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Summary

* Goal = tax moderation to keep workers fully employe d
— Provide Ul tax relief to businesses
— Replenish the trust fund
— Obtain consensus and quick legislative relief

* Implementation Issues
— Focus on adjusting state law variables - tax rate and wage base
— Obtain full legislative support
— 3/12/10 Administrative Deadline
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Alabama
Arkansas
California
Connecticut
Florida
Geargia
Idaho

Tllinois
Indiana
Kentuckoy
Michigan
Minnaesota
Missouri
MNewvada

MNew Jersey
MNew York
MNMorth Carclina
Ohio
Pennsylvania
Rhode Islamnd
South Carclina
South Dakota
Texas

Virgin Islands
Virginia
WWisconsin

Total =

$146,094,356.07
$222,616,471.53
5,984,689, 268.91
$179,616,478.04
$951,700,000.00
$70,000,000.00
$107,054,625.22
51,168, 532,438.68
1,488, 584,178.02
$576,700,000.00
$3,159, 082 ,333.32
$281,123,117.00
$474,345,222.88
$127,070,694.99
$964,118,333.38
52,160, 188,545.55
31,606, 700,136.94
$1, 727,937 ,799.00
1,871, 458,161.70
$127,522,284.00
$692,036,508.00
$7, 732,293 .32

$1,. 322,511 ,655.99
$8,386,556.12
$122,434,000.00
$922,007,743.19

$26,470,243,301.85
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: 13-wk Hawaii Unemployment Compensation Fund Taxable Avg Taxes
TUR IUR Avg INCOME OUTGO BALANCE Avg Tax Rate Wage Base @TWB
(unadjusted) : . Claims Taxes Interest {
2008 i : <i
Jan 2.9% 1.27% 7,520 5,884,573 6,782,703 12,846,083 552,005,441
Feb 2.8% 1.32% 7,852 11,433,430 8,383 11,506,075 551,941,179
Mar 2.9% 1.33% 7,898 13,381 15,223 13,015,492 538,954,290
Apr 3.1% P1.41% 8,350 8,290,647 6,802,916 13,907,226 540,140,627
May 3.4% 1.54% 9,148 16,067,654 -4,867 15,361,780 540,841,633
Jun 4.4% 1.69% 10,018 96,584 6,501,325 18,249,665 529,189,878 *
Jul 4.3% 1.81% 10,777 4,684,177 -5,128 18,231,203 515,637,723
Aug 4.3% 195% | 11,615 6,565,963 9,051 17,493,699 504,719,038
Sep 4.6% P 2.04% 12,109 -13,354 6,022,281 21,415,808 489,312,158
Oct 4.4% 217% | 12,906 2,718,646 0 21,017,006 471,013,798
Nov 5.0% 2.29% 13,658 3,589,300 7,808 20,552,352 454,058,555 {
Dac 5 1‘% ' ‘Jw . 14 880 w ')w 28 AW Schadula 8 J
CY 2008 3.9% 1.78% 11,611 59,397,972 31,509,125 212,332,417 430,758,928 0.7% . $13,000 $90
2009 : |
Jan 6.1% 277% | 16,441 1,904,055 -2,721 27,034,275 405,625,987
Feb 6.4% 2.98% 17,736 3,365,512 -3,493 28,004,774 383,073, 711*
Mar 7.0% P 3.16% 18,782 -278,979 4,538,880 35,118,096 352,215,516
Apr 6.9% 335% | 19,820 8,931,143 -6,386 32,124,535 322,165,684*
May 7.2% L 3.48% 20,619 12,886,974 -3,226 31,740,303 303,309,129 ,
Jun 8.0% 3.56% 21,054 33,266 3,494,313 36,186,672 279,785,004* *
Jul 7.2% 362% | 21245 4,229,983 -8,446 31,929,595 251,825,950* :
Aug 7.1% i 3.58% 21,027 4,940,468 1,359 32,829,923 243,838,908*
Sep 7.4% 354% | 20,760 101,540 2,795,210 31,135,480 214,875,814*
Oct 7.1% 3.50% 20,308 2,065,908 -3,533 28,032,870 188,680,587*
Nov P 3.46% 18,991 3,851,929 -8,034 30,392,780 161,906,928" Schedule A
Jan-Nov 2009 42,031,798 10,793,921 344,619,302 161,906,928* 0.7% . 13,000 $90
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Hawaii Unemployment Compensation Fund Projections 2009 through 2011

12/18/2009

UHERO 12/18/2009 Total Unemployment Rate forecast o f 7.0% in 2009, 7.3% in 2010, 6.7% in 2011

2nd Qir | 356% | 21,088 21,851,384 3484701 100051509 279,785,004 | |

3rd Qtr | 352% | 20,694 0271990 2788122 95804998  214,875814" | |

4th Qtr | 346% 20,100 5,800,000 1400000 93700000  127,900,000* ScheduleA §

CY 2009 7.0% | 345% @ 20,300 41,900,000 12200000 379900000  127,900000*|  0.7% | $13000 |  $%0
fst Qtr | 355% | 20,300 5,000,000 400000 94,000,000 39,300,000 | =

2nd Qir | 355% | 20,300 107,000,000 600,000 95000000 51,900,000 |

3rd Qtr | 355% | 20,300 93,000,000 500,000 96,000,000 49,400,000 i

4th Qtr | 355% | 20,300 71,000,000 300000 97,000,000 23700000 ScheduleF | |

CY 2010 7.3% | 355% | 20,300 276,000,000 1,800,000 382000000  23,700000(  275%  : $38800 | $1,070
fst Qtr ' 320% | 18,300 50,000,000 0 87000000  -13300,000 § :

2nd Qir | 320% | 18,300 160,000,000 200000 87,000,000 59,900,000

3rd Qtr | 320% © 18,300 138,000,000 700000 88000000 110,600,000

4th Qtr | 320% | 18,300 105,000,000 800000 88000000 128400000 ScheduleH | |

CY 2011 6.7% | 320% | 18,300 453,000,000 1,700,000 350,000,000  128400000(  390% | $39100 | §1520
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Summary:
Tax schedules are still Fin 2010 and H in 2011 under all three 9/25 scenarios.




CURRENT LAW

Department of Labor & Industrial Relations

(UPDATED AS OF 12/18/09 - PLEASE CHECK OUR WEBSITE AT
HAWAII.GOV/LABOR FOR THE LATEST UPDATES)
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(UPDATED AS OF 09/25/09 - PLEASE CHECK OUR WEBSITE AT
HAWAII.GOV/LABOR FOR THE LATEST UPDATES)
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Analysis

« Adjustments Analysis:

Focus is on tax rate and wage base adjustments only

Reduction of benefits yields little immediate tax relief because of low trust fund
balance

Wage base adjustments alone do not benefit small business owners/low wage
employers

Interest on federal loans must be paid by general fund dollars or special
surcharge

Adequate reserve ratio irrelevant until we have high balance
3/12/10 administrative deadline for adjustments

e Final Criteria:

Balancing Macro Tax Savings v. Negative Fund Balance and High Interest
Payments

« Stakeholder proposal: (See R8)

« Stakeholder proposal: (See C2)
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COMPARISON OF STAKEHOLDER
ALTERNATIVES
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COMPARISON OF STAKEHOLDER
ALTERNATIVES (NOTES)

. Projections assumes 12/09 UHERO projected unemployment rates: 2010 = 7.3%;
2011 = 6.7%; 2012 = 5.9%; 2013 = 5.4%; 2014 = 4.9%

. NA

. Adequate Reserve multiplier for R8 and Ul automatically reverts to 1.5 beginning
with 2011 tax schedule computation. C2 assumes multiplier is changed to 1 from
2011; has no immediate effect on tax schedules for forecast period because tax
schedules are set at E, E, F, F; the adequate reserve amount is not used to set
the tax schedule for those years.

. Interest must be paid by special assessment and/or general funds; cannot be paid
from Ul trust fund balance.

. Taxes per Employee: Minimum = lowest tax rate on schedule times wages for
minimum wage worker; Average = average tax rate times taxable wage base;
Maximum = highest tax rate on schedule times taxable wage base

. Tax Savings per Employee: Minimum = tax savings at lowest tax rate for minimum
wage worker; Average = tax savings at average tax rate for worker paid taxable
wage base; Maximum = tax savings at highest tax rate for worker paid taxable

wage base
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Free Ul Federal Loan Provisions
e Section 2004 of Public Law 111-5 walved

payment of interest on loans made by states to
continue payment of unemployment insurance
benefits. The amendments provided that any
Interest due on loans during February 17, 2009
to December 31, 2010 is waived. Further, no
Interest accrues on any advances made during
this period.

e NoO loans are needed for 2010.

22




Impact of the Furlough/Layoffs
on the Ul Trust Fund

* No direct impact on the Ul Trust Fund as no unemployment
payouts would occur under HRS § 383. (25 hours worked /
15 hours max. furlough per week)

 Fund is not depleted by State Worker Ul benefits paid since
under HRS § 383-62, the State is a reimbursable employer —
the State pays dollar for dollar Ul benefits to State workers.

« Layoffs would also not deplete fund balance. (Layoff savings
would be initially diminished by benefit payouts estimated to be
a maximum of 62% for the initial 26 weeks.)
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Ul Taxes — 1970 - 1989

Minimum  Maximum New Average | Taxable | Average taxes | New Employer | Minimum taxes | Maximum taxes
CY Tax Tax Tax Employer Tax Wage at Taxable taxes at Taxable at Taxable at Taxable
Schedule® Rate Rate TaxRate Rate' Base’ | WageBase’® | WageBase® | WageBase’® | Wage Base®
1970 Il 0.4% 3.0% 3.0% 1.2% $5,500 $70 $165 $20 $170
1971 Il 0.4% 3.0% 3.0% 1.4% $6,000 $80 $180 $20 $180
1972 I 0.8% 3.0% 3.0% 1.9% $6,300 $120 $189 $50 $190
1973 I 0.8% 3.0% 3.0% 1.8% $6,500 $120 $195 $50 $200
1974 I 0.8%/1.3%  3.0% 3.0% 1.9% $6,800 $130 $204 $50 $200
1975 I 1.3%/3.0%  3.0% 3.0% 2.6% $7,300 $190 $219 $90 $220
1976 - 3.0% 3.0% 3.0% 2.9% $7,800 $230 $234 $230 $230
1977 - 3.5% 3.5% 3.5% 3.5% $9,300 $330 $326 $330 $330
1978 - 3.5% 3.5% 3.5% 3.5% $9,800 $340 $343 $340 $340
1979 1.6% 1.8% 4.5% 4.5% 2.8% $10,400 $290 $468 $190 $470
1980 0.8% 1.0% 4.5% 4.5% 2.1% $11,200 $240 $504 $110 $500
1981 0.4% 0.6% 4.5% 4.5% 1.8% $12,200 $220 $549 $70 $550
1982 0.4% 0.6% 4.5% 4.5% 1.8% $13,100 $240 $590 $80 $590
1983 0.8% 1.0% 4.5% 4.5% 2.3% $13,800 $320 $621 $140 $620
1984 0.4% 0.6% 4.5% 4.5% 1.9% $14,600 $280 $657 $90 $660
1985 0.0% 0.2% 5.4% 3.6% 1.6% $15,100 $240 $544 $30 $820
1986 0.0% 0.2% 5.4% 3.6% 1.7% $15,600 $270 $562 $30 $840
1987 0.0% 0.2% 5.4% 3.6% 1.7% $16,500 $280 $594 $30 $890
1988 -0.5% 0.0% 5.4% 3.1% 1.3% $8,700 $110 $270 $0 $470
1989 -0.5% 0.0% 5.4% 3.1% 1.3% $18,600 $240 $577 $0 $1,000

24




Ul Taxes — 1990 - 2008

1990 -0.5% 0.0% 5.4% 3.1% 1.3% | $19,900 $260 $617 $0 $1,070
1991 -0.5% 0.0% 5.4% 3.1% 1.3% $7,000 $90 $217 $0 $380

1992 A 0.0% 5.4% 1.7% 0.6% | $22,700 $140 $386 $0 $1,230
1993 B 0.0% 5.4% 1.9% 1.0% | $23,900 $240 $454 $0 $1,290
1994 B 0.0% 5.4% 1.9% 1.1% | $25,000 $280 $475 $0 $1,350
1995 D 0.2% 5.4% 3.0% 22% | $25,500 $765 $50 $1,380
1996 D 0.2% 5.4% 3.0% 2.1% | $25,800 $540 $774 $50 $1,390
1997 D 0.2% 5.4% 3.0% 1.9% | $26,000 $490 $780 $50 $1,400
1998 D 0.2% 5.4% 3.0% 1.8% | $26,400 $480 $792 $50 $1,430
1999 D 0.2% 5.4% 3.0% 1.7% | $27,000 $460 $810 $1,460
2000 D 0.2% 5.4% 3.0% 1.7% | $27,500 $470 $825 $60 $1,490
2001 c 0.0% 5.4% 2.4% 1.1% | $28,400 $310 $682 $0 $1,530
2002 C 0.0% 5.4% 2.4% 1.2% | $29,300 $350 $703 $0 $1,580
2003 D 0.2% 5.4% 3.0% 1.7% | $30,200 | € $510 $906 $60 $1,630
2004 C 0.0% 5.4% 2.4% T2% | $31,000 $370 $744 $0 $1,670
2005 c 0.0% 5.4% 2.4% 1.3% | $32,300 $420 $775 $0 $1,740
2006 c 0.0% 5.4% 2.4% 1.3% | $34,000 $440 $816 $0 $1,840
2007 B 0.0% 5.4% 1.9% 0.8% | $35,300 $280 $671 $0 $1,910
2008 A 0.0% 5.4% 1.7% 0.7% | $13,000 $90 $221 $0 $700

Shaded areas indicate temporary changes due to special legislation.

1 From 1970 to 1978, one of three tax schedules triggered on depending on level of the fund; effective July 1, 1974 through March 31, 1975 all employers' tax rates
were increased by 0.5%, up to a maximum of 3.0%; from April 1975 through the end of 1976, all employers paid 3.0% tax rate; for 1977 and 1978 all employers paid
3.5% tax rate; from 1979 to 1991, depending on ratio of current to adequate reserve, a fund solvency rate ranging from -0.5% to +2.4% was triggered on each
year and added to each employer's basic contribution rate; from 1992 to the present, one of eight tax schedules, A through H triggers on depending on ratio of
current to adequate reserve; for 2002, Schedule C remained in effect due to special legislation as a result of terrorist attacks.

2CY 1988, taxable wage base cut by special legislation due to high fund balance; CY 1991, wage base set at $7,000 by special legislation due to Persian Gulf War;

CY 2008-2010, taxable wage base set at $13,000 by special legislation; 2010 base reverts to regular formula (100% of average annual wage) as fund drops
below Adequate Reserve level.

3Taxable wage base times average tax rate

“Taxable wage base times new employer tax rate

>Taxable wage base times minimum tax rate

STaxable wage base times maximum tax rate

25




Average Ul Employee Taxes

YEAR Tax Wage X TAX AVG. TAXES
Base (TWB) SCHEDULE AT TWB

2007 $35,300 X Schedule B $280
0.8%

2008 $13,000 X Schedule A $90

(Act 110) 0.7%

2009 $13,000 X Schedule A $90

(Based on fund balance at end of 2008) 0.7%

Projection 2010 $38,800 X Schedule F $1,070
2.75%

Projection 2011 $39,100 X Schedule H $1,520
3.9%
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Col 1 Col 2 Col3 | Col4 | Col5| Col6 | Col7 | Col8 | Col9 | Col10| Col 11| Col 12| Col 13| Col 14| Col 15| Col 16| Col 17| Col 18| Col 19| Col 20| Col 21| Col 22 | Col 23
o g 2 3 g
£ 2 8 1= | g
0 0 p T ; £ §. 2 -§ o
¢ g 3 g g 2 1£ £ 8 g2 | = 2 s 3 C
© o 8 o s| £18 |8 |2 £ |3 5 | & > §
o 3 23 g g |- et S s | @ £ = - 7 5
8 8 = o | B £ 2 | 2|2 |2 | = [£ |S |§s| 2| | 2
9 < w 2 S £ ° 3 3 < 5 g |¢g Sal% R E: g£g| E <} B
g2 ¢ | ¢ Sl el S lel s 2|8 |oslctlagl g |S5|22|cald2]| 5| 2 |3
3 3 I 38 5 £ 3 = F £ e w s 38|19 |E8 8 |sS8|lug|ed8| s 8 £ g
2 2 2| 2 2 s | e g g 5 g | 3 |€2|5e|E2| S |53 |sc|82|&8E| £ 0 e
3 3 2 3 3 = 2 c = = £ c |sdls5|1238] &8 [F221zc2|23[8528]1 5 e &
0.0% | 1.2-2.0% 132 13 349 363 778] 1125 220 130 383 686] 1306 55 498 146| 1338 104 724] 1353 9 9712 31%
0.1% 2.2% 20 2 103 62 128 211 34 26 73 93 200 18 105 35 170 50 196 212 5 1743 6%
0.3% 2.4% 16 2 117 46 117 231 37 20 61 98 170 9 95 26 178 31 196 169 2 1621 5%
0.5% 2.6% 27 1 102 56 89 170 41 20 52 77 194 12 106 38 149 34 198 167 4 1537 5%
0.7% 2.8% 16 3 120 43 108 148 50 21 57 85 190 10 110 31 112 22 153 159 1 1439 5%
0.9% 3.0% 15 1 142 50 104 162 42 23 57 85 206 16 105 28 110 25 131 155 9 1466 5%
1.1% 3.2% 37 8 300 89 180 361 100 44 128 170 455 29 275 63 243 61 335 327 85 3290 11%
1.3% 3.6% 22 2 196 41 59 140 58 21 36 58 127 4 138 23 106 24 156 120 8 1339 4%
1.7% 4.0% 38 4 468 84 214 350 104 102 154 201 576 19 362 83 263 79 397 331 1109 4938 16%
2.1% 4.4% 12 222 24 26 65 19 17 17 23 55 3 60 9 27 4 51 57 1 692 2%
2.5% 5.0% 9 1 143 16 13 21 15 8 6 20 28 3 26 6 10 9 17 55 406 1%
2.9% 5.4% 18 1 397 20 30 42 23 25 16 28 79 1 53 8 19 9 23 102 4 898 3%
3.4% 5.4% 11 137 4 2 6 4 2 7 10 1 6 3 4 2 7 2 208 1%
4.1% 5.4% 8 51 2 2 1 1 1 1 1 1 2 1 4 2 1 79 0%
47% | 5.4% 2 23 3 1 1 1 1 3 1 36| 0%
5.4% 5.4% 42 2 270 61 66 136 74 40 54 64 152 5 141 19 80 29 158 135 340 1868 6%
Total 425 40| 3140 964| 1917| 3169 822 499| 1098 1696| 3752 186] 2082 518 2810 487 2737 3351 1579 31272 100%
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Col 1 Col 2 Col3 | Col4 | Col5| Col6 ]| Col7 | Col8 | Col9 | Col10| Col11] Col 12| Col 13| Col 14| Col 15| Col 16| Col 17| Col 18] Col 19| Col 20| Col 21| Col 22 | Col 23
> 2 e 3 L
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8 g |3 | 2|2 [ |8 | sl|s = |8 |3
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3 3 S B p s 1 el5 |5 | s 12 |€ |5 |4 G E
i - 3 2 g & 2 e o g I 5 = s 3 o £
g < n A sl s |15 8| % s | = | ¢ |¢ 9| % 3 [2q|Ec|8 S8 £ g B
So| @ & s | 2| g8 €| 2|5 |calE8|S,| 5 |88|85[28 |58 < | & | =
S2l3 sl gl s e g 8| 8|0 |88|8c|28| 5 |=s5|oE|c8(2e| | & | &
2 2 2 = 2 = e 8 = 5 g s |s2|s8|Ez2| S |8a|lgc|82|LE| & LD o
b 3 3 3 3 > 2 i = = T ¢ |30 ]1288) 8 |22l ]| 8281821 5 = &
0.0% | 1.2-2.0% 1327] 2304] 1656] 6504| 7605| 31921] 11641| 5336]| 12051 3901| 8164 290| 6787 3037] 15178] 2815| 30455] 8859 42] 159873 35%
0.1% 2.2% 318 414 959| 1408| 2775] 7453| 1063 1438 1521 1098| 2035 158| 3398 587] 2855] 1699] 9624] 1958 3 40764 9%
0.3% 2.4% 156 161] 1221 963| 2275| 10686 927 291 2141 1490 1535 46| 2247 393] 2654 676] 10963| 2385 41210 9%
0.5% 2.6% 651 16 807 727 854 4673| 1340 340 469 850]| 2088 91| 2782 770] 2514 998| 10303] 1851 2 32126 7%
0.7% 2.8% 185 61| 1147 717] 1077 3232 922 296 704 918 1481 13| 4161 316] 2806 419] 4851] 1065 24371 5%
0.9% 3.0% 981 9] 1216 644] 1280 2265] 1251 693 350 1382 1230 82| 3509 312 3774 726] 5494 968 4 26170 6%
1.1% 3.2% 330 71] 1695 738 961] 3195 968 547 465 765 1998 178| 6252 448 2595 389] 6025| 1626 83 29329 6%
1.3% 3.6% 983 26] 2898 911 491 2232| 2610 446 417 720 1212 45] 4036 343] 3481 418] 6999 1251 9 29528 6%
1.7% 4.0% 949 4] 3658 583 557 1996 1435 747 515 704 1483 24| 11261 362 1736 585 3716 989 311 31615 7%
2.1% 4.4% 326 4196 375 247 523 1114 179 137 155 281 75 2948 29 132 84 1421 269 12491 3%
2.5% 5.0% 179 3| 4077 309 32 61 268 25 9 82 149 6 246 52 26 52 890 163 6629 1%
2.9% 5.4% 274 8614 52 53 99 263 574 19 55 456 1 296 36 51 62 136 257 6 11304 2%
3.4% 5.4% 284 2006 32 1 35 2 10 18 17 6 5 3 2419 1%
4.1% 5.4% 36 417 1 2 1 67 2 2 1 12 11 2 131 3 688 0%
4.7% 5.4% 2 395 230 1 1 57 1 687 0%
5.4% 5.4% 55 2 500 150 120 250 1172 69 80 160 289 7 396 61 226 112] 1948 219 83 5899 1%
Total 7036] 3071| 35462| 14344] 18331] 68622 24977| 11105| 18880 12292| 22421 1028| 48347| 6752] 38035] 9166] 92828| 21863 543] 455103] 100%
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Estimated Ul Taxes at Schedules A through H
on CY 2010 and CY 2011

Note: Taxes are collected on a one quarter lag, so taxes shown below will be collected from April of the
current year through March of the following year.

Tax Schedule |Estimated Average Tax Rate Estimated tax es
CY 2010 CY 2011

A 0.71% $82,700,000 $86,200,000
B 0.90% $104,800,000 $109,300,000
C 1.35% $157,200,000 $163,900,000
D 1.80% $209,700,000 $218,500,000
E 2.20% $256,300,000 $267,100,000
F 2.75% $320,300,000 $333,900,000
G 3.30% $384,400,000 $400,600,000
H 3.90% $454,300,000 $473,500,000

Estimated taxable wages: $11,648,100,000 $12,140,600,000
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Information Needed
e 2009 Contribution Rate Notice

— Reserve Balance 2008
— Annual Taxable Payroll for 2007 and 2008

e 2009 Statement of Benefit Charges —
Quarterly

e 2009 Contributions Paid — Quarterly
Filings, UC-B6

e Contribution Rate Schedule - Ato H

e 2009 Estimated Annual Taxable Payroll
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Contribution Rate Notice
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Statement of Benefit Charges
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Form UC-B6
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Ul Contribution Calculator
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Ul Contribution Calculator

|
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Calculating Your Contribution Rate

<@g Fstimated
<@g [stimated

== [stimated

39




Calculating Your Contribution
Rate
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Calculating Your Contribution Rate
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Contribution Rate Schedules

42




2010 Ul Tax Projections

* Using QWRS software program
—http://hawail.gov/labor/ui
e Estimate Contributions Due
* Enter Contribution Rate
* Enter Taxable Wage Base
e Calculate Projected contributions Due
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