiupahonal Licensing Fees



Personal
Bonn! Services
.Athletic Commission 951.53
AELS 29,269.51
Barbers 6 Hairdressers 22 ,202.48
Lhiropractors 3,023.31
Collection Agencies 5,003.91
Concert Promoters 302.34
Contractors 22,372.53
Dental Board 13,604.92
Dispensing Onpticians 3,488.96
Electrical 7,558.29
Geologist 302.33
Guides 15,011.75
Marine Pilots 13,343.78
Medical Board 1S,116.58
Morticians 1,585.89
Nursing 28,546.05
MIA 1,511.65
Optometry 3,488.96
Pharmacy 9,069.94
Physical Therapy 1,585. 39
Psychology 4,534.97
Public Accountancy 13,604.92

1,585.89

Veterinary

Total

(1) Source: done Tor

(2) Source:

Work up sheets
FY 83 Comnutnr

rea| 4

run of Revenues

Trave 1
Per Diem

-0-
19,021.86
7,659.54
12,890.89

-0-

-0-

-0-
12,823.90
4,778.04
7,718.94

-0-
16,434.10
6,543.06
15,307.93

-0-
12,041.80
268.00
3,392.60
10,268.75
5,778.35
11,040.30
9,489.00
7 775.98

158 ,"233.04"

Fy 82 5 83 for
Received

ANALYSIS OI: DIVISION OF
DIRECT SUPPORT TO LICENSING

for FY 82 f FY 83.

o<-c/ T\

OCCUPATIONAL LICENSING
AREAS FOR FISCAL YEAR 1183

Number of Active
Licensces FY '83 '
Contractual Commodi tics Total on 6/30/83 Revenues
107.65 <0* 1,059.18 45 - Mil. 00
31,295.24 613.00 80,199.61 3679 8S,iys.00 f\ ELS
7,5U0.06 . *0- 37,362.08 254 1 122.373.00
1,543.80 -0- 17,458.00 89 5.510.00
78.711 -0- 5,082.61 59 4.020.00
8.50 -0- 310.84 19 6.295.00
4,228.19 -0- 26,600.72 691 1 361,640, 50 LonTracTOi’
41,546.90 101.94 68,077.66 919 24.726.3S
1,202.54 -0- 9,469.54 49 2,030.N0
7,727.30 -0- 23,004.53 390 95,R8h.00 -c |ect» lcnl
-0- -0- 302.33 103 *Qe
5,013.00 -0- 36,458.85 1215 45,607.20 Gulden
1,433.70 -0- 21,320. 54 68 20.420.00
S,423.07 49.80 35,897.38 1164 103.264.00 /Medical 6d
372.67 -0- 1,958.56 102 5,645.00 A'tftrfiClons
11,995.9 7 17.00 52,600.82 5395 121,041. 82 Klugsioq
791.06 16.05 2,586.76 22 3.020.00 NH)
1,308. 29 -0- 8,189.85 45 1,410.00
1,600. 11 343.70 21,282.50 438 8.362.00
846.30 *0- 8,210.54 i< 13, 195.00 ~hgsicallhfr
1,890.28 -0- 17,465.55 95 4.710.00
16,376.85 165.00 39,635.77 64 3 25.442.00 .
936.59 -0- ~s,298.16 14 3 “ 5,520.00 vettvtrvof
ri"5"0oTJTTY 525,064.44 23,956
"to does. no4 wyx,luclc
salaries, added 22.6 for benefits, | vinrw

ccto

. (O I =
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Cramer J

A IlEND M4EHT

TO: SB 502 By Eliason

Page 2, after line 26, insert a new subsection to read:

"(d) The department shall send written notice to each person who

ptcposcd

is licensed to practice an occupation of a change 1in the amount or

manner of payment of fees for that occupation 3>C"cla-ys

tae'fe'ro & do pi?on crl "Lh*- change.

-1- 412184
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icrp Bill Sheffield, Governor
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DKPARTMEKT OFCOMMENCE A
ECONOMIC DEVELOPMENT POUCHC
JUNEAU. ALASKA 99811
ofFr/ct OF THE COMMISSIONER PHONE : 465 2500
April 6, 1984

Honorable Pat Rodey
Alaska State Senate
State Capital, 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 identified, "How Fee Levels are Calculated,"
was obtained from the Council of State Governments. In addition to
the stater listed, the staff 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
after consideration of budget expenses versus revenues.

CALIFORNIA: Information provided by Dan Buntjer, attorney assigned
to .-lie legal section of the Department of Consumer Affairs, 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. Theagency, in concert with
the board, has the right to seta fee structure depending on costs
for that particular board. Anytime the surplus exceeds two years of
operating costs, the agency is required to reduce licensing fees.

There is a budget bill prepared every year where the Legislature would
review the budget versus costs.

Richard A. Lyon
Commissioner

RAL/kkk/C30
Enclosure
4684a



COLORADO

FLORIDA

HAWATLI

10WA

KANSAS

MICHIGAN

MINNESOTA

OHIO

VIRGINIA

HOW FEE LEVELS ARE CALCULATED

A stace statute directs that "each board or commission shall adjust
its fees so that revenues generated approximate its direct and
indirect costs.™ (Chapter 12, Section 24-34-105, C.R.S.)

A state, statute directs that "each board shall determine by rule the
amount of licensing fees for its profession, based on department
estimates of the revenue required to implement this part and the
provisions of law with respect to the regulation of professions..."
(Florida Statutes, Title XXX, Section 455.0113)

The fees are set by the Director of Regulate”/ Agencies and boards
1¢ Mmaintain a reasonable relation between the revenues derived from
fees and the costs of services rendered.

In addition to any other fee provided by law, boards may set fees
for licenses and renewals; the fee shall be based on the cost of
collecting information for use by the Department of Kealrh 1in
administration of the system of health manpower statistics. Exam—
ining boards set fees for exams, based on administrative ccsts.

Boards shall set fees upon determination of administrative costs
(within limitations prescribed).

Fees are established by the legislature to fund operations in the
Department of Licensing and Regulation.

Fees are established by boards and approved by the Commissioner of

Finance. Fees should approximate anticipated administrative
costs.
Fees are provided by law. However, the boards may set fees in

excess of these amounts, but not by more than fifty percent.

Boards are empowered to set fees that are sufficient to cover
operating and administrative expenses.



Jay Barton

UNIVHKSITY 01 ALASKA
FAIRBANKS ALAKA 99701

April 2, 1984

The Honorable Richard Eliason, Chairman
Senate Labor and Commerce Committee
Pouch V

Juneau, Alaska 99811

Dear Senator Eliason:

When HB 535 was oeing considered in the House, 1| asked the University
of Alaska Risk Manager to review the bill as it related to University

employees. After reviewing the proposed legislation he stated that this
is a desirable Dbill because of the limited insurance opportunities a-
vailable to retired employees. Therefore, the University of Alaska is

happy to support HB 535.
We would appreciate your favorable consideration cc this legislation.

Sincerely youvs,

W. Russell Jones
Special Assistant
for Legislative Affairs

mlf

The University of Alaska Serves You as a Statewide System of Higher Education






A « FISCAL NOTE ®

Revision Date: 0O

FISCAL DETAIL

Bill/Resolution No.: SB 511 Agency Affected: Pepartment of Taxv
Title: "__.relating to principRitogram Category Affected:_

and income of trusts..." General Government
Sponsor: Sen. Rules”Code Rev, _Cofcftiu Program or Subprogram(s) Affected:
Requestor:  Sen. Judiciary Legal Services Operations

Date of Request: 3/13/84

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 . o« -0- -0- -0- -0-

| CAPITAL | |
c REVENUE

FUNDING: (Thousands of Pol ars)

GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

FULL-TIME -0- = -0-
PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attad) a separate 'page for analysis

Prepared By: Richard 1. Pep(ues. Director hone: 463-3672
Division: Administrative Services Di-vision late: 3-13-84
Approved by Commissioner: Norman CL Gorsuch Date: 3-13-84
Agency: Department oi haw

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83



Fiscal Note March 13, 198A
Analysis
SB 511

This bill was requested by the Code Revision Commission
so that the state may adopt the Uniform Principal and Income Act.
The act has been adopted by 37 other states, making it one of the
more widely accepted uniform acts. The proposed act codifies
rules a trustee shall follow when the document that established
the trust does not provide instructions to cover all
circumstances, which frequently is the case. It directs how the
trustee shall «credit a receipt or charge an expenditure 1iIn a
variety of fact situations. Because this bill only deals with

private sector financial transactions, it will not have a fiscal

impact on state government operations.



SB 511 TITLE A SPONSOR SUMMARY 14:36 5/722/734 PAGE 1 OF
AMENDED TITLE:

AN ACT RELATING TO PRINCIPAL AND INCOME OF TRUSTS; AND

PROVIDING FOR AN EFFEC.IVE DATE

PRIME SPONSOR SENATE RULES COMMITTEE.
CO-SPONSORS:
CURRENT STATUS; 3701701 1IN 1S) LABOR t* COM REFERRAL: JUDICIARY

SB 511 SENATE ACTION 14:36 5/22/L4 PAGE 2 OF
DATE SEQ  PAGE LEGISLATIVE ACTION
03/01/34 01 L FIRST READING .. COMMITTEE REPORTS
03/01/QA 02 inoir COMMENTARY JOINT USE SEN SUPF'L ®1
LABOR & COMMERCE
JUDJ.C IARY

RULES

WK Y VK Xee | e me



*

ALASKA CODE REVISION COMMISSION

3
COMSIONFRS ALASKA STATE LEGISLATURE
JOHN W. ABBOTT - CHAIRMAN POUCH Y - STATE CAPITOL BEOUNEHRIARY
JAMES L. BALDWIN - VICE CHAIRMAN JUNEAU. ALASKA 99811 BILLY G. SERRIER
PATRICK M. RODEV (907) .165-4870
CHARLIE BUSSELL
L. S. KURTZ. JR.
JUDGE (RET.) THOMAS B. STEWART
FREDERIC E. BROWN MEMORANDUM
TO: Senator Richard 1. Eliason, Chairman

Senate Labor and Commerce Committee

FROM; Dick Regan, Research Director
Alaska Code Revision Commission

DATE: March 14, 1984

RE: (" SB 511 adopting the Uniform Principal and
Income Act (administration of trusts); and

(2) SB 512 on administration 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 attached 1in the
first committee of reference.

These are bills we hope can be scheduled for hearing 1in
the Senate Labor and Committee on Wednesday, March 21st. The
billswere prepared by the code revision commission and the
Probate Committee of the Alaska Bar Association working together
with some representatives of the Tax Committee of the Alaska Bar
Association.

Kathryn Black who was recently <chairperson of the
Probate Committee of the Alaska Bar Association will be available
to testify on the bills March 21st, next Wednesday. |If the bills
cannot be scheduled for hearing that day, she wishes us to try to
make appointments for her to meet you and individual committee
members to answer questions about the bills.

A copy of Houseand Senate Joint Journal Supplement No.
21, dated March 1, 1984, 1is attached for ready reference on the
content of the bills.

DR :chw
Attachments






1 TITLE &biIFONSOR NUMMARY 14 <6 b/'}>/M\1 pate
AMENDED TITLE: rL

AN ACT RELATING TO ADMINISTRATION OF DECEDENTS” ESTATESe
AND PROVIDING FOR AN EFFECTIVE DATE

PRIME SPONSOR : SENATE RULES COMMITTFF*
CO-SPONSORS;
LIERIINT sTATUS : 3/01/Q4 IN (S) LABOF & COM REFERRAL - JUDICIARY

SB ElI 2 SENATE ACTION 14 :36 5/22/04 PAGE
_____ QQIE““ ?Eg PAGE LEGISLATIVE ACTION
1=f=/?) /
03701704 01 MMRD EIRST READING - COMMITTEE REPORTS
03701704 02 2226 COMMENTARY JOINT USE SEN SUPPL *21
LABOR A COMMERCE
JUDICIARY

RULES
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e FISCAL NOTE |

Revision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No._  5)2 Agency a:iectede 3 nl of | ,ii
Title: "... rPiarinp rn aHmim'cr™BQfifani Category Affected:

tion of decedents” p.staf.ps. .." thgnexal. finvprnnpnt-
Sponsor:gpn anles/Hode Rpv rnnf£RU, Program or Subprogramls] Affected:
Requestor: Spn. .Tndiciery Legal Services nnprsfinns

Date of Request: vn/86~

(Thousands of Dollars)
FY 84 Fy 85 FY 86 Fy 87 FY 88 Fy 89
OPERATING 1 1
ICO PERSONAL SERVICES 1
2C0 TRAVEL |
SO0 CONTRACTUAL
AOO SUFPLIES
500 EOUIPMENT
500 LAND A STRUCTURES
700 GRANTS, CLAMS
S00 MISCELLANEOUS

TOTAL OPERATING -u- -0 - -U- -0- -0- -0 -
CAPITAL | |
c REVENUE

FUNDING: (Thousands of Dol ars)

CENERAL FUND _o0- -0 - hn- -0 - n- h-
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS: ° - -0- -[- -0- -0~

FULL-TIME = T
PART-TIME
TEMPORARY >

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

Prepared By: Richard I|.(Pepues. Director Phone: N65-367?

Division: Administrative Services Division Date: 3-13-84
3T T commibdY ito | (féz

Approve y Commissioner:- Normafo"C. *Gorsuch Date: 3-13-84

Agency: Department of Law

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agenc,, (ies) 12/1/83



Fiscal Note March 13, 1984
Analysis
SB 512

This bill was requested by the Code Revision Commission
to adjust for inflation the dollar amounts 1in certain neglected
sections of the Uniform Probate Code. This 1is the first such
adjustment since the Code was adopted in 1972. It is estimated
that the CPI will have risen 146% from 1972 until the bill would
take effect 1in January 1, 1985. Because this bill only deals

with private financial transactions, it will not have a fiscal

impact on state government operations.






W\TE OF ALASKA

1984 LEGISLATIVE ffsSION

FISCAL NOTE

eRevision UateT

REQUEST

Bill/Resolution No.:. SB 516
Title: 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
A00 SUPPLIES 3
500 EQUIPMENT 39
500 UND & STRUCTURES
700 CRANTS, CUIMS 774.0
300 MISCELLANEOUS

TOTAL OPERATING 798.4

CAPITAL 1

c REVENUE i
"FUNDING.___ (Thousands of Dollars)
CENERAL FUND 798.4
FEDERAL FUNDS 1
OTHER 1
TOTAL 1

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY e 1 1.f1

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a Separate atysis See attachment.
Prepared By: Paul 8. Arhol frrx/Director Phone: 465-2510
Division:  Investments I ") Date:
Approved by Commissioner: Richard A. Lyon Date:

: m2/2+ M
Agency: Commerce and Economic Development
Distribution (by Agency preparing fiscal
Legislative Finance
Legislative Sponsor
Requestor
Office of Manag°ment and Budget
Impacted Agency(ies)

note):

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
ci rcumstances:

A Not all individuals serving in the armed forces during this
8(_%”0(1 served under circumstances qualifying for award of the
ietham Service Medal;

B. My veterans who served in Vietnam and now live in Alaska
\{\ﬁare not Alaskan residents at the time they were inducted into
e 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 difficult. Determin-
ing the number of men drafted into the service from Alaska would omit
individuals who enlisted in the service. Further, statistics 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
program provides some useful information: the number and percentage of
Individuals applying for permanent fund dividends, by age, who list an
"Alaskan source" for their social security number. In general, indi-
viduals would have already received a social security number by the tine,
they entered the service and obtaining such a number would falr_lly
approximate the age at which individuals became eligible for militar
service. While research tends to suggest that these figures may under-
state the number of Alaskan residents (some individuals mey 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
assumedI éor these purposes that the remaining 3Powere from 35 to 44
years old.



Use of this data produces the following calculations:

23,000 Vietnam Era Veterans in Alaska (1982)
X 321% Vietnam Service Medal percentage
7,383 Veterans in Alaska earning the Vietnam Service Medal

7,383 7,383
X 61% (ages 25-34) 3% (ages 35-44)
4.504 2,879
4.504 2,879
X 33.3% Percentage with Alaskan X 22.6% Percentage with Alaskan
1,500 source Social Security 650 source Social Security
numbers, ages 25-34 numbers, ages 35-44
1,500
650

i1,150 Estimated total eligible 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 2% contingency*
$774,000 Budget Estimate

+Contingency reflects 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 for bonuses under the
program will require additional staff time. It is anticipated, however,
that most applications can be processed rapidly as all necessary in-
formation will be contained on an applicant's DD-214. Other appli-
cations, which contain problems with Alaska residency or length of
Vietnam service, will require additional processing time. Development
of controls to verify length of service will 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 line: $ 2,500
400 Line
Office supplies associated with program: $ 300
500 Line
Work station for employee: $3,890

J/wfs31684b



POSH ION 11HE )
Documents Processing Clerk IV

,  TYPE OF POSITION  STAFF NONTHS  RP NUMBER
; TPT 12
3. CONTINUATION LEVEL I | ADD T10f1

IYPE OF EXPENDI1UKE
1 2
PERSONAL SERVICES

S.  salary 12,204
6. Bcnefits b,4b9
7. Supplemental Ben*._fits
B. Fixed Benefits
9. IUIAL PERSONAL SERVICES a
10,  Travel 0%
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Senate Bill 5]7 changes the maximum t!me periods to file physician's notice
of treatment, file notice of convrov ‘"ion and pay compensation benefits to
injured workers. The purpose of the legislation is to bring into
conformity these time periods to enable the employer/insurer to meke more
informed and expeditious determinations on workers' compensation claims.

Currently, the employer has a maximum time period of 28 days to pay compen-
sate i, hut only 14 days to controvert (deny) a claim. A further conflict
in making a determination to either pay or deny is the time period of 20
days for the physician to file notice of treatment verifying that the
injury is work connected and that the worker is wunable to work. This
leaves little or no time for the employer/insurer to make an informed
decision tc r-cepl or deny the claim. As a result, many employer/insurers
controvert claims which unnecessarily delays payment of compensation for a
longer period titan the additional 7 days proposed under this legislation to
investigate the claim.

This legislation will require the physician to file the medical report
within 14 days instead of 20. The time period to file a controversion will
he extended to 21 days instead of 14 and the maximum time to pay compen-
sation will be shortened from 28 to 21 da*-;. In other words, the physician
must file the medical report within 14 d.ys and the insurer must either pay
or controvert the claim within 21 days.

llte Department of labor supports passage of Senate Bill 817. It will not
have a fiscal impact on the Department.

APIMOVI.D



DRAFT
Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to
workers® compensation. The bill brings into harmony the
periods of time allowed for several related acts, and
should result in a system in which claims are handled more

efficiently.

Under current law, an employer has 28 days to pay a
compensation claim but only 14 days in which to controvert
it. Ideally, the decision to pay a claim should be made
after receipt of a physician®s notice which verifies that
the worker®s 1injury is in fact work-related and that the
worker is disabled. Under current law, however, a
physician has 20 days to file the notice. This often
results in employers controverting claims needlessly, and

payments thus being unduly delayed.

The proposed legislation would require a physician®s
notice to be "..led within 14 days of treatment instead of
20, vould allow an employer 21 days instead of 14 to con—
trovert a claim, and x”ould shorten the time for payment
from 28 to 21 days. These change?, would enable an em—
ployer to make an 1informed decision Jjn whether to pay or
controvert a worker®"s compensation c 7aim; the”” thus inure

to the benefit of employers, workers, and insurers.



Sincerely,

Bill Sheffield
Governor



E OF ALASKA 1984 LEGISLATIVC*RSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bill/Resolution No.. CS SB 517 Agency Affected: Labor
Title: "An Act relating to Workers'Prpgram Category Affected: Public
CompeTiration,- and providing. . Protection
Sponsor:  Labor and Commerce BRU, Program or Subprogram(s) Affected:
Requestor: Senate Labor & Commerce Workers 1 Compensatior
Date of Reg lest: 4/17/64

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
AOO SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

I CAPITAL |
I REVENUE

FUNDING. (Thousands of Dollars)

GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO QFFFET FISCAL IMPACT OF BILL:

N/A

ANALYSIS: Attach a separate page foi~analysi™  ---------

Prepared By~Jacquel yn M c C I i n t o «c¢ 465-2790
Division: Workers' Compensation / Date: 4/18/84

Approved by Commissioner/~"fjm Robisrfpn/M/, ™)/ ™ J ;' —<Qate: 4/18/84
Agency: Department of Labor ~ /
LEG:A:45
Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



$ Workers' Compensation

Section-By-Section Analysis

*

Section 1. This section requires the physician rendering treatment to file 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 file
a controversion from 14 days to 21 days from date of knowledge of the alleged
injury or death, or, if payments have begun, within 7 days after an installment
or compensation payable without an award is due.

Section 3. This section shortens the maximum timeﬁ)eriod for an employer to pay o |
compensation to an injured worker from 28 days to 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 FILE NOTICE. AS A
RESULT, MANY EMPLOYER/INSURERS DENY CLAIMS WHICH
UNNECESSARILY DELAYS PAYMENT OF COMPENSATION.

THIS LEGISLATION WILL REQUIRE THE PHYSICIAN TO FILE THE
MEDICA1I REPORT WITHIN 14 DAYS |INSTEAD OF 20. THE TIME
PERIOD TO DENY A CLAIM WILL BE EXTENDED TO21 DAYS INSTEAD
OF 14 AND THE MAXIMUM TTME TO PAY COMPENSATION WILL BE
SHORTENED FROM 28 TO 21 DAYS. IN OTHER WORDS, THE PHYSICIAN
MUST FILE 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 THEFILING OF VARIOUS REPORTS WITH THE
WORKER'S COMPENSATION BOARD. PRESENTLY, THE TIME FRAME FOR
FILING 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-OW- SWWT~Pfffi--TfttS-V [:RY WORTHWHILE

LEEm ATION,- - p,prft..



ADDITIONAL INFORMATION

CURRENTLY CSSB 517(L & C)

28 DAYS TO PAY COMPENSATION 21 DAYS TO PAY
COMPENSATION

14 DAYS TO PAY COMPENSATION 21 DAYS TO CONTROVERT
CLAIM

20 DAYS FOR PHYSICIAN'S 14 DAYS FOR PHYSICIAN'S

REPORT REPORT

14 DAYS TO REPORT TO WORKER'S 28 DAYS TO REPORT TO

COMPENSATION BOARD * 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,



517 TITLE & SPONSOR SUMMARY 16 46 6/04/04 PAGE

MENDED TITLE: HCSCSSB 517(L&C;

 ACT RELATING TO WORKERS'1I COMPENSATION, AND PROVIDING
OR AN EFFECTIVE DATE

RIME SPONSOR: SENATE LABORSCOMM COMMITTEE*

./J-SPONSORS

JJRRENT STATUS: 2/23/(34 TRANSM TO GOVERNOR
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4/271/84 10 2050 PASSED BY DIV 20-00-00

«4/27/04 i\ R EFFECTIVE DATE VOTE SAME AS PASSA
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/1 TF*VCA 1055 EFFECTIVE BADE VOTE SAME A(
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BtOMMITTEE REPOFrHI

SENATE
FURTHER:
4/5/8*
Date
Mr. President
The Committee on l. = CoOMI . considered .j1

w..rkt_r ' compensations ofd

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

*] do pass

[ 1 do passwithattachedamendment(s)

[v] replace with/or adopt CSfor Co (i i
[ 1] new title
[ ] same title and recommends ; i
[ ] and attached a "LETTER OF INTENT" [ 1 NEW FISCAL NOTE
[ 1 reports it back without recommendation
[ ] recommends referral to Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS
AT
AV~ A
[1] (s |
, m / [ |
Chairman
o *

- ' - —_—
Chairman recommendation
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William F. Reeves
3201 Spenard Road
Anchorage, Alaska 99503
PHONE: 561-5354

April 6, 1984

Senator Richard 1. Eliason, Chairman
Senate Labor & Commerce Committee
ALiska State Legislature

Pouch V

Juneau, Alaska 99811

Attn: Sheila Peterson
RE: SB 517
Dear Senator Eliason:

As a participant in the Labor/Management Ad Hoc Committee on Workers-
Compensation, | am writing this letter in support of SB 517 and the proposed
amendment to SB 517 which is alLtached hereto.

The Labor/Management Ad Hoc Committee .- Workers® Compensation in Alaska was
formed rather spontaneously approximately two years ago. Its purpose has
been to review and analyze the Alaska workers®™ compensation system in a
foruin outside the political arena. The perspective of the ad hoc committee
continues to be the "workability"” of the workers® compensation system in
Alaska.

SB 517 rectified many of the incompatible and inconsistent time periods
presently existing in the Workers®™ Compensation Act. The ad hoc committee,
the Division of Workers®™ Compensation, and representatives of the Insurance
Industry and medical community have discussed this bill and no objections
have been raised.

These same participants discussed the attached proposed amendment to

SB 517. The attached proposed amendment resolves a series of admLnLstrative
problems within the act. In essence, the amendment would allow an
additional 14-day "grace perLod™ for the filing of various reports with the
Workers®™ Compensation Roard. Presently, the time frame for filing these
reports 1is not compatible with the practices of many insurers and

adjusters. It is believed that the proposed amendment will resolve most of
the existing problems.

It should be noted that the time periods extended by tills proposed amendment
do not extend the time periods for which compensation must be paid to
injured workers.



Senator Richard 1. Eliason
April 6, 1984

Page Two

IfT 1 can be of any further assistance in this matter,

to contact me.
Sincerely,

ALASKA CHAPTER
ASSOCIATED GENERAL CONTRACTORS

William F. Reeves
General Counsel

Enclosure

WFR/ec/15

cc: John Abshire, Alaska Ilronworkers, Local 7SI
Kevin Dourghty, Alaska State District Council
Joe sutler, Operating Engineers
Rober.t Erickson, Teamsters Local 939
Richard Cattanach, Unit Company
Jack Thompson, Vice President, Air Van Lines,
Dwayne Taylor, Frontier Companies
Jim Robison, Commissioner of Labor

Jackie McClintock, Director, Workers Compensation

Tom O0"Keefe, Industrial Indemnity
Richard Block, Alaska National Insurance

please do not hesitate

of Laborers



SB 517 - AN ACT RELATING TO WORKERS' COMPENSATION

PROPOSED AMENDMENT TO AS 23.30.155(c):

The employer shall notify the board and the employee on a

form prescribed by the board that the payment of compensa-

tion has begun or has been increased, decreased, suspended,
terminated, resumed or changed in type. An initial report
shall be filed within 28 days after the date of issuing the
first payment of compensation. If at any time 21 days or

more pass and no compensation payment is issued, a report

shall be filed within 28 days after the date the last compen-
sation payment was issued as benefits have been suspended or
terminated. A report shall also be filed within 28 days after
the date of issuing a payment increasing, decreasing, resuming
or changing the type of compensation paid. If the employer
fails to notify the board and the employee within the prescribed
28 days, the employer shall pay a civil penalty of $100 for

the first day plus $10 for each day thereafter that the employer
failed to give notice. Total penalties under this section may
not exceed $1,000 for each failure to file a required report.



® ALASKA STATE SENAT
PATRICK RODEY POUCH V
SENATOR JUNEAU, ALASKA 99811
(907) 465-379:1
(907) 475-3754

Senator Dick Eliason, Chair March 5, 1984
Senate Labor & Commerce Committee

Capitol Building Room 417

Juneau, Alaska

Dear Dick:

I would like to request that the Senate Labor & Commerce Commit—
tee introduce a proposed draft of the attached worker®s compen—
sation bill. I would be happy to sponsor chis legislation but as
you know the deadline for individual sponsors has passed.

Please keep this letter on file as proof that 1 specifically
requested this legislation to be introduced through the commit—

tee.

Thank awu for taking this into consideration.



mu Oif ay\§M
POUCH Y SIATf CAI-110l
JUNIAU AtAIKA 11(11 1

T K Q J® D § U ™ 1Y «S MDD
LEGSLATIVE AFFAIRS AGENCY

MEMORANDUM February 29, 1984

SUBJECT: Sectional analysis of Work Order 13-1907

T0: Senator Dick Eliason
Chairman, Senate Labor & Commerce

FROM: Thomas A. Sofo //jel5
Legislative Counsel

You have asked for a sectional analysis of Work Order
13-1907, a bill draft which makes amendments to the workers
compensation law.

Section 1 This section merely decreases from 20 to 14 days
the time within which a doctor or employee must notify the
workers compensation board of the giving or receiving of

medical treatment. Section 1 also standardizes the 14 day
notice time limit for the first and subsequent medical
treatments.

Section 2 Increases from 14 to 21 days the time within
which the employer must file with the board a notice of
controversion if the employer wishes to contest the right of
the employee to workers compensation. The same section
allows for the employer to also file a notice of
controversion within seven days after " payment of compen—
sation is due even after the employer has already begun the
payment of compensation.

Section 3 Decreases from 14 to 7 days the time after which
a 20 percent penalty is to be added to an unpaid installment
of compensation.

Section 4 Immediate effective date.

TAS:0jb
J4/026



William F. Reeves
3201 Spenard Road
Anchorage, Alaska 99503
PHONE: 561-5354

April 6, 1984

Senator Richard |. Eliason, Chairman
Senate Labor & Commerce Committee
Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Attn: Sheila Peterson
RE: SB 517

Dear Senator Eliason:

As a participant in the Labor/Management Ad Hoc Committee on Workers'
Compensation, | am writing this letter in support of SB 517 and the
proposed amendment to SB 517 which is attached hereto.

The Labor/Management Ad Hoc Committee on Workers' Compensation in
Alaska was formed rather spontaneously approximately two years ago.
Its purpose has been to review and analyze the Alaska workers' compen-
sation system in a forum outside the political arena. The perspective
of the Ad Hoc Committee continues to be the "workability" of the
workers' compensation system in Alaska.

SB 517 rectified many of the incompatible and inconsistent time periods
presently existing in the Workers' Compensation Act. The Ad Hoc Comm-
ittee, the Division of Workers' Compensation, and representatives of
the insurance industry and medical community have discussed this bill
and no objections have been raised.

These same participants discussed the attached proposed amendment to
SB 517. The attached proposed amendment resolves a series of adminis-
trative problems within the act. In essence, the amendment would allow
an additional 14-day "grace period" for the filing of various reports
with the Workers' Compensation Board. Presently, the time frame for
filing these reports is not compatible with the practices of many in-
surers and adjusters. It is believed that the proposed amendment w ill
resolve most of the existing problems.

It should be noted that the time periods extended by this proposed
amendment do not extend the time periods for which compensation must
be paid to injured workers.



Senator Richard l.. aSliason

April 6, 1984
Page Two

If | can be of any further assistance in this matter, please do net
hesitate to contact me.

Sincerely,

ALASKA CHAPTER
ASSOCIATED GENERAL CONTRACTORS

William F. Reeves
General Counsel

Enclosure
WER/ee/15

cc: John Abshire, Alaska Ironworkers, Local 751
Kevin Dourghty, Alaska State District Council of Laborers
Joe Butler, Operating Engineers
Robert Erickson, Teamsters Local 959
Richard Cattanach, Unit Company
Jack Thompson, Vice President, Air Van Lines, Inc.
Dwayne Taylor, Frontier Companies
Jim Robison, Commissioner of Labor
Jackie McClintock, Director, Workers' Compensation
Tom O'Keefe, Industrial Indemnity
Richard Block, Alaska National Insurance
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§ 23.30.145 Alaska Statutes Supplement § 23.30.155

(d) 1fan employer fails to comply with a compensation order making
an award that has become final, a beneficiary ofthe award or the board
may apply for the enforcement of the order to the superior court. If the
court determines that the order was made and served in accordance
with law, and that the employer or his officers or agents have failed to
comply with it, the court shall enforce obedience to the order by writ
of injunction or by other proper process to enjoin upon the employer and
his officers and agents compliance with the order.

(e) Proceedings for suspending, setting aside, or enforcing a com-
pensation order, whether rejecting a claim or making an award, may
not be instituted except as provided in this section and AS 23.30.170.
(8 20 ch 193 SLA 1959; am § 1ch 32 SLA 1965; am § 27 ch 93 SLA

1982)

Effect of amendments. — The 1982
amendment repealed subsection (b).

NOTES TO

II11. STANDARD OF REVIEW .

And findings of board, etc.
In accord with 12th paragraph in

Sec. 23.30.145. Attorney fees.

NOTES TO

Subsection (a) award applies only,
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 dis-
ability award, the $(>.000 voluntarily ten-
dered by the employer was not "in
controversy" despite the fact that the
employer disputed the disability classifi-
cation, since this section unambiguously
restricts the award of attorney's fees to

DECISIONS

original. See Parker Drilling Co. v.

A

5759), 651 P.2d 842 (1982).

DECISIONS

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

Award to emplayer-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), » (8 P.2d 955(1982).

Article 4. Payment of Compensation.

Section

155. Payment of compensation
160. Assignment and exemption from
claims of creditors

Sec. 23.30.155. Payment of compensation, (it) Compensation
under this chapter shall be paid periodically, promptly, and directly to
the person entitled to it, without an award, except where liability to

§ 23.30.155 Labor and Workers’' Compensation § 23.30.155

pay compensation is controverted by the employer. To controvert a
claim the employer must file a notice, on a form prescribed by the
board, stating

(1) that the right of the employee to compensation is controverted;
2) the name of the employee;

) the name of the employer;

) the date of the alleged injury or death; and

) the type of compensation and all grounds upon which the right
to compensation is controverted.

(b) The first installment of compensation becomes due on the 14th
day after the employer has knowledge of the injury or death. On this
date all compensation then due shall be paid. Subsequent compensa-
tion shall be paid in installments, every 14 days, except where the
board determines that payment in installments should be made
monthly or at some other period.

(c) (Effective January 1, 19841 Upon making the first payment,
and upon an increase, reduction, termination, suspension, resumption
or a change in rate or type of compensation paid, the employer shall
notify the board within 14 days, on a form prescribed by the board, that
payment of compensation has begun or has been increased, re*v"od,
terminated, resumed, changed, or suspended, as the G ,e may ) j the
employer fails to notify the board within 14 days, the board shall assess
ugainst the employer a civil penalty of $100 plus $10 for each day in
excess of 14 days that the employer fails to give notice. Total penalties
under this section may not exceed $1,000 for each failure to file a
required report.

(d) 1f the employer controverts the right to compensation lie shall
file with the hoard on or before the 14th day after he has knowledge of
the alleged injury or death or on or before an installment of compensa-
tion payable without an award is due, a notice of controversion on a
form prescribed by the board.

(e' Ifany installment of compensation payable without an award is
not paid within 14 days after it becomes due, provided in (b) of this
section, there shall be added to the unpaid installment an amount
equal to 20 percent of it, which shall be paid at the same time as, and
in addition to, the installment, unless notice is filed under (d) of this
section or unless the nonpayment is excused by the board after a
showing by the employer that owing to conditions over which he had
no control the installment could not be paid within the period pre-
scribed for the payment.

(0 Ifcompensation payable under the terms of an award is not paid
within 14 days after it becomes due, there shall he added to that unpaid
compensation an amount equal to 20 percent of it, which shall lie paid
at the same time as, hut in addition to, the compensation, unless review
of the compensation order making the award is had as provided in AS
23.30.125 and an interlocutory injunction staying payments is allowed
by the court.

3
4
5

P —
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STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bill/Resolution No.. SB 525 Agency Affected: All

Title: "An Act relating to Program Category Affected: All
Unemployment insurancel

Sponsor: senate Laocr/iommerce ~ BRU, Program O Subprogram!s) Affected:

Requestor: Senate Labor/Commerce  AH
Date of Request: March /, 1984 -~

EXPENDITURES/REVENUES: (Thousands of Dollars)
Fy 84 Fy 85 Fy 86 Fy 87 Fy 88 Fy 89
OPERATING
100 PERSONAL SERVICES 186.4 510.6 571.6 576.0 580.1
200 TRAVEL
300 CONTRACTUAL
AOO SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS

TOTAL OPERATING 186.4 510.6 571.6 576.0 sso.1i
| 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 5106 ... 571,6 576.0 580.1.
POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Personal Service benefits would ircrease for all 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. Jr. Phone:465-2712
Division: Employment Securitv/ffivision z'") Date: 2-/x_/fr*s
Approved by Commissioner:3 k h_o f y j | , Date: ~-// )-/g”
Agency: Labor 7 >l
LEG:A:4

Distribution (by Agency preparing fiscal note):
Legislative Firi3*Trr
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83
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FISCAL NOTE

THE LEGISLATURE COF THE STATE CF ALASKA
THIRTEENTH LEGISLATURE
BILL/RESOLUTION NGO SB 525
TITLE: "An Act relating to Unemployment Insurance.”
AGENCY AFFECTED: Department of Labor
Page 2

The following assumptions were made in preparing the forecasted costs:

1. State employment will continue to increase through FY 1985.
Thereafter, state employment will level off 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 reflect the recent agreement with APEA. A

5 percent yearly increase continues throughout the remainder
of the forecast period.

3. As provided in this bill, the maximum weekly benefit amount paid
for unemployment insurance claims will increase from $155 ti $198,
effective January 1, 1985.

As a result, 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 all Departments in the State) is projected
from past experience and a computerized modeling technique. The estimated
increase in the average payment using this 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 first claim benefits. The total effect of
the increase would not be felt until FY '87.



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

fRevision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No.. SB 525 Agency Affected: Labor
Title: "An Act relating to Program Category Affected: Social Services
Unemployment Insurance”
Sponsor:  Senate Labor/Commerce BRU, Program or Subprogram(s) Affected:
Requestor: Senate Labor/Commerce-  Employment Security, Unemployment
Date of Request: March 7, 198. 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 50 0 0 0 0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Federal funds will be requested to fund reprogramming of automated programs.
[125 hours x $40 per hour.]

ANALYSIS: Attach a separate page for analysis
A

Prepared By: J*hn W Shav. Jr Phone: 465-2712
Division: Employment Security Tffvision Date: 3/ v /™
Approved by Commissioner: ~Jim R&nSon Date: 1/] 7-1/1
Agency: Labor

LEG:AS

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83
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Bill No. Senate Bill 525 Date March 12, 1984

Title "An act relating to Unemployment Insurance; CoONtact. Eileen Plate
and providing for an effective date.” 465-2700
Jack Shay
465-2712

Sena:e Bill 525 incorporates a number of housekeeping and conformity provisions and
makes several technical changes to Alaska's unemployment insurance lav/. It also
increases the meximum weekly unemployment insurance benefit amount.

Passage of SB 525 will assure that Federal Unemployment Tax Act (FUTA) credits present-
ly available to Alaska employers are not jeopardized; and will 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 3amrend
employer unemployment insurance tax rates in line with recent Federal legislation.
Without this legislation, FUTA taxes paid by Alaskan employers will increase
approximately $2 million annually.

The increase in the maximum weekly unemployment insurance benefit amount will provide
approximately two-thirds of the Ul 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 inflation since 1980 has eroded
this level of wage replacement to the extent that today only about 50 percent ofthe
claimants received the 50 percent wage replacement.

The Department of Labor supports passage of SB 525. A fiscal note is attached.

APPROVED
/ *

Wim Robison
Commissioner

PO SITION PAPER/Department of Labor



DEPARTMENT OF LAW

POUCH K-STATE CAPITOL

JUNEAU. ALASKA 99811
OFFICE OF THEATTORNEY GENERAL PHONE: 19071465-3600

December 5, 1983
MEMORANDUM

T0: Honorable Bill Sheffield
Governor

FROM:
Attorney General

RE: Attached bill on employment insurance
Our file: 377-043-84

Attached is a bill containing changes to the unemploy—
ment insurance statutes in AS 23.20. The changes were developed
by the Department of Labor and for the most part are in response
to changes and requirements of the federal statutes under which
the department operates the unemployment insurance program
Alaska.

The bill contains other,, "housekeeping™ measures, 1in—
cluding the provision for effective dates for certain* sections,
again in order to conform to effective dates for federal re—
quirements in the unemployment insurance program.

A draft transmittal letter to the legislature, ex—
plaining the bill in more detail, 1is also attached.

NCG:GlA:bap
cc w/enc.: Honorable James Robison
Commissioner
Department of Labor
03.C5LM S B 5 2 5
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Under the authority of art. I1l1l, sec. 18, of the Alaska
Constitution, | am transmitting a bill relating to unem—
ployment insurance. In large part this bill 1is a response
to changes 1in federal requirements for the operation of

Alaska®s Unemployment Insurance Program.

Section 1 of the bill involves the training and building

fund created under AS 23.20.130. State law presently re—
quires that any unobligated money in excess of $100,000 1in
the fund must be transferred to the Unemployment Trust
Fund on the last day of the fiscal year. Often the legis—
lature does obligate that excess money, but just as often,

the bill accomplishing that gction is not signed into law
until after the end of the fiscal year. Therefore, by the
time a bill 1is signed obligating the money, it has techni—
cally already passed into the Unemployment Trust Fund. By

providing a 30-day "grace period” following the last day

of each fiscal year, this problem should not arise.

Sections 2 and 3 of this bill are in response to certain
1982 amendments to the Federal Unemployment Tax Act
(FUTA), effective January 1, 1985. Under the amended ver-
sion of the FUTA, employers in the State of Alaska will
not receive a Tull credit for the contributions made to
the state unemployment fund unless state law 1includes a

maximum tax rate of at least 5 percent, a tax rate which



must actually be assessed against at least one employer 1in
the state. Sections 2 and 3 will create that standard
rate and identify a class of employers which are assessed
that rate, thus 1insuring that all employers in the State
of Alaska can receive the full credit for their contribu—

tions to the state unemployment trust fund.

Section 4 of the bill will amend AS 23.20.350(d) by in—
creasing the maximum unemployment insurance benefit amount
to $198 per week, not including an allowance for depen—
dents. This increase will provide approximately
two-thirds of unemployment insurance claimants with a re—
placement of at least 50 percent of their average weekly
wages. These increases werewdeveloped in order to fight
the impact of inflation and to more closely parallel sug-—
gested federal benefit adequacy guidelines for wage re—

placement.

Sections 5 and 6 of the bill rewrite AS 23.20.350(fF),
which provides for an allowance for dependents in addition
to a weekly unemployment benefit 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 program in a manner more likely
to accomplish 1its purpose, 1i.e., to provide additional
wage replacement income to claimants with dependents. The

present lav; artificially and perhaps unreasonably

20



restricts certain claimants from obtaining the benefits of

the allowance for dependents.

The amendment will permit an allowance for dependents to
be paid to a claimant having physical custody of a child
or to a claimant who provides over 50 percent of support
for the child. IT two claimants qualify to claim the al—
lowance, it will 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 depen—
dents when he or she first files a claim for unemployment
benefits. The bill does continue to prohibit the allow—
ance for dependents from being claimed by more than one

individual.

Wendy Dimond v. Department of Labor, State of Alaska,
1JU-83-341 Civil, 1is an appeal of an administrative deci—
sion of the Employment Security Division®s Appeal Tri-—
bunal. The litigation 1involves an interpretation of
AS 23.20.350(fF). Sections 5 and 6 of the bill would cor—

rect some of the more serious legal questions about the

statute.

Section 7 of the bill will amend AS 23.20.362(c) by per—
mitting severance and termination pay to be deductible
.rom unemployment 1insurance benefits 1in e same way that

otner wage replacement payments are presently deducted.

-3-



Sections 8, 9, and 11 of the bill are responses to changes
in federal lav? which directly effect the administration of
our unemployment 1insurance program. Section 8 extends the
disqualifications under AS 23.20.381(e) to all employees
of educational institutions, employees of ™"educational
service agencies" serving educational institutions, and to
those same employees for any established vacation period
or holiday recess. Section 9 modifies the disqualifica—
tion for failing to actively seek work by exempting a
claimant who 1is hospitalized or serving on jury duty.
Section 11 brings the state into conformity with federal
law by repealing AS 23.20.526(a)(22)(D), which the U.S.
Department of Labor interprets as a waiver of benefit
w

rights. A waiver of benefit rights 1is prohibited by sec.

303(a)(1l) of the Social Security Act: and AS 23.20.395.
Section 10 of the bill closes a "loophole”™ 1in the current
unemployment 1insurance law by prohibiting individuals on

"R and R"™ from collecting unemployment insurance benefits.

Hie Department of Labor supports this bill. I urge your

prompt action on it.

Sincerely,

Bill Sheffield
Governor



BILL ANALYSIS
o oy iV

S'ection 1. This is a "housekeeping™ amendment which would make a technical
change to the training and building fund provision so that unobligated money
in the training and building fund could be held an additional 30 days past <
the end of the fiscal year. The law currently requires that any'unobligated
money over $100,000 in the training and building fund must lapse to the unem-'
ployment .trust fund on the last day of the fiscal year; This money is obli-
gated in appropriations bills prior to the end of the fiscal year, but the
bills are often not signed until after the end of the fiscal year. ..The money
is therefore not technically obligated until after the money has' already
lapsed back to the unemployment trust fund. The proposed amendment solves

this ™accounting™ problem by holdlng the money in the tralnlng and bU|Id|ng
fund until the appropriation is signed. .Y

Sections 2 and 3. The Tax Equity and Fiseal Responsibility Act of 1982 (Public
Law 97-248) amended the Federal Unemployment Tax Act (FUTA) to increase the' .m
gross_FUTA tax on”employers from 3.5 percent to 6.2 percent. It also increased
tliF'faddTtTonaT~redit against the FUTA tax for contributions to a state unem- v
ployment fund from 2.7 percent to 5.4 percent. These amendments are effective.f
January 1, 1985. Because of the language of the FUTA, all employers in the e
state cannot be guaranteed the full FUTA credit,of 5.4 percent unless the state
law includes a maximum (standard) state tax rate of at least 5.4 percent. .

Section 2 of the bill amends AS 23.20.170 to enact a standard rate of 5.4 per-
cent. Rates below 5.4 percent would continue to be granted under AS 2? 20. ZQQ*
-’- torL* t i .
Section 3 of thebill amends AS 23.20.290 byadding aZ2lst rate class comprlsed
ofemployers with thehighest quarterlydecline quotients whose cumulative pay-
roll is .01 percent of the total payroll in the state. This small minority
of employers would receive a rate not less than 5.4 percent. The FUTA requires
that the 5.4 percent rate be actually assessed at least one employer in the-;
state, in order for all employers in the state'to be guaranteed the maximum.;.-,
additional FUTA credit of 5.4 percent. This amendment meets the requirements-;
of the FUTA with the least distortion to the present rate structure. -

Section 4. This section amends the benefit schedule in AS 23.20.350(d) to pror
vide a maximum Ul weekly benefit amount of $198, not counting dependents allow-
ance. This increase will provide approximately two-thirds of claimants with
replacement of 50 percent of their average weekly wages. Federal benefit ade-
quacy guidelines suggest that a state's benefit schedule, should provide 50
percent wage replacement for at least 80 percent of claimants. 'However, Alaska
liberal eligibility provisions make application of the federal guidelines too
costly. The benefit schedule was amended in 1980 to provide a maximum weekly,
benefit of $150. This schedule did replace 50 percent of wages for approxi-
mately two-thirds of claimants, but wage inflation since 1980 has steadily
eroded this level of wagemeplacement. Although a small increase of $6 was
approved in 1982, only about 56 percent of claimants receive 50 percent wage
.replacement under the current schedule. The proposed schedule would increase
costs to the trust fund by about 14 percent. o o AN

Sections 5 and 6. These two sections would change the requirements for the

receipt of dependents allowance. The amendments do not change the amount of
.the allowance. e o me - ' e VS



Under the current statute, an individual claiming dependents allowance must'?;""
certify (and be able to prove)'that he or she is providing more than 50 per-,'-.
cent of the dependents’ support. The dependents must be claimed when the .
claimant first files for benefits, and the number of dependents cannot be v y"
changed during the benefit year unless the claimant acquires an additional
dependent by birth or adoption. These two features of the present law --

the "primary support™ requirement and the requirement that dependents must

be claimed at the beginning -of the benefit year -- are not necessary for the
administration of the dependents provision, and they may frustrate its pur-
pose. =% ‘.o -' -

In households where both parents work, the children are jointly supported.
However, under the "primary support™ requirement.only one parent may claim
dependents in the household, even though the other parent may be providing a
larger percentage of his or her wages for support of the children. The pro-
posed changes would pay dependents allowance to either parent having physical
custody of the child. The same dependent could not be claimed by both parents,
but a parent could claim any dependents in the household which are not being
claimed by the other parent. The "primary support™ requirement has been-re-
tained as an alternative, so that a non-custodial parent may qualify for the .
dependents allowance. In other words, "dependent”™ has been redefined to mean
one who is either in the physical custody of the claimant or dependent on the
claimant for more than 50 percent of. support. However, to claim a dependent
over 18 years of age the claimant would still be required to show primary sup-
port, the same as in the current law. . e . o

The proposed change: would also allow a claimant to add dependents (up to a ei
limit of three) for any reason while drawing regular benefits during his bene-
fit year. For example, a claimant whose wife is claiming”~their two children
would not be able to claim the children when he first files his claim.1 How-"
ever, he would be able to claim the children after his wife's benefit year,
ends, for the remainder of his own benefit year. Under the current law, this
claimant would be unable to claim the dependents for his entire benefit year,
even if he filed only one week before the end of his wife's benefit year.

Section 7. This section amends AS 23.20.362(c) bv adding'severance and termi-.
nation payments to the list of incomewhich is deducted from 01 benefits.

Under the provision as it now stands, wages in lieu of dismissal notice, and".’
payments for accrued vaiation, sick leave, and holidays are deducted dollar y:
for dollar from Ul benefits payable. These payments vre treated differently" ’
from regular wage payments, which are deducted under AS 23.20.360 at the rate
of $.75 for every $1 earned for the week in excess of $60. The vacation,

sick, and holiday pay, and wages in lieu ofnotice, unlike regular wage pay- '
ments, do not show any new attachmentto the labor market, but are paid on

the basis of past employment. The more strict dollar-for-dollar deduction

for these payments is justifiable on the basis that unemployment insurance
should not be paid for a week if the claiinan4 is already receiving a "wage
replacement™ for that week based on his previous work, such as these payments
are. However, because of the language of the provision, "severance™ and "ter-
mination™ pay are not deductible, even enough the rationale for deducting them
is the same as for the other "wage replacement™ payments.



. Section 8. AS 23.20.381(e) currently disqualifies an individual working in
an instructional, research, or principal administrative capacity in an educa-
tional institution, during the period between two academic years or terms,
or during a period of paid sabbatical leave. This provision is required in
alv state laws for conformity with Sec. 3304 (a)(6)(A) of the Federal Unem-
ployment Tax Act (FUTA). y . y v

The FUTA has now been amended by Public Law 98-21 to extend the disqualifi-
cation to: coe

e 1. All employees of educational institutions.

2. Employees of "educational service agencies™ serving in educational
institutions. * s .

3. Any established vacation period or holiday recess.

These changes are required in all state laws to avoid denial of certification
for the FUTA tax offset credit and administrative grants.. ° m m Y

Section 9. Section 202 of the Federal-State Extended Unemployment Compensa-
tion Act previously required the indefinite disqualification of an extended.'™
benefit claimant who did not actively engage in seeking work, regardless of -
the reason the claimant did not seek work, This requirement has been 'relaxed
by P.L. 98-21. A State is now permitted to apply regular state able and
available provisions if the extended benefit claimant failed to seek work
because he was hospitalized or on jury duty. This is entirely optional, but °
we recommend enactment of conforming legislation to take advantage of the
relaxation of feoeral requirements. . .

Section 10. This amendment to AS 23.20.505 addresses circumstances under
which workers on "R and R" might qualify as "unemployed” and thus be poten- ‘e
tially eligible for benefits under the Act. Under current Sec. 505 a person
is "unemployed” for a week in which he performs no service and receives no
wages. This allows potential abuse by individuals who are fully employed
but receive "R and R" for a week (or more) as part of their regular work
schedule. For example, an individual may work 60 hours per week for two .
weeks and then receive a week off. This "two weeks on, one week off"
schedule may continue indefinitely. This individual is technically unem-
ployed under. Sec. 505 during his week off. But we do not believe it is
correct to pay benefits when the employment relationship has not been
severed and the individual is actually fully employed, i.e., working an

average of at least 40 hours per week or receiving "excess" earnings (pro-
rated over the period of work and leave).

Section 11. AS 23.20.526(a) was amended in 1982 by adding paragraph (22) to
exclude from Ul coverage certain corporate officers who control at least 25
percent of corporate stock. Subparagraph (D) of paragraph (22) specifies
that the corporate officer must agree to noncoverage. The U.S. Department
of Labor now believes that subparagraph (D) constitu.es a waiver of benefit
rights. This raises an issue of conformity with Sec. 303(a)(l).of the Social
Security Act, which is interpreted as forbidding any waiver, assignment,
pledge, or encumbrance of a right to unemployment compensation. (Such a
waiver would also be contrary to AS 23.20.395.)
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Bill No. Senate Bill 525 Date March 12, 1984

Title "An act relating to Unemployment Insurance; CONtaCt: Eileen Plate
and providing for an effective date.” 465-2700
Jack Shay
465-2712

Senate Bill 525 incorporates a number of housekeeping and conformity provisions and
makes several technical changes to Alaska's unemployment insurance law. It also
increases the maximum weekly unemployment insurance benefit amount.

Passage of SB 525 will assure that Federal Unemployment Tax Act (FUTA) credits present-
ly available to Alaska employers are not jeopardized; and will 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 inconformity with Federal Law. Sections 2 and 3 amend
employer unemployment insurance tax rates in line with recent Federal legislation.
Without this legislation, FUTA taxes paid by Alaskan employers will increase
approximately $2 million annually.

The increase in the maximum weekly unemployment insurance benefit amount will provide
approximately two-thirds of the Ul 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 ofthe claimants. Wage inflation since 1980 has eroded
this level of wage replacement tothe 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 fiscal note is attached.
APPROVED

4 J)im Robison
Commissioner

POSITION PAPE-"/Department of Labor



BILL SHEFFIELD, GOVERNOR

P.0. BOX 1149
DEPARTMENT OF LABOR JUNEAU . ALASKA 99802

PHONE :

OFFICE OF THE COMMISSIONER
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 Division, on March 16.
My staff has compared the berefit 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, it is
difficult to isolate the issues and provide comparable figures. As a
result 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 million $73.5 million 14.5%
Employee Contributions $14.0 million $16.1 million 15.0%
Benefits Paid Out of
Trust Fund $71.5 million $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 partially offset this for a net increase of 27% Since

07 GOLH



Honorable Richard Eliason -2 - March 20, 1984

1980, changes affecting the extended benefit program plus a different
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%
If you have any questions please contact ne

Sincerplv.

Jim Robison
Commissioner



C
Nirluirff3 0T fC IT\ H Xt BILL SHEFFIELD, GOVERNOR

iR U it A"I |r\l\}- L Lhyr

DEPARTMENT OF LABOR so/
JUNEAU. ALASKA 99802

phone!: (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 bill.

Question: What will be the total cost to employers and employees if we
raise meximum benefits from $156 to $198 per week?

As indicated during the hearing, the employer rates are projected to decline
after 1984 (even with an increase in benefits); however, the rates will not
go dowmn 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 reflect an approximate
increase of kpercent annually. The net result 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% ) $ 0 $ 0
1986 23,000 3.84 4.02 5 .6 3.7 million .8 million
1987 23,600 3.70 4.03 5 .6 7.1 million 1.5 million
1988 24,500 3.42 3.90 5 5 10.3 million 2.3 million

Question:  What sections of the bill are conformity items with the Federal
Government?

Sections 8 and 11 are conformity items. Sections 2 and 3, while not strictly
conformity items, are necessary to have our law relate to the federal FUTA
law and save employers in this state between $1.5 and $2.0 million annually
in increased FUTA taxes.



The Honorable Richard Elison -2- March 14, 1984

Question: Do you have information on firms affected by Sections 2 and 3 of
the bill?

Yes, the enclosed listing identifies the industry make-up of the 163 firms
potentially eligible for the 21st rate class. If this law change had been in
effect currently, it would have affected 163 employers in 1983 for a total
increase of $2,800, or an average of $17 per employer. In 1984, it would not
have affected any employers in the state.

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

Sincerely,

Jim Robison
Commissioner

Enclosures



FIRMS POTENTIALLY ELIGIBLE FOR A "21ST RATE CLASS"

Major Industry Division

Agric. Forestry Fisheries
Mining

Construction

Food Processing

Wood Products

Transp-Commun-Public Util.

Wholesale Trade

Retail Trade

Finance Insur-Real Estate
Services

Government

Unspecified

Number of Employers



I -\ Bill Sheffield, Governor
eri i . X | ie\

DEPARTMENT OF L AW
POUCH K-STATE CAPITOL

JUNEAU. ALASKA 99811
OFFICE OF THEATTORNEY GENERA L PHONE : (9071 -465-3600

December 5, 1983

MEMORANDUM

TO: Honorable Bill Sheffield
Governor

FROM: JQc NotmSrHC. Gorsuc
Attorney General

RE: Attached bill on employment insurance
Our file: 377-043-84

Attached is a bill containing changes to the unemploy—
ment insurance statutes in AS 23.20. The changes were developed
by the Department of Labor and for the most part are in response
to changes arid requirements of the federal statutes under which

the department operates the unemployment insurance progranm
Alaska.

The bill contains other- "housekeeping” measures, 1in—
cluding the provision for effective dates for certain®sections,
again in order to conform to effective dates for federal re-—
quirements in Che unemployment insurance program.

A draft transmittal letter to the legislature, ex-—
plaining the bill in more detail, 1is also attached.

NCG:GlA:bap
cc w/enc.: Honorable James Robison

Commissioner
Department of Labor
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DRAFT
Under the authority of art. I11jI, sec. 18, of the Alaska
Constitution, | am transmitting a bill relating to unem-—
ployment insurance. In large part this bill is a response
to changes 1in federal requirements for the operation of

Alaska®"s Unemployment Insurance Program.

Section 1 of the bill involves the training and building
fund created under AS 23.20.130. State law presently re—
quires that any unobligated money 1in 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 legis—
lature does obligate that excess money, but just as often,
the bill accomplishing that gction is not signed” into law
until after the end of the fiscal ear. Therefore, by the
time a bill is signed obligating the money, it has techni-
cally already passed into the Unemployment Trus; Fund. By

providing a 30-day '"grace period"” following the last day

of each fiscal year, this problem should not arise.

Sections 2 and 3 of this bill are 1in response to certain
1982 amendments to the Federal Unemployment Tax Act
(FUTA), effective January 1, 1985. Under the amended ver —
sion of the FUTA, employers 1in the State of Alaska will
not receive a full credit for the contributions made to
the state unemployment fund unless state law includes a

maximum tax rate oj. at least 5.4 percent, a tax rate which
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must actually be assessed against at least one employer 1in
the state. Sections 2 and 3 will create that standard
rate and identify a class of employers which are assessed
that rate, thus insuring that all employers 1in the State
of Alaska can receive the full credit for their contribu—

tions to the state unemployment trust fund.

Section 4 of the bill will amend AS 23.20.350(d) by 1in—
creasing the maximum unemployment insurance benefit amount
to $198 per week, not including an allowance foi depen—
dents. This increase will provide approximately
two-thirds of unemployment insurance claimants with a re—
placement of at least 50 percent of their average weekly
wages. These 1increases werewdeveloped in order to fight
the impact of inflation and to more closely parallel sug-—

gested federal benefit adequacy guidelines for wage re—

placement .

Sections 5 and 6 of the bill rewrite AS 23.20.350(F),
which provides for an allowance for dependents in addition
to a weekly unemployment benefit 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 program in a manner more likely

to accomplish 1its purpose, i.e., to provide additional

wage replacement income to claimants with dependents. The

present law artificially and perhaps unreasonably
-2-



restricts certain claimants from obtaining the benefits of

the allowance for dependents.

The amendment will permit an allowance for dependents to
be paid to a claimant having physical custody of a child
or to a claimant who provides over 50 percent of support
for the child. If two claimants qualify to claim the al—
lowance, it will 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 depen—
dents when he or she first files a claim for unemployment
benefits. The bill does continue to prohibit the allow-—
ance for dependents from being claimed by more than one

individual.

Wendy Dimond v. Department of Labor, State of Alaska,
1JU-83-341 Civil, is an appeal of an administrative deci—
sion of the Employment Security Division®s Appeal Tri—
bunal. The litigation 1involves an interpretation of
AS 23.20.350(F). Sections 5 and 6 of the bill would cor—

rect some of the more serious legal questions about the

statute.

Section 7 of the bill will amend AS 23.20.362(c) by per—
mitting severance and termination pay to be deductible
from unemployment insurance benefits 1in the same way that

other wage replacement payments are presently deducted.

-3-



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

in federal lav; which directly effect the administration of
our unemployment insurance progranm. Section 8 extends the

disqualifications under AS 23.20.381(e) to all employees

of educational institutions, employees of "educational

service agencies" serving educational institutions, and to
those same employees for any established vacation period

or holiday recess. Section 9 modifies the disqualifica—
tion for failing to actively seek work by exempting a
claimant who 1is hospitalized or serving on jury duty.

Section 11 brings the state into conformity with federal

law by repealing AS 23.20.526(a)(22)(D), which the U.S.

Department of Labor interprets as a waiver of benefit

w
rights. A waiver of benefit rights is prohibited by sec.
303(a)(1) of the Social Security Act and AS 23.20.395.
i

Section 10 of the bill closes a "loophole™ 1in the current
unemployment 1insurance law by prohibiting individuals on

"R and R"™ from collecting unemployment insurance benefits..

The Department of Labor supports this bill. I urge your

prompt action on it.

Sincerely,

Bill Sheffield
Governor



EVPLOYMENT SECURITY ADVISORY COUNCIL
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JUNEAU, ALASKA

Council Members Present: Dennis Osterdock, Chairman
Jack Simpson
Ed Janzen
Edwin Johnson

Council Members Absent:  Irving Igtanloc

Agency Representatives: A G Zillig, Director
Leland T. Dal by, Deputy Director
Harry Sturrock, Assistant Director, U
Edward Musslewhite, Assistant Director, ES
Lottie Fleeks, Northern Regional Manager
Darwin Halter, Central Regional Manager
Dan Travis, Southeast Regional Manager
Jim Robison, Commissioner

Minutes Taken By: Karen Reyes, Secretary |
Director’'s Office, ESD

Dennis Osterdock called the meeting to order at 1:30 Bm August 29,
1983. A G Zillig introduced the Commissioner of Labor, Jim Robison,
to present the "Opening Remarks".

Mr. Robison announced that A G (Art) Zillig is retiring September 15,

1983. He added that Robert Landau has been selected for the position
of Assistant Commissioner.

Mr. Zillig then presentedthe "Division Status Report".

Mr. Zillig stated that this will be the last time he will bemeeting
with the Council. He extended his appreciation to the Councilfor the
time, effort, and support they have provided to the Department.

Mr. Zillig gave a brief review of what will be discussed through the
course of the meeting and a brief run down of what has been happening
since the previous Council meeting.

1. The computer systems have been upgraded.

a.  Benefit and Tax system incorporating the latest series of
law changes are both operating well.

b.  The ES system will be on-line October 1, 1983.

federal funding for the Central Processing Unit (CPU) upgrade in DP
Is not anticipated. Alternative funding sources are being explored.
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2. Adiscussion of alternatives for funding federal shortfalls included:
a.  Using money from the Trust Fund that employees pay in.

(1) Adraft i)roposal went to the Assistant Attorney General
for his legal opinion in using Trust Fund monies. (A
coPy of the Assistant Attorney General's response is
attached.)

b. Usin? money out of the Building & Training Fund would be
legal. Legislative approval is required.

This fund is money from delinquent employers. 1f an employer
does not pay his taxes on time an interest and penalty charge
Is assessed. The interest and penalties go into this fund.

Mr. Zillig stated that federal funding is being provided for operating a
Random Audit Unit of six people in Ul. The Random Audit Unit provides
an ir]degl)_th review of an individuals week claimed to ascertain If all
eligibility requirements were observed.

Mr. Zillig then introduced Edward Musslewhite for presentation of the
"ES Activity Report".

Mr. Musslewhite reviewed the ES Progress Report with the Council. The
production level has increased substantially with a reduction in staff.
(A copy of the report is attached.)

Edward gave a brief review of JTPA activities. JTPA is administered by
the Department of Community & Regional Affairs. The ES program staff
works closely with C&RA in implementing JTPA.

Employment Service has developed a Statewide ES Plan which must be re-

viewed by the State Job Training Coordinating Council. A meeting with

BJITCC has been scheduled for September 14, 1983, to review the State
an.

The Job Training Partnership Act (JTPA) replaces the CETA program and
amends the Wagner-Peyser Act.

The~e are three Private Industry Councils in the State. They are:
Anchora%e/Mat-Su_ Borough, Fairbanks North Star Borough, and the Balance
of the State which is named the Alaska Statewide PIC.

Goals mentioned in the ES State Plan for FY'84 are:

1. Provide an effective labor exchange system.

2. Provide linkages in other employment and training activities to
successfully participate in the job market.
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Harry Sturrock presented the "Ul Legislation Report" as follows:

Mr.Sturrock passed out the Ul Legislation proposal bill and it was dis-
cussed in detail. The various sections that had changes were:

1. Section 1. AS 23.20.350(d) - AVOUNT OF BENEFITS

a. Increases current maximum benefits from $158to $198/week.
This proposed change to be effective October 1, 1984,

2. Section 2. and 3. AS 23.20.350(f) and (g)(1) - DEPENDENTS ALLONANCE

a.  Maximum Dependents Allowance (DA) that is currently in the
Ul bill states that only three delpendents from one family
may be claimed. The proposed bill allows that three per
Bflrgnt r?a¥ be claimed where both parents are eligible for

enefits.

b.  Primary support is defined as physical custody of providing
50 percent. The change would pay DA to either parent having
physical custody of the child. The same child may not be
claimed by both parents.

c.  The change would also allovi a claimant to add dependents (up
to a limit of three) while drawing reqular benefits during
his/her benefit year. Once the benefit year expires, the
olth_er parent may then pick up the dependents on his/her
claim.

d.  Proposed changes includes the definition of "dependent".
October 1, 1984 is the proposed effective date for all changes.
The Advisory Council members asked how manY_ claimants are currentl¥
drawing benefits where both parents are filing. There are currently
121 claims where both are claiming dependents allowance.
3. Section 4. AS 23.20.362(c) - DEDUCTIBLE INCOME
a. Is amended by adding severance and termination payments
to the list of income which is deducted from Ul benefits.
(Deducted dollar for dollar.)
This change will be effective immediately.

The Advisory rouncil members suggested that "Vacation Pay" be clarified
in the proposal.
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4. Section 5. AS 23.20.381(e) - SCHOOL EMPLOYEES

a.  All school employees will be ineligible for Ul between school
terms. Previous law stated that teachers or principally admin-
istrative positions in an educational institute would be ineli-
gible for Ul between school terms. MNow it is proposed to read
that afl_school employees (janitors, cooks, etc.).

This change will be effective April 1, 1984.

The Advisory Council members suggested that this should be addressed to
the Congressional Delegation, because of the conformity issue, pointing
out that problems may arise by singling out one category of seasonal
workers.

5. Section 6. AS 23.20/526(a)(22) - CORPORATE OFFICERS

a.  Wes amended by adding paragraph (22) "to exclude from U coverage
certain corporate officers who control at least 25 percent of
corporate stock."

b.  Subparagraph (D) has been deleted. This paragraph specifies
that the corporate officel must agree to noncoverage.

This change will be effective January 1, 1984.
6. AS 23.20.130(d) - TRAINING & BUILDING RIND
a.  (d) is an amendment which would make a technical change to
the Training &Bmldlng Fund i)rovmon so that unobligated

money in the Fund could be held an additional 30 days past
the end of the fiscal year.

(A copy of the proposed Ul legislative bill is attached for your review.)

Mr. Sturrock gave a report on the Tax Equity and Fiscal Responsibility
Act of 1982 (TEFRA) as follow.,:

This Act was pasied by Congress last year. The Act increased the RUTA
contributions foi employers as follows:

a. Increased federal FUTP tax base from$6,000 t0$7,000 and
contribution rate from 3.4% to 3,5%.

b. Effective January 1985, increased federalcontribution rate
from 3.5% to 6.2%of first $7,000.

c.  For states with conforming laws left employers FUTA rate at
8% of first $7,000.
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d. All states with less than a maximum rate of 5.4% will have
to:

(1) Increase state contribution rate to at least 5.4%; of
(2) Allow some employers to lose federal tax credits..

Mr. Sturrock presented six options which Alaska can take to bring the
State in conformity with the Tax Equity and Fiscal Responsibility Act.
They are:

a. No Action. If this option is chosen, the low rate employers
would be effected more.

b. We could request a federal law change.

C. A proposal 'jo the Federal government that employee contribu-
tions be added to the definition of our tax effort. So that
we would have an employer tax of 3.8%. Add the employee tax
for a total of 4.3%. The effect of the FUTA offset to employers
would only be effected by that much less of the employee con-
tri butions.

d. Implement a 5.4% rate and have it apply only to delinquent
employers.

e. Add a rate clasL of 21 for .01% of total statewide payroll.

f. Reduce the tax base to 50% of average annual wage with provi-
sion that the maximum tax not be below 5.4%.

After much discussion in detail with the Advisory Council members, the
Council took a vote and the outcome of the vote was unanimous to go with
option (e.) above and to follow-up with option (b.).

There being no further business, the meeting adjourned at 12:00, August 30,
1983.
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CHANGES IN FEDERAL UNEMPLOYMENT TAX CREDITS UNDER THE
TAX EQUITY AND FISCAL RESPONSIBILITY ACT OF 1982

SUMMARY

Since the mid 1S70s, this notion's unemployment insurance system has been
placued with shortages of funds for administrative purposes and for payment
of unemployment compensation. The Tax Equity end Fiscal Responsibility
Act of 1982 (TEFRA) made changes to the unemployment tax system which
provided additional aoministrative funds end which were intended to bolster
the state trust funds wused for payment of unemployment benefits. The
chenoes which provide additional administrative funds were implemented in
1983.* Alaska strongly supports the 1983 TEFRA changes. However, the State

cannot support the changes scheduled for implementation in 1985. In that
year, states must adopt a maximum tax rate of at least 5.4 percent or face
the prospect of employers in the state losing federal tax credits. The

loss of tax credits would cause employers to make additional contributions
to the‘feoeral unemployment insurance system.

If the intent of the 1985 TEFRA revisions was to encourage increased tax
collection efforts by those states which have failed to provide collections
necessary to finance unemployment compensation, the legislation «clearly
fails to fulfill its objective. When TEFRA was passed in 1982, only three
of the 30 states affected by the revisions had insolvent trust funds, while
13 oi the 20 stales not affected by the revisions were insolvent. Clearly,
the legislated attempt to increase tax collection efforts fails to affect
the majority of states that have demonstrated by their insolvency that
increased revenue is necessary;. ]n addition to the misdirected encouragement
of fiscal responsibility, the 1985 TEFRA revisions are likely to cause some
states to reverse fiscally responsible acfions of the past.

Although technical problems associated with adopting a 5.4 percent state tax
rate ere not insurmountable, adoption of that state tax rate may redistribute
the burden of financial support of the unemployment insurance system among

employers and could upset the program balance that some states have achieved.
The cause of the redistribution and imbalance is TEFRA*s focus on tax rates

rather than tax effort. Tax effort depends on the amount of earnings sub-
{ect to tax as well as the rate at which those earnings are taxed. Although
he State of Alaska mildly objects to the 1985 TEFRA revisions because
they fail to encourage fiscal responsibility where a need for such respon-
sibility has been demonstrated, we strongly object to the failure of the
law to recognize collection efforts other than .increases in tax rates, the
treatment (under the 1985 TEFRA revisions) of s'tctes that have demonstrated

fiscal responsibility adds insult to injury because other tax effcrts--such
as employee contributions and high tax bases--are recognized under provisions
decline with states thax have insolvent trust funds.



As is often the case v;ith federal interlention in the unemployment insurance
system, compliance with the revisions is optional. However, the incentive
to comply with the 1985 TEFRA revisions is so strong that “mandate” is an
accurate"description of states' potential courses of action. This paper
discusses potential state actions, but the only attractive option is a
revision of federal lew. A revision need not remove the incentive to
increase tax efforts at the state level; it could simply, give states the
flexibility to demonstrate effort in ways other then tax rates. W urge
others to “join the campaign to revise the TEFRA provisions so that states
have a voice in the determination of tax effort.
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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 their payroll to both the federal end state partners. Contribu-
tions to the federal government ere used for program administration and for
unemployment compensation for which the federal government is liable. Con-
tributions to state governments are used only for payment of unemployment
compensat i on.

In recent years, the federal unemployment insurance tax has been 3.4 percent
of the first S6,000 paid to each employee in each calendar year. owever,

employers could receive credit for contributions made to an approved state
unemployment insurance program. These tax credits could reduce employers'
net tederal contribution to .7 percent of the first 86,000 paid to each
employee in each year, or S22 dollars per employee. Each state was free to
set a"tax hese (the amount of earnincs subject to state tax) and contribution
rates which it deemed sufficient to support the unemployment compensation
paid through its own program. However, full federal credit could be obtained
by ell employers in a state only if the tax base was at least 86,000 and the
highest state contribution ret.e was at least 2.7 percent. Alaska's tax base
in 1983 is 8?0,2Dn, and Alaska employers pay state rates that range from 1.0
percent to 3.8 percent.

REVISIONS TO THE CONTRIBUTION SYSTEM UNDER TEFRA

Contributions to the unemployment insurance system in recent years have
Brovid_ed insufficient administrative funds and have seriously underfinanced
enefit pavments in many states. It was in this context of inadequate federal
administrative funds and insolvent state trust funds that system changes
were made by the Tax E(}uity and Fiscal Responsibility Act of 1982 (TEFRA).
Effective in 1983, the federal unemployment insurance contribution rate was
raised to 3.5 percent and the federal tax base was increased to 87,000.
The provision for a federal tax credit of 2.7 ;percent .for contributions to
an approved state program was unchanged, <o contributions to the federal
government by employers eligible for full federal tax credits were increased
by 814 to 856 per employee per year.

The 1983 7EFFA changes also had an impact on state financing of unemployment
compensation. In those states which use the federal tax base as the amount
of earriinos subject to state tax, the acceptance of a higher tax base can
increase revenue to state unempl oyment insurance proorams.



TEFRA el so included revisions scheduled for imp! ementetion in 1985. In thct
veer, the feoerel contribution rete will 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 level) at .8 percent of each employee's
first S7,nnn Of earnings, or $56 per employee per year.

IMPACT OF REVISIONS EFFECTIVE IN 1985

Although the 1985 7E"RA revisions maintain the $56 per year net federal
unemployment insurance contribution that is currently applicable and therefore
agpear to have no effect on employers' costs, that appearance is deceptive.
The revisions effective in 1985 force states with maximum state contribution
rates of less than 5.A percent to choose between 1) increasing their maximum
state contribution rate to at least 5.A percent or ?) allowing some employers
in the state to lose federal tax credits.1 Loss of federal tax ciedits would
cause affected employers to pay additional federal taxes for support of the
unemployment insurance system.

The 1983 TEFRA changes were clearly designed to increase contributions for
both administrative purposes and for state benefit trust funds, but the 1965
changes leave the net federal contributions unchanged and (‘'ere clearly designed
to encourage states to take additional action that will increase their tax
collection efforts.’. Alaska supports national efforts to improve the fiscal
integrity of the unempl oyment insurance system, but we strongly object to

the way--in which the 1985 TEFRA revisions address the problem of insolvent [/
state trust funds.

Although some states or groups of employers may have seen national legislation
as an attractive alternative to state action, we do not believe that the 1985
TEFRA revisions will significantly reduce the number of states with insolvent
trust funds. Insolvency occurs when benefits exceed contributions. The
states themselves have heen given--end should retain--the ability to implement
a benefit schedule of their own choice. Along with that freedom comes the
responsibility to implement an experience rating system that will adequately

ASection 2302(a) of the Federal Unemployment Tax Act (FUTA) allows credit
against federal tax liabilities for amounts actually paid to an approved
state unemployment insurance program. Section 2302(b) of FUIA provides an
employer with additional credit against the tax for the difference between
actual payments to a state S)Aslem and the amount he would have paid "i*
throughout the taxable year he had been subject under such State law io the
highest rate applied thereunder in such 32-month period to any person
having individuals in his employ, or to a rate of 5 A percent, whichever
rate Is lower." Unless a state has a tax rate of at least 5.A percent after
398A, some employers are likely to lose additional credits provided by section
3302(b).



