QUESTIONS MOST ASKED
+ BY REIMBURSING
EMPLOYERS

eHOWw to change payment status

eHow billing works

e\What governmental services are excluded?
eAre religious-based organizations exempt?


Presenter
Presentation Notes
My name is Curtis, and I am the Analyst in the Reimbursing Unit of the UIA Tax Office.  My experience is that reimbursing employers frequently have questions on certain topics, and I’d like to share those questions, and our answers, with you today.



A for-profit employer does not have the option to be reimbursing.  A governmental entity, Indian Tribe, or Tribal Unit is reimbursing, but can elect to be contributing.  A non-profit is contributing (tax paying), but can elect to be reimbursing, if it is designated by the IRS as a 501(c)(3) organization.  



The most frequently asked questions about being reimbursing are:  How can I change from being contributing to reimbursing, or vice versa?  How will I be billed in either case?  What services performed for a governmental entity are excluded from coverage under the law?  What religious-based organizations are exempt?  






HOW TO CHANGE
i PAYMENT STATUS

m Change must be made effective at the
start of a calendar year.

m Written request must be received no
later than December 2 before the year
of the change.

m A change to reimbursing must remain
In effect for at least 2 years.


Presenter
Presentation Notes
If an employer wishes to change from contributing to reimbursing, or vice versa, the change must be effective at the beginning of a calendar year.  The written request for the change must be made no later than December 2 prior to the effective year of the change.  Once a change is made to reimbursing status, it must remain in effect for at least 2 calendar years, before the employer can change back to contributing.  


HOW TO CHANGE
i PAYMENT STATUS

m A request from a non-profit must
Include a copy of the IRS 501(c)(3)
designation letter.

m There must be no missing quarterly
reports on the account.

m The account must be paid up-to-date.


Presenter
Presentation Notes
A non-profit employer requesting reimbursing status must provide a copy of its IRS letter designating it as an approved 501(c)(3) organization.  A governmental entity or Indian Tribe, however, does not need to provide such a letter.



To change status, all quarterly reports (Form UIA 1020 and 1017) must have been filed, and there cannot be a balance on the account.     


HOW TO CHANGE
i PAYMENT STATUS

m Non-profit or Indian Tribe/Tribal Unit
must post security if annual payroll is
$100,000 or more.

m New MI Business Taxes Registration
Form may be required If information
on file Is more than 10 years old.

m Any negative-reserve balance on
contributing account must be paid off.


Presenter
Presentation Notes
If the entity requesting to become reimbursing is a non-profit organization or an Indian Tribe or Tribal Unit, it must post a security of 4% of its annual gross payroll, if that annual payroll is $100,000 or more.  Acceptable forms of security include a letter of credit from a bank; a surety bond from an insurance or bonding company; or (in the case of an employer with annual gross payrolls between $100,000 and $150,000) a joint saving account or joint uncertificated CD with UIA as the other named entity on the account.  If a security is required, a letter outlining the requirement and including samples of acceptable security language is provided by the UIA to the employer.  The security must be received by the UIA before the employer’s status can be converted. 



The UIA may require the employer to provide an updated Michigan Business Taxes Registration Form, if the one on file is more than 10 years old.



If a contributing employer wishes to convert to reimbursing, it must first pay any negative reserve shown on its contributing account.  A “negative-reserve” is not the same thing as an “account balance”  A “negative reserve” means that the employer’s actual experience account reserve is less than the required reserve, or the Agency paid more in unemployment benefits to the employer’s laid-off workers than what was contributed into its reserve account.  




HOW TO CHANGE

1 PAYMENT STATUS

m Any benefit charges to the contribut-
INng account after the conversion are
moved to the reimbursing account.


Presenter
Presentation Notes
In recent years, the law was amended to require that any benefit charges that post to the contributing account following the conversion to reimbursing are moved to the reimbursing account for reimbursement.  A contributing employer with a positive reserve account that became reimbursing, and later elects to return to being contributing within 6 years of the change to reimbursing, may request the reinstatement of the previous positive reserve balance. 


HOW TO CHANGE
i PAYMENT STATUS

m When a Reimbursing employer
converts to contributing, the process Is
the same, except that no new
501(c)(3) designation letter is needed.

m The employer must have been
reimbursing for at least 2 years before
converting to contributing.


Presenter
Presentation Notes
When a reimbursing employer that has been reimbursing for at least 2 years wishes to convert to contributing, the request must be received no later than December 2 of the year prior to the effective year of the change.  No 501(c)(3) designation letter is needed in this case.  There must be no missing quarterly reports, and no account balance.  A Michigan Business Taxes Registration Form may be requested for updated account information.  When the request to convert has been received, the UIA sends an acknowledgement letter to the employer.  If the conversion is approved, a formal Determination is sent to the employer, showing the new account number.    


HOW BILLING WORKS

m When a claim for unemployment benefits Is
filled, a MONETARY DETERMINATION is
Issued to the employer.

m Forms UIA 1136, Weekly Summary
Statement of Charges and Credlts, are
Issued.

m Form UIA 1770, Quarterly Summary
Statement of Charges and Credits, Is issued.


Presenter
Presentation Notes
Before an employer is billed for benefit charges on a claim, the employer is notified that it is a potentially chargeable employer on the claim.  This notification is given by means of the “Monetary Determination.”



If benefits are actually paid and are chargeable to the employer, they appear on Form UIA 1136, Weekly Summary Statement of Charges and Credits, which is an appealable document.  These weekly summaries are then rolled up into a quarter summary, Form UIA 1770, Quarterly Summary Statement of Charges and Credits.  An employer can check the accuracy of the Form UIA 1770 by adding up the individual Forms UIA 1136 issued during the quarter.


HOW BILLING WORKS

Form UIA 1136 -
Statement of Unemployment Benefits Charged or Credited to Employer’s Account

s A ed by
State of Michigan MCL 4“2‘?1“2: s«;y,

Department of Labor & Economic Growth
Unemployment Insurance Agency ”
) { www.michigan.gov/uia
STATEMENT OF UNEMPLOYMENT BENEFITS CHARGED OR
CREDITED TO EMPLOYER'S ACCOUNT

UIA 1136
(Rev. 3 04)

Blulbddillladbalidsbiabl )

Norelmach Company
FORM UIA 1136

City, State  48708-8026

STATEMENT OF

UIA Employer Account No.: 0000000 000
Employer Name: Norelmach Company

—— UNEMPLOYMENT

Unemployed Unemployed BO Adjustment WKEND AD CHG EARNED
Worker SSN Worker Name NBR Dat DATE TYP TYP. INCOME TOTAL
333-33-3333 J. Doe 021 03/03/2004 02/21/2004 01 REG 0.00 201.00

CHARGED OR
CREDITED TO
EMPLOYER'S
ACCOUNT

TOTAL TO ACCOUNT 0000000 000
FORWEEK ENDING  03/06/2004

LAST PAGE FORM 1136

ATTENTION CONTRIBUTING EMPLOYERS: If claimant’s earnings from you for any week(s) listed equal or exceed
your charges for that week(s), please notify UIA so your account may be credited.

THIS ISNOT A REQUEST FOR PAYMENT - SEE IMPORTANT INFORMATION ON REVERSE SIDE
DLEG is an Equal Opportunity Employer and complies with the Americans with Disabilities Act.



Presenter
Presentation Notes
This is what Form UIA 1136 looks like.  It shows the names of the claimants who were paid benefits for the 2-week period covered by the Form, the claimants’ social security numbers, and the weekly benefit charge to the employer for each week in the two-week period.  This Form continues to be generated as long as any benefits are chargeable to the employer in a week, or any credits are issued to the employer for the week. 


HOW BILLING WORKS

UIA 1770 State of' Michigan Authorized by
(Rev. 3 04) Department of Labor onomic Growth MCL 421.1, et seq.

T Unemployment Insurance Agency
@ www.michigan. gov/uia

SUMMARY OF STATEMENT OF BENEFITS CHARGES AND CREDITS
CALENDAR QUARTER ENDING 9/30/1999

oL S 1 e e M e e
Trust Fund Accounting
55555 Some Avenue
City, State  48708-8026

MAIL DATE: 01/05/1999 FORM U IA 1770

UIA Employer Account No.: 0000000 000
Operating Unit Number: 019 889 00 S{ [Mm R )/
IEmployer Name: Trust Fund Accounting
Unemployed Unemployed BO Number
Worker Na NBR of Itams f' ’A ’ f ME NT OF
ur Robe 01 01 20
1333 - 201.00

3 Chur Robe 01 01

TOTAL FOR OPERATING UINT 0199889 000 01 201.00
iFOR QUARTER ENDING 09/30/1999 BENE‘ I ’

THIS IS NOT A REQUEST FOR PAYMENT - SEE IMPORTANT INFORMATION ON REVERSE SIDE
DLEG is an Equal Opportunity Employer and complies with the Americans with Disabilities Act.



Presenter
Presentation Notes
Form UIA 1770 shows the same information as on Form UIA 1136, compiled on a quarterly basis.


HOW BILLING WORKS
+

m Form UIA 1763, Reimbursing
Employer's Billing for Benefit Charges,
IS Issued.


Presenter
Presentation Notes
Following issuance of Form UIA 1770, Form UIA 1763, Reimbursing Employer’s Billing for Benefit Charges, is issued.  I’ll discuss later in this presentation when the payment on the billing is due.  This Form identifies the employer, the balance due, any balance-forward amount, any accrued interest, and the period-ending for the benefit charges. 


HOW BILLING WORKS

A 1763 Anthartrad By MGL 221, 17601]

(e, 4083 -, tﬁ":v‘z s]d
Depertmant of Enray. | sbor & Beonersic Grovth % UIA AUTHORITY TO BILL REIMBURSING EMPLOYERS FOR BENEFIT CHARGES

Uniemploymant inguvanas Agency G i o i ) i . . R
Tax Cize - Reimbursing Unit - The authority to bill reimbursing employers for benefit charges is contained in Section 13¢(1) of the

3024 W. Grand Blvd., Suite #11-500 REIMBURSING EMPLOYER BILLING Michigan Employment Security Act [MCL 421.13¢(1) and 421.131(4)].

Cratrmit, Michlgan 48202 FOR BENEFIT CHARGES

wWww.Nchigan ao g {31%) 456-2085
(313 456-2132 FAX RESULTS OF FAILURE TO PAY TIMELY
Mailing Date: 0442672010 ) )

e UIA Ermplayer Azeount Ho.: Section 13¢(2), 13g(6), 13k(3) and 13I(1) of the MES Act provide that past due reimbursement
Wbl b Ll et . amounts, including those AMOUNTS UNDER PROTEST AND APPEAL, shall be subject to the

- . . e ol sz 0;25?3 interest, assessment and collection provisions provided in Section 15 of the Act.

Auarued Intesast: t0,00 Section 13d of the MES Act provides that delinquent Reimbursing Employers may be required to
file with the Agency a surety bond, irrevocable letter of credit or other approved security

Benety ChaosFor i 12 PrigiieH arrangement, or they may have their status as a Reimbursing Employer terminated.

Relmbursing employsrs arg requirad to pay, in izu of tax payments, an amaount sowesk to 1he fult amount of regular o | i i i
benafits, traing benofits, and the amount of extended benefits nat pald for by the Fedaral Government. The benefit Interest accrues at the rate of 1% per month (on a daily basis) on all reimbursement amounts paid

charges above summarize the Weekly Charges or Credlll Notlees (Fam LIlA 1136} and Quarierly Charges or Creil after the payment due date as determined by both the Date of Mailing, and by the type of reimbursing
Neticas (Farm UlA 7770) previously malled to you employer: Nonprofit Organization, State of Michigan, Indian Tribe or Tribal Unit, or Other Government

Balance Due: $570.13 Retain For Your Records Entity.
Payrngnt Dua Date: D5/2672010 Cheek Numbear: EXPLANAT[ON OF PAYMENT DUE DATE AND CHARGES

 Dally Interest Accural: 40.00 Date: NONPROFIT ORGANIZATIONS AS DEFINED IN THE MES ACT SECTION 13a:
Taneva i & Crwely Aalancs, 13 PETIHE 18 HORSSETY. Amount Pald § Your payment is due no later than thirty (30} days after the date of mailing of Form UIA 1763.
Nl A o I el ion B ol b S At O g R e e Yo e angoe STATE OF MICHIGAN, INCLUDING STATE DEPARTMENTS, INSTRUMENTALITIES, HOSPITALS
failure to b brriit the Wage Detail Report, Form UIA 1017, and 2 $10.00 Payrell Repart Ponalty will b ]
o your actoamlof fllurs o faely e o bareig uarioy Baytol Rapor, Foren ULA 1020R. TS amaunt, AND INSTITUTIONS OF HIGHER LEARNING AS DEFINED IN THE MES ACT SECTION 13g:
if applicalyle, fs retiected In the Palance Forward: indicated. Your payments is due no later than sixty (60) days after the date of mailing of Form UIA 1763.
*BALANGE FORWARD INCLUDES PAYMENTS AND INTEREST POSTED AS OF DATE MDICATED
5 ng Is due and payment upon recelpl, end is pasi due if unpald after the due date on this bl
This bININg Is o d nt Ipt, &nd I0 atter the due d hi OTHER GOVERNMENT ENTITIES, INCLUDING SCHOOL DISTRICTS NITY COLLEGE
UNEMPLOYMENT INGLIRANCE ACENCY PAYMENT tNSTRUCTIONS: DISTRICTS AND POLITICAL SUBDIVISIONS, AS DEFINED IN THE MES ACT SECTIONS 13i, 13k:
1. Make your chack or maney order paymible to UNEMPLOYLIENT INSURANCE AGENCY. Your annual payment for the previous calendar year is due no later than thirty (30) days after the
g- g:‘:wwa% SﬁnﬂlWﬁrﬁTum ﬁ;ﬂ&l en Ihe face of your afiect: of manay afdar. beginning of your current fiscal year, or if the Form UIA 1763 has been mailed after the beginning of
- e paymen stelament below, writh yaur payment In the Srclosed anvsiops. your current fiscal year, no later than thirty (30) days after the date of mailing of Form UIA 1763.
Cut here and retum bottom portion wilth p
Ui 1mes1 LINEMBLOYMENT INSURANCE AGENGY PAYMENT NOTIGE INDIAN TRIBES OR TRIB TS, AS DEFIN THE ME TION 131
DELEG (s aﬁosq‘ﬁdo?;gﬁgmsﬁ oG Your annual payment for the previous calendar year is due no later than thirty (30) days after the date
of mailing of the Form UIA 1763 for the immediately preceding calendar year.
U1& Employer Account Nou! Amount Dus Ameumnt Baclosed

VILLAGE OF

570.13 $

Perdod Ending: 12/31 /2009 :  UNEMPLOYMENT INSURANCE AGENCY
PO Box 3358
Delredl, Michigen 4B233-5EER

10 0 O 6 O 300 S0
* U I A1 7 630801192 %

If you have moved or plan to move in the next 30 days, please complete the Form
UIA 1025 attached to the return envelope.



Presenter
Presentation Notes
The front of Form UIA 1763 is shown here on the left.  On the right is the back of the Form, with important information outlining the consequence of an employer’s failure to pay timely and explaining payment due dates and charges.


HOW BILLING WORKS

_|_- Non-profits and state agencies are billed
guarterly. Non-profits have 30 days to pay;
state agencies have 60 days to pay.

m Governmental entities (other than the state)
and Indian Tribes/Tribal Units are billed
annually. The bill is based on charges
Incurred in the prior calendar year. Date of
billing Is based on the entity’s fiscal year
date . They have 30 days to pay.


Presenter
Presentation Notes
Non-profit employers are billed quarterly and have 30 days from the date of mailing of the billing to pay the amount shown.  State agencies are also billed quarterly, but have 60 days from the date of mailing to pay the amount shown.



Governmental entities, including cities, counties, townships, school districts, community college districts, and other governmental jurisdictions, and also Indian Tribes and Tribal Units, are billed annually.  These employers have 30 days from the date of mailing to pay the amount shown.  The bill to these entities is based on charges incurred in the prior calendar year.  The mailing date of the bill is determined by the beginning date of the entity’s fiscal year.  So, for example, if a governmental entity’s fiscal year begins July 1, their annual bill for the prior calendar is mailed after July 1.     


_|_

HOW BILLING WORKS

m Payment must be made when due, but
the payment may be made “under
protest” if there Is a question about
the appropriateness of the charge.

m A late payment Is subject to interest,
calculated daily, at 1% per month.


Presenter
Presentation Notes
The most unpopular aspect of being a reimbursing employer is the statutory requirement that the reimbursement must be made even while there is a dispute about the underlying benefit charges.  These reimbursement payments may be made “under protest” and would, of course, be reversed if a final decision is made in favor of the employer.



If an employer that is billed annually disputes the charge and pays it under protest, and then later receives a credit in the subsequent billing year, the employer may request that the credit be applied to the year in which the charge was incurred, rather than the year in which the credit was given.  That could eliminate the need to pay for charges just billed for the prior calendar year.  



Interest on any delinquent balance is, by law, calculated daily, at 1% per month. 


HOW BILLING WORKS
+

m A $10.00 penalty is assessed for late
filing of Form UIA 1020-R,
Reimbursing Employer’s Quarterly
Payroll Report .

m A $25.00 penalty is assessed for late
filing of Form UIA 1017, Wage Detall
Report.


Presenter
Presentation Notes
A penalty of $10.00 is assessed when Form UIA 1020-R, Reimbursing Employer’s Quarterly Payroll Report, is received late.  The report is due by the 25th day of the month following the end of the reporting quarter.



A $25.00 penalty is assessed for a late-filed Form UIA 1017, Wage Detail Report.     


HOW BILLING WORKS

Authorized b
State of Michigan MCL 421.1, et seq

DEPARTMENT OF LABOR & ECONOMIC GROWTH
UNEMPLOYMENT INSURANCE AGENCY
Tax Office — Suite 11-500
3024 W. Grand Boulevard - Detroit, Michigan 48202
www.michigan.gov/uia

REIMBURSING EMPLOYER’S QUARTERLY PAYROLL REPORT

Employer Name & Address Mail To:
Unemployment insurance Agency
Tax Office
PO Box 33598
Detroit, Ml 48232-5598

DO NOT MAKE ADDRESS CORRECTIONS ON THIS FORM.
e pre-printed address is not correct, please call 1-800-638-3994 (in Michigan) or 313-456-2180 to obtain Form UIA

1025, Employer Request for Address/Name Change.

INSTRUCTIONS: This report is due on the 25th of the month following the end of the calendar quarter. See
reverse side for detailed instructions.

To ensure proper processing of this repart, type/print characters
in ink within the boxes as shaown.

1. UIA Account 2. Federal Emp.
Number [.D. Number
3. Quarter o
Smeone /LTI

4. Gross
Wages

5. Provide the number of all full-time and part-time 14 Month
workers who worked during, or received pay for the
pay period, which includes the 12" of the month 2nd Month

3" Month

UR CERTIFICATION: | declare that [ have examined this report, and to the best of my knowledge and belief,
it is true, correct and complete.

Signature: o Date: i
Tile: reeprone [ [ T ] [T T J-[TT 1]

MAKE A COPY FOR YOUR RECORDS

For UIA Use Only. Do Not Write Below Line.

FORM UIA 1020-R

REIMBURSING
EMPLOYER'S
QUARTERLY
PAYROLL REPORT


Presenter
Presentation Notes
This shows Form UIA 1020-R.  In addition to the employer’s name, address, Quarter Ending Date, Employer Account Number and FEIN, it requires two additional pieces of information: the gross wages the employer paid during the quarter, and the number of employees that worked each month of the quarter. 


HOW BILLING WORKS

UIA 1017 (Rev. 12-03) ‘Wage Detail Report
o STATE OF MICHIGAN, DEPARTMENT OF LABOR & ECONOMIC GROWTH
PICA ELITE UNEMPLOYMENT INSURANCE AGENCY
iled

PICA ELITE

B:
Report Quarter Endin

Mail original form to: UIA Wage Record Unit
(Do not mail a copy) | P.O. Box 9052
Detroit, MI 48202-

Multi-Unit

FORM UIA 1017
WAGE DETAIL
REPORT

T declere thet T have examsned this repest and to the best of my knowledge d belief, it is correct and complete.

Signature: Dat
ignature: ate: (Last page only)

pace [ or



Presenter
Presentation Notes
This is the Wage Detail Report that requires the listing of employees by name and social security number, and the reporting of gross wages paid to each employee during the quarter.


WHAT GOVERNMENTAL
SERVICES ARE EXCLUDED?

m Elected official
m Legislator
m Judge

m Volunteer Firefighter/Emergency
Worker

m Appointed position that is major, non-
tenured, and policy-making or
advisory.

+


Presenter
Presentation Notes
There are some workers, though, whose wages do not have to be reported, and who cannot receive unemployment benefits under the law based on wages paid for certain services.  The services for governmental entities that are most commonly excluded are the ones listed here.  [Read from list.] 


WHAT GOVERNMENTAL
SERVICES ARE EXCLUDED?

m Participant in work-relief or work-
training program

m Inmate of penal institution

m Youth working in summer employment
program

m Americorps participant who worked
under contract for guaranteed stipend
and received full stipend

+


Presenter
Presentation Notes
[Continue reading from list of excluded services.]


ARE RELIGIOUS-BASED
ORGANIZATIONS EXEMPT?

+

m The only exempt non-profit employers are
churches or religious-based organizations

m A “church” Is usually determined based on
the coding on the IRS 501(c)(3) designation
letter. The code i1s: Z170(b)(1)(A)(1)

m Absent the code, Form UIA 1007, Exemption
Questionnaire for Religious-Based
Organizations, must be completed.


Presenter
Presentation Notes
There is a misconception among employers that an employer that has the IRS designation as a 501(c)(3) organization is exempt from state unemployment taxes.  While such employers are exempt from the federal unemployment tax (FUTA), they are covered for state unemployment benefits.  The only non-profit employers that are exempt from paying state unemployment taxes are churches and true religious-based and supported employers.



The easiest way to identify an organization as being a church is if it has received an IRS 501(c)(3) designation letter, and if that letter shows a coding of 170(b)(1)(A)(i).  If there is no designation letter (because the IRS does not require a church to be issued such a letter), the Agency provides Form UIA 1007, Exemption Questionnaire for Religious-Based Organization, for the organization to complete and return to the UIA.



Once Form UIA 1007 is returned to the UIA, a Determination is issued regarding the employer’s exemption from the state unemployment tax.



If a religious-based school is separately incorporated from a church, the school is not exempt and must pay unemployment taxes as either a reimbursing or a contributing employer.


ARE RELIGIOUS-BASED
ORGANIZATIONS EXEMPT?

+

Churches and other verified religious-based
organizations have 4 options:

v'Be exempt from coverage

v'Elect reimbursing coverage (provide
501(c)(3) letter and security, If needed)

v Elect contributing coverage

v'Resume exempt status after electing
coverage



Presenter
Presentation Notes
Even though a church or other verified religious-based organization is exempt from coverage under the law, it has the option to register with the UIA as an exempt organization; it also has the option to elect coverage as a reimbursing employer (but such election must apply to all of its employees); or to elect coverage as a contributing employer; or to resume its exempt status after having previously elected coverage.



If the entity elects to be reimbursing, it must provide a copy of the 501(c)(3) letter and a security, if required.



If the entity elects to terminate its elective coverage, it must file a written request.  Termination can be effective the last day of the calendar quarter in which the UIA received the request, if there are no open Monetary Determinations.  Also, the employer must provide any missing quarterly reports (Form UIA 1020-R and 1017) and pay any account balance due.    


For More Information

+

Contact the Reimbursing Unit
(313) 456-2085
ReimbursingUnit@michigan.gov



mailto:ReimbursingUnit@michigan.gov
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