ARIZONA HOUSE OF REPRESENTATIVES
Fifty-first Legislature — First Regular Session

COMMITTEE ON INSURANCE AND RETIREMENT
Minutes of Meeting

Tuesday, March 5, 2013
House Hearing Room 3 -- 2:00 p.m.

Chairman Lovas called the meeting to order at 2:55 p.m. and attendance was noted by the
secretary.

M ember s Present
Mr. Livingston Mr. Robson Mr. Allen, Vice-Chairman
Ms. McCune Davis Ms. Steele Mr. Lovas, Chairman
Mr. Mendez Ms. Townsend

Members Absent

None

Committee Action

SB1369 — DP (5-3-0-0)

CONSIDERATION OFBILLS

SB1369 — unemployment insurance; reimbursable employers— DO PASS

Vice-Chairman Allen moved that SB1369 do pass.

Jeanine Jones, Staff Attorney/Majority Research Analyst, explained that SB1369 applies
provisions governing unemployment insurance employer accounts to nonprofits, state and local
governments (Attachment 1).

Senator Gail Griffin, sponsor, related that nonprofit Natural Resource Conservation Districts
(NRCD) operate in Arizona. At one facility, a secretary was hired, turned in a written
resignation, moved out of state voluntarily and obtained a job. She decided to move back to
Arizona and obtained a job, but she was dismissed and filed unemployment. The NRCD where
she voluntarily left ended up paying her unemployment benefits. Thisbill takes care of that type
of situation. In response to questions, Senator Griffin indicated that she does not know how often
this occurs, but the secretary had the number of hours required for unemployment, which fell to
the NRCD. The NRCD now contracts for secretaries and will no longer hire someone as long as
the current law exists.
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Chairman Lovas announced the names of those who signed up as neutral on SB1369 but did not
speak:
Leonard Clark, representing self

Ms. McCune Davis surmised that when the individual was dismissed from her job, she was
eligible for unemployment, but she did not have enough hours to be eligible for unemployment
with the most recent employer, so it fell to the previous employer, which is the current process.
She asked who will pay the secretary’s unemployment insurance if the employer who did not
dismiss the secretary does not pay. She noted that SB1369 does not qualify an individual from
receiving unemployment; it simply changes the mechanism by which the funds are drawn.

Kathy Ber, Director of Legislative Services, Department of Economic Security (DES), neutral on
SB1369, stated that the bill does not change someone's eligibility for unemployment insurance,
which is based on their last employment, the amount of time employed and wages. Currently,
regular employers pay taxes on the first $7,000 of wages for each employee, which automatically
goes into the Paid Unemployment Insurance Trust Fund. There is a small category of
reimbursement employers, which includes nonprofits, that can choose to be a reimbursement
employer and not pay the $7,000 tax on wages but reimburse the Trust Fund for any benefits for
former employees. In the scenario presented, the unemployment benefit will come out of the
Trust Fund.

Ms. McCune Davis stated that a nonprofit organization has the option to become a
reimbursement employer, which means it will be reimbursed when there is a charge against their
account. In the case of the NRCD, that charge will be forgiven because the NRCD was not the
dismissing employer, which is a fundamental change to the current system. If the Trust Fund
remains healthy, there will not be a problem, but if the Trust Fund recedes, all employers will be
assessed to make up the balance in the Trust Fund.

Question was called on the motion that SB1369 do pass. The motion
carried by aroll call vote of 5-3-0-0 (Attachment 2).

Without objection, the meeting adjourned at 3:20 p.m.

Linda Taylor, Committee Secretary
April 12, 2013

(Origina minutes, attachments and audio on file in the Chief Clerk’s Office; video archives
available at http://www.azleg.gov)
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