November 28, 1997

NEW AND AMENDED REGULATIONS

OnOctober 12, 1997, new regulationsin Title 8 of the Alaska Administrative Code went into effect for the Employment Secu-
rity Division, AlaskaDepartment of Labor. The new regulationsthat pertainto Employment Security Tax areexplained below:

8AAC 85.260 - Bonding or Other Security Requirement for Reimbursable Employers
This regulation changesthe bonding or other security requirement for nonprofit organizationsthat are using the reimburs-
able payment method. A reimbursablenonprofit organizationisonethat electsto reimbursethe Ul trust fund for benefitspaid
toitsemployees. Thenew minimum security requirement amount for nonprofit organizationsis $10,000, OR whichever islarger
of the $10,000 minimum, OR one percent of total wagespaid inthefour caendar quartersimmediately preceding the effective
date of the reimbursable election (the date the nonprofit organization elected to use the reimbursable payment method).

The new regulation providesthat only government entitiesmay request awaiver of thebond. A waiver isgranted only if the
governmental entity isnot delinquent in payments, and their paymentsdo not appear to bein jeopardy.

L etters have been mailed to al affected non-governmenta reimbursable employers explaining the changes. If you areanon-
governmenta reimbursable employer and have not yet received aletter, please call Greg Scott, Employer Accounts Supervisor,
inJuneau at 907-465-5910.

8AAC 85.295 - Contribution Ratesfor Delinquent Employer Accounts
This new regulation defines a delinquent employer asonewho, asof September 1, has not filed aquarterly tax report or owes
$100 in contributions, pendlties, or interest through the June 30 rate computation date. A ddlinquent employer isindigiblefor a
rate determination, and asa pendlty isassigned the highest rate. However, if the delinquent employer iscurrent with payments
under aDeferred Payment Contract, the employer will not be penalty rated. If the employer defaults onthe Deferred Payment
Contract, the highest rate will be assgned.

8 AAC 85.450 (a),(c) - Reconsideration of Tax Rate or Coverage Determination
Thisregulation changesthetime period an employer hasto request aredetermination or an appedl of atax rate. Theprevious
timelimit was 15 days. Thenewtimelimitis30 daysafter therate or determination noticeis mailed to the employer’slast
address of record.

1998 CONTRIBUTION RATES

Beonthelookout for notice of your new 1998 tax rate, which will be mailed on December 1, 1997. The employer’sportion of
the new tax ratesfor 1998 rangesfrom 1.0% to 5.4%. Theemployee'sportionis.56%, making the combined total for 1998
range from 1.56% to 5.96%. Thetaxablewagebasefor 1998 is$24,100.

I mportant Note: Please take amoment to examineyour rate notice carefully. Listed onthereverse sideareyour apped rights.
If you disagree with your assigned rate, you have 30 daysfromthe mailing date of therate notice to appedl.



WHAT ARE TOTAL REPORTABLE WAGES?

With theincrease in employers offering many different employee retirement and benefit plans, the definition of total grosswages
haschanged. We have listed sometipsthat may help you in knowing what isand what isnot reportable for ES Tax purposes.
Also, we have replaced theterm “total grosswages’ with the more accurate*” total reportablewages’ onthe Quarterly
Contribution Report form.

¢ Do not include theamount paid into aqualified retirement plan by either the employer or the employeeintotal
reportable wages. (See below to order brochure which providesamore detailed explanation.)
+ Most Section 125 Cafeteria Plan benefits are also not taxable and would not be included intotal reportable
wages. However, there are benefitsthat should beincluded inreportable and taxable wages, and the more
common of these are dependent care, cash, and alega plan. (Seebelow to order brochurewhich providesa
more detailed explanation.)
+ Effective January 1, 1998, al allowances, such ascar and tool allowances, that are not accounted for areaso
reportable - see our next topic.

REIMBURSEMENT FOR EXPENSES vs. ALLOWANCE

Effective January 1, 1998, an alowance paid for expenses must have an accounting to be excluded fromthe defini-
tion of wages. Reimbursement for expensesincurred in the performance of dutiesis not wages. However, tobe
consdered areimbursement for expenses, the employer must maintain, and have availablefor review, evidence that reimburse-
ment reflectsthe actual expensesincurred by the employee. Expensesthat are accounted for and for which reimbursement is
made are not wages and arenot reportableto ES Tax.

Example: An auto alowance based on the broadly accepted | RS standard of “X” cents/milewould be considered actual ex-
penses, provided the employer maintained evidence (such asamileagelog) that the employee used the auto in the performance
of duties. However, aflat auto alowance of $500 per month with no backup and no accounting would be considered wages
and should beincluded intotal reportable wages.

ELECTRONIC REPORTING OF WAGES !

We can accommodate severd different formatsfor your electronic reporting of wages. Wewill accept ninetrack tapeeither
round or cartridge, or 3%2” IBM formatted diskettes. Please contact usfor details.

¢ E-MAIL usat: Margie Mederos@labor.state.ak.us

¢ Or cal Margie Medeiros @ 907-465-2758

Thetext of our flyer entitled, “Information and Definitions on Section 125 Cafeteria Plansand Retirement Plans,” canbeac-
cessed onthelnternet inour formsdirectory at: http://www.state.ak.ug/local/akpages/L ABOR/estax/forms, or you can clip and
returnthiscoupon for your free copy of theflyer.
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