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Unemployment Compensation Briefing -
Planning for 2011 and Beyond

Indiana Statewide Payroll Conference

September 14, 2011

Experience. Expertise. Proven Results.

TALX Cofidential and Proprietary

NOTICE

= TAXADVICE IN THIS COMMUNICATION IS NOT
INTENDED OR WRITTEN BY TALX TO BE USED, AND
CANNOT BE USED, BY A CLIENT OR ANY OTHER
PERSON OR ENTITY FOR THE PURPOSE OF:

I.  AVOIDING PENALTIES THAT MAY BE
IMPOSED ON ANY TAXPAYER

II. PROMOTING, MARKETING OR
RECOMMENDING TO ANOTHER PARTY
ANY MATTERS ADDRESSED HEREIN.

AGENDA

= National Unemployment Economic TALX Representatives
Update

Scott Bankert,
= U.S. Unemployment System Solvency Regional Director

= President Obama’s Budget Proposal

= Unemployment Cost Management

= Summary

= Questions and Answers m‘“m
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National Unemployment Economic Update
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National Unemployment Trend
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THE JOBLESS RECOVERY: Gross Domestic Product Has Recovered but Jobs Have Not
100 1,000000
Start of the Recession
o
0
Dec7 WG undg SEPUE Decks Mar09 1n09 Sep09 Dec03 Mar10 wun10 Sep10/Deci0 ooy E
3
100 8
——Difference in GDP from the Fourth Quarter of 2007 S
s
5 &
2 —— Cumulative Change in Employment 3000000 E
200 §
s
H
4000000 2
=
-300 &
5000000 &
=
5
somon £
400 AT 15
3
E
7000000 5
S0 End of the Recession
-5,000000
600 5,000,000
Source: National state o

Page: 2



Indiana Statewide Payroll Conference

Presented by:
September 14, 2011

TALX Corporation

National Unemployment Forecast 2011 — 2013
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Unemployment Compensation — Weekly Benefit Review
Traditional Unemployment Benefits
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State Extended Benefits

Maximum Weeks in most states

Emergency Unemployment Compensation Program (EUC 08)
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EUC 08 Program (Amended) — The Extension Act
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Tier| Tierll

= 79 weeks

TUR > 6% 3 consecutive months

The Worker Homeownership and Business Assistance Act
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Tierll Tier il Tier IV
(Modified)  TUR>6% TUR>B5%

» On Dec. 17, 2010 legislationwas signed to extend EUC for an additional 13-month period, retroactive to Nov. 30, 2010
« The deadlineto apply for EUC benefits is now Jan. 3, 2012 with no EUC payments after June 9, 2012
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U.S. Unemployment System Solvency

Total Unemployment Rate
First Quarter 2011

Unemployment Trust Fund Solvency

% Fourth Quarter 2008
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Unemployment Trust Fund Solvency
TALX Assessment as of August 11, 2011

TALX Assessment — Revenue per $1 of Benefits Paid
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TALX Unemployment Insurance (Ul) Trust Fund Review
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U.S. Average Unemployment Taxable Wage Base
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= 2011 - 18 states increased taxable wage base
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National Average Unemployment Tax Rate
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U.S. Department Of Labor 2010 average unemployment tax rate will not be finalized until 2011. Al rates are expressed as a percentage of taxable payroll.
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Federal Unemployment (FUTA) Tax Review

Effective 10/1/76-6/30/2011

A Tax Rate Taxable Wage Base FUTA Tax
6.2% $7,000 $434 Per Employee

If employer pays state SUI taxes timely and in full, a 5.4% credit is granted

FUTA Tax Rate FUTA Tax Credit FUTA Tax Rate FUTA Tax

(less credit)
6.2% 5.4% 0.8% $56 Per Employee

If Federal Title XII loan remains outstanding for two years (as of January 1%t), employers
in the affected state lose 0.3% of the 5.4% credit (or $21 per employee)

0.3% FUTA credit loss continues for every year the Federal Title XII loan remains unpaid
(Example: Year 1 = 0.3%; Year 2 = 0.6%, etc.)

1L 18
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Federal Unemployment (FUTA) Tax Review

Effective 7/1/2011

axable Wage Base FUTA
$7,000 $420 Per Employee

= |f employer pays state SUI taxes timely and in full, a 5.4% credit is granted

FUTA Tax Rate FUTA Tax Credit FUTA Tax Rate FUTA Tax

(less credit)

6.0% 5.4% 0.6% $42 Per Employee

= If Federal Title XIl loan remains outstanding for two years (as of January 1%t), employers
in the affected state lose 0.3% of the 5.4% credit (or $21 per employee)

= 0.3% FUTA credit loss continues for every year the Federal Title XII loan remains unpaid
(Example: Year 1 = 0.3%; Year 2 = 0.6%, etc.)

Potential FUTA Credit Reduction
-
State

3 : ;
A”g“s' FHuE Yoo | isazny

Indiana $1,815,526,598 1.10%  1.40% 1.20% 150%  1.80% = 2.10%
Michigan $3,120,792,827 1.40%  1.70% 1.50% 1.80% 2.10% = 2.40%
South Carolina? $966,613,654 1.10%  1.40% 1.20% 150% 1.80% @ 2.10%
Alabama $03 1.10% 0.90% 1.20% 1.50% @ 1.80%
Arkansas $359,989,601 1.10% 0.90% 1.20%  1.50% = 1.80%
California $8,189,431,759 1.10% 0.90% 1.20%  1.50% = 1.80%
Connecticut $809,875,582 1.10% 0.90% 1.20% 1.50% @ 1.80%
Florida $1,667,200,000 1.10% 0.90% 1.20%  1.50% @ 1.80%
Georgia $721,080,472 1.10% 0.90% 1.20%  1.50% = 1.80%
Idaho $202,401,700 1.10% 0.90% 1.20% 1.50% @ 1.80%
lllinois $1,803,874,161 1.10% 0.90% 1.20% 1.50% @ 1.80%
Kentucky $948,700,000 1.10% 0.90% 1.20%  1.50% = 1.80%
Minnesota $202,345,928 1.10% 0.90% 1.20%  1.50% = 1.80%
Missouri $725,446,730 1.10% 0.90% 1.20% 1.50% @ 1.80%
Nevada $773,160,968 1.10% 0.90% 1.20%  1.50% @ 1.80%

1- Reflects the expiration of the 0.2% *temporary” surtax on June 30, 2011
2- Expected to make a payment large enough to qualify for a credit reduction exemption in 2011. If made timely and the USDOL
approves, the FUTA effective rate would be reduced to 0.8% for the first half and 0.6% for the second half of 2011.
3- States with zero balances have advance authorizations for the current
month. These states are at risk of taking additional Title Xil loans.

Potential FUTA Credit Reduction
| LoanBalance | Actual | Potential FUTAEffective Tax Rate |

2012* 2013 2014*

State 2011 2
- pogus 1,201 | 2000 |3 |y | 2022 ]

New Jersey $1,097,786,014 1 10% 0.90% 1.20% = 1.50% @ 1.80%
New York $2,730,291,785 1.10% 0.90% 1.20% = 1.50% @ 1.80%
North Carolina $2,382,932,731 1.10% 0.90% 1.20% = 1.50% @ 1.80%
Ohio $2,611,387,131 1.10% 0.90% 1.20% = 1.50% @ 1.80%
Pennsylvania $2,630,390,569 1.10% 0.90% 1.20% = 1.50% @ 1.80%
Rhode Island $240,425,184 1.10% 0.90% 1.20% = 1.50% @ 1.80%
Virgin Islands $24,052,719 1.10% 0.90% 1.20%  1.50% @ 1.80%
Virginia $165,344,000 1.10% 0.90% 1.20%  1.50% @ 1.80%
Wisconsin $1,118,398,629 1.10% 0.90% 1.20% = 1.50% @ 1.80%
Arizona $247,446,722 .90% 1.20% = 1.50%
Colorado $325,998,253 .90% 1.20% = 1.50%
Delaware $62,523,367 .90% 1.20% = 1.50%
Hawaii $03 90% 1.20% = 1.50%
Kansas $170,821,412 .90% 1.20% @ 1.50%
Vermont $77,731,860 .90% 1.20% = 1.50%

Total Title XIl Loans $36,191,970,370

1- Reflects the expiration of the 0.2% *temporary” surtax on June 30, 2011
3- States with zero balances have advance authorizations for the current
month. These states are at risk of taking additional Title Xil loans.
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Projected Interest Payment as of August 3, 2011
Simple Interest

State Loan Amount as of 8/3/2011 January-September, 2011
AL $0 $0
AZ $247,446,723 $7,563,895
AR $359,989,602 $11,004,080
CA $8,189,431,760 $250,332,688
Cco $325,998,254, $9,965,040
CcT $809,875,583 $24,756,093
DE $62,523,368 $1,911,200
FL $1,667,200,000 $50,962,590
GA $721,080,472 $22,041,824
HI $0 $0
ID $202,401,700 $6,186,969
1L $1,803,874,162 $55,140,415
IN $1,815,526,599 $55,496,604
KS $170,821,413 $5,221,630
KY $948,700,000 $28,999,646)
Mi $3,120,792,827, $95,395,685

Presented by:
TALX Corporation

Projected Interest Payment as of August 3, 2011
Simple Interest

State Loan Amount as of 8/3/2011 January-September, 2011
MN $202,345,929 $6,185,264,
MO $725,446,731 $22,175,291
NV $773,160,969 $23,633,809
NJ $1,097,786,015 $33,556,873
NY $2,730,291,785 $83,458,938
NC $2,382,932,732 $72,840,946)
OH $2,611,387,131 $79,824,288
PA $2,630,390,570 $80,405,181
RI $240,425,184, $7,349,262
sC $966,613,654, $29,547,226)
vT $77,731,861 $2,376,090
VA $165,344,000 $5,054,198
Vi $24,052,719 $735,238
WI $1,118,398,630 $34,186,955

TOTAL $36,191,970,370 $1,106,307,920

Federal Title XII Interest Provisions
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President Obama’s Budget Proposal

Long-standing State Financing Policies have Increased Risk of Insolvency
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Source: U.S. Government Accountability Office (GAO), April 2010

Federal 2012-2013 Budget Proposal

= Title XII loan interest waiver for 2011 and 2012
= 2011 estimated tax relief $1.22 billion (interest rate 4.0869%)
= 2012 estimated tax relief $1.79 billion
= ARRA waived interest charges for 2009 and 2010

= FUTA Credit Reduction Suspension for 2011 and 2012
= 2012 estimated tax relief $2.14 billion
= 2013 estimated tax relief $4.54 billion

= FUTA wage base increase to $15,000 (from $7,000) in 2014

= 34 states would be required to raise SUI wage bases

= FUTA wage base also permanently indexed on yearly basis
= In 2014, the FUTA rate would decrease to 0.38%

= Extension of 0.2% FUTA surtax for 2011, 2012, and 2013

Source: UWC - Strategic Services on Unemployment and Worker's Compensation
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Federal Unemployment (FUTA) Taxable Wage Base
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*Proposed change in FUTA wage base based on President Obama's 2012-2013 budget proposal

Federal Unemployment Tax (FUTA)
What if State Unemploygemy‘l'axable Wage Bases = $15,000?
T TTT—
AL $8,000 i $9,000
AR $12,000 ) $13,000
Az $7,000 MS $14,000
cA $7,000 NE $9,000
co $10,000 NH $12,000
DC $9,000 NY $8,500
DE $10,500 oH $9,000
FL $7,000 PA $8,000
GA $8,500 PR $7,000
I $12,740 sc $10,000
IN $9,500 sD $11,000
KS $8,000 ™ $9,000
KY $8,000 TX $9,000
LA $7,700 VA $8,000
MA $14,000 VT $13,000
MD 38,500 wi $13,000
ME $12,000 wy $12,000

Federal Unemployment Tax (FUTA)
What if = $15,000?

W WageBase > $15,000
W WageBase < or =$15,000

Page: 10



Indiana Statewide Payroll Conference
September 14, 2011

JOBS Act of 2011 - HR 1745

= Sponsored by Rep. Camp, R-MI
= Chair of House Ways & Means Subcommittee on Social Security

= States can elect to continue payment of Emergency Unemployment
Compensation & Extended Benefits after 7/1/11 or spend funds on:

= Title XII loan balances

= Title XII interest payments
= FUTA credit reduction

= Jobs training programs

Cost of EUC & EB already budgeted, no expansion of federal deficit

= Allows 0.2% “temporary” FUTA tax to expire 6/30/2011

Presented by:
TALX Corporation

TALX 2011 Unemployment Tax Review
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Source: NASWA State Unemployment Insurance Tax Survey, April 2011

Change in Ul Tax Revenue from 2010 to 2011
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Source: NASWA State Unemployment Insurance Tax Survey, April 2011
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Unemployment Tax Management

Unemployment Tax and Benefit Review
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Unemployment Tax Cost — State Example

Indiana 2011 Merit Rating

G wax 10.492% (2010: 5.60%)

(2010:7.000) ~ Taxable Wage Base
$996.74

Maximum $ Per Employee

$53.68  Minimum $ Per Employee
$10,140

Employer Rate

Maximum Claim Liability

N0, 565% (2010: 1.10%)
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Unemployment Cost Management
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Effective Unemployment Cost Management

= Establish an organized process for initial claim responses

= Evaluate each individual determination

= Ensure timely appeals and proper hearing preparation

* Audit benefit charge statements by individual claim and protest overpayments

1L

National Annual Benefit Charge Overpayment Rate
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2009 Estimated Underpayments - $484.9 Million 2009 Estimated Overpayments - $7.124 Billion
2008 Estimated Underpayments - $259.3 Million 2008 Estimated Overpayments - $4.192 Billion
Source: 'S Deparmert of Lo - Benei Repor 2000 (rost recent o v

Voluntary Contribution Planning

States Allowing Voluntary Contributions

Arkansas Massachusetts New York
Arizona Michigan Ohio
Colorado Minnesota Pennsylvania
Georgia Missouri South Dakota
Indiana Nebraska Texas
Kansas North Carolina Washington
Kentucky North Dakota Wisconsin
Louisiana New Jersey West Virginia
Maine New Mexico

Additional Considerations

= Employee Population

= Mergers, Acquisitions or Reorganizations
= Multiple Bracket Reductions
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= Evaluate unemployment tax savings
= Analyze all possible rate combinations
= Compliance requirements
Review of state statute
Duration and filing deadlines
Dissolution provisions
= Common ownership definitions

Implementation
= File compliance documents timely

Post Implementation

= Verification of combined tax rate assignments
= Protest of incorrect determinations

= Validation of tax savings achieved

= Annual review for dissolution and modification

Joint Account (Common Rating) Planning

Planning and Design
= Define states allowing Joint Account option
= Review legal entity structure

Presented by:
TALX Corporation

Unemployment Tax Cost Projections
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= Federal Unemployment Tax  * State Unemployment Tax (SUI) W SUI Rates Issued
Account Experience State Factors Legislative Changes FUTA Credit Reduction
= Unemployment Claims = Taxable Wage Base = Federal Level = Based on Title XIl Loans
= Unemployment Tax Paid * Rate Tables and Surcharges = state Level = Increases Effective FUTA Rate

Acquisitions

Merger — Acquisition — Reorganization Planning
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Summary

National Unemployment Tax Rate - Key metric for employers

Total Unemployment Rate (TUR) - /mpacts state trust funds

Trust Fund Solvency - /mpacts Title Xl loan activity

Title X1l Loans - /mpacts employer FUTA taxes

Economic Conditions - /mpacts employer unemployment costs

Budget and Forecasting - Planning initiatives 2011 and 2012

Questions and Answers

For more information please contact:

Scott Bankert

Regional Director, Employment Tax Services

TALX Corporation

(912) 450-1813

Cell: (614) 893-7467

sbankert@talx.com ?
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