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A P P E N D I X  D

B O A R D  O F  B A R B E R S  AN D  H A I R D R E S S E R S  
S T A T I S T I C A L  SUM M ARY F V 8 6  -  F Y 8 8

F Y  86 F Y  87 F Y  88

C u r r e n t  L i c e n s e s : 2 , 8 2 8 3 ,  094 2 , 6 8 6

N ew  L i c e n s e s :

B y  E x a m 1 6 0 1 5 6 2 1 2
B y  C r e d e n t i a l s 3 7 8 1 6 1 1 6 1

T o t a l  N ew  L i c e n s e s  I s s u e d 5 3 8 3 1 7 373

N ew  L i c e n s e s  B y  C a t e g o r y :

B a r b e r 37 33 25
C o s m e t o l o g y 14 3 15
H a i r d r e s s e r 56 36 38
H a i r d r e s s e r / C o s m e t o l o g y 1 9 7 1 8 1 1 9 6
I n s t r u c t o r 1 6 1 10 6
S c h o o l 1 1 4
S c h o o l  O w n e r 1 1 0
S h o p  O w n e r 71 52 89

T o t a l 5 3 8 3 1 7 3 7 3

S t u d e n t  P e r m i t s : 4 6 6 3 6 0 4 3 1

E x a m s : 4 4 5

M e e t i n g s : 1 1 2

T e l e c o n f e r e n c e s : 2 2 2

S O U R C E :  B o a r d  o f  B a r b e r s  a n d  H a i r d r e s s e r s  A n n u a l  R e p o r t s
F Y 8 6  -  F Y 3 8 ;  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g
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STEVE C O W P E R , G O V E R N O R

D E P A R T M E N T  O F  C O M M K I I C K  A  

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

P. O. BOX D
JUNEAU. ALASKA 998110800 PHONE: (907) 465-2800

OFFICE OF THE COMMISSIONER

December 20, 1988

Randy S. Welker L "*CJ
Legislative Auditor 

Division of Legislative Audit 

Budget and Audit Committee 
P H Rny W
Juneau, AK 99811-3300 

Dear Mr. Welker:

This is written in response to the Division of Legislative Audit's 

(hereinafter "Audit") preliminary audit report of its sunset perfor­

mance review of the Board of Barbers and Hairdressers (hereinafter 

"Board"). Below is the Department of Commerce and Economic Develop­

ment's (hereinafter "Department") comments on Audit's preliminary 

findings and recommendations.

Response to Recommendation No. 1

Audit has found that the Board failed to provide timely public notice 

of three of the five barber/hairdresser exams it administered in 

FY 88. The Division of Occupational Licensing (hereinafter "Divi­

sion"), on behalf of the Board, is required by administrative regula­

tion to give at least 45 days advance notice of an exam date and 

place.

In FY 88, in response to requests from cosmetology school owners and 

students, the Board began offering six exams per year, instead of the 

previous four. This makes each exam approximately 60 days apart, 

barely over the 45 day limit. It has taken us some time to adjust to 

this frequent exam schedule* hence the resultant notice delays.

However, notice of each exam is timely sent to all schools, from which 

ninety-five percent (95%) of all exam applicants come. It is there­

fore unlikely that the publication of an "untimely" notice in a news­

paper ever precluded any qualified applicant from sitting for the 

exam. We, at least, are aware of no such complaint.
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Further, because the practical exam requires the use of special facil­

ities, arrangements must be made with a school to use its facilities 

prior to each exam, negotiations concerning which may, on occasion, 

not be finalized within the time deadline set by the current regula­

tion.

Finally, the Division, which provides administrative support to the 

Board, assumes responsibility for the untimely notices and has taken 

steps to ensure notice compliance in the future.

Response to Recommendation No. 2

Audit found that the Board has been inconsistent in the application of 

the $20.00 application fee for all applicants for licensure. This 

inconsistency resulted from treating persons whc obtained a student/ 

apprentice permit differently from regular applicants. Student/ 

apprentice permits cost $20.00 and the application fee for applicants 

with such permits was routinely waived.

While the reason for this administrative inconsistency is understand­

able (i.e., the Board already had, in a sense, received an application 

fee from a student or apprentice when he or she applied for the per­

mit), there is no regulatory authority creating this distinction and, 

thus, the Division erred in not applying the application fee equally 

among applicants.

A letter clarifying all cosmetology fees was sent to school owners in 

September, 1988 (see copy enclosed). Also, recently rewritten in­

formation packets for shop (apprentice) and school (student) owners 

now clearly outline the Board's fee structure. Finally, all applica­

tions have been revised to provide a clearer explanation of the fees 

required and an application fee is currently collected from all appli­

cants, regardless of status.

Response to Recommendation No. 3

Audit has focused on two rather confusing statutory references to 

school owner and shop owner licenses and suggests amendments clarify­

ing these two matters.

We have one section (AS 08.13.110) which requires a school license, 

with no reference to a school owner license, but another section 

[AS 08.13.185(1) and (2)] which provides for licensing fees for both 

the school itself and the school owner; and, we have one section 

(AS 08.13.120) which requires a shop license, with reference to the 

fact that a shop owner should also be licensed, but another section 

[AS 08.13.183(4)] which provides a licensing fee for only the shop 

owner and not the shop itself. This is admittedly confusing.

- 2 2 -
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To partially remove the confusion, the Division has attempted to re­

move school owner fees from its fee regulations and license only the 

school. A number of barber and cosmetology schools are well estab­

lished and have existed under a number of different owners. We be­

lieve the Board's role is to license a school that meets the Board's 

required curriculum standards, as well as appropriate building main­

tenance and cleanliness standards. We do not see a need to license 

the owner of the school. However, the Attorney General would not 

approve our deletion of school owner licensing fees, since the statute 

states that the Board shall assess a fee for the school owner license,,

Vis-a-vis the shop/shop owner question, licenses are and have always 

been issued only to the shop owner and not the shop. The Board has 

determined that licensing a shop owner is sufficient to regulate the 

activity of a shop. Unlike the school, a shop itself is not highly 

regulated by the Board, and the Board believes it more appropriate to 

license the shop owner than the shop itself, since shops open and 

close with some regularity.

We would appreciate the Legislative Budget and Audit Committee's 

support of clarifying amendments to these two licensing/fee matters.

Should you have any additional questions, or if we can be of further 

assistance, please advise.

Sincerely,

Larry Merculieff 

Commissioner

LM/RB/mm0471t

122088b
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D A T E  T U R N E D  I N T O  O F F I C E ih Jsi
C o m m i t t e e  c o n s i d e r e d

CSHB 147 (JUD)

unemployment insurance and to unemployment insurance contribution 
overpayments 5 establishing a priority for payment; relating to 
disclosure of certain wage and unemployment compensation information; e

a n d  r e c o m m e n d e d

[ w ^ r e p l a c e  w i t h  
[ ] o r  a d o p t

C S
C S *

C S  f - J S  C L -  ) W ^ s a m e  t i t l
 ) [  ] n e w  t i t l

[ ]  t e c h n i c a l
t i t l e  c h a n g e  
(H B  o n l y )

[ 3 a t t a c h e d  a m e n d m e n t ( s )  a n d

[ ] ______________________ l e t t e r  o f  i n t e n t  a d o p t e d

[v ^ f^ d o  p a s s  

[  ]  d o  n o t  p a s s  

[  ]  n o  r e c o m m e n d a t i o n  

[  ] i n d i v i d u a l  r e c o m m e n d a t i o n s

[ 3 f u r t h e r  r e f e r r a l  t o  __________________________________
1  1 1

F I S C A L  N O T E ( S )  [ ]  z j e r o  ^  f i s c a l  i m p a c t  [  ] a p p r o p r i a t i o n  n o  FN  
[ 3 n e w  [ ]  u p d a t e d  [  3 p r e v i o u s
[  3 s a m e  a s  p r e v i o u s  f i s c a l  n o t e ( s )  p u b l i s h e d   ______________________

O T H E R  R E C O M M E N D A T IO N S

[ 3 C o m m i t t e e  B a c k u p  a t t a c h e d
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STEVE COWPER
• j O U E U N O f l

S t  a t  e  o f  A l a s k a
o f f i c e  a r  t h ' z  g o v e r n o r  

JUXBAIJ

February 3, 1989

The Honorable Sam Cotten 
Speaker of the House 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Mr. Speaker:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to unemploy­
ment insurance and unemployment insurance contribution 
overpayments. Passage of the bill will bring Alaska's law 
into conformity with recent amendments of federal law, as 
well as improve efficiency in the administration of the 
unemployment insurance program in the state.

Many of the provisions of the bill were in last session's 
SCS HB 384 (L&C), and one, sec. 12, was in last year's 
CSHB 287 (Fin) am. The attached bill contains nine 
additional sections for your consideration. These are: 
required sharing of information with federal public housing 
programs (sec. 2); extension of the Reed Act authorization 
(sec. 3); a provision for use of private collection agencies 
for employer contributions (sec. 9) ; clarification that 
redetermination of an initial claim applies only to the 
monetary determination (sec. 14); correction of current law 
to allow for eligibility under certain conditions while an 
individual is in certain training programs (sec. 16); 
restriction of denial of benefits or waiting-week credit for 
individuals in certain training programs (sec. 17); 
correction of current law to allow an immediate disqual­
ification for fraudulent act (sec. 18); exempting employer 
overpayments of contributions for unemployment insurance 
from the provisions of the Uniform Unclaimed Property Act 
(retroactive to September 7, 1986) (secs. 24 and 26); and 
modification of the dependent's allowance by allowing each 
unemployed parent in the family unit to claim dependent 
children (repeal of AS 23.20.350(f)(4) and (5); sec. 25).



T h e  H o n o r a b l e  S a m  C o t t e n P a g e  2

M a n y  o f  t h e s e  c h a n g e s  a r e  d e t a i l e d  a n d  t e c h n i c a l  i n  n a t u r e .  
D e p a r t m e n t  o f  L a b o r  s t a f f  w i l l  b e  a v a i l a b l e  t o  t e s t i f y  b e ­
f o r e  l e g i s l a t i v e  c o m m i t t e e s  t o  a n s w e r  a n y  q u e s t i o n s  t h a t  
l e g i s l a t o r s  m i g h t  h a v e .  D u e  t o  t h e  e x t e n s i v e  r e v i e w  o f  m a n y  
o f  t h e  s e c t i o n s  o f  t h i s  b i l l  d u r i n g  l a s t  s e s s i o n ,  I  am c o n ­
f i d e n t  t h a t  t h e  b i l l  g e n e r a l l y ^ T s '  n o t  c o n t r o v e r s i a l  i n  n a ­
t u r e .  T h e r e f o r e ,  I  u r g e  y o u r / p r o m p t  a m i ^ f a v o r a b l e  a c t i o n  o n  
t h i s  m e a s u r e .  (  j  / j
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AS 23.20.379(c) An insured worker is disqualified for waiting-week credit or benefits for 

the first week in which the insured worker is unemployed and for the next fifty-one 

weeks of unemployment foilowing that week or until the individual has worked subsequent 

to the discharge from work and earned 20 times his weekly benefit amount in employment 

covered under this act if the insured worker was discharged for commission of a felony or 

theft in connection with the work. In addition, the insured worker shall not be eligible 

for extended benefits under this chapter until the worker has requalified for benefits by 

meeting the earnings requirement in this subsection.

AS 23.20.379 is am en d ed  by add ing  a n ew  s u b s e c t io n  (c) t o  read:

AS 23.20.379(c) is amended and renumbered to read:

AS 23.20.379(d) [c] The department shall reduce the ma xi mu m  potential benefits to 

which an insured worker disqualified under [(a) O R  (b) of] this section would have been 

entitled by three times the insured workers' weekly benefit amount, excluding the 

allowance for dependents, or by the amount of unpaid benefits to which the insured 

worker is entitled, whichever is less.

AS 23.20.379(d) is amended and renumbered to read:

AS 23.20.379(e[d]) The disqualification required in subsection fa) and (b) [THIS SECTION] 
is terminated if the insured worker returns to employment and earns at least eight times 

the insured worker's weekly benefit amount.

A S  23.20.406(h) is amended to read:

A S  23.20.406(h) An  individual is not eligible to receive extended benefits for any week of 

unemployment in the individual's eligibility period if the individual has been disqualified 

for benefits because the individual voluntarily left work, was discharged for misconduct, 

or refused an offer of suitable work, unless the disqualification imposed for those reasons 

has been terminated in accordance with AS 23.20.379(e) [d].
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B Y  T H E  L A B O R  AND
IN  T H E  H O U S E  C O M M E R C E  C O M M IT T E E

S E N A T E  C S  F O R  C S  F O R  H O U S E  B I L L  N O . 1 4 7  ( L & C )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  u n e m p l o y m e n t  i n s u r a n c e  a n d  t o

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

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

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

t i o n  i n f o r m a t i o n ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  

d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  1 6 . 1 0 . 2 9 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  A  p e r s o n  a p p l y i n g  f o r  a  l i c e n s e  a s  a  f i s h  p r o c e s s o r  o r  

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

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

p a y  ( 1 )  a l l  p e r s o n s  f u r n i s h i n g  l a b o r  t o  a  f i s h  p r o c e s s o r  o r  p r i m a r y  

f i s h  b u y e r ,  i n c l u d i n g  c o n t r a c t u a l  e m p l o y e e  b e n e f i t s ;  [A N D ]  ( 2 )  i n ­

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

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

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

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

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

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

o r  s u r e t i e s  m u s t  [ S H A L L ]  b e  s a t i s f a c t o r y ,  i n  t h e  d e t e r m i n a t i o n  o f  t h e .  

c o m m i s s i o n e r .

*  S e c .  2 .  A S  2 3 . 2 0 . 1 1 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( k )  I f  a n  i n d i v i d u a l  w h o  i s  a p p l y i n g  f o r  o r  p a r t i c i p a t i n g  i n  a 

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

- 1 “  S C S  C S H B  1 4 7 ( L & C )



D e p a r t m e n t  o f  H o u s i n g  a n d  U r b a n  D e v e l o p m e n t  g i v e s  a u t h o r i z a t i o n ,  t h e  

d e p a r t m e n t  s h a l l  d i s c l o s e ,  t o  t h e  U n i t e d  S t a t e s  D e p a r t m e n t  o f  H o u s i n g  

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

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

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

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

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

t u r e  o f  t h e  i n d i v i d u a l .  I n  t h i s  s u b s e c t i o n ,

( 1 )  " u n e m p lo y m e n t  c o m p e n s a t i o n  i n f o r m a t i o n "  m e a n s  w h e t h e r  

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

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

t h a t  t h e  i n d i v i d u a l  i s  r e c e i v i n g  o r  w i l l  r e c e i v e ?

( 2 )  " w a g e  i n f o r m a t i o n "  m e a n s  t h e  s o c i a l  s e c u r i t y  n u m b e r ,  o r  

n u m b e r s  i f  t h e r e  a r e  m o r e  t h a n  o n e ,  a n d  q u a r t e r l y  w a g e s  o f  a n  em ­

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

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

t e r .

*  S e c .  3 .  A S  2 3 . 2 0 . 1 4 5 ( f )  i s  a m e n d e d  t o  r e a d :

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

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

u n d e r  42  U . S . C .  1 1 0 3  ( S e c .  9 0 3 ,  S o c i a l  S e c u r i t y  A c t )  m a y  n o t  b e  r e q u i ­

s i t i o n e d  f r o m  t h i s  s t a t e ' s  a c c o u n t  o r  u s e d  e x c e p t  f o r  t h e  p a y m e n t  o f  

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

t r a t i o n  o f  t h i s  c h a p t e r .  T h i s  m o n e y  m a y  b e  r e q u i s i t i o n e d  u n d e r  ( b )  o f  

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

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

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

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

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

S C S  C S H B  1 4 7 ( L & C )  - 2 -
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( 1 )  s p e c i f i e s  t h e  p u r p o s e  f o r  w h i c h  t h e  m o n e y  i s  a p p r o p r i ­

a t e d  a n d  t h e  a m o u n t  a p p r o p r i a t e d ;

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

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

t h e  e n a c t m e n t  o f  t h e  a p p r o p r i a t i o n  l a w ;  a n d

( 3 )  l i m i t s  t h e  a m o u n t  t h a t  [W H IC H ]  m a y  b e  o b l i g a t e d  d u r i n g  

a  f i s c a l  y e a r  t o  a n  a m o u n t  t h a t  [W H IC H ]  d o e s  n o t  e x c e e d  t h e  a m o u n t  b y  

w h i c h  [ ( A )  ] t h e  a g g r e g a t e  o f  t h e  a m o u n t s  c r e d i t e d  t o  t h e  a c c o u n t  o f  

t h i s  s t a t e  u n d e r  42  U . S . C .  1 1 0 3  ( S e c .  9 0 3 ,  S o c i a l  S e c u r i t y  A c t )  d u r i n g  

t h a t  f i s c a l  y e a r  a n d  t h e  2 4  [ 2 4 ]  p r e c e d i n g  f i s c a l  y e a r s  e x c e e d s  [ ( B ) ]  

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

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

o f  t h i s  s t a t e  d u r i n g  t h o s e  3 5  [ 2 5 ]  f i s c a l  y e a r s .

*  S e c .  4 .  A S  2 3 . 2 0 . 1 4 5 ( g )  i s  a m e n d e d  t o  r e a d :

( g )  A m o u n t s  c r e d i t e d  t o  t h i s  s t a t e ' s  a c c o u n t  i n  t h e  u n e m p lo y m e n t  

t r u s t  f u n d  u n d e r  42  U . S . C .  1 1 0 3  ( S e c .  9 0 3 ,  S o c i a l  S e c u r i t y  A c t )  t h a t  

[W H I C H ]  a r e  o b l i g a t e d  f o r  a d m i n i s t r a t i o n  o r  p a i d  o u t  f o r  b e n e f i t s  

s h a l l  b e  c h a r g e d  a g a i n s t  e q u i v a l e n t  a m o u n t s  t h a t  [W H IC H ]  w e r e  f i r s t  

c r e d i t e d  a n d  t h a t  [W H IC H ]  a r e  n o t  a l r e a d y  s o  c h a r g e d .  H o w e v e r ,  a n  

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

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

[ S U C H ]  a  f i s c a l  y e a r  e a r l i e r  t h a n  t h e  3 4 t h  [ 2 4 T H ]  p r e c e d i n g  f i s c a l  

y e a r .

*  S e c .  5 .  A S  2 3 . 2 0 . 1 9 5 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  I f  t h e  c o n t r i b u t i o n s  a r e  u n p a i d  a f t e r  30  d a y s  f r o m  t h e  d a t e  

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

d e p a r t m e n t  m a y  [ S H A L L ]  a s s e s s  a n d  c o l l e c t  i n  t h e  s a m e  m a n n e r  a s  c o n ­

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

- 3 -  S C S  C S H B  1 4 7 ( L & C )



c o n t r i b u t i o n s  d u e  o r  $ 1 0 . [ I N  NO E V E N T  MAY T H E  P E N A L T Y  B E  L E E S  TH AN  

$1.]

*  S e c .  6 .  A S  2 3 . 2 0 . 2 0 5 ( a )  i s  a m e n d e d  t o  r e a d :

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

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

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

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

t h e  d e p a r t m e n t ' s  r i g h t s  u n d e r  ( c )  o f  t h i s  s e c t i o n .  A  p e a c e  o f f i c e r  o r  

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

p e r s o n a l l y  0 1 * t h e  d e p a r t m e n t  m a y  m a i l  t h e  n o t i c e  b y  c e r t i f i e d  o r  

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

*  S e c .  7 .  A S  2 3 . 2 0 . 2 0 5 ( c )  i s  a m e n d e d  t o  r e a d :

( c )  U n l e s s  a n  a p p e a l  i s  f i l e d  u n d e r  A S  2 3 . 2 0 . 2 2 0 .  i f  [ I F ]  t h e

a m o u n t  a s s e s s e d  i s  n o t  p a i d  w i t h i n  3 0  d a y s  a f t e r  p e r s o n a l  s e r v i c e  o r

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

m e n t  m a y  [ ,  S U B J E C T  T O  A S  2 3 . 2 0 . 2 2 0 , ]  c o l l e c t  t h e  a m o u n t  s t a t e d  i n  t h e  

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

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

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

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

*  S e c .  8 .  A S  2 3 . 2 0 . 2 2 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  W h e n  a  n o t i c e  o f  a s s e s s m e n t  i s  d e l i v e r e d  o r  m a i l e d  t o  a 

d e l i n q u e n t  e m p l o y e r ,  t h e  e m p l o y e r  m a y  w i t h i n  30  d a y s  f i l e  a n  aoccal [A  

P E T I T I O N ]  i n  w r i t i n g  w i t h  t h e  d e p a r t m e n t ,  s t a t i n g  t h a t  t h e  a s s e s s m e n t  

i s  u n j u s t  o r  i n c o r r e c t  a n d  r e q u e s t i n g  a  h e a r i n g  o n  i t .  T h e  period f o r  

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

c a u s e .  T h e  a p p e a l  m u s t  [ P E T I T I O N  S H A L L ]  s e t  o u t  t h e  r e a s o n s  t h e  

a s s e s s m e n t  i s  o b j e c t e d  t o  a n d  t h e  a m o u n t  o f  c o n t r i b u t i o n s  t h a t  [W H IC H ]  

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

[ I N S U R E ]  c o l l e c t i o n .  T h e  d e p a r t m e n t  m a y  w a i v e  t h e  s e c u r i t y  r e q u i r e ­

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

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

a n d  p e n a l t i e s  d u e  a r e  n o t  i n  j e o p a r d y .  I f  [N O  P E T I T I O N  I S  F I L E D  

W I T H I N  T H E  T I M E  P R E S C R I B E D ,  O R  I F ]  t h e  e m p l o y e r  f a i l s  t o  p r o v i d e  t h e  

r e q u i r e d  s e c u r i t y ,  t h e  c o l l e c t i o n  u n d e r  A S  2 3 . 2 0 . 2 0 5 f c )  i s  n o t  s r a v e d  

[ T H E  A S S E S S M E N T  I S  P R IM A  F A C I E  C O R R E C T ] ,  T h e  d e p a r t m e n t  s h a l l  a d o p t  

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

E V E R ,  T H E  D E P A R T M E N T  MAY E N T E R T A I N  A  S U B S E Q U E N T  A P P L I C A T I O N  F O R  R E ­

F U N D ,  A N D , I F  D E N I E D  A  R E F U N D ,  A  H E A R IN G  ON T H E  A P P L I C A T I O N  I N  A C C O R ­

D A N C E  W IT H  A S  2 3 . 2 0 . 2 2 5 ] .

*  S e c .  9 .  A S  2 3 . 2 0 . 2 2 0 ( b )  i s  a m e n d e d  t o  r e a d :

( b )  I f  t h e  a p p e a l  i s  a c c o m p a n i e d  b v  t h e  r e g u i r e d  s e c u r i t y  o r  t h e  

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

[ F I L I N G  A  P E T I T I O N ]  o n  a  d i s p u t e d  a s s e s s m e n t  w i t h  t h e  d e p a r t m e n t  s t a y s  

t h e  s a l e  p r o v i d e d  f o r  i n  A S  2 3 , 2 0 . 2 1 0  u n t i l  a  f i n a l  d e c i s i o n  o n  t h e  

a s s e s s m e n t  i s  m a d e .  H o w e v e r ,  t h e  f i l i n g  o f  a n  a p p e a l  [A  P E T I T I O N ]  

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

p r o v i d e d  i n  A S  2 3 . 2 0 . 2 0 0 .

*  S e c .  1 0 .  A S  2 3 . 2 0 . 2 2 0 ( c )  i s  a m e n d e d  t o  r e a d :

( c )  A f t e r  g r a n t i n g  t h e  a p p e l l a n t  [ P E T I T I O N E R ]  r e a s o n a b l e  o p p o r ­

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

a p p e a l  [ P E T I T I O N ] .  T h e  d e p a r t m e n t ' s  d e c i s i o n  i s  f i n a l  u n l e s s  t h e  

a p p e l l a n t  [ P E T I T I O N E R ]  i n i t i a t e s  a  p r o c e e d i n g  f o r  j u d i c i a l  r e v i e w  i n  

t h e  m a n n e r  p r o v i d e d  b y  A S  2 3 . 2 0 . 4 4 5 .

*  S e c .  1 1 .  A S  2 3 . 2 0 . 2 2 5  i s  a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  t o  r e a d :

( e )  T h e  d e p a r t m e n t  s h a l l  a d o p t  r e g u l a t i o n s  p r o v i d i n g  f o r  t h e  

d i s p o s i t i o n  o f  e x c e s s  c o n t r i b u t i o n s  p a i d  t o  t h e  u n e m p lo y m e n t
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c o m p e n s a t i o n  f u n d  u n d e r  AS 23 .20 .130 .  T h e  r e g u l a t i o n s  m u s t  b e  s u b ­

s t a n t i a l l y  s i m i l a r  t o  t h e  p r o v i s i o n s  o f  AS 34.45.110 - 34 .45 .430 .

* S e c .  12. AS 23.20.240(a) i s  am e n d e d  t o  r e a d :

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

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

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

t h e  n am e  o f  t h e  s t a t e ,  o r  b y  b o t h  m e t h o d s .  T h e  d e p a r t m e n t  s h a l l  

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

t h e  p e r s o n  f o r  t h e  c o l l e c t i o n  o f  t h e  d e l i n g u e n t  a m o u n t .  An [AND THE] 

e m p l o y e r  who  i s  [ I F  FOUND] l i a b l e  s h a l l  p a y  t h e  c o s t  o f  t h e  c o l l e c ­

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

a c t i o n .

* S e c .  13. AS 23.20 i s  am e n d e d  b y  a d d i n g  a  n ew  s e c t i o n  t o  r e a d :

S e c .  23 .20 .242 .  APPEALS BY OFFICER, MEMBER, OR EMPLOYEE. The  

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

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

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

AS 23 .20.165 - 23.20.278 t o  a p p e a l  i n d i v i d u a l l y  t h e i r  d u t y  t o  p a y

u n d e r  t h o s e  s e c t i o n s .

* S e c .  14. AS 23.20.277(b) i s  a m e n d e d  t o  r e a d :

(b) A t  t h e  e n d  o f  e a c h  c a l e n d a r  q u a r t e r ,  o r  a t  t h e  e n d  o f  an y  

o t h e r  p e r i o d  a s  d e t e r m i n e d  b y  t h e  d e p a r t m e n t ,  t h e  d e p a r tm e n t :  s h a l l  

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

n o n p r o f i t  o r g a n i z a t i o n s  t h a t  [ ,  WHICH] h a s  e l e c t e d  t o  m ak e  p a y m e n t s  i n  

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

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

t h e  g o v e r n m e n t  e n t i t y ,  n o n p r o f i t  o r g a n i z a t i o n ,  o r  g r o u p .  I n  t h e  c a s p  

o f  n o n p r o f i t  o r g a n i z a t i o n s  a n d  g r o u p s  o f  n o n p r o f i t  o r g a n i z a t i o n s ,  t h e  

a m o u n t  b i l l e d  i s  a n  am ou n t  e q u a l  t o  t h e  f u l l  a m o u n t  o f  r e g u l a r  
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b e n e f i t s  p l u s  [ONE-HALF OF THE AMOUNT OF] e x t e n d e d  b e n e f i t s  t h a t  a r e  

n o t  r e i m b u r s a b l e  b y  t h e  f e d e r a l  g o v e r n m e n t .  I n  [AND IN ]  t h e  c a s e  o f  

a  g o v e r n m e n t  e n t i t y  t h e  am ou n t  b i l l e d  i s  [WHICH HAS ELECTED TO MAKE 

PAYMENTS UNDER THIS SECTION] a n  a m o u n t  e q u a l  t o  t h e  f u l l  am ou n t  o f  t h e  

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

[DURING THE QUARTER OR OTHER PRESCRIBED PERIOD THAT I S  ATTRIBUTABLE TO 

SERVICE IN THE EMPLOY OF THE NONPROFIT ORGANIZATION].

* S e c .  15. AS 23 .20 .277(e)  i s  am e n d e d  t o  r e a d :

(e) A t  t h e  e n d  o f  e a c h  t a x a b l e  y e a r ,  t h e  d e p a r t m e n t  s h a l l  d e t e r ­

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

o r g a n i z a t i o n  o r  g r o u p  o f  n o n p r o f i t  o r g a n i z a t i o n s  i s  l e s s  t h a n ,  o r  i n  

e x c e s s  o f ,  t h e  t o t a l  a m o u n t  o f  r e g u l a r  b e n e f i t s  p l u s  [ONE-HALF OF THE 

AMOUNT OF] e x t e n d e d  b e n e f i t s  n o t  r e i m b u r s a b l e  b v  t h e  f e d e r a l  g o v e r n ­

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

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

g r o u p .  I n  [ ;  AND IN ]  t h e  c a s e  o f  a  g o v e r n m e n t  e n t i t y  t h a t  h a s  e l e c t e d  

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

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

o f ,  t h e  t o t a l  a m o u n t  o f  r e g u l a r  b e n e f i t s  p l u s  t h e  t o t a l  am ou n t  o f  

e x t e n d e d  b e n e f i t s  a s  d e t e r m i n e d  i n  t h i s  s u b s e c t i o n .  E a c h  o r g a n i z a t i o n  

o r  g r o u p  w h o s e  t o t a l  p a y m e n t s  f o r  t h e  t a x a b l e  y e a r  a " e  l e s s  t h a n  t h e  

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

t h e  f u n d  i n  a c c o r d a n c e  w i t h  (f) o f  t h i s  s e c t i o n .  I f  t h e  t o t a l  p a y ­

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

p a r t  o f  t h e  e x c e s s  m ay ,  a t  t h e  d i s c r e t i o n  o f  t h e  d e p a r t m e n t ,  b e  r e ­

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

t h a t  [WHICH] may  b e  r e q u i r e d  f o r  t h e  n e x t  t a x a b l e  y e a r .

* S e c .  16. AS 23.20.277(1) i s  am en d e d  t o  r e a d :

(1) E a c h  e m p l o y e r  t h a t  i s  l i a b l e  f o r  p a y m e n t s  i n  p l a c e  o f
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c o n t r i b u t i o n s  s h a l l  p a y  t o  t h e  d e p a r t m e n t  f o r  t h e  f u n d  t h e  am ou n t  o f  

r e g u l a r  b e n e f i t s  p l u s  t h e  [AMOUNT OF ONE-HALF OF] e x t e n d e d  b e n e f i t s  

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

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

a g o v e r n m e n t  e n t i t y  t h a t  [WHICH] h a s  e l e c t e d  t o  m ak e  p a y m e n t s  u n d e r  

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

f u l l  a m o u n t  o f  e x t e n d e d  b e n e f i t s  t h a t  [WHICH] a r e  a t t r i b u t a b l e  t o  

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

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

m o r e  o f  t h e s e  e m p l o y e r s  i s  [ARE] l i a b l e  f o r  p a y m e n t s  i n  p l a c e  o f  

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

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

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

* S e c .  17. AS 23 .20.340(b) i s  am e n d e d  t o  r e a d :

(b) W i t h i n  o n e  y e a r  f r o m  t h e  d a t e  o f  t h e  i n i t i a l  d e t e r m i n a t i o n  

o f  t h e  w e e k l y  b e n e f i t  a m o u n t  and  t h e  maximum p o t e n t i a l  b e n e f i t  amoun t  

e s t a b l i s h e d  u n d e r  AS 2 3 .2 0 .3 5 0 . t h e  d e p a r t m e n t  s h a l l  r e c o n s i d e r  o n l y  

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

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

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

p e r t i n e n t  t o  t h e  c l a i m a n t ' s  i n s u r e d  s t a t u s  h a v e  b e c o m e  a v a i l a b l e ,  o r  

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

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

m o n e t a r y  a m o u n t s .

* S e c .  18. AS 23.20 .378(c) i s  am e n d e d  t o  r e a d :

(c) An i n s u r e d  w o r k e r  i s  d i s q u a l i f i e d  f o r  w a i t i n g - w e e k  c r e d i t  o r  

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

i n g  an  a c a d e m i c  e d u c a t i o n  [ATTENDS AN ESTABLISHED SCHOOL IN  A COURSE 

OF STUDY PROVIDING ACADEMIC INSTRUCTION OF 10 OR MORE CREDIT HOURS PER
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WEEK, OR THE EQUIVALENT] . A d i s q u a l i f i c a t i o n  u n d e r  t h i s  s u b s e c t i o n  

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

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

w o r k e r  i s  n o  l o n g e r  p u r s u i n g  a n  a c a d e m i c  e d u c a t i o n .  H o w e v e r ,  an

l e a s t  o n e  s c h o o l  t e r m  a n d  who w a s  w o r k i n g  a t l e a s t  3 0 h o u r s  a w e e k

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

an  a c a d e m i c  e d u c a t i o n  i s  n o t  d i s g u a l i f i e d  f o r w a i t i n g - w e e k  c r e d i t  o r

b e n e f i t s  u n d e r  t h i s  s u b s e c t i o n  i f  t h e  w o r k e r ' s a c a d e m i c  s c h e d u l e  d o e s

n o t  p r e c l u d e  f u l l - t i m e  w o r k  i n  t h e  w o r k e r ' s o c c u p a t i o n  a n d  i f  t h e

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

t h e  w o r k e r ' s  j o b  w a s  e l i m i n a t e d  [ATTENDING CLASSES I F  THE INSURED 

WORKER CERTIF IES  THAT THE PERIOD OF NONATTENDANCE WILL LAST AT LEAST 

60 D A Y S ] . I n  t h i s  s u b s e c t i o n ,

’’p u r s u i n g  a n  a c a d e m i c  e d u c a t i o n "  m e a n s  a t t e n d i n g  an  

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

o f  10 o r  m o r e  c r e d i t  h o u r s  p e r  w e e k ,  o r  t h e  e q u i v a l e n t ;

(2) [THE TERM] " s c h o o l "  i n c l u d e s  p r i m a r y  s c h o o l s ,  s e c o n d a r y  

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

* S e c .  19. AS 23 .20 .379(c)  i s  am e n d e d  t o  r e a d :

(c) T h e  d e p a r t m e n t  s h a l l  r e d u c e  t h e  maximum p o t e n t i a l  b e n e f i t s

t o  w h i c h  a n  i n s u r e d  w o r k e r  d i s q u a l i f i e d  u n d e r  [ (a) OR (b) OF] t h i s  

s e c t i o n  w o u l d  h a v e  b e e n  e n t i t l e d  b y  t h r e e  t i m e s  t h e  i n s u r e d  w o r k e r ' s  

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

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

w h i c h e v e r  i s  l e s s .

* S e c .  20. AS 23.20 .379(d) i s  am e n d e d  t o  r e a d :

(d) T h e  d i s q u a l i f i c a t i o n  r e q u i r e d  i n  f a '  a n d  (b) o f  t h i s  s e c t i o n  

i s  t e r m i n a t e d  i f  t h e  i n s u r e d  w o r k e r  r e t u r n s  t o  e m p l o y m e n t  a n d  e a r n s  a t
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l e a s t e i g h t t im e s th e in s u re d  w o r k e r 's  w ee k ly b e n e f i t  amount.

*  Sec. 21 . AS 23 .2 0 .3 7 9 i s  amended by a dd in g a new su b s e c t io n  to  re a d :

(e ) An in s u re d  w o rk e r i s  d i s q u a l i f i e d  f o r  w a i t in g -w e e k  c r e d i t  o r

b e n e f i t s  f o r  th e f i r s t  week i n  w h ich th e  in s u re d  w o rke r i s  unemployed 

and f o r  th e n e x t 51 weeks o f unemployment f o l l o w in g  t h a t week o r u n t i l  

th e i n d i v i d u a l has worked subsequen t t o  th e d is c h a rg e from  work and 

ea rned 20 t im e s the in s u re d  w o r k e r 's  w e e k ly b e n e f i t  amount i n  employ­

ment co ve re d unde r t h i s  c h a p te r i f  th e in s u re d  w o rk e r was d is c h a rg e d 

f o r  comm iss ion o f  a fe lo n y  o r t h e f t  i n  c o n n e c t io n  w i t h  th e w o rk . In 

a d d i t i o n , th e in s u re d  w o rk e r i s  n o t e l i g i b l e  f o r  ex tended b e n e f i t s  

u nde r t h i s  c h a p te r u n t i l  the w o rk e r has r e q u a l i f i e d  f o r  b e n e f i t s  by 

m ee t in g th e e a rn in g s re q u irem e n t i n  t h i s  s u b s e c t io n .

*  Sec. 22. AS 2 3 .2 0 .3 8 2 (b ) i s  re p e a le d  and re e na c te d to  re a d :

(b ) An o th e rw is e  e l i g i b l e  i n d i v i d u a l may n o t be den ie d b e n e f i t s

o r w a i t in g -w e e k  c r e d i t  f o r  any week because th e i n d i v i d u a l i s  in  

t r a i n i n g  app roved unde r 19 U .S .C . 2 2 9 6 (a ) (1 ) (s e c . 2 3 6 ( a ) ( 1 ) , Trade 

A c t o f 1974 ) , i f

(1 ) w h i le  a t t e n d in g  th e t r a i n i n g ,  th e i n d i v i d u a l i s  n o t 

a v a i l a b l e  f o r  w o rk , f a i l s  to  seek wo rk , o r re fu s e s w o rk ; o r

(2 ) th e i n d i v i d u a l l e f t  work t h a t was n o t s u i t a b l e  emp loy ­

ment to  e n t e r t r a i n i n g .

*  Sec. 23. AS 23 .2 0 .3 8 2 is  amended by add in g a new s u b s e c t io n  to  re a d :

(d ) An o th e rw is e  e l i g i b l e  i n d i v i d u a l may n o t be den ie d b e n e f i t s

o r w a i t in g -w e e k  c r e d i t  f o r  any week because the i n d i v i d u a l i s  in  any 

t r a i n i n g  app roved unde r 29 U .S .C . 1651 - 1658, as amended by P .L .

100-418 , and, w h i le  a t t e n d in g  th e t r a i n i n g ,  i s  n o t a v a i l a b l e  f o r  wo rk , 

f a i l s  to seek w o rk , o r re fu s e s w o rk .

* Sec. 24. AS 2 3 .2 0 .3 8 7 (a ) i s  amended to re a d :

(a ) An in s u re d  w o rk e r i s  d i s q u a l i f i e d  f o r  b e n e f i t s  f o r  th e week
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w i t h  r e s p e c t  t o  w h i c h  t h e  f a l s e  s t a t e m e n t  o r  m i s r e p r e s e n t a t i o n  w a s

m ade  a n d  f o r  an  a d d i t i o n a l  p e r i o d  o f  n o t  l e s s  t h a n  s i x  w e e k s  o r  more  

t h a n  52 w e e k s  i f  t h e  d e p a r t m e n t  d e t e r m i n e s  t h a t  t h e  i n s u r e d  w o r k e r  h a s  

k n o w i n g l y  m ad e  a  f a l s e  s t a t e m e n t  o r  m i s r e p r e s e n t a t i o n  o f  a m a t e r i a l  

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

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

a d d i t i o n a l  [T H IS ]  d i s q u a l i f i c a t i o n  a n d  t h e  b e g i n n i n g  d a t e  o f  t h a t  

[THE] d i s q u a l i f i c a t i o n  s h a l l  b e  d e t e r m i n e d  b y  t h e  d e p a r t m e n t  a c c o r d i n g  

t o  t h e  c i r c u m s t a n c e s  i n  e a c h  c a s e .

* S e c .  25. AS 23.20.390 i s  a m e n d e d  b y  a d d i n g  a n ew  s u b s e c t i o n  t o  r e a d :

(f) I n  a d d i t i o n  t o  t h e  l i a b i l i t y  u n d e r  (a) o f  t h i s  s e c t i o n  f o r  

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

i f i e d  f r o m  r e c e i p t  o f  b e n e f i t s  u n d e r  AS 23.20.387 i s  l i a b l e  t o  t h e  

d e p a r t m e n t  f o r  a p e n a l t y  i n  a n  am ou n t  e q u a l  t o  50 p e r c e n t  o f  t h e  

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

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

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

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

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

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

c o l l e c t s .

* S e c .  26. AS 23.20.530(a) i s  am e n d e d  t o  r e a d :

(a) I n  t h i s  c h a p t e r ,  " w a g e s "  m e a n s  a l l  r e m u n e r a t i o n  f o r  s e r v i c e  

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

n o n i n s u r e d  w o r k ,  o r  s e l f - e m p l o y m e n t ;  c o m m i s s i o n s ,  b o n u s e s ,  b a c k  p a y  

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

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

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

v i d u a l ' s  e m p l o y i n g  u n i t  may b e  t r e a t e d  a s  w a g e s  r e c e i v e d  f r o m  t h e
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WORK. D R A F T W O R X  D R A F T W O R K  D R A F T

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

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

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

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

t i o n s  a d o p t e d  b y  t h e  d e p a r t m e n t ;  n o t w i t h s t a n d i n g  AS 23 .20 .350(a) ,  b a c k  

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

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

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

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

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

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

b y  t h e  d e p a r t m e n t .  T h e  r e g u l a t i o n s  m u s t  [SHALL],  s o  f a r  a s  p o s s i b l e ,  

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

i f  t h e  i n d i v i d u a l ' s  w a g e s  w e r e  p a i d  a t  r e g u l a r  i n t e r v a l s .  When an  

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

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

w h i c h  t h e y  w e r e  e a r n e d .

* S e c .  27. AS 23.20 i s  am e n d e d  b y  a d d i n g  a  n ew  s e c t i o n  t o  r e a d :

S e c .  23 .20 .533 .  APPLICATION FOR DEMONSTRATION PROJECT. (a) Th e  

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

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

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

t r a t i v e  m o n e y  i s  a v a i l a b l e  -co o p e r a t e  t h e  p r o j e c t .

(b) T h e  D e p a r t m e n t  o f  L a b o r  may w a i v e  p r o v i s i o n s  o f  t h i s  c h a p t e r  

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

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

* S e c .  28. AS 34.45.760(10) i s  am e n d e d  t o  r e a d :

(10) " i n t a n g i b l e  p r o p e r t y "

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

d i v i d e n d s ,  a n d  i n c o m e ;

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

c e r t i f i c a t e s ,  s e c u r i t y  d e p o s i t s ,  r e f u n d s ,  c r e d i t  memos,  

u n p a i d  w a g e s ,  a n d  u n i d e n t i f i e d  r e m i t t a n c e s ;

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

e s t s  i n  b u s i n e s s  a s s o c i a t i o n s ;

( iv)  m o n e y  d e p o s i t e d  t o  r e d e e m  s t o c k s ,  b o n d s ,  

c o u p o n s ,  a n d  o t h e r  s e c u r i t i e s ,  o r  t o  m ak e  d i s t r i b u t i o n s ;

(v) a m o u n t s  d u e  a n d  p a y a b l e  u n d e r  t h e  t e r m s  o f  

i n s u r a n c e  p o l i c i e s ;  a n d

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

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

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

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

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

(B) d o e s  n o t  i n c l u d e

(i) u n u s e d  a i r l i n e  t i c k e t s ;  [OR]

( i i )  s h a r e s  o f  s t o c k  i s s u e d  b y  a c o r p o r a t i o n  

o r g a n i z e d  u n d e r  43 U . S . C .  1601 - 1629a ( A l a s k a  N a t i v e  C l a i m s  

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

s h a r e s  o f  s t o c k ;  o r

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

u n e m p l o y m e n t  c o m p e n s a t i o n  f u n d  u n d e r  AS 23 .20 .130;

* S e c .  29. AS 23 .20 .1 75(a) ,  23 .20 .175(b) ,  23 .20 .175(c)(1) ,  23.20.350--

( f) (4 ) ,  a n d  23 .20 .350( f)(5)  a r e  r e p e a l e d .

* S e c .  30. S e c t i o n  28 o f  t h i s  A c t  i s  r e t r o a c t i v e  t o  S e p t e m b e r  7, 1986.

* S e c .  31. S e c t i o n s  11, 28, a n d  30 o f  t h i s  A c t  t a k e  e f f e c t  i m m e d i a t e l y  

u n d e r  AS 0 1 .1 0 .0 7 0 ( c) .
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* S e c .  32. S e c t i o n s  1 - 10, 12 - 27, a n d  29 o f  t h i s  A c t  t a k e  e f f e c t  

J u l y  2, 1989.
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Three s e c t io n s  o f  t h i s  b i l l  c a r r y  e x p e n d i tu r e  im pac t;  one s e c t io n  w i l l  
g e n e ra te  revenue .

S e c t io n  11 r e q u ir e s  th e  departm ent to  adopt r e g u la t io n s  to  f o l l o w  th e  n o t ic e  
and p u b l i c a t i o n  p r o v i s i o n s  o f  th e  Uncla imed P r o p e r t y  A c t .  The m in im al cos ts  
a s s o c ia t e d  w i t h  t h i s  requ irem ent w i l l  be p a id  f o r  ou t o f  c u r r e n t l y  budge ted  
f e d e r a l  o p e ra t in g  fund3.

S e c t i o n  18 would pay unemployment b e n e f i t s  t o  i n d i v i d u a l s  who a t t e n d  sch oo l i f  
t h e y  became l a i d  o f f  w h i l e  bo th  a t te n d in g  s ch o o l  and work ing  a t  l e a 3 t  t h i r t y  
hours a week.

There  wou ld  be a c o s t  to  th e  S t a t e  i f  s t a t e  em ployees were l a i d  o f f  and 
q u a l i f i e d  under t h i s  b i l l  f o r  unemployment b e n e f i t s .  Under e x i s t i n g  la w , the  
S t a t e  re im burses  the  Unemployment Insurance  T r u s t  Fund f o r  b e n e f i t s  p a id  to  
i t s  em p lo yees . We e s t im a te  t h a t  7 em ployees a y e a r  wou ld  q u a l i f y  f o r  
b e n e f i t s .  A t  an a verage  b e n e f i t  o f  $2,000 each , t h i s  would equa te  to  $14,000 
a y e a r .

S e c t io n  29 wou ld  change the  p r o v i s io n s  f o r  dependen t a l lo w a n c e .  Both p a ren ts  
would r e c e i v e  th e  a l lo w an ce  i f  t h e y  a re  unemployed a t  th e  same t im e .  We 
e s t im a te  t h i s  would c o s t  th e  S t a t e  $30, 000 p e r .  y e a r  i n  b e n e f i t s  t o  e x -3 t a t e  
em p loyees .

The t o t a l  im pact o f  th e s e  two p r o v i s io n s  w ou ld  be $44,000 p e r  y e a r .  However, 
s in c e  a p p ro x im a te ly  70% o f  th e  s t a t e  o p e r a t in g  budget i s  g e n e ra l  funds ,  we 
e s t im a te  t h a t  $30,800 (70% o f  $44,000) o f  g e n e r a l  fund  money would be used
w h i le  $13,200 would be o th e r  fund3. O th e r  funds in c lu d e  f e d e r a l ,  i n t e r ­
agency , user  f e e s ,  e t c .

S e c t io n  25 o f  t h i s  b i l l  p r o v id e s  f o r  a p e n a l t y  o f  50% t o  be a ssessed  c la im an ts  
who a re  d i s q u a l i f i e d  f o r  f r a u d u le n t  r e c e ip t  o f  U I  b e n e f i t s .  When c o l l e c t e d ,  
th i3  p e n a l t y  w i l l  be d e p o s i t e d  i n  the  G en e ra l  Fund as u n r e s t r i c t e d  re venue . 
The c a l c u l a t i o n s  used t o  a r r i v e  a t  e s t im a te d  a n t i c i p a t e d  revenues  a re  a3 
f o l l o w s :

1. T o t a l  d e t e c t e d  f r a u d u le n t  payments made p e r  y e a r  $500,000.

2 . 50% p e n a l t y  on d e t e c te d  f r a u d u le n t  paym ents $250,000.

3. A  60% c o l l e c t i o n  r a t e  on th e  e s t a b l i s h e d  p e n a l t i e s  $150,000.

A ssu m p t io n s :
1. An e f f e c t i v e  d a te  f o r  s e c t io n s  18, 25, and 29 o f  J u l y  2, 1989.

2. D e te c te d  f r a u d u le n t  overpaym ents  w i l l  remain a t  about $500,000/year 
th rough  1994.

3. The fra u d  p e n a l t y  must be c o l l e c t e d  i n  cash , t h e r e f o r e  we have assumed a 
60% c o l l e c t i o n  r a te  on e s t a b l i s h e d  p e n a l t i e s .  The p e n a l t y  cannot be 
c o l l e c t e d  by red uc in g  a c la im a n ts  fu tu r e  b e n e f i t  e n t i t l e m e n t  due to  a 
c o n f l i c t  w i th  f e d e r a l  law .

Fiscal Note Analysis
for

"An Act relating to Unemployment Insurance..."
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(3-30-89)

SECTION-BY-SECTION ANALYSIS 
CS fo r House Bill 147 (Jud)

Section 1:

The proposed am endm ent o f AS 16.10.290(a) enhances the D epartm en t's  a b ility  to 
co llec t de linquen t unem ploym ent insurance con tribu tions from  fish p ro cesso rs and fish 
buyers. The D epartm en t's  figu res ind ica te  that, as o f D ecem ber 1987, abou t 25 
p e rc en t o f all fish p rocesso rs and buyers were delinquent in th e ir con tribu tion s. Those 
delinquencies re su lted  in a loss to  the  unemployment tru s t fund o f about $610,000 as of 
th a t d a te . U nder th e  proposed am endm ent, the D epa rtm en t m ay a sse r t c la im s fo r 
con tribu tions aga in s t the fish  p rocesso rs' and buyers' su re ty  bonds, such c la im s having 
n ex t p r io r ity  a f te r  claim s fo r wages and payments fo r raw  fish.

Section 2:

The S tew a rt B. McKinney Hom eless A ssistance Am endm ents A ct o f  1988 requ ire s, as a 
cond ition  of rece iv ing  adm in is tra tiv e  g ran ts under T itle  m  o f th e  Social S ecu r ity  A ct, 
th a t  s ta te s  m ust d isclose c e r ta in  in fo rm ation  con ta in ed  in em p loym en t se cu rity  
reco rd s, upon request, to  HUD and rep re sen ta tiv es  o f  a public housing agency . I t also 
provides for re im bu rsem en t o f co sts  and app rop ria te  safeguard s o f th e  in fo rm a tion . 
The proposed am endm ent to  AS 23.20.110 would allow  the  D ep a rtm en t o f L abor to  
com ply w ith th e se  fede ra l requ irem en ts . This is a fed e ra l con fo rm ity  issue and  passage 
is requ ired  by S ep tem ber 30, 1989. The U.S. S e c re ta ry  o f Labor m ay w ithho ld 
adm in is tra tiv e  funding fo r th e  Em ploym ent S ecu rity  D ivision if th is d isc lo su re  
provision is no t tim ely  enacted .

Sections 3 and 4:

These sec tio n s provide fo r ex tension  o f  the Reed A c t fo r ten  years. T itle  IX  o f th e  
Social S ecu rity  A ct makes excess funds co llec ted  under th e  F edera l U nem ploym en t Tax 
A c t (FUTA) ava ilab le  to pay b en e f its  o r fo r adm in is tra tion  o f em p loym en t se cu rity  
p rogram s. F edera l law  ex tended th e  tim e  lim its in which th e  funds m ay be u sed  by te n  
years. Unless Congress in c rea se s th e  maximum allow able levels in th e se  funds, we 
a n tic ip a te  th a t th e re  will be excess funds to  d is tr ib u te  back  to  th e  s ta te s  in  th e  n e a r 
fu tu re . C u rren t s ta tu te  does no t p e rm it the Employm ent S ecu rity  D ivision to  re c e iv e  
o r use th e se  funds. This proposal, by ex tend ing the Reed Act, would allow  A laska to  
a c c ep t i t s  share  o f th e  funds.

Section 5:

The am endm en t o f AS 23.20.195(a) in th is  sec tion  provides th a t th e  ten  p e rc e n t p en a lty  
on delinquent em ployer rep o rts  and tax e s  may be d isc re tio n a ry  in s tead  o f m anda to ry . 
It also in c rea ses th e  m inimum pen a lty  to  $10 from  $1. A d isc re tion a ry  p e n a lty  would 
rem ove th e  requ irem en t fo r the  D epa rtm en t to  assess and co llec t p en a ltie s  w hen i t  was 
not cost e ffe c tiv e  to  do so.



Section. 6=

This s e c tio n  requ ire s  th e  D ep a rtm en t to inform  an em ployer, a t the  tim e  a n o tic e  o f 
assessm en t fo r de linquen t con tribu tio n s is served on th e  employer, o f the D ep a rtm en t's  
righ ts. This includes th e  r ig h t to  co lle c t the am ount s ta te d  in the  a ssessm en t by 
d is tra in t, se izu re  and sa le  o f th e  p ro p e r ty  or, goods o f th e  delinquen t employer.

Sections 7. 8, 9 and 10:

The am endm en ts to  AS 23.20.205(c) and AS 23.20.220(a), (b) and (c) in th ese  se c tio n s  
c la rify  th e  p ro cedu res fo r th e  app ea l by an employer o f  the  D epa rtm en t's  a ssessm en t 
against th e  em p loyer fo r unem ploym en t con tribu tions. The D ep a rtm en t may ex tend  
the 30-day appeal filing  dead line fo r  good cause. Also, the  am endm ents c la r ify  th a t if  
the em p loyer file s se cu rity  w ith  th e  appeal, th e  co llec tion  o f the  assessm en t will be 
s tayed  pending d e te rm in a tio n  o f  th e  appeal.

In addition, ex tran eous language in AS 23.20.220 is being de le ted .

Section 11:

This sec tio n  provides fo r th e  D ep a r tm en t to  adopt regu la tio n s fo r th e  d isposition  o f 
excess con tribu tio n s paid  to  th e  unem ploym ent com pensation  fund. S ection  25 o f th is 
bill exem p ts th e se  funds from  th e  U ncla im ed P roperty  A ct, instead, re ta in in g  th e  funds 
in th e  U nem ploym en t T ru st Fund. S ection 11 d ire c ts  th e  D ep a rtm en t to  adop t 
regu la tions sub s tan tia lly  s im ila r to  th e  provisions o f th e  U nclaim ed P ro p e rty  A c t to  
address th e  handling o f  these  unc la im ed  funds.

Section 12:

This am endm en t to  AS 23.20.240 would allow  th e  D epa rtm en t to  use p r iv a te  co lle c tio n  
fa c ilitie s  (or individuals) to  c o lle c t ou tstand ing em ployer con tribu tions from  
employers. The D ep a rtm en t is ow ed la rge amounts o f con tribu tions, e spec ia lly  by ou t 
o f s ta te  em ployers, th a t a re  d if f ic u lt to  co llec t. This would provide a m eans to  c o lle c t 
these  delinquen t con tribu tions. The am endm en t provides fo r adding th e  co lle c tio n  fe e  
to  th e  am oun t o f th e  d eb t owed, as F ede ra l law  proh ib its th e  use o f t ru s t fund (or 
em ployer con tribu tions) to  p ay  co lle c tio n  costs. This provision would p rov ide th e  
D epa rtm en t a means, n o t c u rre n tly  availab le, to  co llec t de linquen t con tribu tions.

Section 13:

Under c u rre n t law, an o ff ic e r o r em ployee o f a corporation , o r p a r tn e r o r em ployee o f 
a p a rtn e rsh ip  may be liab le  fo r de linquen t unem ploym ent con tribu tions in a civ il a c tio n  
if  they  have been  d e te rm in ed  to  have th e  du ty  to  pay th e  con tribu tions. These 
individuals have no p rio r appeal r ig h ts  regard ing  the d e te rm in a tio n  o f th e ir  du ty  to  pay  
the con tribu tions. This sec tio n  prov ides a new section, AS 23.20.242, th a t allows th e se  
individuals to  appeal, a t  an adm in is tra tiv e  level, the d e te rm in a tio n  o f "du ty  to  pay," 
prio r to  c iv il ac tion .
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Under c u rre n t law, nonpro fit o rg an iza tio n s pay 50 p e rc e n t o f ex tended  b en efits  (which 
is the am ount no t re im bu rsab le  by th e  fed e ra l government). Under the 
Gramm-Rudman-Hollings A ct (the Federa l Balanced Budget and Em ergency D efic it 
C ontro l A ct o f 1985), the re im bu rsab le  share  of ex tend ed  ben efits  p aym en ts m ay 
d ec rea se  because i t  is sub jec t to  seques tra tio n . This a c tio n  will in c rease  the am oun t o f 
ex tended  b en efits  p aym en ts no t re im bu rsab le  by th e  U.S. D epa rtm en t o f Labor. To 
o ffse t th e  a n tic ip a te d  loss o f  som e portion o f  th e  fede ra l money, nonp ro fit 
o rg an iza tion s th a t choose to  re im bu rse  the D epa rtm en t fo r b en e fits  paid to  th e ir  
fo rm er em ployees, in s tead  o f pay ing con tribu tions under AS 23.20.165, will, under the  
am endm en ts to  AS 23.20.277(b), (e) and (1), be requ ired  to  re im burse th e  D ep a rtm en t 
th e  full am ount o f ex tended  b en e f its  paid to  th e ir  fo rm er em ployees th a t  is no t 
re im bursab le . The am ount ch a rg ed  governm en t e n ti t ie s  will no t change because th ey  
cu rren tly  re im burse  100 p e rc en t o f  ex tended  benefits  paid.

Section 17:

This sec tio n  c la r if ie s  the in te n t o f  th e  law th a t the p rov iso  fo r red e te rm in ing  an in itia l 
c la im  app lies only to  the w eekly b e n e f it am ount and th e  maximum p o ten tia l b en e f it. 
This m oneta ry  red e te rm in a tio n  w ill ta k e  p lace if th e  D ep a rtm en t finds th a t an e r ro r  in 
com pu ta tion  o r id en tity  was m ade, add itiona l wages fo r a c la im an t have becom e 
ava ilab le  o r th e  in itia l d e te rm in a tio n  re su lted  from  th e  nondisclosure or 
m is rep re sen ta tio n  o f a m a te ria l fa c t.

Section 18:

This am endm en t provides fo r th e  paym en t o f b en e fits  to  individuals who have b een  
working full tim e  while a tte n d in g  school and who a re  la id  o f f  from  work. U nder 
p re sen t law, a person who is tak ing  te n  (10) or m ore c re d it hours o f  c la sses in an 
academ ic program  is no t e lig ib le  fo r unem ploym ent in su rance benefits, w ith  no 
excep tions. C u rren t law un fa ir ly  penalizes ind ividuals who have d em on s tra ted  th a t  
th ey  can a t te n d  school w ithou t a f fe c tin g  th e ir  av a ilab ility  to  work full tim e.

S ection 19:

This am endm en t would c o r re c t th e  language in AS 23.20.382 so th e  re s tr ic tio n s  would 
apply only to  cla im s under th e  T rade  Act, as in tended . C u rren t language app lies 
re s tr ic tio n s  to  all c la im an ts  th a t  w ere  only in tended to  app ly  to  T rade A c t c la im an ts .

Section 20:

Federa l law  p rec ludes s ta te s  from  denying b en efits  to  indiv iduals because th ey  a re  in 
tra in ing  approved under T itle  III o f th e  Job T raining P a rtn e rsh ip  A ct (JTPA). This 
am endm en t provides th a t a ll ind iv iduals who are  a tte n d in g  tra in ing  approved unde r 
JTPA  will no t be den ied th e ir  unem ploym ent in su rance ben efits . This con fo rm ing  
leg is la tion  is needed  to  pay b en e f its  to  those individuals, rega rd less o f w he th e r th e i r  
tra in ing  is academ ic o r vocationa l.



Sec.tlQn.2j;,

This provision d isqualifies the  w eek in which a fraudu len t a c t occurs in add itio n  to th e  
period of d isq u a lif ic a tio n  c u rre n tly  imposed. Under c u r re n t law, an individual can  be 
paid for a w eex in which he com m its fraud, because th e  d isqua lifica tion  beg ins th e  
week the frau d  decision is issued.

Section 22:

Under p roposed AS 23.20.390(f), ind ividuals who fraudu len tly  ob ta in  b en efits  in cu r an 
additional m one ta ry  p en a lty  o f 50 p e rc e n t o f the am oun t im properly rece ived , un less 
the  D ep a rtm en t waives the  penalty , w ith any penalties co lle c ted  to  go to  th e  g en e ra l 
fund. C urren tly , under AS 23.20.387, a person who fraudu len tly  rece iv e s  b e n e f its  is 
d isqualified from  rece iv ing  b e n e f its  fo r a specified period  o f tim e, and, under 
AS 23.20.390(a), must repay  th e  b en e f its  fraudulen tly  re c e iv ed  (a s itu a tio n  s im ila r to  
an in te re s t- fre e  loan). As a fu r th e r  d is incen tive  for fraud , the  50 p e rc en t p e n a lty  is 
proposed.

Section 23:

Under c u rre n t law, an individual's e lig ib ility  fo r unem ploym ent in surance b e n e f its  is 
based upon w ages paid to  the ind ividual. Thus, i f  an ind iv idual works fo r an em p lo y e r 
who files fo r  b ank rup tcy  and does no t pay i ts  employees, th e  individual does no t q u a lify  
fo r unem ploym ent b enefits . The p roposed  am endm ent to  AS 23.20.530(a) in  th is  
sec tion  r e c t i f ie s  th is  s itu a tion . This sec tion  expands th e  defin ition  o f "w ages" to  
include earn ings fo r work th a t an em ployee perfom s but is no t paid when th e  em p loye r 
files fo r bankrup tcy .

Section 24:

This provision allow s th e  D ep a rtm en t to  p a r tic ip a te  in d em on s tra tio n  o r p ilo t p ro je c ts  
w ith th e  U.S. D ep a rtm en t o f L abor (USDOL) th a t t e s t  innovative ways to  a s s is t 
unemployed ind iv iduals to  re tu rn  to  work. The D ep a rtm en t may waive e lig ib ility  
requ irem en ts i f  needed. P a r tic ip a tio n  in these  p ro je c ts  will be incum ben t upon 
ava ilab ility  o f  adm in is tra tiv e  funds fo r  op era ting  the p ro je c t.

Section 25:

This am endm en t p rov ides fo r em p loyer overpaym ents o f  unem ploym ent in su ran ce  
con tribu tions th a t  a re  no t c la im ed  by th e  em ployer to rem a in  in th e  U nem ploym en t 
T ru st Fund. The U ncla im ed P ro p e r ty  A c t (AS 34.45) requ ire s  s ta te  agencies to  t r a n s fe r  
unclaim ed p ro p e r ty  to  th e  D ep a r tm en t o f  Revenue. S ince expend itu res from  th e  
U nem ploym ent T rust Fund a re  a u tom a tic a lly  rep laced by em ployers in the s t a t e  un de r 
th e  con tribu tio n  formula, em ployers should re ce iv e  the in d ire c t b en e f it (through low er 
con tribu tion  ra tes)  o f th e  unc la im ed  overpaym ents. This exem ption from  th e  
Unclaim ed P ro p e rty  A c t would p e rm it th e se  funds to rem a in  in th e  U nem ploym en t 
T rust Fund if  n o t claim ed.

_ 4 _



Section 26:

This section m od if ie s  th e  provisions covering dependen ts' allow ance paym en ts. 
C urren tly , a d ep en d en t c la im ed by one p a re n t cannot be c la im ed  by an o th e r p a re n t 
un til the  firs t p e rso n 's  b en e f it y e a r  has exp ired  (even if the f i r s t  p a ren t is no t c la im ing  
benefits  or has no rem a in in g  b en e f its  to  receive). A po rtion  o f  every  p a ren t's  w ages 
goes to  support th e i r  ch ild ren . UI is fo r tem porary , partia l w ag e  rep lacem en t o f  ev e ry  
elig ib le c la im ant. I t  is, th e re fo re , inequ itab le  fo r any p a re n t w ith  ch ildren to  suppo rt 
to  be denied d ep enden ts ' a llow ance. This proposal allows e a ch  unem ployed p a re n t in  a 
fam ily  un it to c la im  dependen t ch ild ren . T h ree dependents w ou ld  still b e  the  m ost th a t  
could be claim ed by any  c la im an t.

It also repeals o u td a te d  subsec tions o f AS 23.20.175.

Sections 27. 28 and 29 p rov ide fo r e f fe c tiv e  d a tes .

- 5 -



Alaska State Legislature
*

P.O. Box V 
State Capitol

Official Business Juneau, Alaska 99811

MEMORANDUM

To :  S e n a t o r  D i c k  E l i a s o n  a

S e n a t e  L a b o r  a n d  Comm erc e  C o m m i t t e e

From : S e n a t o r  J a c k  C o g h i l l /

R e :  U n e m p l o y m e n t  i n s u r a n

D a t e :  J a n u a r y  10, 1989 / / L/

A t t a c h e d  i s  a  c o p y  o f  a  l e t t e r  I  r e c e i v e d  f r om  o n e  o f  my 
c o n s t i t u e n t s  r e g a r d i n g  t h e  c o n t r i b u t i o n  r a t e s  f o r  t h e  
E m p l o y m e n t  S e c u r i t y  D i v i s i o n .  A s  y o u  c a n  s e e  b y  t h e  l e t t e r  t o  
t h e  D e p a r tm e n t  o f  L a b o r ,  t h e  e m p l o y e r  c o n t r i b u t i o n  r a t e s  h a v e  
i n c r e a s e d  f r om  6.21% t o  6.79%.

D u r i n g  my i n t e r i m  t r a v e l s ,  I  h a v e  h a d  n u m e r o u s  i n q u i r i e s  a b o u t  
t h e  u n e m p l o y m e n t  i n s u r a n c e  r a t e s .  I  w o u l d  l i k e  t o  s e e  t h e  
S e n a t e  L ab o r  a n d  Commerc e  C o m m i t t e e  t a k e  t i m e  t o  f u l l y  r e v i e w  
t h e  u n e m p l o y m e n t  i n s u r a n c e  r a t e  s y s t e m .



9 o t o
PORTRAITURE AT ITS QEST P.O. BOX 55222

N O R T H  P O L E . A L A S K A  0 9 7 0 5

D e c e m b e r  ? ,  1 9 8 3

O O 7 *4 Q O '3 O 0 3

S e n a t o r  J a c k  C o g h i l l  

P . O .  B o x  5 5 0 2 3  

N o r t h  P o l e ,  A K  9 9 7 0 5

D e a r  S e n a t o r  C o g h i 1 1 ,

E n c l o s e d  i s  a  c o p y  o+" a  l e t t e r  t h a t  I s e n t  t o  t h e  D e p t ,  o f  

L a b o r .  I f  t h i s  i s  b a s e d  o n  c u r r e n t  s t a t u e  t h e n  I t h i n k  i t ' s  

t i m e  t h a t  a  c h a n g e  i s  m a d e .

S e v e r a l  m o n t h e  a g o  t h e r e  w a s  a  b i g  a r t i c l e  in t h e  N e w s - M i n e r  

d e a l i n g  w i t h  t h e  s a m e  s u b j e c t ,  s o  I a m  n o t  a l o n e  in t h i s  

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

I t h i n k  w e  n e e d  s o m e  c h a n g e s  h e r e .  I f  I r e m e m b e r  r i g h t  f r o m  

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

o p e r a t i n g  u n d e r  t h i s  t y p e  o f  l a w .  W h a t  d o  y o u  t h i n k ? ?

Si ncere1y,

W A Y N E  C .  G R I E M E



6 2 3 0  G r i e m e  R d . 

Sa 1c h a, hK 9 9 7 14

D e c e m b e r  9 ,  1 9 8 3

A l a s k a  D e p a r t m e n t  O t  L a b o r  

E S D , P . O .  B o x  3 - 7 0 0 0  

• J u n e a u ,  A K  9 9 8 0 2

D e a r  S i r :

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

c o n t r i b u t i o n  r a t e  s h e e t  -for E S D .  T h e  s h e e t  s h o w s  a n o t h e r  

i n c r e a s e  in t h i s  y e  a r  s  r a t e  t o  6 . 7 ° ‘., t h i s  i s  r i d  i c u I o u  = .

T h i s  i s  u p  t r o r n  6 . 2 1  V. l a s t  y e a r .

In t a l k  i n g  w i  t h  t h e  l o c a l  o f f i c e  t h e y  e x p l a i n e d  h o w  t h i s  

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

s e a s o n a l  b u s i n e s s e s .  I o w n  a n d  o p e r a t e  t w o  t o t a l l y  u n r e l a t e d  

b u s i n e s s e s  u n d e r  t w o  b u s i n e s s  l i c e n s e s .  O n e  b u s i n e s s  r u n s  

l o n g e r  t h a n  t h e  o t h e r  a n d  I h i r e  m o r e  p e r s o n n e l  t o  o p e r a t e  

t h a t  o n e .  T h e  s e c o n d  b u s i n e s s  i s  p r e t t y  m u c h  r u n  b y  m e  w i t h  

t h e  e x c e p t i o n  o-f m a y b e  1 0  d a y s  w h e n  I h i r e  t w o  p e o p l e  t o  

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

q u a r t e r s ,  t h u s  t h e  p e n a l t y .

T h i s  y e a r  t h e r e  w i l l  b e  e v e n  a  l a r g e r  d i s p a r i t y  b e t w e e n  t h e  

t w o ,  b e c a u s e  I h i r e d  m o r e  p e o p l e  in t h e  t h i r d  q u a r t e r  t h a n  

t h e  f o r t h .  T h i s  m e a n s  t h a t  m y  r a t e  w i l l  c l i m b  e v e n  h i g h e r  

n e x t  y e a r  b e a c a u s e  I h a d  e x p a n d e d  m y  s u m m e r  t r a d e  a n d  h i r e d  

m o r e  p e o p l e  a n d  w o r k e d  t h e m  l o n g e r  t h e n  1 9 8 7 .  M y  g o a l  i s  t o

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

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

b u s i n e s s e s  o u t  o f  b u s i n e s s ,  j u s t  c o m e  o u t  a n d  s a y  s o ,  t h a t  

w o u l d  b e  k i n d e r  t h e n  t a x i n g  u s  o u t  o f  b u s i n e s s .  I t  a l s o

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

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

o n l y  o n e  q u a r t e r ,  if t h a t .

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

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

r e p r e s e n t a t i v e s .  S h o u l d  it g o  e l s e w h e r e ? ?

S  i n c e r e 1 y ,



t

Diggor Inc. 
700 Kallian Street 

Sitka, Alaska 99035 
Oflice: (907)747-6915 

Restaurant; (907)747-0709

(iljalM Otcpisr Litien t: o I Labor 
limp I uyrnfli 11. LLj?ct.ii" 1 fc y  D i  v i  a? on 
P.O. Bo:: 3-1000 
J t.ii isau , A A • t-s,i )'7dw2

to Whom It. Hay Concerns

in reviewing my most recent notice of contribution rate and 
comparing with the McDonald's Restaurant in Ketch i Lari the 
foil owing guest ion come to mind..

3... What is the formula tor figuring quarterly decline quotients,
and average quarterly decline quotients?

2 Why’ is Ketchikan a rate class 7 and Sitka a J.4?

3. No where in the contribution rate is there a seasonality 
■factor, For example in the summer or quarters 2 and 3 JI hire 
: .gh school and college students (to meet consumer demands) who
return to school in quarters 3 and 4, bus do not file
unemployment claims. Why is this?

4. The contribution rates also do not consider my “Experience 
Factor" for claims filed. Why should 1 go to the time, trouble 
and considerable expense to appeal an unempJ vy merit claim that I 
ieel is unjust if this is not considered? Seems to me I should 
save the time and money.

5. Also there seems to be a penalty for running my business more 
efficiently. I show a sizable decline in the 3rd quarter of 
A9B7. After one year of business I have figured out how to run 
my business with fewer better trained employee's. This reduction 
was handled by students returning to schools and other workers 
leaving town or taking other jobs;; not by massive layoff's. Vet 
I show a payroll 4 eel i ne and am penalized by a higher rate. Why-?

6 .. In the past 1 had an employee caught stealing who after a 6 
west; waiting period received unemployment benefits. l'he act of 

theft was admitted in writing by the employee. Seems wrong to me 
•for an employee to break the law and reward them with benefits. 
Why' isn't this possibility eliminated from the law or taken care 
of by an adm.inistrative rule?



McDonald's
I  8,,

Digger Inc. 
700 Katlian Street 

Sitka, Alaska 99835 
Office: (907)747-6915 

Restaurant: (907)747-8709

Any help) you can offer In reviewing my rate and answering the 
above questions will greatly be appreciated.. Ii you have and 
questions or need further information please call.

Si ncere.I y ,,

M C D O N A L D  * S / D I B B E R  I N C .

L. D a v i d  B a r n e s

c o s  S e n a t o r  D i c k  E l i a s o n

R e p r e s s n t a t i v e  B e n  G r u s s e n d o r f
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■ EMPLOYMENT SECURITY MVI»IOhTT3|

m u u iw m

ffitnipry ir.;
1989 CALENDAR YEAR

TM Tutbto W*g« Bam lof Abov«CaUmJ«/ 
Ym/ii im lint aj Q | 900 • 0 0 P*H 
lo Mch lodlvWuAl biton deduction!.

M C D O N A L D S  O F  K E T C H I K A N  

P E G R A H  J O H N  S R  

1 0 8  P L A Z A  P O R T  W E S T  
K E T C H I K A N

v CONtRIOUIION RATES

H»rrvr 7,w;ng ĈV-p I -I , y > , | q g j w : %
1 3 . 1 7 % |  0.70tt| 3 . 8 7 %

A K
9 9 9 0 1 0 0 0 0

CONTRIBUTION
RATE

YOUR CONTRIBUTION RATE FOR THE 
YEAR INDICATED IS 8HOWN BELOW. 
ThlB rulo determination has been made 

pursuant to Alaska Statute Sec. 

23.20.260. Your rate Is based on tha 
upper-lelt tabulation cf your (or your 

predecessor's, or combination thereof) 
quarterly payroll experience during the 
qualifying period, quarterly payroll 

declines and decline quotients.SEE 
REVERSE FOR APPEAL OR REVIEW 
RIQHTS.

COVERAGE DETERMINATION

^ 8  OF.THE DATE 8 H O W N  YOU.AFT 
[LIABLE fTO/PROVIDBVUNEMRLOV 
LMENT INSURANCEpOVERAGE FOR 
’.OUR EMPLOYEE8"; SEE COVERAGE 
P̂EALRIQHTŜ NP|yER5E.fM

R I i ® I S

8 88 8:88
0 00 0.00
0 00 0.00
3 86 82291.97
4 86 F 93903.53
1 87 :- 75495.93
2 87 96552.94
3 37., 66910.71
4 87 63118.96
1 88 52371.66
2 88 84800.35

*- J •••

\\\\\\\\\\\\\\\

'-T

0 . 0 0  
0 . 0 0  
0 . 0 0  

0.00 ; 
0.00 

18407.60 «f 
• 0 . 0 0  

29642.23 
3791.75 

. 10747.30 
■■■J ' 0.00

0.000000000 
0.000000000 
0.000000000 
0.000000000 
V0.000000000 
0.196026709 
0.000000000 
0.307004944 
0.056668805 
0.170270549 
0.000090000

0.729971007

0.104281572

12-01-88

0000726230

' 1 9 8 9  CALENDAR YEAR

TM TcjrDI* Wbq# Boa* fot Abov« C*ttndv 

Y«r W th. lint 2 0 .900 . 00. p*u
lo uon IndMdutl bolort dodocttooi.

DIGGERS INC

700 KATLIAN 
SITKA

CONIRIBUIION RAU«5

AK
998350000

LIABLE DATE

CONTRIBUTION 
RATE'i ’'• Xr:■

YOUR CONTRIBUTION RATE FOR THE 

YEAR INDICATED IS SHOWN BELOW. 
This rale determination has been made 

pursuant - to Alaska Statute Sec. 

23.20.290. Your rate Is based on tho 
upper-left tabulation of your (or your 
predecessor'e, or combination thereof) 

quarterly payroll experience during the 
qualifying period, quarterly payroll 
declines end decline quotlents.SEE 
REVERSE FOR APPEAL OR REVIEW 

RIOHTS.

COVERAQE DETERMINATION

j 5.12%| 0.70%| 5.8 2 %| | 07-11-86
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D E P A R T M E N T  OF EAROR

DIVISION OF EMPLOYMENT SECURITY  
AFFIL IATED WITH U.S. EMPLOYMENT SERVICE

STEVE COWPER, G O V E R N O R

P.O. BOX 3-7000 
JUNEAU. ALASKA 99002-1218
PHON$65-2T5Q
FAX: W il

December 23, 1988

F r o n t i e r  Fo to  
Box 55222
N o r th  P o le ,  AK 99705

ACCOUNT 7/0000581119

We have  r e c e i v e d  your  l e t t e r  d a ted  December 9, 1988, i n  w h ich  you r e q u e s t  a 
r e v i e w  and r e d e te r m in a t io n  o f  you r  Employment S e c u r i t y  c o n t r i b u t i o n  r a t e  f o r  
1989.

You r  in c r e a s e d  r a t e  f o r  1989 i s  p a r t i a l l y  due t o  an o v e r a l l  in c r e a s e  o f  .47% 
in  em p loyer  r a t e s  from 1988 to  1989. T h is  in c r e a s e  i s  n o t  as la r g e  as th e  
in c r e a s e  from  1987 to  1988, and i s  th e  r e s u l t  o f  l i n g e r in g  e f f e c t s  o f  
A l a s k a 's  r e c e s s io n  o f  1986-87.

The good news i s  t h a t  t h i s  shou ld  be th e  l a s t  y e a r  o f  in c r e a s in g  
c o n t r i b u t i o n  r a t e s ,  b a r r in g  any u n fo re s e e n  c a t a s t r o p h i e s . Our p r o j e c t i o n s ,  
based  on c u r r e n t  in fo rm a t io n  a v a i l a b l e ,  a re  t h a t  c o n t r i b u t i o n  r a te s  shou ld  
d e c re a se  o v e r  th e  n e x t  th ree  y e a r s .

E n c lo s e d  i s  th e  Em p loyer  Handbook f o r  you r  f u t u r e  use . Pages 17-22 e x p la in  
c o n t r i b u t i o n  r a t e s ,  and how th e y  a re  d e te rm in ed .

Due t o  you r  season a l b u s in e s s ,  you r  r a t e  has remained i n  r a t e  c la s s  20 f o r  
s e v e r a l  y e a r s  c o n t in u o u s ly .  I t  i s  a d v e r s e l y  a f f e c t e d  b y  th e  q u a r te r s  in  
w h ich  you had no p a y r o l l .  A la sk a  S t a t u t e  23.20.285 (c)  s t a t e s  th a t  th e  
departm en t " s h a l l  w e ig h t  th e  sum b y  add ing  to  i t  1.000000000 f o r  each 
q u a r te r  i n  th e  e m p lo y e r 's  q u a l i f y i n g  p e r io d  in  wh ich  th e  em p loyer  has no 
p a y r o l l ,  w h ich  q u a r te r  im m ed ia te ly  f o l l o w s  a q u a r te r  in  wh ich  the  em p loyer  
has no p a y r o l l . "

We s i n c e r e l y  r e g r e t  to  in form  you t h a t  no r e l i e f  i s  p ro v id e d  fo r  season a l  
em p lo ye rs .  T h e r e fo r e ,  your a p p l i c a t i o n  i s  d e n ie d .

T h i s  n o t i c e  w i l l  become f i n a l  u n le s s ,  w i t h i n  15 days from th e  da te  o f  t h i s  
l e t t e r ,  you i n i t i a t e  a fo rm a l r e q u e s t  to  th e  Commissioner o f  Labor to  be 
g ra n te d  a rea so n ab le  o p p o r tu n i t y  f o r  a f a i r  h e a r in g ,  s t a t i n g  your reasons 
f o r  th e  a p p e a l .  The appea l  may be f i l e d  by  m a i l  to  the  Com m iss ion er 's  
H ea r in g  O f f i c e r ,  Box 1149, Juneau, AK 99802

F<. f~ t- 0-c

H a rry  S tu ferock l S u p e r v is o r  
A ccoun ts  and C o n t r ib u t io n s
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STEVE COWPER, GOVERNOR

OFPAIITMFIVr OF U H O H

/
P.O. BOX 3-7000
JUNEAU. ALASKA 09002-1210
PHONE:

DIVISION OF EMPLOYMENT SECURITY  
AFFIL IATED WITH U.S. EMPLOYMENT SERVICE 465-2/58

Feb ru a ry  15, 19 8^

D ig g e rs , In c .
700 K a t l ia n  
S i t k a ,  AK 99835

ACCOUNT //0000 726230

We have  r e c e iv e d  your l e t t e r  da ted  Ja n u a ry  23, 1989, in  wh ich  you re q u e s t a 
r e v ie w  and r e d e te rm in a t io n  o f  you r Em ploym ent S e c u r i t y  c o n tr ib u t io n  r a te  f o r  
1989.

We have  co n s id e re d  t h i s  l e t t e r  to  be an u n t im e ly  a p p l ic a t io n  fo r  r e v ie w  as 
p ro v id e d  in  A la s k a  S t a tu t e  23.20.305. T h is  s e c t io n  o f  th e  Employment 
S e c u r i t y  A c t  i s  p r in t e d  on th e  r e v e r s e  s id e  o f  yo u r  r a te  n o t ic e  and a llo w s  
f i f t e e n  days from  th e  m a il in g  d a te  o f  th e  r a te  in  w h ich  to  re q u e s t a r e v ie w  
and r e d e te rm in a t io n . The m a ilin g  d a te  o f  th e  1989 r a te s  was December 1,

You r in c rea sed  r a te  f o r  1989 i s  p a r t i a l l y  due to  an o v e r a l l  in c r e a s e  o f  .47% 
in  em p loyer r a te s  from  1988 to  1989. T h is  in c re a s e  i s  n o t as la r g e  as th e  
in c r e a s e  from  1987 to  1988, and i s  th e  r e s u l t  o f  l in g e r in g  e f f e c t s  o f  
A la s k a 's  r e c e s s io n  o f  1986-87.

The good news i s  th a t  t h i s  shou ld  be  th e  l a s t  y e a r  o f  in c r e a s in g  
c o n t r ib u t io n  r a t e s ,  b a r r in g  any u n fo re seen  c a ta s tr o p h ie s .  Our p r o je c t io n s ,  
based  on c u r re n t in fo rm a t io n  a v a i la b le ,  a re  th a t  c o n tr ib u t io n  r a te s  shou ld  
d ec rea se  o ve r  th e  n e x t  th re e  y e a rs .

Pages 17-22 o f  th e  en c lo sed  Em ployer Handbook e x p la in  e xp e r ie n c e  r a t in g ,  
v a r ia b le  c o n t r ib u t io n  r a te s ,  and o p t io n s  a v a i la b le  to  th e  em p lo yer, 
p r o v id in g  r e l i e f  from  p a y r o l l  f lu c t u a t io n  in  c e r ta in  c ircu m s tan ces .

As an em p loyer w i t h  more than  fo u r  q u a r te r s  in  th e  com pu ta tion  p e r io d ,  yo u r  
" A "  r a te  i s  based  on your own e xp e r ie n c e  w i t h  p a y r o l l  d e c l in e s .  Because o f  
t h i s ,  r a te s  may d i f f e r  from  b u s in ess  to  b u s in e s s .

The d e c l in e  o f  t o t a l  wages in  the  f i r s t ,  t h i r d  and fo u r th  q u a r te rs  o f  1987, 
and th e  f i r s t  q u a r t e r -o f  1988 have a d v e r s e ly  a f f e c t e d  your 1989 r a te .

1988

07-G7LH



D i g g e r s ,  Inc. -2- P e b r u u r y  15, 1 9 8 9

To answer your questions 3, 4 and 5 and, to a certain extent 6, we must remind 
you that tho primary purpose of unemployment insurance is to stabilize the 
buying power within a community in order to insure that loss of income for 
whatovor reason to one business does not erode other businesses. Therefore, 
there is no seasonality factor or other experience rating based on tho claims 
filed by former employees, because the Legislature beiievod that the loss of 
income of seasonal workers adversely affected the buying power avuilable in a 
particular community.

Unfortunately, in one s e n s e  you arc quite correct. You are "penalized" for 
running your business more efficiently, when that efficiency is effectuated by 
employing fewer people and therefore reducing the buying power of tho 
community. You thus absorb some of the impact upon the community that happens 
when fewer people are employed, however this occurs.

With regard, then, to your employee fired for theft, the Legislature considered 
the good of the community to be primary. Unemployment insurance benefits are 
neither a reward for meritorious service nor a welfare program for the
indigent, but purely a way of protecting all businesses from the deleterious
effects of loss of income within the community. Some states do provide 
additional penalities to cases such as you describe, but the difficulty in that 
approach is that it requires a type of proof not usually available to other 
than a trained enforcement agency. Your legislator may, of course, wish to 
consider it.

We have noted that wages paid to corporate officers L. David Barnes and Candra 
Barnes were reported in various quarters from the second quarter of 1987 
through the third quarter of 1988. Adjustments are being made to remove them. 
Please do not include these wages on future contribution reports, nor on the 
wage schedule.

A corrected 1989 rate will be mailed under separate cover.

This notice will become final unless, within 15 days from the date of this
letter, you initiate a formal request to the Commissioner of Labor to be
granted a reasonable opportunity for a fair hearing, stating your reasons for 
the appeal. The appeal may be filed by mail to the Commissioner’s Hearing 
Officer, Box 1149, Juneau, AK 99802.

cc: Senator Dick Eliason
Representative Ben Grussendorf



T h e  U n e m p l o y m e n t  I n s u r a n c e  
S y s t e m :  I t  W o r k s  f o r  A l a s k a n s  
W h e n  A l a s k a n s  C a n n o t  W o r k
b y  M i c h a e l  H u r s t

TJL  he recession th a t began in latel985 had a serious impact on almost every 
sectorof the Alaskan economy. It was the individual Alaska worker, though, who 
was among the most gravely affected and also was among the first affected. More 
than 20,000 workers’ jobs disappeared from the economy in two short years, 1986 
and 1987. Average yearly earnings per job declined by 3% during the same 
period. Many workers were forced to move south. More than 10,000 properties 
went into foreclosure.
The 1980s recession eventually touched nearly every industry, occupation, and 
geographic area. Among industries, construction was hit first and hardest, 
actually starting to decline in 1984. The transportation, communications and 
utilities sector followed close behind. The services, trade, finance and real estate 
industries began to sustain losses in 1987 when the recession’s secondary effects 
—  loss of wages— were triggered. In all, over $750 million in Alaska payroll was 
lost between 1985 and 1987.

U I  S y s t e m :  A l a s k a ’s 3 r d  L a r g e s t  E m p l o y e r *  D u r i n g  R e c e s s i o n

»If it hadn’t been for Alaska’s Unemployment Insurance (UI) system, the impact 
of the recession would have been much more severe on both unemployed workers 
and on Alaska’s economy in general. Between 1985 and 1988 more than 138,000 
unemployed workers received unemployment compensation totalling over $578 
million. Over $111 million more waspaidoutinbenefitsbetweenNovember 1985 
and April 1988 than was collected in taxes and reimbursements in tha t same 
period. This provided a direct stimulus to the economy. If the UI system’s benefits 
were considered payroll, the system would have been the third largest employer 
in the state during this period.

More than 20,000 

workers’ jobs 

disappeared from the 

economy in 1986 and 1987

W h y  E m p l o y e r s ’ T a x  R a t e s  A r e  F l u c t u a t i n g  Drastically

Both employees and employers benefit from the UI system. I t is self-financed, 
primarily through employer and employee taxes. The financing method is 
automatic and is designed to be countercyclical. The countercyclical design 
explains why average employer tax rates are still fluctuating drastically. 
Evidence of this wild fluctuation is the fact th a t in 1985 the average employer tax 
rate amounted to 2.17%. Ir. the present calendar year, the average tax rate on 
employers will be 4.14%, fhe highest in history. What are the reasons for the 
hike? Alaska employers are paying in 1989 for the increased benefit payments 
disbursed during the past recessionary year£and they are rebuilding the UI 
savings account as a buffer against future recessions.

P u r p o s e  of t h e  U n e m p l o y m e n t  C o m p e n s a t i o n  S y s t e m  is T w o f o l d

The Alaska Employment Security Act was enacted by the territorial legislature 
in 1937 because state lawmakers recognized that “...involuntary unemployment 
is a serious menace to the health, morale, and welfare of the people of the state.” 
With this legislative mandate in mind, there is a twofold purpose of the 
unemployment compensation system. The system is designed to: 1) Ease the

Alaska Economic Trends February 1989 1



Many Alaskans were 
able to remain in the 
state during the last 
recession largely 
because of the 
unemployment 

insurance 
compensation they 
received while out of 

work.

financial distress of lost income to 

unemployed workers a n d  their families, 

a n d  2) Maintain purchasing p o wer to 

help stabilize the state’s economy.

F o c u s e s  of this article:

Havingbriefly sketchedoutan overview 

of the Alaska U n e m p l o y m e n t  Insurance 

system a n d  its recent effects on the 

state's economy, it’s n o w  pertinent to 

outline w h e r e  this article is going. This 

c o m m e n t a r y  will focus primarily on 

the recessionary years of 1985 through 

1988, a n d  this article will —

—  Evaluate the support that U I  gave 

to u n e m p l o y e d  workers.

—  E x a m i n e  h o w  the U n e m p l o y m e n t  

I n s u r a n c e  s y s t e m  in A l a s k a  

successfully achieved its goals during 

the recent recession.

—  S h o w  h o w  the U I  trust fund helped 

stabilize the economy.

—  Explain w h y  U I  employer tax rates 

are so high in 1989, an d

—  Explain w h y  the rates will decline 

in 1990 a n d  1991.

G e o r g e  a n d  J e a n  —

A  typical, fictitious case

George h a d  w o r k e d  as a h e a v y  

eq uip men t operator at a Fairbanks 

concrete plant since m o v i n g  to Alaska 

in 1974. His wife J e a n  h a d  been a loan 

officer at the local b a n k  for six years. 

W h e n  the price of oil fell in late 1985, 

the concrete plant operation w a s  closed 

a n d  George w a s  laid off. J e a n  w a s  not 

affected immediately. But, eventually, 

the loss of w a g e s  in Fairbanks forced 

m a n y  residents to m o v e  south; m a n y  

defaulted on their h o m e  loans. T h e  

b a n k  b e gan to lose assets a n d  w a s  

forced to cut back. In late 1986 Jean 

w a s  laid off. /

George a n d  J e a n ’s story w a s  a c o m m o n  

one in Alaska between late 1985 a n d  

early 1988. A b o u t  20,000 jobs 

disappeared from the Alaska e c o n o m y  

in 1986 a n d  1987. M a n y  workers were 

indeed forced to m o v e  south. H o m e  

foreclosures a n d  bankruptcies we re a 

c o m m o n  occurrence.

Y e t  like m a n y  others w h o  were laid off

during the recession, George a n d  Jean 

chose to remain in Fairbanks. Luckily, 

George w a s  rehired after a few m o n t h s  

of being out of work. H e  w e n t  back to 

w o r k  at the Fairbanks concrete plant 

after n e w  military-related construction 

projects allowed the plant to reopen. 

Jean also returned to w o r k  after a few 

jobless months, having been hired by 

owners of a local tourism business.i
T h e  F a irb ank s couple survived 

financially a n d  were able to remain in 

the state largely because of the 

u n e m p l o y m e n t  insurance c o m p ­

ensation they received while out of 

work.

In order to better understand h o w  the 

U I  system helped George a n d  Je an 

during their time of joblessness, and 

h o w  it has helped thousands of other 

couples like them, it’s pertinent to 

briefly explain U I ’s major programs. 

T h e  system has tw o major programs 

— regular an d extended benefits. Also 

important in c o m i n g  to understand 

the U I  benefits p r ogr am are questions 

regarding adequacy of the benefits, 

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

individual claimants are entitled to 

receive.

R e g u l a r  Benefits: $ 2 G 0  P e r  

W e e k  for 2 6  W e e k s  Is M a x i m u m

T h e  chief type of u n e m p l o y m e n t  

insurance benefits paid in the U.S. is 

called simply 'regular benefits’. H o w  

m u c h  a claimant receives in total 

regular benefits is determined b y  two 

elements: the claimant’s weekly benefit 

a m o u n t  a n d  the n u m b e r  of w e e k s  that 

the claimant receives benefits.

In Alaska, the claimant’s weekly 

benefit a m o u n t  is determined b y  his 

earnings in his 13356 period’. (The base 

period is defined as the first four of the 

prior five complete calendar quarters.) 

T h e  m i n i m u m  benefit a m o u n t  is $38 

per w e e k  for total e a m i n g s  of $1,000. 

T h e  m a x i m u m  is $188 per w e e k  for 

total earnings of $19,750 a n d  over. A' 

claimant m a y  also receive dependents 

benefits, allowing h i m  $ 2 4  for each 

dependent —  u p  to three dependents. 

In all, therefore, it’s possible for a 

claimant to receive u p  to $ 2 6 0  per 

w e e k  in benefit payments.

T h e  n u m b e r  of w e e k s  that a claimant 

can receive benefits depends u p o n  the

2 Alaska Economic 7'rcnds February 1989



steadiness of the claimant’s w o r k  

history during his base period. T h e  

m a x i m u m  n u m b e r  of w e eks that a 

claimant can receive regular benefits 

is 26 weeks, p r e s u m i n g  he received his 

earnings equally over four quarters. 

T h e  m i n i m u m  n u m b e r  of w e e k s  is 16, 

p r e s u m i n g  he received all of his 

earnings in one quarter.

E x t e n d e d  Benefits P a y a b l e  

O n l y  W h e n  S t a t e w i d e  I n s u r e d  

U n e m p l o y m e n t  R a t e  is 6 %

W h e n  a  claimant exhausts all of the 

regular benefits to which he is entitled, 

h e  becomes eligible for an additional 

benefit p r o g r a m  called ‘extended 

benefits’. H e  m a y  claim u p  to one-half 

of the a m o u n t  of regular benefits for 

which he w a s  found eligible. T h ere is 

a n  additional eligibility restriction, 

however. E x t e n d e d  benefits are only 

payable w h e n  Al ask a’s statewide 

u n e m p l o y m e n t  is above a certain level. 

Specifically, the statewide ‘Insured 

U n e m p l o y m e n t  Ra te’ (IUR) m u s t  be at 

least 6.0%. T h e  statewide I U R  is a 

weekly ratio of:

Claims Actually Filed

Avera ge E m p l o y m e n t

In Alaska, extendedbenefits are usually 

payable beginning in January; they 

usually end in July or A u g u s t  Figure 

1 s h o w s  the insured u n e m p l o y m e n t  

rates for 1986 a n d  1988. Note that in 

1986 the I U R  never fell below 6.0%. 

This m e a n s  that extended benefits were 

payable year-round in 1986.

B e n e f i t  A d e q u a c y :

A  Critical M e a s u r e  

of the U I  S y s t e m ’s S u c c e s s

Acritical function of the U I  system is to 

partially replace a n  individual’s lost 

income while h e  is unemployed. A n  

important m e a s u r e  of the system’s 

success is determinedby the percentage 

of earned income replaced b y  UI. This 

is often referred as ‘benefit adequacy.’ 

In 1988 the average weekly benefit 

a m o u n t  for regular benefits w a s  

$156.57. In thatsameyear, theaverage 

weekly earnings for U I  recipients were 

$366. Thus, the average U I  benefit 

replaced about 4 3 %  of the average 

earned income for U I  claimants.

Table 1 provides data on the two m a i n  

pr ogr ams in Alaska —  regular a n d  

extended benefits —  for the five years 

1984 to 1988. It lists the n u m b e r  of 

first p a y m e n t s  (an approximation of 

the n u m b e r  of U I  recipients), the total 

n u m b e r  of w e e k s  claimants received 

payments, the a m o u n t  of m o n e y  they 

received in benefits, a n d  the n u m b e r  of 

‘exhausts’. (Exhausts is defined as the 

n u m b e r  of recipients w h o  have received 

the m a x i m u m  benefits they were 

eligible to receive.) Table 1 also s h ows 

the ‘Exhaustion Rate’, a n d  the average 

n u m b e r  of w e e k s  each recipient has 

received compensation. (Exhaustion 

R a t e  is defined as the percentage of 

recipients w h o  exhaust their eligible 

benefits.)

N o t e  in Table 1 that all of the categories 

p e a k e d  in 1986; peaking in 1987, 

though, we re the Exhaustion Rate a n d  

the average n u m b e r  of weeks per 

recipient. This indicates that while

In 1988, the average 
UI benefit replaced 

about 43% of claimants' 
average earned income.

Figure 1 —

Insured Unemployment Rate -1986 and 1988
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Weeks of Year

Extended Benefits payable when IUR is 
at least 6.0%

Source: Alaska Department of Labor, Research Sc Analysis
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(— Figure 2 ----------------------------

U I  Trust F u n d  C a s h  F lo w

Source: Alaska Department of Labor, Research & Analysis

actual total claims be gan to decline 

after 1986, those w h o  r e m a i n e d  

un emp loy ed were out of w o r k  for a 

longer period of time. E v e n  though 

there were fewer total recipients in 

1987, the situation w a s  worse in 1987 

than 1986 for the individual U I  

recipient.

U I  D i s b u r s e m e n t s  

R e d u c e s  N e g a t i v e  

I n c o m e  Multiplier Effect

W h e n  George lost his job his w a g e s  

were not lost to just him. His w a g e s  

were lost to the entire Fairbanks 

c o m m u n i t y  because of his lost ability 

to purchase goods a n d  services. This 

loss of d e m a n d  for goods a n d  services 

often results in further job layoffs. This 

turn of events is c o m m o n l y  k n o w n  as a 

negative ‘multiplier effect’. U s i n g  the 

multiplier effect, m o s t  economists 

estimate that no less than two jobs are 

lost for every initial layoff.

Part of U I ’s purpose is to diminish the 

negative multiplier’s effect in causing 

additional lost jobs or wages. T h e  U I  

system performed this function well 

during the past recession. M o r e  than 

$750 million w a s  lost in total payroll in 

Alaska in 1986 a n d  1987. M u c h  of this 

loss h a d  already been induced by the 

multiplier effect. Ye t at the s a m e  time 

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

pu mpi ngb ac kin to u n e m p l o y e d  A l ask a 

workers’ ha nds m o r e  than $257 million.

r -  Table 1

\
CH Recipients and Payments, 1984-1988

Y e a r

1984
1905
1986
1987
1988

1984
1985
1986
1987
1988

First
P a y m e n t s

45.453
49.348
55.514
45,345
36,090

9,736
12.150
20,678
13.145
8,231

A m o u n t
W e e k s  Pa i d

Paid ($)

Regu lar  B e ne f i t s

662,704 96.612,962
767,652 123.967,863
911,807 147.359,435
770,406 123.528,576
579,422 92.974.600

E x t e n d e d  B ene f i t s

52.056 7.403.330
69,368 10,715,479
136.180 21,946,702
94.773 15,230.837
51.385 8.153.738

Final
P a y m e n t s

( E x h a u s t s )

20.704
24.291
30,148
26,496
18,670

2,712
3,749
8,486
6,246
2,806

E x a h u s t
Ra t e

0.46
0.49
0.54
0.58
0.52

0.2e
0.31
0.41
0.48
0.34

A v e r a g e
D u r a t i o n

( W e e k s )

14.6
15.6 
16.4
17.0
16.1

5.3
5.7
6.6
7.2
6.2

Source: ETA 5-159 report to the tl.S. Department of Labor.
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(Another $7 2 million w a s  paid to former 

Alaska workers living outside of the 

state.) Altogether, the four years 1985- 

through-1988 the U I  system accounted 

for over $451 million of income in 

Alaska. (In those s a m e  years, another 

$ 127 million w a s  paid to former workers 

living out-of-state.)

U I  T r u s t  F u n d  

A c c o u n t  D r o p p e d  

D a n g e r o u s l y  L o w  in 1987-88

T h e  U I  Trust F u n d  is designed to act as 

a  savings account which can be d r a w n  

d o w n  duiing difficult economic times 

a n d  built u p  w h e n  times ha ve improved. 

A s  mentioned earlier the trust fund 

paid out $1 11 million m o r e  in benefits 

than it received in revenue betwe en 

N o v e m b e r  1985 a n d  April 1988. This 

very large outflow of funds w o u l d  not 

h a v e  been possible without adequate 

reserves in the U I  Trust Fund. A t  the 

e n d  of N o v e m b e r  1985 the balance in 

the state’s trust fund account w a s  $ 157 

million. T h e  account hit bottom in late 

April 1988, falling to $46 million. 

(Figure 2 s h o w s  benefit disbursements, 

revenue deposits, a n d  the reserve 

balance of the trust fund from 1976 to 

1988. Figure 2 also depicts forecasts for 

1989-91.)

O n e  of the m a i n  obligations of all 

states’ financing m e c h a n i s m s  is 

maintaining the solvency of the trust 

fund. Al ask a’s sy ste m is designed to 

r e m a i n  perpetually solvent b y  w a y  of a 

formula that automatically raises tax 

rates w h e n  benefits are high or w h e n  

the trust fu nd is low. Y e t  in 1987 it 

appeared that the sy ste m’s solvency 

mightfail. T o  cope with thatunexpected 

possibility, legislation w a s  passed that 

year enabling the state to borrow m o n e y  

(and p a y  interest on the borrowed 

funds) to maintain the f u n d ’s solvency. 

T h e  m a i n  reason for the falling trust 

fu nd balance w a s  a  massive rise in 

benefit p a y m e n t  outlays —  from $ 1 2 1  

million in 1984 to $ 1 4 2  million in 1985 

a n d  $182 million in 1986. In 1987, 

p a y m e n t s  declined to $ 147 million; that 

outlay, though, still a m o u n t e d  to $2 5 

million over revenues for 1987.

T h e  trustfunddid notgobroke, though, 

a n d  no m o n e y  actually w a s  borrowed to 

maintain its solvency. It w a s  in April 

1988 that the fund’s steady negative 

m o m e n t u m  w a s  finally halted. This 

past calendar year of 1988 s a w  a

continuing decline in benefit p a y m e n t  

outlays (to $108 million), a n d  an 

increase in rcvenuo (to $137 million). 

T h e  increasecanbe attributed to higher 

U I  taxes. A t  the en d of 1988 the fund 

h a d  recovered to a balance of about $89 

million. B y  tho end of 1989 it is expected 

to reach $1 20 million. A n d  by the end of 

1990 it is expected to reach $ 140 million. 

Al ask a’s U I  trust fund h a s n ’t been 

forced to borrow m o n e y  since 1960. 

Barring a n y  future recession of tho 

s a m e  magnitude as that which occurred 

between 1985 an d 1987, the fund should 

never h a v e  to borrow a n y  funds. This 

likelihood isdue to the state’s automatic 

financingmechanism, which is the next 

subject of this article.

C u r r e n t  U I  Rotes: W h y  T h e y  

A r e  N o w  S o  Historically H i g h

George's employers v/ere hard hit by 

the drop ir. oil prices just as were m a n y  

other businesses throughout Alaska. 

T h e y  h a d  to cutback to a  skeleton crew, 

sell s o m e  of their equipment, a n d  

restructure s o m e  of their loans. For a 

couple of years they were constantly on 

the verge of bankruptcy. T o  m a k e  

matters worse, the ow ner s feared that 

George a n d  their other best employees 

w o uld leave the Fairbanks area. Ifthose 

fears proved true, they w o u l d  have h a d  

to p a y  additional expense to train n e w  

e m p l o y e e s  w h e n  their business 

revenues improved.

Fortunately, the concrete plant’s 

u n e m p l o y m e n t  insurance taxes were 

reasonably low during the time w h e n  

the o w n e r s  were on the verge of 

bankruptcy. In 1985 the ow ner s’ rates 

we r e  2 . 1 7 %  of each employee’s taxable 

w a g e s  —  about $473 per year per 

employee. B y  1986 taxes h a d  increased 

to $555 per employee. B u t  in 1987 the 

taxes that the plant paid per employee 

rose to $866. A n d  in 1988 the U I  taxes 

soared to $1,097. Finally, the 1989 

taxes that the concrete plant owners 

h a v e  been assessed are the highest 

they ha ve ever been, $1,137.

W h a t  caused the tax rates to rise so 

m u c h ?  A n d  w h y  such a  rapid increase 

over the past three years? T w o  factors 

influenced the rates for the concrete 

plant. First, the plant’s un iqu e 

u n e m p l o y m e n t  problems placed t h e m  

in a higher ‘tax bracket’. Second, a n d  

m o r e  important, average rates for all 

Alaska employers rose over the past

Alaska's UI system 
is designed to remain 
perpetually solvent by 
way of a formula that 

automatically raises tax 
rates when benefits 
are high or when 

the trust fund is low.
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throoyours. All rates rose automatically 

to help tho systom recover from tho 

'benefits shock’ of 1985 n n d  1986.

Boforo w e  ex ami no in dotnil w h y  rates 

are so high in this calendar year, it's 

relevant to understand h o w  U I  tax 

rates— both individual employers’ n n d  

uveruco U I  tax rates —  aro calculated 

in tho first pluco.

An E xp lana tion  o f Ind iv idu a l 
Em ployers' B usiness R ates:
A s  Figure 3 shows, the greatest 

proportion of revenue flowing into the 

UI  trust fund comes from employer a n d  

employee 'tax contributions’. In fact, 

tux contributions nre the only source of 

revenue that significantly affects the 

balance of the trust fund; all other 

deposits are 'direct reimbursements. 

Th ese revenues are tax contributions 

because they areassessed on employers 

by tho state D e p a r t m e n t  of Labor in 

advance of future U I  p a y m e n t s  to their 

employees.

E a c h  employer is assigned to one of 21 

different rate classes, each of which 

has a different tax rate. T h e  assignment 

decision is linked to a couple of factors: 

If the employer has been operating a 

business for at least one year, the 

business’ individual rate class is based

r Figure 3

UI Trust Fund Revenue Sources 
1987, Total and Percentage of Total ($ = Millions)

' C o m b i n e d  W a g e s '  a re  r e i m b u r s e m e n t s  f r om  
o t h e r  s t a t e s  l or  s h a r e d  UI ,  d u e  to w a g e s  
e a r n e d  b o t h  In A l a s k a  a n d  o t h e r  3 t a t e s .

Source: Alaska Department of Labor, Research & Analysis

on the employer's o w n  individual 

experience with un emp loy me nt, lftho 

business has been in operation for less 

thanonoyenr.itisnssigned Uie average 

rate class shared by other employers 

in the s a m e  industry. This process is 

termed ’experience rating*.

In Alaska, un employer’s oxperionco 

rating is first determined by measuring 

declines in payroll from one quarter to 

tho next. This figure is averaged over 

throe years’ time. (This m e t h o d  of 

m o asu rem en tis used because declines 

in payroll ure primarily caused by 

reductions in the business' w o r k  force. 

Reductions in the w o r k  force cause a 

rise in U I  payments.) E m plo yer s with 

a low payroll decline receive a  m o r e  

favorable U I  tax experience rating than 

employers showing high declines in 

payroll.

Each of every 21 rate classes is assigned 

u  tax rate that is a percentage of the 

‘average’ —  or base —  tax rate. T h e  

percentages range from 4 0 %  (for Rate 

Class 1) to 1 6 5 %  (for Rate Class 21). 

(The percentage for the average rate 

—  which c o mes in at rate classes 10 

a n d  11— is 100%.) T h e s e  percentages 

are actually called ‘experience factors’. 

Table 2 s h ows the 21 different rate 

classes, the experience factors, a n d  

the 1989 tax rates for each rate class.

For the employer to determine the 

business’ m a x i m u m  U I  contribution 

paid on each employee, the employer 

can take the business’ assigned tax 

rate an d multiply it by each employee’s 

taxable wages. (Taxable w a g e s  are 

determined by each state’s U I  taxbase; 

Alaska’s U I  tax base is equal to 75 

percent of the statewide average 

annual wage.) For 1989, the state’s tax 

base is $20,900, d o w n  fr om $21,800 in 

1985. Thus, in 1989, the m a x i m u m  

tax an employer will be required to p a y  

per em plo yee— for a n  employer in the 

‘average rate class’ (rate classes 10 or 

11) —  will be $865.26, or 4 . 1 4 %  of 

$20,900.

H o w  A v e r a g e  U I  T u x  

R a t e s  A r e  Calculated:

A l t h o u g h  this article h a s  first 

addressed individual e m p l o y e r s ’ 

business rates, it is the average tax 

rate which is first c o m p u t e d  a n d  

determinedby the Alaska D e p a r t m e n t  

of Labor according to Alaska statutes.
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Indeed, it is the average tax rate w h ich 

is the real substance of Al ask a’s U I  

financing system. T h e  level of the 

average tax rate determines h o w  m u c h  

total tax contributions are collected 

each year. Individual employers either 

p a y  lesser or greater percentages of 

this average rate.

G u t s  o f  th e UI: B e n e f i t  C o s t s  

a n d  th e Benefit C o s t  R a t i o

In order to u n d e r s t a n d h o w  the average 

U I  tax rates are calculated, it is first 

important to understand the ‘guts’ cf 

the U I  system, benefit costs a n d  the 

‘benefit cost ratio'. Benefits paid to 

claimants are called ‘benefit costs' 

because they are a cost to the system. 

(UI benefits h a v e  also been considered 

a  cost of doing business to all U.S. 

employers ever since the Social Security 

Act w a s  enacted in 1935.) Benefit costs

do notinclude allbenefits paid; instead, 

benefitcosts are that portion ofbenefi ts 

paid to employees by taxable employers.

Benefit cost data alone are insufficient 

to determine the financial condition of 

the U I  system. W a g e s  paid are also a 

critical element because the total 

a m o u n t  of w a g e s  paid in the state 

determines the a m o u n t  of taxes being 

collected a n d  the a m o u n t  of potential 

future benefits for wh ich the system 

m i ght be liable. T h e  fundamental 

driving force, then, of average U I  tax 

rates, is w h a t  is k n o w n  as the ‘benefit 

cost rate' (BCR). T h e  B C R  is c o m p u t e d  

as: benefits paid in the current year 

divided b y  w a g e s  paid in the prior year.

Since the U n e m p L  Insurance 

systemisself-financii es collected

i n t h e l o n g r u n m u s t b u  alto benefits

paid in the long run. This is achieved 

w h e n  the long-run average tax rate is

equal to the long-run benefit cost rate. 

(In 1980, the Alaska Legislature 

recognized the need to balance these 

two factors. A s  a result, l a w m a k e r s  

adopted it as the prime equation for 

determining tax rates.) Avera ge U I  

tax rates are designed to be —  in their 

m o s t  fundamental f o r m — equal to the 

benefit cost rate.

A l a s k a  U I  S y s t e m  D e s i g n e d  to b e  

C o unt erc yc lic al a n d  to R e s p o n d  

R a p i d l y  to E c o n o m y ' s  C h a n g e s

However, Alaska's U I  system is not so 

simple. T h e  design of this state’s system 

ha s been devised so that it can respond 

quickly to changes in the e c o n o m y  a n d  

so that it can w o r k  in a countercyclical 

fashion. T h e  system is designed to 

delay tax increases so that employers 

are not hit b y  the tax hikes during the 

worst part of a recession.

Table 2 -i

(II Employer and Employee Contribution Rates, 1989

E m p l o y e e E m p l o y e r T o t a l
E x p e r i e n c e C o n t r i b u t i on C o n t r i b u t i on C on t r i b u t i o n

R a t e  C l a s s F a c t o r R a t e R a t e R a t e

1 0.40 0 . 7 % 2.20% 2 . 9 0 %
2 0.45 0.7 2.36 3.06
3 0.50 0.7 2.52 3.22
4 0.55 0.7 2.68 3.38
5 0.60 0.7 2.85 3.55
6 0.65 0.7 3.01 3.71
7 0.70 0.7 3.17 3.87
8 0.80 0.7 3.50 4.20
9 0.90 0.7 3.82 4.52

10 1.00 0.7 4.14 4.84
11 1.00 0.7 4.14 : 4.84
12 1.10 0.7 4.47 5.17
13 1.20 0.7 4.79 5.49
14 1.30 0.7 5.12 5.82
15 1.35 0.7 5.28 5.98
16 1.40 0.7 5.44 6.14
17 1.45 0.7 5.60 6.30
18 1.50 0.7 5.77 6.47
19 1.55 0.7 5.93 6.63
20 1.60 0.7 6.09 6.79
21 1.65 0.7 - 6.25 6.95

A v e r a g e  Bene f i t  C o s t  Ra te  ( A B C R )  =  0.039558
.82 x  A B C R  =  0.032438

T r u s t  F u n d  S o l v e n c y  A d j u s t m e n t  ( T F S A )  =  0.009
E m p l o y e e  T a x  Rate  =  0.18 ( A B C R )  =» 0 . 7 %

A v e r a g e  E m p l o y e r  Tar.  R a t e  =» 0.82 ( A B C R )
+  T F S A  ** 4 . 1 4 %

I ndi v i dual  E m p l o y e r  T a x  Ra t es  =» 0.82 ( A B C R )  ( E x p e r i e n c e  F ac t or )  +  T F S A

Sourc es :  A l a s k a  S t a t u t es  23.20.290.  A l a s k a  D e p a r t m e n t  o f  La bor .  1988. T a b l e  1, 01 T a x  Ra te  Ca l cu la t ions .  1989.
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— Figure 4 ---------------------

UI Benefit Costs and Rate (BCR) 
State Fiscal Years 1981 -1991

{%)

-♦-DEMEFIT COST 

 DEM. COST RATE (OCR)

1989*91 »r* Trust Fundi 
Modol forecasts I

Source: Alaska Department of Labor, Research & Analysis

[—  Figure 5 ------------------------

Components of Average UI Tax Rate 
Employer and Employee Taxes

Tax Rates

4 %

3%

2%

1%-

0% “ i t i i i i
81 82 83 84 85 86 8 9  9 0  91

Tax Year
□  EM P L O Y E R  —  TFSAd EMPLOYER -  BCR 

■1 EMPLOYEE TAX

Employer taxe3 are sum of BCR and TFSA

Source: Alaska Department of Labor, Research & Analysis

In theory, a system that is strictly 
countercyclicalisonewhichhasasingle 
tax rate year after year. In contrast, a 
system tha t is not countercyclical —  
but instead responds rapidly to changes 
—  computes rates according to benefit 
payments of the prior year.

Alaska’s UI system, as mentioned 
beforehand, is a  compromise between a 
state's need to respond quickly to 
changes in its economy and the need 
for the  system  to work in a 
countercyclical fashion. Rather than 
using a one-year formula to compute 
the benefit cost rate, Alaska uses an 
average of the three prioryears. (Figure 
4 depicts benefit costs and the three- 
year benefit cost rate for state fiscal 
years 1981 through 1988. Figure 4 also 
depicts forecasts for 1989 through 
1991).
E m p l o y e r s  P a y  8 2 %  of 

Benefit C o s t  Ra te, E m p l o y e e s  1 8 %

Once the three-year benefit cost rate is 
determined, employers are assigned 
82% of that rate, employees the other 
18%. All employees’ taxes are equal. 
The average employer tax varies, 
however. The employer’s tax ra te  is a 
result of the average employer tax 
multipliedby the individual employer’s 
experience factor. In a stable economy, 
this is all there is to the computation of 
tax rates.

Ad dit ion al S u r t a x

E n s u r e s  T r u s t  F u n d ’s S o l v e n c y

However, in a severe recession like the 
state has experienced over the past few 
years, this system —  as designed so far 
— is unlikely to recover quickly enough 
to ensure a solvent trustfund. In order 
then to ensure trust fund solvency 
d u rin g  recess io na ry  years, an 
additional ‘surtax’ is added to employer 
tax rates. This surtax is called the 
T rust Fund Solvency Adjustment 
(TFSA). The TFSA is determined by a 
schedule dictated by Alaska statutes. 
It ranges from -0.4% (when the tru st 
fund balance is excessively high) to 
1.1% (when the tru s t fund balance is 
dangerously low). The TFSA also acts 
in a countercyclical fashion; it cannot 
rise or drop by more than 0.3% from 
oneyearto thenex t. In 1985theTFSA
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w a s  -0.2%. In 1987 a n d  1988, it w a s  

0. 3% a n d  0.6%. In this calendar year, 

1989, the T F S A  is 0.9%.

Altogether, George’s employers’ tax rate 

is calculated this way: It is the total of 

tw o computations; that is, 8 2 %  of 

Alaska’s three-year benefit cost rate is 

multiplied by the plant’s o w n  experience 

factor. A n d  a d d e d  to diis s u m  is the 

Trust F u n d  Solvency Adjustment.

N o w ,  after having gained a  basic 

understanding of the formula which 

determines the U I  tax rate, it’s possible 

to c o m p r e h e n d  w h y  the tax rates were 

so high in 1988 a n d  continue to be high 

in 1989. It’s also possible to perceive 

w h y  U I  tax rates in Alaska are expected 

to decline in 1990 a n d  1991.

A v e r a g e  T a x  R a t e s

T r a c k e d  B e t w e e n  1981 a n d  1991

Figure 5 illustrates the components of 

employee a n d  employer tax rates; the 

rates are depicted as apercent of taxable 

wages. T h e  employer tax rates include 

both portions attributable to the benefit 

cost rate, as well as the Trust F u n d  

Solvency Adjustment.

(The s u m  of these two elements is the 

total average employer tax rate.) These 

employer rates are the average tax rates 

for each year listed. T h e  figure includes 

data as far back as 1981, the first year 

of Alaska’s current financing system. 

T h e  1989 tax rates are actual rates, 

havingalready been assigned. T h e  1990 

a n d  1991 rates are forecasts generated 

b y  D O L R e s e a r c h  &  Analysis economists 

using the department’s U I  Trust F u n d  

Model.

W e  can see from Figure 5 that tax rates 

declined steadily through the early 

1980s, then b e gan to rise in 1986. Ov er 

the last 20 years, the average tax rate 

has been about 3.2%. This tells us that 

the rates between 1983 a n d  1986 were 

substantially lower than average. 

Figure 5 also points out, though, that 

benefit costs w e r e  actually increasing 

during these s a m e  years, a n d  that they 

nearly peaked in 1986. Duringthis time, 

benefit cost rates were declining while 

benefit costs we re rising. Thisapparent 

contradiction can be explained via two 

factors: total w a g e s  were rising faster 

than benefit costs, a n d  the benefit cost 

rate is a three-year average.

T h e  S u r t a x  ( T F S A )  a n d  

R i s i n g  Benefit C o s t s  A r e  

th e C a u s e s  of H i g h e r  U I  T a x e s

It is pertinent to note in Figure 5 that 

the benefit cost rate portion of employer 

taxes is about the s a m e  for S F Y 1989 as 

it w a s  for S F Y  1981. T h e  reason that 

total taxes are higher is d u e  to the 

T F S A  Figure 2 demonstrates the fact 

that rising U I  Trust F u n d  revenues 

(caused by lower tax rates, coupled 

with higher e m p l o y m e n t  a n d  payroll) 

kept pace with rising benefits until 

1984. B e t w e e n  1985 a n d  1987 trust 

fund reserves plunged sharply. This 

su dde n plunge caused the first positive 

T F S A  —  a m o u n t i n g  to + 0 . 3 %  —  to be 

a d d e d  to 1987 tax rates. T h r o u g h  this 

calendaryear, 1989, t h e T F S A h a s  risen 

to 0 . 9 %

B y  adding together the two portions of 

employer tax rates —  the benefit cost 

rate a n d  the T F S A  —  it’s possible to 

c o m e  to two conclusions: 1) T h a t  the 

higher tax rates of 1987 through 1989 

represent a delayed reaction to the 

rapidly rising benefit costs a m a s s e d  

b e twe en 1984 a n d  1987, a n d  2) T h a t  

the higher tax rates of 1987 through 

1989 represent a  m o v e  to recapture U I  

trust funds lost during the precipitous 

decline of its reserve balance between 

1985 a n d  1988.

It’s worthy to again note that if a 

countercyclical financing system did 

not exist, the highest tax rates w o uld 

h a v e  occurred in 1986 a n d  1987, the 

two worst years of the recession.

Thus, higher tax rates are being levied 

thisyear so thatprior benefit p a y m e n t s  

can be adequately covered. Further, 

the higher tax rates are being levied so 

that the trust fund can be rebuilt to 

cover a n y  possible, future recession.

U I  T a x  R a t e s  T o  D r o p  I n  1 9 9 0  

a n d  1991, a n d  P o s s i b l y  in 1 9 9 2

It's encouraging to point out that the 

s a m e  elements that ha ve caused tax 

rates to increase (benefit costs a n d  

T F S A )  will combine to produce lower 

tax rates in 1990 a n d  1991. It’s likely, 

too, that 1992 will also be ayear m a r k e d  

by lower U I  taxes. H e r e  are the reasons: 

Benefit costs b e g a n  to decline in the

If the countercyclical 
financing system did 
not exist, the highest 
tax rates would have 
occurred in 1986 and 
1987, the two worst 

years of the recession.
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These projections 
- that UI tax rates 
will drop in 1990 
and 1991, and 

possibly in 1992 - 
could prove 

. overly optimistic if 
‘ the state's current 
budget shortfall 
results in added 
job losses in 1989.

Abou t the Au tho r :

Michael Hurst is a labor economist 
employed for Gvo years with tho 
Itosoarch & Analysis Section, 
Administrative Sorvicos Division, 
Alaska Department of Labor. Ilurst 
is also tho uctuary for tho Aiaskn 
Unomploymcnt Insuranco System. 
Ho is based in Junonu.

la tte r half of 1987 and should continue 
to decline until mid-1989. So that 
portion of tax rates attributed to benefit 
costs trill begin to decline in 1989 and 
continue to decline through 1991. 
Meanwhile, the UI tru st fund reserve 
began to recover in 1988 and will 
continue to recover through 1991. So 
the T rust Fund Solvency Adjustment 
will begin to decline in 1990.
These projections are based on current 
estimates of future employment and 
unem p loym en t by th e  s ta te  
DepartmentofLabor.These projections 
could prove overly optimistic if the 
state’s current budget shortfall results 
in added job losses in 1989. Added 
unemployment in 1989 could reduce 
the rate of decline of employer tax rates. 
But because UI tax rates are calculated 
upon ptfst data, new job layoffs are 
unlikely to alter the fact th a t declining 
tax rates will occur.

C onclu sion
The Alaska Unemployment Insurance 
system is ju s t th a t —  an insurance 
system —  and not a social welfare 
system. I t is only available to persons 
who have worked and are temporarily 
unemployed. There is a lim it to the

amountofbenefilu that can be claimed. 
It is financed through tho puyment of 
premiums —  in this case, employer 
and employee tax es and  
reimbursements. As with other forms 
ofinsurance, these'premiums' are often 
n bitter pill for employers to swallow, 
especially when the rates rise to 
exceptionally high levels. As with other 
forms of insurance, though, when the 
benefits are needed they provide vital 
support to the recipients. •
Unemploymentinsurancehas the dual 
purpose of providingtempornryincome 
support for unemployed workers and 
providing a measure of stability to the 
economy. During the recession that 
began  in la te  1985, A la sk a ’s 
Unemployment Insurance system has 
performed well. Many thousands of 
workers received hundreds of millions 
of dollars in compensation. This allowed 
many of the workers to stay in Alaska. 
Without the compensation they would 
have been forced to leave the state. 
Furthermore, the reserves in the UI 
tru st fund account provided a critical 
buffer to a flagging economy. The 
system is now in the process of 
rebuilding its reserves. And barring 
any major economic catastrophe, the 
UI system will continue serving Alaska 
wprkers when called upon in the future.

Alaska 's Benefit



Individual Employer Rates

T h e  g r e a t  b u l k  of r e v e n u e  i n t o  the P I  t r u s t  f u n d  c o m e s  f r o m  e m p l o y e r  a n d  e m p l o y e e  

t a x  c o n t r i b u t i o n s ;  in fact, t a x  c o n t r i b u t i o n s  a r e  t h e  o n l y  s o u r c e  of r e v e n u e  t h a t  

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

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

e m p l o y e r s  b y  t h e  D e p a r t m e n t  of L a b o r  in a d v a n c e  of a n t i c i p a t e d  f u t u r e  UI p a y m e n t s  

t o  t h e i r  e m p l o y e e s .  E a c h  e m p l o y e r  is a s s i g n e d  o n e  of 21 r a t e s .  If t h e y  h a v e  

b e e n  o p e r a t i n g  f o r  at l e a s t  1 y e a r ,  t h e i r  r a t e  is b a s e d  o n  t h e i r  o w n  i n d i v i d u a l  

e x p e r i e n c e  w i t h  u n e m p l o y m e n t ;  if no t,  t h e y  a r e  a s s i g n e d  t h e  a v e r a g e  r a t e  f o r  

o t h e r  e m p l o y e r s  i n  t h e i r  i n d u s t r y .  T h i s  is c a l l e d  e x p e r i e n c e  r a t i n g .

I n  A l a s k a  a n  e m p l o y e r ' s  i n d i v i d u a l  e x p e r i e n c e  w i t h  e m p l o y m e n t  is a p p r o x i m a t e d  

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

t h r e e  y e a r s .  T h e  s y s t e m  is b a s e d  o n  t h e  p r e s u m p t i o n  t h a t  d e c l i n e s  in p a y r o l l  

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

i n  U I  p a y m e n t s .

O n c e  a n  i n d i v i d u a l  e m p l o y e r ' s  e x p e r i e n c e  is c a l c u l a t e d ,  t h e  e m p l o y e r  i s  a s s i g n e d  

t o  o n e  of 21 r a t e  c l a s s e s .  E a c h  r a t e  c l a s s  is a s s i g n e d  a t a x  r a t e  t h a t  is a 

p e r c e n t a g e  of t h e  " a v e r a g e "  o r  b a s e  t a x  r a t e  —  t h a t  p e r c e n t a g e  f o r  r a t e  c l a s s e s  

10  a n d  11 is 1 0 0 % .  T h e  p e r c e n t a g e  is a c t u a l l y  c a l l e d  t h e  e x p e r i e n c e  f a c t o r .

The Calculation of Average UI Tax Rates

So  f a r  w e  h a v e  b e e n  w o r k i n g  b a c k w a r d s ,  f r o m  i n d i v i d u a l  e m p l o y e r  r a t e s ;  b u t  t a x  

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

o f  A l a s k a ' s  U I  f i n a n c i n g  s y s t e m .  T h e  a v e r a g e  t a x  r a t e  is w h a t  d e t e r m i n e s  h o w  

m u c h  is c o l l e c t e d  in t o t a l  t a x  c o n t r i b u t i o n s  e a c h  y e a r .  I n d i v i d u a l  e m p l o y e r s  

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

1 0 0 % .  A c t u a l l y ,  " a v e r a g e "  is a b i t  of a m i s n o m e r  i n  t h i s  c a s e  —  it is r e a l l y  

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

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

s t a t e ,  n o t  t h e  a v e r a g e  r a t e  of a l l  e m p l o y e r s  i n  A l a s k a .

Benefit Costs and the Benefit Cost Ratio

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

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

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

o f  1 9 3 5 .  B u t  b e n e f i t  c o s t s  a l o n e  a r e  n o t  s u f f i c i e n t  t o  d e t e r m i n e  t h e  c o n d i t i o n  

of t h e  U I  s y s t e m .  W a g e s  p a i d  a r e  i m p o r t a n t  as w e l l  s i n c e  t h e y  d e t e r m i n e  b o t h

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

t h e  s y s t e m  is l i a b l e  for. T h e r e f o r e  it is t h e  b e n e f i t  c o s t  r a t e  (BCR) t h a t  is 

t h e  f u n d a m e n t a l  d r i v i n g  f o r c e  of U I  t a x  r a t e s .  It is c o m p u t e d  a s  b e n e f i t s  p a i d  

i n  th e c u r r e n t  y e a r  d i v i d e d  b y  w a g e s  p a i d  i n  th e p r i o r  y e a r .

P r i o r  t o  1 9 8 1  t a x  r a t e s  w e r e  t i e d  t o  t h e  t r u s t  f u n d  d i r e c t l y ,  m o r e  s p e c i f i c a l l y  

t o  t h e  r a t i o  of t h e  t r u s t  f u n d  t o  w a g e s  (the t r u s t  f u n d  r e s e r v e  r a t e ) . T h e  

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

w e r e  t h e n  c a l c u l a t e d  to c o v e r  th e h i g h e s t  c o s t  y e a r .

H o w e v e r ,  s i n c e  u n e m p l o y m e n t  i n s u r a n c e  is a s e l f - f i n a n c i n g  s y s t e m ,  t a x e s  c o l l e c t e d  

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



t h a t  t h i s  s i m p l i f i e s  t o  the e q u a t i o n ,  A T R  =  BC R, o r  the a v e r a g e  t a x  r a t e  m u s t  

b e  e q u a l  t o  t h e  b e n e f i t  c o s t  r a t e  i n  t h e  l o n g  run. In 1 9 8 0  th e A l a s k a  

L e g i s l a t u r e  r e c o g n i z e d  th at r e l a t i o n s h i p  a n d  c h a n g e d  A l a s k a ' s  f i n a n c i n g  s y s t e m  

t o  i n c o r p o r a t e  it d i r e c t l y  a s  t h e  p r i m e  e q u a t i o n  fo r t a x  r a t e s .  I n  i t s  m o s t  

f u n d a m e n t a l  fo rm, a n d  i n  a s t a b l e  e c o n o m y ,  t h e  a v e r a g e  t a x  r a t e  is e q u a l  t o  t h e  

b e n e f i t  c o s t  r a t e .

I t  is n o t  q u i t e  t h a t  s i m p l e ,  h o w e v e r .  F i r s t  of all, A l a s k a ' s  s y s t e m  i s  a 

c o m p r o m i s e  b e t w e e n  r e s p o n d i n g  q u i c k l y  to c h a n g e s  in t h e  e c o n o m y  a n d  b e i n g  

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

r a t e ,  t h e  h i g h e s t  t a x  r a t e s  w o u l d  h a v e  b e e n  i n  1 9 8 6  a n d  1987, bu t t h e  h i g h e s t  

r a t e s  a c t u a l l y  a r e  in 1 9 8 8  a n d  1 9 8 9 .  A l a s k a ' s  s y s t e m  is d e s i g n e d  to d e l a y  t a x  

i n c r e a s e s  s o  t h a t  t h e y  d o  not h i t  e m p l o y e r s  d u r i n g  t h e  w o r s t  p a r t  of a r e c e s s i o n .  

I n  o r d e r  to a c c o m p l i s h  t h is, t h e  s y s t e m  u s e s  a n  a v e r a g e  of th e t h r e e  p r i o r  y e a r s  

t o  c o m p u t e  t h e  b e n e f i t  c o s t  r a t e .  T h us, th e 1 9 8 5  a n d  1 9 8 6  b e n e f i t  c o s t  r a t e s  

d o  no t g e t  f a c t o r e d  in u n t i l  t h e  1 9 8 6  a n d  1 9 8 7  t a x  y e a r s ,  a n d  t h e y  a r e  t e m p e r e d  

b y  l o w  B C R ' s  of p r i o r  y e a r s ;  o n  t h e  o t h e r  h a n d ,  1 9 8 5  a n d  1 9 8 6  B C R ' s  d o  n o t  

d i s a p p e a r  f r o m  t a x  r a t e  c a l c u l a t i o n s  u n t i l  1 9 8 9  a n d  1 9 9 0  r e s p e c t i v e l y .

O n c e  t h e  t h r e e - y e a r  b e n e f i t  c o s t  r a t e  is d e t e r m i n e d ,  e m p l o y e r s  p a y  8 2 %  of th e 

B C R ,  a n d  e m p l o y e e s  p a y  t h e  o t h e r  18%. T h e  e m p l o y e e  t a x  i s  e q u a l  fo r a l l  

e m p l o y e e s .  T h e  a v e r a g e  e m p l o y e r  t a x  is m u l t i p l i e d  b y  t h e  i n d i v i d u a l  e m p l o y e r ' s  

e x p e r i e n c e  f a c t o r  t o  c o m p u t e  t h e  i n d i v i d u a l  e m p l o y e r ' s  t a x  r a t e .  I n  a s t a b l e  

e c o n o m y  t h i s  is a l l  t h e r e  is t o  t h e  c o m p u t a t i o n  of t a x  r a t e s .

I n  a s e v e r e  r e c e s s i o n  l i k e  w e  h a v e  h a d  o v e r  t h e  p a s t  f e w  y e a r s ,  h o w e v e r ,  t h i s  

s y s t e m  is n o t  l i k e l y  to r e c o v e r  q u i c k l y  e n o u g h  to k e e p  t h e  t r u s t  f u n d  s o l v e n t .  

S o  an a d d i t i o n a l  " s u r t a x "  c a l l e d  t h e  t r u s t  f u n d  s o l v e n c y  a d j u s t m e n t  (TFSA) is 

a d d e d  to e m p l o y e r  t a x  r a t e s .  T h e  T F S A  is d e t e r m i n e d  b y  a s c h e d u l e  i n  t h e  A l a s k a  

S t a t u t e s ,  a n d  r a n g e s  f r o m  a - 0 . 4 %  w h e n  th e t r u s t  f u n d  b a l a n c e  is e x c e s s i v e l y  h i g h  

t o  1 . 1 %  w h e n  t h e  t r u s t  f u n d  b a l a n c e  is d a n g e r o u s l y  lo w. I n  1 9 8 5  th e T F S A  w a s  -

0 . 2 % ;  i n  1 9 8 7 - 8 9  i t  h a s  b e e n  0 . 3 % ,  0.6%, a n d  0 . 9 % .
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TAXATION
T a b l e  2 0 0 . — S u m m a r y  o f  e x p e r i e n c e - r a t i n g  p r o v i s i o n s ,  52 S t a t e o l / ( c o n t i n u e d )

T y p e  o f  e x p e r i e n c e  r a t i n g T a x ­ W a g e s V o l u n ­

a b l e i n c l u d e t a r y

c o n t r i ­w a g e r e m u ­

S t a t e R e s e r v e B e n e f i t B e n e f i t P a y r o l 1 b a s e n e r a ­ b u t i o n s

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

( 32 ( 1 5 r a t i o (1 S t a t e s ) $ 7 , 0 0 0 o v e r m i t t e d

S t a t e s ) ( S t a t e s ) (4

S t a t e s )

( 3 7 1 /

S t a t e s )

$ 7 , 0 0 0  

i f  s u b ­

j e c t  t o  

F U T A  

( 4 4  

S t a t e s )

(21

S t a t e s )

( 1 ) ( 2 ) ( 3 ) ( 4 ) ( 5 ) ( 6 ) ( 7 ) ( 8 )

O k l a . X $ 9 , 100! /

O r e g . •  •  » • X • •  a • •  •  •  i  • $ 1 4 , 0 0 0 1 /
P a . ■ • • • X A / •  I I I •  •  •  •  • $ 8 , 0 0 0 x i / X

R .  I  • X •  •  I • •  •  •  « • $ 1 2 , 0 0 0 1 / x i /

S . C . X X
S . D a k . X x i / X

T e n n . X x i /

T e x . •  l i e X i •  •  • •  •  i •  • $ 8 ,0 0 0

U t a h •  •  •  • X $ 1 3 , 2 0 0 1 / X
V t . •  •  •  • X • •  •  • ■ •  •  •  • $ 8 , 0 0 0 X
V a . •  •  • • X

V . I . X •  •  •  ■ •  1 • •  j •  •  •  • • $ 1 4 , 0 0 0 1 /

W a s h . •  I I I X •  • •  ■ $ 1 5 , 1 0 0 1 /

W . V a . X I  I  I 1 •  I  ■ • •  •  •  a • $ 8 , 0 0 0 X X

W i s . X •  I •  a •  I I I •  •  •  •  • $ 1 0 , 5 0 0 X x l /

W y o . •  •  •  • X • • • • •  i l i a $ 1 0 , 2 0 0 1 / X

1 / E x c l u d e s  P . R .  w h i c h  h a s  n o  e x p e r i e n c e - r a t i n g  s y s t e m  a n d  w h i c h  l e v i e s  a  t a x  o n  

$ 7 , 0 0 0 .  S e e  T a b l e s  2 0 1  t o  206 f o r  m o r e  d e t a i l e d  a n a l y s i s  o f  e x p e r i e n c e - r a t i n g  

p r o v i s i o n s .

I n v o l u n t a r y  c o n t r i b u t i o n s  l i m i t e d  t o  a m o u n t  o f  b e n e f i t s  c h a r g e d  d u r i n g  12 m o n t h s  

p r e c e d i n g  l a s t  c o m p u t a t i o n  d a t e .  A r k  a n d  L a . ; E R  r e c e i v e s  c r e d i t  f o r  100% o f  a n y  

v o l u n t a r y  c o n t r i b u t i o n s  m a d e  t o  f u n d ,  N . C . ; r e d u c t i o n  i n  r a t e  b e c a u s e  o f  v o l u n t a r y  

c o n t r i b u t i o n s  l i m i t e d  t o  t w o  r a t e  g r o u p s  f o r  p o s i t i v e - b a l a n c e  E R ' s ,  o t h e r  l i m i t a t i o n s  

a p p l y  f o r  n e g a t i v e - b a l a n c e  E R ' s ,  K a n s . , a n d  w i s e . ;  s u r c h a r g e  a d d e d  e q u a l  t o  25% o f  

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

o v e r c o m e  c h a r g e s  i n c u r r e d  a s  r e s u l t  o f  u n e m p l o y m e n t  o f  75 % o r  m o r e  o f  E R ' s  w o r k e r s  

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

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

a d d i t i o n a l  s u r t a x  o r  s o l v e n c y  r a t e s  a p p l y ,  L a .

1 / s e e  f o l l o w i n g  t a b l e  f o r  c o m p u t a t i o n  o f  f l e x i b l e  t a x a b l e  w a g e  b a s e s  f o r  S t a t e s  

n o t e d .

A ^ W a g e s  i n c l u d e  a l l  k i n d s  o f  r e m u n e r a t i o n  s u b j e c t  t o  F U T A .

A / p o r m u l a  i n c l u d e s  r e s e r v e  r a t i o ,  p a . .

1 / l f  t h e  b a l a n c e  i n  t h e  t r u s t  f u n d  l e s s  F e d e r a l  a d v a n c e s  i s  l e s s  t h a n  $ 1 0 0

m i l l i o n ,  t h e  t a x a b l e  w a g e  b a s e  w i l l  i n c r e a s e  b y  $ 50 0  o r  i f  $250  m i l l i o n  o r  m o r e ,  i t

w i l l  b e  r e d u c e d  b y  $ 5 0 0 ,  Mo*  ( t h e r e f o r e  i n  1988 i t ' s  $ 7 , 0 0 0 )  I f  t h e  t r u s t  f u n d  

b a l a n c e  i s  m o r e  t h a n  $ 3 5 0  m i l l i o n  t h e  w a g e  b a s e  w i l l  b e  $ 9 , 0 0 0 ,  C o l o . . .

Z / l n  t h e  p r o c e s s  o f  c o n v e r t i n g  f r o m  a  b e n e f i t  w a g e  r a t i o  f o r m u l a  t o  a  r e s e r v e

r a t i o  f o r m u l a ,  1 1 1 . .
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2 1 5 . 0 1  P E D E R A L  R E Q U I R E M E N T S  FOR E X P E R I E N C E  R A T I N G . — S t a t e  e x p e r i e n c e - r a t i n g  

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

S o c i a l  S e c u r i t y  A c t ,  n o w  t h e  P e d e r a l  U n e m p l o y m e n t  T a x  A c t ,  a s  a m e n d e d .  T h e  P e d e r a l  

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

r a t e s  w e r e  b a s e d  o n  n o t  l e s s  t h a n  3 y e a r s  o f  ' e x p e r i e n c e  w i t h  r e s p e c t  t o  

u n e m p l o y m e n t  o r  o t h e r  f a c t o r s  b e a r i n g  a d i r e c t  r e l a t i o n  t o  u n e m p l o y m e n t  r i s k , '  T h i s  

r e q u i r e m e n t  w a s  m o d i f i e d  b y  a m e n d m e n t  i n  1954 w h i c h  a u t h o r i z e d  t h e  S t a t e s  t o  e x t e n d  

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

h a d  a t  l e a s t  1 y e a r  o f  s u c h  e x p e r i e n c e .  T h e  r e q u i r e m e n t  w a s  f u r t h e r  m o d i f i e d  b y  t h e  

1970 a m e n d m e n t s  w h i c h  p e r m i t t e d  t h e  S t a t e s  t o  a l l o w  a r e d u c e d  r a t e  ( b u t  n o t  l e s s  

t h a n  o n e  p e r c e n t )  o n  a  ' r e a s o n a b l e  b a s i s ' .

2 1 0 . 0 2  S T A T E  R E Q U I R E M E N T S  FOR E X P E R I E N C E  R A T I N G . — I n  m o s t  S t a t e s  3 y e a r s  o f

e x p e r i e n c e  w i t h  u n e m p l o y m e n t  m e a n s  m o r e  t h a n  3 y e a r s  o f  c o v e r a g e  a n d  c o n t r i b u t i o n  

e x p e r i e n c e .  F a c t o r s  a f f e c t i n g  t h e  t i m e  r e q u i r e d  t o  b e c o m e  a " q u a l i f i e d '  e m p l o y e r  

i n c l u d e  ( 1 )  t h e  c o v e r a g e  p r o v i s i o n s  o f  t h e  S t a t e  l a w  ( " a t  a n y  t i m e "  v s .  20 w e e k s ;  

T a b l e  1 0 0 ) ;  ( 2 )  i n  s t a t e s  u s i n g  b e n e f i t s  o r  b e n e f i t  d e r i v a t i v e s  i n  t h e  

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

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

f o r  b e n e f i t s ;  ( 3 )  t h e  t y p e  o f  f o r m u l a  u s e d  f o r  r a t e  d e t e r m i n a t i o n s ;  a n d  ( 4 )  t h e

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

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

220 T y p e s  o f  p o r m u l a s  f o r  E x p e r i e n c e  R a t i n g

Under the general Federal requirements, the experience-rating provisions of 
State laws vary greatly, and the number of variations increases with each 
legislative year. The most significant variations grow out of differences in the 
formulas used for rate determinations. The factor used to measure experience with 
unemployment is the basic variable which makes it possible to establish the relative 
incidence of unemployment among the workers of different employers. Differences in 
such experience represent the major justification for differences in tax rates, 
either to provide an incentive for stabilization of employment or to allocate the 
cost of unemployment. At present there are four distinct systems, usually 
identified as reserve-ratio, benefit-ratio, benefit-wage-ratio, and payroll-decline 
formulas. A few states have combinations of the systems.

In spite of significant differences, all systems have certain common 
characteristics. All formulas are devised to establish the relative experience of 
individual employers with unemployment or with benefit costs. To this end, all have 
factors for measuring each employer's experience with unemployment or benefit 
expenditures, and all compare this experience with a measure of exposure—usually 
payrolls— to establish the relative experience of large and small employers.
However, the four systems differ greatly in the construction of the formulas, in the 
factors used to measure experience and the methods of measurement, in the number of 
years over which the experience is recorded, in the presence or absence of other 
factors, and in the relative weight given the various factors in the final 
assignment of rates.
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220.01 RE3KRVE-RATI0 FORMULA.— T h a  r a a a r v a  r a t i o  was t h a  a a r l l a a t  o f  t h a  

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

32 S t a t e s  ( T a b l e  2 0 0 ) .  T h e  s y s t e m  l a  e s s e n t i a l l y  c o s t  a c c o u n t i n g .  O n  e a c h  

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

b e n e f i t s  p a i d  t o  h i s  w o r k e r s .  T h e  b e n e f i t s  a r e  s u b t r a c t e d  f r o m  t h e  c o n t r i b u t i o n s ,  

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

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

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

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

r e c e i v e d  b y  h i s  w o r k e r s  s i n c e  t h e  l a w  b e c a m e  e f f e c t i v e .  I n  t h e  D i s t r i c t  o f  

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

a i n c e  a  c e r t a i n  d a t e  i n  1 939 ,  1 940 ,  o r  1 9 4 1 ,  a n d  i n  R h o d e  I s l a n d  t h e y  a r e  l i m i t e d  t o  

t h o s e  s i n c e  O c t o b e r  1 ,  1958 ,  a n d  i n  M o n t a n a  t h o s e  s i n c e  O c t o b e r  1 ,  1 9 8 1 .  I n  

M i s s o u r i  t h e y  m a y  b e  l i m i t e d  t o  t h e  l a s t  5 y e a r s  I f  t h a t  w o r k s  t o  a n  e m p l o y e r ' s  

a d v a n t a g e .  I n  N e w  H a m p s h i r e  a n  e m p l o y e r  w h o s e  r a t e  I s  d e t e r m i n e d  t o  b e  3 . 5  p e i c e n t  

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

b a s i s  o f  h i s  5 m o s t  r e c e n t  y e a r s  o f  e x p e r i e n c e .  H o w e v e r ,  h i s  n e w  r a t e  m a y  n o t  b e  

l e s s  t h a n  2 . 7  p e r c e n t  e x c e p t  f o r  u n i f o r m  r a t e  r e d u c t i o n  b a a e d  o n  t h e  f u n d  b a l a n c e .

T h e  p a y r o l l  u s e d  t o  m e a s u r e  t h e  r e s e r v e s  i s  o r d i n a r i l y  t h e  l a s t  3 y e a r s  b u t  

M a s s a c h u s e t t s ,  S o u t h  C a r o l i n a ,  a n d  W i s c o n s i n  f i g u r e  r e s e r v e s  o n  t h e  l a s t  y e a r ' s  

p a y r o l l s  o n l y .  I d a h o  a n d  N e b r a s k a  u s e  4 y e a r s .  A r k a n s a s  g i v e s  t h e  e m p l o y e r  t h e  

a d v a n t a g e  o f  t h e  l e s s e r  o f  t h e  a v e r a g e  3 -  o r  5 - y e a r  p a y r o l l ,  o r ,  a t  h i s  o p t i o n ,  t h e  

l a s t  y e a r ' 3 p a y r o l l .  N e w  J e t s e y  p r o t e c t s  t h e  f u n d  b y  u s i n g  t h e  h i g h e r  o f  t h e  

a v e r a g e  3 -  o r  5 - y e a r  p a y r o l l .

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

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

r a n g e s  o f  r e s e r v e  r a t i o s ;  t h e  h i g h e r  t h e  r a t i o ,  t h e  l o w e r  t h e  r a t e .  T h e  f o r m u l a  i s  

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

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

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

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

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

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

a l t e r n a t e  t a x  s c h e d u l e  w h i c h  r e q u i r e s  a  h i g h e r  r a t e .

2 2 0 . 0 2  B E N E F I T - R A T I O  F O R M U L A . — T h e  b e n e f i t - r a t i o  f o r m u l a  a l n o  u s e s  b e n e f i t s  a s  

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

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

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

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

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

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

p a y r o l l s  o r  f u n d  a d e q u a c y  p e r c e n t a g e .  I n  F l o r i d a  a n d  W y o m i n g  a n  e m p l o y e r ’ s  b e n e f i t  

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

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

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

f a c t o r s — r e s e r v e  r a t i o ,  b e n e f i t  r a t i o ,  a n d  S t a t e  a d j u s t m e n t .  I n  M i c h i g a n  r a t e s  a r e  

a l s o  b a s e d  o n  t h e  sum o f  t h r e e  f a c t o r s :  t h e  e m p l o y e r ' s  e x p e r i e n c e  r a t e ;  a  S t a t e

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

t o  r e c o v e r  f u n d  b e n e f i t  c o s t s  n o t  o t h e r w i s e  r e c o v e r a b l e .  I n  U t a h  r a t e s  a r e  b a s e d  o n  

3 f a c t o r s :  t h e  r e s e r v e  f a c t o r ,  s o c i a l  t a x  a n d  e x p e r i e n c e .  I n  T e x a s  r a t e s  a r e  b a s e d  

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

b e n e f i t  r a t i o .
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U n l i k e  t h e  r e s e r v e  r a t i o ,  t h e  b e n e f i t - r a t i o  s y s t e a  i s  q e e r e d  t o  s h o r t - t a r a  

e x p e r i e n c e ,  o n l y  t h e  b e n e f i t s  p a i d  i n  t h e  a o s t  r e c e n t  3 y e a r s  a r e  u s e d  i n  t h e  

d e t e r m i n a t i o n  o f  t h e  b e n e f i t  r a t i o s  e x c e p t  i n  U t a h ,  V i r g i n i a ,  a n d  W a s h i n g t o n  w h e r e  

t h e  l a s t  4 y e a r s  o f  b e n e f i t s  a r e  u s e d  a n d  i n  I o w a  a n d  M i c h i g a n ,  w h e r e  t h e  l a s t  5 

y e a r s  o f  b e n e f i t s  a r e  U B e d .  ( T a b l e  2 0 3 ) .

2 2 0 . 0 3  B B N E P I T - W A G E - R A T I O  F O R M U L A . — T h e  b e n e f i t - w a g a  f o r m u l a  i s  r a d i c a l l y  

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

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

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

b e n e f i t s  i s  n o t  a  f a c t o r .  T h e  s e p a r a t i o n s ,  w e i g h t e d  w i t h  t h e  w a g e s  e a r n e d  b y  t h e  

w o r k e r s  w i t h  e a c h  b a s e - p e r i o d  e m p l o y e r ,  a r e  r e c o r d e d  o n  e a c h  e m p l o y e r ' s  

e x p e r i e n c e - r a t i n g  r e c o r d  a s  b e n e f i t  w a g e s .  O n l y  o n e  s e p a r a t i o n  p e r  b e n e f i c i a r y  p e r  

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

h a s  b e e n  p o s t p o n e d  u n t i l  b e n e f i t s  h a v e  b e e n  p a i d  i n  t h e  S t a t e  s p e c i f i e d :  i n  A l a b a m a  

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

u n e m p l o y m e n t ;  i n  I l l i n o i s ,  u n t i l  t h e  b e n e f i t s  p a i d  e q u a l  t h r e e  t i m e s  t h e  w e e k l y  

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

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

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

w a g e s  t o  h i s  t o t a l  t a x a b l e  w a g e s .

T h e  f o r m u l a  '.a d e s i g n e d  t o  a s s e s s  v a r i a b l e  r a t e s  w h i c h  w i l l  r a i s e  t h e  e q u i v a l e n t  

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

b e n e f i t  p a y r i i i t s  a n d  t o t a l  b e n e f i t  w a g e s  i n  t h e  S t a t e  d u r i n g  3 y e a r s  i s  d e t e r m i n e d .  

T h i s  r a t i o ,  k n o w n  a s  t h e  s t a t e  e x p e r i e n c e  f a c t o r ,  m e a n s  t h a t ,  o n  t h e  a v e r a g e ,  t h a  

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

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

n e e d e d  t o  r e p l e n i s h  t h e  f u n d .  T h e  t o t a l  a m o u n t  t o  b e  r a i s e d  1 b  d i s t r i b u t e d  a m o n g  

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

h i g h e r  t h e  r a t e .

I n d i v i d u a l  e m p l o y e r ' s  r a t e s  a r e  d e t e r m i n e d  b y  m u l t i p l y i n g  t h e  e m p l o y e r ' s  

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

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

p r o d u c t  o f  t h e  e m p l o y e r ' s  b e n e f i t - w a g e  r a t i o  a n d  t h e  s t ~ ‘ t e  f a c t o r .  T h e  r a n g e  o f  t h e  

r a t e s  i s ,  h o w e v e r ,  l i m i t e d  b y  a  m i n i m u m  a n d  m a x i m u m .  T h e  m i n i m u m  a n d  t h e  r o u n d i n g  

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

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

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

2 2 0 . 0 4  P A Y R O L L  V A R I A T I O N  P L A N . - - T h e  p a y r o l l  v a r i a t i o n  p l a n  i s  i n d e p e n d e n t  o f  

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

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

d e c l i n e  i n  a n  e m p l o y e r ' s  p a y r o l l  f r o m  q u a r t e r  t o  q u a r t e r  o r  f r o m  y e a r  t o  y e a r .  T h e  

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

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

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

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

A l a s k a  m e a s u r e s  t h e  s t a b i l i t y  o f  p a y r o l l s  f r o m  q u a r t e r  t o  q u a r t e r  o v e r  a  3 - y e a r  

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

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

2-7 (Revised September 1988)



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

c o n t r i b u t i o n s !  n o  r e d u c e d  r a t e  i s  a l l o w e d  t o  a n  e m p l o y e r  w h o s e  l a s t  3 - y e a r  b e n e f i t  

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

T h e  p a y r o l l  v a r i a t i o n  p l a n s  u s e  a v a r i e t y  o f  m e t h o d s  f o r  r e d u c i n g  r a t e s .  A l a s k a  

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

t h e m  o n  t h e  b a s i s  o f  c u m u l a t i v e  p a y r o l l s  i n  10 c l a s s e s  f o r  w h i c h  r a t e s  a r e  s p e c i f i e d  

i n  a  s c h e d u l e .  M o n t a n a  c l a s s i f i e s  e m p l o y e r s  i n  14 c l a s s e s  a n d  a s s i g n s  r a t e s  

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

225 T r a n s f e r  o f  e m p l o y e r s '  E x p e r i e n c e

B e c a u s e  o f  P e d e r a l  r e q u i r e m e n t s ,  n o  r a t e  c a n  b e  g r a n t e d  b a s e d  on  e x p e r i e n c e  

u n l e s s  t h e  a g e n c y  h a s  a t  l e a s t  a  1 - y e a r  r e c o r d  o f  t h e  e m p l o y e r ' s  e x p e r i e n c e  w i t h  t h e  

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

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

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

e m p l o y e r  w h o ,  t h r o u g h  p u r c h a s e  o r  o t h e r w i s e ,  a c q u i r e s  t h e  p r e d e c e s s o r ' s  b u s i n e s s .

I n  s o m e  s t a t e s  ( T a b l e  2 04)  t h e  a u t h o r i z a t i o n  f o r  t r a n s f e r  o f  t h e  r e c o r d  i s  l i m i t e d  

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

e m p l o y e r  a c q u i r e s  t h e  p r e d e c e s s o r ' s  o r g a n i z a t i o n ,  t r a d e ,  o r  b u s i n e s s  a n d  

s u b s t a n t i a l l y  a l l  i t s  a s s e t s ,  i n  t h e  o t h e r  S t a t e s  t h e  p r o v i s i o n s  a u t h o r i z e  p a r t i a l  

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

a c q u i r e d  b y  a n y  o n e  s u c c e s s o r ,  t h a t  p a r t  o f  t h e  p r e d e c e s s o r ' s  r e c o r d  w h i c h  p e r t a i n s  

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

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

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

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

c o n c e r n e d  r e q u e s t  i t .

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

o f  r e o r g a n i z a t i o n ,  p u r c h a s e ,  i n h e r i t a n c e ,  r e c e i v e r s h i p ,  o r  a n y  o t h e r  c a u s e .

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

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

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

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

t r a n s f e r  i f  t h e  e n t e r p r i s e  a c q u i r e d  i s  n o t  c o n t i n u e d  ( T a b l e  2 0 4 ) ;  i n  3 o f  t h e s e  

S t a t e s  ( C a l i f o r n i a ,  D i s t r i c t  o f  C o l u m b i a ,  a n d  W i s c o n s i n )  t h e  s u c c e s s o r  m u s t  e m p l o y  

s u b s t a n t i a l l y  t h e  s a m e  w o r k e r s .  I n  22 S t a t e s 1 s u c c e s s o r  e m p l o y e r s  m u s t  a s s u m e  

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

C o l u m b i a ,  M a s s a c h u s e t t s ,  a n d  W i s c o n s i n ,  s u c c e s s o r  e m p l o y e r s  a r e  o n l y  s e c o n d a r i l y  

l i a b l e .

TAXATION

J / A r i z . ,  A r k . ,  C a l i f . ,  D . C . ,  G a . ,  I d a h o ,  1 1 1 . ,  I n d . ,  K y . , M a i n e ,  M a s s . ,  M i c h . ,  

M i n n . ,  M o . ,  N e b r . ,  N . H . ,  N . M e x . ,  O h i o ,  O k l a . ,  s.C., W . V a . ,  a n d  w i s e .
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H o s t  S t a t e s  e s t a b l i s h  b y  s t a t u t e  o r  r e g u l a t i o n  t h e  r a t e  t o  b e  a s s i g n e d  t h e  

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

w h i c h  t h e  t r a n s f e r  o c c u r s .  T h e  r a t e  a s s i g n m e n t s  v a r y  w i t h  t h e  s t a t u s  o f  t h e

s u c c e s s o r  e m p l o y e r  p r i o r  t o  t h e  a c q u i s i t i o n  o f  t h e  p r e d e c e s s o r ' s  b u s i n e s s ,  o v e r  

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

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

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

c o m b i n e d  w i t h  t h e  a c q u i r e d  r e c o r d  ( T a b l e  2 0 4 ) .

230 D i f f e r e n c e s  i n  C h a r g i n g  M e t h o d s

Various methods are used to identify the employer who will be charged with
benefits when a worker becomes unemployed and draws benefits. Except in the case 
of very temporary or partial unemployment, compensated unemployment occurs after a 
worker-employer relationship has been broken. Therefore, the laws indicate in 
some detail which one or more of the former employers should be charged with the 
claimant's benefits. In the reserve-ratio and benefit-ratio States, it is the 
claimant's benefits that are charged; in the benefit-wage States, the benefit
wages. There is, of course, no charging of benefits in the payroll-decline
systems.

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

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

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

i n f o r m a t i o n  o n  a  b e n e f i t  c l a i m  t o  e v a d e  c h a r g e s  i s  p e n a l i z e d :  I n  A r k a n s a s ,  b y

c h a r g i n g  t h e  e m p l o y e r ’ s  a c c o u n t  w i t h  t w i c e  t h e  c l a i m a n t ' s  m a x i m u m  p o t e n t i a l  

b e n e f i t s ;  i n  O r e g o n ,  w i t h  2 t o  10 t i m e s  t h e  c l a i m a n t ' s  w e e k l y  b e n e f i t  a m o u n t ;  i n  

C o l o r a d o ,  w i t h  1 - 1 / 2  t i m e s  t h e  a m o u n t  o f  b e n e f i t s  d u e  d u r i n g  t h e  d e l a y  c a u s e d  b y  

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

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

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

c l a i m a n t .

In the states with benefit-wage-ratio formulas, the maximum amount of benefit 
wages charged is usually the amount of wages required for maximum annual benefits;
in Alabama and Delaware, the maximum taxable wages.

2 3 0 . 0 1  C H A R G I N G  M O S T  R E C E N T  E M P L O Y E R S . — I n  t h r e e  S t a t e s ,  M a i n e ,  N e w  

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

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

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

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

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

l i m i t s  c h a r g e s  t o  a m o s t  r e c e n t  e m p l o y e r  w h o  e m p l o y e d  t h e  c l a i m a n t  f o r  m o r e  t h a n  5

c o n s e c u t i v e  w e e k s ;  N e w  H a m p s h i r e ,  m o r e  t h a n  4 w e e k s ;  V i r g i n i a ,  a t  l e a s t  30 d a y s .  

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

t i m e s  t h e  w e e k l y  b e n e f i t .

TAXATION
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2 3 0 . 0 2  C H A R G I N G  B A S E - P E R I O D  E M P L O Y E R S  I N  I N V E R S E  C H R O N O L O G I C A L  O R D E R . — So me  

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

e m p l o y m e n t  ( T a b l e  205)  . T h i s  m e t h o d  c o m b i n e s  t h e  t h e o r y  t h a t  l i a b i l i t y  f o r  b e n e f i t s  

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

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

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

l e s s  t h e  p r o b a b i l i t y  o f  a n  e m p l o y e r ' s  b e i n g  c h a r g e d .  A  m a x i m u m  l i m i t  i s  p l a c e d  o n  

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

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

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

o r  a s  a  c o m b i n a t i o n  o f  t h e  t w o .  U s u a l l y  t h e  l i m i t  i s  t h e  s a m e  a s  t h e  l i m i t  o n  t h e  

d u r a t i o n  o f  b e n e f i t s  i n  t e r m s  o f  q u a r t e r l y  o r  b a s e - p e r i o d  w a g e s  ( s e c .  3 3 5 . 0 4 ) .

I n  M i c h i g a n ,  N e w  J e r s e y ,  N e w  Y o r k ,  O h i o ,  a n d  W i s c o n s i n ,  t h e  a m o u n t  o f  t h e  

c h a r g e s  a g a i n s t  a n y  o n e  e m p l o y e r  i s  l i m i t e d  b y  t h e  e x t e n t  o f  t h e  c l a i m a n t ' s  

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

e m p l o y e r .  I n  N e w  Y o r k ,  w h e n  a  c l a i m a n t ' s  w e e k s  o f  b e n e f i t s  e x c e e d  w e e k s  o f

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

c h a r g e d  t o  e a c h  e m p l o y e r ' s  a c c o u n t  f o r  e a c h  w e e k  o f  e m p l o y m e n t  w i t h  t h a t  e m p l o y e r ,  

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

c h a r g e d .  I n  C o l o r a d o  c h a r g e s  a r e  o m i t t e d  i f  a n  e m p l o y e r  p a i d  $ 50 0  o r  l e s s ,  $100 o r  

l e s s  i n  S o u t h  D a k o t a ;  i n  M i s s o u r i  m o s t  e m p l o y e r s  w h o  e m p l o y  c l a i m a n t s  l e s s  t h a n  28 

d a y s  a n d  p a y  t h e m  l e s s  t h a n  $ 4 00  a r e  s k i p p e d  i n  t h e  c h a r g i n g .

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

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

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

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

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

e m p l o y e r s  p r o p o r t i o n a t e l y .

All the States that provide for charging in inverse order of employment have 
determined, by regulation, the order of charging in case of simultaneous employment 
by two or more employers.

2 3 0 . 0 3  C H A R G E S  I N  P R O P O R T I O N  T O  B A S E - P E R I O D  W A G E S . — On t h e  t h e o r y  t h a t  

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

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

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

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

p r i n c i p a l  e m p l o y e r .

I n  t w o  S t a t e s  e m p l o y e r s  r e s p o n s i b l e  f o r  a  s m a l l  a m o u n t  o f  b a s e - p e r i o d  w a g e s  a r e  

r e l i e v e d  o f  c h a r g e s .  A  F l o r i d a  e m p l o y e r  w h o  p a i d  a  c l a i m a n t  l e s s  t h a n  $ 1 00  i n  t h e  

b a s e  p e r i o d  i s  n o t  c h a r g e d  a n d  i n  C o n n e c t i c u t  i f  t h e  e m p l o y e r  p a i d  $30 0 o r  l e s s .
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I n  m a n y  S t a t e s  t h e r e  h a s  b e e n  a  t e n d e n c y  t o  r e c o g n i z e  t h a t  t h e  c o a t s  o f  b e n e f i t s  

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

i n  * n o n c h a r g i n g ’  p r o v i s i o n s  o f  v a r i o u s  t y p e s  i n  p r a c t i c a l l y  a l l  s t a t e  l a w s  w h i c h

b a s e  r a t e s  o n  b e n e f i t s  o r  b e n e f i t  d e r i v a t i v e s  ( T a b l e  2 0 5 ) .  I n  t h e  S t a t e s  w h i c h  

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

t h e  S t a t e s  w h i c h  c h a r g e  b e n e f i t  w a g e s ,  c e r t a i n  w a g e s  a r e  n o t  c o u n t e d  no  b e n e f i t  

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

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

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

a l r e a d y  b e e n  m e n t i o n e d  ( s e c .  230,  a n d  T a b l e  2 0 5 ,  f o o t n o t e  6 ) .  T h e  p o s t p o n e m e n t  o f  

c h a r g e s  u n t i l  a  c e r t a i n  a m o u n t  o f  b e n e f i t s  h a s  b e e n  p a i d  ( s e c .  2 2 0 . 0 3 )  r e s u l t s  i n  

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

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

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

r e v e r s e d .  I n  m a n y  S t a t e s ,  c h a r g e s  a r e  o m i t t e d  f o r  r e i m b u r s e m e n t s  i n  t h e  c a s e  o f  

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

i n d i v i d u a l ' s  w a g e  c r e d i t s  i n  2 o r  m o r e  s t a t e s ;  i . e . ,  s i t u a t i o n s  w h e n  t h e  c l a i m a n t  

w o u l d  b e  i n e l i g i b l e  i n  t h e  s t a t e  w i t h o u t  t h e  o u t - o f - s t a t e  w a g e  c r e d i t s .  I n  

C o n n e c t i c u t ,  D i s t r i c t  o f  C o l u m b i a ,  M a i n e ,  M a s s a c h u s e t t s ,  a n d  R h o d e  I s l a n d  

d e p e n d e n t s '  a l l o w a n c e s  a r e  n o t  c h a r g e d  t o  e m p l o y e r s '  a c c o u n t s .

The laws in Alabama, Arizona, California, Connecticut, Delaware, District of 
Columbia, Florida, Georgia, Hawaii, Idaho, Illinois, Indiana, Kansas, Kentucky, 
Louisiana, Maryland, Minnesota, Mississippi, Missouri, New York, North Carolina, 
Oklahoma, Oregon, Pennsylvania, Rhode island, Utah, West Virginia, and Wyoming 
provide that an employer who employed a claimant part time in the base period and 
continues to give substantial equal part-time employment is not charged for 
benefits.

Five states (Arkansas, Colorado, Maine, North Carolina, and Ohio) have special 
provisions or regulations for identifying the employer to be charged in the case of 
benefits paid to seasonal workers; in general, seasonal employers are charged only 
with benefits paid for unemployment occurring during the season, and nonseasonal 
employers, with benefits paid for unemployment at other times.

The District of Columbia, Georgia, Hawaii, Kansas, Louisiana, Maine, 
Massachusetts, New Hampshire, North Carolina, Oregon, South Carolina, South Dakota, 
Utah, and Vermont provide that benefits paid to an individual taking approved 
training shall not be charged to the employer's account. In Minnesota and Virginia 
benefits may be noncharged if an offer to rehire has been refused because the 
individual is in approved training.

N e w  Y o r k  h a s  e s t a b l i s h e d  a  3 - y e a r  d e m o n s t r a t i o n  p r o j e c t  w h i c h  a l l o w s  c l a i m a n t s  

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

b e  c h a r g e d  t o  t h e  g e n e r a l  a c c o u n t .  T h e  d e m o n s t r a t i o n  p r o g r a m  w i l l  e x p i r e  i n  1 9 9 0 .
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A n o t h e r  t y p e  ot o m i s s i o n  ot c h a r g e e  1 «  f o r  b e n e f i t s  p a i d  f o l l o w i n g  a  p e r i o d  o f  

d i s q u a l i f i c a t i o n  f o r  v o l u n t a r y  q u i t ,  a l e c o n d u c t ,  o r  r e f u s a l  o f  s u i t a b l e  w o r k  o r  f o r  

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

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

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

d i s q u a l i f i c a t i o n  p e r i o d  a n d  t h e n  w a s  l a i d  o f f  f o r  l a c k  o f  w o r k .  T h e  I n t e n t  i s  t o  

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

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

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

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

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

( s e c .  4 2 5 ) ,  p a r t i c u l a r l y  a s  r e g a r d a  t h e  c a n c e l l a t i o n  a n d  r e d u c t i o n  o f  b e n e f i t  

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

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

w h e r e  n o  d l s q u a l l f l c a t l o n  i s  i m p o s e d .  H o s t  S t a t e s  p r o v i d e  f o r  n o n c h a r g i n g  w h e r e  

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

o f  s u i t a b l e  w o r k  ( T a b l e  2 0 5 ) .  A  f e w  o f  t h e s e  s t a t e s  l i m i t  n o n c h a r g i n g  t o  c a s e s  

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

I n  F l o r i d a  a n d  S o u t h  D a k o t a ,  b e n e f i t s  a r e  n o t  c h a r g e d  i f  a n  i n d i v i d u a l  i s  

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

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

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

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

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

M i n n e s o t a ,  N o r t h  C a r o l i n a ,  N o r t h  D a k o t a ,  O k l a h o m a ,  P e n n s y l v a n i a  ( l i m i t e d  t o  t h e  

f i r s t  8 w e e k s  o f  b e n e f i t s ) ,  T e n n e s s e e ,  W a s h i n g t o n  ( i f  e m p l o y e r  r e q u e s t s  t h e  

e x e m p t i o n  a n d  i f  t h e  C o m m i s s i o n  a p p r o v e s  i t ) ,  a n d  W y o m i n g  e x e m p t  f r o m  c h a r g i n g  

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

o t h e r w i s e  h a v e  b e e n  e l i g i b l e  f o r  d i s a s t e r  b e n e f i t s .  ( T a b l e  2 0 5 ,  f o o t n o t e  1 2 . )  

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

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

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

e l i g i b i l i t y  f o r  d i s a s t e r  b e n e f i t s .

2 4 0  R e q u i r e m e n t s  f o r  S e d u c e d  R a t e s

I n  a c c o r d a n c e  w i t h  t h e  F e d e r a l  r e q u i r e m e n t s  f o r  e x p e r i e n c e  r a t i n g ,  n o  r e d u c e d  

r a t e s  w e r e  p o s s i b l e  i n  a n y  s t a t e  d u r i n g  t h e  f i r s t  3 y e a r s  o f  i t s  u n e m p l o y m e n t  

i n s u r a n c e  l a w .  E x c e p t  f o r  W i s c o n s i n ,  w h o s e  l a w  p r e c e d e d  t h e  s o c i a l  S e c u r i t y  A c t ,  no  

r e d u c e d  r a t e s  w e r e  e f f e c t i v e  u n t i l  1 9 4 0 ,  a n d  t h e n  o n l y  i n  t h r e e  s t a t e s .

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

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

2 4 0 . 0 1  P R E R E Q U I S I T E S  POR A N Y  R E D U C E D  R A T E S . — L e s s  t h a n  h a l f  t h e  S t a t e  l a w s  n o w  

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

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

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

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

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

s o l v e n c y  f a c t o r  o r  f u n d  a d e q u a c y  p e r c e n t a g e  ( T a b l e  2 0 6 ) .  R e g a r d l e s s  o f  f o r m ,  t h e  

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

b e n e f i t s  t h a t  m a y  b e  p a y a b l e .
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TAXATION
A m o r e  g e n e r a l  p r o v i s i o n  i s  i n c l u d e d  i n  t h e  N ew  H a m p s h i r e  l a w .  I n  N e w  H a m p s h i r e  

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

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

I n  m o r e  t h a n  h a l f  t h e  S t a t e s  t h e r e  i s  no  p r o v i s i o n  f o r  a  s u s p e n s i o n  o f  r e d u c e d  

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

( o r  a  p o r t i o n  o f  a l l  e m p l o y e r s '  c o n t r i b u t i o n s  i s  d i v e r t e d  t o  a  s p e c i f i e d  a c c o u n t )  

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

i n  T a b l e  2 0 6.

2 4 0 . 0 2  R E Q U I R E M E N T S  F O R  R E D U C E D  R A T E S  FOR I N D I V I D U A L  E M P L O Y E R S . - - E a c h  S t a t e  l a w  

I n c o r p o r a t e s  a t  l e a s t  t h e  F e d e r a l  r e q u i r e m e n t s  ( s e c .  2 1 5 . 0 1 )  f o r  r e d u c e d  r a t e s  o f  

i n d i v i d u a l  e m p l o y e r s .  A  f e w  r e q u i r e  m o r e  t h a n  3 y e a r s  o f  p o t e n t i a l  b e n e f i t s  f o r  

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

c o n t r i b u t i o n s  ( T a b l e  2 0 3 ) .  M a n y  s t a t e s  r p q u i r e  t h a t  a l l  n e c e s s a r y  c o n t r i b u t i o n  

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

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

b e n e f i t  c h a r g e s .

245 R a t e s  a n d  R a t e  S c h e d u l e s

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

l a w ;  i n  N e b r a s k a  i n  a c c o r d a n c e  w i t h  a r a t e  s c h e d u l e  i n  a  r e g u l a t i o n  r e q u i r e d  u n d e r  

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

b e n e f i t  r a t i o s ,  o r  f o r  s p e c i f i e d  b e n e f i t - w a g e  r a t i o s .  I n  A r i z o n a  t h e  r a t e s  a s s i g n e d  

f o r  s p e c i f i e d  r e s e r v e  r a t i o s  a r e  a d j u s t e d  t o  y i e l d  s p e c i f i e d  a v e r a g e  r a t e s .  I n  

A l a s k a  r a t e s  a r e  a s s i g n e d  a c c o r d i n g  t o  s p e c i f i e d  p a y r o l l  d e c l i n e s ;  a n d  i n  

C o n n e c t i c u t ,  I d a h o ,  K a n s a s  a n d  M o n t a n a  a c c o r d i n g  t o  e m p l o y e r s '  e x p e r i e n c e  a r r a y e d  i n  

c o m p a r i s o n  w i t h  o t h e r  e m p l o y e r s '  e x p e r i e n c e .

2 4 5 . 0 1  F U N D R E Q U I R E M E N T S  F OR  R A T E S  A N D  R A T E  S C H E D U L E S . — I n  m o s t  S t a t e s ,  t h e  

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

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

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

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

f o r  g i v e n  r a t e s  a r e  l o w e r e d .  I n  s o m e  s t a t e s ,  e m p l o y e r s '  r a t e s  m a y  b e  l o w e r e d  a s  a  

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

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

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

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

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

r a i s i n g  o r  l o w e r i n g  a l l  e m p l o y e r s '  r a t e s .  A l t h o u g h  t h e s e  l a w s  m a y  c o n t a i n  o n l y  o n e  

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

c h a n g e  t h e  b e n e f i t - w a g e - r a t i o  p r e r e q u i s i t e  f o r  a  g i v e n  r a t e .

2 4 5 . 0 2  R A T E  R E D U C T I O N  T H R O U G H  V O L U N T A R Y  C O N T R I B U T I O N S . — I n  a b o u t  h a l f  t h e  

S t a t e s  e m p l o y e r s  m a y  o b t a i n  l o w e r  r a t e s  b y  v o l u n t a r y  c o n t r i b u t i o n s  ( T a b l e  2 0 0 ) .  T h e  

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

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

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

M i n n e s o t a ,  w i t h  a  b e n e f i t - r a t i o  s y s t e m ,  t h e  p u r p o s e  i s  t o  p e r m i t  a n  e m p l o y e r  t o  p a y  

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

b e n e f i t  r a t i o .
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1
MEMORANDUM

TO: S e n a t o r  D i c k  E l i a s o n
C h a i r ,  S e n a t e  L a b o r  & C om m er c e

FROM: R e p .  Max G r u e n b e r g

RE: CSHB 157 (F in)

CSHB 157 p a s s e d  t h e  H o u s e  o n  a  v o t e  o f  31 - 7 o n  A p r i l  18 a n d  
i s  c u r r e n t l y  i n  t h e  S e n a t e  C&RA C o m m i t t e e .  I t  i s  s c h e d u l e d  
f o r  a  h e a r i n g  t h e r e  o n  T u e s d a y ,  A p r i l  25. T h e  b i l l  p r o v i d e s  
f o r  a n  a p p r o p r i a t i o n  o f  $100,000 t o  t h e  A r c t i c  W i n t e r  Games  
C o r p o r a t i o n  o f  A l a s k a  f o r  a n n u a l  d u e s  a n d  a  p o r t i o n  o f  t h e
e x p e n s e s  o f  Team A l a s k a ' s  p a r t i c i p a t i o n  i n  t h e  1990 A r c t i c
W i n t e r  G am e s .  T h e  Games  a r e  h e l d  e v e r y  o t h e r  y e a r ,  
a l t e r n a t i n g  b e t w e e n  A l a s k a ,  t h e  Y uk o n  a n d  t h e  N o r t h w e s t  
T e r r i t o r i e s .  T h e  1990 Games  w i l l  b e  h e l d  i n  Y e l l o w k n i f e ,  
N o r t h w e s t  T e r r i t o r i e s .

T h e  S t a t e  o f  A l a s k a ,  t h r o u g h  G o v e r n o r  H i c k e l ,  w a s  a  
c o - p a r t i c i p a n t  w i t h  t h e  Y u k o n  T e r r i t o r y  a n d  N o r t h w e s t  
T e r r i t o r i e s  i n  c r e a t i n g  t h e  A r c t i c  W i n t e r  G am e s .  T h e  s t a t e  
h a s  s u p p o r t e d  t h e  g a m e s  f i n a n c i a l l y  s i n c e  t h e i r  i n c e p t i o n .

T h e  s t a t e ' s  c o n t r i b u t i o n  t h i s  y e a r  i s  o n l y  a  f r a c t i o n  o f  t h e  
t o t a l  c o s t  o f  t h e  G am e s .  T h e  p a r t i c i p a n t s ,  w ho  c om e  f r o m  a l l  
o v e r  t h e  s t a t e ,  p a y  f o r  a l l  t h e  c o t s  o f  t r a v e l  t o  a n d  f r o m  
t r y o u t s .  T h e s e  e x p e n s e s  a r e  n o t  e / e n  r e f l e c t e d  i n  t h e  
c o r p o r a t i o n ' s  $300,000 b u d g e t  f o r  t h e  i n t e r n a t i o n a l  
c o m p e t i t i o n .  T h e  a t h l e t e s  a l s o  p a y  f o r  t h e i r  c o m p e t i t i o n  
u n i f o r m s  a n d  a  $250 p e r  p e r s o n  r e g i s t r a t i o n  f e e .

T h e  A r c t i c  W i n t e r  Games C o r p o r a t i o n  h a s  i n i t i a t e d  a  
s p o n s o r s h i p  a n d  f u n d  r a i s i n g  p l a n  w i t h  t h e  i n t e n t  o f  b e c o m i n g  
f i n a n c i a l l y  i n d e p e n d e n t  o f  s t a t e  s u p p o r t  w i t h i n  s i x  y e a r s .  
U n t i l  t h a t  t i m e ,  i f  t h e  g a m e s  a r e  t o  c o n t i n u e ,  s u p p o r t  f r o m  
t h e  s t a t e  i s  e s s e n t i a l .

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

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



T H I S  D O C U M E N T  
H A S  B E E N  R E P H O T O G R A P H E D  

T O  A S S U R E  L E G I B I L I T Y



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

C O - C H A I R .  H O U S E  J U D I C I A R Y

VICE-CHAIR, H O U S E  I.AIIOR A N D  C O M M E R C E

H O U S E  H E A L T H ,  E D U C A T I O N  
A N D  S O C I A L  S E R V I C E S

Committees P.O. B O X  V  
J U N E A U .  A L A S K A  99811 

(907) 465-4712 
465-4968/4986 
(SESSION)

914 C L A Y  C O U R T  
A N C H O R A G E .  A L A S K A  99503 

(907) 276-6844

Representative Max F. Gruenberg, Jr.
District 11 

Spenard, Upper Midtown Anchorage
A p r i l  20, 1989

MEMORANDUM

TO: S e n a t o r  D i c k  E l i a s o n
C h a i r ,  S e n a t e  L a b o r  & C ommerc e

FROM: R e p .  Max G r u e n b e r g

RE: CSHB 157 (Fin)

CSHB 157 p a s s e d  t h e  H o u s e  o n  a  v o t e  o f  31 - 7 o n  A p r i l  18 a n d  
i s  c u r r e n t l y  i n  t h e  S e n a t e  C&RA C o m m i t t e e .  I t  i s  s c h e d u l e d  
f o r  a  h e a r i n g  t h e r e  o n  T u e s d a y ,  A p r i l  25. T h e  b i l l  p r o v i d e s  
f o r  a n  a p p r o p r i a t i o n  o f  $100,000 t o  t h e  A r c t i c  W i n t e r  Games  
C o r p o r a t i o n  o f  A l a s k a  f o r  a n n u a l  d u e s  a n d  a  p o r t i o n  o f  t h e
e x p e n s e s  o f  Team  A l a s k a ' s  p a r t i c i p a t i o n  i n  t h e  1990 A r c t i c
W i n t e r  G am e s .  T h e  Games  a r e  h e l d  e v e r y  o t h e r  y e a r ,  
a l t e r n a t i n g  b e t w e e n  A l a s k a ,  t h e  Y uk on  a n d  t h e  N o r t h w e s t  
T e r r i t o r i e s .  T h e  1990 Games  w i l l  b e  h e l d  i n  Y e l l o w k n i f e ,  
N o r t h w e s t  T e r r i t o r i e s .

T h e  S t a t e  o f  A l a s k a ,  t h r o u g h  G o v e r n o r  H i c k e l ,  w a s  a  
c o - p a r t i c i p a n t  w i t h  t h e  Y ukon  T e r r i t o r y  a n d  N o r t h w e s t  
T e r r i t o r i e s  i n  c r e a t i n g  t h e  A r c t i c  W i n t e r  G am e s .  T h e  s t a t e  
h a s  s u p p o r t e d  t h e  g a m e s  f i n a n c i a l l y  s i n c e  t h e i r  i n c e p t i o n .

T h e  s t a t e ' s  c o n t r i b u t i o n  t h i s  y e a r  i s  o n l y  a  f r a c t i o n  o f  t h e  
t o t a l  c o s t  o f  t h e  G am e s .  T h e  p a r t i c i p a n t s ,  w ho  c om e  f r o m  a l l  
o v e r  t h e  s t a t e ,  p a y  f o r  a l l  t h e  c o t s  o f  t r a v e l  t o  a n d  f r o m  
t r y o u t s .  T h e s e  e x p e n s e s  a r e  n o t  e v e n  r e f l e c t e d  i n  t h e  
c o r p o r a t i o n ' s  $300,000 b u d g e t  f o r  t h e  i n t e r n a t i o n a l  
c o m p e t i t i o n .  T h e  a t h l e t e s  a l s o  p a y  f o r  t h e i r  c o m p e t i t i o n  
u n i f o r m s  a n d  a  $250 p e r  p e r s o n  r e g i s t r a t i o n  f e e .

T h e  A r c t i c  W i n t e r  Games  C o r p o r a t i o n  h a s  i n i t i a t e d  a  
s p o n s o r s h i p  a n d  f u n d  r a i s i n g  p l a n  w i t h  t h e  i n t e n t  o f  b e c o m i n g  
f i n a n c i a l l y  i n d e p e n d e n t  o f  s t a t e  s u p p o r t  w i t h i n  s i x  y e a r s .  
U n t i l  t h a t  t i m e ,  i f  t h e  g a m e s  a r e  t o  c o n t i n u e ,  s u p p o r t  f r o m  
t h e  s t a t e  i s  e s s e n t i a l .

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

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



TEAM ALASKA BUDGET 
1990 ARCTIC WINTER GAMES 
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TOTAL NUMBER OF ATHLETE'S TEAM OPERATIONS INTERNATIONAL
SPORTS ATHLETES EQUIP. COST BUDGET DUES

17 320 $92,313 $294,282 $25,000

TRANSPORTATION:
Charter to Yellowknife 
Instate
Overnite and Meals

$219,000 
$ 11,532 
$ 1.650

$232,182

TEAM UNIFORM AND 
ADMINISTRATIVE COSTS 
Athlete Team clothing 
Pins Flags 
Insurance For Team 
Admi ni strati on

$4(3, 100 
$ 5,500 
$ 2,500 
$ 6.000

$ 62.100

TOTAL TRANSPORTATION. 
UNIFORM 8< ADMINISTRATION $294,282

REQUESTED STATE SHARE OF BUDGET 
Two-thirds o-f $294,282 $196,188

ANNUAL INTERNATIONAL DUES $25,000

TOTAL OF STATE FUNDS REQUESTED $221,188

ATHLETES SHARE OF BUDGET
One-third of $294,282
Personal uniform 8< equipment cost

$98,094
$92,313

TOTAL PAID BY ATHLETES $190,407



TEAM ALASKA BUDGET 
1990 ARCTIC WINTER GAMES
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Explanatian of request..

t r a n s p o r t a t i o n :*

Charter to Yellowknife - cost of the aircraft to fly the team from 
Anchorage and Fairbanks to Yellowknife, NWT. and return.

Instate - air fare for athletes that must be brought to Anchorage or 
Fairbanks from other areas in the state to meet the charter aircraft.

Overnight and Meals - some team members connecting flights require 
them to overnight so they can catch the charter flights.

TEAM UNIFORM AND 
ADMINISTRATIVE COSTS:

Atftlete team clothing - the team uniform that will be worn by the 
team members, mission staff, VIP’s and cultural participants. The team is 
required to wear this uniform for opening and closing ceremonies, this is 
also their main outer wear during the games.

Pins ?< Flags - Team, Coaches and Mission Staff pins, Alaska flags in 
two sizes < small for the team and large for each venue location) and team 
hats.

Insurance for Team - Medical insurance will be purchased for the team 
for the period of the games.

Administration — Freight and postage, telephone, office supplies, 60 
day rental for warehousing clothing, facility rental for sports tryouts, 
sanction fees, etc.

ANNUAL DUES

Dues in the amount of $23,000 are paid by each governmental entity 
belonging to the Arctic Winter Games Corporation (International).

* Should the Soviets accept the invitation for some of their people from 
Siberia to participate in the 1990 games, we may be asked to contribute to 
the costs of transporting them to and from Yellowknife from Anchorage.



BACKGROUND INFORMATION COR 1790 TEAM ALASKA BUDGET

TRANSPORTATION I
I requested and received "bin] I par I* " prices -from the 

■f o 11 owi ncj:

1. Markair, using 737’s with 109 seats each 
•626,300 per trip f ran f-airbanks 
'677,662 per trip -frorii Anchorage 
(each wrarakend would spi? 4 round tr ips)
I round trip from Fairbanks '626,300
3 round trips -from Anchorage $B2,9B6

total per weekend $109,406
2 weekends equalS $218,972

This gives us 436 seats total with a per seat cost
of $502.00

2 .  A1 a ska Ai"*l in e« us:i n g :
1 737 with 111. seats
2 727’s with 136 seats each 

Total seats 383
Price quoted $226,000 with- a per seat, cost o-f

$390.00

3. Canadian Air Jnt’l. using 737’s
3 aircraft with 111 seats each total 333 seats, 
'which is riot a sufficient niimbe- of seats), using 
Whitehorse equipment $1.80,138 (Canadian) 
or usi ng Vancouver eqiii p . $ .1 90,01.6 (Canad i an) 

which gives a price per seat of $540.00.

If the price per seat, stays the same with the addition 
ot 1 more 737 -flight and if the Canadian / US dollar 
exchange rate stayed the same they would be low but because 
you can’t count an what the dollar will be worth 10 to 12 
months down the road and also trying to use a local carrier, 
I have based my request on the Markair prices. I. al so fee?! 
that because Markair does the majority of its business in 
the? state thra.tr equipment j « located here and not where i t 
would have to be ferried to Fairbanks and Anchorage, thus 
the lower price from them.

INSTATE TRANSPORTATION

I used the figures from the (30 Games (Plane tickets 
prices from 20 different locations ,ri Alaska)

OVERNIGHT AND MEALS

I figured 33 athletes and allowed $ 50.00 each, (the 
Barrett Inn in Anchorage always gives me? a good deal for 
lodging and food)



TEAM UNIFORM

For the I3FJ Games we '-pent $120.00 per participant.

POINT OF INTEREST:
Northwest Terri tor 1 es spent $ 165.00 per participant 
Yukon Terrj torv spent $175.00 per participant 
Northern Alberta spent $ 230.00 per part..icipant

I don’t think I did too bad. i’ve set a price of 

$ 130. 00 p er parti c i pant.

Team members, staff, VIP .nnd Cultural all pet clothing. 
The extra clothing after everyone l «» outfitted is sold 
during the games ta help off set unexpected expenses that, 
come up.

Pins and Flags:

We order 2000 team pins <4 pins for each athlete), 200 
Mission Staff and 200 Coaches pins. We use a US source and 
for a 1 " square pin the price runs appro*. $ 75 each. I’ve 
had quotes from Alaskan sources but they run $1.75 to $ 2.00 
per pin.

Alaska State flags, we get the small hand flags for 
opening ceremony (330) at approx .75 to $1.00 each and then 
also furnish the large State flags for . ach sport venue (17 
locations at approx $35.00 each)

Hats for the team, I order 350 and they run approx. 
$4.50 for the corduroy with the logo embroidered on them.

INSURANCE

I think everyone knows how high insurance is. I’ve 
always been able to use an Alaskan broker.

ADM IN IS TRAT IO N

This cavers a lot of items, long distance phone calls, 
freight for shipping team clothing to the teams after 
sel f?c t ion, post.ag e f or t he mass ma i lings i.a Lhe team ancl 
others, Rental of wareho-.isi ng f o r  a couple of months to hold 
the team clothing from the time of arrival until it can be 
distributed. Facility rental for tryouts such as gyms, ice 
time at arenas, ec:t. Misc. office and computer supplies for 
the Mission office as well as wr-ru before hand. The Chef de 
Mission ’ a t r a v e ] t. o t h e m a r i d a t o r v chefs > n e e tings with t. h e 
Host Society, (approx. $2,000.00).

If you are wandering what the Mission Staff is: that .is the 
administrative staff that takes care of the? team before and 
during the games. I have a Learn Doctor and B others. They



mr i '.he office It urn 6A ' 1 uiu..: J TAN (.20 hours) arid puli 6 to 
"7 hour shifts and when not on duty in the erffiera they lend 
support in tho field to the ?ports that have boon assigned 
to them. My staff including myself is all voluntary.

The athletes put in a fair amount towards their 
participation. Total personal equipment $97,313.

The average total per athlete for personal equipment is $288 
each, this is for the skates, skis, dogs, rifles, snciwshoes 
and the like. I gathered this info from the various teams 
arid between the 88 £< 90 games we figured 05*/. for inflation.

The athlete also pays a registration fee. The 84 
Yellowknife games saw a $200.00 fee S< for the 90 games I've 
set. the fee at $250.00. 320 athletes >: $250.00 equals
$80,000. the athletes ha*/*? to come up with $90,094 to cover 
their pc-rtion of the budget. I have approx. 65 ext1" a seats 
on the charters and will sell spectator seats to help 
towards the athletes portion. I’m trying to keep the 
athletes registration fee? down so it is affordable to all.



FUNDING FOR TEAM ALASKA
1980 -  1990

GAME ATHLETE TEAM
• » 

STATE ■
YEAR LOCATION FEES SIZE GRANT

caBMn»tBCSSSSsa3.awL«ii«3S ===sa=ar.ar«n««nKaBSSsss3CM

1990 YELLOWKNIFE $98 ,094 329 *1 9 6 .1 8 8

1900 FAIRBANKS $30,200 302 $ 60 ,0 0 0

1906 WHITEHORSE $29 ,700 297 $120 ,000

1984 YELLOWKNIFE *7 0 ,0 0 0 234 *1 3 0 ,0 0 0

1982 FAIRBANKS $29 ,700 297 ♦ 41 ,000

19 B0 WHITEHORSE $23,400 26.2 ♦ 65 ,0 00

The increaoo in the team budget -for 1990 compared to 1904 i n  mainly due 
to the size of the team. In order to transport. 329 people it will be 
necessary to charter four Seeing 737’s instead of three as we did in 
1904. Mark Air has quoted a pries from Anchorage to Yellowknife of 
$27,662 per plane per trip. Two trips (one going to & one the next week 
coming home) for the extra plane will cost *35,324.

I n  c o m p a r i s o n ;

1990 Yel1owkn!fe charter cost
1984 Yellowknife charter cost

i n o - a a s B

The ♦58.700 comes close to the price of $53,324 for the additional 
a i r c r a f t .

The larger team will also mean more in state travel and over night
expenses, along with additional uniform and try out co«t». The addition
of dcg mushing to the garnet* will also mean increased transportation and 
coordination costs.

We a ra t r y i n g  t o  keep th e  a t h l e t e ' s  r e g i s t r a t i o n  fe e  down t o  $250 ,0 0 
each. P a r t o f tho d i f  fe re n c e betwann The t o t a l  o f th e r e g i s t r « t j . o n  fe e s  
and the a t h l e t e ’ s sha re w i l l  come from  s e l l i n g  a p p r o x im a te ly  s i / t t y  spa re 
sea tt t on th e c h a r t e r s . If i t  i s  ne ce s sa ry t o  t r a n s p o r t some S ib e r i a n  
a th le t e a  and c u l t u r a l  p a r t i c i p a n t s  i t  w i l l  re d u c e th e  number o f s e a ts  
a v a i l a b l e  f o r  s a le .

$219, C.00 
♦160,272 
$ 58,700



C o m p a r a b J e s  bB tvrnen  N .W .T . -  Y uk on-  A l a s k a -  !M. A l b e r t a  1900-1 
(A l l  f i g u r e s  i n  C a n a d i a n  d o l l a r s  e x c e p t  19S8 A l a s k a  **)
( b a s e d  o n  a s s u m e d  e x c h a n g e  i n d e x  f o r  e a c h  p e r i o d )

N. W. T , -Yuk cn-A l  a c k a  h a v e  f u l l  t e a m  s i z e  s t a t u s

Whi tihorss 1980
Athletes 

I 262

Fedsril Grants I 
Iirr or Bt 6rants i 
Tirr/St Sport Assocl 
Lotteries !
Athlete Reg fees I 

I
Fairbanks 1902 1 297

Federal Grants 
Terr or St Grants 
Terr/St Sport Assoc 
Lotteries 
Athlete Rig Fees

YtlloHknUe 1984

Federal Grants 
Terr or St Grants 
Terr/St Sport Assoc 
Lotteries 
Athlete Reg Fees

Whitehorse 1986

Federal Brants 
Terr or St Grants 
Tirr/St Sport Assoc 
Lotteries 
Athlete Reg Fees

Fairbanks 1988

Federal Grants 
Terr or St Brants 
Terr/St Sport Assoc 
Lotteries 
Athlete Reg Fees

284

297

302

U .T Yukon Alaska

*15,000 
I250.000 
*114,216 « 

*1,762 
*105,178 «

1250,000 
*292,231 * 
*20,130 

*107,836 •

*109,375 
*275,000 
*496.094 e

*152,355 f

*16,613
*47,124

*15,173
*16,156

*13,375 
*14,SCO 
*22.080 
♦16,000

♦234,000 *53,151 <67,jeo
♦94.529 « *4,189
*2,000 *16,175
♦71,017 t *17,670 *23,400

*100,000
*214,000 *49,104 *43,200

*19,097 *22,713
*89,328 f *24,900 *31.800

*83,300

♦37,000

H. Albert 

K/A

N/A

M/A
*113,168 *171,000

*22,790 *163,400
Athletes 51 

*63,340

*5,575

Athletes 66
  *37,000
960,000 *» *45,200

*30,200 «s

* NWT holds 7 area trials, they winner?! advances to the territorial 
trials. A rwgistrotion fes is reqiureed for area arid territorial 
trials, which is collected by Sport Nor th Forfaration and turned 
back to the AWE team. Athletes registration fsjps includes the 
clothing fee charged to all athletes.

Stats taken frn,p. Urbun Systems report, Calgary and Chefs-de-Mistssii 
final reports



ARCTIC WINTER GMEg-113-B. 

SP0FT8 gPKKARY
DRAFT

EVENT CLASSIF ICATION ATHLETES COACHES TOTAL

1, A r c t i c  S p o r t s a .  E s k im o  G am e s
O p en  Men 8

, O p en  Women 4
J u n i o r  Men 4 1
J u n i o r  Women 4 1

b .  I n d i a n  G am e s
O p en  Men 4 1

♦ 24 3 27

2. B a d m i n t o n O p en  Men 2
O pen  Women > 2
J u n i o r  M e n ’ 2
J u n i o r  Women 2
J u v e n i l e  Men 2 1
J u v e n i l e  Women 2 1

12 2 14

3 .  B a s k e t b a l l J u n i o r  Women 8 1
J u n i o r  K en 8 1

• 16 2 18

4. C r o s s  C o u n t r y O p en  Men 4
S k i i n g O p en  Women 4 1

J u n i o r  Men 4
J u n i o r  Women 4 1
J u v e n i l e  Men 4
J u v e n i l e  Women 4 1
O p en  M a r a t h o n 2

•
26 3 29

5. C u r l i n g J u n i o r  Men 4 1
•

J u n i o r  Women 4 1
O pen  Women 4 *
Open  M i x e d 4

16 2 18

6. D og  M u s h i n g J u n i o r 2 1 .

2 1 - . *' 3

O C T O B E R  1 9 8 8
P a g e  1



------------

« DRAFT
ilVENT C L A S S I F I C A T I O N A T H L E T E S C O A C H E S T O T A L

7. F i g u r e  S k a t i n g O p e n 8 2

8 2 10

8. G y m n a s t i c s J u n i o r  W o m e n 4 1

. 4 1 5

9. H o c k e y S e n i o r  K e n  
K i d g e t  
P e e  W e e  
O p e n  W o m e n

16
16
16
16

1

1

64 70

10. I n d o o r  S o c c e r J u n i o r  K e n  
J u n i o r  W o m e n  
J u v e n i l e  M e n  
J u v e n i l e  W o m e n

B
8
8
8

1
1
1
1

32 4 36

11, S i l h o u e t t e  
. S h o o t i n g

O p e n  R i f l e  
O p e n  H a n d g u n  
J u n i o r  R i f l e

3
3
3

1

9. 1 1 0

12. S k i  B i a t h l o n J u n i o r  K e n  
J u n i o r  W o m e n  
O p e n  M e n  
O p e n  W o m e n

2
2
2
2

1

8 1 9

13. S n o w s h o e i n g O p e n  H e n  
O p e n  W o m e n

2
2 1

• 4 1 5

14. S n o w s h o e  
B i a t h l o n

O p e n  K e n  
O p e n  W o m e n  
O p e n  J u n i o r

3
3
3 1

9 1 10

15. T r i a t h l o n  - I n d i v i d u a l  
. . ( P o v e r s k a t i n g ,  O p e n  K e n  

Skiing, R u n n i n g )  O p e n  W o m e n
3
3 1

•

6 1 7
.W « «
;r-;-’ *"

O C T O B E R  1988
P a g e  2

-“-n •* • .•



/VENT C L A S S I F I C A T I O N  A T H L E T E S  C O A C H E S  T O T A L

16. V o l l e y b a l l  O p e n  M e n  10
O p e n  W o m e n  10
J u n i o r  M e n  5 1
J u n i o r  W o m e n  9 1

38 2 40

17. W r e s t l i n g  J u n i o r  M e n  8 1

8 1 9

T O T A L  2 8 6  34 320

M I S S I O N  S T A F F  8

M E D I C A L  S U P P O R T  1

T O T A L  U N I T  329

V O C T O B E R  1988
P a g e  3



P . Uw I-KUl I I ilT- i’U I JU. 1 1 <

T E A M  L O C A T I O N S  1 9 S 4  T H R U  1 9 3 3

L o c a t i o n  J.984 1 9 2 6  , 1 9 8 8

A n c h o r a g e  1 S 3  1 6 3  1 3 3
B o t h w l  4 I 1

C o l l a g e  4 3 1
E a g l e  R i v e r  13 6 8
E s t e r  1 1 2
F a i r b a n k s  8 0  3 3  31
Ft. R i c h a r d s o n  I

Ft. W a i n w r i g h t  1 2 4
O o k o n a  1
G l o n n a l l e n  1 1 2
H o m e r  4 2 3
J u n e a u  2 7 2
K o t z e b u e  2 1
N o m e  I 4 1.

P a l m e r  10 12 8
P o i n t  H o p e  3

S a l c h a  2 4 4

SolcJotna ■ 3 1 4
U n a l a k e e t  1 1 \
Watsiila 2 6 14
W h i t e  M o u n t a i n  2 1
A u k e  B a y  2 3
B a r r o w  1 j,
B i g  L k e  1
C h u q i a k  2 2Dillingham 2
D o u g l a s  1
BirdwoccJ 1 ?
I l l a m n  i a 2
K e n a i  1 2
K o d i a k  4 3
M c G r a t h  1
N o r t h  F o l o  5 4
K e t c h i k a n  1
S e w a r d  2
El m e n d e r *  1
G o l o v i n  1
K o y u k  ■

L a r s o n  B a y  1
L a w r e n c e . K a n s a s  ( N o m e - c o l 1 e g w  in K a n s a s )  1
Met.lakaita 2
P e t e r s b u r y  j
S e l d o v i a  2
S i t k a  1
S o u t h  Nahinek j
V a l d e z  1

1984-Anch/Fbe 238 othpr areas 59

1906-Anch/Fbs 246 other areas 79

1988-Anch/FbR 214 other areas 89



A R C T I C  W I N T E R  G A M E S  S T R U C T U R E  A N D  

A T H L E T E  E X P E N S E S

The Arctic Winter Games Corporation (International) is 

structured like the Olympics. The AWG Corp. (Int’l) awards 

the games to a governmental entity. The Int'l Corp entered 

into an agreement with the North Star Borough, City ot 

Fairbanks and the City ot North Pole to host the 19B8 games. 

These entities then tormed an organization to conduct the 

Gamers (Host Society), Many Alaskan corporations as well as 

the State ot Alaska contributed to the Host Society,,

Team Alaska is the group at athletes who are selected 

to represent our State at the Games. There is always 

contusion when contributors say they contributed to AWG. 

Generally they have contributed to the Host Society and not 

to the team. The athletes are the ones who contribute a 

major portion of the costs.

The athletes pay a registration fee which is 1/3 of the 

budget. For the 90 games that sum will be $98,094. They 

then have their personal equipment and competition clothing 

that costs an average of $288.00 per athlete for a total of 

$92,313 and finally the athletes bear their own costs for 

tryouts. Since 1980 an average of 1200 Alaskan athletes have 

tried out each time for the games, they have to travel to 

various places for these tryout.s. For example: in Cross 

Country skiing the Tang Cup races and the AWG tryouts are 

combined and racers must travel to Homer, Anchorage and 

Fairbanks. Snowshoeing tryouts are held around Cantwell, 

Hockey tryouts see Coaches traveling again at their own 

expense to Soldotna, Anchorage, Fairbanks and Wasilla. The 

90 games will see the Indian sports (Dene) for the first 

time and from early information it seems that those athletes 

will come from the Alaska/Yukon border area, Ft. Yukon .in 

particular. The average tryout cost per athlete is $200.00 
for a total of $240,000.

Team Alaska is not as fortunate as the athletes in our 

sister states, in the lower 48 they have several modes of 

transportation, we have to travel by plane (Yellowknife. NWT 

is 3 hours by commercial jet). Also the athletes from the 

rural areas are provided their transportatjon and in many 

cases must overnight so they can catch the charters, it 

costs them no more than athletes from Anchorage or 

Fairbanks. As we encourage more rural areas to participate 

in the Games our costs for transportation will rise.

Team registration fee 

Personal equipment and

$98,094

competition uniform 

Tryout expenses
92,313 

240,. 0 00 

$430,407Total athlete costs
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The organization (Arctic Winter Gaines Corporation of 

Alaska) that supports Team Alaska is .in the process o-f 

designing a program -for corporate sponsorship, as part of 

the long range goal o-f private -funding for Team Alaaka, 

Hopefully, this can be accomplished in 4 to 6 years.

I think it shows that the majority of the costs are 

bore by the Alaskan athletes and the request from the State 

of Alaska is actually less than the tranaportation to the 

Games. Lastly, the Games have become a very significant 

International event and the ’ong range goal of the Int’l 

corporation is for the game®, to become circumpolar someday. 

That someday is around the corner as the 90 games will see 

observers and possibly demonstration athletes from Greenland 

and the Magadan Region of Sibvsria joining the athletes from 

Yukon Territory, Northwest Terri tories, Northern Alberta and 
A1aska.



T h i s  a g r e e m e n t  daC^-J A p r i l  5, 1 9 8 9  Is made b e t w e e n  
r e p r e s e n t a t i v e s  of the m i n i s t r y  o f  S p o r t  o f  Che U . S . S . R .  
( " U S S R " ) , che Uni t e d  St a t e s  S k i  A s s o c i a t i o n  ( " U S S A " ) , and 
che A n c h o r a g e  O r g a n i z i n g  C o m m i t t e e  for Che 1998 O l y m p i c s  
( " A O C " ) .

T h e  U S S R  a n d  t h e  U S S A  d e s i r e  t o  e x c h a n g e  i n f o r m a t i o n  

a n d  to p r o m o t e  tho g r o w t h  o f  s u m m e r  t r a i n i n g  c a m p s  f o r  
w i n t e r  s p o r t s  t e a m s ,  i n c l u d i n g  a s u m m e r ,  1 9 8 9  e x c h a n g e  o f  
v i s i t s  o f  U S A  s e n i o r  o f f i c i a l s  to t h n  U S S R  s u m m e r  
t r a i n i n g  c a m p a  in K a m c h a t k a  S i b e r i a  a n d  o f  U S S R  s e n i o r  '• 
o f f i c i a l s  to the E a g l e  G l a c i e r  s u m m e r  t r a i n i n g  c a m p  a n d  

H a t c h e r  P a s s  in A l a s k a .  T h e  A O C  a g r e e s  Co act a 3 l o c a l  
l i a i s o n  o r  f a c i l i t a t o r  f o r  t h e s e  r e c i p r o c a l  v i s i t s .  *

R e g a r d i n g  t h e  s u m m e r ,  1 9 8 9  r e c i p r o c a l  v i s i t s  to 
s u m m e r  t r a i n i n g  c a m p s ,  the U S S R  a n d  U S S A  ( w i t h  t h e  
a s s i s t a n c e  o f  t h e  A O C )  a g r e e  to c o o p e r a t e  in a m a n n e r  
a g r e e a b l e  to b o t h  p a r t i e s  in t h e  f o l l o w i n g  a r e a s :

1. A  s i x  p e r s o n  t e a m  o f  U S S A  o f f i c i a l s  ( a l p i n e  a n d  
c r o s s  c o u n t r y )  w i l l  v i s i t  the K a m c h a t k a ,  M a g a d a n  S i b e r i a n  

f a c i l i t i e s  in the s u m m e r  o f  198 9 .  O f f i c i a l s  o f  the 
U n i t e d  S t a t e s  B i a t h l o n  A s s o c i a t i o n  w i l l  b e  i n v i t e d  to 
p a r t i c i p a t e .

2. A  s i x  p e r s o n  t e a m  o f  U S S R  o f f i c i a l s  w i l l  v i s i t  

a n d  o b s e r v e  E a g l e  G l a c i e r  a n d  H a t c h e r  P a s s  s u m m e r  
t r a i n i n g  f a c i l i t i e s  a n d  c o n d i t i o n s  in t h e  s u m m e r  o f  
1 9 8 9 *  T h e  i n v i t a t i o n  to t h e  U S S R  w i l l  b e  d i r e c t e d  to 
M r .  V i c t o r  M a m o t o v  a n d  f i v e  o f  h i s  s p e c i a l i s t s .

3... Roa_Sheardovm...of t h e  A O C  w i l l  a c t  a s . l i a i s o n  to,., 
f a c i l i t a t e  b o t h  v i s i t s .

 ................. . . . .;.••••. ... -.-ri/.
4. T h e  S o v i e t - A m e r i c a n  p a r t i e s  a g r e e  to e n c o u r a g e  

v i s a  w a i v e r s ,  d i r e c t  A l a s k a - S o v i e t  F a r  E a s t  a i r l i n e  v
f l i g h t s  (to i n c l u d e  C h u k o t k a  M a g a d a n  S o v i e t  Far E a s t ) ,  
a n d  d i r e c t  t e l e c o m m u n i c a t i o n s  in c o n n e c t i o n  w i t h  t h e s e  
v i s i t s .

.Ah •5. P r o g r e s s  m a d e  in t h e  f u l f i l l m e n t  o f  t h i s  

p r o t o c o l  a g r e e m e n t  s h a l l  b e  r e l e a s e d  to A m e r i c a n  a n d  
S o v i e t  p r e s s  a n d  t e l e v i s i o n .  . ‘ v-'-:;:

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

b e t w e e n  t h e  U S S R  a n d  U S A  i n c l u d i n g  f u t u r e  p a r t i c i p a t i o n  
o f  t h e  U S S R  in t h e  a n n u a l  A r c t i c  W i n t e r  G a m e s  b e t w e e n  
G r e e n l a n d ,  C a n a d a ,  a n d  the U n i t e d  S t a t e s  a n d  r e c i p r o c a l  
p a r t i c i p a t i o n  b y  U S A  t e a m s  in w i n t e r  s p o r t s  e v e n t s  in t h e  
U S S R .

• T h e  p o l i c y  o f  B e z v a l u t n a y a  (the v i s t i n g  c o u n t r y  w i l l  
p a y  t r a n s p o r t a t i o n  c o s t s ,  b o r d e r  to b o r d e r ;  t h e r e a f t e r ,  
t h e  h o s t  c o u n t r y  w i l l  p a y  a l l  c o s t s  o f  l o c a l  h o t e l ,  f o o d  
a n d  t r a n s p o r t a t i o n )  s h a l l  a p p l y  to a l l  v i s i t s  u n d e r  t h i s  
a g r e e m e n t .

•The p a r t i e s  a g r e e  to w o r k  t o w a r d  a m o r e  d e t a i l e d  

a g r e e m e n t  to b e  e n t e r e d  i n t o  f o l l o w i n g  c o m p l e t i o n  o f  tl*e 
s u m m e r ,  1 9 8 9  r e c i p r o c a l  v i s i t s  to e n c o u r a g e  s i m i l a r  
e x c h a n g e s  o n  a n  a n n u a l  b a s i s  in the f u t u r e .  T h i s  
a g r e e m e n t  s h a l l  b e  r e v i e w e d  a n n u a l l y .
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