Senate Committee on Economic Development, Housing and General Affairs
Unemployment Trust Fund proposal, February, 2010

Below is a very brief summary of the bill passed by the Senate Committee on Economic Development, Housing and General Affairs approved on Friday, February 19, 2010 by a 3-2 vote.  The bill addresses the insolvency of the state’s unemployment trust fund.  The fund is currently bankrupt and borrowing from the federal government to pay unemployment benefits.  

The bill recommends phased in increases to the taxable wage base (TWB) to bring Vermont’s TWB up closer to the national average coupled with a .2% tax on employees tied to trust fund adequacy and other measures to increase revenue to the fund.  The bill has a series of reforms to benefits that address concerns the committee heard in testimony and from the Department of Labor.

Goals of the proposal:
· Return the trust fund to the black 2014 and brings the fund to $298 million by 2018. 
· Avoid large tax increases while recovering from the recession.
· Keep the taxable wage base as low as possible.
· Borrowing is limited to four years: 
· To minimize interest expenses.
· To minimize increased FUTA tax increases on employers.
· Maintain benefits at or above national averages.
· Address issues of negative balance employers.
· Address seasonal issues.

Changes on the income side:
Impacts to employers:  Generates $200 million more to the fund by the end of 2014:
· Phased in increases to the taxable wage base over the next four years up to $16,000.  
· $10,000 to $12,000 in 2011, $12,000 to $15,000 in 2012, $15,000 to $16,000 in 2013.  Stay at $16,000 until tax schedule II, then trigger down.
· Enables charges to an employers experience rating if a delay in separation requests results in awarding benefits that should not have been paid.
· Charge a fee to reimbursable employers equivalent to the interest rate charged or paid by the Federal Government.
· Add a trigger to lower taxable wage base to $14,000 when we reach tax schedule II. By tax schedule II the trust fund balance should meet or exceed $325 million.
· Index increases to the taxable wage base tied to increases in the maximum weekly benefit starting at Tax Schedule III. 

Impacts to employees.  Generates approximately $100 million to the fund by the end of 2014. 
· Adds a tax on covered workers of 2/10’s of 1% as a withholding tax on employees. 
· The employee tax sunsets when the trust fund reaches adequate levels and returns if adequacy becomes a concern.

Changes on the expense side:
· Totals approx. $104 million in savings by the end of 2014:
· Add back a one week waiting period for benefits which ended in 2000.
· Maintains the maximum weekly benefit amount at the current $425 until tax rate schedule III then indexes upward with growth in average annual wages, consistent with current law.
· Modify the weekly benefit amount to reflect 4 quarters of wages vs. the current 2.
· Disqualify a person fired for misconduct vs. the current delay.
· Increase the penalty if fired for gross misconduct.
· Implements a part time wages disregard of 15% vs. a current part time earnings disregard of 30%.
· Remove the option to enable collecting UI and severance pay simultaneously.
· Order repayment of erroneously awarded benefits.




