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NO /•'/SCAIJ /JHPAC1' ON S11i 1'E OR AUHNC)' FUN/)IN(,', 
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B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for oach 
agency, line itorn, and fund tdfected and the number of FTE positions affected. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect 
on the blonnlal appropriation for ench agency and fund affected and any amounts included 1i1 the 
executive budget. Indicate the relatlonshlp between the amounts shown for expenditures and 
appropriations. 
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on the Eleventh order on the calendar, 
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Minutes: 

The meeting wus culled to order. All committee members, except Senator Tollefson, present. 

Heuring wus opened 011 1-113 14 71 rcl<1ting to unemployment compensation employer rates; to 

provide un cffoctivc <lute and to declare an emergency. 

Representative Mary Ekstrom, Distrkt 11, co sponsor. Introduced the blll and Ray Uudajtcs. 

Written testimony attached, 

Ray Gudjatcs, Job Service ND, This bill clarifies the application of the rate limiter provision 

which wus included in H B 1135 enacted by the 1999 Legislature. It identifies the exceptions 

where the rate limitution prnvision will not apply, There will be no fiscal impact because this is 

what has been done anyway, \Vrittcn testimony uttuchcd, 

No opposing testimony. Hearing closed, 

Tape 2~A-20. l to 21.5 

Discussion held, Senator Mathern: Motion do pass, Senator Klein: Second. 
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HB 1471 UNEMPLOYMENT COMPENSATION RATES 
INDUSTRY, BUSINESS AND LABOR COMMITTEE 

Janua,-y 31, 200 I / Mary Ekstrom 

Good morning Mr. Chairman, members of the committee, I am Mnry Ekstrom. I rcprcs.;nt 
District 11 in Fargo. 

I am here to present HB 1471. This bill was flied at the request of Job Scrvic.c. Representatives 
from Job Service ure here lo cxpluin the bill in detail. 

As many of you rccull, we made extensive adjustments in the Unemployment Compensation 
rates last session. This bill deals primarily with one additional aspect. Employers with a 
negative lifetime cumulative reserve balance that wus also negative in the previous year may not, 
if this bill is enacted, buy down their negative rute through volunwry contributions. 

I will let the experts explain the rest. I would happy to ttnswcr any questions. 



HOUSE BILL 1471 
Testimony Before the House Committee On 

Industry, Business and Labor 
Representative Rick Berg, Chairman 

January 31, 2001 

Mr. Chairman and members of the committee, I am Ray Gudajtes with Job 
Service North Dakota. House Bill 14 71 clarifies the application of the rate 
limiter provision which was included in House Bill 1135 enacted by the 1999 
Legislature. 

The rate limiter provides that for the tax years 2000 , 001 and 2002 no 
employers tax rate would increase by more that" /a of their previous years 
tax rate or decrease by more than 10% of their previous years tax rate. 

The Intent of HB 1135 ( 1999) was to establish an adequate trust fund reserve 
level; provide a more equitable way of funding the Unemployment Insurance 
Trust Fund; and create incentives for employers to manage risk under the 
program. 

The Legislature recognized the short .. term impact the new arrayed tax rate 
schedule could have on business and provided for a gradual transition into 
thi.~ new rates. This was mainly for the negative balance employers who were 
at 5.4 percent and could have gone to 10.09 percent under the new statute 
ar1d for the 78 percent positive balance employers who were In th,3 two lowest 
rt1te groups under previous statute and would be assigned a rate In the 
e,rrayed positive schedule which could be double or more their current rate. 

The rate limiter provision has been applied using experience rating prlnclples 
and with the Interpretation that the Intent of the provision wa.~ not to reward 
employers by allowing thern pay lower taxes If their experience or actions 
caused them to make higher use of the Trust Fund; or to penalize certain 
employers from qualifying for lower rates when through their experience or 
actions caused them to make less use of the Trust Fund; or to protect an 
employer who did not comply with program reporting requirements. 

This blll Identifies the exceptions where the rate !Imitation provision will not 
apply: 



• An experience rated employer that was a new employer the previous year. 
A change from a new employer to an experience rated employer is a 
change in employer rating classification. The new employer rate is 
specified in statute and is there to protect the Unemployment Insurance 
Trust Fund while the employer has opportunity to develop a history. Once 
the employer has sufficient experience the employer should be assigned 
an experience rate appropriate for the potential risk to the fund as 
determined by the experience rating process. 

• A negative employer that was a posltlve employer the previous year. 
A change from a positive balance employer to a negative balance 
employer is a change in employer rating classification. An employer that 
has created a higher risk to the solvency of the Unemployment Insurance 
Trust Fund should not be protected from responsibility for their lack of risk 
management by artificially maintaining their rates lower than their risk to 
the fund requires. 

• A positive employer that was a negative employer the orevious vear, 
A change from a negative balance employer to a positive balance 
employer Is a change in employer rating classification. An employer who 
has reduced their risk to the solvency of the Unemployment Insurance 
Trust Fund should not be penalized by artiflclally maintaining their rates 
higher than their risk to the fund requires. 

• An emplo~~r that has failed to file a report. 
An employer that has failed to file reports or flies an Insufficient report Is 
classified as a dellnquent employer. Statute specifies the rate that will be 
assigned to employers that are In this status, Employers that fall to comply 
with the requirement of the program should not be protected from being 
accountable for not fulfilling their responslbllltles, 

• A oew emplO.Y,e,r, 
Statute specifies the rate that wlll be assigned to employers that are 
classified as new employers. 

• Ea1olovars that cboose to m.ake P8.>!tnents In Ueu of contribution~. 
Employers that choose this method are commonly referred to as 
Reimbursable employers. These employers are not assigned a tax rate; 



rather they reimburse the Unemployment Insurance Trust Fund for all 
charges to the fund attributable to their former employees that receive 
unemployment Insurance benefits. 

For the calendar years 2000, 2001, and 2002, this bill also limits the 
application of a voluntary contribution by a negative balance errlployer to 
reduce their unemployment insurance tax rate. An employer with a negative 
lifetime cumulative reserve balance that was also negative in the previous 
year cannot buy down to a rate in the positive employer schedule. During 
these years when legislative concessions have been made to ht1lp reduce the 
Impact of the law changes, employers should be encouraged to develop risk 
management and cost containment programs that will result In less use of 
and dependence on the unemployment insurance program and ultimately 
reduce the cost of all employers. Use of the voluntary contributions to buy a 
positive rate does not encourage employers to look at the big picture. 

Mr. Chairman this concludes my testimony. Thank you. 



HB 1471 UNEMPLOYMENT COMPENSATION RATES 
INDUSTRY, BUSINESS AND LABOR COMMITTEE 

February 28, 200 l / Mary Ekstrom 

Good morning Mr, Chairman, members of the committee, I am Mary Ekstrom. I represent 
District 11 in Fargo, 

I am here to present I-IB 1471. This bill wus filed at the request of Job Service. Representatives 
from Job Service arc here to explain the bill in detail. 

As many of you recall, we made extensive adjustments in the Unemployment Com11cnsntion 
rates last session. This bill deals primarily with one additional aspect. Employers with a 
negative lifetime cumulative reserve bnlancc that was also negative in the previous year may not, 
if this bill is enacted, buy down their negative rate through voluntary contributions. 

I will let the experts explain the rest. I would happy to answer any qucsttons, 



HOUSE BILL 1471 
Testimony Before the Sanate Committee On 

Industry, Business and Labor 
Senator Duane Mutch, Chairman 

February 28, 2001 

Mr. Chairman and members of the comrr1lttee, I am Ray Gudajtes with Job 
Service North Dakota. House Bill 14 71 clarifies the application of the rate 
limiter provision which was included in House Bill 1135 enacted by the 1999 
Legislature. 

The rate limiter provides that for the tax years 20C0, 2001 and 2002 no 
employers tax rate would increase by more than 30% of their previous years 
tax rate or decrease by more than 10% of their previous years tax rate. 

The intent of HB 1135 ( 1999) was to establish an adequate trust fund reserve 
level; provide a more equitable way of funding the Unemployment Insurance 
Trust Fund; and create Incentives for employers to manage risk under the 
program. 

The Legislature recognized the short-term impact the new arrayed tax rate 
schedule could have on business and provided for a gradual transition into 
the new rates. This was marnly for the negative balance employers who were 
at 5.4 percent and could have gone to 10.09 percent under the new statute 
and for the 78 percent positive balance employers who were In the two lowest 
rate ~roups under previous statute and would be assigned a ratEi In the 
arrayed positive schedule which could be double or more their current rate. 

The rate limiter provision has been applied using experience rating principles 
and with the Interpretation that the Intent of the provision was not to reward 
amoloyers by allowing them pay lower taxes If their experience or actions 
caused them to rr1ake higher use of the Trust Fund; or to penalize certain 
employers from quallfylng for lower rates when through their experience or 
actions caused them to make less use of the Trust Fund; or to protect an 
employer who did not comply with program reporting requirements. 

This blll Identifies the exceptions where the rate limitation provision will not 
apply: 



• An experience rated employer that was a r,ew employer the previous year. 
A change from a new employer to an experience rated employer is a 
change In employer rating classification. The new employer rate is 
specified In statute and is there to protect the Unemployment Insurance 
Trust Fund while the employer has opportunity to develop a history. Once 
the employer has sufficient experience the employer should be assigned 
an experience rate appropriate for the potential risk to the fund as 
determined by the experience rating process, 

• A negative employer that was a posit.Ive employer the previous yea~. 
A change from a positive balance employer to a negative balance 
Amployer ls a change in employer rating classification. An employer that 
has creatc::,d a higher risk to the solvency of the Unemployment Insurance 
Trust Fund should not be protected from responsibility for their lack of risk 
management by artlflclally maintaining their rates lower than their risk to 
the fund requires. 

" A positive emoloy(!t that was a negatly_e employer the previous year:. 
A change from a negative balance employer to a positive bat a nee 
employer Is a change In employer rating classification. An employer who 
has reduced their risk to the solvency of the Unemployment Insurance 
Trust Fund should not be penalized by artlflclally maintaining their rates 
higher than their risk to the fund requires. 

• An amoloyer that ha§ failed to file a reoQI.1. 
An employer that has failed to file reports or files an Insufficient report Is 
classified as a delinquent employer. Statute specifies the rate that wlll be 
assigned to employers that are In this status. Employers that fall to comply 
with the requirement of the program should not be protected from being 
accountable for not fulfilling their responslbllltles. 

• A new emolo~er .. 
Statute specifies the rate that will be assigned to employers that are 
classified as new employers. 

• Employers that cbgose to ma~~_p,ayments In lieu of cootrlbutfons. 
Employers that choose this method are c01rimonly referred to as 
Reimbursable employers. These employers are not assigned a tax rate; 



rather they reimburse the Unemployrnent Insurance Trust Fund for all 
charges to the fund attributable to their former employees that receive 
unemployment insurance benefits. 

For tha calendar years 2000, 2001, and 2002, this bill also limits the 
application of a voluntary contribution by a negative balance employer to 
reduce their unemployment insurance tax rate. An employer with a negative 
lifetime curnulative reserve balance that was also negative in the previous 
year cannot buy down to a rate in the p()sitive employer schedule. During 
these years when legislative concessions have been made to help reduce the 
impact of the law changes, employers should be encouraged to develop risk 
management and cost containment programs that will result in less use of 
and dependence on the unemployment Insurance program and ultimately 
reduce the cost of all employers. Use of thA voluntary contributions to buy a 
positive rate does not encourage employers to look at the big picture. 

Mr. Chairman Uiis concludes my testimony. Thank you. 


