Fiscal Note

BILL # SB 1308 TITLE: returntowork program
SPONSOR: Csgjero Bedford STATUS. AsIntroduced

PREPARED BY: TomRitland

Description

The bill requires the Department of Economic Security (DES) to develop a Return to Work Program, which would allow
individuals to simultaneously receive unemployment compensation and participate in training opportunities with an
authorized employer for amaximum of 6 weeks and 32 hours per week.

Estimated | mpact

The bill has an estimated annual ongoing cost of $116,000 to $177,000. In addition, the bill also has a one-time cost of
$25,000 to $50,000 for adatabase in FY 2016.

Of the total cost, which ranges from $141,000 to $227,000, roughly 88% will likely be covered by Federal Funds and the
remaining 12% ranging from $16,000 to $27,000 will come from the General Fund or other state funds.

If the bill results in Unemployment Insurance (Ul) claimants obtaining employment sooner than they would in the absence
of the Return to Work Program, it would reduce the amount of Ul Trust Fund benefits paid. The amount of the reduction
and the impact, if any, on employers' Ul tax rates, cannot be determined in advance.

These estimates are based on DES' reported costs.
Analysis

Under current law, persons receiving Ul cannot participate in internship or training programs without losing those benefits.
The bill would permit Ul claimants to receive unpaid on-the-job training while continuing to receive Ul benefits. The
department estimates an annual caseload of 2,100-3,600 for the program, based on participation in asimilar program in
New Hampshire.

Based on a caseload range of 2,100 to 3,600, this new program would require 2 to 3 new Full Time Employees (FTE)
Positions for case management and employer outreach at an estimated cost of $100,000 to $150,000 per year; each position
would have approximately 125 to 138 cases at any point intime. The department also estimates a one-time cost of
$150,000 to develop an information technology system for program operating and tracking purposes. Given the relatively
small number of clientsin the program, the JLBC Staff assumes the database will cost $25,000 to $50,000. DES states
these costs could be paid with federa grants.

Thebill requires DES to provide Workers' Compensation coverage to the participants in the Return to Work Program for
injury or illness associated with participation in the program. According to DES, the department provides similar Workers
Compensation coverage to clients in the Temporary Assistance for Needy Families' (TANF) job training program at a cost
of about $5 per client per month, so to provide Workers' Compensation coverage to the clients of this new program for the
6 weeks they are in the program would cost about $7.50 per client, summing to atotal of about $16,000 to $27,000 per
year. Due to restrictions on employment services grants available through the U.S. Department of Labor, DES has
indicated that Workers' Compensation for this program is unlikely to be funded with Federal Funds, thereby requiring
another fund source.

(Continued)

JLBC




Thebill may result in Ul claimants obtaining employment sooner than they otherwise would have if employers decide to
hire participants in the Return to Work Program. If that happens, it would reduce the amount of Ul Trust Fund benefits
paid to claimants. New Hampshire's program states that “ unemployment compensation claimants who participated in
empl oyer-partnered training programs are back to work quicker and saved trust funds millions of dollars,” but provides no
additional details regarding this claim. The impact, if any, on Arizona's Ul system, therefore, cannot be determined in
advance.

L ocal Government I mpact

None
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