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Chairwoman Baker, Chairwoman Tartaglione and members of the Senate Labor &
Industry committee, I wish to thank you for the opportunity today to present
testimony regarding the effects that Act 60 of 2012 has had on seasonal workers

under the PA Unemployment Compensation (UC) Law (Act)

First, some background on me and my firm. My name is Geoff Moomaw. I’'m
President of Interstate Tax Service, Inc., a registered PA corporation and we have
been representing PA employer in the field of UC since 1943. My sister and I are
the 3 generation of our family to own and operate the firm and we currently

represent about 2,000 PA employers. My grandfather, Paul C. Moomaw was the
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primary sponsor of the original UC bill passed by the General Assembly in
December, 1936. In fact, he was the Democratic chairman of the House Labor

Committee at that time.

The topic of conversation is the amendments to Section 401(a) of the Act, which
increased the amount of base year wages that must be earned outside of the highest
quarter in the Base Year Period (BYP) from 20% to 49.5%. This calculation is
part of the process in determining an individual’s financial eligibility under the
Act. Financial eligibility is step one when filing for UC benefits. Think of it in
this manner, an individual must be financially eligible to enter the UC system. If
they are NOT financially eligible, then the UC office will not even ask if they are
able and available for work or WHY ARE YOU UNEMPLOYED. There are other
provisions regarding financial eligibility, but it is my understanding that Section

401(a) is the hot topic.

Does anyone desire an explanation of the BYP term or financial

eligibility in general?

Please note that Act 60 of 2012 didn’t amend only Section 401(a) of the Act, it

amended many sections. Act 60 was passed to address the financial solvency of
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the PA UC Fund (Fund). Effective, June 30, 2000, the PA UC Fund balance was
$2.8 billion, by June 30, 2011, the Fund balance was $40 million, but $3.3 billion
in Federal loans were outstanding'. Thus, in my eyes, effective June 30, 2011, the
Fund balance was negative $3.26 billion. The Fund balance fortunately is trending
up and as of June 30, 2014, the Fund balance was $540 million, but the UC bond
balance was $2.2 billion. We believe that the changes of Act 60 & Act 6 of 2011

have significantly contributed to this improvement in the Fund balance.

Act 60 addressed the issue of solvency from both sides of the equation; benefits

paid to employees and employer taxes. Tax issues within Act 60 appear below.

¢ Increased the taxable wage base on which employers pay their UC
contributions from $8,000 to $10,000 incrementally through calendar year
2018.

e Triggers mechanisms exist in the law to add additional taxes on the
employer depending on the Fund balance when compared to the prior 3

years of benefits paid. This is called the Solvency Percentage.

'Data regarding PA UC Fund balance obtained from the Actuarial Evaluation 2014
report issued by L&I (see page 58).
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o For calendar year 2013 through the year when all debt is paid off; if

the solvency percentage is less than 250%, the Employer community
will pay $325 million per year through additional taxes

o For years in which all debt is paid off, if the solvency percentage is

less than 250%, the Employer community will pay $448 million per

year through additional taxes.

We draw your attention to the 250% solvency percentage. This figures was a
significant increase. Previous to Act 60, if the solvency percentage was 150% of
greater, the employer was actually assessed a negative surcharge. This last
occurred in calendar year 2002 and it was assessed at negative 1.4%. Thus, if an
employer’s basic tax rate computed to 5.7%, their total tax rate was .056202 (.057
x .986 =.056202). If the solvency percentage was between 125% but less than
150%, then there were no additional taxes. Once the solvency percentage was
below 125%, then additional taxes were imposed. As a result of Act 60, additional
taxes will be charged against the employer until such time that the solvency

percentage exceeds 250%. Prior to Act 60 that threshold was at 125%.
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L&I has estimated that the average of benefits paid out in 2015, 2016 and 2017
will be $2.1 billien?. How does a 250% solvency percentage compute to dollars
based upon that estimate? That will required the Fund balance to reach a balance
of $5.25 billion before the additional taxes on employers will be removed. The
highest Fund balance I’m aware of was $2.8 billion effective June 30, 2000".
Please note that I started working FT for my firm in 1986. If there was a higher
fund balance in the 1970’s or before, I couldn’t find any record of it. Why is this
point relevant? It appears for the foreseeable future the employer community will
be required to pay between $325 and $448 million per year in additional UC taxes,
above and beyond what they pay via their basic tax rate (the basic rate is their
experience rate before the surcharge and additional contributions and debt tax are

added to determine their total rate).

We note that as part of the trigger mechanisms, employees pay into the Fund via a
withholding tax. Therefore, it is clear that the solvency of the Fund is vital to both

the Employer and Employee community. Act 60 addressed solvency as

’Data regarding the estimated benefits paid obtained from the Actuarial Evaluation
2014 report issued by L&I (see page 13).
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stated earlier from both sides of the equation. Is it good public policy to amend the
PA UC Law in a manner that delays a return to solvency for the PA UC Fund? In
my humble opinion, no, as it would negatively affect both the Employer and

Employee community.

We understand that certain sectors of the workforce have apparently been effected
by the changes to Section 401(a) of the Act, more than others. If the General
Assembly believes that a solution must be found, we respectively request that you
consider the solvency of the Fund. How can that be done? There have been
proposals, if not bills introduced in the past that have address how to determine an
individual’s financial eligibility. Those proposals/bills included determining an
individual’s Weekly Benefit Rate (WBR) based upon the following:

e Average of the two or three highest quarters, or even all 4 quarters

e Taking total wages divided by total number of credits weeks in the Base

Year Period and the individual’s WBR would be 50% of that figure
o Please note that currently a credit week is any week in which an

individual works and earns about $117 in gross pay
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Does anyone at this point desire an explanation how any of the

above proposals would work?

If any of the above methods were used, the effect of such a change would be
spread across all workers not just seasonal workers. Thus, the intention of Act 60,
which was to address the solvency of the PA UC Fund by addressing both benefits

and taxes would still be realized.

Thus, we respectfully request that the Committee and the General Assembly
review this issue by looking at the big picture. To focus on just one change
contained in Act 60 is the same as taking one sentence out of context. It doesn’t

permit a true and accurate account of the issue at hand.

Again, we thank you for the opportunity to provide testimony on this subject and

I’m certainly will to address any questions you may have.

Page7 of 7



