DATE: - '2/20/85 °_ COMMITTEE ACTION

Cmo: o BILL CARNAQZO _” ' DATE_
FROM: = THEODORE H. KOBEY, JR., Legislative Representative

REPLY’NO_LATER-THAN: ASAP

A.B. 216 . S.B. . Relatlng to  UNEMPLOYMENT COMPEHSATION .-
| » - - COST REIMBURSEMENT |

CSTATUS:. - L oo B m_~h

"Please review the attached measure to determine its effect upon

- the City of Sacramento and complete the following questions as

. appropriate. During your analysis of this measure, if questions

‘arise, please feel free to contact me at 5346. This questionnaire

should be returned to me for presentation to the Council Commlttee'
on Law and Leglslatlon. PLEASE LEAVE THE BILL ATTACHED TO THIS . |

: FCHUH

- PLEASE TYPE YOUR RESPOVSE.'

S

’ 1; Brlefly descrlbe “the prov151ons of the blll (Attach:additiohal o

sheets 1f neCessary ) RS o e :j L —
Tnls blll 1mplements in. part our recent court de0181on in Clty of Sacramento V.

. State of California, wiere the Court of Pppear held that the State is. required to
reimburse -the Stateﬂnandated costs of the unemploynent insurance - programn since -
January of 1978. It provides a simple mecnanlsm for payment of all costs 51nce
tne court dec151on was final (May 22, 1984) ) L S,

- The. lel does not, however, aadress tne issue of costs 1ncurred from January, 19/8

't:througn May, 1984. ‘ : : 8 :

‘2.“fSh0u1d this measure‘bei (please c1rcle de51red p051tlon)

Supported o Opposed o Support if Amended N
, S =
PLated ‘on Watch Llst R OtterxinDlarn)

This bill .should be supported but the Legl’i/ture should be urged to address the R
. retroactive cost issue. o
3. ~Please explain YOLI reasops for +he above determlnatlon,

including how this measure affects your Department and the-
~ fiscal impact of this measure to the City. (Your analysis -
" will be used in communicating with -the Governor and the.
Legislature, so please make your comments in a format that
can be used 1in a letter to those orflclals ) - (attach
_ addltlonal sheets if necessary) ' ' L

, There is a direct, benef1c1al flnanc1al 1mpact on tne thy 1nasmucn as the bill -
would relieve the City of the substantial fiscal obligation of funding. unemploy- -
- ment insurarice costs. . o e e S



4;- Spe01fy the Clty s leglslatlve pollcy guldellne( ) appllcable
to this measure. (1f auy) , , ,

Tnls is an exlstlng blll and the Clty s pollcy gu1dellnes apply to formulatlon
'of a Clty pOSltjon .

5. If this measure could: b amended to either inprOve its“"'“
favorable aspects or to minimize 1ts adverse aspects, what
-amendments would you propose7 T e S

| ;The addition’ of. retroaotLve cost relmbursemen . to the bill’would‘vastlyihn?rove' -

.

6. Llct known support or. OppOSltlon to thlS measure by groups w1th
“which you are familiar and include addresses and phone numbers,_
if known ~ League. of. Callfornla Cltles pOSlthn’- :

The League of'California Cities suPports.this.bill. R

7. Does thls bill 1pvol¢e a State- mandated iocal program’- If SO,
does the bill contain an S.B. 90.waiver, or an appropriation -

" for allocation and disbursement to local.agenCLes pursuant to. ‘ '

Pevenue and Taxatlon Code Sectlon 22319.

f The b171 resolves the pr0olcm of future mandated COStD assoc1ated WLth the
Aunenpluyment 1nsuranCe 1ssut. o Ce el R R

t .
8,7f051ng a ratlng scale of l to lO (W1Lh 10 as the most 1mportant)

how important do you think thls bill JS to the Clty of
Sacramento’ 9 . . . . L. B

FORM COMPLETED BY WILLIA4 P. CARNAZZO. - DATE: - 2/21/85




‘ CALIFORNIA LEGISLATUREm—l%S—BS REGULAR SESSION

(

' ASSEMBLY BILL No. 216

.: Introduc_ed by Assembly\Member McAlister -

V ']anuary‘é, 1.9‘85,7

‘An act to améﬁd Sections 603: 710, 1026, and 1585 of, and to .
 repeal Article 7 (commencing with Section 841) of Chapter
- 3 of Part 1 of Division 1 of, the Unemployment Insurance

Code, and to repeal Sections 106 and 107 of Chapter 2 of the
Statutes of 1978, relating to unemployment insurance, making.
an appropriation therefor, and declaring Lhe urgency thereof
to take effect 1mmed1ately o S

(R4
A

P - LEGISLATIVE COUNSEL'S DIGEST e
AB 216, as introduced,-f{ McAlister. - Unemployment

insurance. ; : : : ,
Existing law 1ncludes as covered employment for

'unemploymenf compensat*'én purposes, all -service

performed by  an 111d1v1dua1 for any pubhc enhty with
spec1f19d exceptions.
Existing statutory law, among other thmgs (1) prov1des for

a pooled fund arrangement for local public entities to finance-
unemployment insurance coverage of their employees, and -

establishes a Local Public Entity Employees Fund in the State

Treasury to be continuously appropriated without regard to
- fiscal year for those purposes; (2) provides that the above
provisions are a federal mandate within the meaning of

specified provisions; and (3) provides that there are no

~ state-mandated local costs in the 1stmg law because the

existing law merely affirms for the state that-which has been

declared existing law through action by the federal

government. -
However, in accordance with _]UdlClal mterpretatlon statmg

that the above existing law constitutes a state-mandated local
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AB 216 - 2.

program’ (City of Sacramento v. State of California,‘ 156 Cal.
App. 3d 182), this bill would repeal the above statutory

provisions for the pooled fund arrangement, the federal
mandate: language; and the provision that ‘the existing law
does not create state-mandated local costs. In addition, the bill
would find and declare the above law to be a state-mandated B

local program; that it is the intent of the Legislature that no

local public entity liakility shall be incurred for complying !
with the existing law; that the costs of all benefits which would

otherwise be the responsibility of local public entities. are to

be appropriated annually- by  the L'eglslature, that |
commencing with the Budget Act of 1985, all administrative

costs incurred by local publicientities in complymcr with the
existing law shall be fully;:retmbursed annually by the
Leglslature and that moneys owed by locai public entities

prior to January 1, 1986, for complying with the existing law .

shall be: approprmted by.the‘Legislature, as specified... -
In addition, the bhill would require the State Board of
Control to specify the procedures whereby local public

B enahes may be reimbursed for the above costs, as specified,

when moneys are appropriated by the Legislature and that

- the Employment Development Department: shall develop - -
rules and regulations setting forth administrative procedures:
for local public entities to follow in order to 1mplement the :

existing law:-

In addition, .thls bill would make techmcal nonsubstannve- _

changes.

The bill also would appropnate $14 000 OOD from the ‘f
Gener.,l Fund to the Controller for payment to the -
Employment Development Department to cover the costs-of.

3rd and 4th quarter billings for the 1984-85 fiscal year:
The bill would take- effect 'mmedutel v as an . urgency
statute. .

Vote: %, ,Appropnanon: .yes.' Fiscal committee: yes

State-mandated local program: no.
. The people of the State of California do enact as follows:

1 SECTION 1. The Legislature hereby finds and
2 declares as follows: .
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“(a) Chapter 2 of the Statutes of 1978, which requires =
local public employees to be covered by the state
unemployment - insurance law,  constitutes: a
state-mandated local program, and, thus, local public -~
entity costsincurred in complying with Chapter 2 are to .
be reimbursed by the state pursuant to Sect1on 6 of

‘Article XIII B of the California Constitution. -

(b) It is the intent of the Legislature that no local
public entity liability  shall be incurred for complying
with the provisions of Chapter 2 of the Statutes of 1978
either prior to or after the enactment of this act; that the -

costs of all benefits, which otherwise . Would be the

responsibility of cities, counties, and special districts are
to be appropriated annually. by the Legislature in the °
Budget Act and, when appropriated, shall be paid-
directly: by the Controller to the Employment
Development Department; and that commencing with
the Budget Act of 1985, all.administrative costs incurred -

by local public entities in complying with Chapter 2, prior
- to and after the enactment of this act, shall be. fully

reimbursed annuall ly by the Legislature in the Budget'

(c) Inaddition, it is the intent of the Legislature that
in the Budget Act of 1985, moneys shall be appropriated
by the Legislature to the- Controller to reimburse the
Employment Development Department for moneys -
owed by local public entities prior to January 1, 1986, for

. complymc with  the prov151ons of Chapter 2 of the

Statutes of 1978.
SEC. 2. Section 605 of the Unemployment Insurance :
Code is amended to read: -
- 603, (a) Except as prov1ded by Sect1on 634, 5 '
emr)lovment for the purposes of this part and Parts. 3
(commencmcr with Section 3501) and 4 (commencmc

‘with Section 4001) of this division includes all service -

performed by an individual (including blind and
otherwise handicapped individuals) for any public entity,
if such service is excluded from “employment” under the-
Federal Unemployment Tax Act solely by reason of

paragraph (7) of Sechon 3306( ) of that act. :

99 100 .




- 32 . .710. (a) Any public enntv for Wthh services. that do -

AB 216 : L —4—
(b) As used in this section, “public entity” means the {

State of California . (including the . Trustees' of the =
- California State University and Colleges, and the.

~ California Industries for the Blind), any instrumentality
of this state (including the Regents. of the University of

- California), any political subdivision of this state or any of

its instrurnentalities, a county, city, district (including the .
governing- board of- any. school district or community (
college district, any county -board of education, any . - __,
'counry superintendent -'of schools, or any personnel .
commission of a school district or community college- ' .
district which has a merit system - pursuant to any
provision of the Education Code), entities receiving state - :
money to conduct county fairs and agricultural fairs
pursuant to Sections 25905 and 23906 of the Government
Code and which perform no other function, any public
authority, public agency: or public corporation of this
-state, any instrumentality: of more than one of the

19 foregomg, and - ‘any - instrumentality of any. of. the

20 foregoing and one ‘or more- other states or. pohnca.l (‘

21 subivzozons :

22 “(c) The Emp]oyment DevelopmcntDPpartmentshaLf o N , .
3 developrules and regulations setting forth administrative | S R
24 procedures for local public-entty . emp]oyers to followin ,~ ! S '

25" order to 1rnplement the ‘unemployment compensation (

96 . insurance provisions of Chapter2 of the Statutes of 1978

97 It is the intent of the Legislature that such-administrative- :

28 costs areto be fully reimbursed to the Iocal pub]m entztzes S

29 in the annual Budget Act: : A A

30 . SEC. 3. Section 710 of. the Unemployment Insurance S o S

31 Code is amended to read::s : ' o el 0T
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- 33 constitute employment under Section 603 are performed.. - .
34 -and for which other services that do.not constitute- ( -
35 employment are performed may elect to become an ° L
36 employer subject to this part and Parts 3 (commencing = C . .
37 with Section 3501) and 4 (commencing with Section S ,
38 4001) of this division for not less than two calendar years ' ' IR
39 with respect to suek those other services and to have swen
40 those other services performed by its emp}oyees (
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constitute employment subject to this part dnd sueh Parts
3 and 4 for sueh that period. Upon the filing of swer an
election the filing public entity shall, upon approval by

‘the director, become an employer subject to this part and

sier Parts 3 and 4 with respect to the services covered to’
the same extent as other employers, and suek those
services performed by its .employees, including those
with civil service or tenure positions, shall constitute
employment subject to this part and sue® Parts 3 and 4
effective on the first day of the calendar quarter
following the quarter in which the election is filed.

(b) The public entity may exclude from coverage

under an election pursuant to this section any service
excluded under Section 634.5. '

-(¢) Any public entity that has elected coverage under -
thlS section may elect any method of financing coverage
otherwise permitted under Section 803 or Article 6 -
(commencing with Section:821) of this chapter ex Axiiele
7 {eomrreneing with Seetion 841y of this ehapler, but the
same method of financing coverage shall apply to all
coverage by the public entity. Subdivision (b) of Section
802 shall apply to any suwek election under Section 803,
except that any swehk election under Section 803 shail be

~ terminated on the effective date of the termination of an '

election for coverage under this section. o .
(d) The director may require from the pubhc entlty 3
saer employment, financial, statistical, - or other

information and reports, properly Veriﬁed,'as may be - -
. deemed necessary by the director to carry out his or her
duties under.this division, which shall be filed with the

directorat the time and in the manner prescnbed by h1m ‘
or her.- _
(e). The director may- tabulate and publish mformahon A

4 " obtained pursuant to this section in statistical form and

may divulge the name of the public entity. = .

(f) The pubhc entity shall keep sweh work records as
may be prescribed by the director for the proper
administration of this division.

(g) Except as inconsistent with the provmons of this
sectlon the provisions of this d1V151on and authorized

9 150
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‘ reguldtlons shall apply o any matter ansmg pursuant to

this section.

SEC. 4. Arhcle 7 (Commencmg with Sectlon 841) of
Chapter 3. of Part 1 of Division 1 of the Unemploymem _.

Insurance Code is repealed.
SEC.5. Section 1026 of the Unem ployment Insur&nce,
Code is amended to. read:-

1026. (a) The director shall maintain a separate:

account for each employer, and shall credit his each

behalf.

(b) Unemployment compensatlon beneﬁts paid. to an

| unemployed individual during any benefit year shall be -
charged against the account of his or her employer .

during his or her base: period, but if the individual
performed services in employment for more:than one

employer during his or her base period, unemployment

compensation benefits .paid to -him or her shall be

charged against the respective accounts of the employers -

in the- proportlon that/the total wages paid to the

~individual in employment for each employer bears to the
. total wages paid to the individual in employment for all
" employers during the base period. - ,
- (¢)- The director shall credit the interest earned by the“ -
- Une mployment Fund toeach positive reserve employer
account in-proportion: to the: arnount the account bears to-.

the total of all positive reserve accounts.

. (d) -Except-as provided by Sections 803, 804, 821 andn

10327 M?W%M%eﬁ
G«h-ap%ea* &: and Chapter 5.8 (commencing with Section

1480), in proportion to’the amount éach employer’s
taxable wages bears to thestotal of all employers” taxable
wages; the director shall credit to each: employer account .

all of the following:-

(1) Benefit oworpayments collected in the four '

quarters prior to the computation date. :

(2) Contributions paid pursuant to Section c)78 S.

(3) Positive balances in reserve accounts canceled
pursuant to Section 1029. :

(4) Other nontax income.

99 170
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SEC. 7. Section 108 of Chapter 2 or the Statutes of (
1978 is repealed. - .
SEG: 106- 'Phes&eé*s&eeessafy%eﬁa-p}emeﬁ%nﬁbhe )
Law G4/566; which is herebs deemed o be a “fodersd
mendate within the rmeaning of Sectens 9-3% ate %

 ef the Bevenue and Taxatien Codar

SEC. 8. Section 107 of Chapter 2 of the Qtatutes of_ :
1978 is repealed. - -

SEG: 167 . illhefeaf-a&ss{-&éelﬁa&ﬁé&#eébea}ee&%&m
%&e%%ﬁ@a&e%%tﬁé@@%%@%

fow %»‘a-e&ah aetion by -‘he %éeﬁé %—ﬁmeﬁ%— _
SEC. 9. The State Board of Control shall specify the-
procedures whereby local public entities may receive.

reimbursement for unemployment compensation costs .

incurred pursuant to Chapter 2 of the Statutes of 1978
from January 1, 1978, through June 30, 1985, when moneys
for that relmbursemcnt are aopioprla d by the
Legislature. = _

SEC. 10. All MOoieys: in the J_OCZJ Public LAlL‘t)’
Employees Fund at the time the fund is repealed

‘pursuant to Section 3 of this act shall be dleUISPd to the
contributing public entites as determined by- the -

Employment Development Department:

. SEC. The sum - of fourteen million . dollars o

($l4.,000,000) is hereby appropriated from the General -
Fund to the Controller for payment to the Employment

- Development Department to-cover-the costs of third and -

fourth quarter billings for the 1984-85 fiscal year.

- SEC. 12. This act is an urgency statute necessary for

the immediate preservation of the public peace, health,
or safety within the meaning of Article IV of the
Constitution and shall go into 1mmedxate effect The facts

constituting the necessity are:

In order to reimburse local entities for stdte-mandated
costs incurred pursuant to the provisions of Chapter 2 of
the Statutes of 1978 as soon as possible, it is necessary that

this act take effect 1mrnﬂd1ately

0
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(e) Except as prov1ded by Scctlons 803 804, 821 and -

10327, Asrtele 7 with  Seetion 84b)y of

Ghefrter 3; and Chapter 5.8. (commencing with Section
1480), in the same proportion as provided in subdivision.
(d), the director shall charge to each employer account‘i »

all of the following:

(1) The amount of negatlve reserve balances accrued .

to the computation date each year..

(2)  Benefit ‘overpayments esta‘ohshed in the four

quarters prior to the computation date. . .

(3) Benefitsnot charged to ernployer reserve accounts
pursuant to. Section 1032 1032 5, 1034, 10’10 1036 1335,
1338, or 1380.

(4) Other 1teme of expense and beneﬁt charges not :

included in active employer reserve accounts.

SEC. 6. Section 1585 of the Unemployment Insurance .

Code is amended to read:

.1585. There is in the State Tleasury a specral fund
known as the -Employment Development Department
Contingent Fund. The Employment Development

Department Contingent Fund is the successor of the.
- Department of Human Resources Development '
Contingent Fund. There shall be deposrted in or

transferred to-this fund:..

(a) All interest. on contnbutrons collected under tlns' o
division, except as provided in Section 1595 and in Article
6 (commencing with Section 821)- of Chapter 3 and
Artiele 7 {cominenecing with Seetion 844 of Ghapter 3.

(b). All: pena.lnes collected under this division, except-
as provided. in: Sections 1375.1, 1958, and 3654.2, and in - =
Article 6 (commencing with Section 821) of Chapter 3

&ﬁé%?{%ﬁ&eﬂaﬁgw&hm&}%e&@h@&% .

(c) \Iotw1thstand1n0 any other provision' of law all
‘penalties and. interest collected by the department Lo
pursuant to Division 6 (commenecing with Section 13000) -

relating to the-withholding of personal income tax..

(d) Rental- payments or proceeds attributable to . -
‘property derived from amounts expended from this fund.

~ (e) Interest on amounts expended from this fund.
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