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O ffice of the Governor

Juneau

January 12. 2001

The Honorable Brian Porter
Speaker of the House
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Speaker Porter:

Alaska's economy includes many seasonal industries with employees who rely on their
unemployment benefits to fill the gaps between times of work. The current rate of
unemployment insurance payments falls woefully short in helping families cover living
expenses. Alaska's unemployment insurance provides the lowest percentage of the state’s
average weekly wage ofany state. Our maximum weekly benefit amount o f$248 ranks 50l of

the 50 states.

To correct this inadequacy, | am transmitting this bill to increase unemployment insurance
benefits and then index the benefits to the state's average weekly wage, so that future
adjustments would be automatic and synchronized to the state's economy.

Under this bill, the maximum weekly benefit amount would increase January 1, 2002, to $284.
Those earning $31.250 or more per year would be eligible for this maximum benelit. A year
later, the maximum weekly benefit amount would be indexed to the average weekly wage in the
state for the preceding fiscal year, set at fifty percent of that wage. Based on current projections,
the maximum weekly benefit amount in 2003 would he $320 for those claimants who earned

$35,500 or more.
[ urge your prompt and favorable action on this measure.

Sincerely.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
2001 LEGISLATIVE SESSION Bill Version: HB 58
(H) Publish Date: 1/16/01
Revision Date/Time (Note if correction): Dept. Affected: Labor
Title: "An Act relating to the calculation and "BRU: Employment Security
payment of unemployment compensation.
Sponsor: Rules Committee Component: Unemployment Ins
Requester: ~ Governor Component Number: 2276
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY2002  FY2003 FY2004 FY2005 FY2006 FY2007
Personal Services
Travel
Contractual
Supplies
Equipment

Land &Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

New// Bldg Safety Acct :
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2001) cost: None

POSITIONS

Full-time

Part-time

Temporary

ANALYSIS:  (Attach a separate pacje if necessary)

This legislation increases the maximum unemployment compensation weekly benefit amount (WBA) from S243.00 to S284.00 and
increases the qualifying wages in lhe existing statutory table. There is no liscal impact to the department as a result of this

legislation.

Prepared by:  Rebecca Gamez, Lnsctor Phone 465-2711

Division Employment Security Date/Time 1/10/01 10:38 AM
Approved by:  Ed Flanagan, Commissioner Date 1/10/2001
Agency Department of Labor and Workforce Development

For distribution information, call the Governor's Legislative Office
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CS FOR HOUSE BILL NO. 58(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL

FOR AN ACT ENTITLED
"An Act relating to the calculation and payment of unemployment compensation

benefits; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 23.20.350(d) is amended to read:
(d) An individual who is eligible under (a) of this section is entitled to receive

the weekly benefit amount set out in column (B) of the table in this subsection that is
opposite the amount set out in column (A) of the individual's base period wages

determined under (c) ofthis section:

(A) (B)
Base Period Wages Weekly Benefit
Amount
At least But less than
0 1,000 $0
1,000 1,250 44

-1

- CSHB 58(L&C)
New Text: Underlined [DELETED TEXT BRACKETED]



© 0O N oo Ul B~ PO N

W W R RN NN NN R R RN NN R N b b e e e e e e e
m S © ® w4 o G B~ W N P S © m a0 e o oo eReBs

WORK DRAFT

1,250
1,500
1,750
2,000
2,250
2,500
2,750
3,000
3,250
3,500
3,750
4,000
4,250
4,500
4,750
5,000
5,250
5,500
5,750
6,000
6,250
6,500
6,750
7,000
7,250
7,500
7,750
8,000
8,250
8,500
8,750

CSHB 58(L&C)

WORK DRAFT

1,500
1,750
2,000
2,250
2,500
2,150
3,000
3,250
3,500
3,750
4,000
4,250
4,500
4,750
5,000
5,250
5,500
5,750
6,000
6,250
6,500
6,750
7,000
7,250
7,500
7,750
8,000
8,250
8,500
8,750
9,000

-9-

46
48
50
52
54
56
58
60
62
64
66
68
70
72
74
76
78
80
82
84
86
88
90
92
94
96
98
100
102
104
106
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9,000

9,250

9,500

9,750
10,000
10,250
10,500
10,750
11,000
11,250
11,500
11,750
12,000
12,250
12,500
12,750
13,000
13,250
13,500
13,750
14,000
14,250
14,500
14,750
15,000
15,250
15,500
15,750
16,000
16,250
16,500

WORK DRAFT
9,250 108
9,500 no
9,750 112
10,000 114
10,250 116
10,500 118
10,750 120
11,000 122
11,250 124
11,500 126
11,750 128
12,000 130
12,250 132
12,500 134
12,750 136
13,000 138
13,250 140
13,500 142
13,750 144
14,000 146
14,250 148
14,500 150
14,750 152
15,000 154
15,250 156
15,500 158
15,750 160
16,000 162
16,250 164
16,500 166
16,750 168
-3
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16,750
17,000
17,250
17,500
17,750
18,000
18,250
18,500
18,750
19,000
19,250
19,500
19,750
20,000
20,250
20,500
20,750
21,000
21,250
21,500
21,750
22,000
22,250
22,500
22,750
23,000
23,250
23,500
23,750
24,000
24,250

CSHB 58(L&C)

WORK DRAFT
17,000 170
17,250 172
17,500 174
17,750 176
18,000 178
18,250 180
18,500 182
18,750 184
P.000 186
19,250 188
19,500 190
19,750 192
20,000 194
20,250 196
20,500 198
20,750 200
21,000 202
21,250 204
21,500 206
21,750 208
22,000 210
22,250 212
22,500 214
22,750 216
23,000 218
23,250 220
23,500 222
23,750 224
24,000 226
24,250 228
24,500 230
4
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1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

WORK DRAFT

24,500
24,750
25,000
25,2.0
25,500
25,750
26,000
26,250
26,500
26,750
27,000
27,250
27,500
27,750
28,000
28,250
28,500
28,750
29,000
29,250
29,500
29,750

WORK DRAFT 22-GH1016\C
24,750 232
25,000 234
25,250 236
25,500 238
25,750 240
26,000 242
26,250 244
26,500 246
26,750 248
27.000 250 [248]
27,250 252
27,500 254
27,750 256
28.000 258
28,250 260
28,500 262
28.750 264
29.000 266
29,250 268
29,500 270
29,750 272

272

AS 23.20.350(d) is amended to read:

(d) An individual who is eligible under (a) of this section is entitled to receive

the weekly benefit amount set out in column (B) of the table in this subsection that is
opposite the amount set out in column (A) of the individual's base period wages

determined under (c) of this section:

At least

(A)
Base Period Wages

But less than

-5
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Weekly Benefit
Amount
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0
1,000
1,250
1,500
1,750
2,000
2,250
2,500
2,750
3,000
3,250
3,500
3,750
4,000
4,250
4,500
4,750
5,000
5,250
5,500
5,750
6,000
6,250
6,500
6,750
7,000
7,250
7,500
7,750
8,000
8,250

CSHB 58(L&C)

WORK DRAFT
1,000 $0
1,250 44
1,500 46
1,750 48
2,000 50
2,250 52
2,500 54
2,750 56
3,000 58
3,250 60
3,500 62
3,750 64
4,000 66
4,250 68
4,500 70
4,750 72
5,000 4
5,250 76
5,500 78
5,750 80
6,000 82
6,250 84
6,500 86
6,750 88
7,000 90
7,250 92
7,500 94
7,750 96
8,000 98
8,250 100
8,500 102
6-
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8,500

8,750

9,000

9,250

9,500

9,750
10,000
10,250
10,500
10,750
11,000
11,250
11,500
11,750
12,000
12,250
12,500
12,750
13,000
13,250
13,500
13,750
14,000
14,250
14,500
14,750
15,000
15,250
15,500
15,750
16,000

WORK DRAFT

8,750
9,000
9,250
9,500
9,750
10,000
10,250
10,500
10,750
11,000
11,250
11,500
11,750
12,000
12,250
12,500
12,750
13,000
13,250
13,500
13,750
14,000
14,250
14,500
14,750
15,000
15,250
15,j 00
15,750
16,000
16,250

7

104
106
108
110
112
114
116
118
120
122
124
126
128
130
132
134
136
138
140
142
144
146
148
150
152
154
156
158
160
162
164
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16,250
16,500
16,750
17,000
17,250
17,500
17,750
18,000
18,250
18,500
18,750
19,000
19,250
19,500
19,750
20,000
20,250
20,500
20,750
21,000
21,250
21,500
21,750
22,000
22,250
22,500
22,750
23,000
23,250
23,500
23,750

CSHB 58(L&C)

WORK DRAFT

16,500
16,750
17,000
17,250
17,500
17.750
18,000
18,250
18,500
18,750
19,000
19,250
19,500
19,750
20,000
20,250
20,500
20,750
21,000
21,250
21,500
21,750
22,000
22,250
22,500
22,750
23,000
23,250
23,500
23,750
24,000

166
168
170
172
174
176
178
180
182
184
186
188
190
192
194
196
198
200
202
204
206
208
210
212
214
216
218
220
222
224
226
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24,000
24,250
24,500
24,750
25,000
25,250
25,500
25,750
26,000
26,250
26,500
26,750
27,000
27,250
27,500
27,750
28,000
28,250
28,500
28,750
29,000
29,250
29,500
29,750
30,000
30,250
30,500
30,750
31,000
31,250
31,500

WORK DRAFT

24,250
24,500
24,750
25,000
25,250
25,500
25,750
26,000
26,250
26,500
26,750
27,000
27,250
27,500
27,750
28,000
28,250
28,500
28,750
29,000
29,250
29,500
29,750
30,000
30,250
30,500
30,750
31,000
31.250
31,500
31,750

228
230
232
234
236
238
240
242
244
246
248
250
252
254
256
258
260
262
264
266
268
270
272

22-GH1016\C

274 [272]

276
278
280
282
284
286
288

-9-
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31.750
32,000
32,250
32.500
32.750

WORK DR?FT

32,000
32.250
32,500
32,750

* Sec. 3. AS 23.20.350(d) is amended to read:
(d) An individual who is eligible under (a) of this section is entitled to receive

290
292
294
296
296

22-GH1016\C

the weekly benefit amount set out in column (B) of the table in this subsection that is

opposite the amount set out in column (A) of the individual's base period wages

determined under (c) of this section:

At least

0
1,000
1,250
1,500
1,750
2,000
2,250
2,500
2,750
3,000
3,250
3,500
3,750
4,000
4,250
4,500
4,750

CSHB 58(L&C)

(A)

Base Period Wages

But less than

1,000
1,250
1,500
1,750
2,000
2,250
2,500
2,150
3,000
3,250
3,500
3,750
4,000
4,250
4,500
4,750
5,000

-10-

$0
44
46
48
50
52
54
56
58
60
62
64
66
68
70
72
74

New Text Underlined [DELETED TEXT BRACKETED]

(B)

Weekly Benefit
Amount
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5,000
5,250
5,500
5,750
6,000
6,250
6,500
6,750
7,000
7,250
7,500
7,750
8,000
8,250
8,500
8,750
9,000
9,250
9,500
9,750
10,000
10,250
10,500
10,750
11,000
11,250
11,500
11,750
12,000
12,250
12,500

WORK DRAFT

5,250
5,500
5,750
6,000
6,250
6,500
6,750
7,000
7,250
7,500
7,750
8,000
8,250
8,500
8,750
9,000
9,250
9,500
9,750
10,000
10,250
10,500
10,750
11,000
11,250
11,500
11,750
12,000
12,250
12,500
12,750

-11-

76
78
80
82
84
86
88
90
92
94
96
98
100
102
104
106
108
110
112
114
116
118
120
122
124
126
128
130
132
134
136
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17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

WORK DRAFT

12,750
13,000
13,250
13,500
13,750
14,000
14,250
14,500
14,750
15,000
15,250
15,500
15,750
16,000
16,250
16,500
16,750
17,000
17,250
17,500
17,750
18,000
18,250
18,500
18,750
19,000
19,250
19,500
19,750
20,000
20,250

CSHB 5S(L&C)

WORK DRAFT

13,000
13,250
13,500
13,750
14,000
14,250
14,500
14,750
15,000
15,250
15,500
15,750
16,000
16,250
16,500
16,750
17,000
17,250
17,500
17,750
18,000
18,250
18,500
18,750
19,000
19,250
19,500
19,750
20,000
20,250
20,500

-12-

138
140
142
144
146
148
150
152
154
156
158
160
162
164
166
168
170
172
174
176
178
180
182
184
186
188
190
192
194
196
198
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15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

WORK DRAFT

20,500
20,750
21,000
21,250
21,500
21,750
22,000
22,250
22,500
22,750
23,000
23,250
23,500
23,750
24,000
24,250
24,500
24,750
25,000
25,250
25,500
25,750
26,000
26,250
26,500
26,750
27,000
27,250
27,500
27,750

28,000

WORK DRAFT

20,750
21,000
21,250
21,500
21,750
22,000
22,250
22,500
22,750
23,000
23,250
23,500
23,750
24,000
24,250
24,500
24,750
25,000
25,250
25,500
25,750
26,000
26,250
26,500
26,750
27,000
27,250
27,500
27,750
28,000

28,250

13-

200

202

204

206

208

210

212

214

216

218

220

222

224

226

228

230

232

234

236

238

240

242

244

246

248

250

252

254

256

258

260
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12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

WORK DRAFT

28,250
28,500
28,750
29,000
29,250
29,500
29,750
30,000
30,250
30,500
30,750
31,000
31,250
31,500
31,750
32,000
32,250
32,500
32,750
33,000
33,250
33.500
33,750
34,000
34,250
34,500
34,750
35.000
35.250
35.500

35.750

CSHB 58(L&C)

WORK DRAFT

28,500
28,750
29,000
29,250
29,500
29,750
30,000
30,250
30,500
30,750
31,000
31,250
31,500
31,750
32,000
32,250
32,500
32,750
33.000
33,250
33.500
33,750
34,000
34,250
34,500
34,750
35,000
35,250
35,500

35,750

262

264

266

268

270

272

274

276

278

280

282

284

286

288

290

292

294

296

298

300

302

304

306

308

310

312

314

316

318

320

320

-14-
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* Sec. 4. Section 1of this Act takes effect January 1, 2002.
* Sec. 5. Section 2 of this Act takes effect January 1, 2003.
* Sec. 6. Section 3 of this Act takes effect January 1, 2004.

15- CSHB 58(L&C)
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Date of Committee Action: _ *fc, 1D\

The LABOR AND COMMERCE Committee considered: HB 58
HOUSE BILL NO. 58 UNEMPLOYMENT COMPENSATION BENEFITS

"An Act relating to the calculation and payment of unemployment compensation benefits; and providing for an

effective date."

Recommends it be replaced with fX| Same Title [ JNew Title

For Senate Bills with newtltle f / Techmcal Title [ JNew Title: HCR
[ J attach amendments
[ ] add new referral to Committee
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Explanation of the delayed impact
O f a benefit increase on Tax Rates

An average of the benefit costs incurred by the L)1 program over a three year period are
used in the calculation for each year 3 tax rate. Use of the costs averaged over this sliding
three-year window moderates the impact of economic changes on the tax-paying

employer.

Three-year period used to calculate the new tax rate, wh a will be effective January Ist,
is the three-year period ending the previous June 30th (the most recent three state fiscal
years are used in the calculation). Because of this, there isno impact on the tax
calculation for the year that a benefit increase is first in effect.

The following year, six months of the increased benefit costs resulting from the increased
weekly benefit amount is included in the calculation making a very small impact on the
tax rates. (Our Ul Actuarial staffspeculates that this initial increase may actually not be
observable given the current low unemployment rate and the steady growth inoverall
employment statewide. In other words, ifcost outlays remain low and more people are
employed statewide, the burden of the costs is spread further and may mask the impact of

the benefit change on tax rates.)

In the thiid calendar year that the increase is in effect, the increased costs from all of the
firstyear and one halfof the second year are included in the three year average and have
a larger impact on the tax calculation. (At this point halfof the period used to calculate
the average benefit cost is impacted by the increase.)

The fourth calendar year that the increased benefit amount is in effect, two and one half
years of the three years used in the calculation will reflect the increase. The tax rate
calculated for this year will include approximately 80% of the total anticipated increase

in costs.

The fifthyear will finally use a three year period of benefit outlay during which the
increase was in effect for the entire duration in determining the average benefit costs. The
full impact on tax rates of the benefit increase available to the workers five years earlier

is in place from this year forward.



CALCULATION AND PAYMENT OF UNEMPLOYMENT BENEFITS
SB 30/HB58

Position Paper of
The Associated General Contractors of Alaska

ISSUE: Alaska 3unemployment program was originally enacted in 1937. As conceived,
the program was designed to provide a safety net for workers during temporary
unemployment. This legislation proposes to increase the maximum weekly benefit that
can be paid to fifty percent of the state average weekly wage and then adjust future
benefit levels to coincide with changes in the average wage.

ADVANTAGES: Unemployment benefits represent one aspect of a patriarchal society.
In order to avoid the problems that ravaged families in the depression, states enacted laws
that placed a tax on employers and employees to fund a minimum benefit level during
unemployment. The program has been adopted by all fifty states and has been credited
with stabilizing economic downturns and avoiding the economic devastation that
confronted fanilieswhen a wage earner lost their job.

DISADVANTAGES: Unemployment benefits are accmed through the collection of
taxes assessed on both employees and employers. In Alaska, seasonal industries such as
construction will face a disproportionate increase in the cost of providing this benefit.
While this increase may seem justified by some, such justification has not been presented
in supporting documents. Some of the issues that must be resolved prior to passage
include: Why aren Tthe contributions made by employees scheduled to increase in
proportion to those of the employers? What will be the impact on seasonal industries?
Why increase the benefits to an arbitrary percentage, and how isthat percentage deemed
to be in the best interest of the entire State, not just one segment of the economy? Iffifty
percent isgood, wouldn Tsixty percent be even better, or even one hundred percent; and
what are the countervailing issues that must be considered in establishing any level of
benefits? Why isthe State looking to increase unemployment benefits when the
unemployment rate isat an historical low?

AGC POSITION

AGC supports an unemployment benefit program that provides a safety net for workers
temporarily unemployed. We do not however, support an increase just because our
relative position compared to other states suggests that our benefits lag those states in
some respect. We believe that some increase iswarranted, but do not believe an increase
to fifty percent is justified because no one takes home their gross salary. After allowing
for normal taxes and other deductions, such an individual at the max imum would most
likely take home approximately $480 per week. Consequently an individual has little
incentive to accept other work because the difference between unemployment and normal
wages discourages work at less than normal wages. Discouraging people from working

does not seem to be good public policy.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2001 LEGISLATIVE SESSION Bill Version: hb 58
() Publish Date:
Revision Date/Time (Note if correction): (Cor. 3/16/01) Dept. Affected; Various
Title: "An Act relating to the calculation and payment  BRU: Various
of unemployment compensation benefits..." Component: Various
Sponsor: Rules Committee
Requester: (H)L&C Component Number:
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 95.6 257.4 323.7 325.0 325.0 325.0
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 95.6 257.4 323.7 325.0 325.0 325.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type) various 95.6 257.4 323.7 325.0 325.0 325.0
TOTAL 95.6 257.4 323.7 325.0 325.0 325.0

Estimate of any current year (FY2001) cost: 0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal: X

POSITIONS

Full-time

Part-time

Temporary

ANALYSIS:  (Attach a separate page ifnecessary)

This legislation has a fiscal impact on the employer charge percentage charged all state agencies using the working reserves for
unemployment insurance. The Fund Source is all funding sources that Include Personal Services. The costs are based on a 3-
year average annual usage ($3,932,804 for FY 98 through FY 00),

The Alaska Department of Labor conducted an analysis ol affected claimants to determine the estimates reflected above. Their
analysis is attached. The methodology has been provided to lhe University of Alaska for their use in preparing a fiscal note on this

proposed legislation.

Phone 465-3435

Prepared by:  Kim Garnero
Date/Time 03/20/01

Division Finance
Approved by: Jim Duncan, Commissioner Date 3/22/01
Agency Department of Administration

For distribution Information, call the Governor's Legislative Olfice
Page 1 of 3
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Bill Analysis, Background for Revised Fiscal Note 3/20/01.

Dept, of Administration 3 Fiscal Note

The original fiscal note for HB 58 was prepared by Depl. of Administration with the following estimates:

FY 2002 $295 (Thousands)
FY 2003 $590
FY 2004 $590
FY 2005 $590
FY 2006 $590
FY 2007 $590

The estimate of increased cost of HB 58 was based on the value of a working reserve fund for reimbursable
state Ul costs during the last three fiscal years. The reserves covered State Agencies, Courts, and
Legislative Agencies, but not the University. The first part of the legislation raises the Maximum Weekly
Benefit Amount (MWBA) from $248 to $284, which calculates to an increase of 15 percent. The fiscal
note was prepared with an assumed 15 percent cost increase. In the note cost for the first year, FY2002,
assumed 15% for half the year, since ther w WBA would be in effect for only 6 months of the state fiscal

year. The 15% foreach full year after . then applied for FY 2003 -2007.

Some basic facts about HB 58 are that the Maximum WBA would rise from the current $248 to $284
during the calendar year 2002. In the following calendar year ,2003, the MW BA would be determined by a
formula based on the prevailing state average wagi urrcnl data indicate that the resulting WBA would be

set at approximately $320.

The cost increase for state FY 2002 would include the increase for one-halfof calendar year 2002, in which
a MWBA of $284 would be in place. The cost for slate FY 2003 would include the increase for the second
halfof CY 2002, with a MWBA of $284, PLUS the increase for the first half of CY 2003, in which a
MWBA ofroughly $320 would be in place. The following state fiscal years, starting with FY 2004 would
be impacted by the increases associated with the MWBA of roughly $320.

The actual costs of the proposed legislation will be determined by the payment of benefits under the new
benefit schedule, to qualified unemployed state employees. We know that most of the current state
employee benefit recipients arc not receiving the maximum benefit amount, and will not qualify for the
new proposed maximum WBA’s.

The fiscal note assumption of a 15% increase in cost, based on a 15% increase MWBA, isaconservative
approach, but probably overstates the cost for the first year or two. The preparation of the fiscal note did
not seem to lake into account the second change in MWBA. from $284 to roughly $320, another 13 percent
increase. These two factors together have a somewhat self-canceling effect, and the resulting estimates in

the later fiscal years arc not unreasonable.

Dept, of Labor & WD, R & A Zestimates
A. R&A’s initial estimates include costs beyond those covered by the Fiscal Note

To generate its taxable employer cost estimates for HB 58, research and analysis used a special claimant
file which stratifies claim payment activity by the qualifying wages of claimants, Wc have used CY 1998
as arepresentative year. The costs for 1998 sverc lower than 1999, and a bit higher than 2000, and arc a
reasonable representative of our current economy. In looking at state of Alaska reimbursable costs for the
fiscal note, we followed the same approach, limiting our data to claimants with a state “ownership" code,
Unlike the Department of Administration fiscal note, our original estimate included the University of

Page 20f 3



Alaska, The Alaska Railroad, Etc. Running the state claimant data through our model gave us the following
rough results:

The annual cost increase resulting from anew Max WBA of $284 would be approximately $293,000.

The annual cost increase resulting from anew Max WBA of $320 would be approximately $498,000.

The claimants covered in the state data include every state entity, including the university, railroad,
legislative branch, courts, etc. These estimates, therefore, cover a larger group than the DOA was
considering in its fiscal note. Using these inclusive numbers wc generated the following FY estimates,
calculating the FY costs according to the effective WBA in place (see paragraph 4 above): FY 02 -
$147,000, FY 03 - $396,000, FY 04 -$498,000, FY 05 to 07 - $500,000.

B. R&A adjusts its estimates to conform to the same parameters of coverage in the fiscal note
developed by the Department of Administration

When we examine the reported amount of state total reimbursable costs, for the same group covered by the
DOA’s fiscal note, during the last three fiscal years (source ETA 2112 report), the average figure is $3.9
million. These costs were predominantly State Administration, with minor costs for academic, fee agents,

and elections.

When we estimated the total cost of benefits paid to all “state” claimants (the “larger" group), in our special
claimant file, we came up with a figure of $ 6.3 Million.

Using the two estimates, we calculated the ratio between the two data sets as approximately 65%. We then
applied a 0,65 factor to the raw FY figures above to get the following estimates:

FY 2002 $ 095,550
FY 2003 $ 257,400
FY 2004 $ 323,700
FY 2005 $ 325,000
FY 2006 $ 325,000
FY 2007 $ 325,000

Looking at the various data sources, all created for different purposes, was a classic attempt to compare
apples and oranges and get a simple definitive result. The cost figures we have created are as much a

product of measured logic as they arc of accounting and forecasting, which in the end is how most
estimates are generated

James Wilson
Asst. Ul Actuary
Alaska Dept, of Labor and Workforce Development

465 4520
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FISCAL NOTE

STATE OF ALASKA
2001 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Fiscal Note Number:
Bill \Version:
(H) Publish Date:

Dept. Affected:

Component:

Component Number:

Title: An Act relating to the calculation & payment of BRU:
unemployment compensation...

Sponsor: Rules Committee

Requester: Governor

Expenditures/Revenues

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2002
Personal Services 295.0
Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 295.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Menta! Health

Other (Specify Type) 295.0
TOTAL 295.0

Estimate of any current year (FY20C I) cost:

POSITIONS
Full-tirne
Part-time
Temporary

ANALYSIS:  (Attach a separate page ifnecessary)

FY 2003  FY 2004  FY 2005
590.0 590.0 590.0

590.0 590.0 590.0

(Thousands of Dollars)

590.0 590.0 590.0
590.0 590.0 590.0
0.0

2
HB 58
1/16/01

Various
Various
Various

FY 2006
590.0

590.0

590.0
590.0

FY 2007
590.0

590.0

590.0
590.0

This legislation has a fiscal impact on the employer charge percentage charged all slate agencies for unemployment insurance.
The Fund Source is all funding sources that include Personal Services. The costs are based on a 3-year average annual usage
(33,932,804 for FY 98 lhrough FY 00). For FY 02, assumption is 15% increase for half the year (change is effective beginning of

calendar year 2002). For FY 03 through FY 07, assumption is 15% increase based on the 3-year average annual usage.

Prepared by:  Kim Garnero

Phone 465-3435
Date/Time 12/12/00 4:00 PM

Date

For distribution information, call the Governor's Legislative Office

Division Finance

Approved by:  Commissioner Jim Duncan
Agency Department of Administration
(Rov 8/2000 OMB)

COMMITTEE COPY

12/12/00
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ALASKA STATECHAMBER OF COMMERCE

FAX Poll on Unemployment Compensation Benefits

Your input is needed. Please return by FAX to ASCC nt (907) 463-5515 or to
Chairman Lisa Murkowski of the House Labor and Commerce Committee at

(907) 465-2293.

1. Should the maximum weekly benefit amount for unemployment compensation bo increased
from the proRentamount of $248 and, if so, by how much?

A. Yes, it should be increased to the proposed amount of $284, an increase of 14.5%.

B. Yes, it should be increased to the proposed amount o f $320, an increase 0 f29%.

C. Yen, but increased by a lesser percentage than either ofthe proposed increases.

D. No, it should not be increased at this time.

2. Should the Legislature continue to be responsible for determining the maximum weekly
benefit amount, or should the amount be set automatically euch year by the Alaska Department
ofLabor at 50% o f Alaska’s average weekly wage.

A. The Legislature should retain the responsibility for determining the benefit amount.

B. Tho bt lefit amount should be set automatically each year by the Alaska DepartmentofLabor
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ALASKA STATE CHAMBER OF COMMERCE

FAX Poll on Unemployment Compensation Benefits

Your input is needed. Please return by FAX to ASCC at (907) 463-5515 or to
Chairman Lisa Murkowski of the House Labor and Commerce Committee at
(907) 465-2293.

1. Should the maximum weekly benefit amount for unemployment compensation be increased
from the presentamount of$248 and, if so, by how much?

A. Yes, it should be increased to the proposed amount o f $284, an increase of 14.5%.

B. Yes, it should be increased to the proposed amount of $320, an increase o f 29%.

C. Yes, butincreased by alesser percentage than either o fthe proposed increases. )*\

D

. No, it should not be increased atthis time.

2. Should the Legislature continue to be responsible for determining the maximum weekly
benefit amount, or should the amount be set automatically each year by the Alaska Department
ofLabor at 50% o fAlaska’s average weekly wage.

A. The Legislature should retain the responsibility for determining the benefit amount.

B. The benefit amount should be set automatically each year by the Alaska Department o f Labor

at50% ofAlaska’s average weekly wage, fit)

Comments:
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FAX Poll on Unemployment Compensation Benefits

Your input is needed. Please return by FAX to ASCC at (907) 463-5515 or to
Chairman Lisa Murkowski of the House Labor and Commerce Committee at

(907) 465-2293.

J. Should the maximum weekly benefit amoum for unemployment compensation be increased

from the presentamount of S248 and, if so, by how much?

A. Yes. it should be increased to the proposed amount of S284, an increaso of 14.5%.
B. Yes, it should be increased to the proposed amount o f S320. an increase of 29%,
C. Yes, but increased by a lesser percentage than either ofthe proposed increases.

D. No, it should not be increased at this time.

2. Shr>uld the Legislature continue to be responsible far determining the maximum weekly

benefit amount, or should the amount be set automatically each year by the Alaska Department

of Labor at 50% o f Alaska’s average weekly wage.
A. The Legislature should retain th? responsibility for deieimining the benefit amoum, V
B. The benefitamount should be set automatically each year by the Alaska Department o f Labor

at 50% ofAlaska’s average weekly wage.

Comments;
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ALASKA STATECHAMBER Of COMMERCE

FAX Poll onUnemployment Compensation Benefits

Y<»ur input is needed. Please return by FAX to ASCC at (907) 463-5515 or to
Chairman Lisa Murkowski of the House Labor and Commerce Committee at

(907) 465-2293.

1. Should the maximum weekly benefitamount for unemployment compensation be increased
from the presentamount of $248 and, if so, by how much?

A. Yes, it should be increased to the proposed amount of $284, an increase of 14.5%.

B. Yes, il should be increased lo the proposed amount o f$320, an increu.se o f 29%.

C. Yes, butincreased by a lesser percentage than either of the proposed increases.
D

. No, it should not be increased at this rime.

2. Should the Legislature continue to be responsible for detcimining the maximum weekly
benefit amount, or should tho amount bo sot automatically each year by the Alaska Department

ofTuihur a! 50% o f Alaska's average weekly wage.

A. The Legislature should retain the responsibility for determining the benefit amount.
B. The benefit amount should be set automatically each year by the Alaska Department of | .abor

at 50% ofAlaska’s average weekly wage.

Comments:
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ALASKA STATE CHAMBER OF COMMERCE
FAX Poll on Unemployment Compensation Benefits

Your Kiput is needed. Please reftim by FAX to ASCC at (907) 463-5515 or to
Chairman Lisa Murkowski of the House Labor and Commerce Committee at
(907) 465-2293.

1. Should the maximum weekly benefit amount for unemployment compensation be increased
from the presentamount of $248 and. if so, by how much?

A. Yes. it should be increased to the proposed amount of $284. an increase of 14.5%.

B. Yes. it should be increased to the proposed amount o f S320, an increase of29%,

C. Yes. butincreased bv a lesser percentage than either o f the proposed increases.

D. No. it should not be increased at this time.

2. Should the Legislature continue to be responsible for determining the maximum weekly
benefit amount or should the amount be set automatically each year by the Alaska Department
ofLabor at 50% ofAlaska's average weekly wage.

A. The Legislature should retain the responsibility for determining the benefitamount

B. The benefit amount should be set automaticaXach year by the Alaska Department of Labor

at 50% ofAlaska’s average weekly wage.
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ALASKA STATECHAMBER OF COMMERCE

FAX Roll on Unemployment Compensation Benefits

Year input is needed. Please return by FAX to ASCC at (907) 463-5515 or to
Chulnann jLUa MurkowsJd of tho Hettsc Labor and Coromcrvc Committee at

(907)465-2293.

1. Should the maximum weekly benefit amount for unemployment compensation be iacreared

from the present amocmt o f 5248 and, ifpo, by how much?
A. Yes, it should be increased to the proposed ttno'Wt of S2?74, an increase o f 14.5%.
B Yes, it should be increased to the proposed amount o f S320, anincrease o f 29%.

C. Yes. butincreased by nlesser percentage than either o fthe proposed increases, _

D No. it should rust be increased ut thistimw. - 4 o

2 Should the Legislature continue to be responsible for determining tfso maximum weekly

benefit amount, or should the amoum be set automatically each year by the Alaska Department

of Lribor at 53% o f Alaska’s average weekly wage.
A- He Legislature should retain thc responsibility for dcteniiiuuig tho benefit amount.
D. The benefit amount should be set automatically each year by the Alaska Department o f Labor

at 50% o f Alaska’s average weekly wage.

Comments:
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ALASKA STATE CHAMBER OF COMMERCE

FAX Poll onUnemployment Compensation Benefits

Your input is needed. Please return by FAX to ASCC at (907) 463-5515 or to
Chairman Lisa Murkowski of the House Labor and Commerce Committee at

(907) 465-2293.

1. Should the maximum weekly benefitamount for unemployment compensation be increased

from the presentamount o f $248 and, if so, by how much?

A. Yes, it should be increased to the proposed amount o f $284, an increase o f 14.5%. V 1 J>
B. Yes, it should be increased to the proposed amount o f $320, an increase of 29%.

C. Yes, but increased by a lesser percentage than either o fthe proposed increases.

D. No, it should not be increased at this time. , .

<T a Vrer

oo : &*e
2. Should the Legislature continue to be responsible for determining the maximum weekly

benefit amount, or should the amount be set automatically each year by the Alaska Department

of Labor at 50% of Alaska’s average weekly wage.

A. The Legislature should retain die responsibility for determining the benefit amount.

B. The benefit amount should be set automatically each year by the Alaska Department of Labor

at 50% o f Alaska’s average weekly wage.

Comments:
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ALASKA STATE CHAMBER OF COMMERCE

FAX Foil on Unemployment Compensation Benefits

Yourinputisneeded Please return by FAX to ASCC at (907) -$63-5515 or ro
Chairman Lisa Murlcowsld ofthe House Labor and Commerce Committee at

(907) 465-2293.

1. Should the maximum weekly hcn*fii wnnum for unemployni.ent compensation be increased
from the present amount of $248 and, if so, by how much?

A. Yes, it should be increased to the proposed amount of $284, an increase of 14,5%.

B. Yes, it should be increased to the proposed amount 0fS320, an increase 0f29%.

C. Yes, butincreased by a lesser percentage than either ofthe proposed increases.
D

. No. It should not be increased utThie rime. _ V

2. Should the Legislature continuo to be responsible for determining the maximum sveekly
benefit amount or should the amount be set automatically each year by the Alaska Department

of Jjibor aT 50% of Alaska's average weekly wage.
A. The Legislature should rotnin the responsibility for determining the bouefit wiiouiU- \%
X The benefit amount should b* aw automatically each year by the AIMka Department of Labor

at S0% ofAlaska’s average weekly wage.
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ALASKA STATH CHAMBER OF COMMLRCH

FAX Poll on Unemployment Compensation Benefits

Your input is needed. Please return by FAX to ASCC at (907) 463-5515 or to
Chairman Lisa Murkowski of the House Labor and Commerce Committee at
(907) 465-2293.

1. Should the maximum weekly benefit amount for unemployment compensation be increased
from the present amounl of S248 and, if so, by how much?

A. Yes. it should be incretised to the proposed amount 0fS284. an increase of 14.5%. A /o
B. Yes. it should he increased to the proposed amount of S320, an increase 0f29°a A .!&

C. Yes, but increased by a lesser percentage than either of the proposed increases, 2 3°

L). No, it should not be increased at this lim e.

2. Should the Legislature continue to be responsible for determining the maximum weekly
benefit amount, or should Hie amount he set automatically each year by the Alaska Depaitment
of Labor at 50% of Alaska's average weekly wage.

A. 'ITie Legislature should retain the responsibility tor determining the benefit amount.

B. The benefit amount should he sot automatically each year by Ihe Alaska Department of 1.abor

at 50% of Alaska’s average weekly wage. i
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LEGISLATIVE ACTION CALL

Date: March 27, 2001
To: ASCC Members

From: Pamela La Bolle, President

R

OF COMMERCE

Re: HB 58/SB 30 - Unemployment Compensation Benefits

Legislation has been introduced to increase the maximum weekly benefit amount for
unemployment compensation and to change the manner in which the state sets the maximum
weekly benefit amount. House Bill 58 is presently being heard by the House Labor and
Commerce Committee, and the Legislators need to know how you, as employers of Alaska’s
workforce, would be impacted by the proposed legislation.

ACTION: After reviewing the background information, please answer the questions and
fax your responses back to ASCC’sJuneau office at (907) 463-5515 or to the House Labor
and Commerce Committee (Rep. Lisa Murkowski, Chairman) at (907) 465-2293. If you
wish to comment further to the committee, Chairman Murkowski’s e-mail address is
representative_lisa_murkowski@ legis.state.ak.us

Background: The purpose of the Unemployment Compensation program is to replace a portion
of lost wages for workers who are involuntarily unemployed, while they seek employment. The
current maximum weekly benefit amount (MWBA) is $248, or 38.8% of Alaska’s average
weekly wage. (Alaska is one of 12 states, however, that pay an additional weekly benefit
allowance for dependent children). Increases in tne benefit amount are presently determined by
the Legislature, and the last increase was in 1997.

House Bill 58 and Senate Bill 30 (Introduced at the request of the Governor)

 Raising the Maximum Weekly Benefit Amount

The Alaska Department of Labor proposes to increase the maximum weekly benefit amount
(MWBA) to $320, or 50% of Alaska’s average weekly wage. This would occur in two phases; the
first phase would raise the MWBA from $248 to $284, with a cost of $5 million dollars. The
second increase in the MW BA would be from $284 to $320, with an additional $5 million dollar
cost. Employers would begin to pay for the increase in tax year 2003, when the average employer
tax rate would increase from 2.08% to 2.18%, and then increase again to 2.28% by 2005. The
average employee tax rate would remain at the present 0.54% in the first phase and increase to
0.57% by the 2005 tax year.

« Establishing a new methodologyfor setting the maximum weekly benefit amount

The Alaska Department of Labor proposes that rather than having the Legislature establish the
MW BA, it would be set automatically each year at 50% of Alaska’s average weekly wage for that

vear.
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ALASKA STATECHAMBER OF COMMERCE

FAX Poll on Unemployment Compensation Benefits

Your input is needed. Please return by FAX to ASCC at (907) 463-5515 or to
Chairman Lisa Murkowski of the House Labor and Commerce Committee at
(907) 465-2293.

1. Should the maximum weekly benefit amount for unemployment compensation be increased
from the present amount of $248 and, if so, by how much?

A. Yes, it should be increased to the proposed amount of $284, an increase of 14.5%.

B. Yes, it should be increased to the proposed amount of $320, an increase of 29%.

C. Yes, but increased by a lesser percentage than either of the proposed increases.

D. No, it should not be increased at this time.

2. Should the Legislature continue to be responsible for determining the maximum weekly
benefit amount, or should the amount be set automatically each year by the Alaska Department
of Labor at 50% of Alaska’s average weekly wage.

A. The Legislature should retain the responsibility for determining the benefit amount.

B. The benefit amount should be set automatically each year by the Alaska Department of Labor

at 50% of Alaska’s average weekly wage.

Comments:



Q& A’s

1) What is the range of cost to employers?

a)

b)

For the entire $ 10 million dollar cost to bring the maximum weekly benefit
amount to 50% of the average weekly wage (total impact would not be reflected
in tax rates until 2005), the per employee annual costs to the employer would
range from $0 to $81.

For each increase of $500,000 in trust fund costs, the per employee annual cost to

the employer (using 2001 figures) would range from $0 to $5. (table attached)

i) If we tie the Maximum Weekly Benefit Amount (MWBA) to 50% ofthe
Average Weekly Wage (AW W), an increase in weekly wages of $4 will result
in a $2 increase in the MWBA.

ii) The cost to the Trust Fund of each $2 increase increment will be
approximately $200,000. The impact of this relatively small increase in
benefit costs is minimal on the 21 tax class rates. Only 7 of the rates would
increase (according to our actuarial calculations). These tax classes would
increase $3 per employee per year. The employers in the remaining rate
classes would see no increase in costs, (table attached)

iii) ****Note - The impact of an increase in benefit outlay is gradual. As the
benefit cost calculation is taken from a three year average, the full impact is
not realized until after the third full year that the increase is in effect.

2) What is the average cost to employers in the first year?

3)

4)

a)

b)

d)

e)

f)

As the tax rate calculation begins with determining the average cost o f benefits
paid for the previous 3 years (ending 6/30), the effect of an increase in benefits
effective January, 2002 would not impact the tax calculation until the following
year.

The tax calculating for the 2003 tax rates would be based on a 3 year cost average
including six months ofincreased benefit amount (approximately $900,000).

The average employer rate increase for the 2003 tax rates will be approximately
.01% (from 2.08 to 2.09).

The average employer rate increase for the 2004 tax rates will be approximately

.06% above the 2001 rate (2.14%).
The average maximum per employee cost increase for the 2003 tax year will be

$3.
The average maximum per employee cost increase for the 2004 tax year will be

$16 above the 2001 average maximum per employee cost.

Where will we be in wage replacement rankings after the first year?

a)

The increase to a maximum weekly benefit amount of $284 will place Alaska 40th
in the national ranking. (Chart with Chart Packet)

Dependents Allowance and how that would affect our national standing and

comparison to Washington State.

a)

As only a few (11) other states pay dependents allowance, and not all claimants
receive this additional benefit, meaningful comparisons are difficult to make.



5)

6)

b)

d)
e)

f)

g)

In Alaska, approximately 44.5% ofthe claimants receive dependents alowance.
The average weekly dollar amount paid to claimants for dependents is $44.94.
Averaged over all claimants, the average weekly dollar amount is $20.21.

The total dollars paid from the Trust Fund for dependents allowance are roughly
$13 million annually.

Low income and rural claimants receive slightly more dependents allowance than
high income and urban claimants.

In-state claimants traditionally receive more dependents allowance than out-of-

state claimants.

Average duration

a)
b)
c)

Average claims duration nationwide is 15 weeks
Average claims duration in Alaska is 14.9 weeks
Average weekly benefit amount paid in Alaska is currently $181.58

If AK doesn't comply with fed Ul standards, would feds administer for

us?

a)

b)

Currently Alaska’s Tax system complies with federal requirements, earning all
Alaska employers a 90% tax credit against the FUTA (Federal Unemployment
Tax Act) payroll tax. Fail to comply in this area would cause the loss of this tax
credit.

i) With the tax credit, employers pay $42 in federal FUTA tax for each
employee earning at least $7000, plus a $14 surtax for a total of $56.

ii) Without the tax credit, employers would pay $420 dollars for each employee
earning at least $7000, plus the $14 surtax for a total of $434.

Alaska is in compliance with a large number of federally mandated issues. Failure

to comply in these areas could, in the worst case scenario, result in the suspension

ofthe Ul Administrative funding grant.

i) The source ofthis funding is the FUTA tax. It is collected nationally by the
IRS and distributed back to the states under a formula largely based on claims
activity.

ii) Alaska receives back, as an administrative grant, between two and three times
as many FUTA tax dollars as Alaskan employers pay.

7) Breakdown of claimants by industry (dollar amount? or # of workers?)

8)

a)

b)

See Table 2.11 ofthe Unemployment Insurance Actuarial Study and Financial
Handbook (1999) for a distribution of U dollars paid by industry (attached).
See Table 2.2 ofthe Unemployment Insurance Actuarial Study and Financial
Handbook (1999) for claimant demographics, distribution by industry, and
geographic distribution, (attached).

Interstate Benefit dollar amount and percentage compared to benefits paid (we
may also want to include the fact sheet on the IB program)
a) 47,074 claimants (82.3%) living in Alaska received benefits during 1999 (also

from Table 2.2 ofthe Unemployment Insurance Actuarial Study and Financial

Handbook).



b) 10,119 claimants (17.7%) living outside Alaska received benefits during 1999
(also from Table 2.2 ofthe Unemployment Insurance Actuarial Study and
Financial Handbook).

c) Fact sheet on the IB program attached.

9) Could the built in adjuster go down as well as up?

a) The proposed statute, as drafted, extends the benefit schedule coded in statute to a
maximum of$284 (in $2 increments from the existing maximum of $248). It also
locks the maximum at no more than 50% ofthe average weekly wage which will
be determined each year, with a new maximum benefit amount established
effective January 1.

i) The new maximum, under this language could be the same, more than, or less
than the previous year.

10) When the tax rate goes from 2.08 to 2.18, why does the worker portion stay at
547
a) When the overall tax rate needed to offset this initial increase in benefit cost was
calculated and split (80% to the employer and 20% to the employee), the
employee’s share did not “round up” enough to increase the employee’s tax
percentage (less than .01)

11) Fiscal Note submitted by Dept, of Admin, and comment on their rationale.
a) Admin’s Fiscal Note (attached) attempted to calculate the cost to the state, as a
reimbursable employer, for benefits that would be drawn by former employees

under the new benefit schedule.

12) Summary of states that have built in adjustment to MW BA indexed to AWW.
a) See attached table (extracted from Highlights of State Unemployment
Compensation Laws - January 2000, prepared by the national Foundation for
Unemployment Compensation & Workers’ Compensation, pages 50 & 51.

13) How is the Ul Trust Fund invested? (How does it earn interest?)
a) The funds collected for the payment of benefits through a state payroll tax are
held in trust by the U.S. Treasury. Interest accrues at the current treasury rate and
remains in the state trust fund account (dedicated to the payment of benefits by

federal law).

14) How is the Average Weekly Wage calculated?
a) The average annual wage is calculated by dividing the total of all covered wages
for the fiscal year ending June 30th by the average covered employment in the

state.
b) This figure is divided by 52 to obtain an average weekly wage.



Table 3: Ul Employer Tax Rates and Maximum Contributions Per Employee, 2001
Pro-forma calculation if benefit cost for past 3 years were $0.5 million higher
Employer Contribution Rates

RATE P-F

CLASS 2001 2001 2001]
1 100%  100% 1.00%
2 100 100 1.00
3 ,1.04 1.04 1.04
4 1.14 115 1.14
5 1-25 1.25 125
6 1.35 1.36 1.35
7 145 1.46 1.45
8 1.56 1.67 1.56
9 1.87 188 1.87
10 lilli$$1js m m
11 AN i
12 2.28 229 2-28
13 2.49 2.50 1.48
14 2.70 271 2.70
15 2.80 282 280
10 291 292 2.01
17 301 3.02 301
18 311 3.13 311
19 322 323 3122
20 3.32 334 3-32
21 5.40 5.40 5.40

Employee Contribution Rates

Taxable Wage Base

Maximum Yearly Employer Contribution for Each Employee

P-F Increase
*255
255
255
291
319

370
423
477

681
635
680
714
742
758
793
821
847
1,377

omwwwwmwwwwwwwwwow008
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Table 3: Ul Employer Tax Rates and Maximum Contributions Per Employee, 2001
Pro-forma calculation if benefit cost for past 3 years were $0.2 million highei
Employer Contribution Rates

CLASS &0 2001]
1 100% 1.00%
2 100 100
3 104 104
4 114 114
5 1.25 125
6 1.35 135
7 145 1.48
8 168 166
9 187 1.87
10 EEEEEEREN
n PELLIYdiittitli
12 2.23 2.29
13 2.49 250
14 2.70 2.70
15 2.80 281
16 201 291
17 301 3.02
18 311 312
19 322 3.22
20 332 333
21 5.40 5.40

Employee Contribution Rates

Taxable Wage Base

Maximum Yearly Employer Contribution for Each Employae

IncreaM
1 3255 3255 30
2 255 255 0
3 265 265 0
4 201 291 0
5 319 319 0
6 344 344 0
7 370 372 3
e 423 423 0
9 477 477 0
: I
1
12 581 584 3
13 635 638 3
14 689 689 0
15 714 717 . 3
16 742 742 0
17 788 770 3
18 793 796 3
19 821 821 0
20 847 849 3
21 1,377 1,377 0



INDUSTRY

Total* (Ind. uoela*.)
Ag., For. ARsti
Mni
Oland0*a
Othar Mning
Conitructkxi

oo

Lurrbar &Wood

ety
Mg
Trana., ConraA Uil
Trad*

An, In*. AR Eat
Sandova

Public Adrin
UndasatAad

Total* (Ind- undaaa.)
ﬁ.,_ For. ARah
ni

Trana.,, CoomA UL
Trad*

Fla, In*. ARl EaL
Sanvica*

Public Adrin
Undaaatftad

Total* (Ind. undaaa.)
Ag, For. AReh

ul

Table 2.11

Regular Benelits Payments (Taxable and Reimbursable)
by Industry - Total, 1992-1999

1902

744,271
54572
534*3
45,755
<480
103403
112,453
74412
20,755
4,143
12,752
68,452
139,700
23,753
173,733
85,708
2424

45481
390
3,157
2,778

424
7413
4,771
1441
373
828
44*4
TTil
10464
3408
185

121771,578
904425
10.814,400
9446,737
1487,663
19491,932
17481490
10,415432
3464416
783,566
2,196,163
11480,874
20475,983
4422.820
27,060463
10,053489
405,613

1093

1004

1095

NUMBER OF WEEKS PAID

*41495
0,928
35438
28,838
6498
77451
108415
77429
13,033
5412
0,441
504*3
124417
ZZAZS
154,734
514*3
2456

NUMBER OF FIRST PAYMENTS

40,588
487
2,127
1,606
429
5404
7467
5467
078
826
526
3,747
7,474
14+6
9,301
3111
170

760,147
5,018
34457
27,601
6,005
105,416
144434
107,954
15,606
11,710
0,153
67,440
132401
25,720
174497
54453
2,733

60,768
569
2455
1434
422
7420
0,706
7,108
1423
583
691
4,074
6,682
1,730
11,481
34S«
180

C03454
5430
31435
25,137
5,500
112464
113401
55478
11,888
5486
7446
69407
120,069
30466
157,760
40418
1430

48,781
408
2,138
1,700
428
7,848
7476
5,890
1,080
600
611
4467
8,030
14»4
10,475
3412
145

AMOUNT OF PAYMENTS ($)

105,041,423
1,080473
7,118497
5,733402
1,364,006
14,489,738
16,443,710
11,144,815
2,486423
1,184,837
1,647,644
9,960,113
18404,676
3,900,805
24,478,148
8,929,589
358,485

117,004,843
141142*
8,781,984
5.405,780
1468424

10441,995
20,004,480
14,121,007
2,881420
2,433,848
14584*3
11,065422
10,750,027
4412,178
26400,087
8,910,609
356,647

113,609,324
089444
8466421
8490,109
1,096,412
21450,721
16,061450
11,620,670
2477,766
1,722,795
1,380,620
11,979,131
17,757,406
5444,457
24,400414
8465,160
226421

1090

607,104
5487
35,403

112,478
116431
88,182
14,081
4,473
8,035
61,585
123414
27,625
153447
40474
2470

46,106

2474
2485

289
7,476
7,665
54*3
1,122

317

3,941
7409
1400
10414
3,166
102

114,031,640
879476
7.040,403
5,878,122
1,082481
21416441
17,476407
12,149,404
2,836,033
602,071
1,596,000
10,466427
16,156470
4,676,670
25417430
8473,900
328427

1007 1908
656,906 *57456
G,749 5468
28,106 22,196
23,888 16,794
4409 5,401
103,949 104402
109,701 = 114436
60,115 66,133
12,811 16,109
8494 4,106
8,481 6499
56,441 « 56,007
114496 116408
25453 27460
150,101 168487
48436 47,420
2400 2472
43,800 43448
309 390
1,636 1407
1428 1448
308 369
7401 7,183
7490 741*
5416 6,748

e W 1447
432 258

640 562
3,775 34«4
7422 7,740
1496 1475
10424 1Q4«6
3,176 3,163

183 182
108,885402  109437,747
015,16* 653,466
5,066,416 4,646,48*
5,001438 3434,770
804478 1,109,899
21,012,440 21456,624
1748142S 17462402
11425,501 11453,170
2,523420 3492,420
1,003,408 90,704
1,507498 1473,008
9,447483 9439473
15,808,182 17,148,674
4443,480 4,636416
24,881,070 24,738,486
8,168,780 6,145,131
343,461 411435

1000

693483
4474
40487
444%3
5124
107435
105,737
82,146
14482
443
6,464
65,781
1234*3
26,7+2
1874*0
47,158
2406

45,620

3475
2,782

313
74«9
414
6423
1412

62*
3474
6,123
1,786

1140*

346*
e~ 243

117403492
826,456
11,183471
10,128,166
1,058403
21431444
16468498
11,711456
2,952.900
68440
1,812,704
9,848,694
10,422487
4,948476
26407432
7,991417
377457



Unemployment Insurance Claimant Characteristics, 1999

Percent
Characteristics Nurrber of Toal
Total 67,183 1004
Gender : )
35,030 824
Ferre)* 21,243 371
B stz 1421 24
2-34 4436 74
XA 15691 274
44 18111 3.7
1664 12473 214
564 4464 74
66+ 707 14
Nurrber of Dependents;
0 32631 684
1 9723 174
2 8448 144
3+ 8489 114
Bthnic Background:
Aaska Native/Arrerican Indian 10488 - 187
Asianand Padific ISlander 3945 64
s A
Hspanic s
V\ﬁf 37,189 640
Cher 8 04
No Informration 619 11
Industry;
Agriciiture, Forestry and Fatting 33 07
Mni 3,837 64
Oland Ge 3463 57
Cther Mining 434 04
Contract Construction 8470 187
Manufacturi 8465 144
Food 8423 111
Lunber and Wood Products 1403 24
% Products 6 00
Manufacturing 723 14
Transport., Comrunicatione and UL 4460 6.0
Trace 9,978 174
France, Insurance and Redl Estate 2,163 34
Servioe* 13,632 234
Pudic Administration 6,165 80
Undassified 306 04
Qooypetion:
Agricuiture, Forestry, and FHishing 1430 24
Bundwarit 01 04
Jerical and Saiee 10,146 17.7
Machire Tradeo 1729 34
Processing 6,772 101
Pralstslonsl, Technical, Maneggeria 8436 144
Sendice 7,996 140
Structural Work 14,970 264
Msodllaneous and Unknown 8416 114
Not**: Percentages may not add up to 100%duo to rounding
Source: Alaska of Labor and Workforce Developnert,
Re***rch and Analyat* Section;
U Qaimant Character*tic* Ftes.

Table 2.2

Prince of Weiea-Quter Ketchikan CA

Stka

Segnsy-HooshrAngoon CA
South*sat Fairtbanks Census Are*
Vaidex-Cordova Cansus Ares
Wédke Hanpton Census Arse
WimgelMHeraburg Gernsus Ares
Yskutet Borough
YukortKoyukuk Csnaue Area
Alada Are* Unknoan

Total InStste
Qirt-of-8tate

Local Cfvo®:

Centrdl « Interstate Claint
Centrd « Rural Mell aima
Falrtsnks

Juneau/SE Uran

Starting 1996, the Ul dain's processing work at many offices
wes consalidated into regional centers In

Al U dainsfiling lanowdor* by mall or telephono.

The Anchorage Center aervoe client* in

Bethel

Dill Eagle River, Gernallen, Horer, Kenel, Kodiak,

Mal-Su, Nome, Seward, Tok, end Valdez
Juneau/ SE Urban serves Juneau, Ketchikan, Petersburg, Clie®,

Percent
Nurrboer of Total
14494 284
17441 294
10,723 18,7 .
8470 104
3464 94
2439 . '34
1442 24
871 14
308 04
448 04
109 04
306 04
18,020 « 284
1188 24
14 04
A 04
31 04
6422. 84
318 04
1426 M
%g 81
24
1403 24
107 04
6408 84
6*9 14
48 04
633 04
838 14
14
tea 04
B 14
M2 17
04 14
738 14
88 ai
690 14
14»0 24
47474 824
10,118 17.7
284*1 604
10,11* 17.7
8408 164
64«0 84
44*3 71
end Juneau



Alaska Department of Labof
and Workforce Development

EmploymentSecurity D ivision

FACTSHEET

INTERS5TATE BENEFITS

BACKGROUND:

Individuals who have worked In Alaska and subsequently move outside the state may
receive Alaska Unemployment Insurance benefits under the Interstate Agreement, as
outlined in the Employment & Training (ET) Handbook 392, and under AS 23.20.085 and 8
AAC 85.110.

Claimants who are filing an Alaska Ul claim while residing outside Alaska have the same
rights for unemployment Insurance benefits as claimants residing In Alaska. Using a toll-
free telephone number, claimants call the Juneau Call Center from anywhere in the United
States, Canada, Puerto Rico, or the Virgin Islands to establish or reopen a benefit year for
Alaska Unemployment Insurance Benefits. Until recently, claimants completed paper
forms In the state of residence instead of establishing a benefit year by telephone.
Telephone daimtaklng has significantly reduced processing delays. Once a benefit year Is
established, Interstate claimants may call the Integrated voice response system (VICTOR)
to claim weeks of unemployment and may elect direct deposit, just like claimants filing
from within Alaska.

Persons who worked In more than one state during their base period may combine their
wage records to qualify for unemployment Insurance benefits from one state under 20
Code of Federal Regulations (CFR) 616 the "Interstate Arrangement for Combining
Employment and Wages (CWC Arrangement) and AS 23.20.085. Filing for a Combined
Wage Claim is optional. Agency employees gather information and assist the claimant In
deciding whether to file a CWC or regular claim.

States assist each other in collecting overpayments when claimants subsequently establish
a benefit year against another state. Currently 30 states, including Alaska participate in
IRORA, foe Interstate Reciprocal Overpayment Recovery Arrangement IRORA
significantly Increases the likelihood that Alaska will collect an overpayment once a
claimant leaves the state.

ICON, the Interstate Connection, is a telecommunications system that links all state and
federal employment security agencies in sharing Information. ICON Is similar to the
Internet, but is available to a very limited group of users.



ICON applications Include:
Wage and claim information for every Social Security number (available for 50 states,
Including Alaska);

+ A synopsis of each state's laws, filing procedures and eligibility information;

« Electronic transfer of Initial claims applications for states which do not accept Initial
claims by telephone;

+ Systems for transferring wage information for Combined Wage claims;

+ Electronic billing for another state's share of payments made on a Combined Wage
Claim

+ Statistical reporting of filing activity which determines levels of federal funding for

many programs; and

A locator to find persons with overpayments.

STATUS:

Alaska paid $129,234,098 In unemployment Insurance benefits during 1999. Of that
amount, $23,307,854, or 18%, was paid to Interstate claimants. In recentyears, the
percentage of Alaska Ul dollars paid to workers out of state has averaged 20 - 24%.

In 1999, 20.9% of Alaska's Interstate claimants resided In Washington, 21.5% In
California, 8.5% in Oregon, 4.3% inTexas, 3.7% in Arizona, 3.6% in Idaho, and 3.6% In
Montana. The number of Alaska's Interstate claimants filing from each of the other states
was less than 3% of the total.

Note: Source of statistics: Alaska Department of Labor and Workforce Development, Research
and Analysis Section: UC 217 Report for 1999 not yet published.
Rev. 12/2000



In 35 stales the maximum weekly benefit amount (Max WBA)
Is set as percentage of the state average weekly wage (AWW).

2000
Currant Percent
Max of tho
State WBA AWW
Arkansas $309 66.67
Colorado 307 55
Connecticut 382 60
Dist. of Columbia 309 50
Hawaii 371 70
Idaho 282 60
lllinois 296 49.5
lowa - 263 53
Kansas 292 60
Kentucky 316 62
Louisiana 258 66.67
Maine 227 52
Massachusetts 431 57.5
Michigan 300 Not Avail
Minnesota 331 Not Avail
Montana 254 60
Nevada 282 50
New Jersey 429 56.67
New Mexico 254 52.5
North Carolina 356 66.67
North Dakota 271 65
Ohio 289 Not Avail
Oklahoma 262 Not Avail
Oregon 360 64
Pennsylvania 408 66.67
Puerto Rico 133 50
Rhode Island 383 67
South Carolina 248 66.67
South Dakota *— - = 214 - 50
Utah 309 60
Vermont 287 Not Avail
Virgin Islands 331 65
Washington 478 70
West Virginia 318 66.67
Wyoming . 261 55

Source: Highlights of State Unemployment Compensation Laws, January 2000.
National Foundation for Unemployment Compensation & Workers’ Compensation
Washington State data revised July 1 2000.



99615
99551
99552
99553
99554
99555
99615
09720
99786
99721

99501-

ggsi3
99556
99744
99620
99557
99920
99556
99722
99547
99821
99822
99723
99724
99559
99726
99764
99789
99765
99727
99729
99729
99560
99730
99788
99731
99823
99561
99563
99732
99564
99565
99564
99566
99567
99733
99568
99569
99704
99918
99570
99571
99701
99572
99573
99574
99921
99575
99901
99736
99737
99576
99737
99824
99738
99577
99501
99578
99579

Akhlok

Aachak

Aklok

Akutan
Aiakanuk
Alaknaglk
Ahtak

Allakaket
Ambler
Anaktuvuk Pasa

Anchorage
Anchor Point
Anderson
Angoon

Anlak

Annette Island
Anvlk

Arctic Village
Atka

Auke Bay
Baranot
Barrow
Beaver

Bethel

Betties Reid
Border City
Bomltc

Brovlig Mission
Buckiand
Candle
Cantwell
Cape Yakataga
Centra
Chalkyttslk
Chatanlka
Chatham
Chofomak
Chovak
Chicken
Chlgnlk
Chlgnlk Lagoon
Chignlk Lake
Chltlna
Chuglak
Circle

Clam Gulch
Clarks Point
Clear
CotlmanCove
Cohoe

Cold Bay
College
Cooper Landing
Copper Center
Cordova
Craig

Crooked Creek
Cuhe Cove
Deering

Delta Junction
Dillingham
Dot Lake
Douglas
Eagle

Eagle River
Eastchoeter
Eek

Egeglk

99702
89580
99825
99739
99508
99581
99582
99725
99701
99583
94501
99584
99737
99505
99703
99703

99740
99585
99586
99741
99742
99587
99588
99701
99762
99589
99590
99826
99827
99603
99828
99743
99689
99744
99602
99603
99829
99604
99605
99745
99746
99922
99923
99606
99540
99695
99801-
99803
99830
99747
99607
99748
99608
99924
99609
99610
99611
99901
99749
99612
99613
99614
99750
99501
99925
99751
99615

Elelson

Ekwok

EHIn Cove

Ellm

Elmendorf AFB
Emmonak
Eska

Ester

Fairbanks
False Pass
Federal

Rat

Fort Greely
Fort RlchaiJson
Fort Walnwnght
Fort Walnwnght
PostEx

Fort Yukon
Fortuna Ledge
Gakona
Galena
Gambell

.Glrdwood

Glennallen
Gold Rush
Golovin
Goodnewa Bay
Grayling
Gustavus
Haines
Halibut Cove
Hawk Inlet
Healy
Hobart Bay
Hogatza
Holy Cross
Homer
Hoonah
Hooper Bay
Hope
Hughes
Husila
Hydaburg
Hyder
[llamna
Indian
Ivanoft Bay

Juneau
Kake
Kaktovik
Kalskag
Kaltag
Kariuk
Kasaan
Kaslgluk
Kasliof
Kenai
Ketchikan
Klana
King Cove
King Salmon
Klpnuk
Klvallna
Klatt Road
Klawock
Kobuk
Kodiak

99619

89576
89620
09752
80753
09754
09621
90622
99757
99624
99625
09762
99626
99627
99755
99756

99628
99629
99630
99926
99903
99730
99758
99705

99631 .

99504
99632
99633
99603
99634
99571
99760
99636
99690
99635
99638
99639
99761
99762
99640
99763
99611
99705
99764
99765
99504
99641
99643
99644
99645
99646
99737
99547
99832
99648
99833
99649
99650
99651
99927
99766
99836
99653
99654
99603
99549
99550

Kodiak USCG
Base

Koliganok
Kottlk

Kotzebue
Koyuk

Koyukuk
Kwethluk
Kwlglllingok
Lake MInchumIna
Larsen Bay
Lovelock

Little Diomede
Lower Kalskag
McGrath
McKinley Park
Manley
HotSErin S
Menokota
Medfra
Mekoryuk
Metlakatla
M_e?/ers Chuck
Miller House
Minto

Moose Creek
Moose Pass
Mountain View
Mountain Village
Naknek
Nanwalek
NaFakJak
Nel3on Lagoon
Nenona

New Stuyahok
NIghtmute
NIKiski

Nlkolsh
Ninilchlk
Noatak

Nome
Nondalton
Noorvik

North Kenai
North Pole
Northway
Nulato
Nunaka Valley
Nunapltchuk
Old Harbor
Ouzinkle
Palmer
Pauloff Harbor
Paxson

Pedro Boy
Pelican
Perryvllle
Petershurg
Pilot Point
Pilot Station
Platinum
Point Baker
Point Hope
Port Alexander
Port Alswonh
Port Ashton
Port Graham
Port Helden
Port Uons

99950
99615
99655
99787
99656
9P788
99857
99591
99658
99859
99680
99714
99661
99789
99662
99770
99663
09664
99771
99771
9986¢
99722
99773
99835
99840
99667
09668
99660
99669
09670
99503
99671
09672
99774
09557
99674
99675
99576
99776
99777
99677
99778
99841
99779
99919
99678
99780
99637
99679
99680
99681
99716
99682
99683
99684
99685
99787
99686
99781
99782
09783
99928
99687
99784
99693
99611
99688
99929
99689

Port Protection
Port Wekefleld
Qulnhagak
Rampart

Red Devil
Ruby

Russian Mission
Saint George
Saint MarKs
Saint Michael
Saint Paul Island
Salcha

Sand Point
Savoonga
Scammon Bay
Selawlk
Seldovla
Seward
Shageluk
Shaktoollk
Sheldon Point
Shishmaref
Shungnak
Sitka

Skagway
Slcwentna
Sleetmute
Soldota
SokJotna
South Nalcnek
Sponard
Stebblns
Sterling
Stevens Village
Stony River
Sutton
Takotna
Talkeetna
Tanacroso
Tanana
Tatitlek

Teller
Tenakee Spnngs
TedIn

Thome Bay
Toglek

Tok

Toksook Bay
Tuluksak
Tuntutullak
Tununak

Two Rivers
Tyonek
Ugashlk
Unalakoot
Unalaska
Uslholll

Valdez
Venetle
Walnwright
Wales

Ward Covo
Wasllla

Whlto Mountain
Whittier
Wildwood
Willow
Wrangell
Yakutat
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A Case for Changing the U .I. W eekly

B enefit Am ount

The Program the purpose of the Unemployment Insurance program is to replace
some of the wages lost to workers during spells of unemployment. The program was set
up over sixty years ago when it was realized that people out of work needed some type of
insurance to tide them over while they looked for jobs.

Sixty years later, how does the program measure up
In Alaska

The PrOblem Under current Alaska law, a worker with average earnings receives
very low w”ge replacement. On the average an unemployed Alaskan’s check replaces
less than 30% ofthe average weekly wage. Alaska’s unemployment benefits haven’t
changed 1997, while wages and prices have risen. The result is that the average worker
in Alaska has become less able to weather a period of unemployment. In fact, Alaska
ranks nearly last in the nation in replacing wages lost to unemployment.

How can we improve wage replacement?

The SO|U'[I0n While Alaska uses a fixed benefit schedule, most states (35) use a
flexible formula based on a percentage of the states average weekly wage and driven by
changes in that average wage. The advantage of this kind of adjustable schedule is that it
doesn’t need to be fixed every few years. As average wages change, the schedule keeps
pace and self-adjusts either up or down according to the state’s economy. Such moderate
increases would provide a greater measure of economic security for the average worker.

How would this change impact employer costs?

The |mpaCt Changes to Alaska’s Ul weekly benefit amount will cost most
employers less than $1.00 per employee, per week. Employers with lower Ul tax rates
will hardly be affected at all. Employers with higher rates will pay slightly more, but
their employees will also benefit. The Ul program is only as effective as its ability to
restore wages lost to unemployment. This change will improve the integrity ofthe Ul
program, at minimal employer cost, by easing the financial burden of lost income for
unemployed workers and maintaining vital purchasing power in Alaska’s communities.



A Case for Increasing the Ul Maximum Weekly Benefit
Amount (MWBA)

The Unempioyment Insurance Program
m  Alaska’s Unemployment Insurance (Ul) program was enacted in 1937.
m  The primary objective is to replace some of the wages lost to workers during

temporary unemployment.
B ltisan INSUrance program that provides partial wage replacement for laid-off

workers who are seeking jobs.
m ltis the leading stabilizer during economic downturns, maintaining purchasing

power in the state’s and local economies.

It prevents out-migration of trained workers.

To qualify, a worker must demonstrate attachment to the labor market with
earnings in a base period, and must meet eligibility requirements on a week to

week basis.
m Alaska is one of ten states that pay an allowance for dependents.

The Problem
m  Under current Alaska law, a worker with average earnings receives low wage

replacement.
m  There is significant disparity between Alaska’s maximum weekly benefit amount

and the average weekly wage it replaces; the current MWBA is just 38.8% of the

average weekly wage.
m Ul recipients earning between $25,750 and $31,250 receive wage replacement as

low as 40 percent of their average weekly wage. (Approximately 27 percent of the

claimant population earn more than $26,750.)
®  The result, the average worker in Alaska has become less able to weather a period

of unemployment.
m Infact, Alaska ranks last in the nation in replacing wages lost to unemployment.

The Solution

®  The legislation (SB 30/HB 58) will raise the maximum weekly benefit amount to
equal approximately 50 percent of the average weekly wage by the second year

after enactment.
®  With a two-phase increase, impact to employers, employees and the Ul Trust Fund

is minimized.
m The advantages are:
® an adjustable schedule that does not require re-addressing every few years;
m a schedule that keeps pace, self-adjusts according to the state's economy; and,
® a notice requirement that keeps the public, governor and legislators informed on
the status of the maximum weekly benefit amounts.

Who Benefits?

m  Workers, who receive benefits that enable them to defray non-deferrable
expenses, most commonly rent, food and utilities.

m Local businesses, because they supply the rentals, food, and utilities.
Local businesses during the "off season,"” when Ul benefits are directed at weaker

economic regions of the state.



State and local economies, which retain temporarily unemployed workers receiving

C
benefits, who remain in Alaska and help maintain a local, trained labor force.

The Impact

m  Reaching approximately 50 percent of the average weekly wage will occur in two
phases.

®m  The first raises the maximum weekly benefit amount to $284 with a $5 million cost.

m  The second raises the maximum weekly benefit amount to approximately $320 with

an additional $5 million cost.
The full effects of the increase in benefit costs will not affect employer tax rates

until 2005.

The first maximum benefit amount increase will raise employer and employee tax
rates in tax years 2003 and 2004, raising the average employer tax rate from
2.08% to 2.18%; the average employee tax rate will remain at 0.54%.

The second maximum benefit amount increase will affect employer and employee
tax rates in tax year 2005, raising the average employer tax rate to 2.28%, and the

average employee tax rate to 0.57%.

Details of SB30/HB58

Section One of the bill amends the benefit schedule effective January 1, 2002.

®  The current statute specifies a "hard-coded" benefit schedule that grants a
minimum weekly benefit amount of $44 for the minimum qualifying wage of
$1000. For each additional $250 of qualifying wages, the benefit amount is
increased by $2 to the current maximum of $248. This section proposes to
extend that schedule in $2 increments (for each additional $250 earnings) to

$284.
Section Two of the bill includes the new amounts from the benefit schedule in the

calculation used to determine benefit duration.

Section Three adds new sections authorizing the department to adopt regulations

to establish methodology for calculating new benefits amounts that increase the

maximum weekly benefit amount for workers earning at least $31,250.

®  Using the same incremental schedule currently in statute (described above), the
maximum benefit amount would be set at 50 percent of the average weekly
wage. Based on the average weekly wage in Alaska at this time, the new
maximum benefit amount would be $320. Workers earning over $31,250 would
receive $2 more in benefits for each additional $250 in qualifying wages up to
the new maximum.

" The new methodology will be applied by December 1 of each year with ihe
benefit schedule adjusted as needed to maintain the maximum benefit amount
at 50 percent of the average weekly wage.

Provides for public notice of the new benefit amounts calculated by December 1 of

each year and limits new weekly benefit increases to once a year.

Requires the commissioner to report to the governor and legislature if the average

weekly wage decreases to the extent that an adjustment in benefit amounts is

necessary to administer the Ul Trust Fund.
Establishes a calculation procedure for determining the average weekly wage.
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Alaska Unemployment Insurance Tax System
the Basics

by James Wiison, Assistant Ul Actuary

An overview ofthe Ul Financing System.

Why do we have an Unemployment Insurance System?

The Unemployment Insurance System in the United States was created in the early 1930's, as America
was trying to recover from the great depression. It was felt that the country could no longer afford to
suffer through the normal economic "boom and bust" cycles that had existed for over a century. Our
political leaders wanted to control some of the factors which caused the crash cf 1929, as well as lessen
some ofthe economic impacts of normally occuring business downturns.

Does the Unemployment Insurance System help businesses?

The purpose ofthe Ul system is economic stability for both businesses and individuals. Although
benefits are paid to unemployed worl. -s, almost every dollar is quickly returned to the economy,
strengthening the business climate and stabilizing the work force needed by employers.

IsUI a National or State program?

Both. The Unemployment Insurance System was created as part ofthe 1935 Social Security Act.
However, each state administers its own program, approved by the U.S. Department of Labor. There are
a wide variety of state laws covering eligibility, benefits amounts, and financing. The law governing
Alaska's Ul program is the Employment Security Act (first enacted in 1937).

Is the Ul system financially sound?

Although bom of the Social Security Act, the Ul system does not have the financial uncertainties of the
social security system. By adhering to the insurance principle, the Ul System has maintained its financial
soundness. During the 1980's, several states depleted their trust funds because their financing systems
were not able to respond to the changing economy. Alaska's Ul system was able to weather the worst
recession in the state's history, which followed the 1986 oil price collapse.

Who pays for the cost of Alaska’s Ul benefits?
Employers and employees. Alaska is one of three states in which employees share the cost of benefits
paid. Currently, employers pay for 80% of the benefit costs and 20% is paid for by employees.

Where does the tax money go?
The employer and employee taxes, which are submitted each quarter, are deposited in the
Unemployment Insurance Trust fund. Tb; f rT . are held by the U.S. Treasury. Funds are drawn out

continuously as needed to pay for benefits.

How much of the trust fund is used for administrating the Ul program?
None. Tax receipts in the Ul Trust Fund are used only for the payment of benefits. The cost of
administrating Alaska's Ul program is paid for by a grant from the U.S. Department of Labor.

Do Alaska employers pay any federal Ul taxes?

Yes. Employers in every state pay FUTA (Federal Unemployment Tax Act) taxes. The FUTA tax rate is
6.2% on the first $7,000 ofeach employee's wages. However, there is also a 5.4% credit for
contributions to an approved state Ul program. Therefore, the effective FUTA tax rate is 0.8% of $7,000,
or a maximum of $56 per employee. A portion ofthe FUTA tax revenues is used to fund the

administrative grants for state Ul programs.

3/7/012:53 PM
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Is the FUTA tax rate a fair deal for Alaska?

In Federal Fiscal Year 1998, Alaska employers paid $13.1 million in FUTA taxes. Alaska received back
$20.0 million in Ul administrative grants and $8.1 million in Employment Security administrative grants
for atotal of $28.1 million, or 215% of FUTA paid in. That is a good deal for Alaska.

What if Alaska did not have an approved Ul program?

Employers would pay the full FUTA tax rate of6.2%, or up to $434 per employee, and receive no
economic benefit in return. Alaska would lose over $28 million a year in federal grant money. There
would be no benefit payments to Alaska workers.

How much is in the trust fund?
On September 30,2000, the Ul Trust Fund had a balance of $211 million.

What is the right amount of money to keep in the fund?
The goal of the Ul tax system is to keep the U trust fund solvent in order to pay benefits to eligible
claimants. The basic measure of solvency, the Ul Trust Fund Reserve Rate, is the relationship between

the level of fund reserves and the amount of total statewide payroll. Specifically:

Trust Fund Trust Fund Balance on September 30
Reserve =
Rate Total Payroll (of taxable employers)

in the last State Fiscal Year

The goal is to maintain a reserve rate between 3.0% and 3.2%. At this level, the fund is able to meet the
benefit demands of a severe economic recession (like 1986-1987). This level of reserve also keeps the

system from being over funded.

Does keeping a proper fund reserve help employer tax rates?

Yes. To maintain the solvency ofthe Ul trust fund, the tax system must cover the cost o f the benefits
being paid. The level of employer and employee contributions (taxes) is based on the Average Benefit
Cost Rare, the relationship between benefit costs and the total payroll of taxable employers. Data for
multiple years are used in the calculation of the Benefit Cost Rate, thereby "smoothing out" sudden
changes to the system and making the rate somewhat counter cyclical. Counter-cyclical financing allows
the fund to weather an economic slump, while resisting sudden changes in tax rates during a period of

high benefit demands.

How are the tax rates calculated?
There are three components in the Ul tax rale calculations:

1. Average Benefit Cost Rate (ABCR)
2. Employer's Experience Rating Factor
3. Trust Fund Solvency Adjustment Factor (TFSA)

The calculations of the employer and employee tax rates are:

« Employer Ul Tax Rate = (0.80 x ABCR x Experience Rating Factor) + TFSA
e Employee Ul Tax Rate = (0.20 x ABCR)

The tax rate is applied to a taxable wage base, which changes according to statewide average earnings.

For the actual 2001 tax rate calculations, see Tax Rate Calculations for 2001

3701 2:53 PM
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... Average Benefit Cost Rate (ABCR): Tax Calculation Component 1
The measure of the cost of benefits, the Average Benefit Cost Rate, is calculated as follows:

Cost of Benefits / Total Payroll (taxable firms)

in last 3 SFY's in first 3 of last 4 SFY's

Benefit Cost Rate —

Taxable Payroll / Total Payroll (taxable firms)

last SFY last SFY

Note: FY = State Fisal Year

... Employer's Experience Rating Factor: Tax Calculation Component 2
Experience rating systems classify employers based on their impact on the Ul trust fund. All states,
r "ept Alaska, have some form of “charge back" benefits financing system, in which employer

erience is measured by actual benefits paid, or some approximation o f actual benefits paid. Alaska
uoes the payroll decline quotient system. Instead oflooking at direct benefit costs, it measures changes
in individual employer payrolls over time as an approximation of benefit costs. Employers are ranked
according to their experience and assigned to one of the 21 rate classes. Each rate class carries an
experience rating factor, which is used in the calculation. See below for more details.

... Trust Fund Solvency Adjustment (TFSA): Tax Calculation Component 3
Sometimes tax rates based on the Average Benefit Cost Rate are not adequate to maintain the desired
trust fund reserve rate. The Trust Fund Solvency Adjustment is an adjunct to assist in this process. The
Trust Fund Solvency Adjustment (TFSA) is a surcharge, or credit, applied to employer tax rates,
according to statutory schedule, based on the trust fund reserve rate. The TFSA ranges from -0.4% to

1.1%. and can only change by 0.3% or less each year.

Is the payroll decline method of experience rating effective?

Alaska's payroll decline quotient system has proven its effectiveness and has advantages over other
direct "charge back" systems. Alaska's trust fund has remained solvent while many other states have
been forced to borrow from the federal goverment, with interest. Alaska's experience rating system is
much simplier and cheaper to administer than systems which are forced to track every dollar of benefits

paid back to an individual employer.

How are the experience rating factors calculated?

... Experience Rating: Three Classes of Employers

Alaska has three classes ofemployers in its experience rating system.

A-rated firms are those with at least 4 quarters of wage history, qualifying them for experience rating.
B-rated firms lack the wage history to qualify for experience rating and are assigned an industry

average tax rate.
C-ratcd firms are delinquent in filing quarterly reports, or paying of contributions, and are assigned the

maximum tax rate.

... Experience Rating: Ranking the A-rated firms

The experience factor assignment for A-rated firms begins with the calculation of the average payroll
decline quotient for the last 12 quarters. Firms are then ranked by the decline quotient. The ranking list is
then divided among 20 classes, with each containing approximately 5% o f the total statewide payroll.
Class 21 contains the final .01%. Each class is assigned a statutory experience factor.

3/7/01 2:53 PM
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What is the taxable wage base?

The Employer's (and employee's) tax rates are expressed as a percent of each worker's wages. The
amount of each worker's wages subject to Ul taxation is called the taxable wage base. The taxable wage
base is defined as 75% of the statewide average annual earnings ofworkers covered by the Ul program.
The taxable wage base lor 2001 is $25,500

Are there some employers who are not in tax system?

Some employers covered by the Ul system are not included in the tax system. These "reimbursable”
employers pay back the trust fund for the benefit costs of their former employees. Reimbursable
employers are generally large organizations with stable work forces, such as state and municipal
governments, but also include private non-profit organizations.

For further information contact: email thomas_wylie@labor.state.ak.us email
james_wilson@labor.state.ak.us

Retum tO ffMtepafe Emblo ment& Occupational Industry |WapesJ& mRegional
Research & Analysis ploy P Gast of

ltrits T+ y _Unemptoyp HirL  Information Information |'Timnn-L' Information®
Labor&Workforce Dev. CenS'V?"-  Population " UnfiTtd -Publications's'H
State.dfAlaska Information  Information  Related Sites
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Ul Benefit Recipients (instate) by Zip Code, SFY 1999

Zip Count
99501 816
99502 821
99503 1,070
99504 1,789
99505 58
99506 64
99507 1,404
99508 1,931
99509 288
99510 264
99511 199
99514 261
99515 920
99516 478
99517 845
99518 550
99519 26
99520 225
99521 191
99522 173
99523 246
99524 246
99540 15
99546 8
99547 4
99548 9
99549 7
99550 42
99551 42
99552 23
99553 29
99554 51
99555 7
99556 215
99557 63
99558 18
99559 370
99561 40
99563 89
99564 12
99565 1
99566 20
99567 456
99568 43
99569 6
99571 4
99572 46

99573 118



99574 305

99575 14
99576 178
99577 901
99578 26
99579 9
99580 10
99581 76
99583 6
99585 38
99586 77
99587 215
99588 96
99589 16
99590 14
99591 19
99602 36
99603 784
99604 97
99605 25
99606 33
99607 18
99608 2
99609 51
99610 217
99611 1,037
99612 90
99613 30
99614 70
99615 1,579
99620 61
99621 34
99622 34
99624 19
99625 14
99626 30
99627 57
99628 37
99630 52
99631 36
99632 105
99633 54
99634 49
99635 321
99636 14
99637 64
99638 1
99639 136
99640 16
99641 58
99643 9

99644 n



99645
99647
99648
99649
99650
99651
99652
99653
99654
99655
99657
99658
99659
99660
99661
99662
99663
99664
99665
99666
99667
99668
99669
99670
99671
99672
99674
99675
99676
99677
99678
99679
99680
99681
99682
99683
99684
99685
99686
99687
99688
99689
99690
99691
99692
99693
99694
99695
99697
99701
99702
99703

1,356

51

245

1,048
62
36
51
44
41
92
37
33

628

15

1,150
30
57

274
120

161

39
24
35
27
34
72
61
43
324
1,567
183
105
17
10
221
23
48

1,229
62
97



99704
99705
99706
99707
99708
99709
99710
99711
99712
99714
99716
99720
99721
99722
99723
99724
99725
99726
99727
99729
99730
99732
99733
99734
99/ 06
99737
99738
99739
99740
99741
99742
99743
99744
99745
99746
99747
99748
99749
99750
99751
99752
99753
99754
99755
99756
99757
99758
99759
99750
99761
99762
99763

980
138
635
598
943
152
166
348
77
44
27
33
28
227

61

42
34
19

15

17
207
26
40
73
46
52
105
19
10
42
22
34
37
40
14
188
48

64
17

16

80
65
257
45



99764 44

99765 40
99766 87
99767 16
99768 28
99769 69
99770 72
99771 38
99772 81
99773 29
99774 12
99775 16
99776 u
99777 35
99778 30
99779 5
99780 222
99781 35
99782 22
99783 22
99784 10
99785 43
99786 23
99788 8
99789 16
99790 4
99791 16
99801 1,110
99802 320
99803 329
99806 1
99820 79
99821 59
99824 136
99825 2
99826 17
99827 294
99829 193
99830 181
99832 21
99833 30"
99835 574
99836 5
99840 134
99841 n
99850 36
99901 1,096
99903 1
99917 1
99918 68
99919 109

99921 323



99922 64

99923 13
99924 1
99925 127
99926 269
99927 6
99928 166
99929 240
99950 57
Total 45,267

Alaska Department of Labor & Workforce Development
Research and analysis Section

Ul Claimant Characteristic Data File for SFY 1999
Record Select: Office > 0000 and ZIP > 99500

File: JRW C:\work\99zipcnt.xls



Ul Benefit Payments (instate) by Zip Code, SFY 1999

Zip Regular EB SSB Total
99501 $1,541,406 $75,638 $3,301 $1,620,345
99502 1,946,611 106,007 848 2,053,466
99503 2,222,492 135,626 1,196 2,359,314
99504 3,879,138 180,669 4,078 4,063,885
99505 144,255 8,222 0 152,477
99506 132,856 6,844 0 139,700
99507 3,213,900 177,227 1,568 3,392,695
99508 4,054,568 234,257 4,840 4,293,665
99509 605,831 32,062 0 637,893
99510 496,760 18,539 898 516,197
99511 506,735 24,554 0 531,289
99514 538,791 27,624 46 566,461
99515 2,149,814 100,653 108 2,250,575
99516 1,073,639 49,457 0 1,123,096
99517 1,832,073 115,839 0 1,947,912
99518 1,343,535 78,048 0 1,421,583
99519 68,360 1,930 0 70,290
99520 489,637 12,923 0 502,560
99521 421,960 18,536 200 440,696
99522 404,457 31,343 1,104 436,904
99523 562,653 26,967 122 589,742
99524 542,700 36,075 540 579,315
99540 25,933 1,744 0 2.7,677
99546 25,198 0 0 25,198
99547 7,021 0 0 7,021
99548 12,318 774 0 13,092
99549 11,107 0 0 11,107
99550 99,902 9,848 0 109,750
99551 83,813 5,466 1,064 90,343
99552 44,189 446 0 44,635
99553 40,622 0 0 40,622
99554 103,733 5,042 120 108,895
99555 10,734 0 0 10,734
99556 497,790 34,352 690 532,832
99557 155,304 13,976 0 169,280
99558 43,332 5,756 0 49,088
99559 692,259 42,957 2,624 737,840
99561 53,865 3,883 0 57,748
99563 178,289 19,228 1,496 199,013
99564 21,969 1,008 0 22,977
99565 2,240 0 0 2,240
99566 50,654 7,168 0 57,822
99567 1,025,933 40,011 138 1,066,082
99568 101,484 7,671 0 109,155
99J69 12,340 1,782 0 14,122
99571 10,956 0 0 10,956
99572 87,321 6,338 0 93,659

99573 283,609 37,947 544 322,100
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99645
99647
99648
99649
99650
99651
99652
99653
99654
99655
99657
99658
99659
99660
99661
99662
99663
99664
99665
99666
99667
99668
99669
99670
99671
99672
99674
99675
99676
99677
99678
99679
99680
99681
99682
99683
99684
99685
99686
99687
99688
99689
99690
99691
99692
99693
99694
99695
99697
99701
99702
99703

3,197,601
1,132
14,486
15,149
118,689
1,019
590,899
12,012
2,541,491
102,608
62,342
104,043
79,330
75,303
178,350
58,899
55,524
1,380,750
2,088
17,619
5,282
9,272
2,680,420
58,859
117,182
665,440
300,312
7,456
341,755
5,232
71,238
39,533
44,507
42,235
97,881
178,769
137,865
80,609
734,251
3,761,051
456,503
231,893
20,750
31,998
388,700
47,489
111,436
15,260
8,004
2,615,632
105,032
230,526

180,701
164

1,118
11,133

38,813
975
154,900
4,382
4,212
5,611
2,846
1,744
3,090
384
4,244
96,060
232

0

0

0
196,419
4,918
7,224
39,600
12,692
0
34,530
2,040
3,958
176
4,347
7,340
8,386
19,933
12,632
732
41,653
229,807
43,334
19,334
494

70
8,018
1,575
7,004

0

220
177,826
3,344
15,644
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3,379,000
1,296
14,486
16,267
131,454
1,019
630,528
12,987
2,697,643
108,140
66,598
110,422
82,906
77,047
181,944
60,051
59,768
1,478,019
2,320
17,619
5,282
9,272
2,880,550
63,777
124,406
707,965
313,004
7,456
377,027
7,272
/7.820
39,709
48,854
49,701
106,267
198,702
150,833
81,341
776,666
3,995,818
500,205
251,227
21,244
32,068
396,718
49,064
118,530
15,260
8,224
2,796,392
108,376
246,170



99704
99705
99706
99707
99708
99709
99710
99711
99712
99714
99716
99720
99721
99722
99723
99724
99725
99726
99727
99729
99730
99732
99733
99734
99736
99737
99738
99739
99740
99741
99742
99743
99744
99745
99746
99747
99748
99749
99750
99751
99752
99753
99754
99755
99756
99757
99758
99759
99760
99761
99762
99763

7,869
2,567,898
319,522
1,528,572
1,397,503
2,271,205
375,399
378,496
804,502
195,172
100,255
81,282
117,635
57,139
591,891
25,856
179,126
11,686
94,538
74,241
38,745
3,218
30,084
16,448
30,483
525,251
79,383
89,942
170,085
111,148
109,724
244,770
41,913
21,518
107,925
60,613
64,650
95,259
82,181
21,686
447,117
109,210
22,456
141,750
44,591
9,006
28,777
20,412
200,995
168,145
706,604
92,760

0
152,656
14,061
109,595
88,150
133,665
18,135
38,863
37,510
10,696
11,951
8,458
13,591
9,521
33,692
2,072
8,367
0
2,005
4,866
7,570
424
2,748
3,884
2,038
41,129
5,819
7,048
19,059
7,154
9,207
16,474
2,726
1,728
13,477
2,162
1,248
2,801
11,604
0
21,081
13,837
1,278
20,397
3,948
0
4,122
2,568
14,462
24,161
60,251
13,648

752

966
1,232
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1,064
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7,869
2,720,554
334,335
1,638,167
1,486,619
2,406,102
393,534
418,031
843,076
205,870
112,206
89,786
131,226
66,660
625,583
27,928
187,493
11,686
96,543
79,107
46,315
3,642
32,832
20,332
32,521
567,628
85,202
96,990
189,144
118,302
118,931
261,244
44,639
23,246
121,402
62,775
66,050
98,375
95,977
21,686
468,198
123,047
23,734
162,147
48,539
9,006
32,899
22,980
215,457
192,306
766,855
107,400



99764
99765
99766
99767
99768
99769
99770
99771
99772
99773
99774
99775
99776
99777
99778
99779
99780
99781
99782
99783
99784
99785
99786
99788
99789
99790
99791
99801
99802
99803
99806
99820
99821
99824
99825
99826
99827
99829
99830
99832
99833
99835
99836
99840
99841
99850
99901
99903
99917
99918
99919
99921

97,561
108,747
°05,417

42,559

65,772
154,947
178,298

74,851
177,266

63,708

20,412

26,260

30,496

86,153

62,325

16,254
553,871

50,518

64,344

42,091

12,715

75,419

63,065

9,057

30,300

8,289
39,611
2,423,271
723,231
753,833
3,662
158,587
148,206
282,002
4,090
107,164
683,669
482,118
502,556

40,356

698,627

1,173,214
8,216
315,660
19,303
94,886
2,426,593
2,400
328
231,867
253,540
842,241

9,052
5,480
3,796
3,602
8,619
12,672
8,796
3,649
17,979
7,968
856

6,822
6,017
1,895
2,928
37,943
2,792
7,816
3,402
410
6,038
8,582
1,224
250
520
1,316
114,977
49,575
51,036

16,262
3,029
11,048
725
5,688
38,174
21,480
22,086
5,574
28,470
42,509
648
16,247
122
5,576
148,083

4,056
9,617
26,818
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106,613
114,531
209,213
46,248
74,391
168,179
187,366
79,252
196,523
71,676
21,268
26,260
37,318
92,954
64,220
19,182
591,814
54,534
72,160
45,493
13,125
81,457
71,647
10,281
30,550
8,809
40,927
2,538,636
773,926
804,869
3,662
176,273
151,235
293,050
4,815
112,852
722,639
504,382
525,570
45,930
727,097
1,215,857
10,240
332,707
19,625
100,462
2,577,162
2,400
328
236,199
263,289
869,059



99922
99923
99924
99925
99926
99927
99928
99929
99950

Total

177,587
24,286
0
274,723
578,614
14,993
437,003
542,667
143,809

1,802
5,621
116
11,644
48,200
656
32,046
19,133
8,024

o O o

384
2,320
0

0

710
100

$101,763,794 $6,018,882 $111,753

179,389
29,907
116
286,751
629,134
15,649
469,049
562,510
151,933

$107,894,429

Source: Alaska Department of Labor & Workforce Development

Research and analysis Section

Ul Claimant Characteristic Data File for SFY 1999

Record Select: Offfice > 0000 and ZIP > 99500

File: JRW C:/work/99zippay.xls



In 35 states the maximum weekly benefit amount (Max WBA)
is set as percentage of the state average weekly wage (AWW).

2000
Current Percent
Max of the
State WBA AWW
Arkansas $309 66.67
Colorado 307 55
Connecticut 382 60
Dist. of Columbia 309 50
Hawaii 371 70
Idaho 282 60
lllinois 296 49.5
lowa 263 53
Kansas 292 60
Kentucky 316 62
Louisiana 258 66.67
Maine 227 52
Massachusetts 431 57.5
Michigan 300 Not Avail
Minnesota 331 Not Avail
Montana 254 60
Nevada 282 50
New Jersey 429 56.67
New Mexico 254 52.5
North Carolina 356 66.67
North Dakota 271 65
Ohio 289 Not Avail
Oklahoma 262 Not Avail
Oregon 360 64
Pennsylvania 408 66.67
Puerto Rico 133 50
Rhode Island 383 67
South Carolina 248 66.67
South Dakota 214 50
Utah 309 60
Vermont 287 Not Avail
Virgin Islands 331 65
Washington 478 70
West Virginia 318 66.67
Wyoming 261 55

Source: Highlights of State Unemployment Compensation Laws, january 2000.
National Foundation for Unemployment Compensation & Workers’ Compensation
Washington State data revised July 1 2000.



S tate

Dist. of Col.
Connecticut
New York
New Jersey
Massachusetts
California
lllinois
Michigan
Washington
Delaware
Colorado
Maryland
Minnesota
Alaska
Texas
Pennsylvania
Virginia
Georgia

New Hampshire
Ohio

Nevada
Rhode Island
Oregon
Arizona
Indiana
Missouri
Wisconsin
North Carolina
Tennessee
Hawaii
Florida
Kansas
Alabama
Kentucky
Utah
Vermont
Louisiana
South Carolina
lowa

Maine
Nebraska
Idaho

New Mexico
West Virginia
Wyoming
Oklahoma
Arkansas
Mississippi
North Dakota
South Dakota
Montana

A verage

1999

W eekly W age

600

Com parison

i in are
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300

Souioe: Alaska Deptof Labor & Workforce Development
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Federal Wage Replacement Comparison, CY 1999
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Alaska’'s Maximum W eekly Benefit Am ount

compared with 50% Average W eekly Earnings

Dollars

"M ax Benefit

050% Earnings

80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 0 1

Source: Alaska Department of Labor & Workforce Development



N umber of two dollar increases in Calculation of

50% Average W eekly Earnings

Dollars

350

90 91 92 93 94 95 9 97 98 99 0

Source: Alaska Department of Labor & Workforce Development
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Tony Knowles, Governor

1111 8lh Street, Suite 210
PO Box 25509

Department of Labor and Workforce Development Juneau, AK 99802-5509
PHONE: (907)465-2712
FAX: (907) 465-4537

Employ merit Security Division
Director”s Office

March 15, 2001

The Honorable Lisa Murkowski

Chair, House Labor & Commerce Committee
House of Representatives

Alaska State Legislature

State Capitol Building, Room 408

Juneau, AK 99801-1182

Dear Representative Murkowski:

I would first like to thank you for allpwing us to appear before your committee last Friday, March
9"1 to present information relating to House Bill 58. | sincerely hope that we were able to shed
some light on the proposed legislation and its impacts - at times the subject area can seem so
complex that it is hard not to "muddy the waters."

In the enclosed documents we have attempted to respond to the questions and issues raised by the
Committee during the March 91 hearing.

I hope that this information is helpful to the committee in its deliberations, and | look forward to the
opportunity to answer any other questions regarding this important program you or your committee
members may have.

Sincerely,

Ronald E Hull
Acting Director

REH:yd
Enclosures
cc Ed Flanagan, Commissioner, Dept, of Labor & Workforce Development
Rebecca Nance Gamez, Deputy Commissioner, Dept, of Labor & Workforce
Development
Representative Andrew Halcro
Representative Pete Kott
Representative Norman Rokeberg
Representative Kevin Meyer
Representative Harry Crawford
Represenative Joe Hayes



Enclosure #1

Answers to House Labor & Commerce Committee Questions
of March 9, 2001

Basic Eligibility:

In general terms, an individual is eligible for unemployment benefits ifthey work in
covered employment and earn qualifying wages during a specified base period. The
main purpose of unemployment insurance (Ul) is to provide temporary, partial wage
replacement forworkers who are willing and able to return to full-time work.

The following actions by a worker will result in disquaiification from receiving benefits
and are designed to discourage a person from causing their own unemployment inthe
hope of drawing benefits:

e Voluntary leaving work without good cause
e Discharge for misconduct connected with the work (a more severe disqualification
is imposed forworkers discharged for commission of a theft or felony related to the

Jjob)
e Refusal of suitable work

In addition, the following circumstances may result in disqualifications for each week
impacted by the circumstance:

e Unable towork

e Not av “able to seek or accept full-time work

e Participation ina labor dispute

e Receipt of disqualifying income

e Making fraudulent claims (in addition to disqualifying each week claimed through
misrepresentation, an additional sixweeks disqualification is imposed foreach of
these fraudulently claimed weeks)

Fora general discussion of the basis for issues of eligibility in the Unemployment
Insurance system nationwide, please refer to the attached Background of Issues in the
Unemployment Insurance Program in the United States produced by USDOL (enclosure

2).
Disqualification for Separations from Employment:

Every state disqualifies individuals who bring about their own unemployment through
"voluntarily leaving work without §ood cause =or being “discharged for misconduct in

connection with the work."



The folloving states disqualify or postpone benefits for a fixed or variable number of
weeks, depending on the circumstances of the case:

m  Voluntary leaving without good cause: Alaska, Colorado, Maryland, and Nebraska

m  Discharge for misconduct: Alabama, Alaska, Arkansas, Colorado, District of
Columbia, Florida, Maryland, Missouri, Nebraska, New Jersey, South Carolina,
Vermont, and West Virginia.

The argument supporting temporary disoualification or postponement of benefits after a
work separation isthat, as time passes, labor market conditions exert an increasing
influence on the reason for a worker"s antir. jed unemployment. At some point, the
controlling factor in the workers on-going unemployment becomes the lack ofwork
available rather than the disgualifying action that inrtiated his unemployment.

Previous Alaska legislatures have apparently subscribed to this view of "matching the
penalty to the crime.” Clearly, a worker who leaves work m August s responsible for his
condition of being unemployed for some period of time and, should not, within the intent
of the program, be entitled to berefits. However, for many of these workers,
unemployment in October would be an inevitable result of the work season shutting
down, regardless of actions the worker took nAugust. As the labor market conditions
are then the predominant factor in the workers unemployment, the continuation of a
disgualification forthe prior separation could be seen as punitive beyond the ‘damage”
done by that cortrollable action.

In drafting our statute, these legislatures held trat, inAlaska, those who are found to
have become unemployed for reasons within their control (erther having keftwork
without "'good cause’ or having been discharged forwork-related misconduct) should be
disgualified for a six-week period. Inaddition, the maximum amount that these workers
could receive from thelr claims is reduced by three times theirweekly benefit amount.
Further, they are held, by federal law, to be ireligible for an extension on their claim
should they exhaust treir entitlement during a time that federal Extended Benefits are

payable inAlaska.

Basic Ul Facts:

Max imum Potertial 26 weeks
Duration - Alaska

Maximum Potential 39 weeks
Duration w/ Extended

Benefits - Alaska

Average Duration - 15 weeks
Nationally

Average Duration - 14 .9 weeks
Alaska

Page 2 of 5



Interstate Facts:

Whi le the percentage of total unemployment insurance dollars paid toworkers livirg
outside the state has declined from weil over 20 percent to less than 18 percent, there
remains a natural concern over these dollars leaving the state. This concern has
existed since the early days of the program.

In fact, Alaska at one time paid a substantially reduced benefit amount to workers out of
state than was made available toworkers who remained inthe state. Alaska enacted
laws In 1955 and 1960 to reduce the max imum weekly benefit amount paid to claimants
who were outside of Alaska. In 1972, Congress decided the practice was discriminatory
1o the rigtts of workers to move from state to state seeking employment. The practice
was discontinued to avoid serious sanctions against our program.

Claimants who file for benefits from Alaska while residing elsewhere are instructed to
register with their local union or nearest Employment Service, advised that they must
conform to local labor market conditions, and be willing to seek and accept full-tine
employment intheir area of residence.

Seasonality ofAlaska Employment:

According to the 1999 Nonresident Worker Report, an average of 20.95 percent of
private sector workers were nonresident in 1999, but the nonresident rates varying

widely by industry.

The enclosed excerpt from the 1999 Nonresident Worker Report (enclosure 3) indicates
the percentage of nonresident workers by industry and illustrates a decline n
nonresident workers inthe food processing indstry. This industry grouping, primarily
representing the seafood industry, has a workforce that isover 70 percent nonresident.
A major portion (approximately 70 percent) of the 17.7 percent of claimants receiving Ul
benefits from Alaska while residing outside of the state come from such highly seasonal
industries. (Charts 1, 2, and 3 enclosed provide information on the distribution of
Interstate claimants by industry and a comparison of “in-statelland ‘out-of-state’ Ul

dollars paid by industry.)

In gereral, our economists feel that there isa very strong correlation between the
percentage of nonresident workers inan industry and the seasonality of such
employment.

In Anchorage, which has one of the most stable annual economies inthe state:

e employment inCY 2000 varied from a summer peak of 137,000 toa low inthe
winter months of 128,000 workers - a seasonal variation of 9 percent;

Page 3 of 5



= the construction industry dropped from a summer high of 9,200 workers to a winter
low 0of 6,000 - a seasonal variation of nearly 35 percent; and

= the hotel industry, heavily reliant on tourism, dropped from a seasonal high of 3,700
workers to 2,700 - a 27 percent declire.

Agent Interstate Claim Facts:

Limited data isavailable for claims filed from Alaska against the Ul programs of other
states (known as ‘Agent Interstate Claims'). Alaska receives a weekly activity report on
the numbers of such claims filked, but no report currently compiles data on a larger
scale. (This information s used to aid the states in accurately providing USDOL with
counts of “first time”’and on-going benefit claims on a weekly basis - one of the most
heavily relied upon national economic indicators.) Because of the narrow usage for
which this data s intended, the state being filedagai ktisnot an information element
that we are provided.

A report issued by the Bureau of Labor Statistics for the period 7/1/98 -6/30/99
indicates:

e 2,596 unemployed workers Iimirg inAlaska filed claims against the Ul programs of
other states. (As compared t 10,119 claims filed against Alaska by those Iimirg
outside the state. This represents .05 percent of the total Ul population inAlaska for

the same period.

Whi le workers with claims against other states are not asked to participate in Profiling
Services, they are registered with the Employment Service office nearest to their

residence.
Ul for Unemployment Civilian Workers and BEx-Military:

e A total of $3,165,472 or .02 percent of total Ul paid by Alaska for 1999 was paid t
unemployed federal civilian workers.

e The federal government reimburses 100 percent of these benefits to the state Trust
Fund account.

< A total of $1,186,710 or .009 percent of total Ul paid by Alaska for 1999 was paid to
ex-military personnel .

e The federal government reimburses 100 percent of these benefits to the state Trust
Fund account.

Page 4 of 5



Charts:

Charts 1-3 - Provide information on the distribution of Interstate claimants by industry
and a comparison of instate and out-of-state Ul dollars paid by industry.

Chart 4 - Estimated Maximum per Employee increase intaxes for the average
employer as the Tull effect of the increased benefit costs impact the tax rate calculation

over a five year period.

Chart 5 - Comparison of Maximum Weekly Benefit Amounts by state

Page 50f5



Enclosure /2

Background of Issues in the Unemployment Insurance

Program in the United States

Introduction

In the American society, the dignity of man has often been related to that which he could gain
by the “sweat of his brow.” When a man was not gainfully employed, his dignity, and often times
his survival, depended on the benevolence of his employer or some other individual or group. Only
recently has western man placed emphasis on the right to dignity as well as survival.

But the principles underlying this work ethic cast a stigma on any system which would pro-
tect the unemployed. Unemployment was viewed as be. Ig synonymous with incompetence and with
incompetent people who needed to be cared for through welfare.

The disastrous economic crisis of 1929 clearly demonstratedthe inadequacies of a labor mar-
ket built solely on supply and demand. As a result of this crisis, and the ensuing millions of unem-
ployed people, the premise that gainful employment was available to all who would work was

challenged.

The unemployment insurance program was designed to provide survival with dignity for peo-
ple who became unemployed. As such the program included social objectives along with insurance
characteristics. To maintain the features of an insurance program, the unemployed person could
not be subjected to a test of economic need. The payment of unemployment benefits has a sec-
ondary effect of maintaining purchasing power. When many people in a community are unem-
ployed, their unemployment is a hazard to the well-being of the society.

~ The unemployment insurance program provides payments to  workers,who are unemployed
without fault of their own. In order to accomplish this objective, a critical detailed inquiry into

three areas is required.

Three Key Questions

Does the claimant's past record of employment qualify him as a worker? Is the claimant un-
employed? Is the claimant's unemployment with fault or without fault? The terminology fault
versus without fault used herein implies no moral judgment but relates to the degree of control
expected of a worker. It should be noted that the use of the words "fault" and “without fault"
does not imply that a determination is made on this basis. Rather, the determination as to whether
a worker is eligible for benefits is accomplished by applying the eligibility and disqualification pro-

visions of the state statutes.

In determining fault, three sub-areas are examined: 1) What was the reason for the claim-
ant’s separation from work? 2) Is he able to work, available for work and following a reasonable
course to reemployment? 3) Has he refused to become reemployed when suitable work became

available?



What was included in the unemployment insurance program in this coun-
try and what has motivated its development still reflects the philosophy that
a person must work to enjoy the benefits of the industrial society and that
monetary benefits are paid only to workers who are willing to work when rea-
sonably possible. Consequently, unemployment insurance provides benefits to
unemployed workers who have established their right to protection.

An insurance program designed to protect against the risk of unemploy-
ment naturally would insure unemployed workers. The first task then is to
define who qualifies as a worker. A worker is an individual who has been a
part of the regular working force. Early distinction was made between the
self-employed worker who controls his own destiny and workers who accept
direction and control from another — that is, the entrepreneur and the wage
earner. Generally, the self-employed worker was not included in the insured
worker group. An exception to this rule is found in the California law. This
exception permits an employer to request coverage of his own services.

Early legislation provided that a simple declaration by the individual that
he was a worker was not sufficient to establish that he was a worker. Worker
status applied only to those who recently had substantial employment.

The amount of employment required to demonstrate that an individual
is a worker differs in the various state laws. All states have set up “base pe-
riods" and require certain minimum amounts of earnings or weeks of employ-
ment to determine those who meet the definition of eligible worker. These
base periods and minimum earnings are designed to provide an identification
of those individuals who are currently members of the labor force and are
most likely to return to work. In the process of defining who is an insurable
worker, certain political or practical considerations caused the exclusion of
various groups; notably, government workers, agricultural workers, domestic
workers in private homes and employees in non-profit organizations. Some of
these groups have subsequently been added

Most unemployment insurance laws provide that a worker is totally un-
employed if he is not performing a service and if no remuneration is due him.
Unemployment may occur even though the worker still maintains an employ-
ment relationship with the employer, for example, in a situation where an in-
dividual is on a leave of absence. However, when the maintenance of the rela-
tionship results in the performance of a service, the worker is no longer un-

employed.

The term "unemployed” also may include partial unemployment or less
than full-time work. Each state law provides specific earnings and hourly lim-
itations for determining when a person is partially unemployed. Generally,
the amount of earnings in part-time work which leaves the worker insurably
unemployed is proportionate to the amount of the worker’s full unemploy-
ment insurance weekly benefit payment.



WITHOUT FAULT After it has been assessed that a claimant qualifies as a worker and that

VS. FAULT his work attachment qualifies him as being unemployed, the remaining test is
applied to identify those claimants who are entitled to benefits. This test is

mdesigned to determine which workers are unemployed through no fault of
their own. These individuals are entitled to benefits. Fault on the part of the
unemployed worker is found when he does not:

1) remain in employment when he would reasonably be expected to do
so (Reason for Separation)

2) conduct himself in a way that would logically result in his begin-
ning suitable work at the earliest possible time (Able and Available)

3) Dbegin employment when he reasonably would be expected to do so
(Refusal of Suitable Work)

Fault in the American Unemployment Insurance system is related to cir-
cumstances within the control of the worker and without fault is related to
circumstances outside the control of the worker. The terms "fault” and "with-
out fault” are generalized concepts. Determining which workers are unem-
ployed without fault is accomplished by applying the eligibility and disquali-
fication provisions of the various state laws. The provisions for determining
when fault exists vary greatly among the states, but certain similarities
exists in the laws. Generally, to be without fault a worker is expected to
1) remain employed or begin work under conditions that would be accept-
able to a reasonable person, and 2) exhibit a certain degree of readiness to
work, that is, he must be available for work.

The first point to consider is did the worker remain employed when he
would reasonably be expected to do so? This is consistent with the idea that
a person is expected to work in the industrial society. To consider this point,
the reason foi separation is examined.

No questions of fault occur when a worker is laid off due to lack of work, for
example, when a job is abolished, a plant is shut down, or there is insufficient
work. But, other reasons for separation lead to the need for adjudications.
These include: volm .ary leaving or quoting, discharge for misconduct and

labor disputes.

If it is found that a disqualification is to be applied, in most states the
period of disqualification created by any of the separation from work issues
Is designed to cover the time that the worker normally would be unemployed
after causing his own unemployment. This unemployment period is usually-
held to be the average amount of time that a worker requires to obtain suit-
able work. Theoretically, at least, a worker who creates his own unemploy-
ment through an act within his control becomes unemployed without fault
after a period of time that a person would normally be expected to need to
find work. In states which provide disqualification periods which extend be-
yond the period of time that a person is normally expected to need in order to
find work, the disqualification is in the nature of a penalty for the act which
caused his unemployment.

Now, a look at the issue of voluntary leaving or quitting. When is a
worker unemployed without fault after quitting his work? There are two
points of examination necessary to answer this question — the individual



