
QUESTIONS MOST ASKED QUESTIONS MOST ASKED 
BY REIMBURSING BY REIMBURSING 

EMPLOYERSEMPLOYERS

How to change payment statusHow to change payment status
How billing worksHow billing works
What governmental services are excluded?What governmental services are excluded?
Are religiousAre religious--based organizations exempt?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 HOW TO CHANGE 
PAYMENT STATUSPAYMENT STATUS



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



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



 
A change to reimbursing must remain A change to reimbursing must remain 
in effect for at least 2 years.   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 HOW TO CHANGE 
PAYMENT STATUSPAYMENT STATUS



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



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



 
The account must be paid upThe account must be paid up--toto--date.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 HOW TO CHANGE 
PAYMENT STATUSPAYMENT STATUS



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



 
New MI New MI Business Taxes RegistrationBusiness Taxes Registration 
FormForm may be required if information may be required if information 
on file is more than 10 years old.on file is more than 10 years old.



 
Any negativeAny negative--reserve balance on reserve balance on 
contributing account must be paid off.     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 HOW TO CHANGE 
PAYMENT STATUSPAYMENT STATUS



 
Any benefit charges to the Any benefit charges to the contributcontribut-- 
inging account after the conversion are account after the conversion are 
moved to the reimbursing account.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 HOW TO CHANGE 
PAYMENT STATUSPAYMENT STATUS



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



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



 

When a claim for unemployment benefits is When a claim for unemployment benefits is 
filed, a MONETARY DETERMINATION is filed, a MONETARY DETERMINATION is 
issued to the employer.issued to the employer.



 

Forms UIA 1136, Forms UIA 1136, Weekly Summary Weekly Summary 
Statement of Charges and CreditsStatement of Charges and Credits, are , are 
issued.issued.



 

Form UIA 1770, Form UIA 1770, Quarterly Summary Quarterly Summary 
Statement of Charges and CreditsStatement of Charges and Credits, is issued., 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 WORKSHOW BILLING WORKS

FORM UIA 1136 
STATEMENT OF 
UNEMPLOYMENT 

BENEFITS 
CHARGED OR 
CREDITED TO 
EMPLOYER’S 
ACCOUNT

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 WORKSHOW BILLING WORKS

FORM UIA 1770 
SUMMARY  OF 
STATEMENT OF 

BENEFIT 
CHARGES AND 

CREDITS

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



HOW BILLING WORKSHOW BILLING WORKS



 
Form UIA 1763, Form UIA 1763, Reimbursing Reimbursing 
EmployerEmployer’’s Billing for Benefit Chargess Billing for Benefit Charges, , 
is issued.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 WORKSHOW BILLING WORKS

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 WORKSHOW BILLING WORKS



 

NonNon--profits and state agencies are billed profits and state agencies are billed 
quarterly.  Nonquarterly.  Non--profits have 30 days to pay; profits have 30 days to pay; 
state agencies have 60 days to pay.state agencies have 60 days to pay.



 

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



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



 
A late payment is subject to interest, A late payment is subject to interest, 
calculated daily, at 1% per month.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 WORKSHOW BILLING WORKS



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



 
A $25.00 penalty is assessed for late A $25.00 penalty is assessed for late 
filing of Form UIA 1017, filing of Form UIA 1017, Wage Detail Wage Detail 
ReportReport. . 

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 WORKSHOW BILLING WORKS

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 WORKSHOW BILLING WORKS

FORM UIA 1017 
WAGE DETAIL 

REPORT

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 WHAT GOVERNMENTAL 
SERVICES ARE EXCLUDED?SERVICES ARE EXCLUDED?


 
Elected officialElected official



 
LegislatorLegislator



 
JudgeJudge



 
Volunteer Firefighter/Emergency Volunteer Firefighter/Emergency 
WorkerWorker



 
Appointed position that is major, nonAppointed position that is major, non-- 
tenured, and policytenured, and policy--making or making or 
advisory.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 WHAT GOVERNMENTAL 
SERVICES ARE EXCLUDED?SERVICES ARE EXCLUDED?


 
Participant in workParticipant in work--relief or workrelief or work-- 
training programtraining program



 
Inmate of penal institutionInmate of penal institution



 
Youth working in summer employment Youth working in summer employment 
programprogram



 
AmericorpsAmericorps participant who worked participant who worked 
under contract for guaranteed stipend under contract for guaranteed stipend 
and received full stipendand received full stipend

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



ARE RELIGIOUSARE RELIGIOUS--BASED BASED 
ORGANIZATIONS EXEMPT?ORGANIZATIONS EXEMPT?



 

The only exempt nonThe only exempt non--profit employers are profit employers are 
churches or religiouschurches or religious--based organizationsbased organizations



 

A A ““churchchurch”” is usually determined based on is usually determined based on 
the coding on the IRS 501(c)(3) designation the coding on the IRS 501(c)(3) designation 
letter.  The code is: letter.  The code is: 170(b)(1)(A)(i)170(b)(1)(A)(i)



 

Absent the code, Form UIA 1007, Absent the code, Form UIA 1007, Exemption Exemption 
Questionnaire for ReligiousQuestionnaire for Religious--Based Based 
OrganizationsOrganizations, must be completed. , 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 RELIGIOUSARE RELIGIOUS--BASED BASED 
ORGANIZATIONS EXEMPT?ORGANIZATIONS EXEMPT?

Churches and other verified religiousChurches and other verified religious--based based 
organizations have 4 options:organizations have 4 options:
Be exempt from coverageBe exempt from coverage
Elect reimbursing coverage (provide Elect reimbursing coverage (provide 

501(c)(3) letter and security, if needed)501(c)(3) letter and security, if needed)
Elect contributing coverageElect contributing coverage
Resume exempt status after electing Resume exempt status after electing 

coveragecoverage

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 InformationFor More Information

Contact the Reimbursing UnitContact the Reimbursing Unit
(313) 456(313) 456--20852085

ReimbursingUnit@michigan.govReimbursingUnit@michigan.gov

mailto:ReimbursingUnit@michigan.gov
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