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support the chosen level of benefits. W ere convinced that tax collection
efforts depend on the amount of earnings subject to tax as well as the
rate at which those earnings are taxed. The T985 TEFRA revisions address
tax rates but ignore the equally important function of the tax base. Fur-
ther, the revisions do not appear to address the problem of solvency where

that problem neeos to be addressed.
Effect on States

If the intent of the 1985 TEFRA revisions was to encourage increased tax
collection efforts by those states which have failed to provide the collec-

tions necessary to finance unemploymentcompensation, the legislation
clearly fails to fulfill its objective.If the legislation doesencourage
increased tax collection efforts, it will oo so primarily in those states
that have the least need to generate additional collections. In addition,

the legislation may have the unintended effect of encouraging states to
reverse fiscally responsible acts of the past.

According to figures published by the Nevada Employment Security Department,
20 states already had maximum tax rates greater than 5.A percent in 1982,
'].f the TEFRA revisions requiring a 5.4 percent tax rate had been effective
in that year, only those states with maximum tax rates below 5.4 percent
would have been affected. Table 3 shows that Alaska is one of the 30

states effected by the 1985 TEFRA revisions.

The significance of this observaton does not lie in the number of states
affected hy the revisions, but in which states are affected. Thirteen

of the 20 states whicn would not be affected by the federal revisions have
insolvent state trust funds:. ]n addition, only one of those 20 states has a

Experience rating is a system whereby employers are assionen reduced
contribution rates if they demonstrate a history of low unemployment risk

for their employees. Theoretically, experience rating should increase
employers' motivation to stabilize employment end to monitor the claims of
the unemployed. When benefit payout is high and there is a needfor addi-
tional tax collections, states with alow tax base must place more and
more employers in higher tax brackets. As employers crowd into the higher

tax brackets, the experience rating concept is eroded; a good record of
unemployment risk has diminished influence on tax rates when ell employers
are at or near the top of the tax rate schedule.

We realize that some states may face great difficulty in moving tax in-
creases through state legislatures end that states may therefore passively

await federal "mandates” to increase taxes. We also realize that the
simple solution to the erosion of experience reting--inc<-easing the tax
base--is unpopular in the majority of slates which still wuse the antiquated
"reserve ratio"™ experience rating system. (A mathematical quirk in that
rate-making formula causes tax rates to rise when the tax base is increased.)
However, we believe that adjustments to experience ratingsystems should

be made by me individual states, not by the federal government.
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tax base greater than $9,000 end only three hcye £ ratio of trust fund bal-
ance to total waoes that exceeds one percent." Of the 20 states that wouid
be effected by the revisions, only three ere insolvent, eight have c tax base
greater then $9,000 end 15 have e ratio of trust fund belence to total wages
that exceeds one percent.

Clearly, the legislated attempt to increase tax collection efforts fails tu
effect the majority of states that have demonstrated by their insolvency
that increased revenue is necessary. The law does affect many states which
have a trust fund of a size that indicates that acoitional collection efforts
are unnecessary. Further, the lew affects many states that have responded
to the neeo for increased tax collectionsby increasing their tax base as an
alternative (or supplement) to increased tax rates.

For those states that have already raised their tax base above the federal
tax base in order to keep pace with increases in wages and unemployment
compensation, the federal revisions ere particularly ,troubl esome. The new
federal law may be counterproductive because it encourages states to reverse
the fistallv responsible act of increasing their tax base. Although we mildly
object to the law because it fails to encourage fiscal responsibility where
a need for such responsibility has be'-n demonstrated, we believe that the
indirect encouragment for states to lower their tax bases is unconscionable.
Lower tax bases diminish the ability of states to control total tax revenue
end can distort an otherwise equitable distribution of program costs.

Effect on Employers

Adoption of a maximum unemployment tax rete of at least 5.4 percent is a
state option. If a state fails to implement a tax rate at or above that
level, some employers in that state may lose a portion of the additional
credits granted bg section 3302(b) of the Federal Unemployment Tax Act (FUTA).
The attached table showsthe cost toselected Alaska employers under the cur-
rent contribution rate schedule and under the following scenarios applicable
after 19S£: 1) A.iska's maximum tax rate remains at 3.8 percent; arid 2)
Alaska adopts ¢ 5.4 percent maximum tax rate with no change in the tax
base. The impact of these scenarios on various croup: of employers is
Summarized below.

low Wage/Low Rate Employers

Employers wh oay annual wages umer S7,000 and contribute at the minimum
state t-'- rate willbe strongly affected if the state does not adopt a
b. * peTcent maximum tax rate. These employers would lose federal tax
credits and thus pay additional federal taxes. The maximum additional
federal tax would be $112 per employee for employers, paying annual
wages of 57,000. In Alaska, trade and service employers tend to be in
this category.

"The ratio of trust fund balance to total wages is a measure of the adequacy
of the trust fund. The one percent level is arbitrary. All figures con-

cerning tax rates and tax bases ere for 1982, the latest year for which
date are available.



Annual Average F.arnings per Fmpl oyee

t,i,non 13,non  $5 ,rino 17, nno in.ooo 19,000 $io, non 111,non $20,000

Alfiskrl  TfIXPS
CurrenT
Minimum  (1%) n 130 $ BO $ 70 1 no $ oo lino 1110 1 200
Maximum (3.H%) 3A UA no 266 A1 3A2 3no /11n 760
After 100A
Minimum fit) 10 30 BO 70 no 90 100 1;0 200
Maximum (3.n%) 3n 1H rn 266 30A 3A2 3no Ain 760
5. At After ioaa
Minimum (1%) 10 30 BO 70 no 00 100 110 200
Maximum (B.AX) BA 162 270 370 A32 Ann BAO 59A 1,0Nn0
Federal Taxes
Current
Normal Tax n 2A 20 B6 56 56 56 56 56
Additional Tax 0 0 0 0 0 0 0 0 0
After 19VA
Normal Tax n 2A A0 56 56 56 56 56 56
Additional Tax 16 Al no 112 7A 36 0 0 0
B.A% After [CRA
Normal Tax n 2A <0 56 56 56 56 56 56
Additional Tax 0 0 0 0 0 0 0 0 0
Total Taxes
Winimfim lax Hal,e
Current in BA 00 126 136 1A6 156 166 256
After 19RA 3A 102 170 23n 210 102 156 166 2B6
5.a% Arier lon/i in BA on 126 136 IA6 156 166 256
Increase** (16) (All) (00) (112) (/A) (36) 0 0 0
Maximum Tax Hale
Current A6 13n 230 322 360 3on A36 ATA R16
After iora 02 1116 310 A3A A3A A3A A36 A/A BIG
6. IT. ATl o- 19RA 62 106 310 A3A Ann 5A2 506 650 1,136
Increase** 0 0 0 0 BA ion 160 176 320

“Contributions under current law assume a state fax base of 120,200 and a meximum state tax rate of 3

**" increase" refers to ndclitional taxes owed I employers ir the state Adopts a maximum fax rate of 5. AX
after ion/l, negative numbers show savings associated with adopting a maximum tax rate of 5A% relative
to retaining the current law after 10Rd.



Low Uege/Hich Rate Employers

Employers who pay annual WAJES under $7,000 but contribute ct the
maximum state tax rate would pay increased taxes regardless of which

alternative is chosen. Contributions to the state by this croup of

employers would, of course, be higher if the maximum state tax rate
were increased to 5.4 percent. However, the increased state contribu-
tion under a 5.4 percent state tax rate would be the seme amount that
would be paid in additional federal taxes if a 5.4 percent state tax
rate were not adopted. The sum of federal end state contributions
would therefore be the same for this group of employers whether or
not the state adepts a 5.4 percent maximum tax rate. Although total

contributions would be unchanged, a larger share of total contributions
would go to the feoeral government if the state does not adopt a
maximum state tax rate of 5.4 percent. In Alaska, many fish processors

are in this croup of employers.
Hi oh Wage Employers ;

Linder Alaska's current maximum tax rate of 3.8 percent, employers
paying annual average wages of at least $ 0,000 would earn sufficient
federal tax credits to offset the loss of tax credits on wages below
$7,000. That is, there would be no net loss of federal tax creoits--
and no additional federal taxes owed--bv these employers even if the
state does not adopt a 5.* percent maximum tax rate. If the state
does adopt a 5.4 percent maximum tax rate, 'the amount of state con-
tributions owed would depend on the tax base adopted by the state and

the tax rate assigned to the employer.

For those employers paying annual average wages between $7,000 and
$1 0,000, total contributions can decline as wages increase. Between
those levels of earnincs, the gain in federal tax credit may exceed
the higher taxes owed to the state. (See attached table.)

Impact ori the Equity of the State Program

Alaska faces no significant technical problems in ado;ting a 5.4 percent
State tax rate; our objections to the 1585 TEFRA revisions focus on the
camace to Alaska's "user pay" philosophy of financial support ror unemploy-
ment compensation. As the attached table shows, adoption of a 5.4 percent
state tax rate will redistribute the tax burden among .Alaska employers.

Alaska expended a good deal of effort to develop a contribution system
tna.l fits the needs of the state. In Alaska, many high-waoe occupations
tend to he seasonal, which allows employees in those occupations to collect
unemployment compensation respite their high earnings. Py raising the
tax base while lowering tax rates, Alaska has been able to redistribute
program costs so that employers in hich-waoe, seasonal industries contri-
bute approximately as much as employees in those industries draw in unemploy-
ment compensation.

Adoption of a 5.4 percent state tax rate without a corresponding reduction
in the tax base would cause Alaska to collect contributions that are un-



necessary. Alaska's benefit payment account is coequale and our contribu-
tion system is designed to protect the financial integrity of the fund in
the future. Alaska has accepted the responsibility of providing adequate
funds for wunempl oyment compensation and currently collects a maximum tax
over twice as large as the S378 annual contribution that the feoeral re-
visions attempt to encourage. Unless adoption of ¢ 5.4 percent state tax
rate is accompanied by a corresponding reduction in the state tax base,
potential employer contributions at the maximum rate would increase by 42
percent to nearly SI1,100 per employee per year. 3n order to avoid this
unnecessary drain on the state economy, Alaska may be forced to reduce its

tax base.

A reduced tax base is objectionable net only because it implies acceptance
of the federal view that tax effort can be measured by :ex r?tes instead
of by tax rates and tax base in combination, but also because a reduced
tax base would introduce serious problems of equity. The above discussion
mentioned that the tax oase can be used to redistribute the tax burden
among employers. A lower tax base in Alaska would disturb the balance we
have achieved in this area.

)n addition, a reduction in the state tax base would disturb the balance
between benefit eligibility and taxes paid. Unless the tax base is equal
to the amount of wages that are used to compute the amount of weekly com-
pensation a claimant may receive, the system is unbalanced. If the tax
base exceeds the earnings used to determin? benefit eligibility, tax°s ere
being paid on wages that cannot contribute !o claimants’ compensation.
If the tax base is set at a level belowthe amount of earnings wused to
determine benefit eligibility, compensation is being paid on wages that
have no correspondi ng tax liability.

]f the Alaska Employment Security Act had been revised to ensure a maximum

tax rate of 5.4 percent in 1982 under thecurrent rate formula, adequate
collections would have been obtained at atax base of 533,700. Alaska's
benefit schedule currently reaches a maximum at 536,000 in annual earnings
and the state is preparing legislation to extend the schedule to 520,200,
which is the 3983 -state tax base. The options for designing a benefit
schedule that peaks at 532,700 in annual earnings erenot attractive to
the state.

Impact on Program Costs

The costs associated with the decision to adopt a 5.4 perct.it state tax rate
are difficult to estimate because there are many options and the cost of
each option may change over time. One approach is to examine the effects of
retaining the current law. Under this approach, it is clear that some em-
ployers will lose federal tax credits and will therefore have greater federal
tax liability if a 5.* percent maximum state tax rate is not adopted.
This option could drain an additional 52 million per year from employers
in Alaska. The aoditional contributions would go entirely to the federal
government.

jf Alaska does adopt ? 5.4 percent state tax rate, any additional contri-
butions would go to the state trust fund rather than to the federal govern-



ment.  There ere several o?tions that could maintain total state collections
at the current level, but all of the options redistribute the tax burden among
Alaska employers. ~ 3n summery, failure to adopt a 5.4 percent maximum state
tax rate will redistribute the tax buroen among employers i.nd increase total

contributions, while the impact of adopting a 5.4 percent maximum state tax
rate may be limited to a redistribution of the tax burden.

OPTIONS FOR ACTION

Under current federal law a "no action" option would cost Alasxa employers
er. estimated S2 million per year in increased contributions to the federal
Government. Uniess it can be shown that a "no action" option is preferable
to the distortion that would be introduced by adopting a 5.4 percent state
tax rate, failure to act is obviously not an economically attractive option.

Another option is to work to enact a change in federal law that will recognize
Alaska's tax collection efforts end will revise the criteria Tor obtaining
federal tax credits. This option is clearly preferable to the "no action"
alternative, but there is limited time to enact revised legislation before
the scheduled implementation date of 1985.

Prior to the implementation date, the state may wish to examine alternatives
that meet the requirements of the law to determine which alternative intro-
duces the least amount of distortion to the present system. State action in
this direction need not preclude attempts to revise the federal criteria.

Some options for state action are discussed below.
Incl uoe Employee Contributions in the Definition of Tax Effort

Alaska is one of three states in which employees contribute to the unemploy-
ment insurance system. In Alaska, employees provide 18 percer*-. uf the contri-
butions to the state trust fund. Despite this significant support, the
Feoeral UnemEonment Tex Act does not recognize empl oyee contributions as ¢
pen cf Alaska's tax effort for purposes of determining normal federal tax
credits., The Act does, however, include employee contributions in the
definition of "employer contribution rete" for purposes of determining federal
tax credits in those states that have insolvent state trust funds and have
outstanding advances under Title XI] of the Social Security Act.

]rf employee contributions were included for normal FUTA tax credit purposes,
he impact cf increasing Alaska's maximum tax rate to 5.4 percent would be
diminished by about one-third. State action to consolidate employer and
employee contributions might face a legal challenge if mme employee contri-
bution were then interpreted as c deduction frcnemployees'paychecks for
the purpose of paying employers' taxes. A better approach toward the coal
om achlevm? recognition of employee contributions is tO.B'Sh for a revision
of federal law so that the rules concerning employee contributions are applied
consistently, whatever the approach on this issue, action taken to ensure
recognition of employee contributions can be wused in combination with,
rather than as a substitute for. other actions discussed below.



Assign the Maximum Rate only to Delinguent Employers

Federal law may allow full federal tax credits to employers in those states
that charge a 5.4 percent rate to sore or all delinquent employers, even
if no other employers are charged that rate. Section 3302(b) of the Federal
Unemployment Tax "Act (FUTA) states that ell employers in a state may be
elioible for full federal tax credits if the maximum state tax rate is at
least C.4 percent (after 1984) and any reouced tax tales .meet the criteria
of Section 3303. The provision allows employers to claim federal tax
credits each year as if they had been subject under state law to "the
hiohest rate applied thereunder in such 32-month period to any person
"navinc inoiviouais in nis empioy, or to a rate of 5.4 percent, wnichever
rate .is lower.” (Emphasis added.)

Section 3303 of FUTA discusses criteria for assigning reduced contribution

rates. That provision says that for a pooled benefit payment account such
as exists in Alaska, a "taxpayer shall be allowed an additional credit
under section 3302(b) with respect to any reduced rate of contributions
permitted by State lew" if reduced tax rates ere assigned solely "on the
basis of- his (or their) experience with respect to unemployment or other
factors hearing a direct relation to unemployment risk."

The implication of these provisions is that all employers could be assigned
a standard tax rate of 5.4 percent, with reductions from .that rate assigned
to non-delinouent employers on the same basis as is currently accepted by
the Secretary of labor for rate assignments in Alaska.The 5.4 percent

tax rate would then bethe standard rate and ¢y reductions from that
rate would be based onan  accepted experience rating system. The fact-
that some employers would be mineligible for reduced tax rates because of
their delinquent status is irrelevant; the law does not require states to
grant reduced rates, itrequires only that no reduced rates be granted
unless they are based solely on employers’ experience with respect to
unemployment or other factors oearino a direct relationship to unemployment
risk. This option appears to meet the legal criteria for obtaining the
additional tax credits allowed under the Federal Unenmpl cyment Tax Act.

Add a Rate Class with a 5 4 Percent Rate

Addition of a rate class to Alaska's experience rating system is a potential
solution to the problem of assigning a 5.4 percent state tax rate. As an
example, rate class 2d could be redefined to include employers whose
payroll consists of™A.gg percent of total statewide payroll instead of the
current .5 percent. Employers with the remaining .03 percent cf total

“Alaska's experience rating system currently includes 20 rate classes,
each containing five percent of total statewide payroll. Starting with
employers with the best unemployment experience, employers are pla.ed in
rate class 3 (lowest tax rate) until five percent of total statewide
payroll is accounted for. The next-best-ranked employers are placed in
rate class 2 until it also contains employers whose total payroll equals
five percent of total statewide payroll. This continues through all 20
rate cl asses.



statewide payroll would then be assigned to (the new) rate class 21
Employers in" that rate cl ess would be assigned a contribution rate of 5.4

percent. This alternative would probably effect fewer employers than the
option discussed above particularly if delinquent employers were no

longer assigned the hignest tax rate on the rate schedule.

The above options would introduce minimal distortion to the current program,
but their legal support should be examined before implementing them. Other
options involving adjustments to the state tax base could ensure a state

tax rate of 5.4 percent while maintaining secure legal standing. The most
actrective option is to work toward a revision of federal law; that option

would cause no distortion and would leave no grc-ncs for legal challenge.

RECOMVENDED REVISIONS TO FEDERAL 1AN

This paper has shown that tax effort can be measured sonly by considering
both the amount of wages subject to tax and the tax rate applied to those
wages.. The 1985 TEFRA revisions focus only on tax rates and therefore
penalize those states that have increased their tax efforts by increasing
the state tax base. Incorporation of provisions similar to those adopted

recently in Public Law 98-21 would substantially alleviate this penalty.

Public Law 98-21 revised the formula for computing the tax effort of states
that have outstanding advances from the federalegovernment. The revised
formula recognizes the role of the state tax base in determining tax effort
and may grant edctional credit to employers in states which have a tax
base higher than the federal tax base.

K a similar provision were applied to the tax credits available to those
states without insolvent state trust funds, the penalties (in the form of
lost federal tax credits) scheduled to take effect in 1985 would be de-
creased, but a problem would still exist. The problem relates to the
amount of tax effort that is required in a state. States with liberal
benefit provisions obviously need a greater tax effort than states with
stringent eligibility requifements enc/or lew levels of unemployment com-
pensation.

The level of tax effort that is adequate for a state is easy to determine;
if total revenue to a state tt.st fund equals or exceeds benefit payments
in the long-run, tax effort in that state is adequate. Determination of
the tax base and tax rates used to produce the necessary revenue is the
responsibility of the state*'. When states fail to accept that responsi-
bility. federal action shoul be taken. The number of states with insolvent
trust funds indicates thr-t federal action is needed now. This paper has
shown, however, that the 1985 1EFRA revisions fail to address the solvency
problem where it needs to be addressed.

A provision that bases federal tax credits on aoeouacy of contributions

rather than 5|mplty on maximum tax rates would be fair to all states and
would allow the flexibility for state action that is necessary in a true
partnership. W strongly urge that federal law be revised to reflect the
principles of equity arid flexibility.



HAINES CHAMBER OF COMMERCE

P.0. BOX 518
HAINES, ALASKA 99B27

Mar® 3. 81

Senator Richard I. Eliason

The Alaska State Chamber of Commerce has advised us the
Senate Labor and Commerce Committee has introduced SB-523
dealing with unemployment Insurance; which increases max—

imum weekly benefits from $156.00 to $198.00 per week.
With the economy in a poor state in our area, the feeling

of small business is that a raise at this time is inadvis—

able.

We do not understand how this raise could decrease any—

thing for the small business man, contrary to labors st”~nd.
We would like to see this bill tabled for the present.

Sincerly,

Jane Bell
Ex. Sec. Chamber of Commerce

NORTHERN OATEWAY TO THE ALASKA MARINE HIGHWAY
HOME OF THE FAMOUS CHILKAT DANCERS



March 29, 1984

Dear Rtc-Wxrd

This is concerning the proposed legislation SB 525. Regarding the
denial of unemployment compensation for the nine and ten month
classified employees of the school district.

We would like to state our objections to this legislation:

1) We are not employed during the sui "er months, which would
mean no income.

2) We are being discriminated against. Other employees of the
school district are covered or have the option to be covered
during the full 12 month period. We have no such opportunity.
Furthermore, no employer will hire someone to work for them
for just 2 months at a comparable pay scale.

3) We are being singled out as a group and being denied this
unemployment compensation when we pay in to this program
out of our pay checks.

In conclusion, the undersigned classified employees of the Fairbanks
School District would appreciate your "NO"™ vote on the above legis—
lation .



P.0. Box 1237
Seward, Alaska 99664
April 27, 1984

Senator Richard Eliason
Pouch V
Juneau, Alaska 99811

Dear Senator:

It has come to my attention that there is a bill before the legislature
that, among other things, will do away with the classified school employees”
right to draw unemployment compensation during the summer months.

lam a single parent and work only 9°s months. I prefer to spend my
summer months with my daughter; however, do work as a substitute in
clerical positions when there are temporary summer jobs available that
I can cover. My salary during the 9h working months is not enough to
be able to save enough to cover expenses during the summer months. I
do rely on the unemployment compensation in the summertime as | have

a house payment, car payment, utilities, food, etc. that still need to
be taken care of. 1 know there are many other school employees in the
same situation.

Until two years ago my salary was low enough that my daughter was eligible
to receive the reduced lunch rate (20C per meal vs. the full price of

$1.60). My salary now is just above the limit. There are many school
district employees that still qualify for the free and reduced lunch program.

1 would urge you to vote against any bill that would take .away our righL
to unemployment compensation.

Thank you for your attention.

Sincerely,

Marilyn K. Pollard



Box 1096
Seward, Alaska 99664

Senator Richard Eliason
Pouch V
Juneau, AK 99811

Dear Senator:

I understand that Senate Bill 525 (now in Finance Committee) will soon
be cn the Senate floor. Among other things contained in this bill is a
clause deleting unemployment benefits for classified school employees
during the summer months. For the record, and since this bill seems to
be a perpetual one around the legislature each year, |1 would like to
help you understand the plight of 9 and 10 month classified School
District employees.

As a member of the Kenai Peninsula Borough School District Classified
Association, I know that our employees have some benefits not enjoyed by
other school districts, and since this is so, the majority of School
Districts "classified employees have a hard lot.

KPBSD classified employees who work 9, 9%s,and 10 months work for lower
than average pay in their respective jobs, receive nf annual leave,
receive no pay for Christmas vacation, Good Friday, or Spring Break, and
are scheduled to work only 180 to 210 days per year. Several of the
lower paid employees also work short days; i.e., 6 or7 hours per day,
which means an additional hardship. We have KPBSD employees whose
children qualify for reduced lunches.

Knowing these things, and assuming that such wages do not facilitate
saving enough money to get through the summer, I sincerely hope you will
not bring further hardship on our people by allowing them to remain
penniless through the summer months.

Our people do not receive a contract in the spring for return in the
fall. Instead we receive a paper called "Classified Employees Personnel
Action"”, with the words INFORMATIONAL PURPOSES ONLY - NOT A CONTRACT

firmly emblazoned across the top.

1 am not as familiar as | would like to be with the Anchorage School
District"s agreement with their employees; however, 1 know it has much
better benefits than ours, including annual leave. Therefore, perhaps
the Anchorage Senators are unaware of the plight of other school
district classified people.

Sincerely

DONNA I.. KOWALSKI.
Secretary

P.S. Take tb" flight of a 6-hour a day assistant cook who works 180
days a year for a salary of 8.40/hour = under $10,000 per year. This
/erson may be making a small monthly payment (along with paying the
rent, food bill, utilities, etc.; How will they get along after
deductions?
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April 6, 1984

Ms. Jane Eell, Executive Secretary
Haines Chamber of Commerce

Box 518

Haines, Alaska 99827

Dear Ms. Eell:

Pouch V
State Capitol
Juneau, Alaska 99811

Thank, you for contacting me regarding SR 525, relatincr to unemployment

insurance.

Your letter has been forwarded to Senator Eliason, Chair of the Senate

Labor & Conmerce Committee, for the committee®s consideration.

Thank you for letting me know of your concerns.

Sincerely,

JK/j1/blm



LAUREL A. KENT
96-A Trinidad St.
Fairbanks, Alaska 99701

March 29, 1984

The Honorable Richard 1. Eliason, Chairman
Senate Labor and Commerce Committee

Alaska State Legislature

Pouch V (MS 3100)

Juneau, Alaska 99811

Dear Senator Eliason:

Re SB 525, | find it hard to imagine that responsible state officials would even
consider passage of such ridiculously foolish legislation. Perhaps you are
unaware of the extensive training required for some of the 9- and 10-month
positions. Your bill could force extremely valuable and hard to replace people
to seek employment elsewhere or, alternatively, to Ilobby for year-round pay
arrangements equal to that of regular teachers. You also run the risk of
reducing the quality of persons willing to accept these very difficult and often
thankless jobs.

Passage of your proposed bill would essentially force every employee (most of
whom % ve held these positions for many years and are extremely competent) who
is dependent on a vyear-round income to reconsider their needs, and you
effectively reduce the labor pool for these positions to only those people who
can™ find any other jobs. Are these the level of people you want to take care
of your children? How about the more specialized positions, i.e., teacher's
a”das in special education, where lives could be endangered? Do you want to be
responsible for risking the loss that could occur through employing less
competent people?

1 assure you there are many of us who would be placed in untenable positions
through passage of SB 525 and 1 believe the resulting problem would be ten times
more costly in the long run. Do yourself a favor, you already look ridiculous
for allowing SB 525 to be introduced. Kill it now. Surely our state leaders
have enough imagination and insight to come up with something better than this?
How about a reduced salary spread over 12 months? It would solve both problems.

cc: Kenneth Burnley, Superintendent of Schools
Senate Labor and Commerce Committee
1 Bob Mulcahy
2. Fritz Pettyjohn
3.  John C. Sackett
4. Patrick Rodey
Senator Don Bennett
Senator Bettyc Fahrenkamp
Senr :or H, Pappy Moss
Fairbanks Daily News Miner



Serrf- fo finance,

March 29, 1984

Dear Richard 1- Eliason,

This 1is concerning the proposed legislation SB 525. Regarding the
denial of unemployment compensation for the nine and ten month
classified employees of the school district.

We would like to state our objections to this legislation:

1) We are not employed during the summer months, which would
mean no income.

2) We are being discriminated against. Other employees of the
school district are covered or have the option to be covered
during the full 12 month period. We have no such opportunity.
Furthermore, no employer will hire someone to work for them
.for just 2 months at a comparable pay scale.

3) We are being singled out as a group and being denied this
unemployment compensation when we pay in to this program
out of our pay checks.

In conclusion, the undersigned classified employees of the Fairbanks
School District would appreciate your "NO" vote on the above legis—
lation .

Sincerely,
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March 23, 1984

Senate Labor and Commerce Committee
and
Fairbanks Area Legislators

Alaska State Legislature
Pouch V (MS 3100)
Juneau, Alaska 99811

Dear Legislator;

This letter is written to express my concern regarding
S.B. 52b.

This bill discriminates against school district employees.
They are being denied by this bill unemployment benefits,
during the summer months when they are unemployed, and
willing to work.

The bill is completely unfair singling out a segment of

the work force. It is contradictory in that the employees
are denied the benefit of a yoar credit 1in their retirement
by the State of Alaska on,the one hand (the State by this
action saying they are unemployed for 2 to 3 months of the
year) and then reversing their stand by stating they hove a
12 month job and are thus 1ineligible for unemployment comp-
ensation.

I am deeply concerned that any such legislation could even
come out of committee. This bill would create an undue

hardship on many people who are sole support of theit families

Some would be forced to look for other permanent employment.
This bill would effect lower income people while those who

earn large salaries on the north slope would continue to reap

benefits.

Your assistance 1in defeating this bill is appreciated.

Sincerely,



March 23, 1984

Senate Labor and Commerce Committee

and
Fairbanks Area Legislators

Alaska State Legislature
Pouch V (MS 3100)
Juneau, Alaska 99811

Dear Legislator;

This letter 1is written to express my concern regard ing
S.B. 525.

This hill discriminates against school district employees.
They are being denied by this bill unemployment benefits
during the summer months when they are unemployed, and
willing to work.

The bill is completely unfair singling out a segment of

the work force. It is contradictory 1in that the employees
are denied the benefit of a year credit 1in their retirement
by the State of Alaska on, the one hand (the State by this
action saying they are unemployed for 2 to 3 months of the
year) and then reversing their stand by stating they have a
12 month job and are thus ineligible for unemployment comp —
ensation.

I am deeply concerned ..hat any such legislation could even
come out of committee. This Dbill would create an undue

hardship on many people who are sole support of their families.

Some would be forced to look for other permanent employment.
This bill would effect Ilower income people while those who

earn large salaries on the north slope would continue to reap

benef its.

Your assistance 1in defeating this bill 1is appreciated.

Sincerely,



March 2L, 1984

S.R. Box 60600
Fairbanks, Ak 99701

Senate Labor & Commerce Committee
and

Fairbanks Area Legislators

Alaska State Legislature

Pouch VvV (MS 3100)

Juneau, Alaska 99811

Dear Legislator:

I am writing to express my concern regarding
3. B. 525.

This bill discriminates against school district
employees. They are being denied by this bill
unemployment benefits during the summer mouths
when they are unemployed.

The bill Is completely unfair singling out a segment

of the work force. It is contradictory in that the
employees are denied the benefit of a year credit in

their retirement by the state of Alaska on the one

hand (the state by this action saying they are unemployed
for 2 to 3 months of the year) and then reversing their
stand by stating they have a 12 month job and are thus
ineligible for unemployment compensation.

I am deeply concerned that any such legislation could
even come out of committee. This bill would create an
undue hardship on many people who are sole support of
their families. Some would bo forced to look for other
permanent employment. This bill would affect lower
income people while those who earn large salaries on the
north slope would continue to reap benefits.

Your assistance 1in defeating this bill 1is appreciated.

SlLncerely,



Linda Boisseau
706 24th. Avenue
Fairbanks, Alaska
99701

Senate Labor and

Commerce Committee
Chairperson Richard Elic.son
Pouch vV (MS 3100)
Juneau, Alaska
99811

Dear Mr. Eliason:

Please find enclosed three letters that | have sent
to my legislatures, concerning SB 523. i have urged thenm
all to vote NO on that specific bill, as | feel it is most
unfair.

Thank-you for your time.

Sincerely,

Linda Boisseau



Linda Boisseau
706 24th.Avenue
Fairbanks, Alaska
99701

Senator Don Bennett
Alaska State Legislature
Pouch Vv (MS 3100)
Juneau,Alaska

99811

Dear Senator Bennett:

Senate Bill 525,which has been introduced by the
Senate and Commerce Committee is another attempt at °
denying benefits to select persons working in the school
district. Specifically,nine and ten month Classified
Employees.

I am the Community School Monitor for Denali Elelemtary
School, here in Fairbanks. | make the salary of $9.04 an
hour, nnd manage to clear $484.33 every other week.If I am
Ndenied unemployment compensation during the period of time
t-chool is not 1in session, then feeding my family,may be
harder then it is at the present.

IfT one seeks employment during the summer,it 1is usually
not a temporary position,but a permanent one. Consideration
on or for any jobs ae then cut down to literally non existence

Classified Emp]nyees in the school district do not have
the same benefits as the Certified Employees,with understanding
But there are many discreptionies;

CERTIFIED EMPLOYEES

Are paid for the entire school year, while many only

work nine months.

Their nine months count as a full year towards their

retirement.

Their personal leave is carried over from year to year.

They are not forced to use. it up before the close of the

school year or lose it.

CLASSIFIED EMPLOYEES

Are not paid for entire year. Only for the nine or

ten month position.

Their nine or ten months service counts as only nine or

ten months service, not an entire year.

Our personal leave has to be used up before the close

of the school year, or it is lost. We are not allowed to

carry it over one year to the next.

Since we do our jobs, we would like to have the
opportunity to draw unemployment compensation during the
period that school 1is not in session.

Please vote NO on SB 525.Thank-you for your time
on this matter.

Sincerely,

O Uju-—

Linda Boisseau



Linda Boisseau
706 24th. Avenue
Fairbanks, Alaska
99701

Senator Pappy Moss
Alaska State Legislature
Pouch V (3100)

Juneau, Alaska

99811

Dear Senator Moss:

Senate Bill 525, which has been introduced by the
Senate and Commerce Committee, 1is another attempt at
denying benefits to select persons working in the school
district. Specifically, the nine and ten month Classified
Employees.

I am the Community School Monitor, for Denali
Elementary School, here in Fairbanks. 1 make the salary of
$9.04 an hour, and manage to clear $484.33 every other week.
If 1 am denied unemployment compensation during the period
that school is not in session, then feeding my family, may
e harder than it is at the present.

If one seeks summer employment, it 1is usually not a
temporary position, but a permanent one.(if you can Tfind one)
Consideration on or for any job are then cut down to literally
non-existence.

Classified Employees in the school district do n>t have
the same benefits as the Certified Employees, with under-
standina. But there are many discreptionies.

CERTIFIED EMPLOYEES

Are paid for the entire school year, while many only
work nine months.

Their nine months are counted as a full year towards their
retirement.

Their personal leave 1is carried over from one year to
the next.

CLASSIFIED EMPLOYEES

Are paid only for their nine or ten months of work.They rely
on the unemployment compensation for their time off in the
summer .

Their nine or ten months of service counts only as
nine or ten months toward their retirement.

Their personal leave is not carried over from year to year.
They are required to take it before the close of the school
year or lose it.(Three days of personal leave)

Since we do our jobs, we would like to have the
opportunity to draw unemployment compensation during the
period that school 1is not 1in session.

Please, vote NO on SB525. Thank-you for your time
on this matter.

Sincerely

Linda Boisseau



Linda Boisseau
706 24th.Avenue
Fairbanks, Alaska
99701

Senator Betty Fahrenkamp
Alaska State Legislature
Pouch Vv (MS 3100)

Juneau, Alaska

99811

Dear Senator Fahrenkamp:

Senate Bill 525, which has been introduced by the
Senate and Commerce Committee, 1is another attempt at
denying benefits to select persons working in the school
district. Specifically, the nine and ten month Classified
Employees.

I am the Community School Monitor,for Denali Elemen—
tary School, here in Fairbanks. |1 make the salary of $9.04
an hour, and manage to clear $484.33 every other week. |If
I am denied unemployment compensation during the period of
time school 1is not in session, then feeding my family, may
be harder then it is at the present.

If one seeks summer employment, it is usually not a
temporary position, but a permanent one. Consideration on
or for any job are then cut down to literally ron-existence.

Classified Employees in the school district do not have
the same benefits as the Certified Employees with under—
standing. But there are many discreptionies;

CERTIFIED EMPLOYEES
Are paid for the entire school year, while many only
work nine months.
Their nine months counts as a full year towards their
retirement.
Their personal leave is carried over from year to year.
CLASSIFIED EMPLOYEES_
Are paid only for the nine or ten months they work.They
rely on unemployment compensation for their time off.
Their nine or ten month service counts as only nine or
ten months toward their retirement.
Their personal leave 1is not carried over from year to
year. They have to use it up before each school year 1is over.
Since we do our jobs, we would like to have the
opportunity to draw unemployment compensation during the
period that school 1is not in session.
Please vote NO on SB 525.Thank-you for your time
on this matter.

Sincerely,

Linda Boisseau



March 203 1984

Alaska State Legislative
Pouch V (MS 3100)
Juneau3 Ak. 99811

Dear Richard I. Eliason

I have been working for the Fairbanks North Star Borough School
District since 1975 or a total of nine (9) years3 and am a me.mber
of The Classified Personnel Organization.

Every year for these past nine (9) years | have been asked to sign

an "intent"™ form stating (in writing) that | do intend to return to
my job the following school year. While I am asked to sign this form
to guarantee my job3 | have never been asked to sign a contract.

Each spring when school is out I do not have a job for the next
following 2% months until school resumes in the fall. As a result
I have no income for that period of time. | FIND IT IMPOSSIBLE TO
LIVE WITHOUT ANY INCOME DURING THESE 2% MONTHS. However3 | also
find it impossible to get work in imj field for such a short time as
| am still considered job attached, and employers are reluctant to
hire someone for that length of time.

It seems to me the problem could be resolved if employees such as
myself were given an option of receiving their pay on a 12 month basis

| strongly resent the position taken that unemployment benefits be
denied me.

PLEASE3 vote against SB 525.

Sincerely3

Charlotte J, Budy
P. 0. Box 284
Fairbanks3 Alaska 99707



SR Box 40025
1319 Summit Drive
Fairbanks, AK 99701

April 10. 1984

Richard |. Eliason, Chairperson
Senate Labor and Commerece Committee
Alaska State Legislature

Pouch V

Juneau, AK 99811

Dear Mr. Eliason,

This letter is written in supportof SB 525 which would make it impossible
for 9 and 10 month employees of school systems to be eligible for unemployment
compensation during the summer.

I myself am a 10 month administrative secretary of an elementary school
in Fairbanks. Previous to that, | was a 12 month secretary in the personnel
department for the same school district. While in ny previous position, part
of ny duties included processing the hundreds of unemployment compensation
forms that passed through our offices. With each one | would become more and
more angry.

The large majority of people who accept 9 and 10 month positions do so
that they may enjoy the summers off. How can they then turn around and file
for unemployment? |f they need the money durii” the summer, then let them
find employment. These people supposedly go on a work list and are called for
positions for which they qualify - they may turn dowmn the job and still con-
tinue to receive their unemployment if the job offered pays loss than their
current position. W are paid good wages and with se/iority. these temporary
jobs are almost always paid less.

Several of ny co-workers say that the money is there because of the current
law, and thus they will take advantage of it. Ifeel this is wrong and so
is the current law.

| waited for 8 years for the opportunity to transfer to a 10 month position
so that | could have the summers off to enjoy with nmy family. Yes. | took
a pay cut, but that was ny decision. If you qgr.-ried the 9 and 10 month employees,
| bet you would find very few who would move to a 12 month position. Wy
should they when the state makes it easy for them to stay hone in the summer,



enjoy the weather, and each week collect an unemployment check?

The money wasted on this current situation could so much benefit other
areas, such as direct support for education in the classroom.

Thank you for taking the time to read ny letter. | feel this is a
long needed change in the current law.

Sincerely.
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Unemployment Insurance Actuarial Study

an d Financial H andbook

December 1983

Alaska Department of Labor, Bill Sheffield, Governor, State of Alaska
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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 benefit increase proposed in SB 525 to the
1930 law change. However, because of ihe 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 co.ct estimates. Some estimates are out-
lined below.

1979 1983 Percent

benefit schedule benefit schedule Change

Employer Contributions  $64.2 mil lion $73.5 million 14.5%

Employee Contributions  ;14.0 mill ion $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



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 me.

Si ncorplv.

Jim Robison
Commissioner
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DEPARTMENT OF LABOR P.0. BOX 1149
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 down as fast when benefits are raised. The tax base is also expected to
increase somewhat. The projected tax base figures were compiled by the
Research and Analysis section of the Department and reflect an approximate
increase of 2© percent annually. The net result is projected as:

Maximum

Tax Enmpl oyer Employee Total Cost of Increase

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

1985 $22,600 4.08% 4.08% 6% .6% $ 0 $ 0
1986 23,000 3.84 4.02 .5 .6 3.7 million .8 million
1987 23,600 3.70 4.03 5 .6 7.1 million 1.5 million
1938 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 tht federal FUTA
law and save employers in this state between $1.5 and $2.0 mi.'lion 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-Pcbl ic Util.

Wholesale Trade

Retail Trade

Finance Insur-Real Estate
Services

Government

Unspecified

Number of Employers



Bill Sheffield, Governor

DEPARTMENT OF LAW
POUCH K - STATE CAPITOL
JUNEAU. ALASKA 99871
OFFICE OF THEATTORNEY GENERAL PHONE: 19071 485-3600

December 5, 1983

MEMORANDUM

TO: Honorable Bill Sheffield
Governor

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, in—
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
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DRAFT
Under the authority of art. 111, 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 in 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 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 a? often,

the bill accomplishing that: action 1is not signed into lav?
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 certail

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 full credit for the contributions made to
the state unemployment fund unless state law 1includes a

maximum tax rate of at least 5.4 percent, a tax rate which



must actually be assessed against at least one employer in
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 in the State
of Alaska can receive the full credit for their contribu-

tions to the state unemployment trust fund.

Section A 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 were developed in order co 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 Dbill 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 wunchanged. The
amendments contained in sec. 5 will permit the Department
of Labor to administer the program in a manner more likely
to accomplish its purpose, i.e., to provide additional
wage replacement income to claimants with dependents. The

present lav; artificially and perhaps unreasonably



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 involves 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 in the same way that

other wage replacement payments are presently deducted.
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Sections 8, 9, and 11 of the bill are responses to changes
in federal law which directly effect the administration of
our unemployment insurance 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 is 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
rights. A waiver of benefit rights is prohibited by sec.
303(a)(1) of the Social Security Act and AS 23.20.395.

Section 10 of the bill closes a "loophole" in the current
unemployment insurance 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 ic.

Sincerely,

Bill Sheffield
Governor



Alaska Tomorrow

The Actuarial Unit of the Research and Analysis Section has used two computer models since 1978 to aid
in the analysis of proposed legislation. One model enables rapid and accurate computation cf an average
payment for a variety of benefit schedules. Once a relationship isestablished between the current schedule
and an alternate schedule, a second mathematical model uses the established relationshio to project costs
and other significant variables under three different scenarios. Inthis way itis possible to evaluate a variety
of changes to the law which would have a financial impact on the Trust Fund.

The following four exhibits are the output from the mathematical model designed to simulate various
actions affecting Alaska's unemployment insurance system. All four runs use the same assumptions: that
the number of claimants, total earning and financing provisions are the same for each alternative. By
holding input assumptions constant, the effect of a specific change in state law can be evaluated.

The current system is th *basis for comparison. Exhibit 9 was run using the most likely growth scenario
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under (he assumption that no changes will occur in either financing Drovisions of the law or in benefit
provisions. In the years 1986. 1987. and 1988. the average insured unemployment in this scenario is
assumed to remain unchanged. In spite of this, the benefit cost rate drops year to year, even though the
actual amount of benefits paid increase. This displays the impact of inflation where benefits do not increase
as rapidly as wages. The S156 cap in maximum weekly benefits prevents more and more claimants from
achieving the intended return of 50 percent of their own average weekly wage.

Exhibit 10 assumes that the maximum WBA will increase to $198 effective January 1 1985 but that
everything else will remain unchanged. This model demonstrates the effectiveness of the self-correcting
feature of the current tax system. Without a change in the tax rate schedule, the benefit cost increases
cause an increase intax rates over the prior scenario. The benefit cost rate will still drop, indicating a need
to frequently adjust the benefit maximum as long as wages increase through inflation

Exhibit 11 assumes that alternative #2 inresponse to TEFRA would be pul into effect along with increasing
maximum WBA to $198. Since we are looking at millions of dollars, the impact of the 21 st rate class at 5.-1
percent cannot be detected ftwas expressed earlier that this alternative would have the least impact on
employers' state unemployment insurance contributions, while preserving the full 5.4 percent FUTA credit
for certified employers.

Exhibit 12 shows the impact of reducing the tax base to 50 percent of average annual wage, along with the
increase of maximum WBA to $198. Although no maximum of 5.4 percent employer tax was specified for
this example, the maximum exceeded 5.4 percent in all years shown from 1985 through 1988. Total
employer tax collections remain unchanged; however, in this example the proportion of taxes from
low-wage employers would increase.

Exhibit 10
Trust Fund Model
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the claimant sfJb be promptly notified of th”jetermi nation and the
reason for it.”ie claimant may appeal the d”~Pnination in the same
manner prescibed in this chapter for appeals of initial determin—
ations and redeterminaton. Benefits may not be paid while a determin—
ation is being appealed for any weeks for which the determination of
disqualification was made. However, 1if a decision on the appeal

allows benefits to the claimant, those benefits must be paid

promptly.

(@ If, after the initial determination, benefits with respect to a
week for which a claim has been filed are denied for reasons other
then matters included in the initial determination, the claimant

shall be promptly notified of the denial and the reasons for it and
mOy ?ppeal in accordance with the procedures prescribed in this
chapter for an appeal from an initial determination.

Sec. 23.20.345.

PAYMENT OF BENEFITS

Benefits are payable from the fund. All benefits shall be paid
through employment offices in accordance with regulations prescribed
by the department.

Sec. 23.20.350.

AMOUNT OF BENEFITS

(@ An individual who 1is paid at least SI,000 in wages during his
base period for employment covered by this chapter is eligible to
receive benefits under this chapter if those wages were paid in at
least two of the calendar quarters of his base period.

(b) This paragraph is repeales as of 6/2G/82.

(c) For the purposes of computing the benefits payable under this
chapter, the base period wages of an insured worker shall be deter—
mined as follows:

(€D if the insured worker is paid 90 percent of his wages in
the calendar quarter of his base period in which he was paid the
greatest amount of wages, the base period wages are the wages paid in
the quarter of the base period other than the one in which the
greatest amount of wages were paid, multiplied by 10; and

(2) if the insured worker is paid less than 90 percent of his
wages 1in the calendar quarter of his base period in which he was paid
the greatest amount of wages, the base period wages are the wages
paid to him during the base period.

(d An individual who 1is eligible under (a) of this section s
entitled to receve the weekly benefit amount set out in column (B) of
the table 1in this subsection which 1is opposite the amount set out in
column (A) of the individual®s base period wages determined under (c)
of this section:

QY] 1)
Base Period Wages Weekly Benefit Amount
0 1,000 $ 0
1.000 1,250 34
1,250 1,500 36
1,500 1,750 38
1,750 2,000 40
2.000 2,250 42

-43-



An

2.250
2,500
2,750
3.000
3.250
3.000
*

4.000
4._.250
4._.500
4._.750
5.000
5.250
5.500
5.750
6.000
6.250
6.500
6.750
7.000
7.250
7.500
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8.500
8.750
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9.250
9.500
9.750
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10.500
10.750
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11.500
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12.000
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12.750
13.000
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13.500
13.750
14 .000
14 .250
14 .500
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15,200
15,400
15,600
15,800
16.000
individual

2,500
2,750
3,300
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3,500
3,750
I v/

4,250
4,500
4,750
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who 1is eligible under (d) of this section
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BILL SHEFFIELD

S tate of A u s k a
OFFICE OF THE GOVERNOR
Juneau

March 21, 1984

The Honorable Jalmar Kerttula
Alaska State Senate

Pouch V

Juneau, AK 99811

Dear Senator Kerttula:

Under the authority of art. Ill, sec. 18, of the Alaska
Constitution, | am transmitting a bill to amend AS 43, the
Revenue and Taxation Code, by repealing AS 43.20.031(d)
and AS 43.70.030(b).

This bill repeals AS 43.20.031(d), which exempts banks and
savings an loan associations from taxation under
AS 43.20, the corporate income tax chapter. It also re-
peals AS 43.70.030(b), which taxes banks, trust companies,
and savings and loan associations wunder AS 43.70, the
Business License Act.

Currently, banks and savin%s and loan associations are
sgecmcally exempted from the corporate income tax under
AS 43.20 because of federal restrictions which required
states to tax national banks and savings and_ loan asso-
ciations separately from other corporations. Those feder-
al restrictions no Ion%er exist. Therefore, we may now
tax banks under AS 43.20 along with all other corporate
taxpayers, and that is what this bill will accomplish.

Sincerely,

B
Governor
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STATE OF ALASKA 1984 LEGISLATIVE SESSION

FISCAL

REQUEST
Bill/Resolution
Title: State

No:
taxation

of national banks

Sponsor: Governor
Requestor:

Date Request:

of

EXPENDITURES/REVENUES: (Thousands of
1 FY 84 |

OPERATING
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TRAVEL
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| GENERAL FUND | - |
j FEDERAL FUNDS | i
| OTHER | - |
1— TOTAL

POSITIONS:

NOTE
Revision Date

FISCAL DETAIL

Agency Affected:

Department

Program Category Affected:

Management

of Revenue
Collection

and

BRU, Program
Audit

of Subprogram(s)
Division
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Dollars)
FY

85 I FY 86

'
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.
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FY 8/ |
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!
R e e e = T S
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'
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|  FULL-TIME | |
i PART-TIME j |
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SOURCE OF FUNDS TO OFFSET FISCAL

ANALYSIS: Attach a separate for

page

Prepared kiLYd.

Division:

By: Maureen C Brien”™77 "2ju=%
Audit Division

IMPACT OF BILL:

analysis.

LIl j

f-r t

Approved by Commissioner: vV

Agency: Revenue

Date:

Distribution (by Agency preparing fiscal
Legislative Finance

Legislative Sponsor

Requestor

O ffice of

Management and Budget

Impacted Agency(ies)

F~*scal Vioi

note):

Phone:
Date:

465-2320
March 20,

1984
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BILL SHEFFIELD
GOVERNOR

Distributed by Sen Mulcahy

SB 532
S tate of A laska
OFFICE jFu;HeEaGSVERNOR
March 21, 1984
The Honorable Jalmar Kerttula
Alaska State Senate
Pouch V [
Juneau, AK 99811
Dear Senator Kerttula:
Under the authority of art. 1ll, sec. 18, of the Alaska
Constitution, | am transmitting a bill to amend AS 43, the

Revenue and Taxation Code, by repealing AS 43.20.031(d)
and AS 43.70.030(b).

This bill repeals AS 43.20.031(d), which exempts banks and
savings an loan associations from taxation under
AS 43.20, the corporate income tax chapter. It also re-
peals AS 43.70.030(b), which taxes banks, trust companies,
and savings and loan associations under AS 43.70, the
Business License Act.

Currently, banks and scvings and loan associations are
specifically exempted frcin the corporate income tax under
AS 43.20 because of federal restrictions which required
states to tax national banks and savings and_lo->n asso-
ciations separately from other corporations. Those feder-
al restrictions no Ion%er exist. Therefore, we may now
tax banks under AS 43.2" along with all other corporate
taxpayers, and that is wl.at this bill will accomplish.

Sincerely,

Bill SheffieK/1'
Governor



SB 532

SENATE BILL 532 AMENDS AS A3, THE REVENUE AND TAXATION CODE,
TO ALLOW THE DEPARTMENT OF REVENUE TO TAX BANKS AS
CORPORATE ENTITIES, CURRENTLY, BANKS AND SAVINGS AND LOAN
ASSOCIATIONS ARE SPECIFICALLY EXEMPTED FROM THE CORPORATE
INCOME TAX UNDER AS A3.20 BECAUSE OF FEDERAL RESTRICTIONS
WHICH REQUIRED STATES TO TAX NATIONAL BANKS AND SAVINGS AND
LOAN ASSOCIATIONS SEPARATELY FROM OTHER CORPORATIONS, THOSE
FEDERAL RESTRICTIONS NO LONGER EXIST, THEREFORE, THE STATE

MAY NOW TAX BANKS ALONG WITH ALL OTHER CORPORATE TAXPAYERS.

SB 532 IS SUPPORTED BY THE ADMINISTRATION, THE ALASKA

ASSOCIATION OF BANKERS HAS A NEUTRAL POSITION ON THIS

LEGISLATION,

| RECOMMEND PASSAGE OF SB 532,

ADDITIONAL INFORMATION

) THE DEPARTMENT OF REVENUE STATED THAT THIS LEGISLATION

HAS TWO MAIN GOALS:

A) TAXING BANKS AS CORPORATIONS WOULD BE CONSISTENT

WITH THEIR TAXING POLICY,



B) THIS CHANGE WILL AVOID ANY POSSIBLE LITIGATION
REGARDING WHETHER THE STATE CAN TAX INTEREST ON U.S.
SECURITIES, E. TREASURY  BONDS. EVIDENTLY, OTHER
STATES HAVE BEEN BROUGHT TO COURT BY THE BANKS AND
SEVERAL SUPREME COURTS HAVE RULED THAT [T IS

UNCONSTITUTIONAL TO TAX THIS INTEREST.

2) THE CORPORATE TAX RATE IS HIGHER THAN THE CURRENT TAX
RATE BUI SINCE |INTEREST ON U.S. SECURITIES IS NOT GOING TO

BE TAXED, THE AMOUNT OFMONEY TO BE TAXED WILL BE LESS.

3) THE DEPARTMENT OF REVENUE ESTIMATES THAT THIS CHANGE WILL

NOT REDUCE THE AMOUNT OF REVENUE AVAILABLE TO THE STATE.



§ 43.20.030 Alaska Statutes § 43.20.030

(e) The department may credit or refund overpayments of taxes,
taxes erroneously or illegally assessed or collected, penalties collected,
without authority, and taxes that are found unjustly assessed or exces-
sive in amount, or otherwise wrongfully collected. The department
shall set limitations, specify the manner in which claims for credits or
refunds are made, and give notice of allowance or disallowance. When
arefund isallowed to a taxpayer, it shall be paid out cfthe general fund

on a warrant issued under a voucher approved by the department.

9)

Ef> [[Repealed, § 10 ch 1 SSSLA 1950.1
Repealed, § 10ch 1SSSLA 19S0./(§ 7ch 115SLA 1949;am 8§ 2

ch 132 SLA 1951;am § 4ch 5 SLA 1953;am § 2ch 169 SLA 1972;: am
8 3¢ch 70 SLA 1975 am § 2 ch 22 SLA 1980; am S8 6, 10 ch 1 SSSLA

1980; am

Cross 'i,.h "ees. — For legislative
findings and >o0ses of the second and

third 1980 amendments, see § 1, ch. 1,

SSSLA 1980R| i I, ch. 2, SSSLA 1980,
n H
in the 3es . rnivv and . , jdActs.
Effect of amendments. — iite .vecond

1980 amendment substituted "Ifo partner-
ship which has a corporation as a partner
or n corporation is" for "Every individual,

fiduciary, partnership mid corporation”

NOTES TO

Delegation of legislative authority
vnlid. — The legislative authority
conferred by this section appears to he
within the lest laid down in Bowles v,
W illingham, 321 U. S. 50.1.61 S. Cl. 611,
88 I,. Ed. 892 (1944), in which the admin-
istrator of the Office of Price Adm inistra-
tion was empowered to fix maximum rents
which, in his judgment, would he
generally fairnnd equitable in nny defense
rentalurea whenever in hisjudgment that
action was necessary or proper in order to
effectuate the purposes of the act, and fur-
ther empowered to make adjustments for
such relevant factors as he may determine
and deem to he of general applicability,
and to provide for such adjustments and
reasonable exceptions as in his judgment
are necessary and proper in order to eflec-
tuate the purposes of the act. Alaska 5.S.
Co. v. Mullancy, 12 Alaska 433, 84 F.
Hupp. 561 (D. Alaska 1949), ufTd, 12
Alaska 594, 180 F,2d 805 (9th Cir. 191.01.

Subsection (d) of this section creates
a duty to speak when it requires a notice

of modification of a taxpayer's federal

6, 9 ch 2 SSSLA 1980)

and inserted "it" in the introductory para-
graph of subsection lal and repealed sub-
sections (0 and (g), added by the first 1980
amendment, which concerned the tax
credit for political campaign contributions
and the credit for household and depen-
dent care services, respectively.

The third 1980 amendment made the
same changes as the second 1980 amend-

ment.

DECISIONS

income tax return. Stevenson v. Burgess,
Sup.Ct. Op. No. 1514 (File No. 2791), 570
P.2d 728 (1977).

Taxpayers estopped from asserting
statute of limitations due to fnilure to
notify regarding m odification of
federal tax linbility. — The failure ofcer-
tain taxpayers to notify the department of
the modification in their federal income
tax linbility for two years constitutes a
breach ofthe duly to give notice of modifi-
cation pursunnt to this section nnd
nmounta to the concealment of a material
fact. Where the slate, to its detriment,
relying on that lack of notice, as it reason-
ably could, failed to institute the statutory
mechanism for collection of additional
taxes, the taxpayers are estopped from
asserting the protection of the statute of
limitations embodied in AH 43.20.200(b).
Stevenson v. Burgess, Hup. Ct. (Ip. No.
1514 (File No. 27!)1), 570 P.2d 728 (1977).

(Quoted in liickel v. Stevenson, Sup. Cl.
Op. No. 351 (File No. 6241, 416 P.2d 236
(1966).

\ efn en

§ 43.20.031 Revenue and Taxation

§ 43.20.036

Sec. 43.20.031. Taxable income of residents; deductions; exemp-
tions. (a) [Repealed, § 10 ch 1 SSSLA 1980.]

(b) [Repealed, § 10 ch 1 SSSLA 1980.]

(c) In computing the tax under this chapter, the taxpayer is not
entitled to deduct any taxes based on or measured by net income.

(d) Banksand savingsand loan associations chartered by the federal
?eorvernment or the state are exempt from income tax under this chap-

(e) An affiliated group of corporations may make or the commis-
sioner may require them to make a consolidated return for the taxable
year in place of separate returns. For purposes of calculating the
amount of tax payable by the group under a consolidated filing, 26
U.S.C. 1501 — 1552 (Internal Revenue Code), as amended, apply.

(D [Repealed, §10 ch 1 SSSLA 1980.]

(9) [Repealed, § 10 ch 1 SSSLA 1980.1

(h) [Repealed, 8§ 10 ch 1 SSSLA 1980.]

(i) A corporation which is a member ofa group of unitary corpora-
tions which collectively has income from business activity taxable both
inside and outside the state, or income from other sources both inside
and outside the state, shall determine its income from sources in this
state by use of the combined method of accounting. (§ 5 ch 70 SLA
1975; am 88 3 — 5 ch 125 SLA 1976; am § 8 ch 73 SLA 1977;am S 6
ch 133 SLA 1977; am § 1ch 8 SLA 1978; am § 235 ch 100 SLA 1980;

am 8§ 14 — 17 ch 113 SLA 1980; am § 10 ch 1 SSSLA 1980; am 8 9
ch 2 SSSLA 1980)

Cross references. — For legislative The second and fourth 1380 amend-
findings and purpose of the third and ments affected subsections (a) nnd (h)

fourth 1980 amendments, see § 1, ch. 1, repealed by the third 1980 amendment,

SSSLA 1980.nnd S 1,ch.2,SSSLA 1980, deleted "or combined"” following "m ake a
in the Temporary and Special Acts; for dis- consolidated" in the first sentence of sub-
closure ofcontributions, see AS 24.45.121; section (e), and added subsection (i).

for lax exemption for permanent fund divi-
dends, see AS 43.23.090,

The third 1980 amendment repealed
subsections (u), (b), (f), (g), and (h).

Sec. 43.20.033. Taxable income of fiduciary. IRepealed, § 10 ch 1
SSSLA 1980.1

Sec. 43.20.035. Taxable income ofnonresidents and part-vear resi-
dents. [Repealed, § 10 ch 1 SSSLA 1980.]

Sec. 43.20.036. Federal tax deductions and credits, (a) For
purposes ofcalculating the income tax payable under this chapter, the
taxpayer may not apply as a credit ugainst his lax liability the foreign

tax credit allowed as to federal taxes under 26 U.S.C. 33 (Internal
Revenue Code),

(b) For purposes of calculating the income tax payable under this
chapter, the taxpayer may apply as a credit against tux liability the
investment creditallowed as to federal taxes under 26 U.S.C. 38 (Inter-



843.70.030 Alaska Statutes 843.70.030

license. 1960 Op. Att'y Gen., No. 27.

AS 43.70,110 nnd this section make no
P_rovmon for the exemption from the
icense requirement of n religious corpora-
tion which 1s doing businéss. 1960 Op.
Atty Ci.en., No. 5.~ .

A'religious corporation recelvmg rents
from the'renting of an apartment or apart-
ments must obtain an Alaska business
license as a condition precedent to

%ngaging iznssuch business. 1960 Op. Atty

er}.]. N?. . .

Ihe slate ma; revoke the license of a
collection e(llgenC}/_ w'dch does not have a
proper bond on Tile 1th the tax_commis-
sion. 1960 Op. Att'y Gep.. No. 27.

A guide to a workable procedure for
license revocation Is found in chapter 2 of
the Alaska Administrative Procedure Act.
1960 Op. Att'y Gen.. No. 27.

NOTES TO DECISIONS

A license confers no right oflp_rop-
erty. Thlinket Packln% Co.”v. Harris &
Co;, 5 Alaska 471 (1910).

it merely authorizes the holder to
carry on acertain business, byt does not
rant to the holder any place of business,
ny more than the 1ssuance of a saloon
license grants to the holder a building in
which t0 condluct a saloon, or the jssuance
ofa mercantile license, a building in which

to conduct a store. Columbia Salmon Co. v.

Berg. 5 Alaska 538 (19161 _
_ PUrpose of tax. — Although this soc-
tion requires a license for the "privilege” of
engaging, in a business In Alaska, thislan-
uage does not render it invalid nor
estroy the legislative intent that the
purpose of the tax Is to raise revenue, and
not to regulate rn% husiness. Territory of
Alaska v. Journal Printing Co., 15 Alaska
676, 135 F. Supp. 169 (D."Alaska 1955)

Sec. 43.70.030. Levy and computation of license fee. (a) The

§43.70.030 Revenue and Taxation 2 43.70.030

ofa recomputation oftax or determination of deficiency. For purposes
of applying the statute of limitations, this notification constitutes n
separate return, and failure to file this notification will have the same
effect as the failure to file a return under this title.

(c) The license for the privilege oftaking orders through use of cata-
logs and by mail order offices in the state is the same as set out in this
chapter for business generally.

(d) The fee of $25 applies to all of the provisions of this section, and
shall accompany the application. The balance is due and payable on the
last day ofthe taxpayer’stax year and shall be paid before the 15th day
of the third month following the end of the tax year, except that the
time for filing the return may be extended as provided in (b) of this
section. To enable accurate determination of the balance of the tax due
at the end ofeach year, each person to whom this chapter applies shall
keep records, give statements under oath, and make returns which the
department requires. Returns are made under penalty of perjury. (§ 5
ch 43 SLA 1949; am § 1ch 128 SLA 1955; am § 1ch 101 SLA 1960;

%g]78§) 1ch 68 SLA 1973; am 8§ 1ch 50 SLA 1975 am § 3 ch 144 SLA

NOTES TO DECISIONS

license fee for each business is $25.

(b) The license fee for each national bank and state bank, trust
company and savings and loan association is seven percent of its net
income. Netincome means the taxable income ofeach taxpayer before
net operating loss deduction and special deductions, computed as
required under the Internal Revenue Code of the United States and
includes all other income including income from federal, state or
municipal obligations. Each of those taxpayers required to make a
return under the provisions of the Internal Revenue Code shall at the
same time file with the department a return setting out the amount of
tax due under this chapter, and other information for the purpose of
carrying out the provisions of this chapter which the department
requires. Each ofthese taxpayers shall also at the same time file a true
and correct copy of the tax return which it hns filed with the Internal
Revenue Service. A taxpayer filing under this subsection shall use the
same tax year as the taxpayer uses for federal income tax purposes.
Any approved extension of time to file the taxpayer’s federal income
tax return automatically extends the time for filing under this chapter.
Any agreement which a taxpayer enters into with the Internal Reve-
nue Service which extends the statute of limitations for any federal
income tax return will apply tc returns filed under this chapter. The
department may, in its discretion, grant an extension of time to file or
an extension ofthe statute of limitations independent of federal action.
Every taxpayer shall notify the department in writing, within 90 days,
r.ftmv nitorar inn in. or modification of its federal income tax return and

Tax imposed on stntc obligations
and bonds. — To the extent flint all

tederal obligations are subject to the bus-
ness licenseé tax, Including those obli-

gatlons afforded a sPeuflc fax_exemption
y Congress, subsection (tb) of this section
must equally impo—the 1z _
?&'[IOHS and” bonds, we.cli nrc otherwise
ax exempt pursuant to specific state tax
exemptions, inorder to avoid any unlawtul
discrimination against federal ‘securities.
National Bank v Stnle, Dep't of Revenue
Suzo Cl, OE. No. 2480 (File No. 5482), 642
N\2d 811 (1982).

The legislature intended to_define
the term "net income" brondly for busi-
ness license tux _calculation ~purposes.
National Bank v. State, Dep't of Revenue
R Cl, Op o 2480 (File No, 5482), 642
N2d 811 (1982). _

The "all qther income™ category in
subsection <) Is interpreted as an attémpt
by the legislature to reach those types of
Income, stch as band Interest, which arc
not otherwise subject to federal income
taxation. National Bank v. State, Dep't of
Revenue, Sup. Ct. Op. No. 2480 (File No
5482{), 642 1\2d 811 (1982). _

Alaska State Housing Authority and
Alaska Housing Finance Corporation
honds are not™ “stale obligations” . for
purposes of subsection th) of This section.

ax on state obli-

National Bank v, State, Dep't of Revenue

El.JZDd g]t_.l O(Rgglzcj.. 2480 (File No. 5482), 642

Alaska State Housing_ Authority and
Alaska Housing Finance Corporation bond
interest falls within the meaning of the
phrase "all other inc, no™ in subsection (b)
of this section and is to he considered as
“net income" of the banks for purposes of
determining their business license tax lin-
bl|lt¥ pursuant to subsection (b). National
Bnnk V. Stnle, Dep't of Revenue, Sup. Ct.
85812\50' 2480 (File No. 5482), 642 \2d 81 |

The purpose of excluding "Insur-
ance businesses" from the coverage of
subsection gaf Y virtue of the definition
in AS 43.70.110(1) Is apparently to avoid
tuxmg these Dusinesses twice, since
INsurers are subject to a_premiums tax
imposed by 21,09.210.  Northern
Adjusters, Inc. V. Department of Revenue

R %5%9%2 2332 (File No. 5128), 627

.. Adjusters. —Because adjusters are not
insurers” subject to.the premiums tnx,
they should not lie viewed' as “Insurance
businesses” exempt from the general
license tax, Northern Adjusters, TInc, V.
Department of Revenue, Stip, Ct. Op, No.
2332 1File No. 51281, 627 1205 119811
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OTHER DOLLARS: VO
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and (a majority of the committee) (the committee) reports it back with

the following recommendations:

[u] do pass
[ ] do pass with attached amendment(s)
] replace with/or adopt CS for
] new title
] same title and recommends
[ ] and attached a "LETTER OF INTENT" [ ] NEW FISCAL NOTE
(] reports it backwithout recommendation
| ] recommends referral to Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS
Jt/
~T~
W * n /
[ £ |
Chairman
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I TATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Data: April 2, 1984

REQUEST FISCAL DETAIL

Bill/Resolution No.: SB 537 "Agency Affected: Real Estate Commission
Title: An Act relating to the real Program Category Affected:

estate surety fund Consumer Protection

Sponsor; Labor, Commerce & finance BRU, Program or Subprogram(s) Affected:

Requestor; Legislature Real Estate Commission/Dept, of Comm. & Econ.

Date of Request: March 38, 1984

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY 84 FY 85 FY 86 FY 87 FY 88 FY 89
OPERATING
100 PERSONAL SERVICES 57.0 70.01 75.0" 75.0"
200 TRAVEL 3.0 5.01 5.0 6.0
300 CONTRACTUAL 1.0" 1.01 1.2” 1.2"
<00 SUPPLIES 0.4 0.5" 0.5 0.7"
500 EQUIPMENT 1.0~ -0- -0- -0-
600 LAND 4 STRUCTURES _o- _0- _0- _0-
700 GRANTS, CLAIMS -0- -0- _0- _0-
800 MISCELLANEOUS -0- -0- -0- -0-
TOTAL OPERATING 72.4" 76. 5" 81.7"
CAPITAL
REVENUE

FUNDING: (Thousands of Dollars)
CENERAL FUND 60.0
FEDERAL FUNDS

OTHER SURETY 12.4
TOTAL

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

NOTE: 1. Fund payments reduced by 30,000 - 70,000 per year.

2. Current case load will be handled in FY "85 under existing law.
Savings will result in FY "86.

ANALYSIS: Attach a separate page for analysis

Prepared By: James L. Magowan, Executiy”lVirector Phone: 563-2169
Division: Real Estate Commission® J, Date:

Approved by Commissioner: Richard A. Lyon Date:

Agency: Commerce and Economic Development

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

Dev.



ALASKA STATE LEGISLATURE

- SENATE

A M P COMMITTEE ON LABOR AND COMMETRTCE

S ENATOR R 1 CHARD 1. EL1ASON POUCH V

CHALRMAN
OFFICIAL ftUSINKIfI

MEMORANDUM

TO: Dick Monktnan
Assistant Attorney General

FROM: Senator Dick Eliason, Chair
Senate Labor and Commerce CoiMittee

DATE: April 6, 1984

«JUNEAU. ALASKA 99811
(907) 46S5-3844

RE: "White Paper" from Alaska Association of Realtors

SB 537, "An Act relating to the real estate surety fund", is presently
under consideration by the Senate Labor and Commerce Committee. This
legislation incorporates the suggestions proposed in the "White Paper"
prepared by the Alaska Association of Realtors.

As the Real Estate Commission has requested further analysis of the

proposal before formulating a position on SB 537, the Senate Labor and

Commerce Committee decided to defer action until the review process is
complete. This committee is very much interested in your comments

regarding this "White Paper".



03-ClilLH

BILL SHEFFIELD, GOVERNOR

ERERA N
v ilfuet g

DEPARTMENT OF LAW D10 wath A vENUE
SUITE 200
ANCHORAGE. ALASKA 99501
~'FFICE OF THEATTORNEY GENERAL PHONE: 1907) 276-3550
[]1st NATIONAL CENTER
100 CUSHM AN ST.
SUITE 400
APTil 24, 1984 LI

[CJPOUCH K -STATE CAPITOL
JUNEAU, ALASKA 99811
PHONE: (907) 465-3600

James L. Magowan, Executive Director
Alaska Real Estate Commission

3601 C Street Suite 722

Frontier Building

Anchorage, AK 99503

Re: Alaska Association of Realtors
;Wr&ne Paper" on the surety
un

Dear Mr. Magowan:

_ At your request on behalf of the Real Estate Commis-
sion, we have reviewed the White Paper dated March 5, 1984, by
the Alaska Association of Realtors pertaining to the real estate
surety fund.  Some ofthecomments and concepts advanced by the
Alaska Association of Realtors in the White Paper are now
embodied in proposals before the 13th Legislature, specifically
HB 705 and SB 537.

_ The current real estate surety fund claims program as
outlined in AS 08.88.450 et seq. has benefited hundreds of
Alaskan consumers and real estate professionals since it was
enacted in 1980. The program has provided a swift, inexpensive,

and fair method of resolving many real estate sales disputes. It
has allowed  hundreds of consumers to bring theirgrievances

before a qualified, impartial tribunal without the frustration,
delay and high cost of going to court. In our view, the program

has given a measure of protection to consumers while providing
real estate professionals with a full and fair opportunlt%/ to
contest the merits of any claim made against the surety fund.
The existingsurety fund ~has done much to enhance  the public
trust and confidence in the real estate profession in general, a
goal we support and encourage.

To be sure, the surety program could be improved in
some respects. | agree with the point made by the Alaska Asso-
ciation of Realtors that some means must be found to reduce friv-
olous claims against the surety fund. It is my belief that frivo-
lous claims can be essentially halted by imposing a significant



James L. Magowan, Executive Director April 24, 1984
Alaska Real Estate Commission Page 2

filing fee, perhaps up to $150, to be paid by each claimant prior

to processing a claim against the surety fund. If the claimant
does not prevail, then the flllnﬁ_ fee would be lost. Such a
filing fee would most likely chill frivolous claims without

unnecessarily impeding valid claims made against the fund.

| recognize that this is a policy call rather than a
legal determination. | would therefore simply urge the
commission to carefully weigh the effects of the approach caken
in the White Paper and by the two pending bills and carefully
consider their effects on both the real estate consumers and on
the real -estate profession. As a general rule, | am not
enamoured with placing more disputes in our already overworked
judicial system. Of course, any aggrieved party from a real
estate surety fund proceeding does and ought to have the ability
to appeal the findings and award to a superior court.

[f we can D€ of additional assistance to the commiFaion
concerning any aspect of the surety fund, please contact us.

Attorney General
NCG:eer

cc: The Honorable Dick Elaison?'
Senator

The Honorable Jalmar Kerttula
President of the Senate

The Honorable Joe Hayes
Speaker of the House

Ray Gillespie _
Special Staff Assistant
to the Governor

The Honorable Dick Lyon, Commissioner
Department of Commerce and Economic Development



MEMORANDUM

TO:

FROM.

Dick Monkman
Assistant Attorney General
Dept, of Law

James L. Magowan
Executive Director
Alaska Real Estate

The attached "White Paper™
Alaska Association of Realtors
recommendations of this paper and

Association in supporting

The Commission did not act to do
information before acting.

request your comment and

JLM/cw/0702C9

QAR K B

presented

immediate action to implement the
it has asked the Commission to join the
inclusion of these provisions.

first action

State of Alaska

March 9, 1984

Re: Attached White Paper
from Alaska Association
of Realtors

the Commission. The

it wanted to get more
by the Commission 1is to
input on the recommendations of the Association.

Fiwn

t» Jf g to

Department of Law
iv;AR 1 2 1904

Office of the Attorney Geuerai
Anchorage Bran%

Anchorage, aS



To: Alaska Real Estate Commission
From: Alaska Association of REALTORS

Date: March 5, 1984
|

This is Part 1 of the industry response to the request from the Commission
at their January 1984 meeting for recommendation of needeu changes in the
relevant statutes, regulations and operating procedures. It addresses only the
Surety Fund, and is drafted so that pages 1-11 may be [lifted for use by the
Commission and Association in approaching the legislature. Pages 12 & 13
are recommended as a briefing and instruction sheet for hearing officers
of surety fund claims under the existing statute and regulations.

The remainder of the real estatestatute andcorresponding regulations
will be reviewed and subsequent partsof this white paper will detail to
the Commission

1) the content recommendations

2) the rationale for the recommendations

3) the suggested action to accomplish, l.e. propose a statute change,

amend the regulations, or adopt an operating procedure.



liistorv

From 1its creation in 1969, as reflected in AS 08.88, the Real Estate
Conrnission®s primary purpose has been the protection of the public through the
examining and licensing of real estate practitioners. Through 1975, the
public®"s guarantee of monetary relief was a required bond 1in the amount of
$1000/SaLesman and 55000/broker.

Through the early "70"s there were few claims against the bonds; however,
the irdustry realized that the bonding level was not adequately protecting the

epublic®s interests. Following the example of twelve other states, (Footnote:
1979 NARELLO Report, page 25) the industry together with the Real Estate
Commission actively lobbied for the 1979 legislation (Attachment A: 95.85.010-110
& 08.38.281, .071, & .901) to create a surety fund with a two-fold purpose:

1) to provide indemnification up to $10,000/transaction for judgments
awarded by the <courts to persons who suffered financial 1loss because of a
licensee®"s actions that involved fraud, deceit, misrepresentation, or conversion
of trust funds, and

2) to provide funding for realestate education of both the public and the

licensees from funds collected in axcess of the specified $250,000 ninimum

balance in the fund.

e - The 1979 legislation, which was patterned after the California model,
required court action and a judgment against a licensee prior to any disbursement
of Surety Fund dollars. However, Alaska"s enacted version did not require an
attempt co collect money from or attach the assets of the named licensee,

nor did it provide for any review by the Commission prior to payment from the fund



- - Thus from the 1976 license renewal cycle when the first fees were paid into
the surety fund, judges were able to order payment directly from the fund to
satisfy a judgment.

These conditions were in effect until 1980 when the statute was amended,"
initiated by the"Legislative Audit Committee during the Sunset Review, to charge
the Real Estate Commission with the responsibility to both hear cases and
award payments but without ensuring the full protection of due process and

judicial precedent (Attachment B).

The use of hearing officers (as allowed by the Administrative Procedures
Act) starting in January 1982 and the regulations adopted by the Commission in
December 1.982 (->ffective April 1983) have further attempted to work within the

current statute (Attachment C).

Attachments: A) 1974 Surety Fund Statute
B) 1980 Amended Surety Fund Statute

C) 1982 Surety Fund Regulations



Current Situation

The real estate industry in Alaska consists of some &00C licensees who
support sensible legislation to regulate the industry and to protect the public
against illegal real estate practices. This sense of professional responsi—

bility has not changed throughout the 20-year historical summary period- out lined

above.

Currently there are no filing fees or costs if a claim is denied, nor
is the claimant required to exhaust other remedies before receiving satisfaction
.from the Surety Fund. Thus, the "no-risk™ and "no-costs incurred" status of
claimants simply encourages claims. Further, the state entity, either contracted

or appointed, 1is in the position of being both judge and jury-

It is the consensus of the industry that a concentrated effort must
be made immediately to restore the integrity of the surety fund, both in

concept and in actual administration.

Points to Achieve

1. Ensure the rights of all parties to due process through the court
system with the determination of a claim"s validity and resultant damage

assessment in the courts.

2. Maintain the Surety Fundas a resource to be drawn upononly when funds

are notcollectable from the judgment debtor by any other means.

3. Charge the Real Estate Commission with the responsibility of timely

license action on the licensee whose action has resulted in a draw from the Fund.

*». Direct the Real Estate Commission to provide quality education

programs to licensees and the public as to licensees®™ responsibilities under the

real estate statutes and regulations.



C H o

Means to Achieve

The following 1is proposed to be introduced as an amendment to HB 389.

1 -- ;
Add a Section 11: Article 5 (AS 08.88.450-500) 1is amended so that in its

entirety it would read:

Sec. 08.88.450 Real estate surety fund. There is created
a special account in the general fund known as the real estate
surety fund to carry out the purposes of this chapter. The

N*0 C"HAN"CE

fund shall be composed of payments made by licensed real
estate brokers and salesmen under AS 08.88.455. The fund may
not exceed S500,000 and amounts in the fund in excess of
$250,000 may be appropriated for real estate educational pur—

poses as provided in AS 08.88.091. (1 ch 148 SLA 1974, am 34

ch 167 SLA 1980; AS 45.85.010)

AS 08.88.455 Payments bv real estate brokers and salesmen.

i (a) A licensed real estate broker, associate broker, of sales—
Alreadv in

CSHB389 for
equa lizat ion
of fee struc—
ture .

man when obtaining or renewing a real estate licnese, in lieu

of obtaining a corporate surety bond, shall pay to the commission
in addition to the license fee, a Surety Fund fee not to exceed
S125. After the fund reaches $250,000, the commission shall

by regulation adjust the bond fees so that, taking into account
anticipated expenditures for claims agaiAst the fund and real
estate educational purposes, the fund is maintained at a

level not less than $250,000.



(b) All fees collected under this section shall be paid at
least once a month by the commission into the general fund.
These payments shall be credited to the real estate surety fund.

(1 ch 143 SLA 1974; am 35 ch 167 SLA i960; AS 45.85.020) *

AS 03.88.460 Claim for payment.

(a) When any aggrieved person obtains a final judgment in any
court-of competent jurisdiction against any person or persons -
licensed under AS 08.88, under grounds of fraud, deceit, inten—
tional misrepresentation or conversion of trust funds, arising
oi.ectly out of any transaction when the judgment debtor was
licensed and performed acts for which a licensee is required
under AS 08.88, the aggrieved person may, upon the judgment
becoming final, file a verified application in the court in
which the judgment was entered for an order directing payment
out of the Real Estate Surety Fund of the amount of actual and
direct loss in the transaction up to the sum of ten thousand

dollars (510,000) of the amount unpaid upon the judgment.

In the case of a small claims court judgment, the aggrieved
person shall file the verified application in the district
court 1in which the judgment was entered in favor of the
aggrieved person. The court shall then make a determination
as to uhethcr the small claims court judgment was based on facts
constituting grounds for recovery under this section and mav
enter an order directing payment of the small claims court

judgment out of the Real Estate Surety Fund.



A copy of Che verified application shall be served upon
the commission and the judgment debtor and a certificate or

affidavit of that service filed with the court.

(b) Nothing in this section shall be interpreted to
authorize payment from the Real Estate Surety Fund for trans—
actions or events which solely involves 1innocent misrepresen—

tation on the part of a real estate licensee.

(c) Application for payment from the fund shall be made

within one year from the date that the judgment becomes final.

AS 08.88.765 Time for action bv court on application for pay—
ment: required showing of person aggrieved.
(a) The court shall conduct a hearing upon such application
30 days after service of the application upon the commission.
Upon petition by the commission and showing of good cause, the
court may continue the hearing for such further period as it
deems appropriate. At the hearing, the aggrieved person shall
be required to show that:

(1) he is not a spouse of the debtor, or the personal
representative of such spouse.

(2) he has complied with all requirements of this article

(3) he has obtained a judgment as s°ct out in AS 03.88.&60
stating the amount thereof and the amount owing thereon at the

date of the application.



(4) he has made all reasonable searches and inquiries to
ascertain whether the judgment debtor is possessed of real
or personal property or other assets, liable to be sold or applied

in satisfaction of the judgment.

(5) he has discovered no personal or real property or
other assets liable to be sold or applied, or that he has dis—
covered certain of them owned by the judgment debtor and liable
to be so applied, and that he has taken all necessary action
and proceedings for the realization thereof, and that the amount
thereby realized was insufficient to satisfy the judgment,
stating the amount so realized and the balance remaining due

on che judgment.

(6) he has diligently pursued his remedies against all
the judgment debtors and all other persons liable to him in
the transaction for which he seeks recovery from the Real Estate

Surety Fund.

(7) he is making said application no more than one year

after the judgment becomes final.

AS 08.58.7~>70 Order of Court; grounds; defense of actions:
burden of proof: presumption: dismissals: compromise of claims.
(a) Whenever the court proceeds up%g an application as
set forth in AS 08.88.765 it shall order payment out of the
Real Estate Surety Fund only upon a determination that the
aggrieved party has a valid cause of action within the purview

of AS 08.88. £60 and has complied with the provisions of AS 08.88.7*65.



If the judgment in favor of the applicant was by default,
stipulation, or consent, or if the action against the licensee
was defended by a trustee in bankruptcy, the applicant shall
have the burden of proving that"the"cause of action against”the
licensee was for fraud, intentiona®l misrepresentation, deceit! -
or conversion of trust funds. Otherwise the judgment shall-
create a rebuttable presumption of the fraud, intentional mis--
representation, deceit, or conversion of trust fu.ids by the
licensee, which presumption shall affect the burden of producing

evidence.

The commission may move the court at any time to dismiss
the application when it appears there are no triable issues and
the petition is without merit. The motion may be supported by
affidavit of any person or persons having knowledge of the
facts, and may be made on the basis that the petition, and the
judgment referred to therein, docs not form the basis for a
meritorious recovery claim within the purview of AS 08.88.-60;
provided, however, that the commission shall give written notice

at least 10 days before such motion.

AS 08.88.7~71 defense of actions; conclusive adjudications

of 1issues.

(a) If the judgment, 1is found against more than one individual
licensed under As 08.88 tor performance of acts for which a
license is required under that chapter, it shall be the responsi—
bility of the commission, in the absence of proration by the

court, to prorarr the award charges among the said judgment debtor



NEW

NO CHANCE

NO CHANGE

AS 08.88.672 Order directing payment out of fund; Ulimitation
of liability.

If the court finds after the hearing that the claim should
be levied against the Real Estate Surety Fund, the court shall
enter an order directed to the commission requiring payment
from the Real Estate Surety Fund of the amount payable upon the
claim pursuant to the provisions of and 1in accordance with the

limitations contained in this chapter.

Notwithstanding any other provisions of this chapter, the
liability of the Real Estate Surety Fund for the purposes of this
chapter shall not exceed ten thousand dollars (510,000) for any
one transaction for which the cause of action occurred,
regardless of the number of persons injured, the number of
licensees involved, or the number® of parcels of real estate

involved in the transaction.

Sec. 08.99.7*75 Maximum liability. (a) The maximum liability
of the real estate surety fund does not exceed 550,000 for any

one broker or salesman.

Sec. ("".88.780. Order of claim payment. If the money
deposited 1in the real estate surety fund 1is insufficient at a
given time to satisfy a duly authorized claim against the fund,
the commission shall, when sufficient money has been deposited
in the fund and appropriated, satisfy unpaid claims in the order
that the claims were originally filed, plus accumulated interest

at the rate of eight percent a year. (1 ch K3 SLA 197A; am ch 167

SLA 1980; AS ~5.85.070)
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AS 08.88.A90. Right to Subrogation.
When upon the order of the court, the commission has paid
Substantive from the Real Estate Surety Fund any sum to the judgment creditor,
hange
the commission shall be subrogated to all of the right of the
judgment creditor and the judgment creditor shall assign all his
right, title and interest in the .judgment to the commission. Any

amount and interest recovered by the commission on the judgment

shall be deposited in the Real Estate Surety Fund.

AS 08.88.7*95. Disciplinary action against brokers and salesmen.
Nothing contained herein shall limit the authority of the

commission to take disciplinary action against any licensee for

a violation of any of the provisions of AS 08.88 or the regula—

tions promulgated by the commission. The repayment in full of all

obligations to the Real Estate Surety Fund by any licensee does

not nullify or modify the effect of disciplinary proceeding

brought under the provisions of AS 08.88,,

Sec. 08.88.500. Definition. In this chapter a commission
CHANGE- means the Real Estate Commission established under this chap”er.

(A0 ch 167 SLA 1980; AS 4j.85.120)

(a) "final judgment" means a judgmenL not subject to further

NEW S _
judicial review.



Observations of Julian Mason:

1. At such time as the first version of suggested changes may be enacted by the
legislature, the commission as a matter of housekeeping should rescind the

Surety Fund regulations which would no longer be relevant.

2. To my knowledge, no other regulatory.body in the state can award damages to
a third party without a jury trial. They can fine and/or assess losers to

pay attorney fees.

3. Small <claims court defendants <can opt for district court in order to

have a jury trial.



Recommended Hearing Officer Briefing and Instructions

The 197& legislations which provided for the creation of a surety fund,
starting with fees collected in the 1976 license renewal cycle, was the cul—
mination of joint efforts of the commission and the industry to more adequately
protect the public from illegal actions of licensees. Its intended purpose was
two-fold: ;

(1) to provide indemnification up to $10,000/transaction and $50,000/Licensee
for judgments awarded by the courts to persons who suffered financial loss
because of a licensee"s actions that involved fraud, deceit, misrepresentation,
or conversion of trust funds, and

(2) to provide funding for veal estate ed .tion of both the public and
the licensees from funds collected 1in excess of the specif™d $250,000 minimum
balance in the fund.

When the 1980 amendments to the statute removed the necessity of a court
judgment to access the fund, it shifted the responsibility for providing
a fair and impartial hearing and a decision based on facts to our arena. It is
this hearing, held 1in accordance with the Admieistrative Procedures Act, and a
proposed decision with its accompanying rationale that we, the Alaska Real
Estate Commission, require of you.

It is worthy of note that most scates which have similar rccoverv funds
provide some means of attempting to collect from the wrongdoer-licensee prior
to considering a claim against their respective funds. Other provisions
common to many states require proof of fraud, intentional misrepresentation, or
intentional improper actions; most states do not support collection based on
negligence, and this commission has reservations about awards based on reasons

other than intentional misrepresentation.



It is the policy of this commission to stay proceedings pursuant to
AS 08.88.£-65 (a) when a court action is pending.
When writing your findings on an assigned case, please use the following
format for submitting the proposed d cision to the commission.
1. Case file number
2. Identity of Claimant and Respondent
"3. Summary paragraph which includes:
a) claimant®"s requested amount
b) respondent licensee®"s alleged violation, i.e. fraud, deceit,
misrepresentation, or conversion of trust funds.
c) Daces- of the transaction, of the claim, and of the hearing
t*, Any other pertinent introductory material should be in a second
paragraph.
5. Findings of fact elicited in the hearing.
6. Conclusions of law with rationale and case precedent as needed.
7. Recommendation:
a) to pay in total
b) to pay in part
c) to deny payment
8. If more than one .iccnsee 1is named as respondent and payment is
recommended, specify which Jlicensee(s) were actually uilry of the

fraud, deceit, misrepresentation, or conversion of trust funds.



ALASKA ASSOCIATION OF REALTORS =

*1616 W. Northern Lights Blvd., Suite 104 « Anchorage. Alatki 99503
Telephone 907-272-8016

REALTOR

Attached is a stmnary of a problem area of vital concern to the real estate
industry. The ALASKA ASSOCIATION OF REALTORS is suggesting content for a

bill which will address the issue. We seek your consideration and support.
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ALASKA ASSOCIATION OF REALTORS - Position Paper, RE: The Surety Fund

Historv

From its creation in 1964, as reflected 1in AS 08.88, the Real Estate
Commission®s primary purpose has been the protection of the public through the
examining and licensing of real estate practitioners. Through 1975, the
public®"s guarantee of monetary relief was a required bond in the amount of
$1000/Salesman and $5000/broker.

Through the early "70"s there were few claims against the bonds; however,
the 1industry realized that the bonding level was not adequately protecting the
public®"s interests.Following the example of twelve other states, (Footnote:
1974 NARELLO Report, page 2r the industry together with the Real Estate
Commission actively lobbied for the 1974 legislation (Attachment A: 45.%5.010—110
& 08.88.281, .071, & .401) to create a surety fund with a two-fold purpose:

1) to provide indemnification up to $10,000/transaction for judgments
awarded by the courts to persons who suffered financial 1loss because of a
licensee"s actions that involved fraud, deceit, misrepresentation, or conversion
of trust funds, and

2) to provide funding for real estate education of both the public and the
licensees from funds collected in excess of the specified $250,000 minimum
balance in the fund.

The 1974 legislation, which was patterned after the California model,
required court action and a judgment against a licensee prior to any disbursement
of Surety Fund dollars. However, Alaska®"s enacted version did not require an
attempt to collect money from or attach the assets of the named licensee,

nor did it provide Cor any review by the Commission prior to payment from the fund.



Thus from the 1976 license renewal cycle when the first fees were paid into
the surety fund, judges were ablLe "0 order payment directly from the fund to
satisfy a judgment.

These conditions were in effect until 1980 when the statute was amended,
initiated by the Legislative Audit Committee during the Sunset Review, to charge
the Real Estate Commission with the responsibility to both hear cases and
award payments but without ensuring the full protection of due process and
judicial precedent (Attachment B).

The use of hearing officers (as allowed by the Administrative Procedures
Act) starting in January 1982 and the regulations adopted by the Commission in
December 1982 (effective April 1983) have further attempted to work within the

current statute (Attachment C).

Attachments: A) 1974 Surety Fund Statute
B) 1980 Amended Surety Fund Statute

C) 1982 Surety Fund Regulations



