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Date
MINUTES OF THE HOUSE COMMERCE AND LABOR COMMITTEE

The meeting was called to order by Chairman Steve Brunk at 9:02 a.m. on January 21, 2010, in Room 784
of the Docking State Office Building.

All members were present except:
Representative Ron Worley- excused

Committee staff present:

Art Griggs, Office of the Revisor of Statutes

Renae Jefferies, Office of the Revisor of Statutes

Jerry Donaldson, Kansas Legislative Research Department
| Dennis Hodgins, Kansas Legislative Research Department
i Stephen Bainum, Committee Assistant

Conferees appearing before the Committee:
Jim Garner, Secretary, Department of Labor

Others attending:
See attached list.

Several of the Representatives introduced their pages that were in attendance to the meeting.

Jim Garner, Secretary, Department of Labor presented copies of his PowerPoint presentation entitled “A-
; Guide to Understanding the Kansas Unemployment Insurance Tax Rates (Attachment 1). His presentation
‘ explained how the Unemployment Insurance funds are placed in the UI Trust Fund. First they determine the
amount of money to be raised to maintain solvency in the Trust Fund. There are several Tax Rates for

Employers. Some factors that determine the Tax Rate are the industry they are in and whether they have a
positive or negative balance in their account.

The Chairman asked the Secretary to talk about the mechanism of borrowing money. Why do we have to be
at the $750 million range? The concern is that we will be creating unemployment because businesses don’t
i have the money to pay back the loan from the Federal government. The Secretary said that the figure was
based on national projections of unemployment in Kansas. In 2009 the projections changed three times.
Hopefully they will change again in 2010 for the better. We do not ask for an amount from the US Treasury
to be put into our account. Thirty days before the first quarter we think we will be borrowing money we have
to notify them that we need to establish a relationship so that we can borrow funds for the next quarter. Idid
that for this quarter. The loan is done by a wire transfer into our account on a day by day basis.

Regarding paying back the funds, there is interest accessed on money borrowed under this program. However
there will not be any interest accrued this year because of a provision in the Recovery Act. The interest has
to be paid back each year. There is no time period set for paying back the principal of the loan. However if
the debt is carried through two January’s the Federal government will start reducing the tax credit that is given
to employers under the Federal Unemployment Tax. The reduction would be three tenths of a percent
| reduction each year until the debt is paid off. The interest payments cannot be paid from the Trust Fund.
Many states have an interest payment surcharge to take care of the interest payment. The interest rate is
around four percent. However this year the money would be borrowed at a zero percent rate.

The next meeting is scheduled for January 26, 2010.

The meeting was adjourned at 10:35 a.m.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
the individuals appearing before the committee for editing or corrections. Page 1-
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Planmed Yield

Taxable Wages fer‘ Fiscal Year 2009 Were
$9,312, 126 920 R URE T
Planned Yield for 201 O is determmed by multlplymg
the taxable Wages by the rate S

The Planned Yield for 2009 was $3 04 mllhon but
reduced rates redueed the Y1eld to $ l 98 mlll1on

‘Thls Planned Yreld is colleeted from Kansas employers
- for deposit into the Unemployment Insurance Trust
~ Fund to be used for UI beneﬁt payment |




Inehgrble - neW employers Whe do not have
24 consecutive months of ehargeabrhty are
fnot ehgrble for experlence iratlng

'for experrence ratmg who have pard In more
meney in contributions than the amount of
beneﬁts charged agarnst the1r 'aceount |

Negatwe ehgrble employers Who are
“eligible for experrenee rating who have had
~more money char ged against their account for
. Mbeneﬁts than they have pard in eontrrbutrons

'.Pos1trve ehglble employers who areehglble




. E mployer-l-ax ,‘ Rates~ e

Inehgrble employersf have set rates
6. O%“— ConStruo‘uorl mdustry‘
| O% - All other 1ndustr1es
. Pos1t1ve balance employers
""'\:Rate is determlned based on the1rUI experrenoe

Arrayed across 51 rate groups
Max1mum rate is 5.4%
| ‘;-Negatwe balanoe employers

Rate 1s 3. 4% plus a suroharge that is based on thelr
aceount balanoe and average : annual payroll

s Sureharge ranges from 0.2% to 2.0%
: Rates Wﬂlluran‘ge‘ from,5.6% to 7.4%_;




Planned Y1eld 1s 1dent1ﬁed | - |
~ The est1mated amount that erl be obtalned from RERE R :
1nel1g1ble employers paymg 4, O% and 0. O% s
deducted from the required amount o

-_The estlmated amount that w1ll be obtamed from |
s ”negatrve balance employers paymg a minimum rate of
4% 18 dedueted from the ; remammg requlred amount

o The remammg amount of money needed tobe

: ',colleeted from pos1t1ve balance employers isthenused
- to compute the tax rates that Wlll need to be eharged to S
each eXper1enee ratmg group | o
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lPos1t1ve balanced employers arrayed aoross 51 rate
groups hf e |
Based on 1nd1v1dual employer s reserve ratio

Ratlo of employer S aecount balance to
employer S average armual payroll -

B lower numbered rate groups

. . Goal ls’to;equallyspread Wages across leach'of 51 rate

. groups (1.96% of taxable wages in cach rate group)

Employers W1th more favorable rat1os are plaoed in the

_i,l _;“_ %




SRR 2010 Original

Tax Rate Computation

Rate - " . Experience

* The max1mum rate calculated Was 8 46%

rate is 5.4%

Expe‘rlence : Contrlbutxon o " _Coniribution .~ -
Factor Taxabie Wages - - ) Group 5o FActor Taxable Wages” Rate” Y|eld
B ¢ s ' w00 '$ 150,581,983 423§ ' 6,369,618
48,461,850 § 144,034,789 440  § '. 6,337,531
148,498,310, 48,358,032 457 $ 6779962
0,646 147,186,969 474 $ 6976662
149,792,303 149,051,576 490§ - 7,303,527
~1147,335,77 155,055,579 5.07 $ 7861318
$: 148,318,322 144,750,875 524, % 7,584,946
148,858,847 147,102,093 5417 % 7058223
: 0,08 e 146088151 558 . $. 8,151,719
: 3,817 8 ©148,718,972 575§ . 8551341
_”1‘4_45412,,2955 S 159,235,961 5.92 $ 9,426,769
| 148,612,838 BT +137,621,515 6.09 $ 8,381,150
153,583,591 v 3 % 148,450,937 626  $ 9,293,028
© 170,247,135 -¢ 148,498,769 6.43 $ 9518471
131,144,902 5 : | 148919,679 660  § 9,828,699
167,971,232 8 1266,469° 149,063,790 676 .S .- 10076712
: ' L §%. 3,515,324 147,535,583~ . 6:93 § . 10,224,216
s 043,857 .. | 149,168,016 710 - $ - 10,590,929
g 538,016 -'149,207,094  7.27 $ ' 10,847,356
: 751,140 . ‘147,011,453 744§ 10,937,652
- 51094126 .. 148,935,637 ¢ ~.76i. % | 11,334,002 -
146,160,575 188,700 148130716 . 778, $ . 11524570 -
149,159,748 548,743 148,576,480 795 1§ 11,811,830
147,840,511 148,797,393 8.12 §. 12,082,348
152,559,729 148,664,679 8.9 $ 12,324,302
: ; 150,889,857 ' 8.46 S 12,765,282
$

' 320,229,013

°Accordmg to Employment Secur1ty LaW the max1mum allowable tax

. All rate groups over that percentage must be recalculated and other
groups’ rates must be raised in order to generate the requrred y1eld
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29 of the 51 rate groﬁps are at the 4% hmlt




. Expefiencé

Contribution

rate is. 5 4%

groups

Contribution - : _ _
Rate .. .. . oFactor . " Taxable Wages _ Rate’ Yield

. 148,528,850 7 - 1007 8% 150,581,983 5.40 $ 8,131,427
148,461,850 - T 104 144,034,789 540 § 7,777,879
148,498,310 - 5. 148,358,032 540 $ 8,011,334
© 147,186,969 540°'$ 7,948,096

0 +149,051,576 © 5:40- $ 8,048,785
147,335,773 155,055,579 5.40 % 8,373,001
$..148,318,322 144,750,875 - 5.40°% 7,816,547
148,858,847 147,102,093 ‘540 $ 7,943,513
- 149,840,089 146,088,151 540 $ 7,888,760
- 151,313,817 480,21 148,718,972 5.40 ,$ 8,030,824
| 144,412,399 156 696,955, 4. 188,235,961 540 § - 8,598,742
71486138380 282, 4,190,882 . 0 §0.137,621,515 5:40 % 7,431,562
153,583,591 U .- 367 § 4,715,016 ~'$ 148,450,927 5.40.% 8,016,350
170,247,435~ -~ 333 5,669,230 ' $ 148,498,769 540 $ 8,018,934
121144902 0. 358§ ¢ - 4336987 1§ 148919679 " 540 % 8,041,663
167,971,232 .. . 384 § . 6,450,005 . $ 149,063,790 540 $ 8,049,445
129,716,758 . 410 $.° 5,318,387 147,535,583 540 $ 7,966,921
" 279300606 435§ 12,149,576 . 149,168,016 540 % 8,055,073
17,697, 899 i g 9,2 540 $ 8,057,183
17147,011,453 5.40 $ 7,938,618

148,935,637 540 § 8,042,524

148,130,716 540 8 7,999,059

148,576,480 540 $ 8,023,130

4 148,797,303 - 540§ 8,035,059

* 148,664,679 5.40-$ 8,027,893

150,889,857 540 $ 8,148,052

C 5 320,251,984

* Accordmg to Employment Securlty Law the maximum allowable tax

« All rate groups over that percentage must be recalculated and other
’ rates must be raised in order to generate the requlr‘ed;y1eld




early Schedule

ew and redetermination can be requested within 15 days
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