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CLASSIFICATION

EMPLOYMENT AND TRAINING ADMINISTRATION Unemployment Insurance
Us D%?X;%}‘E{;}{ S(’,TFE&BOR CORRESPONDENCE SYMBOL
Washington, D.C. 20210 Oul/'DUIO
DATE

February 25, 2021

ADVISORY: UNEMPLOYMENT INSURANCE PROGRAM LETTER NO. 16-20,

Change 5
TO: STATE WORKFORCE AGENCIES
FROM: SUZAN G. LEVINE

Principal Deputy Assistant Secretary

SUBJECT: Expanded Eligibility Provisions for the Pandemic Unemployment Assistance

(PUA) Program

1. Purpose. To provide states with updated guidance for the PUA program, specifically

regarding expanded eligibility provisions authorized under Section 2102(a)(3)(A)(ii)(I)(kk)
of the Coronavirus Aid, Relief, and Economic Security (CARES) Act.

Action Requested. The Department of Labor’s (Department) Employment and Training

Administration (ETA) requests State Workforce Administrators provide the information
contained in this Unemployment Insurance Program Letter (UIPL) and the attachments to
appropriate program and other staff in state workforce systems to implement these changes to
the PUA program.

3. Summary and Background.

Summary —The Department expands PUA eligibility to include three COVID-19 related
reasons under which an individual may self-certify. This expansion is made under the
authority provided by Section 2102(a)(3)(A)(11)(I)(kk) of the CARES Act. These three
reasons are added to the existing COVID-19 related reasons specified in items (aa)-(jj) of
Section 2102(a)(3)(A)(i1)(I) of the CARES Act and the reason previously approved by
the Secretary of Labor (Secretary) under Section 2102(a)(3)(A)(i1)(I)(kk) of the CARES
Act for individuals who are self-employed and experience a significant reduction of
services because of COVID-19.

These additional reasons address circumstances when an individual is directly affected by
the COVID-19 public health emergency. They are: (1) individuals who refuse to return
to work that is unsafe or to accept an offer of new work that is unsafe; (2) certain
individuals providing services to educational institutions or educational service agencies;
and (3) individuals experiencing a reduction of hours or a temporary or permanent lay-
off.

RESCISSIONS EXPIRATION DATE
None Continuing
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These additional eligibility provisions apply retroactively to the beginning of the PUA
program, though individuals who did not file an initial PUA claim on or before December
27, 2020 are limited to weeks of unemployment beginning on or after December 6, 2020.
This limitation on backdating of a PUA claim is discussed in more detail in Section 4.b.
of this UIPL. States must determine PUA effective dates consistent with instructions
provided in Section C.15. of Attachment I to UIPL No. 16-20, Change 4.

States may seek additional funding of up to $100,000 to cover startup costs for
implementing the expanded eligibility provisions, including an update to the self-
certification declaration as part of their initial PUA application and continued claim
forms. States must submit the required request for funding (SF-424) electronically to
covid-19@dol.gov, with a copy to the appropriate ETA Regional Office by March 15,
2021. Acknowledging that states need time to modify their initial PUA claim application
and PUA continued claim forms to include these additional COVID-19 related reasons as
part of the self-certification declaration, the Department expects many states will need
until the end of March or later to have the new COVID-19 related reasons in place.

Attachment I provides a sample self-certification declaration that includes the original
and new COVID-19 related reasons. ETA recommends that states use this with their
initial PUA claim application and PUA continued claim forms. Attachment III provides
instructions for completing the SF-424.

. Background — On March 27, 2020, the CARES Act was enacted (Public Law (Pub. L.)
116-136), which includes the Relief for Workers Affected by Coronavirus Act set out in
Title II, Subtitle A. Section 2102 of the CARES Act created a new, temporary federal
program called PUA and provided states with administrative funding to operate the
program through an agreement with the Department.

PUA is a benefit of last resort and, in general, provides unemployment benefits to
individuals who are: (1) not eligible for regular unemployment compensation (UC),
Pandemic Emergency Unemployment Compensation (PEUC), or Extended Benefits
(EB), including those who have exhausted all rights to such benefits, and those who are
self-employed, seeking part-time employment, do not have sufficient wage history, or
otherwise would not qualify for regular UC, PEUC, or EB; and (2) unemployed, partially
unemployed, or unable or unavailable to work due to a specific COVID-19 related reason
identified in Section 2102(a)(3)(A)(i1)(I)(aa)-(kk) of the CARES Act and Department
guidance. Any weeks of benefits previously received under the regular UC or EB
programs starting with week ending February 8, 2020 (February 9, 2020 for states with a
Sunday week ending date) through week ending April 10, 2021 (April 11, 2021 for states
with a Sunday week ending date) are deducted from the individual’s PUA entitlement
(see Section C.17. of Attachment I of UIPL No. 16-20, Change 4). States are reminded
that PUA 1is 100 percent federally funded and states may not charge employers for these
benefits.

The CARES Act authorized the Secretary to establish COVID-19 related reasons for
which an individual may be eligible for PUA in addition to those specific COVID-19

2
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related reasons specified in items (aa)-(jj) of Section 2102(a)(3)(A)(ii)(I) of the CARES
Act. To date, the Department has added one additional COVID-19 related reason under
this authority found in Section 2102(a)(3)(A)(11)(I)(kk). The Department most recently
discussed this COVID-19 related reason in Section C.1.kk. of Attachment I to UIPL No.
16-20, Change 4, which provides that “[s]elf-employed individuals (including
independent contractors and gig workers) who experienced a significant diminution of
their customary or usual services because of the COVID-19 public health emergency,
even absent a suspension of services, may self-certify under item (kk).” This COVID-19
related reason remains in effect.

On December 27, 2020, the Consolidated Appropriations Act, 2021 (Pub. L. 116-260),
was enacted, which includes the Continued Assistance for Unemployed Workers Act of
2020 (Continued Assistance Act) set out in Division N, Title II, Subtitle A. The
Continued Assistance Act extends the PUA program and enacts several program integrity
measures, including a requirement that all individuals receiving a PUA payment after
December 27, 2020, submit documentation substantiating employment, self-employment,
or the planned commencement of employment or self-employment.

Where the CARES Act, as amended, and the operating instructions are silent, states
should refer to the Disaster Unemployment Assistance (DUA) regulations at 20 C.F.R.
Part 625.

The Department has published several UIPLs providing guidance to states regarding the
PUA program.

e UIPL No. 16-20, published on April 5, 2020, provides implementation and operating
instructions, instructions for obtaining administrative funding, and reporting
instructions for the ETA 902-P report.

e UIPL No. 16-20, Change 1, published on April 27, 2020, includes several Questions
and Answers, along with instructions for calculating an individual’s weekly benefit
amount (WBA) and completing the ETA 9178-P Quarterly Narrative Progress
Report.

e UIPL No. 16-20, Change 2, published on July 21, 2020, includes additional Questions
and Answers.

e UIPL No. 16-20, Change 3, published on August 27, 2020, explains specific
scenarios under which an individual who is a caregiver and affected by the reopening
of school systems may be eligible for PUA.

e UIPL No. 16-20, Change 4, which the Department published on January 8, 2021,
provides updated implementation and operating instructions, updates reporting

instructions for the ETA 902-P report, and includes a summary table in Attachment
[IT about how to process PUA claims based on the claim filing date.

3
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Importance of Program Integrity. Addressing improper payments and fraud is a top
priority for the Department and the entire Ul system. States play a fundamental role in
ensuring the integrity of the Ul system. Especially during this time of extraordinary
workloads, states should maintain a steadfast focus on UI functions and activities that
ensure program integrity and the prevention and detection of improper payments and
fraud across all programs operated within the Ul system. It is critical that states
implement processes that ensure payments are being made to eligible individuals and that
states have aggressive strategies and tools in place to prevent, detect, and recover
fraudulent payments, with a particular emphasis on imposter fraud by claimants using
false or stolen identities.

Additionally, under the Continued Assistance Act, for states to have an adequate system
for administering the PUA program, states must include procedures for identity
verification or validation and for timely payment, to the extent reasonable and
practicable, for all new PUA claims filed on or after January 26, 2021 (see Section C.3.
of Attachment I to UIPL No. 16-20, Change 4).

UIPL No. 28-20, published on August 31, 2020, and UIPL No. 28-20, Change 1,
published January 15, 2021, provides states with funding to assist with efforts to prevent
and detect fraud and identity theft and recover fraud overpayments in the PUA and PEUC
programs.

4. Guidance.

a. Expanded list of COVID-19 related reasons approved by the Department. To be
eligible for PUA, the state must verify that the individual is not eligible for regular UC
(or PEUC or EB). The Department reminds states of other requirements for PUA:

e In general, an individual who has the ability to telework with pay, or who is receiving
paid sick leave or other paid leave benefits is not eligible for PUA. See Section C.1.
of Attachment I to UIPL No. 16-20, Change 4.

¢ An individual must report any earnings from covered employment or income from
self-employment each week. The individual’s WBA must be reduced on account of
such earnings and income as prescribed under state law. See the DUA regulations at
20 C.F.R. 625.6(f) for additional details regarding the effect earnings and income
have on an individual’s WBA. Question 15 of Attachment I to UIPL No. 16-20,
Change 2, provides additional details regarding self-employment income.

e An individual who continues to receive their full pay (e.g., is not experiencing any
reduction in pay) during the period they are not working is not considered to be
“unemployed.” See Section 4.a. of UIPL No. 10-20.

Individuals must also self-certify that they are unemployed, partially unemployed, or
unable or unavailable to work for a COVID-19 related reason. Refer to Section 4.c. of

4
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this UIPL for benefit payment control processes to address program integrity in the PUA
program.

In addition to the current COVID-19 related reasons identified in items (aa)-(jj) of
Section 2102(a)(3)(A)(i1)(I) of the CARES Act and the one reason previously approved
under the Secretary’s authority provided in Section 2102(a)(3)(A)(ii)(I)(kk) of the
CARES Act (see Section 4.b. of UIPL No. 16-20, Change 2, and Section C.1.kk. of
Attachment I to UIPL No. 16-20, Change 4), the Department hereby establishes
additional COVID-19 related reasons under which an individual may self-certify to
establish eligibility for PUA. These additional COVID-19 related reasons are described
below.

1. Individuals who refuse to return to work that is unsafe or accept an offer of new
work that is unsafe. The Department approves the following COVID-19 related
reason for an individual to self-certify for PUA eligibility: “The individual has
been denied continued unemployment benefits because the individual refused to
return to work or accept an offer of work at a worksite that, in either instance, is
not in compliance with local, state, or national health and safety standards
directly related to COVID-19. This includes, but is not limited to, those related to
facial mask wearing, physical distancing measures, or the provision of personal
protective equipment consistent with public health guidelines.”

For purposes of this COVID-19 related reason, unemployment benefits include
regular UC, Unemployment Compensation for Federal Employees (UCFE),
Unemployment Compensation for Ex-Servicemembers (UCX), PUA, PEUC, EB,
Short-Time Compensation (STC), Trade Readjustment Allowances (TRA),
Disaster Unemployment Assistance (DUA), and payments under the Self-
Employment Assistance (SEA) program.

An individual is generally denied unemployment benefits if the state determines
that the work is suitable and the individual did not have good cause for refusing
such work. This new COVID-19 related reason applies only to individuals who
had already been receiving unemployment benefits but were determined to be
ineligible or disqualified under state law because they refused an offer of work at
a worksite that was not in compliance with local, state, or national health and
safety standards directly related to COVID-19. This is a separate COVID-19
related reason from item (ii) of Section 2102(a)(3)(A)(ii)(I) of the CARES Act,
which provides eligibility to an individual who quits their job as a direct result of
COVID-19.

For example, an individual may self-certify under this new COVID-19 related
reason who has previously been denied because the state law does not consider
health and safety standards when assessing suitability or good cause, or who has
previously been denied because the health and safety standards considered under
state law are more restrictive than the local, state, or national COVID-19 health

5
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11.

standards. Below are a few non-exhaustive scenarios. See Section 4.b.1v. of this
UIPL for additional details regarding PUA effective dates.

o An individual was laid off in June 2020 and began receiving regular UC.
The individual was recalled to work in October 2020. However, because
the worksite was not in compliance with the local mask mandate, the
individual refused to return to work. The individual was disqualified from
continued receipt of regular UC under state law. The individual is now
eligible to apply for PUA under this new COVID-19 related reason.

o An individual was laid off in October 2020 and began receiving regular
UC. The individual received a new job offer in January 2021, however,
the new worksite was unsafe due to non-compliance with physical
distancing measures under state law. The individual was disqualified from
continued receipt of regular UC under state law. The individual is now
eligible to apply for PUA under this new COVID-19 related reason.

An individual is not eligible for PUA if they are otherwise eligible for regular UC
(or PEUC or EB). Many states have provisions in their state UC law that consider
work that unreasonably exposes an individual to health and safety risks to be
unsuitable work. The state may determine, if it is consistent with the state’s law,
that the work is not suitable. Or, the state may find the work is suitable but
determine that the individual had good cause for refusing such work.! In these
circumstances, the individual must continue to receive unemployment benefits,
provided they are otherwise eligible. The individual is not eligible for PUA using
this new COVID-19 related reason if the individual was determined eligible for
continued unemployment benefits for refusal of work under state law. Moreover,
an individual who is allowed continued unemployment benefits and subsequently
exhausts such benefits is not eligible for PUA using this new COVID-19 related
reason.

Certain individuals providing services to educational institutions or educational
service agencies. The Department approves the following COVID-19 related
reason for an individual to self-certify for PUA eligibility: “An individual
provides services to an educational institution or educational service agency and
the individual is unemployed or partially unemployed because of volatility in the
work schedule that is directly caused by the COVID-19 public health emergency.
This includes, but is not limited to, changes in schedules and partial closures.”

This new COVID-19 related reason addresses situations where an individual
provides services to educational institutions or educational service agencies and is
subject to significant volatility in the school schedule directly related to COVID-

! The Department reminds states that Section 4102(b) of the Emergency Unemployment Insurance Stabilization and
Access Act 0f 2020 (EUISAA), set out at Division D of the Families First Coronavirus Response Act (Pub. L. 116-
127), provides states with the authority to temporarily modify their good cause provisions as needed in response to
the spread of COVID-19 (see Section 5.C. of UIPL No. 13-20).

6
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19. Whether the individual is “between or within terms” and has a “contract” or
“reasonable assurance” to return in the subsequent year or term will affect the
individual’s ability to self-certify under this COVID-19 related reason, as
described below.? Attachment II provides a graphical representation of the
process for determining PUA eligibility.

A. Individual does not have a contract or reasonable assurance. An
individual who: (1) has provided services to an educational institution or
educational service agency; (2) lacks a contract or reasonable assurance
and, as a result, is not subject to the “between and within terms” denial
provisions; and (3) is not otherwise eligible for regular UC (or PEUC or
EB) may self-certify eligibility for PUA under this new COVID-19 related
reason if they are subject to significant volatility in the school schedule.

If the individual does not have a contract or reasonable assurance to return
and self-certifies eligibility under this new COVID-19 related reason (or
another COVID-19 related reason that is applicable to their situation), the
individual may use wages from the educational institution to potentially
qualify for a WBA that is higher than the state’s minimum PUA WBA.

B. Individual has a contract or reasonable assurance. An individual is
generally not eligible for PUA if they: (1) have provided services to an
educational institution or educational service agency; and (2) are filing for
a week that is between or within terms and they have a contract or
reasonable assurance to return in the subsequent year or term, and, as a
result, they are denied regular UC (or PEUC or EB)._However, the
individual may be eligible for PUA if they have other non-educational
employment from which they are able to self-certify that they are
unemployed, partially unemployed, or unable or unavailable to work for a
different COVID-19 related reason. As described in Section 4.e.1. of
UIPL No. 10-20, Change 1, wages from the educational institution may
not be used to calculate the individual’s PUA WBA.

If school schedules or planned school openings are disrupted and an
individual is found to no longer have a contract or reasonable assurance to
return in the subsequent year or term, then they can establish eligibility
going forward as described in subparagraph (A) under this new COVID-
19 related reason or another COVID-19 related reason that is applicable to
their situation.

2 UIPL No. 10-20, Change 1, provides additional information about the “between and within terms” denial provision
within the context of COVID-19. UIPL No. 05-17 clarifies the Department’s interpretation of the terms “contract”
and “reasonable assurance” and assists states in applying these terms consistent with federal law requirements.

7
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Federal law allows retroactive payments of regular UC (or PEUC or EB)
under certain circumstances for individuals in a nonprofessional capacity
if they no longer have a contract or reasonable assurance. See Section
4.d.(4). of UIPL No. 05-17. When determining if such individuals may
receive PUA for weeks previously denied under regular UC (or PEUC or
EB) because the individual had a contract or reasonable assurance and the
individual was later found not to have reasonable assurance, states must
first determine if the individual qualifies for regular UC (or PEUC or EB)
under the state’s backdating provisions. If the individual does not qualify
for backdating for regular UC, then they may retroactively self-certify for
PUA under this new COVID-19 related reason. States must determine
PUA effective dates consistent with instructions provided in Section
4.b.iv. of this UIPL and Section C.15. of Attachment I to UIPL No. 16-20,
Change 4.

The individual must report any earnings each week that they file for PUA. The
individual’s WBA must be reduced on account of such earnings and income as
prescribed under state law. Individuals who receive a full salary during periods of
disruption are not considered to be “unemployed” and would not be eligible for
PUA. See Section 4.a. of UIPL No. 10-20.

iii.  Individuals experiencing a reduction of hours or a temporary or permanent lay-
off. The Department approves the following COVID-19 related reason for an
individual to self-certify for PUA eligibility: “An individual is an employee and
their hours have been reduced or the individual was laid off as a direct result of
the COVID-19 public health emergency.”

This new COVID-19 related reason expands eligibility beyond the current
provision of item (jj) of Section 2102(a)(3)(A)(ii)(I) of the CARES Act, which is
limited to situations where the individual’s place of employment is closed. Under
this new COVID-19 related reason, if an individual is laid off because the place of
employment is partially closed (either permanently or temporarily) or the
individual has experienced a reduction in hours, the individual may now self-
certify eligibility.

Generally, individuals in covered employment who are laid off, are experiencing
a reduction in hours, or are working part-time as a result of partial business
closure would qualify for regular UC (or PEUC or EB) and therefore would not
be eligible for PUA. However, such individuals may not be eligible for regular
UC (or PEUC or EB) because, for example, they lack sufficient wages to qualify,
have a previous disqualification, or have exhausted regular UC, PEUC, and EB.
This expanded COVID-19 related reason establishes a circumstance under which
they may self-certify eligibility for PUA.’

3 For examples of individuals who may qualify for PUA with previous disqualifications, refer to Questions 30, 31,
and 33 of Attachment I to UIPL No. 16-20, Change 1, or Question 12 of Attachment I to UIPL No. 16-20, Change 2.

8
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The individual must report any earnings from the reduced hours when filing
continued claims and such amounts must be deducted from the PUA weekly
benefit amount in accordance with the state law. See Section C.16.c. of
Attachment I to UIPL No. 16-20, Change 4.

b. Processing claims using the expanded list of COVID-19 related reasons. This section
describes the steps that each state must take to: (1) update the self-certification
declarations to include the new COVID-19 related reasons; (2) notify individuals of the
expanded list of COVID-19 related reasons; (3) establish eligibility, as appropriate, using
the expanded list of COVID-19 related reasons; and (4) adhere to the backdating
limitations for retroactive PUA claims as described below.

1. States must update the self-certification declarations to include the new COVID-
19 related reasons. States must modify their initial PUA claim application and
PUA continued claim forms to include these additional COVID-19 related reasons
as part of the self-certification declaration. Such changes are retroactive to the
beginning of the PUA program. States must determine PUA effective dates
consistent with instructions provided in Section C.15. of Attachment I to UIPL
No. 16-20, Change 4.

Acknowledging that states need time to modify their initial PUA claim
application and PUA continued claim forms to include these additional COVID-
19 related reasons as part of the self-certification declaration, the Department
expects many states will need until the end of March or later to have the new
COVID-19 related reasons in place.

Attachment I provides a sample self-certification declaration, which includes the
original and new COVID-19 related reasons that ETA recommends states use
with their initial PUA claim application and PUA continued claim forms.
Additionally, states must comply with the following instructions when updating
the self-certification declarations.

A. Paraphrasing of the COVID-19 related reasons is not permissible.
Acknowledging that eligibility under the PUA program is limited to specific
COVID-19 related reasons, states must include the specific text for each item
as provided in the CARES Act statute and Department guidance, including
this UIPL. States may shorten the original COVID-19 related reason
approved by the Secretary to read, “The individual is self-employed and
experienced a significant reduction of services because of COVID-19.”
However, states may not paraphrase the other COVID-19 related reasons
except to personalize the responses (e.g., instead of saying “The individual has
been...” the state may write “I have been...”).

While states must include the specific text for each item, to help individuals
understand the COVID-19 related reasons and to comply with the
requirements outlined in UIPL No. 02-16, Change 1, states may translate the

9
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text into the appropriate languages for their population and provide examples
consistent with Section C.1. of Attachment I to UIPL No. 16-20, Change 4,
and Section 4.a. of this UIPL as an additional resource.

B. Individuals must be permitted to select more than one COVID-19 related
reason. Acknowledging that an individual may have more than one COVID-
19 related reason affecting their unemployment or inability to work in a given
week, states must provide individuals with the ability to choose more than one
COVID-19 related reason on each self-certification declaration for the initial
application and continued claim forms.

For example, an individual may have quit their job because their child, for
which they are the primary caregiver, is unable to attend school because the
school is closed to in-person instruction as a direct result of the COVID-19
public health emergency. The individual continues to be unable to work
because the child continues to be unable to attend school in-person. Under
these circumstances, the individual may self-certify that they are unemployed
under item (dd) and unavailable under item (ii) of Section 2102(a)(3)(A)(ii)(I)
of the CARES Act.

As another example, an individual may be unable to work because they are the
primary caregiver of a child who is unable to attend school because the school
is closed to in-person instruction as a direct result of the COVID-19 public
health emergency. That same individual may also be immunocompromised
and unable to reach their place of employment because they have been
advised by a health care provider to self-quarantine. Under these
circumstances, the individual may self-certify that they are unable or
unavailable to work under both items (dd) and (ff) of Section
2102(a)(3)(A)(ii)(I) of the CARES Act.

C. Individuals must be permitted to select different COVID-19 related reasons
each week. Acknowledging that an individual’s circumstances may change
over time, states must provide individuals with the ability to select different
COVID-19 related reasons each week on the continued claim form, rather
than automatically carrying over an individual’s response from the initial
claim application or prior week’s certification.

To continue the examples in paragraph B., the school may reopen in a
subsequent week to provide in-person instruction. With this change in
circumstances, the first and second individuals may no longer self-certify
under item (dd) of Section 2102(a)(3)(A)(i1)(I) of the CARES Act because the
school is no longer closed. However, both individuals may continue to self-
certify under the other COVID-19 related reasons that are applicable to their
respective situations.

10
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D. Individuals must be permitted to file and select no COVID-19 related reasons.

Acknowledging that, along with an individual’s changing circumstances, an
individual might continue to file after they are no longer unemployed,
partially unemployed, or unable or unavailable to work because of a COVID-
19 related reason, the initial claim application and continued claim forms must
provide an option for the individual to self-certify that none of the COVID-19
related reasons apply. For example, the state could provide an option for the
individual to select “None of the above.” However, if the individual self-
certifies that none of the COVID-19 related reasons apply, the individual will
be denied for the week in question because they no longer meet the eligibility
requirements for PUA and the state must issue a written, appealable
determination (see Section C.20. of Attachment I to UIPL No. 16-20, Change
4).

Notification of the expanded list of COVID-19 related reasons.

A. Notification to individuals. States must notify every individual who had

previously filed a PUA claim at any time while the PUA program was in
effect, and was denied for any week because they were not unemployed,
partially unemployed, or unable or unavailable to work for one of the COVID-
19 related reasons available at the time. This notification must advise the
individual of the opportunity to self-certify to the complete list of COVID-19
related reasons, including the new criteria provided in Section 4.a. of this
UIPL. Such notification must occur individually as described in Section C.28.
of Attachment I to UIPL No. 16-20, Change 4.

The Department reminds states that if the state determines that a PUA claim
was filed by an individual that did not own the identity, the state may not send
any notification of potential entitlement to the individual.

Because states should have notified all individuals of the opportunity to file
for PUA at the time a regular UC, PEUC, or EB claim was denied of the
opportunity to file for PUA, states need not individually notify such
individuals who did not apply for PUA about the expanded eligibility
provisions.

B. Notification to media. To assure public knowledge of the status of the PUA

program, consistent with Section C.28.c. of Attachment I to UIPL No. 16-20,
Change 4, states must notify all appropriate news media having coverage
throughout the state of the new eligibility provisions of the PUA program.
States may also post general information about the expanded eligibility
provisions on their websites and other social media.

Establishing eligibility using the expanded list of COVID-19 related reasons. To

establish eligibility for PUA based on one of the new COVID-19 related reasons,
the individual must complete an initial PUA application (if they have not already
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1v.

filed a PUA claim) and the state must verify that the individual is not eligible for
regular UC (or PEUC or EB). Additionally, the state must provide the individual
with a self-certification declaration including the expanded list of COVID-19
related reasons to assess initial eligibility for the PUA claim.

If the state determines that the individual is not eligible for PUA, the state must
issue an appealable determination. See Section C.20. of Attachment I to UIPL
No. 16-20, Change 4.

An individual who establishes retroactive initial eligibility for PUA must then be
required to complete continued claim forms for each week (including the self-
certification declaration that includes the original and expanded list of COVID-19
related reasons) to receive payment. States must process this additional
information and make retroactive payment as appropriate. This includes paying
FPUC at the appropriate amount for any weeks paid during the relevant time
period (i.e., FPUC payments at the $600 amount for eligible weeks of
unemployment between the weeks ending April 4, 2020 and July 25, 2020 (or
between the weeks ending April 5, 2020 and July 26, 2020 for states with a
Sunday week ending date) and FPUC at the $300 dollar amount for weeks of
unemployment between the weeks ending January 2, 2021 and March 13, 2021
(or between the weeks ending January 3, 2021 and March 14, 2021 for states with
a Sunday week ending date). See UIPL Nos. 15-20 and 15-20, Change 3, for
additional information regarding FPUC payments.

Individuals filing new PUA initial claims that have not been through the state’s
identity verification process must have their identities verified to be eligible (see
Section C.3. of Attachment I to UIPL No. 16-20, Change 4). The Department also
strongly encourages states to validate the identity for reopened claims that have not
previously been verified.

Effective dates.

A. Existing PUA claims. For individuals with a PUA claim filed on or before
December 27, 2020, the expanded COVID-19 related reasons provided in
Section 4.a. of this UIPL are to be applied retroactively based on the effective
date of an individual’s existing PUA claim.

However, if the new COVID-19 related reason applied before the effective
date of the individual’s existing PUA claim, the claim must be backdated to
the date that the new COVID-19 related reason applied. For example, an
individual may have filed a new PUA claim before December 27, 2020 with
an effective date in April 2020 based on the previous COVID-19 related
reasons available. With the addition of the new COVID-19 related reason, the
individual actually may have first been eligible in February 2020. Because
this existing PUA claim was filed on or before December 27, 2020, the state
must backdate the PUA claim from April 2020 to February 2020 — when the
individual first met the applicable COVID-19 related reason.
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B. New PUA claims. For individuals filing an initial PUA claim after December
27, 2020, states must determine PUA effective dates for new PUA claims
consistent with instructions provided in Section C.15. of Attachment I to
UIPL No. 16-20, Change 4. For example, if an individual files a new PUA
claim after the publication of this UIPL because of circumstances occurring in
July 2020, absent a PUA claim already being on file and consistent with the
Continued Assistance Act, the claim effective date may not be any earlier than
December 1, 2020 (weeks of unemployment beginning on or after December
6, 2020), and retroactive benefits may not be awarded prior to that date.

c. Benefit payment control processes. Section 2102 of the CARES Act relies on self-
certification to verify that an individual is unemployed, partially unemployed, or unable or
unavailable to work because of a listed COVID-19 related reason. However, states have
multiple tools to identify and address suspicion of fraud in the PUA program.

As described in Question 23 of Attachment I to UIPL No. 16-20, Change 2, states have
authority to request supporting documentation when investigating the potential for fraud
and improper payments. For example, the DUA regulation at 20 C.F.R. 625.14(h) refers
to the Secretary’s “Standard for Fraud and Overpayment Detection” found in Sections
7510 et seq. of the Employment Security Manual (20 C.F.R. Part 625 Appendix C).
Requests for supporting documentation and a state’s investigative and adjudicative
practices must be done in alignment with the processes described in UIPL No. 01-16 to
ensure individuals are afforded appropriate procedural protections.

States must use the required cross matches and tools, and should use the other cross
matches and tools described in Section 4.b. of UIPL No. 23-20 to monitor for suspicious
activity on PUA claims, as they do for regular UC. States must share PUA claim
information with the Department’s Office of Inspector General (OIG) for the purposes of
investigating fraud. Moreover, the Department strongly recommends that states
collaborate with the UI Integrity Center (Center). The Center, funded by the Department
and operated by the National Association of State Workforce Agencies, provides states
with the Integrity Data Hub (IDH), which includes identity verification (IDV), the
Suspicious Actor Repository (SAR), suspicious e-mail domains, Multi-State Cross Match
(MSCM), foreign internet protocol (IP) address detection, and the Fraud Alert system.*
The Center has provided states with new tools to support data mining to detect fraud. The
Center also identifies, organizes, shares, and supports promising and innovative integrity
practices and provides state-specific consulting, mentoring, and technical assistance.
There is also a range of other tools on the market that states should consider when
combating fraud and ensuring program integrity.

Additionally, the Department strongly recommends as a best practice that states
implement two new cross matches as part of the benefit payment control process for PUA
to ensure integrity in applying the expanded COVID-19 related reasons provided in this

4 Note that the Integrity Data Hub is currently only available to the 50 states, plus the District of Columbia, the
Commonwealth of Puerto Rico, and the Virgin Islands.
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UIPL. These may be conducted only after the individual has established initial eligibility
for PUA based on self-certification. States may choose to perform these cross matches
before the first PUA payment is issued or later. Additionally, states may develop other
cross matches not already discussed in this UIPL to strengthen program integrity in the
PUA program.

11.

Cross match of state unemployment claim records with respect to individuals who
self-certify that they refused work that is unsafe because of the COVID-19 public
health emergency.

If the state identifies any discrepancies through this cross match (e.g., the
individual does not have a previous unemployment claim or the individual was
disqualified for a reason other than refusing work because of health and safety
standards at the worksite), the state must review information already on file and
take any action necessary to address the discrepancies.

If the information on file with the state contradicts the individual’s PUA self-
certification (e.g., previous adjudication of the issue determined that the worksite
was in compliance with health and safety standards or previous adjudication of
the issue determined that the individual refused work due to a reason that was not
because of unsafe working conditions), then the state has reasonable suspicion of
fraud and must open an investigation to conduct fact finding to determine if the
individual’s PUA eligibility is valid.

Because the PUA self-certification may be different from the state’s provisions
for suitable work and good cause (e.g., the new COVID-19 related reason
accounts for local, state, and national health and safety standards directly related
to COVID-19), it is possible for an individual to be denied unemployment
benefits under state law for health and safety standards and be eligible for PUA.

If the state does not identify any discrepancies through this cross match (e.g., the
individual has a previous unemployment claim, the individual refused work
because the worksite was not in compliance with health and safety standards, the
individual was denied continued benefits, and the state record does not contain
information which contradicts this self-certification), the state does not have
reasonable suspicion of fraud to open an investigation.

Cross match of state unemployment claim records and individuals who self-
certify that they were providing services to educational institutions or educational
service agencies and are unemployed or partially unemployed because of
volatility in the work schedule caused by the COVID-19 public health emergency.

If the state identifies any discrepancies through this cross match (e.g., the
individual does not have a record of providing services to an educational
institution or educational service agency), the state may have reasonable suspicion
of fraud.
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The state’s follow-up investigation regarding these results may include whether
the individual provided services to an educational institution or educational
service agency prior to filing for PUA and, if so, whether the individual is subject
to the “between and within terms” denial provision during the time that such
individual was receiving PUA.

If the investigation finds that the individual (at the time of certifying under this
COVID-19 related reason) is subject to the “between and within terms” denial
provision because they have a contract or reasonable assurance to return at the
subsequent year or term, then the PUA payment is improper — unless the
individual meets the condition of having other non-educational employment and
also self-certifies for a different COVID-19 related reason, as described in Section
4.a.1ii.B. of this UIPL. An overpayment must be established and state law will
determine whether or not such an overpayment is considered fraudulent.

d. Additional administrative costs for implementation. Section 4.d. of UIPL No. 09-21
provides $250,000 to cover startup costs for states implementing the PUA program.
Additional funding of up to $100,000 is available to states under this UIPL to cover costs
for implementing these expanded eligibility provisions, including an update to the self-
certification declaration as part of their initial PUA application and continued claim forms
as described in this UIPL. States must submit a signed SF-424 form to request this
funding.

Permissible implementation costs include:

e Computer programming and other technology costs;

e Implementation of necessary business processes required for program
implementation;

e Training and travel;

e Notices to beneficiaries; and

e Overhead related only to the above.

States will receive funding to administer claims under these provisions as part of their
usual submissions of workload counts to the Department. Such ongoing administrative
costs must not be included in the request for implementation funding. See Attachment II
of UIPL No. 16-20, Change 4, for updated instructions on the ETA 902P report.

States that need funding in addition to the $100,000 offered under this UIPL to cover
implementation costs must submit a Supplemental Budget Request (SBR) detailing such
costs along with the required SF-424 form. The basis for these estimated costs must be
included in the SBR application. Calculations for costs for state staff and contractors
should be shown in accordance with the SBR instructions in ET Handbook No. 336, 18"
Edition, Change 4, Unemployment Insurance State Quality Service Plan Planning and
Reporting Guidelines.
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States must submit the required request for funding electronically to covid-19@dol.gov,
with a copy to the appropriate ETA Regional Office by March 15, 2021. For SBR
application instructions, refer to UIPL No. 16-20, Attachment IV, Supplemental Budget
Request (SBR) Application Template. For information on completing the SF-424, refer
to Attachment III of this UIPL, Instructions for Completing the SF-424.

Additionally, please note that grantees that receive supplemental grant awards for
implementing these program changes must submit a quarterly progress report using the
form ETA 9178-P to the appropriate ETA Regional Office. The form ETA 9178-P
requires the grantee to provide ETA with narrative updates on supplemental grant
activities. Attachments III and IV to UIPL No. 16-20, Change 1 contain form ETA 9178-
P and instructions for completing the form ETA 9178-P and timeline for the submission
of these status reports.

5. Inquiries. Please direct inquiries to covid-19@dol.gov with a copy to the appropriate ETA
Regional Office.

6. References.

e Consolidated Appropriations Act, 2021, including Division N, Title II, Subtitle A,
the Continued Assistance for Unemployed Workers Act of 2020 (Pub. L. 116-260)
(Continued Assistance Act);

e Coronavirus Aid, Relief, and Economic Security (CARES) Act (Pub. L. 116-136),
including Title II, Subtitle A, Relief for Workers Affected by Coronavirus Act;

e Families First Coronavirus Response Act (Pub. L. 116-127), including Division D
Emergency Unemployment Insurance Stabilization and Access Act of 2020
(EUISAA);

e 20 C.F.R. Part 625, Disaster Unemployment Assistance;

e UIPL No. 28-20, Change 1, Additional Funding for Identity Verification or
Verification of Pandemic Unemployment Assistance (PUA) Claimants and Funding to
Assist with Efforts to Prevent and Detect Fraud and Identity Theft as well as Recover
Fraud Overpayments in the PUA and Pandemic Emergency Unemployment
Compensation (PEUC) Programs, issued January 15, 2021,
https://wdr.doleta.gov/directives/corr_doc.cfm?docn=9897;

e UIPL No. 28-20, Addressing Fraud in the Unemployment Insurance (Ul) System and
Providing States with Funding to Assist with Efforts to Prevent and Detect Fraud and
Identity Theft and Recover Fraud Overpayments in the Pandemic Unemployment
Assistance (PUA) and Pandemic Emergency Unemployment Compensation (PEUC)
Programs, issued August 31, 2020,
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=8044;

e UIPL No. 23-20, Program Integrity for the Unemployment Insurance (Ul) Program
and the Ul Programs Authorized by the Coronavirus Aid, Relief, and Economic
Security (CARES) Act of 2020 — Federal Pandemic Unemployment Compensation
(FPUC), Pandemic Unemployment Assistance (PUA), and Pandemic Emergency
Unemployment Compensation (PEUC) Programs, issued May 11, 2020,
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=4621;
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e UIPL No. 16-20, Change 4, Continued Assistance to Unemployed Workers Act of
2020 — Pandemic Unemployment Assistance (PUA) Program: Updated Operating
Instructions and Reporting Changes, issued January 8, 2021,
https://wdr.doleta.gov/directives/corr doc.cfm?DOCN=6973;

e UIPL No. 16-20, Change 3, Coronavirus Aid, Relief, and Economic Security
(CARES) Act of 2020 — Eligibility of Individuals who are Caregivers for Pandemic
Unemployment Assistance (PUA) in the Context of School Systems Reopening, issued
August 27, 2020, https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=3849;

e UIPL No. 16-20, Change 2, Coronavirus Aid, Relief, and Economic Security
(CARES) Act of 2020 — Pandemic Unemployment Assistance (PUA) Additional
Questions and Answers, issued July 21, 2020,
https://wdr.doleta.gov/directives/corr doc.cfm?DOCN=5479;

e UIPL No. 16-20, Change 1, Coronavirus Aid, Relief, and Economic Security
(CARES) Act of 2020 — Pandemic Unemployment Assistance (PUA) Program
Reporting Instructions and Questions and Answers, issued April 27, 2020,
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=5899;

e UIPL No. 16-20, Coronavirus Aid, Relief, and Economic Security (CARES) Act of
2020 — Pandemic Unemployment Assistance (PUA) Program Operating, Financial,
and Reporting Instructions, issued April 05, 2020,
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=4628;

e UIPL No. 10-20, Change 1, Unemployment Compensation (UC) for Individuals
Affected by the Coronavirus Disease 2019 (COVID-19) — Interpretation of “Between
and Within Terms” Denial Provisions in Section 3304(a)(6)(A) of the Federal
Unemployment Tax Act (FUTA), published May 15, 2020,
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=8879;

e UIPL No. 05-17, Interpretation of “Contract” and “Reasonable Assurance” in
Section 3304(a)(6)(A) of the Federal Unemployment Tax Act, published December
22,2016, https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=8999;

e UIPL No. 02-16, Change 1, State Responsibilities for Ensuring Access to
Unemployment Insurance Benefits, Services, and Information, published May 11,
2020, https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=5491; and

e ET Handbook No. 336, 18" Edition, Change 4, Unemployment Insurance State
Quality Service Plan Planning and Reporting Guidelines.

7. Attachment(s).

e Attachment I: Sample Self-Certification Declaration for Individuals Claiming PUA.

e Attachment II: PUA Eligibility for Certain Individuals Providing Services to
Educational Institutions or Educational Service Agencies.

e Attachment III: Instructions for Completing the SF-424.
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Attachment I to UIPL No. 16-20, Change 5
Sample Self-Certification Declaration for Individuals Claiming PUA

To be eligible for PUA, the state must determine that the individual is not eligible for regular
UC, PEUC, or EB (see Section C.12.b. of Attachment I to UIPL No. 16-20, Change 4). This
includes an individual who is self-employed, seeking part-time employment, does not have
sufficient work history, or would otherwise not qualify for regular UC (or PEUC or EB). The
individual must also self-certify that they are otherwise able to work and available for work
within the meaning of applicable state law, except that they are unemployed, partially
unemployed, or unable or unavailable to work for a listed COVID-19 related reason(s). ETA
recommends that states use this sample self-certification declaration as part of the initial claim
application and continued claim form to meet the requirement to obtain self-certification that an
individual meets the COVID-19 related reason(s) in Section 2102(a)(3)(A)(ii)(I) of the CARES
Act.

A. SELF-CERTIFICATION DECLARATION

To qualify for PUA, you must be unemployed, partially unemployed, or unable or
unavailable to work because of one or more of the COVID-19 reasons listed below. Please
check all of the following categories that apply to you for the week you are claiming.

[J I have been diagnosed with COVID-19 or am experiencing symptoms of COVID-19 and am

seeking a medical diagnosis.

A member of my household has been diagnosed with COVID-19.

] lam providing care for a family member or a member of my household who has been
diagnosed with COVID-19.

[ A child or other person in my household for which | am the primary caregiver is unable to
attend school or another facility that is closed as a direct result of the COVID-19 public
health emergency and such school or facility care is required for me to work.

[J Iam unable to reach my place of employment because of a quarantine imposed as a
direct result of the COVID-19 public health emergency.

[J Iam unable to reach my place of employment because | have been advised by a health
care provider to self-quarantine due to concerns related to COVID-19.

[J | was scheduled to commence employment and do not have a job or am unable to reach
the job as a direct result of the COVID-19 public health emergency.

[J I have become the breadwinner or major support for my household because the head of
the household has died as a direct result of COVID-19.

[ I quit my job as a direct result of COVID-19.

[1 My place of employment is closed as a direct result of the COVID-19 public health
emergency.

[ I am self-employed (including an independent contractor and gig worker) and
experienced a significant reduction of my customary or usual services because of the
COVID-19 public health emergency.

|
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] 1was denied continued unemployment benefits because | refused to return to work or
accept an offer of work at a worksite that, in either instance, is not in compliance with
local, state, or national health and safety standards directly related to COVID-19. This
includes but is not limited to, those related to facial mask wearing, physical distancing
measures, or the provision of personal protective equipment consistent with public

health guidelines.

[ I provide services to an educational institution or educational service agency and am
unemployed or partially unemployed because of volatility in the work schedule that is
directly caused by the COVID-19 public health emergency. This includes, but is not
limited to, changes in schedules and partial closures.

] lam an employee and my hours have been reduced or | was laid off as a direct result of
the COVID-19 public health emergency.

[J None of the above apply to me.

B. ACKNOWLEDGEMENT

CERTIFICATION: | certify that the information | have provided above, which will be used to
determine my eligibility for Pandemic Unemployment Assistance, is correct to the best of my
knowledge. | understand that | am subject to administrative penalties, including the
penalties for perjury, or legal action if it is determined that | withheld or provided false

information to obtain assistance payments to which | am not entitled.

SIGNATURE OF APPLICANT:

DATE (Month/
Day/Year):
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Attachment II to UIPL No. 16-20, Change 5
PUA Eligibility for Certain Individuals Providing Services to Educational Institutions or Educational Service Agencies

As part of the state’s assessment on whether an individual providing services to an educational institution or educational service agency is eligible for
regular UC (or PEUC or EB), the state will determine if the individual is claiming a week that occurs between or within terms and, if so, whether the
individual has a contract or reasonable assurance to return in the subsequent year or term. See UIPL Nos. 10-20, Change 1, and 05-17 for more
information. If the individual qualifies for regular UC (or PEUC or EB), they may not receive PUA. This includes individuals who are subject to the
“between and within terms” denial provisions but are eligible for regular UC (or PEUC or EB) with the use of non-educational wages only.

This chart describes an individual’s potential eligibility for PUA after the state has already determined that the individual is not eligible for regular
UC (or PEUC or EB) or that the individual has exhausted such benefits.

Footnotes for Chart

1 Because the individual is between or within terms and has a
contract or reasonable assurance to return in the subsequent
year or term, the “between and within terms" denial

Is the individual claiming a week that is between or within terms?

I

provision also applies to their PUA claim.

2 Under these circumstances, the individual may not self-
certify to the new COVID-19 related reason described in
Section 4.a.ii. of this UIPL for individuals who are employees
of an educational institution or educational service agency.
Refer to Section 4.c.ii. of this UIPL for action that states may
take to monitor program integrity.

3 Because the individual is not subject to the “between and
within terms” denial provision, the individual may self-certify

17 YES

Does the individual have a contract
or reasonable assurance to return to
educational employment in the
subsequent year or term?

¥

NO—l

Is the individual unemployed,
partially unemployed, or unable or

unavailable to work because of listed
COVID-19 related reason(s)?3

l_ YES? —‘7 NO

Does the individual have other non-
educational employment that
occurred between the start of the

applicable tax year and the date of
filing?

YES J— NO

Is the individual unemployed,
partially unemployed, or unable or
unavailable to work from the non-

educational employment because of
listed COVID-19 related reason(s)?2

YES NO
r

to any of the applicable COVID-19 related reascns, including
the new reason described in Section 4.a.ii. of this UIPL.

—— YES —— NO

Individual is not
eligible for PUA

Individual may receive PUA.
State must include wages from
ducational employ to

calculate their WBA

Individual may receive PUA.
State may not include wages from
educational employment when
calculating the WBA.

Individual is not

Individual is not

eligible for PUA eligible for PUA
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Attachment III to UIPL No. 16-20, Change 5

Instructions for Completing the SF-424

Application for Federal Assistance (SF-424)

Use the current version of the form for submission. Expired forms will not be accepted. SF-424,
Expiration Date 12/31/2022, Office of Management and Budget (OMB) Control No. 4040-0004
(Grants.gov). http://www.grants.gov/web/grants/forms/sf-424- family.html

Section # 8, APPLICANT INFORMATION:

Legal Name: The legal name must match the name submitted with the System for Award
Management (SAM). Please refer to instructions at https://www.sam.gov/SAM/.
Employer/Tax Identification Number (EIN/TIN): Input your correct 9-digit EIN and
ensure that it is recorded within SAM.

Organizational DUNS: All applicants for Federal grant and funding opportunities are
required to have a 9-digit Data Universal Numbering System (D-U-N-S®) number, and
must supply their D-U-N-S® number on the SF-424. Please ensure that your state is
registered with the SAM. Instructions for registering with SAM can be found at
https://www.sam.gov. Additionally, the state must maintain an active SAM registration
with current information at all times during which it has an active Federal award or an
application under consideration. To remain registered in the SAM database after the
initial registration, there is a requirement to review and update the registration at least
every 12 months from the date of initial registration or subsequently update the
information in the SAM database to ensure it is current, accurate, and complete. Failure
to register with SAM and maintain an active account will result in a rejection of your
submission.

Address: Input your complete address including Zipcode+4; Example: 20210-0001. For
lookup, use link at https://tools.usps.com/go/ZipLookupAction!input.action.
Organizational Unit: Input appropriate Department Name and Division Name, if
applicable.

Name and contact information of person to be contacted on matters involving this
application: Provide complete and accurate contact information including telephone
number and email address for the point of contact.

Section # 9, Type of Applicant 1: Select Applicant Type: Input “State Government”

Section # 10, Name of the Federal Agency: Input “Employment and Training Administration”

Section # 11, Catalog of Federal Domestic Assistance Number: Input “17.225”; CFDA Title:
Input “Unemployment Insurance”
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Appendix Page 022


https://www.sam.gov/SAM/
https://tools.usps.com/go/ZipLookupAction!input.action
http://www.grants.gov/web/grants/forms/sf-424-family.html
https://www.grants.gov/

Section # 12, Funding Opportunity Number and Title:
For Pandemic Unemployment Assistance Funding Allotment:
Input “UIPL No. 16-20, Change 5, Pandemic Unemployment Assistance Implementation
Grants”

Section # 13, Competition Identification Number: Leave Blank

Section # 14, Areas Affected by Project: Input the place of performance for the project
implementation; Example “NY” for New York

Section # 15, Descriptive Title of Applicant’s Project:
For Pandemic Unemployment Assistance Funding Allotment:
Input “UIPL No. 16-20, Change 5, Pandemic Unemployment Assistance Implementation
Grants”
Section # 16, Congressional Districts of:
a. Applicant: Input the Congressional District of your home office. For lookup, use link at
www.house.gov with Zip code + 4
b. Program/Project: Input the Congressional District where the project work is performed.
If it’s the same place as your home office, input the congressional district for your home
office. For lookup, use link at www.house.gov with Zipcode+4
Section # 17, Proposed Project
a. Start Date: Input a valid start date for the project (earliest start date will be January 1,
2021)
b. End Date: Input a valid end date for the project (June 30, 2022)
Section # 18, Estimated Funding ($):
Each state is allotted up to $100,000 in funding to cover implementation costs
Section #s 19 — 20: Complete as per instructions for Form SF-424
Section # 21, Authorized Representative: Please select the “I AGREE” check box and provide
complete information for your authorized signatory including contact information such as
telephone number and email address. If your Authorized Representative has changed from your
previous application submission for this program, please include a letter from a higher level

leadership authorizing the new signatory for the application submission

Remember to get the SF-424 signed and dated by the Authorized representative.
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eligible for regular UC (such as individuals who are self-employed or who have limited
recent work history). These individuals may also include certain gig economy workers,
clergy and those working for religious organizations who are not covered by regular
unemployment compensation, and other workers who may not be covered by the
regular UC program under some state laws.

Importance of Program Integrity. The programs and provisions in the CARES Act
operate in tandem with the fundamental eligibility requirements of the Federal-State Ul
program must be adhered to. In addition, some of the CARES Act programs include
new eligibility requirements which states will need to apply. These requirements
include that individuals are only entitled to benefits if they are no longer working
through no fault of their own and that individuals must be able and available to work.

States play a fundamental role in ensuring the integrity of the UI program. While states
have been provided some flexibilities as a result of COVID-19, those flexibilities are
generally limited to dealing with the effects of COVID-19, as discussed in UIPL Nos.
10-20 and 13-20. States must ensure that individuals only receive benefits in
accordance with these statutory provisions.

Further, quitting work without good cause to obtain UI benefits is fraud under PUA.
Specifically related to PUA, 20 C.F.R. 625.14 governs overpayments and
disqualifications for fraud. States are expected to enforce this provision.

The Department is actively working with states receiving funding under the CARES
Act to provide Ul benefits only to individuals who are entitled to such benefits. The
Department will also be actively engaged with its Office of the Inspector General
(OIG) to ensure program integrity. The CARES Act includes an appropriation of $26
million to the Department’s OIG (Section 2115) to carry out audits, investigations, and
other oversight activities related to states’ adherence to existing UI laws and policies,
as well as the provisions of the CARES Act.

4. Guidance. An overview of key information about the PUA program is provided below.

a.

Program overview.

PUA provides benefits to covered individuals, who are those individuals not eligible for
regular unemployment compensation or extended benefits under state or Federal law or
pandemic emergency unemployment compensation (PEUC), including those who have
exhausted all rights to such benefits. Covered individuals also include self-employed,
those seeking part-time employment, individuals lacking sufficient work history, and
those who otherwise do not qualify for regular unemployment compensation or extended
benefits under state or Federal law or PEUC.
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PUA is also generally not payable to individuals who have the ability to telework with
pay or who are receiving paid sick leave or other paid leave benefits. However,
individuals receiving paid sick leave or other paid leave benefits for less than their
customary work week may still be eligible for PUA. The state must treat any paid sick
leave or paid leave received by a claimant in accordance with the income restrictions set
out in Disaster Unemployment Assistance (DUA) at 20 C.F.R. 625.13. Similarly, if an
individual has been offered the option of teleworking with pay and does, but works less
than the individual worked prior to the COVID-19 pandemic, income from such work
must be treated in accordance with the income restrictions set out in DUA at 20 C.F.R.
625.13.

In general, PUA provides up to 39 weeks of benefits to qualifying individuals who are
otherwise able to work and available for work within the meaning of applicable state UC
law, except that they are unemployed, partially unemployed, or unable or unavailable to
work due to one of the COVID-19 related reasons identified in Section
2102(a)(3)(A)(11)(I) of the CARES Act and listed below:

e The individual has been diagnosed with COVID-19 or is experiencing symptoms
of COVID-19 and is seeking a medical diagnosis;

e A member of the individual’s household has been diagnosed with COVID-19;

e The individual is providing care for a family member or a member of the
individual’s household who has been diagnosed with COVID-19;

e A child or other person in the household for which the individual has primary
caregiving responsibility is unable to attend school or another facility that is
closed as a direct result of the COVID-19 public health emergency and such
school or facility care is required for the individual to work;

e The individual is unable to reach the place of employment because of a quarantine
imposed as a direct result of the COVID-19 public health emergency;

e The individual is unable to reach the place of employment because the individual
has been advised by a health care provider to self-quarantine due to concerns
related to COVID-19;

e The individual was scheduled to commence employment and does not have a job
or is unable to reach the job as a direct result of the COVID-19 public health
emergency,

e The individual has become the breadwinner or major support for a household
because the head of the household has died as a direct result of COVID-19;

e The individual has to quit his or her job as a direct result of COVID-19; or

e The individual’s place of employment is closed as a direct result of the COVID-19
public health emergency.

For purposes of determining eligibility for PUA, regular UC includes state UC,
Unemployment Compensation for Federal Employees (UCFE), Unemployment
Compensation for Ex-servicemembers (UCX), Trade Readjustment Allowances (TRA),
DUA, Short-Time Compensation (STC), and payments under the Self-Employment
Assistance (SEA) programs. 20 C.F.R. 625.2(d)(1). Extended benefits mean
compensation provided under the provisions of the Federal-State Extended

3
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Unemployment Compensation Act of 1970. 20 C.F.R. 625.2(d)(3). See UIPL No. 14-20
for additional information regarding coordination across programs. PUA is not payable
in conjunction with state additional compensation.

The PUA WBA is equal to the WBA authorized under state UC law where the individual
was employed. In no case will the amount be less than the minimum WBA described in
20 C.F.R 625.6. For individuals without reported wages sufficient to establish a WBA,
the WBA will be calculated according to processes for DUA benefits set out in 20 C.F.R.
625.6.

For weeks of unemployment beginning on or after March 27, 2020, and ending on or
before July 31, 2020, individuals eligible to receive PUA are also eligible to receive
FPUC, authorized under section 2104 of the CARES Act. FPUC provides an additional
$600 per week. See UIPL No. 15-20 for additional information.

The duration of PUA benefits is generally limited to 39 weeks, minus any weeks of
regular UC and Extended Benefits (EB) the individual received. The weeks for which an
individual collected PEUC may not be deducted from the individual’s PUA entitlement.

Relationship between PUA and DUA. Section 2102(h) of the CARES Act provides that
regulations at 20 C.F.R. Part 625 shall apply to the PUA program “except as otherwise
provided in this section or to the extent there is a conflict” between section 2102 and

20 C.F.R Part 625. These regulations “shall apply to this section as if (1) the term
‘COVID-19 public health emergency’ were substituted for the term ‘major disaster’ each
place it appears in such 20 C.F.R Part 625; and (2) the term ‘pandemic’ were substituted
for the term ‘disaster’ each place it appears in 20 C.F.R. Part 625.”

Like DUA, the PUA program is an emergency program activated in response to a crisis
and designed to provide benefits to certain individuals who are ineligible for or who have
exhausted entitlement to regular unemployment compensation or extended benefits. Like
DUA, PUA has a defined assistance period, and a set minimum WBA which is
determined based on each state’s WBA. In addition, PUA benefits and the cost of its
administration are federally funded. To the extent possible, the PUA program should be
administered using the same initial application, weekly certifications, adjudication, and
appeal procedures utilized by the state for the DUA program. If an individual is eligible
for DUA with respect to a week of unemployment, he or she is not eligible to receive
PUA for that week.

Important program dates. PUA is payable for weeks of unemployment, partial
unemployment, or inability to work caused by the COVID-19 related reasons listed above
beginning on or after January 27, 2020. For states where the week of unemployment ends
on a Saturday, the first week for which PUA may be paid is the week ending February 8§,
2020. In states where the week of unemployment ends on a Sunday, the first week for
which PUA may be paid is the week ending February 9, 2020.

PUA is not payable for any week of unemployment ending after December 31, 2020.
Accordingly, in states where the week of unemployment ends on a Saturday, the last

4
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week that PUA may be paid is the week ending December 26, 2020. For states where the
week of unemployment ends on a Sunday, the last week that PUA is payable is the week
ending December 27, 2020.

Program administration. The cost of PUA benefits is 100%federally funded.
Implementation costs and ongoing administrative costs are also 100%% federally funded.

The PUA program is administered through a voluntary agreement between states and the
Department. The program is available in all 50 states, the District of Columbia, the
Commonwealth of Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, the
Commonwealth of the Northern Mariana Islands, the Federated States of Micronesia, the
Republic of the Marshall Islands, and the Republic of Palau, provided the state/territory
signs an agreement with the Department.

States that have entered into an agreement with the Secretary of Labor (Secretary) to
operate a PUA program may enter into agreements to operate the PUA program on behalf
of other states that have also entered into agreements with the Secretary.

PUA Implementation Costs Reimbursement for One Time/Additional
Administrative Costs. Section 2102(f) provides for the payment of all additional
administrative expenses, as determined by the Secretary, incurred by the states to
implement and operate the PUA program. To aid in the determination of the necessity of
additional administrative expenses to implement the program, states requesting payments
of such costs are required to submit Supplemental Budget Requests (SBRs) detailing the
program startup costs. These SBRs must be limited to one-time costs that are attributable
to implementation of the PUA program.

Examples of permissible implementation costs include:

e Computer programming and other technology costs;

¢ Implementation of necessary business processes required for program
implementation;

e Training and travel,

e Notices to beneficiaries; and/or

e Overhead related only to the above.

The estimated cost basis for all items must be included in the SBR Application.
Calculations for costs of state staff and contractors must be shown in accordance with the
SBR instructions in ET Handbook No. 336. For application submission instructions refer
to Attachment IV, Supplemental Budget Request Application; and Attachment V,
Instructions for Completing the SF424 and SF424A.

ETA requires a state to submit its PUA implementation SBR Application along with
required SF424 and SF424A forms. ETA encourages states to submit these forms by
April 30, 2020, by electronic submission to the National Office at covid-19@dol.gov with
a copy to the appropriate Regional Office.

5
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State agencies will receive reimbursement for on-going workload costs through the new
ETAO902P report. More specific information is included in Attachment I, Section E, and
“Reporting Instructions.”

f. Additional Guidance and Instructions. Additional guidance and instructions on
implementing and operating the PUA program are provided in the attachments to this
UIPL. Attachment I of this UIPL provides states with the implementation and operating
instructions, including definitions, administrative requirements, financial information, and
reporting information. Attachment II provides the general provisions concerning
conditions and assurances for PUA. Attachment III provides the statutory language in
Section 2102 of the CARES Act creating PUA. Attachment IV is the SBR Application
template. Attachment V is the Instructions for completing the Standard Form (SF) 424
and SF 424A.

g. Inquiries. We encourage states to contact the Department for technical assistance.
Please direct inquiries to covid-19@dol.gov, with a copy to the appropriate Regional
Office.

h. References.

e (Coronavirus Aid, Relief, and Economic Security (CARES) Act (Pub. L. 116-136),
Title II, Subtitle A — Relief for Workers Affected by Coronavirus Act;

e Federal-State Extended Unemployment Compensation Act of 1970 (26 U.S.C.
3304 note);

e 20 C.F.R. Part 625 — Disaster Unemployment Assistance;

e Unemployment Insurance Program Letter (UIPL) No. 10-20, Unemployment
Compensation (UC) for Individuals Affected by the Coronavirus Disease 2019
(COVID-19), issued March 12, 2020,
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=8893;

e UIPL No. 14-20, Coronavirus Aid, Relief, and Economic Security (CARES) Act of
2020 — Summary of Key Unemployment Insurance (Ul) Provisions and Guidance
Regarding Temporary Emergency State Staffing Flexibility, issued on April 2,
2020, https://wdr.doleta.gov/directives/corr doc.cfm?DOCN=3390;

e UIPL No. 15-20, Coronavirus Aid, Relief, and Economic Security (CARES) Act of
2020—Federal Pandemic Unemployment Compensation (FPUC) Program
Operating, Financial, and Reporting Instructions, issued on April 4, 2020,
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=9297;

e ETA Handbook No. 356 Disaster Unemployment Assistance,
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=2124; and

e ET Handbook No. 401, UI Report Handbook,
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=7774.

i. Attachment(s).

e Attachment I: Pandemic Unemployment Assistance (PUA) Implementation and
Operating Instructions
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Attachment II: General Provisions for Administering the Pandemic
Unemployment Assistance (PUA) Program

Attachment I1I: Statutory Language of Section 2102 of the Coronavirus Aid,
Relief, and Economic Security (CARES) Act of 2020

Attachment I'V: Supplemental Budget Request Application

Attachment V: Instructions for Completing the SF424 and SF424A

Attachment VI: Handbook No. 401 Reporting Instructions for ETA 902-Pandemic
Unemployment Assistance
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Attachment I to UIPL No. 16-20

Pandemic Unemployment Assistance (PUA) Implementation and Operating
Instructions

A. Introduction:

On March 27, 2020, the President signed Public Law (Pub. L.) 116-136, the Coronavirus Aid,
Relief, and Economic Security (CARES) Act of 2020. Section 2102 creates a new federal
program called Pandemic Unemployment Assistance (PUA) and provides funding to states
for the administration of the program. The PUA program generally allows states that enter
into an agreement with the Secretary of Labor to pay up to 39 weeks of benefits to
individuals who are not eligible to receive or who have exhausted regular unemployment
compensation (UC), Extended Benefits (EB), and Pandemic Emergency Unemployment
Compensation (PEUC) under Section 2107, and who otherwise meet the eligibility
requirements of the CARES Act. The costs of the new federal benefit and of program
administration are 100% federally funded. This guidance explains the eligibility
requirements and other administrative functions associated with the program.

B. Definitions:

This section contains the definitions of terms used throughout this document, using
definitions in 20 C.F.R. 625.2 and in section 205 of the Federal-State Extended
Unemployment Compensation Program (hereafter called the Federal-State EB Law).
References to 5 U.S.C. chapter 85 relate to Unemployment Compensation for Federal
Employees (UCFE) and Unemployment Compensation for Ex-Servicemembers (UCX).

1. “Act” means Coronavirus Aid, Relief, and Economic Security (CARES) Act (Pub. L.
116-136), including Title II Subtitle A, The Relief for Workers Affected by Coronavirus
Act.

2. “Additional compensation” means compensation totally financed by a state and payable
under a state law by reason of conditions of high unemployment or by reason of other
special factors, and when so payable, includes compensation payable pursuant to 5 U.S.C.
chapter 85.

3. “Agreement” means the agreement between a state and the U.S. Department of Labor
(Department) to administer the PUA Program. Under the agreement, the state agency
makes payments of PUA as the Department’s agent. PUA payments must be made in
accordance with the Act as interpreted by the Department in these instructions and any
other instructions issued by the Department.

4. “Applicable state” means, with respect to an individual, the state from which the
individual is receiving compensation.

5. “Applicable state law” means the unemployment compensation law of the applicable state
for an individual.

6. “Benefit year” means, with respect to an individual, the benefit year as defined in the
applicable state law.

7. “Compensation” shall have the meaning provided in 20 C.F.R. 265.2(d).

8. “COVID-19” means the 2019 Novel Coronavirus or 2019-nCoV.

I-1

Appendix Page 032



10.

11.
12.

13.
14.
15.

16.

17.
. “State” means the states of the United States, the District of Columbia, the

18

19.

20.

21

“COVID-19 Public Health Emergency” means the public health emergency declared by
the Secretary of Health and Human Services on January 27, 2020, with respect to the
2019 Novel Coronavirus.

“Covered Individual” means an individual who is not eligible for regular compensation or
extended benefits under State or Federal law or pandemic emergency unemployment
compensation under section 2107 of the Act, including an individual who has exhausted
all rights to regular unemployment or extended benefits under State or Federal law or
pandemic emergency unemployment compensation under section 2107; and provides
self-certification that the individual meets the requirements in Section C.1, below.
“Department” means the U.S. Department of Labor.

“Extended compensation” means compensation payable to an individual for weeks of
unemployment in an extended benefit period, under those provisions of the state law
which satisfy the requirements of the Federal-State Extended Unemployment
Compensation Act of 1970 (Pub. L. 91-373), and when so payable includes additional
compensation and compensation payable pursuant to 5 U.S.C. chapter 85. Extended
compensation is referred to as Extended Benefits or EB.

“Federal Pandemic Unemployment Compensation” means the compensation payable
under section 2104 of the Act and is referred to as FPUC.

“Pandemic Unemployment Assistance” means the compensation payable under section
2102 of the Act and is referred to as PUA.

“Pandemic Emergency Unemployment Compensation” means compensation payable
under section 2107 of the Act and is referred to as PEUC.

“Regular compensation” means compensation payable to an individual under any state
law or the unemployment compensation plan of a political subdivision of a state and,
when so payable, includes compensation payable pursuant to 5 U.S.C. chapter 85 (parts
609 and 614 of this chapter), but not including extended compensation or additional
compensation.

“Secretary” means the U.S. Secretary of Labor.

Commonwealth of Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, the
Commonwealth of the Northern Mariana Islands, the Federated States of Micronesia, the
Republic of the Marshall Islands, and the Republic of Palau.

“State agency” means the agency of the state which administers its state law and, for
Guam, American Samoa, the Commonwealth of the Northern Mariana Islands, the
Federated States of Micronesia, the Republic of the Marshall Islands, and the Republic of
Palau it means the agency designated in the Agreements entered into with the
Department.

“State law” means the unemployment compensation law of a state, approved by the
Secretary under Section 3304 of the Federal Unemployment Tax Act (FUTA). (26
U.S.C. § 3304(a)).

. “Week” means a week as defined in the applicable state law.
22.

“Week of unemployment” is defined as used in 20 C.F.R. 265.2(w).

Note: Except as otherwise provided in Section 2102 of the Act or to the extent there is a
conflict between Section 2102 and 20 C.F.R. Part 625, 20 C.F.R. Part 625 shall apply to
Section 2102 as if the term “COVID-19 public health emergency” were substituted for the
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term “major disaster” each place it appears in 20 C.F.R. Part 625 and the term “pandemic”
were substituted for the term “disaster” each place it appears in 20 C.F.R. Part 625.

C. Operating Instructions:
1. Eligibility.

Section 2102 of the Act provides for payment of PUA to “covered individuals”.
“Covered individuals” are those individuals not qualified for regular unemployment
compensation, extended benefits under state or Federal law, or pandemic emergency
unemployment compensation (PEUC), including those who have exhausted all rights
to such benefits. “Covered individuals” also include self-employed, individuals
seeking part-time employment, individuals lacking sufficient work history, or those
otherwise not qualified for regular UC, extended benefits under state or federal law, or
PEUC.

For purposes of PUA coverage, an individual “lacking sufficient work history” means an
individual (1) with a recent attachment to the labor force (2) who does not have sufficient
wages in covered employment during the last 18 months to establish a claim under
regular UC, and (3) who became unemployed or partially unemployed because of one of
the COVID-19 related reasons identified under Section 2102. Demonstration of a recent
attachment to the labor force for PUA coverage purposes also includes individuals who
had a bona fide offer to start working on a specific date and were unable to start due to
one of the COVID-19 related reasons identified under Section 2102.

“Self-employed individuals” as defined in 20 C.F.R 625.2(n) means individuals whose
primary reliance for income is on the performance of services in the individual’s own
business, or on the individual’s own farm. These individuals include independent
contractors, gig economy workers, and workers for certain religious entities.

PUA is generally not payable to individuals who have the ability to telework with pay, or
who are receiving paid sick leave or other paid leave benefits. However, an individual
receiving paid sick leave or other paid leave benefits for less than his or her customary
work week may still be eligible for a reduced PUA WBA. The state must treat any paid
sick leave or paid leave received by a claimant in accordance with the income restrictions
set out in DUA at 20 C.F.R. 625.13, if the pay or paid leave exceeds the PUA WBA.
Similarly, if an individual has been offered the option of teleworking with pay and does
telework with pay, but is working less than the individual customarily worked prior to the
COVID 19 pandemic, the individual may be eligible for a reduced PUA WBA. Income
from such work would be treated in accordance with the income restrictions set out in
DUA at 20 C.F.R. 625.13.

To be a “covered individual” under PUA, an individual must also self-certify that he or
she is otherwise able to work and available for work, as provided under state law, except
that the individual is unemployed, partially unemployed, unable to work or unavailable
for work due to at least one of the following categories described below. Included for
each of the categories are illustrative examples and explanations of circumstances that fall
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under each category. These examples and explanations for each of the categories are not
an exhaustive list of all COVID-19 related circumstances that may qualify an individual
for PUA benefits, however, should other qualifying circumstances be used they must be
identified and applied in a manner consistent with the examples below.

a) The individual has been diagnosed with COVID-19 or is experiencing symptoms of

COVID-19 and is seeking a medical diagnosis. Examples may include:

An individual who has to quit his or her job as a direct result of COVID-19
because the individual has tested positive for the coronavirus or has been
diagnosed with COVID-19 by a qualified medical professional, and continuing
work activities, such as through telework, is not possible by virtue of such
diagnosis or condition;

An individual who has to quit his or her job due to coming in direct contact
with someone who has tested positive for the coronavirus or has been
diagnosed by a medical professional as having COVID-19, and, on the advice
of a qualified medical health professional is required to resign from his or her
position in order to quarantine.

b) A member of the individual’s household has been diagnosed with COVID-19. For

example:

A member of the individual’s household has been diagnosed as having
COVID-19 by a qualified medical professional or a member of the individual’s
household has tested positive for COVID-19 and the individual is unable to
work as a result.

c) The individual is providing care for a family member or a member of the

individual’s household who has been diagnosed with COVID-19. For example:

An individual is “providing care” for a family member or a member of the
individual’s household if the provision of care requires such ongoing and
constant attention that the individual’s ability to perform other work functions
is severely limited. An individual who is assisting a family member who is
able to adequately care for him or herself is not “providing care” under this
category.

d) A child or other person in the household for which the individual has primary

caregiving responsibility is unable to attend school or another facility that is closed

as a direct result of the COVID-19 public health emergency and such school or

facility care is required for the individual to work. For example:

An individual has “primary caregiving responsibility” for a child or other
person in the household if he or she is required to remain at home to care for
the child or other person.

This includes an individual whose job allows for telework, but for whom the
provision of care to the child or other person with a closed school or other
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facility requires such ongoing and constant attention that it is not possible for
the individual to perform work at home.

e) The individual is unable to reach the place of employment because of a quarantine
imposed as a direct result of the COVID-19 public health emergency. For example:
e An individual who is unable to reach his or her place of employment because
doing so would require the violation of a state or municipal order restricting
travel that was instituted to combat the spread of COVID-19.

f) The individual is unable to reach the place of employment because the individual has
been advised by a health care provider to self-quarantine due to concerns related to
COVID-19. Examples include:

¢ An individual who has been advised by a qualified medical professional that
he or she may be infected with the coronavirus and that he or she therefore
should self-quarantine. For example, an individual had direct contact with
another person who has tested positive for the coronavirus or been diagnosed
with COVID-19 by a qualified medical professional, and is advised by a health
care provider to self-quarantine to prevent further possible spread of the virus.
Such circumstances would render the individual unable to reach his or her
place of employment.

e An individual whose immune system is compromised by virtue of a serious
health condition and is therefore advised by a health care provider to self-
quarantine in order to avoid the greater-than-average health risks that the
individual might face if he or she were to become infected by the coronavirus.

g) The individual was scheduled to commence employment and does not have a job or
is unable to reach the job as a direct result of the COVID-19 public health
emergency. For example:

e An individual is unable to reach his or her job because doing so would require
the violation of a state or municipal order restricting travel that was instituted
to combat the spread of the coronavirus or the employer has closed the place of
employment.

¢ An individual does not have a job because the employer with whom the
individual was scheduled to commence employment has rescinded the job
offer as a direct result of the COVID-19 public health emergency.

h) The individual has become the breadwinner or major support for a household
because the head of the household has died as a direct result of COVID-19. For
example:

¢ An individual whose head of household previously contributed the majority of
financial support to the household died as a direct result of COVID-19, and the
individual is now the person in the household expected to provide such
financial support.
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1) The individual has to quit his or her job as a direct result of COVID-19. For example:
e An individual was diagnosed with COVID-19 by a qualified medical
professional, and although the individual no longer has COVID-19, the illness
caused health complications that render the individual objectively unable to
perform his or her essential job functions, with or without a reasonable
accommodation.

j) The individual’s place of employment is closed as a direct result of the COVID-19
public health emergency. For example:
e If a business is shut down due to an emergency declaration or due to necessary
social distancing protocols, the unemployment of individuals who worked in the
business would be considered a direct result of COVID-19.

k) The individual meets any additional criteria established by the Secretary for
unemployment assistance under this section.

e The Secretary has determined that, in addition to individuals who qualify for
benefits under the other criteria described above, an individual who works as an
independent contractor with reportable income may also qualify for PUA benefits
if he or she is unemployed, partially employed, or unable or unavailable to work
because the COVID-19 public health emergency has severely limited his or her
ability to continue performing his or her customary work activities, and has
thereby forced the individual to suspend such activities. For example, a driver for
a ridesharing service who receives an IRS Form 1099 from the ride sharing
service may not be eligible for PUA benefits under the other criteria outlined
above, because such an individual does not have a “place of employment,” and
thus cannot claim that he or she is unable to work because his or her place of
employment has closed. However, under the additional eligibility criterion
established by the Secretary here, the driver may still qualify for PUA benefits if
he or she has been forced to suspend operations as a direct result of the COVID-
19 public health emergency, such as if an emergency state or municipal order
restricting movement makes continued operations unsustainable.

States are required to do the following to ensure the efficacy and integrity of the self-
certification process:
¢ Include information on the self-certification form (either paper or on-line), that the
claimant completes, including:

o Separate from the actual certification, an acknowledgement that the
claimant understands that making the certification is under penalty of
perjury; and

o Information that advises the claimant that intentional misrepresentation in
self-certifying that he or she falls in one or more of these categories is
fraud.

e Provide clear messaging on-line that claimants may be subject to criminal
prosecution if they are found to have committed fraud.
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States are also required to take reasonable and customary precautions to deter and detect
fraud, such as, for example, a random audit of a sample of claims to detect fraud.

States should bear in mind that many of the qualifying circumstances described in section
2102(a)(3)(A)(11)(I) are likely to be of short term duration. For example, an individual
who has been advised to self-quarantine by a health care provider because of the
individual’s exposure to a person who has tested positive for the coronavirus, and is
therefore unable to reach his or her place of employment for purposes of
2102(a)(3)(A)(11)(D)(ff), may be able to return to his or her place of employment within
two weeks of the exposure if he or she has not exhibited symptoms of COVID-19 or
tested positive for the coronavirus. Similarly, a school is not closed as a direct result of
the COVID-19 public health emergency, for purposes of 2102(a)(3)(A)(11)(I)(dd), after
the date the school year was originally scheduled to end. As such, the expectation is that
states will continue to apply their able, available, and actively seeking work standards as
outlined in state law.

States should also note that, for purposes of section 2102(a)(3)(A)(ii)(I)(i1), an individual
does not have to quit his or her job as a direct result of COVID-19 if paid sick leave or
other paid leave benefits are available to the individual. Generally, an employee “has to
quit” within the meaning of this section only when ceasing employment is an involuntary
decision compelled by the circumstances identified in the section.

In general, a determination about whether actions are a “direct result”, as explained
above, should be made based on 20 C.F.R. 625.5(c). When making a determination under
the regulation, states should take into account specific circumstances unique to the
COVID-19 public emergency. For example, if a business is shut down due to an
emergency declaration or due to necessary social distancing protocols, the unemployment
of individuals who worked in the business would be considered a direct result of COVID-
19.

Individuals who meet the following criteria are not eligible for PUA:

a. Individuals who have the ability to telework with pay. When addressing issues
about the availability of paid telework, the state must determine whether the
claimant has been offered the option of continuing to work for pay by
teleworking. If so, and claimants were offered to continue to work the same
number of hours, claimants are not eligible for PUA.

b. Individuals receiving paid sick leave or other paid leave benefits. If claimants
receive such leave for their customary work hours, they are not eligible for PUA.
The state must treat any paid sick leave or paid leave received by a claimant in
accordance with the income restrictions set out in DUA at 20 C.F.R. 625.13.

If the state has further questions in determining whether an individual’s qualifying
circumstances are a direct result of the COVID-19 public health emergency (as

distinguished from circumstances that are a direct result of COVID-19 under the terms of
section 2102), the state should refer to 20 C.F.R. 625.5(c).
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2. Determining Exhaustees. A PUA claimant ceases to be regular UC, PEUC, and EB
exhaustee when he or she can establish a valid new benefit year. If an individual is no
longer a regular UC, EB, or PEUC exhaustee, the individual will not meet the definition
of a covered individual and may not receive PUA benefits. Therefore, at each quarter
change, the state must check to determine if an individual meets the state’s requirements
to establish a new benefit year. If individuals can establish a new benefit year, they are
no longer eligible for PUA. In these cases, the claimants should be advised that they are
no longer eligible for PUA and that they may file a regular UC, PEUC or EB claim.

3. Beginning and Ending Dates of the PUA Program. Under Section 2102 of the Act, states
may begin making PUA payments after their agreement with the Secretary is signed.

Once the agreement is signed, PUA must be paid starting with weeks of unemployment
beginning on or after January 27, 2020, if the individual meets PUA’s eligibility
requirements. In states where the week of unemployment ends on Saturday, the first
week for which PUA may be paid is the week ending February 8, 2020. In states where
the week of unemployment ends on Sunday, the first week for which PUA may be paid is
the week ending February 9, 2020.

Thus, PUA claims may be backdated to February 2, 2020, the first week of the Pandemic
Assistance Period (PAP), if the individual otherwise meets the eligibility requirements to
receive PUA as of that date, including the requirement that the individual’s
unemployment was due to the COVID-19 related reasons listed in section C.1.

States may not make PUA payments with respect to weeks of unemployment ending after
December 31, 2020. Thus, in states where weeks of unemployment end on a Saturday,
the last compensable week for the PUA program is the week ending December 26, 2020.
In states where the week of unemployment ends on Sunday, the last compensable week
for the PUA program is the week ending December 27, 2020.

4. State PUA Agreements with the Department. The PUA program is administered
through voluntary agreements between states and the Department. The program is
available in all 50 states, the District of Columbia, the Commonwealth of Puerto Rico,
the U.S. Virgin Islands, Guam, American Samoa, the Commonwealth of the Northern
Mariana Islands, the Federated States of Micronesia, the Republic of the Marshall
Islands, and the Republic of Palau, provided the state/territory signs an agreement with
the Department.

5. Termination of PUA Agreement. Either party, upon thirty days written notice, may
terminate the PUA Agreement. The Department reserves the right to terminate this
Agreement if it determines that the State does not have an adequate system for
administering such assistance, including because the State is not adequately ensuring that
individuals receiving benefits under the PUA Program are eligible for such benefits. In
the case of termination, the PUA period will end 30 days after the date one of the parties
to the agreement notifies the other party of its election to terminate the PUA agreement.
No PUA payments may be made with respect to weeks which begin after the date the
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termination of the agreement is effective. However, PUA is payable for weeks of
unemployment ending on or before such termination date.

6. Agreements between States. One state that has entered into an agreement with the
Department to operate a PUA program may choose to enter into an agreement with
another state that has an agreement with the Department to operate the program on behalf
of the other state.

7. Processing PUA Claims.

a. Applicability of State Law Provisions. Under Section 2102(h) of the Act, 20
C.F.R. Part 625 applies to the administration of this program except as otherwise
provided in Section 2102. Consistent with 20 C.F.R 625.11, the terms and
conditions of the state law of the applicable state for an individual which apply to
claims for, and the payment of, regular compensation apply to the payment of
PUA to individuals. The provisions of the applicable state law that apply to
claims for PUA include, but are not limited to:

e C(Claim Filing and Reporting;

e Information and Due Process to individuals;

e Notices to individuals and employers, as appropriate, including notice to
each individual of each determination and redetermination of eligibility for
or entitlement to PEUC,;

e Determinations, redeterminations, appeals, and hearings;

¢ Disqualification, including disqualifying income provisions;

e Ability to work and availability for work, absent a COVID-19 related
circumstance listed above;

e The Interstate Benefit Payment Plan; and

e The Interstate Arrangement for Combining Employment and Wages.

b. Claims for PUA. In processing claims for PUA, states must verify that
individuals have no regular Ul entitlement. If the individual is not eligible for
regular Ul because there are insufficient covered wages or the individual has an
active UI claim with a definite or indefinite disqualification, then a state does not
need to require the individual to file a regular Ul initial claim. However, the state
must have an established process whereby the individual’s ineligibility for regular
Ul is documented on the application.

c. Ifthe individual’s eligibility for regular Ul is questionable (for example, there are
wages in the base period but no claim is filed, or a job separation that has not been
adjudicated), then the state must first require the individual to file a regular Ul
initial claim. If the individual is subsequently disqualified, then the state may
consider the individual for PUA eligibility.

8. Establishment of the Effective Date of PUA claims. The Pandemic Assistance Period
(PAP) begins February 2, 2020 (the first week following the beginning date provided
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10.

11.

by the CARES Act) and ends on December 26, 2020 (the last week provided by the
CARES Act, in states where weeks of unemployment end on a Saturday) or
December 27, 2020 (the last week provided by the CARES Act, in states where
weeks of unemployment end on a Sunday).

PUA claims are effective the week filed. However, they must be backdated to the
first week during the PAP in which the individual meets the definition of a covered
individual.

Establishment of PUA Weekly Benefit Amount. Section 2102(d) of the Act requires the
state to pay individuals the WBA under the UC law of the state where the covered
individual was employed plus the $600 FPUC payment. The minimum WBA may not be
less than the minimum WBA in 20 C.F.R. 625.6 before the amount of FPUC under
Section 2104 of the Act is added.

If an individual is self-employed or would not otherwise qualify for UC under a state’s
law, the individual’s PUA WBA is calculated as provided in 20 C.F.R. 625.6 and is
increased by the $600 FPUC payment. If a self-employed individual or an individual
who is “lacking sufficient work history” had earnings for the prior tax year that would
result in a lower WBA than the minimum DUA WBA that is outlined in the quarterly
UIPL for the Minimum DUA benefit, the individual’s WBA must be the minimum
amount listed in the quarterly UIPL. Since the PAP began on February 2, 2020, the
state’s minimum PUA WBA for the period February 2, 2020, through March 31, 2020,
will be calculated based on UIPL No. 3-20. If an individual lives in a territory that does
not provide unemployment compensation under its law, the individual’s PUA WBA is
calculated as provided in 20 C.F.R. 625.6.

Establishment of PUA Maximum Entitlement (Number of weeks of PUA). The total
number of weeks in which a covered individual may receive PUA may not exceed 39
weeks and such total must include any week for which a covered individual received
regular compensation or extended benefits under any state or federal law.

Section 2102 of the Act provides that if extended benefits duration is extended after
March 27, 2020, the 39-week period shall be extended by the number of weeks that is
equal to the number of weeks by which the extended benefits were extended. Thus, if a
state enters a “high unemployment period,” as provided in section 202(b)(3)(B) of the
Federal-State Extended Unemployment Compensation Act of 1970 (26 U.S.C. 3304
note), up to an additional 7 weeks of benefits for a total of 46 weeks of PUA benefits
would be available to eligible individuals. However, note that PUA entitlement must be
reduced by the amount of regular compensation and extended benefits the individual
received.

Other PUA Operational Instructions.

a. Total Unemployment. The WBA payable to an individual for a week of
total unemployment is equal to the individual's most recent WBA (including
any dependents’ allowances) for the applicable PAP.
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b. Partial and Part-Total Unemployment. To determine the amount payable for
a week of partial or part-total unemployment, the state will calculate the
payment amount in accordance with the state law applicable to such a week
of unemployment.

c. The terms and conditions of the state law which apply to claims for regular
compensation and extended benefits and the payment thereof shall apply to
claims for PUA and the payment thereof except as provided in these
operating instructions and any additional guidance issued regarding the
PUA program.

12. Secretary’s Standard. The procedures for reporting and filing claims for PUA must be
consistent with these instructions and the Secretary’s “Standard for Claim Filing,
Claimant Reporting, Job Finding and Employment Services” (Employment Security
Manual, Part V, sections 5000 et. seq.).

13. Determination of Entitlement: Notices to Individuals.

a. Determination of Initial Claim. When an individual files an initial claim for PUA
the state agency must determine promptly the eligibility of the individual and, if
eligible, the weekly and maximum amounts of PUA payable. If denied PUA, the
individual must be issued an appealable determination.

b. Determination of Weekly Claims. The state agency must promptly, upon the
filing of a claim for a payment of PUA for a week of unemployment, determine
whether the individual is entitled to a payment of PUA for such week, and, if
entitled, the amount of PUA to which the individual is entitled to and issue a
prompt payment.

c. Redetermination. An individual filing a PUA initial claim or weekly certification
has the same rights to request a reconsideration of a determination as are provided
for in the applicable state law for regular compensation.

d. Notices to Individual. The state agency must give written notice to the individual
of any determination or redetermination of an initial claim and all weekly claims.
Each notice must include such information regarding rights to reconsideration or
appeal, or both, using the same process that is used for redeterminations of regular
compensation.

e. Promptness. Full payment of PUA when due must be made as soon as
administratively feasible.

f. Secretary’s Determination Standard. The procedures for making determinations
and redeterminations and furnishing written notices of determinations,
redeterminations, and rights of appeal to individuals claiming PUA must be
consistent with the Secretary’s “Standard for Claim Determinations—Separation
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Information" (Employment Security Manual (ESM), Part V, sections 6010 et
seq.). In processing claims, states must comply with section 6013 of the ESM
about conducting an investigation and section 6014 of the ESM concerning
gathering separation information from employers when the claim involves
separation from an employer.

g. Appeal and Hearing.

e Applicable State Law. To ensure that appeals and hearings are held
promptly, the applicable state law provisions concerning the right of
appeal and fair hearing from a determination or redetermination of
entitlement to regular compensation shall apply to determinations and
redeterminations of eligibility for or entitlement to PUA.

e Rights of Appeal and Fair Hearing. The right of appeal and opportunity for
a fair hearing to claims for PUA must be consistent with these instructions
and with sections 303(a)(1) and 303(a)(3) of the Social Security Act (SSA)
(42 U.S.C. 503(a)(1) and 503(a)(3)).

e Promptness of Appeals Decisions.

o Decisions on appeals under the PUA Program must accord with the
"Standard for Appeals Promptness—Unemployment
compensation” in 20 C.F.R. Part 650.

o Any applicable state law provision allowing the advancement or
priority of unemployment compensation cases on judicial
calendars, or otherwise intended to provide for the prompt payment
of unemployment compensation when due, must apply to
proceedings involving entitlement to PUA.

h. Fraud and Overpayment. The requirements of 20 C.F.R. 625.14 shall apply with
respect to PUA overpayments and fraud to the same extent and in the same
manner as in the case of DUA.

1. A state may also use other federal UC to recover PUA overpayments made in that
state, regardless of whether the state has an agreement under Section 303(g)(2) of
the Social Security Act (SSA) (42 U.S.C. §503(g)(2)). This includes FPUC and
PEUC.

j. Further, if a state has an Interstate Reciprocal Overpayment Recovery
Arrangement in effect with the National Association of State Workforce
Agencies, PUA may only be used to offset PUA overpayments for another state.
However, a state may use state or other federal UC paid in that state to recover
PUA overpayments for other states.
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14.

15.

16.

17.

18.

Effect of Other UI-Related Programs on Eligibility for PUA.

a. Trade Readjustment Allowances (TRA). Individuals are not eligible for TRA
until PUA entitlement is exhausted. The provisions of Section 233(d) of the Trade
Act of 1974, as amended, (relating to reduction of EB entitlement because of the
receipt of TRA in the most recent benefit year) are not applicable to
determinations of entitlement to PUA.

b. Disaster Unemployment Assistance (DUA). If an individual is eligible for DUA
with respect to a week of unemployment under Section 410 of the Robert T.
Stafford Disaster Relief and Emergency Assistance Act, as amended, (42 U.S.C.
5177) the individual is not eligible to receive PUA for that week.

Effect of State Additional Compensation (AC). Section 2102 of the Act and, by
reference, DUA regulations at 20 C.F.R. Part 625 require that an individual have no rights
to regular compensation, extended benefits, or additional compensation in order to meet
the eligibility requirements for PUA.

Effect of Federal Pandemic Unemployment Compensation (FPUC). Section 2102 of the
Act provides that the $600 FPUC payments provided under section 2104 of the Act be
added to the PUA WBA. Note that the FPUC payment may be made separately from the
PUA payment or combined with that payment, and that FPUC payments may only be
made with respect to weeks of unemployment ending on or before July 31, 2020.

Coordination Rule. Section 2102 of the CARES Act requires, as a condition of PUA
eligibility, that an individual not be eligible for regular compensation or extended benefits
under state or federal law or pandemic emergency unemployment compensation under
Section 2107, or to have exhausted all rights to regular unemployment or extended
benefits under state or federal law or pandemic emergency unemployment compensation
under Section 2107.

Record Maintenance and Disposal of Records. The state must maintain PUA payment
data as required by the Department.

a. Record Maintenance. Each state will maintain records on the administration of the
PUA program and will make all such records available for inspection,
examination, and audit by such federal officials, employees as the Department
may designate, or as may be required by the law. Reference ET Handbook No.
401, UI Report Handbook for details.

b. Disposal of Records. The electronic/paper records created in the administration of
the PUA program must be maintained by the state for three years after final action
(including appeals or court action) on the payments, or for less than the three-year
period if copied by micro photocopy or by an electronic imaging method. At the
end of the three-year period, the PUA records shall be transferred to state
accountability under the conditions for the disposal of records that apply to UCFE
and UCX records, as explained in Chapter X of ET Handbook No. 391 (1994
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19.

20.

21.

Edition) (OMB No. 1205-0179) and Chapter I of ET Handbook No. 384 (1994
Edition) (OMB No. 1205-0176).

Disclosure of Information. Information in records made and maintained by the state
agency in administering the PUA program must be kept confidential, and information in
such records may be disclosed only in the same manner and to the same extent as
information with respect to regular compensation, and the entitlement of individuals
thereto, may be disclosed under provisions of the applicable state law meeting the
requirements of 20 C.F.R. Part 603. As provided under 20 C.F.R. 603.4(b), the
confidentiality requirements do not apply when such information is being provided in the
aggregate, provided it cannot be combined with other publicly available information to
reveal any such identifying particulars about an individual or the individual’s past or
present employer.

Inviolate Rights to PUA. The rights of individuals to PUA must be protected in the same
manner and to the same extent as the rights of persons to regular UC are protected under
the applicable state law. Such measures must include protection of individuals from
waiver, release, assignment, pledge, encumbrance, levy, execution, attachment, and
garnishment of their rights to PUA. In the same manner and to the same extent,
individuals must be protected from discrimination and obstruction in regard to seeking,
applying for, and receiving PUA.

Notifications.

a. Identification and Notification of Potentially Eligible Claimants. The state must
identify individuals who are potentially eligible for PUA and provide them with
appropriate written notification of their potential entitlement to PUA, including
filing instructions. This includes notifying claimants who were found ineligible
for UC as far back as January 27, 2020.

b. Interstate Claims. PUA is payable to individuals filing under the Interstate Benefit
Payment Plan in the same manner and to the same extent that benefits are payable
to intrastate claimants. The liable state is responsible for identifying and notifying
all potentially eligible interstate claimants of their potential eligibility, including
filing instructions.

c. Notification of Media. To assure public knowledge of the status of the PUA
program, the state must notify all appropriate news media having coverage
throughout the state of the beginning of the PUA program.

D. Financial Information and Instructions:

1.

Payment to States. Requesting PUA Benefit Funds—Under Section 2102(f)(2) of the
CARES Act, each state that has entered into an agreement with the Secretary to pay PUA,
will be paid an amount equal to 100% of the amount of PUA paid to eligible individuals
by the state under the agreement and in full accordance with the CARES Act and these
instructions. States will request funds from the Extended Unemployment Compensation
Account (EUCA) through the Automated Standard Application for Payments (ASAP)
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system. Drawdown requests must adhere to the funding mechanism stipulated in the
Treasury-State Agreement executed under the Cash Management Improvement Act of
1990. Requests will be funded in the same manner as all ASAP transactions elected by
the states (FEDWIRE or ACH to the state benefit payment account).

There will be one new line in the ASAP for making drawdowns to pay PUA benefits,
refer to #3 below for drawdown instructions. The line will be clearly labeled PANDEMIC
UNEMPLOYMENT ASSISTANCE (PUA).

Section 2102(f)(2)(B) authorizes the Secretary to determine the amounts to be paid to
states for processing PUA workloads. Such costs will be based on workload counts
reported on the ETA902P report, and will incorporate minute per unit factors and salary
rates identical to those used in the computation of the regular UC program above base
administrative costs.

Administrative costs will be computed on the ETA 902P report, line 301, column 17. See
Attachment VI for additional detail. The supplemental budget request process will be
used for states to request funds for implementation.

. PUA Accounting Obligational Authority. The Grant Officer will assign a separate line on
the UI program notices of obligational authority for PUA administrative grant funds, and
a separate sub-account for PUA will be set up in the Payment Management System for
states to draw down PUA administrative funds.

Administrative Fund Accounting—Because of the separate appropriation for PUA
administrative funds and the availability of these funds until expended, states must track
and report PUA administrative expenditures and obligations separately from the regular
UI program. Therefore, states must establish a separate fund ledger and must submit a
separate ETA 9130 for the PUA program. States must include any PUA administrative
expenditures and obligations incurred in March 2020 in their June 30, 2020, PUA ETA
9130 report.

Time Distribution. To ensure that PUA costs are tracked separately, states must charge
time used for all PUA activities to the appropriate Ul functional activity codes as outlined
in Appendix E to ET Handbook No. 410 under the separate PUA fund ledger; however,
states must combine regular and PUA staff year usage data in Section A of the UI-3
worksheet.

. Accounting for PUA Payments (Benefits). PUA advances to the states’ UTF accounts

and disbursements for PUA benefit payments will be reported on the monthly ETA 2112.
Do not use a separate form for this report. (See Reporting Instructions.) Accurate
reporting of advances, reimbursements and payments is important due to the monthly
reconciliation of balances with Department of Labor records.

. Processing Refunds. There are two scenarios for returning funds to the program line for
PUA.
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a.

The most likely scenario will be when the state has funds in its state benefit
payment account and needs to return those funds to the EUCA. This should be
completed as a negative amount posted to the appropriate line in ASAP. To
accomplish this, the total draw for the day in ASAP must be greater than the
negative balance posted to the appropriate line.

The second scenario is when a state actually has the funds in its Federal Ul
account that are required to be returned to the appropriate program line. This
should be accomplished by the state processing a book transfer transaction that
accomplishes a transfer from its Ul account to the appropriate program under the
EUCA account.

E. Reporting Instructions

1.

2.

3.

4.

ETA 2112. PUA benefit payment activity must be reported in the aggregate on the
regular ETA 2112 report.

a.

b.

Line 23c. Pandemic Unemployment Assistance. Report in columns C and E the
amount of Federal funds received as advances or reimbursement for PUA.

Line 42c. PUA Activity. Enter in columns C and F the net amount for which the
Federal government is liable for PUA.

ETA 538. Total PUA initial claims processed during the report period and total PUA
continued claims reflecting unemployment for the previous week will be reported in the
comments section and labeled as “PUA IC” and “PUA CC” followed by the number. For
example: “PUA IC =239” “PUA CC =15,135". Regular initial claims and continued
claims should not include PUA claims.

ETA 539. Total PUA initial claims processed during the report period and total PUA
continued claims reflecting unemployment for the previous week will be reported in the
comments section and labeled as “PUA IC” and “PUA CC” followed by the number. For
example: “PUA IC =239” “PUA CC =15,135”". Regular initial claims and continued
claims should not include PUA claims.

ETA 902. See Attachment VI for detailed instructions about this reporting.
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Attachment I1I to UIPL No. 16-20

General Provisions for Administering the Pandemic Unemployment Assistance (PUA)
Program

CERTIFICATIONS AND ASSURANCES

1. Compliance with Federal Requirements. States must comply with the provisions contained
in the states” Agreements with the Department to administer PUA and all applicable PUA
funding instruments. States must perform such duties and functions in accordance with
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards at 2 C.F.R. Part 200 and 2 C.F.R. Part 2900 applicable to all grants and cooperative
agreements. Additionally, the Department’s administrative requirements for grants and
cooperative agreements at 29 C.F.R. Parts 31, 32, 38, 96, and 98 apply to grant funds
provided for these activities.

2. Prohibition on Subsidization of Forced or Indentured Child Labor. States, consistent
with section 103 of the Further Consolidated Appropriations Act, 2020, Pub. L. 116- 94 and
in accordance with Executive Order No. 13126, must not obligate or expend funds made
available to administer PUA for the procurement of goods, mined, produced, manufactured,
or harvested or services rendered, whole or in part, by forced or indentured child labor in
industries and host countries already identified by the U.S. Department of Labor prior to
enactment of the Department’s 2008 appropriation.

3. Salary and Bonus Pay Limitations. States, in compliance with section 101 of the Further
Consolidated Appropriations Act, 2020, PUB. L. 116- 94, must not use funds provided for
PUA administration to pay the salary and bonuses of an individual, either as direct costs or
indirect costs, at a rate in excess of Executive Level 11, except as provided for under section
101 of Public Law 109-149. This limitation shall not apply to vendors providing goods and
services as defined in OMB Circular No. A-133. Where states are recipients of such funds,
states may establish a lower limit for salaries and bonuses of those receiving salaries and
bonuses from sub-recipients of such funds, taking into account PUA, including the relative
cost-of-living in the state, the compensation levels for comparable state or local government
employees, and the size of the organizations that administer Federal programs involved
including Employment and Training Administration programs. See TEGL No. 5-06 for
further clarification. The incurrence of costs and the receipt of reimbursement for these costs
under this award certifies that the Grantee has read the above condition and is in compliance.

4. Veterans’ Priority Provisions. This program, funded by the U.S. Department of Labor, is
subject to the provisions of the “Jobs for Veterans Act” (JVA), Public L. 107-288 (38 U.S.C.
§4215). The JVA provides priority of service to veterans and spouses of certain veterans for
the receipt of employment, training, and placement services. The veterans’ priority is
implemented by 20 C.F.R. Part 1010 (73 Fed. Reg. 78132, Sept. 19, 2008). Please note that
to obtain priority service a veteran must meet the program’s eligibility requirements.
Training and Employment Guidance Letter (TEGL) No. 10-09 (November 10, 2009)
provided general guidance on the scope of the veterans’ priority statute and its effect on
current employment and training programs. In addition to TEGL 10-09, a series of questions
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and answers related to priority of service is posted at:
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=2816 for fifteen (15) programs
administered by ETA.

The Workforce Innovation and Opportunity Act (WIOA) State Plan requires states to
describe the policies and strategies in place to ensure, pursuant to the JVA, that priority of
service is provided to veterans (and certain spouses) who otherwise meet the eligibility
requirements for all employment and training programs funded by the U.S. Department of
Labor and administered by ETA. See Required Elements for Submission of the Unified or
Combined State Plan and Plan Modifications under the Workforce Innovation and
Opportunity Act, OMB Control No. 1205-0522. In addition, the states are required to
provide assurances that they will comply with the Veterans’ Priority Provisions established
by the JVA. States must adhere to JVA requirements, as interpreted by the Department, in
administering PUA.

. Certifications and Assurances. In administering PUA, states must fully comply with the
State Quality Service Plan (SQSP) assurances. These SQSP assurances are detailed in
Chapter 1, Part VIII of the “Unemployment Insurance State Quality Service Plan (SQSP)
Assurances,” ET Handbook No. 336 (18" Edition, Change 4).

Assurance of Equal Opportunity (EO).

Assurance of Administrative Requirements and Allowable Cost Standards.
Assurance of Management Systems, Reporting, and Recordkeeping.
Assurance of Program Quality.

Assurance on Use of Unobligated Funds.

Assurance of Prohibition of Lobbying Costs.

Drug-Free Workplace.

Assurance of Contingency Planning.

Assurance of Conformity and Compliance.

Assurance of Automated Information Systems Security.

Assurance of Confidentiality.

ARESZQEEDAFP

The Office of Management and Budget (OMB), SF 424 B Assurances-Non- Construction
Programs, signed and submitted by each state with its State Quality Service Plan annual
submission, also apply.
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Attachment II1 to UIPL No. 16-20

Statutory Language of Title 11, Subtitle A, Section 2102 of the Coronavirus Aid, Relief, and
Economic Security (CARES) Act of 2020

SEC. 2102. PANDEMIC UNEMPLOYMENT ASSISTANCE.
(a) Definitions.--In this section:

(1) COVID-19.--The term ""COVID-19" means the 2019 Novel Coronavirus or 2019-nCoV.

(2) COVID-19 public health emergency.--The term *"COVID-19 public health emergency"
means the public health emergency declared by the Secretary of Health and Human Services on
January 27, 2020, with respect to the 2019 Novel Coronavirus.

(3) Covered individual.--The term "“covered individual"--

(A) means an individual who--

(1) 1s not eligible for regular compensation or extended benefits under State or Federal
law or pandemic emergency unemployment compensation under section 2107, including an
individual who has exhausted all rights to regular unemployment or extended benefits under
State or Federal law or pandemic emergency unemployment compensation under section 2107;
and

(i1) provides self-certification that the individual--

(I) 1s otherwise able to work and available for work within the meaning of applicable
State law, except the individual is unemployed, partially unemployed, or unable or unavailable to
work because--

(aa) the individual has been diagnosed with COVID-19 or is experiencing
symptoms of COVID-19 and seeking a medical diagnosis;

(bb) a member of the individual's household has been diagnosed with COVID-19;

(cc) the individual is providing care for a family member or a member of the
individual's household who has been diagnosed with COVID-19;

(dd) a child or other person in the household for which the individual has primary
caregiving responsibility is unable to attend school or another facility that is closed as a direct
result of the COVID-19 public health emergency and such school or facility care is required for
the individual to work;

(ee) the individual is unable to reach the place of employment because of a
quarantine imposed as a direct result of the COVID-19 public health emergency;

(ff) the individual is unable to reach the place of employment because the
individual has been advised by a health care provider to self-quarantine due to concerns related to
COVID-19;

(gg) the individual was scheduled to commence employment and does not have a
job or is unable to reach the job as a direct result of the COVID-19 public health emergency;

(hh) the individual has become the breadwinner or major support for a household
because the head of the household has died as a direct result of COVID-19;

(1) the individual has to quit his or her job as a direct result of COVID-19;

(jj) the individual's place of employment is closed as a direct result of the COVID-
19 public health emergency; or

(kk) the individual meets any additional criteria established by the Secretary for
unemployment assistance under this section; or

(IT) is self-employed, is seeking part-time employment, does not have sufficient
work history, or otherwise would not qualify for regular unemployment or extended benefits
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under State or Federal law or pandemic emergency unemployment compensation under section
2107 and meets the requirements of subclause (I); and
(B) does not include--
(1) an individual who has the ability to telework with pay; or
(i1) an individual who is receiving paid sick leave or other paid leave benefits,
regardless of whether the individual meets a qualification described in items (aa) through (kk) of
subparagraph (A)(1)(I).

(4) Secretary.--The term “Secretary” means the Secretary of

Labor.

(5) State.--The term “State” includes the District of Columbia, the Commonwealth of Puerto
Rico, the Virgin Islands, Guam, American Samoa, the Commonwealth of the Northern Mariana
Islands, the Federated States of Micronesia, the Republic of the Marshall Islands, and the
Republic of Palau.

(b) Assistance for Unemployment as a Result of COVID-19.--Subject to subsection (c), the
Secretary shall provide to any covered individual unemployment benefit assistance while such
individual is unemployed, partially unemployed, or unable to work for the weeks of such
unemployment with respect to which the individual is not entitled to any other unemployment
compensation (as that term is defined in section 85(b) of title 26, United States Code) or waiting
period credit.

(c) Applicability.--

(1) In general.--Except as provided in paragraph (2), the assistance authorized under
subsection (b) shall be available to a covered individual--

(A) for weeks of unemployment, partial unemployment, or inability to work caused by
COVID-19--

(1) beginning on or after January 27, 2020; and
(i1) ending on or before December 31, 2020; and

(B) subject to subparagraph (A)(ii), as long as the covered individual's unemployment,
partial unemployment, or inability to work caused by COVID-19 continues.

(2) Limitation on duration of assistance.--The total number of weeks for which a covered
individual may receive assistance under this section shall not exceed 39 weeks and such total
shall include any week for which the covered individual received regular compensation or
extended benefits under any Federal or State law, except that if after the date of enactment of this
Act, the duration of extended benefits is extended, the 39-week period described in this
paragraph shall be extended by the number of weeks that is equal to the number of weeks by
which the extended benefits were extended.

(3) Assistance for unemployment before date of enactment.--The Secretary shall establish a
process for making assistance under this section available for weeks beginning on or after
January 27, 2020, and before the date of enactment of this Act.

(d) Amount of Assistance.--

(1) In general.--The assistance authorized under subsection (b) for a week of unemployment,
partial unemployment, or inability to work shall be--

(A)(1) the weekly benefit amount authorized under the unemployment compensation law
of the State where the covered individual was employed, except that the amount may not be less
than the minimum weekly benefit amount described in section 625.6 of title 20, Code of Federal
Regulations, or any successor thereto; and

(i1) the amount of Federal Pandemic Unemployment Compensation under section 2104;
and
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(B) in the case of an increase of the weekly benefit amount after the date of enactment of
this Act, increased in an amount equal to such increase.

(2) Calculations of amounts for certain covered individuals.-- In the case of a covered
individual who is self-employed, who lives in a territory described in subsection (c) or (d) of
section 625.6 of title 20, Code of Federal Regulations, or who would not otherwise qualify for
unemployment compensation under State law, the assistance authorized under subsection (b) for
a week of unemployment shall be calculated in accordance with section 625.6 of title 20, Code of
Federal Regulations, or any successor thereto, and shall be increased by the amount of Federal
Pandemic Unemployment Compensation under section 2104.

(3) Allowable methods of payment.--Any assistance provided for in accordance with
paragraph (1)(A)(ii) shall be payable either--

(A) as an amount which is paid at the same time and in the same manner as the assistance
provided for in paragraph

(1)(A)(1) 1s payable for the week involved; or

(B) at the option of the State, by payments which are made separately from, but on the
same weekly basis as, any assistance provided for in paragraph (1)(A)(1).

(e) Waiver of State Requirement.--Notwithstanding State law, for purposes of assistance
authorized under this section, compensation under this Act shall be made to an individual
otherwise eligible for such compensation without any waiting period.

(f) Agreements With States.--

(1) In general.--The Secretary shall provide the assistance authorized under subsection (b)
through agreements with States which, in the judgment of the Secretary, have an adequate system
for administering such assistance through existing State agencies.

(2) Payments to states.--There shall be paid to each State which has entered into an
agreement under this subsection an amount equal to 100 percent of--

(A) the total amount of assistance provided by the State pursuant to such agreement; and

(B) any additional administrative expenses incurred by the State by reason of such
agreement (as determined by the Secretary), including any administrative expenses necessary to
facilitate processing of applications for assistance under this section online or by telephone rather
than in-person.

(3) Terms of payments.--Sums payable to any State by reason of such State's having an
agreement under this subsection shall be payable, either in advance or by way of reimbursement
(as determined by the Secretary), in such amounts as the Secretary estimates the State will be
entitled to receive under this subsection for each calendar month, reduced or increased, as the
case may be, by any amount by which the Secretary finds that his the amounts which should have
been paid to the State. Such estimates may be made on the basis of such statistical, sampling, or
other method as may be agreed upon by the Secretary and the State agency of the State involved.

(g) Funding.--

(1) Assistance.--

(A) In general.--Funds in the extended unemployment compensation account (as
established by section 905(a) of the Social Security Act (42 U.S.C. 1105(a)) of the
Unemployment Trust Fund (as established by section 904(a) of such Act (42 U.S.C. 1104(a))
shall be used to make payments to States pursuant to subsection (f)(2)(A).

(B) Transfer of funds.--Notwithstanding any other provision of law, the Secretary of the
Treasury shall transfer from the general fund of the Treasury (from funds not otherwise
appropriated) to the extended unemployment compensation account such sums as the Secretary
of Labor estimates to be necessary to make payments described in subparagraph (A). There are
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appropriated from the general fund of the Treasury, without fiscal year limitation, the sums
referred to in the preceding sentence and such sums shall not be required to be repaid.

(2) Administrative expenses.--

(A) In general.--Funds in the employment security administration account (as established
by section 901(a) of the Social Security Act (42 U.S.C. 1105(a)) of the Unemployment Trust
Fund (as established by section 904(a) of such Act (42 U.S.C. 1104(a)) shall be used to make
payments to States pursuant to subsection (f)(2)(B).

(B) Transfer of funds.--Notwithstanding any other provision of law, the Secretary of the
Treasury shall transfer from the general fund of the Treasury (from funds not otherwise
appropriated) to the employment security administration account such sums as the Secretary of
Labor estimates to be necessary to make payments described in subparagraph (A). There are
appropriated from the general fund of the Treasury, without fiscal year limitation, the sums
referred to in the preceding sentence and such sums shall not be required to be repaid.

(3) Certifications.--The Secretary of Labor shall from time to time certify to the Secretary of
the Treasury for payment to each State the sums payable to such State under paragraphs (1) and
(2).

(h) Relationship Between Pandemic Unemployment Assistance and Disaster Unemployment
Assistance.--Except as otherwise provided in this section or to the extent there is a conflict
between this section and section 625 of title 20, Code of Federal Regulations, such section 625
shall apply to this section as if--

(1) the term ""COVID-19 public health emergency" were substituted for the term *major
disaster" each place it appears in such section 625; and

(2) the term "“pandemic" were substituted for the term ""disaster" each place it appears in
such section 625.
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Attachment IV to UIPL No. 16-20
Supplemental Budget Request (SBR) Application
Instructions: States must complete the application using the suggested format and instructions

below for the projects/activities for which the state is seeking funding. This application is to be
combined with a completed SF-424 and an SF-424A covering all projects/activities.

Unemployment Insurance
Supplemental Budget Request Abstract

State Name:

Total Funds Requested for All Projects:

Name, Title, and Address of Grant Notification Contact (Typically the State Workforce
Agency Administrator)

Name:

Title:

Address:

Name, E-Mail Address, and Phone Number of SBR Project or Fiscal Manager
Name:

E-Mail Address:

Telephone Number:

Provide the following information for each project (add additional rows as needed):

Project Name Total Cost of Project Proposed Completion Date
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Project Description

Project Timeline

Description of Costs

State Agency Staff Costs:

Type of Position Total Hours Cost Per Hour Total
Contract Staff Costs:
Type of Position Total Hours Cost Per Hour Total

Hardware, Software and Telecommunications Equipment:

Item Description Cost Per Item Quantity Total

Other Costs:

Item Cost Explanation
Iv-2
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SECTION INSTRUCTIONS

Name of Project: Provide the name of the proposed project.

Amount of Funding Request for this Project: Provide the total amount of funds requested in
this individual project.

State Contact: Provide name, telephone number, and e-mail address of the individual who can
answer any questions relating to the proposal.

Project Description: Provide a brief description of the projects/activities for which the state
seeking funding.

Project Timeline: Provide a list of the dates and the milestones for this project.

Description of Costs: Provide an explanation of all costs included in the project.

e State Agency Staff Costs: Use the table format provided in this attachment to request state
staff to support project implementation.

e Contract Staff Costs: Use the table format provided in this attachment to request contract
staff to support project implementation.

e Hardware, Software, and Telecommunications Equipment: Provide an itemized list of
hardware, software, and telecommunications equipment including the cost per item and the
number of each item requested. A description of each item must provide any information
needed to identify the specific item and a description of the size and capacity of each item if
applicable.

e Other: Identify each item of cost not covered elsewhere and provide the expected cost per
item. The need for each item must be explained.
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Attachment V to UIPL No. 16-20

Instructions Completing the SF-424 and SF-424A

Application for Federal Assistance (SF-424)

Use the current version of the form for submission. Expired forms will not be accepted.
SF-424, Expiration Date 12/31/2022, Office of Management and Budget (OMB) Control
No. 4040-0004 (Grants.gov). http://www.grants.gov/web/grants/forms/st-424-

family.html

Section # 8, APPLICANT INFORMATION:

e Legal Name: The legal name must match the name submitted with the System for
Award Management (SAM). Please refer to instructions at https://www.sam.gov

e Employer/Tax Identification Number (EIN/TIN) : Input your correct 9-digit EIN
and ensure that it is recorded within SAM

e Organizational DUNS: All applicants for Federal grant and funding opportunities
are required to have a 9-digit Data Universal Numbering System (D-U-N-S®)
number, and must supply their D-U-N-S® number on the SF-424. Please ensure
that your state is registered with the SAM. Instructions for registering with SAM
can be found at https://www.sam.gov . Additionally, the state must maintain an
active SAM registration with current information at all times during which it has
an active Federal award or an application under consideration. To remain
registered in the SAM database after the initial registration, there is a requirement
to review and update the registration at least every 12 months from the date of
initial registration or subsequently update the information in the SAM database to
ensure it is current, accurate, and complete. Failure to register with SAM and
maintain an active account will result in a rejection of your submission.

e Address: Input your complete address including Zipcode+4; Example: 20110-
831. For lookup, use link at
https://tools.usps.com/go/ZipLookupAction!input.action

e Organizational Unit: Input appropriate Department Name and Division Name, if
applicable

e Name and contact information of person to be contacted on matters involving this
application. Provide complete and accurate contact information including
telephone number and email address for the point of contact

Section # 9, Type of Applicant 1: Select Applicant Type: Input “State Government”

Section # 10, Name of the Federal Agency: Input “Employment and Training
Administration”
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Section # 11, Catalog of Federal Domestic Assistance Number: Input “17.2257;
CFDA Title: Input “Unemployment Insurance”

Section # 12, Funding Opportunity Number and Title: Input “UIPL No. 16-20,
Pandemic Unemployment Assistance Implementation Grants™

Section # 13, Competition Identification Number: Leave Blank

Section # 14, Areas Affected by Project: Input the place of performance for the project
implementation; Example “NY” for New York

Section # 15, Descriptive Title of Applicant’s Project: Input “Pandemic
Unemployment Assistance Implementation Grants”

Section # 16, Congressional Districts of:
e Applicant: Input the Congressional District of your home office. For lookup, use
link at www.house.gov with Zipcode + 4
e Program/Project: Input the Congressional District where the project work is
performed. Ifit’s the same place as your home office, input the congressional
district for your home office. For lookup, use link at www.house.gov with
Zipcode+4

Section # 17, Proposed Project
e Start Date: Input a valid start date for the project (earliest start date will be March
27,2020)
e End Date: Input a valid end date for the project

Section # 18, Estimated Funding ($): Input the estimated funding requested. Ensure
that the funding requested matches the TOTALS in Section B — Budget Categories of the
SF424A

Section #s 19 — 20: Complete as per instructions for Form SF-424

Section # 21, Authorized Representative: Please select the “I AGREE” check box and
provide complete information for your authorized signatory including contact
information such as telephone number and email address. If your Authorized
Representative has changed from your previous application submission for this program,
please include a letter from a higher level leadership authorizing the new signatory for the

application submission

Remember to get the SF-424 signed and dated by the Authorized representative
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II.

Budget Information -Non-Construction Programs (SF-424A)

Use the current version of the form for the submission. Expired forms will not be
accepted. SF 424A, Expiration Date 02/28/2022, OMB Control No. 4040-0006
https://apply07.grants.gov/apply/forms/readonly/SF424A-V1.0.pdf

Section B — Budget Categories: Ensure that TOTALS in Section 6, Object Class
Categories matches the Estimated Funding requested in the SF-424.
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Attachment VI to UIPL No. 16-20

Handbook 401 Instructions for ETA 902 Pandemic Unemployment Assistance
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Ul REPORT HANDBOOK NO.401
ETA 902P — PANDEMIC UNEMPLOYMENT ASSISTANCE

ETA 902P — PANDEMIC UNEMPLOYMENT ASSISTANCE ACTIVITIES
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Ul REPORT HANDBOOK NO.401
ETA 902P — PANDEMIC UNEMPLOYMENT ASSISTANCE

A. Facsimile of Form

ETA 902P — PANDEMIC UNEMPLOYMENT ASSISTANCE ACTIVITIES

STATE: REGION: REPORT FOR PERIOD
SECTION A. APPLICATION AND PAYMENT ACTIVITIES
CATEGORY | LINE | INITIAL NO. FIRST WKS. WKS. | AMOUNT

NO. APPS. DETERM. | PAYMTS. | CLAIMED | COMP COMP.
ELIG.
1 2 3 4 5 6

Total 101
Self- 102
Employed

SECTION B. DENIAL AND APPEALS ACTIVITY

CATEGORY LINE | WKS.OF APPEALS APPEALS FAVOR OF
NO. PUA FILED DISPOSED APPELLANT
DENIED
STATE HA | STATE HA STATE RA
7 8 9 10 11 12 13
Total 201

Self - Employed 202
SECTION C. OVERPAYMENT ACTIVITY AND ADMINISTRATION

CATEGORY | LINE OVERPAYMENTS ADMINISTRATIVE COSTS
NO.

PERSONNEL
CASES | WEEKS | AMOUNT

17

14 15 16
Total 301
Fraud 302
Signature Title
Comments:
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Ul REPORT HANDBOOK NO.401
ETA 902P — PANDEMIC UNEMPLOYMENT ASSISTANCE

OMB No.: NA OMB Expiration Date: NA OMB Burden
Minutes: NA

OMB Burden Statement: Section 2116(a), Division B, Title II of the CARES Act states that
“Chapter 35 of Title 44, United States Code, (commonly referred to as the “Paperwork Reduction
Act of 1995”) shall not apply to the amendments made by this subtitle.” Therefore these reporting
instructions do not require additional OMB approval and the submission of this information is
required to obtain or retain benefits under the SSA 303(a)(6).
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Ul REPORT HANDBOOK NO.401
ETA 902P — PANDEMIC UNEMPLOYMENT ASSISTANCE

Purpose

The ETA 902P report contains monthly data on Pandemic Unemployment Assistance (PUA)
activities provided by the CARES Act, enacted on March 27, 2020. PUA is a temporary
Federal program to provide relief for workers affected by the coronavirus who do not qualify
for other Federal benefits such as regular unemployment insurance or extended benefits.

Scope and Duration of the Report

1. The first report shall be sent in the month following the date the state agreement to
participate in the PUA program, and later reports shallbe sent each month that PUA
activity continues to occur, such as for payments made for weeks in the pandemic
assistance period (PAP) issued as a result of appeals.

2. Reports should be submitted monthly through the end of the Pandemic Assistance
Period and until all payment and appeals activity is complete.

Due Date and Transmittal

Reports shall be submitted electronically each month providing PUA activities performed
during the preceding calendar month. Reports are due in the National Office on the 30th of
the month following the month to which data relate. South Pacific Island jurisdictions must
submit hardcopy reports, as there is no electronic submittal method available to them at this
time.

For South Pacific Island jurisdictions, one copy should be sent to the National Office addressed
as follows:

U.S. Department of Labor, ETA
Attn: Office of Unemployment Insurance
Frances Perkins Building
200 Constitution Avenue, N.W.
Washington, D.C. 20210
Attention: Pandemic Unemployment Assistance Coordinator/Program
Specialist
Division of Unemployment Insurance Operations
One copy should also be sent to the San Francisco ETA Regional Office.
General Reporting Instructions
1.  In all instructions, reference to State UI (UC) claims will include UCFE, UCX,
TRA, RRA (Railroad), EB, and any other program included and/or defined under 20
C.F.R. 625.2(d).

2. Self-employed applicants are those who have filed an initial request for PUA and for
whom it was determined that their primary reliance for income is on their performance
of services in their own business or farm.

3. Payments of Ul made to replace erroneously paid PUA should not be reported on the

ETA 902P, but should be reported on the appropriate Ul reports, i.e., ETA 5159.
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Ul REPORT HANDBOOK NO.401
ETA 902P — PANDEMIC UNEMPLOYMENT ASSISTANCE

F. Definitions
1.Effective Date of an Initial Application. The effective day is the first day of the first
week of unemployment provided that week of unemployment is in the pandemic
assistance period (PAP). PUA claims may be backdated to the beginning of the PAP,
February 2, 2020.

2.Eligible. Meets qualifications for receiving Pandemic Unemployment Assistance, as
specified in Section 2102 of the CARES Act. If an individual is eligible for UC, such
individual is not eligible for PUA and should not be counted in any PUA Activities
report.

G. Item by Item Instructions
1.Report Period Ended. Enter the month, last day of the month, and four digit year to
which the data relate; e.g., 01/31/2020.

2.State. Enter the two-letter Federal Information Processing Standards (FIPS) State
Alpha Code (identical to the two-letter U.S. Postal Service abbreviation) of the state
or South Pacific Island jurisdiction as it appears in FIPS Publication 5-2. The
National Institute of Standards and Technology issued the FIPS publication on May
28, 1987.

3.Section A. Application and Payment Activities.

a. Column 1, Initial Applications. Enter the number of initial applications for PUA
taken during the report period. This will equal the number of initial applications
that were completed and/or number of applications entered into an automated
system through an electronic/telephone claims taking system during the report
period. Do not include individuals eligible for UC where it may have been
necessary, due to the filing environment, to accept initial claims for both programs.

b. Column 2., Number Determined Eligible. Enter the number of individuals
determined eligible for PUA during the report period. Do not include individuals
eligible for UC where it may have been necessary, due to the filing environment, to
accept initial claims for both programs.

c. Column 3, First Payments. Enter the number of payments which represent, for any
individual, the first week for which assistance is paid in the pandemic assistance
period.

d. Column 4, Weeks Claimed. Enter the total number of weeks for which PUA is
claimed during the report period whether or not PUA is actually paid. If claims are
filed weekly, the number of weeks will equal the number of weekly received during
the report period. If claims are filed other than weekly claims, the number of weeks
will equal the number of weeks during the report period.

e. Column 5, Weeks Compensated. Enter the number of weeks of unemployment
for which PUA was paid during the report period. A week of unemployment
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Ul REPORT HANDBOOK NO.401
ETA 902P — PANDEMIC UNEMPLOYMENT ASSISTANCE

compensated is any week of unemployment for which PUA funds are paid,
regardless of amount.

f.  Column 6, Amount Compensated. Enter the amount of PUA funds represented by
the weeks reported in column 5.

4.Section B. Denial and Appeals Activity.

a. Column 7, Weeks of PUA Denied. Enter the number of weeks of unemployment
where a PUA payment was denied for which an individual, except for the reason of
the denial, would have been eligible to receive a PUA payment.

NOTE: For columns 8 through 13, the entries refer to the number of cases received
or disposed of during the report period by authority (i.e., first level state appeals
authority and the second level state higher authority). All cases, including cases
disposed of before reaching the appeals authority, should be included. Definitions
of case, authority, disposal, etc., are those developed for the PUA program where
found or, when these do not exist, are those used in the state UI program.

b. Columns 8 and 9, Appeals Filed. In columns 8 and 9, distribute, by type of
authority, the appeal cases or requests for review received during the month. In
addition, provide a sub-breakout of the Total for self-employed individuals in line
202.

c. Columns 10 and 11, Appeals Disposed. Enter in columns 10 and 11 the total
number of cases disposed during the month by authority level. In line 202, provide
the number of cases disposed of involving self-employed individuals.

d. Columns 12 and 13, Favor of Appellant. Enter in columns 12 and 13 the number
of appeal decisions included in columns 10 and 11, which were in favor of the
appellant by authority level. In line 202 enter a breakout of self-employed
individuals who appealed and had the decision in their favor.

5.Section C. Overpayment Activity.

a. Columns 14, 15, and 16, Overpayments. In column 14, Cases, line 301, enter the
number of cases, including willful misrepresentation (fraud) determined during
the report period as an overpayment, regardless of when it occurred. In line 302
provide a sub-breakout of the number of cases determined as fraud cases. In column
15, Weeks, enter in line 301 the number of weeks of PUA overpaid in connection
with the cases reported in column 14; enter the number of weeks of fraud
overpayments included in line 301. In column 16, Amount, enter in line 301, the
amount overpaid represented by cases reported in column 14. Provide a sub-
breakout of the amount involving fraud in line 302.

b. Columns 17, Administrative Costs. This data cell will self-populate and reflect
computed administrative costs based on workload items reported in Section A. and
Section B. above. Minute per unit factors reflected in the annual UIPL advisory
communicating target allocations for base administrative grants and staff year usage
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information from the UI-1 report will be used to compute staffing levels needed to
process the initial claims (line 101 column 1), weeks claimed (line 101 column 4)
and appeals disposed (line 201 column 10) workload. Staff salary rates will reflect
the rates used for quarterly above base computations. Staffing costs will be
increased by the applicable factor to account for leave, and resulting costs will be
increased by 19% to account for overhead.

Time factors and staff salary rates necessary for the computations of administrative
costs described above for Guam, American Samoa, the Commonwealth of the
Northern Mariana Islands, the Federated States of Micronesia, the Republic of the
Marshall Islands, and the Republic of Palau will be communicated to each territory
separately.

H. Checking the Report
1.General Checks. Entries should be made for all required items. If the item is

inapplicable, or if applicable but no activity corresponding to the items occurred
during the report period, a zero should be entered. A report containing missing data
cannot be sent to the National Office, but can be stored on the state’s system.

2.Arithmetic Checks.

a.

b.

For columns 1, 2, and 8 through 13, the entries in line 102 and 202 respectively,
should be equalto or less than the entries in line 101 or 201.

For columns 14 through 16, the entries in line 302 should be equal to or less than
line 301.

Signature. Signature is only required if reports are sent manually to the National Office.
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EMPLOYMENT AND TRAINING ADMINISTRATION
ADVISORY SYSTEM
U.S. DEPARTMENT OF LABOR
Washington, D.C. 20210

CLASSIFICATION
Unemployment Insurance

CORRESPONDENCE SYMBOL
OUI/'DL

DATE
March 12, 2020

ADVISORY: UNEMPLOYMENT INSURANCE PROGRAM LETTER NO. 10-20

TO: STATE WORKFORCE AGENCIES

=<
FROM: JOHN PALLASCH
Assistant Secretary

SUBJECT: Unemployment Compensation (UC) for Individuals Affected by the

Coronavirus Disease 2019 (COVID-19)

1. Purpose. To provide guidance to states regarding unemployment compensation (UC)

flexibilities related to COVID-19.

2. Action Requested. The Department of Labor’s (DOL’s) Employment and Training
Administration (ETA) requests State Workforce Administrators to provide information
contained in this Unemployment Insurance Program Letter (UIPL) to appropriate program

and other staff in the state’s workforce system.

3. Summary and Background.

a. Summary: This UIPL provides guidance to states regarding UC eligibility for individuals

affected by COVID-19.

b. Background: The Administration is actively working with states to ensure they have the
guidance needed about UC flexibilities related to COVID-19 in order to assist individuals
affected by the disease. The Unemployment Insurance (UI) program requires individuals
to be able and available for work and to actively seek work (we refer to these as the able,
available, and work search requirements throughout this UIPL). However, states have
significant flexibility in implementing these requirements, as well as in determining the
type of work that may be suitable given the individual’s circumstances. In short, an
individual may be quarantined or otherwise affected by COVID-19 but still eligible for
UC, depending on state law. To clarify, Ul is not intended to be used as paid sick leave.

RESCISSIONS
None

EXPIRATION DATE
Continuing
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4. Guidance and Information.

This UIPL provides guidance on the following UC issues related to COVID-19:

Determining whether an individual is “unemployed;

Determining if the individual is able to work, available for work, and actively seeking
work;

Examples for assessing UC eligibility;

Employer charging, with consideration for impact on trust fund solvency;

Impact of eliminating the waiting week; and

Promotion of Short-Time Compensation.

IS

Mo oA e

a. Determining whether an individual is “anemployed”

The Department has a longstanding legal interpretation of federal UC law that
“unemployment” includes a reduction of both work hours and earnings.

The Department first defined “unemployment” in 1950 in its model for state legislation to
meet the requirements of federal UC law. The model defined “week of unemployment” as
“any week during which [an individual] performs less than full-time work for any employing
unit if the wages payable to [the individual] with respect to such week are less than the
weekly benefit amount.” (Manual of State Employment Security Legislation 1950.)

The Department further clarified the meaning of the term “unemployment” in UIPL No. 08-
98: “Federal law limits the payment of UC to periods in which an individual has experienced
unemployment, that is, an actual reduction in hours worked.” UIPL 08-98 cited, among other
things, a January 31, 1939, Social Security Board statement that explained that “[S]ince ...
any benefits paid under a State law must be paid with respect to unemployment, a State’s
plan for the payment of partial benefits must safeguard against the payment for reduced
earnings without accompanying unemployment.”

An individual receiving paid sick leave or paid family leave is still receiving pay. Thus,
generally speaking, the individual is not “unemployed,” so the individual is ineligible for UC.

b. Determining if the individual is able to work, available for work, and actively seeking
work

Federal UC law requires that claimants be able to work, available for work, and actively
seeking work. 42 USC 503(a)(12) (Section 303(a)(12) of the Social Security Act (SSA)).
These federal requirements cannot be categorically waived or exempted for individuals
affected by COVID-19. Yet states have significant discretion to establish how individuals
demonstrate that they are meeting these requirements.

The Department has interpreted and enforced the federal able, available, and work search
requirements since the inception of the federal-state UC program. As far back as 1939, the
Chair of the Social Security Board explained in a letter to the Governor of California, “The

2
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entire legislative history [of the UC titles of the original SSA] . . . all indicate, either
expressly or by implication, the compensation contemplated under [these titles] is
compensation to individuals who are able to work but are unemployed by reason of lack of
work.”

The able and available requirements were codified in federal regulation at 20 CFR 604.4 in
2007. The regulation’s accompanying notice explained, “The UC program is designed to
provide temporary wage insurance for individuals who are unemployed due to a lack of
suitable work. The [able and available requirements] implement this design by testing
whether the fact that an individual did not work for any week was involuntary due to the
unavailability of suitable work.” 72 Fed. Reg. 1890 (Jan. 16, 2007). In 2012, Congress
codified the able, available, and work search requirements at Section 303(a)(12) of the SSA.

Federal UC law makes some exceptions to these requirements, such as for state-approved
training. (Section 3304(a)(8) of the Federal Unemployment Tax Act (FUTA)). Federal UC
law also permits some substitutions for these requirements, such as participation in the Short-
Time Compensation program. (Section 3306(v)(5) of FUTA.) However, exceptions to this
requirement are limited to those included in FUTA or SSA and there is no exception from the
able, available, and work search requirements for an individual affected by COVID-19.

Even so, states have flexibility to determine what type of work is suitable for an individual
and what it means for that individual to be able, available, and seeking work, even when
quarantined or otherwise affected by COVID-19.

Under 20 CFR 604.5(a), a state may consider an individual available for work under any of
the following circumstances:

(1) The individual is available for any work for all or a portion of the week claimed,
provided that any limitation placed by the individual on his or her availability does not
constitute a withdrawal from the labor market.

(2) The individual limits his or her availability to work which is suitable for such
individual as determined under the State UC law, provided the State law definition of
suitable work does not permit the individual to limit his or her availability in such a
way that the individual has withdrawn from the labor market . . .

(3) The individual is on temporary lay-off and is available to work only for the employer
that has temporarily laid off the individual.

Further, the regulations explicitly address individuals whose most recent separation occurred
due to illness or physical injury, explaining that they may be considered able to work and
available for work until such time as they are offered suitable employment and decline it due
to that illness or injury (20 CFR 604.4(b)). In addition, federal law requires that an
individual actively search for work. However, as with the able and available requirements,
states have considerable discretion to determine the types of suitable work which individuals
must seek.

3
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Taken together, the federal UC framework gives states significant flexibility to determine
standards for ability to work, availability to work, and suitable work in the context of
COVID-19.

c. Examples for assessing UC eligibility

The following scenarios are meant to help states assess UC eligibility for individuals affected
by COVID-19. In each, the individuals may be unemployed as they have reduced hours and

pay.

Federal law permits states to exercise the flexibilities described below. An individual need
not quit or be discharged to potentially be eligible for benefits. Therefore, we encourage
states to review their laws in light of COVID-19’s effects. Other scenarios than these may
arise. We encourage states to contact DOL for technical assistance.

Scenario 1: Employer temporarily ceases operations.
An employer or employing unit temporarily shuts down due to COVID-19 with the
expectation that the individual will return when business resumes.

Federal law would permit a state to treat the separation here as a temporary layoff. States
have significant discretion to determine able, available, and work search requirements, and
they can determine that the suitable work for this individual is the job he or she intends to
return to after business resumes. As provided in 20 CFR 604.5(a)(3), individuals are able to
and available for work if their employer temporarily laid them off and the individuals remain
available to work only for that employer. Thus, for states that take this approach, individuals
may only need to be able and available for that job and, to meet the work search requirement,
take reasonable steps to preserve their ability to come back to that job.

Scenario 2: Individual is guarantined and will return to employer.

An individual is quarantined by a medical professional or under government direction, and
the employer has instructed the individual to return to work after the quarantine is over or
has not provided clear instruction to do so.

Federal law would permit a state to treat the separation for the period of the quarantine as a
temporary layoff. Again, states have significant discretion to determine able, available, and
work search requirements, and can determine that the suitable work for this individual is the
job he or she intends to return to after quarantine ends. Therefore, for states taking this
approach, individuals may only need to be able and available for that job and, to meet the
work search requirement, take reasonable steps to preserve their ability to come back to that
job. However, if the individual does not return to the employer after the quarantine ends, the
state will need to reassess eligibility.

4
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Scenario 3. Individual is not returning to the employer.

An individual is quarantined by a medical professional under government direction or leaves
employment due to a reasonable risk of exposure or infection (i.e.; self-quarantine) or to
care for a family member and either does not intend to return to the employer or the
employer will not allow the individual to return.

Federal law would permit a state law to determine whether the separation here is a quit or a
discharge and whether the circumstances are allowable under the state’s good cause/just
cause provisions. If permitted under the state’s good cause/just cause provision, states
should consider how they will adjudicate the reasonableness of an individual’s separation for
reasonable risk of exposure. One such factor could be considering if the individual is in a
population that is particularly susceptible to COVID-19.

An individual who leaves work with good cause, however, must still meet all other eligibility
requirements to receive benefits, including the able, available, and work search requirements.
For example, if state law permits, states may determine that a quarantined individual is still
able, available, and seeking work, provided it is work that is suitable for an individual who is
quarantined and that limitation does not constitute a withdrawal from the labor market. (20
CFR 604.5(a)(1)).

d. Employer charging and trust fund impacts

Many states do not charge individual employers for benefit costs under certain limited
circumstances. These “noncharging” provisions are found in practically all state experience-
rating laws. When determining, in the context of COVID-19, whether certain unemployment
benefits should be charged to employers, states should consider how to fairly distribute the
costs to employers.

If states consider changing their laws to increase availability of UI benefits in the context of
the COVID-19 virus, they should also consider the impacts on trust-fund solvency. There are
currently 21 states and jurisdictions below the recommended solvency standard and only 31
states that meet the eligibility criteria for interest-free borrowing. (State Unemployment
Insurance Trust Fund Solvency Report, Feb. 2020).

e. Impact of eliminating the waiting week

In most states, an individual who is otherwise eligible for benefits must first serve a waiting
period. This is not federally required, although it is a longstanding practice in the UI
program that may give states time to assess eligibility and deter fraud. However, to facilitate
individuals’ ability to comply with quarantine orders, states should consider temporarily
waiving such requirements.

States should understand that if they trigger Extended Benefits while the waiting week is

waived, they will not be reimbursed for the federal share of the first week of all Extended

Benefit claims. (Section 204(a)(2) of the Federal-State Extended Unemployment Act of
1970).
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f. Promotion of Short-Time Compensation

The Short-Time Compensation (STC) program, also known as worksharing, helps employers
avert layoffs. The program allows employers with a state-approved STC plan to reduce the
hours of their employees in lieu of layoffs, while permitting these employees to receive
payment for partial unemployment. Employees benefit because they do not suffer a complete
loss of employment and they are paid STC when their hours are reduced. Employers benefit
because they are able to reduce labor costs temporarily while still maintaining their skilled
workforce. In this way, STC protects employer investments in recruiting and training.

In the context of COVID-19, STC can be an important resource for employers whose
business temporarily declines. STC provides a safety net to employees with reduced hours; it
helps employers retain their workforce; and it saves jobs. There are currently 28 states who
have enacted or amended STC laws in response to changes made by Congress in the Middle
Class Tax Relief and Job Creation Act of 2012. We strongly urge states to consider
implementing and promoting use of the STC program to avert layoffs where possible.

3. Inquiries. Please direct inquiries to the appropriate Regional Office.
6. References.

Section 303, Social Security Act, 42 USC § 503

Section 3304 Federal Unemployment Tax Act (FUTA), 26 USC § 3304

Section 3306 Federal Unemployment Tax Act (FUTA), 26 USC § 3306

Federal-State Extended Unemployment Act of 1970, 26 USC § 3304 note

20 CFR Part 604

Unemployment Insurance Program Letter 08-98, “Unemployment Compensation

(UC) — Payment Only for Periods of Unemployment”

https://wdr.doleta.gov/directives/attach/UIPL.8-98.cfm

¢ Manual of State Employment Security Legislation 1950 (Blue book)
https://oui.doleta.gov/dmstree/pl/blue_book.pdf

o State Unemployment Insurance Trust Fund Solvency Report (Feb. 2020)

https://oui.doleta.gov/unemploy/docs/trustFundSolvReport2020.pdf
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Federal Register/Vol. 86, No. 16/ Wednesday, January 27, 2021/Presidential Documents 7229

Presidential Documents

Executive Order 14002 of January 22, 2021

Economic Relief Related to the COVID-19 Pandemic

By the authority vested in me as President by the Constitution and the
laws of the United States of America, it is hereby ordered as follows:

Section 1. Background. The pandemic caused by the coronavirus disease
2019 (COVID-19) has led to an economic crisis marked by the closure
of small businesses, job loss, food and housing insecurity, and increased
challenges for working families balancing jobs and caregiving responsibilities.
The current economic crisis has affected Americans throughout the Nation,
but it is particularly dire in communities of color. The problems are exacer-
bated because State and local governments are being forced to consider
steep cuts to critical programs to address revenue shortfalls the pandemic
has caused. In addition, many individuals, families, and small businesses
have had difficulties navigating relief programs with varying eligibility re-
quirements, and some are not receiving the intended assistance. The eco-
nomic crisis resulting from the pandemic must be met by the full resources
of the Federal Government.

Sec. 2. Providing Relief to Individuals, Families, and Small Businesses;
and to State, Local, Tribal, and Territorial Governments. (a) All executive
departments and agencies (agencies) shall promptly identify actions they
can take within existing authorities to address the current economic crisis
resulting from the pandemic. Agencies should specifically consider actions
that facilitate better use of data and other means to improve access to,
reduce unnecessary barriers to, and improve coordination among programs
funded in whole or in part by the Federal Government.

(b) Agencies should take the actions identified in subsection (a) of this
section, as appropriate and consistent with applicable law, and in doing
so should prioritize actions that provide the greatest relief to individuals,
families, and small businesses; and to State, local, Tribal, and territorial
governments.

(c) Independent agencies, as enumerated in 44 U.S.C. 3502(5), are strongly
encouraged to comply with this section.

Sec. 3. General Provisions. (a) Nothing in this order shall be construed
to impair or otherwise affect:

(i) the authority granted by law to an executive department or agency,
or the head thereof; or

(ii) the functions of the Director of the Office of Management and Budget
relating to budgetary, administrative, or legislative proposals.

(b) This order shall be implemented consistent with applicable law and
subject to the availability of appropriations.
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7230 Federal Register/Vol. 86, No. 16/ Wednesday, January 27, 2021/Presidential Documents

(c) This order is not intended to, and does not, create any right or benefit,
substantive or procedural, enforceable at law or in equity by any party
against the United States, its departments, agencies, or entities, its officers,
employees, or agents, or any other person.

THE WHITE HOUSE,
January 22, 2021.

[FR Doc. 2021-01923
Filed 1-26-21; 8:45 am]
Billing code 3295-F1-P
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STATE OF MICHIGAN
GRETCHEN WHITMER OFFICE OF THE GOVERNOR GARLIN GILCHRIST i
GOVERNOR LANSING LT. GOVERNOR

EXECUTIVE ORDER

No. 2020-24
Temporary expansions in unemployment eligibility and cost-sharing

Rescission of Executive Order 2020-10

The novel coronavirus (COVID-19) is a respiratory disease that can result in serious illness
or death. It is caused by a new strain of coronavirus not previously identified in humans
and easily spread from person to person. There is currently no approved vaccine or antiviral
treatment for this disease.

On Mazrch 10, 2020, the Michigan Department of Health and Human Services identified the
first two presumptive-positive cases of COVID-19 in Michigan. On that same day, [ issued
Executive Order 2020-4. This order declared a state of emergency across the state of
Michigan under section 1 of article 5 of the Michigan Constitution of 1963, the Emergency
Management Act, 1976 PA 390, as amended, MCIL 30.401-.421, and the Emergency Powers
of the Governor Act of 1945, 1945 PA 302, as amended, MCL 10.31-.38.

The Emergency Management Act vests the governor with broad powers and duties to
“cop[e] with dangers to this state or the people of this state presented by a disaster or
emergency,” which the governor may implement through “executive orders, proclamations,
and directives having the force and effect of law.” MCL 30.403(1)-(2). Similarly, the
Emergency Powers of the Governor Act of 1945 provides that, after declaring a state of
emergency, “the governor may promulgate reasonable orders, rules, and regulations as he
or she considers necessary to protect life and property or to bring the emergency situation
within the affected area under control.” MCL 10.31(1).

To mitigate the spread of COVID-19, protect the public health, and provide essential
protections to vulnerable Michiganders, it is reasonable and necessary to temporarily
suspend rules and procedures to expand eligibility for unemployment benefits and cost-
sharing with employers.

Executive Order 2020-10 took such action. This order reaffirms that action and clarifies and
strengthens its expansion of eligibility for unemployment benefits and cost-sharing with
employers. With this order, Executive Order 2020-10 is rescinded.

GEORGE W. ROMNEY BUILDING + 111 SOUTH CAPITOL AVENUE « LANSING, MICHIGAN 48909
www.michigan.gov
PRINTED IN-HOUSE
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Acting under the Michigan Constitution of 1963 and Michigan law, I order the following:

1.

Strict compliance with subdivision (a) of subsection (1) of section 29 of the Michigan
Employment Security Act, 1936 (Ex Sess) PA 1, as amended (“Employment Security
Act”), MCL 421.29(1)(a), is temporarily suspended, as follows:

(2) An individual must be considered to have left work involuntarily for medical
reasons if they leave work because of self-isolation or self-quarantine in response
to elevated risk from COVID-19 due to being immunocompromised, displaying
the symptoms of COVID-19, having contact in the last 14 days with someone
with a confirmed diagnosis of COVID-19, the need to care for someone with a
confirmed diagnosis of COVID-19, or a family care responsibility as a result of a
government directive.

(b) An individual may be deemed laid off if they became unemployed because of self-
isolation or self-quarantine in response to elevated risk from COVID-19 due to
being immunocompromised, displaying the symptoms of COVID-19, having
contact in the last 14 days with someone with a confirmed diagnosis of COVID-
19, the need to care for someone with a confirmed diagnosis of COVID-19, or a
family care responsibility as a result of a government directive.

Strict compliance with subsection (3) of section 48 of the Employment Security Act,
MCL 421.48(3), is temporarily suspended. An individual on a leave of absence
because of self-isolation or self-quarantine in response to elevated risk from COVID-
19 due to being immunocompromised, displaying the symptoms of COVID-19,
having contact in the last 14 days with someone with a confirmed diagnosis of
COVID-19, the need to care for someone with a confirmed diagnosis of COVID-19, or
a family care responsibility as a result of a government directive, must be considered
to be unemployed unless the individual is already on sick leave or receives a
disability benefit.

Strict compliance with subsections (4) through (7) of Rule 421.210 of the Michigan
Administrative Code is temporarily suspended. An individual who becomes
unemployed and files a claim for unemployment benefits within 28 days of the last
day worked must be considered to have filed on time.

Strict compliance with subsection (d) of section 27 of the Employment Security Act,
MCL 421.27(d), is temporarily suspended. Each eligible individual who files a claim
or has an active claim as of the effective date of this order will receive not more than
26 weeks of benefits payable in a benefit year.

Strict compliance with subsection (1) of section 28¢ of the Employment Security Act,
MCL 421.28¢(1), is temporarily suspended. The Unemployment Insurance Agency
may approve an employer’s participation in a shared-work plan upon application by
the employer, regardless of whether the employer has met the requirements of MCL
421.28¢(1).

Any benefit paid to a claimant that is laid off or placed on a leave of absence must
not be charged to the account of the employer(s) who otherwise would have been

2
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charged but instead must be charged to the Unemployment Insurance Agency’s non-
chargeable account. Effective March 25, 2020 at 11:59 pm, the benefits conferred on
employers by this section are not available to employers determined to have
misclassified workers.

7. Strict compliance with subdivision (a) of subsection (1) of section 28 of the
Employment Security Act, MCI 421.28(1)(a), is temporarily suspended. For
purposes of the able, available and seeking work requirements in section 28, MCL

421.28, suitable work is unavailable because of COVID-19, which satisfies the
requirements of section 28 for all claimants.

8. Unless otherwise specified in this order, this order is effective retroactive to March
16, 2020. This order expires on April 22, 2020 at 11:59 pm.

9. Executive Order 2020-10 is rescinded.

10. Consistent with MCL 10.33 and MCL 30.405(3), a willful violation of this order is a
misdemeanor.

Given under my hand and the Great Seal of the State of Michigan.

Date: March 25, 2020

GRETCHEN WHITMER
Time: 7:36 pm GOVERNOR

By the Governor:

Soulprbynaon

SECRETHRY OF STATE

FILED WITH SECRETARY OF STATE
’ ON 3]2b|2020 AT 11:Nb am
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FACT SHEET #145C JUNE 2020

COVID-19 Unemployment Benefits
What is Suitable Work?

Michigan’s unemployment insurance law and the Federal Coronavirus Aid, Relief, and Economic Security Act (CARES) Act
requires individuals collecting unemployment benefits to be available for suitable work and accept an offer of suitable work.
In situations where an employer offers a employee to return to their customary work, a employee can possibly lose
unemployment benefits if he/she refuses. Wages, workplace safety, and other factors are considered in determining whether
the work is “suitable.”

In determining whether full-time or part-time work is “suitable,” the law considers the following criteria:

Employee’s physical fitness for the job

Degree of risk to the employee’s health, safety and morals

Employee’s prior training and work experience

Length of the employee’s unemployment

Employee’s prospects for securing work in his/her customary occupation
Distance of work from employee’s residence

Employee’s prior earnings

O O O 0O O O O

An individual who refuses an offer of work that is determined to be suitable will be denied benefits if the pay rate for that
work is at least 70% of the gross pay rate received immediately before becoming unemployed.

An evaluation of suitable work also includes whether workplace conditions are safe.
e Employers must follow current state and federal requirements and guidance to maintain a safe workplace in general
and due to COVID-19
o State and federal requirements and guidance on COVID-19 include information from the following sources
(as of date of publication):
=  Michigan Occupational Safety and Health Administration (MIOSHA)
=  Qccupational Safety and Health Administration (OSHA)
= Centers for Disease Control and Prevention (CDC)
=  Michigan Safe Start Plan
Check with each government entity for up-to-date guidance andregulations.

e Work is not considered to be suitable if the employer is unable or unwilling to provide a safe workplace required by
current state and federal law and guidance. Employers have the responsibility to prove that workplaces are safe and
in compliance with appropriate workplace safety laws and guidance.

After collecting half (50%) of the employee’s entitled weeks, an unemployed employee must apply for, and accept work even
if the work is outside of his or her past training and experience, or unsuitable as to the pay rate as long as the pay is at least:

1. 120% of the individual’s weekly benefit amount (WBA);

2.The average wage for the particular work in the locality where the job is offered; and
3. The state minimum hourly wage (currently $9.65 an hour).
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Fact Sheet 145C
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The law says that if an employee refuses an offer of suitable work, without good cause, the employee may be disqualified
from receiving unemployment benefits.

Returning to Work with Reduced Hours

If an employee returns to work at reduced hours, and this results in a reduced weekly income compared to the weekly income
prior to filing for unemployment benefits, the employee may be eligible for both partial unemployment compensation and the
S600 Federal Pandemic Unemployment Compensation (FPUC) per week. The $600 FPUC per week is not prorated based on an
individual’s earnings or hours worked.

What If Employees Refuse to Return to Work?

Employees who refuse to accept “suitable work” without “good cause” can lose unemployment benefits. If the
Unemployment Insurance Agency (UIA) finds that the employee did not have good cause to refuse to return to work, the
employee: (1) will not be eligible for further unemployment benefits, and (2) will | have to pay back unemployment benefits
they may have received after they refused the work. If the UIA finds that the employee did have good cause to refuse to
return to work, the employee will continue to be eligible for unemployment benefits.

Employers and employees are encouraged to communicate openly about workplace safety practices, sick time policies,
reopening requirements and employee-specific concerns about returning to work. Both employers and employees should also
document workplace compliance with health and safety guidelines, correspondence (including complaints and inquiries) to
MIOSHA, and communications between employers and employees about returning to work.

Employees should report on their MIWAM Account in their biweekly certification that an offer of work was made but they
refused that work for a specific reason. See the section below, “Good Cause to Refuse Suitable Work” for COVID-19 specific
reasons. Employees should provide the agency with as much information as possible about why they refused an offer of work.

Good Cause to Refuse Suitable Work
Pursuant to Governor Whitmer’s Executive Orders, federal law, and UIA guidance, employees may have good cause to refuse
work in light of COVID-19 in the following situations:

e The individual's normally available transportation is now unavailable. For example, including but not limited to if
public transportation or ride-sharing services are reduced or eliminated due to COVID-19 or for another reason.

o For employees receiving Pandemic Unemployment Assistance (PUA), the individual’s normally available
transportation must be unavailable due to a quarantine related to COVID-19 only.

e The individual is under self-isolation or self-quarantine in response to elevated risk from COVID-19 due to being
immuno-compromised. Examples of high risk include but are not limited to:

o Older adults (age 65 and older) and those who are pregnant.

o Those with specific disease or chronic conditions such as cancer, heart disease, lung disease, chronic liver
disease undergoing dialysis, severe obesity, diabetes, malnutrition, and certain genetic disorders.

o Those with specific medications or treatments such as steroids, chemotherapy, radiation therapy, dialysis,
stem cell, bone marrow, or organ transplant.

e The individual or household member has displayed at least one of the principal symptoms of COVID-19, which include
fever, atypical cough, and atypical shortness of breath. Refer to the CDC’s website for up-to-date information on
symptoms, https://www.cdc.gov/coronavirus/2019-ncov/symptoms-testing/symptoms.html. Individuals must either
have a positive test, have a COVID-19 diagnosis from a medical professional, or be seeking aCOVID-19 diagnosis.
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e The individual has had contact in the last 14 days with someone with a confirmed diagnosis of COVID-19. Contact for
the purposes of healthcare exposures is defined as follows: a) being within approximately 6 feet (2 meters) of a
person with COVID-19 for a prolonged period of time, without appropriate personal protective equipment consistent
with Department of Health and Human Services recommendations; or b) having unprotected direct contact with
infectious secretions or excretions of the patient (e.g., being coughed on, touching used tissues with a bare hand).

e The individual recovered from COVID-19, but the infection caused medical complications rendering the individual
temporarily unable to perform essential job duties.

e The individual is required to care for someone with a confirmed diagnosis of COVID-19.

e The individual has a family care responsibility as a result of COVID-19 and does not have access to customary
arrangement or a reasonable alternative.

o This includes if individuals must miss work either to take care of children if the school is closed, or if summer
child-care arrangements are closed due to a government directive or COVID-19.

o If individuals’ customary child care is no longer available due to COVID-19, individuals must seek “reasonable”
alternatives to child care. If individuals cannot find “reasonable” alternatives to child care, individuals may
remain eligible for unemployment benefits. The Agency will consider if alternative child care is “reasonable”
compared to the pre-COVID-19 child care for an individual’s family. Factors for reasonableness of alternative
child care includes:

=  Whether the individual has documented attempts to secure alternative child care;

=  Availability of alternative child care;

= Distance from individuals’ homes to pre-COVID-19 child care compared to the distance from
individuals’ homes to alternative child care;

=  Cost of alternative child care compared to pre-COVID-19 child care

=  Reasonableness usually will not apply to the curriculum of child care, absent a showing that a child
requires a specific curriculum for a medically documented reason(s);

e E.g. child with special needs requires specific child care arrangements

= Reasonable childcare includes child care operational and in compliance with Executive Orders and
Michigan Department of Licensing and Regulatory Affairs’ requirements, including disaster relief
child care centers authorized by Executive Order.

e The individual has a reasonable belief that the workplace is unsafe or not in compliance with state or federal safety
guidance and law. If an employer claims that a workplace is “suitable” because it meets state and federal workplace
safety requirements, the employee may still have “good cause” to refuse that work if the employee can establish he
or she has a reasonable belief that the workplace does not meet safety requirements.

e Merely being afraid to return to work is not good cause.

Protesting or Appealing a Refusal of Work Determination or Redetermination

An Agency determination or redetermination can be protested or appealed within 30 days of the mail date on the
(re)determination. The employer must prove that a specific offer of work was made to the specific employee and that the
work was suitable. The employee will have to prove that the offer was not received, that the work was unsuitable, or that he
or she has good cause for refusing the work.

State of Michigan = Department " La%or ar' Konom c Cpgosanit, = Unemployment Insurance Agency

LNA is an equal oppertunity er:p.oyer/program. Auxisary aids, services and other reasonable
accommaoadations are available upon request to individuals with disabilities.
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MAINE Information for Individuals Filing for

DEPARTMENT OF

I_ABOR Pandemic Unemployment Assistance (PUA)

The Pandemic Unemployment Assistance (PUA) program launched on May 1.

PUA is a new federal program that covers the self-employed and many others not typically eligible for
traditional unemployment, including: farmers, fishermen, independent contractors, gig economy
workers, non-profit employees not previously covered, workers without enough work history or
earnings to be eligible for traditional unemployment and certain others who have been determined
ineligible for traditional unemployment benefits. It expires December 31, 2020.

Frequently Asked Questions

PANDEMIC UNEMPLOYMENT ASSISTANCE (PUA) PROCESS

1. Is there a separate PUA application?
No. Everyone uses the same ReEmployME application. The application has been modified to
give different questions based on answers, such as for those who are self-employed.

2. What if | already have an employer ReEmployME account?
You will need to create a new “claimant” account, which can be found on the right side of the
ReEmployME log-in screen. You do not need to have an EAN (Employer Account Number, used
in ReEmployME system) to create a claimant account or file a claim.

3. How do I file for unemployment benefits under this new program?
A. If you have already applied for benefits and been denied due to insufficient earnings, do NOT
reapply. Your claim is in the system and will automatically transfer to PUA. Continue filing
your weekly certification.

B. If you are self-employed, filed a claim before PUA became available and received a denial;
you, do not need to refile an initial PUA claim, you will be enrolled in PUA but will need to
file weekly PUA claims. If you have any outstanding weekly claims to be filed, these will be
identified on your PUA monetary determination and you will be advised to file those claims.
The system will allow you to file for the weeks noted.

C. If you are self-employed and have not yet filed a claim, visit www.maine.gov/unemployment
and fill out the streamlined application form for PUA. Submit your weekly certification each
week thereafter.

D. If you are NOT self-employed and have not yet filed an initial claim under any
unemployment program, you need to file a regular unemployment claim first to determine if
you are eligible. If you are determined ineligible, your claim will be automatically converted
to a PUA claim. Visit www.maine.gov/unemployment and fill out the application for the
regular state unemployment program.
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4. How soon will | receive benefit payments?
If your PUA claim does not require further review by the unemployment program, you should
begin receiving benefits in seven days or less from your initial filing.

5. How much will | receive?
PUA benefits start at 50% of the average weekly state unemployment benefit for self-employed
and those who do not meet monetary eligibility for regular unemployment. This is $172/week.
If you are self-employed, once we can verify documented earnings, PUA benefits will be
adjusted, retroactively. The maximum benefit available under PUA is $445/week.

In addition, anyone who receives a PUA benefit also receives the full $600 additional weekly
benefit from the Federal Pandemic Unemployment Compensation (FPUC) program which is
available for claims filed through the week ending July 25, 2020.

WHAT TO EXPECT

6. Why does my account say “insufficient wages?” Why did | receive a letter in the mail saying |
have “0” benefits?
If you applied for PUA starting when the program launched May 1, your account may say
“insufficient wages” and/or you may have received a letter saying you have “0” benefits. These
statements do NOT mean you are denied PUA benefits! The message and letter indicate that
the unemployment system is checking to make sure that you are not eligible for traditional
state unemployment as it moves your claim into PUA. (The Department is required by the
federal government to make sure filers are not eligible for state unemployment before paying
PUA benefits. The letter in the mail is a part of that required process.) Please check your
account again in 24-48 hours; the notification should disappear, and your claim should be
resolved fully into PUA. Due to high web traffic, the evenings are the best time to check your
account. Within seven days of application, PUA benefits will be determined and any eligible
weeks will automatically be paid. From then on, please continue to file your weekly
certifications.

7. If I'm self-employed, how do | answer question #4?
If you are self-employed and have no wages with an employer in the calendar year 2019 or
2020, you must select “NO” for Question 4. DO NOT select a state on Question 5. To unselect a
state, double click on your selection to remove it.

8. [EDITED] If I am self-employed and filing weekly claims under PUA, how do | report my
earnings?
In your PUA weekly claim, you should report any earnings in the category for "odd jobs.”
These earnings should be reported by gross income. You should save documentation of these
expenses.
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9. Why did my session time out as | was filling out my claim?
For security purposes, the system will log you off after 10 minutes of no activity. About 2
minutes before the session times out, a box will pop up with a warning, which gives you the
option to select “keep working.” If your session times out, any data already saved beforehand
will be retained for when you log back in.

10. My account says I’'ve had a break in filing. What do | do?
If you have three or more weekly certifications that were not filed, your ability to file them
freezes. Because of this, you should file your weekly certification every week, and report any
wages you earned the week before. In order to ensure everyone can catch up, the department
will make additional weeks available for filing. Periodically check your account so that when
available you can file the missing weeks.

COVERAGE

11. Are gig workers, freelancers and independent contractors covered?
Yes. Self-employed people are eligible for unemployment benefits under PUA.

12. What if | have COVID-19 or need to care for a family member who has it?
If you've received a COVID-19 diagnosis, are experiencing symptoms or are seeking a diagnosis
— and you’re unemployed, partly unemployed or cannot work as a result — you will be covered
by PUA. The same is true if you must care for a member of your family or household who has
received a diagnosis.

13. What if my child’s school or day care shut down?
If you rely on a school, a day care or another facility to care for a child, elderly parent or
another household member so that you can work — and that facility has been shut down as a
direct result of COVID-19 — you are eligible for unemployment insurance under PUA.

14. What if I've been advised by a health care provider to quarantine myself because of exposure
to COVID-19? And what about broader orders to stay home?
People who must self-quarantine and people who are unable to get to work because of a
guarantine are eligible, so long as telework is unavailable.

15. I was about to start a new job and now can’t get there as a result of COVID-19.
You're eligible for benefits under PUA. Documentation of the offer of work will be required. You
will also be covered if you were immediately laid off from a new job and did not have a
sufficient work history to qualify for benefits under normal circumstances.
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16.

17.

18.

19.

20.

21.

I had to quit my job as a direct result of COVID-19. Am | eligible to apply for benefits?

It depends. If your employer didn’t lay you off but you had to quit because of a quarantine
recommended by a health care provider, or because your child’s day care closed and you’re the
primary caregiver, you'll be covered for unemployment benefits under PUA. However, PUA was
not designed to cover claimants who may quit (or wish to quit) because of concerns that
continuing to work puts them at risk of contracting COVID-19.

The breadwinner of my household has died as a result of COVID-19. | relied on that person for
income, and I’'m not working. Is that covered?

Yes. If the sole provider of household income passed away from COVID-19, their partner will be
eligible for PUA benefits.

Who is not covered by PUA?

PUA is not available for people who are: able to telework or otherwise work from home; receiving
paid sick leave or paid family leave; newly entering the workforce who cannot find jobs; and are
otherwise eligible for traditional state unemployment benefits.

I have a family member who is at high risk if exposed to the coronavirus. It's difficult to do
my job and maintain social distancing to prevent exposure, so my family member’s health
care provider has advised me to stay home. Do I still qualify for PUA?

You qualify for PUA if you self-attest in your application that the health care provider has
advised that you self-isolate and not go to work due to concerns related to COVID-19 which
may include preventing the risk of exposing your household member to this virus.

What if | am afraid to go to work because | might be exposed to the Coronavirus and get
sick?

It depends. If you do not go to work because of a generalized fear of exposure to COVID-19,
but do not meet any of the COVID-19 related reasons for not working, you will not be eligible
for PUA. But, if you have a reasonable fear of going to work (because your workplace does not
conform to CDC COVID-related workplace safety recommendations or other orders or
recommendations issued by a federal, state, or municipal government, and you reasonably
believe that you would be at risk of exposure or infection at work) you may be eligible for PUA.

What happens now if | have used up all my unemployment benefits already?

A: Beginning week of May 18", additional weeks of unemployment benefits are retroactively
available to people who have exhausted their state unemployment benefits. These additional
weeks are available to anyone whose benefit year ends on or after July 1, 2019 and who
remains otherwise eligible. Benefits will be paid retroactively to the week ending March 21,
2020 or the week following your state unemployment exhaustion, whichever is later. The
weekly certifications must be filed for those weeks in order for payments to be made. If you
have not filed for the week ending March 21 or later, please log in to your ReEmployME
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22.

23.

account to file those certifications. Anyone who meets the eligibility criteria and who
exhausted their state unemployment benefits will receive Pandemic Unemployment Assistance
(PUA) for the weeks ending March 21 and March 28. Starting with the week ending April 4 and
later, the Pandemic Extended Unemployment Compensation (PEUC) will begin. For weeks
ending April 4 through July 25, 2020, the additional $600/week in Federal Pandemic
Unemployment Compensation will also be paid.

| am a high school student with a part-time job—can | apply and qualify for unemployment?
Yes, workers including those younger than 18 who earn wages (including part-time) in covered
employment and become unemployed may file for unemployment. You may qualify for
unemployment benefits under regular state unemployment assuming you have enough wages
to meet the monetary eligibility requirements and all other requirements (e.g., qualified job
separation, are able to work and available to work, etc). You would also be eligible as well for
the additional $600/week federal payment.

If you do not qualify for regular state unemployment because you don’t have sufficient wages
and you have been directly affected by COVID-19, you may be eligible for unemployment under
a new federal program (PUA), regardless of age or student status. For example, a full-time
student who works a few hours per week in a part-time job and becomes unemployed, partially
unemployed, or unable or unavailable to work as a direct result of COVID-19 may be eligible for
unemployment under the federal PUA program.

[NEWLY EDITED] Are school employees eligible for unemployment insurance during the
summer months?

Someone who only works for a school during the normal school year is most likely not eligible
for unemployment. As long as there is reasonable assurance that an individual is returning to
their job in the fall, Maine statute excludes the summer break from unemployment eligibility. A
school employee who also works outside of the school or outside of the regular school year
may be eligible for unemployment during the pandemic. The loss of work from the second job
would have to be related to COVID-19.

DURATION OF PUA BENEFITS

24. How long will the expanded unemployment insurance coverage under PUA?

Expanded coverage (up to 39 weeks) under PUA will be available to workers whose employment
was affected by COVID-19 through the week ending December 26, 2020. Coverage is retroactive
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back to March 15 or when the business was affected by COVID-10 whichever is later. If a self-
employed person was affected earlier than March 15, they will need to work with an
unemployment representative so that their claim can be backdated further than that date.

[NEW!] SELF-EMPLOYMENT DOCUMENTATION—Not everyone needs to submit documentation.

25. Do | need to upload any income documentation if my income is below $15,224 for calendar
year 2019?
No. Self-employed PUA recipients whose net profit in 2019 is below $15,224 and those who
worked for an employer (W2 wages) whose gross wages were below $15,224, will continue to
receive the minimum benefit of $172 a week, and do not need to upload any information.

26. Can self-employed or sole proprietors upload PUA income documentation?
Yes. Independent contractors, small business owners, and those who are self-employed who
are not incorporated are eligible for PUA benefits and may upload their proof of 2019 Income.

27. What if | worked for an employer and | also owned my own business, or if | owned multiple
businesses in 2019? Should | upload proof of income for each employer and business?
Yes. You may upload 2019 Income documents for each employer and for any businesses you
owned in 2019. However, you may only upload one proof of income for each employer or
business and must upload each one separately. Once you have completed uploading proof of
income for one employer or business, there is a link to go back to the beginning to upload
additional proof of income for another employer or business.

28. What types of documents should be used for proof of income?
For self-employed individuals use your 2019 Federal form 1040 AND upload the following:

e Schedule C - Profit or Loss from Business — Sole Proprietorship (Enter line 31 for calculation of
benefits)

e Schedule F — Profit or Loss from Farming (Enter line 34 for calculation of benefits)

e Schedule J — Income Averaging for Farmers or Fishermen (Enter line 22 for the calculation of
benefits)

e Schedule K-1 (Form 1065) — Partners share of income, deductions, credits (Enter line 14 for the
calculation of benefits)

For income reported on a W2 which is exempted from regular Unemployment Insurance upload
your 2019 W2.
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29. What types of document formats can | upload? Can | take a picture of a tax document, save it,
and then upload that file?
Accepted document formats are: Adobe (.pdf), Microsoft Word (.doc, .docx), or you may take a
picture of the document and save it as an image files (.gif, .jpg, .jpeg, .png, or. bmp). Note: The
maximum size for each document is 1 MB.

30. What happens if the document | uploaded is not acceptable or if it is not clear or legible?
You will receive written communication either by mail or through your ReEmployME
correspondence stating the document was rejected. You will have the ability to remove the
item and upload a new document.

31. Where can | find more information on uploading my PUA tax documentation?
Please check this link for more information, helpful videos, instructions and uploading
instructions: https://www.maine.gov/unemployment/pua/taxinfo/

OTHER

1. Are unemployment benefits taxable?
Yes. When you file your initial application, you choose whether you would like state and federal
taxes withheld. This includes the Federal Pandemic Unemployment Compensation (FPUC) S600
additional weekly benefit, which is available through July 25, 2020. At the end of 2020 you will
receive a 1099G with your income from unemployment for your tax records.
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Core Terms
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benefits, regulations, pandemic, unemployed, reasons,
unemployment-compensation, provisions,
disqualification, part-time

Case Summary

Overview

HOLDINGS: [1]-The CARES Act sets out two
requirements for Pandemic Unemployment Assistance
(PUA) eligibility: First, an individual must be ineligible for
regular unemployment benefits or PEUC benefits and
second, an individual must self-certify that they are
available to work but unable to do so because of one of
11 reasons related to the COVID-19 pandemic; [2]-
There was no dispute that Minnesota high school
students met the first requirement because high school
students are categorically ineligible to collect

unemployment benefits; [3]-The second requirement
can also be met by high school students. The
Department did not dispute that relator was ineligible for
benefits under state law and lost her part-time
employment because of the pandemic; [4]-She thus
satisfied the two prerequisites and was thereby eligible
for PUA benefits under the plain language of the
CARES Act.

Outcome
The decision of the ULJ was reversed.

LexisNexis® Headnotes

Administrative Law > Judicial Review > Standards
of Review > De Novo Standard of Review

Governments > Legislation > Interpretation

Administrative Law > Judicial Review > Standards
of Review > Deference to Agency Statutory
Interpretation

HNl[.‘!'..] Standards of Review, De Novo Standard of
Review

The court applies a de novo standard of review to
administrative agencies' interpretations of federal
statutes.
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Governments > Legislation > Interpretation
HN2[&"..] Legislation, Interpretation

When interpreting a federal statute, this court must give
effect to the will of Congress. If the language of the
statute is clear, the court will not look beyond it. The
court must presume that the legislature says in a statute
what it means and means in a statute what it says there.

Business & Corporate Compliance > ... > Disability
& Unemployment Insurance > Unemployment
Compensation > Scope & Definitions

Labor & Employment Law > Disability &
Unemployment Insurance > Unemployment
Compensation > Benefit Entitlements

Labor & Employment Law > ... > Unemployment
Compensation > Eligibility > Payments

HN3[$'..] Unemployment Compensation, Scope &
Definitions

The Coronavirus Aid, Relief, and Economic Security
Act, Pub. L. No. 116-136, 134 Stat. 281 (2020) (CARES
Act). sets out two requirements for Pandemic
Unemployment Assistance eligibility: (1) an individual
must be ineligible for regular unemployment benefits or
Pandemic Emergency Unemployment Compensation
(PEUC) benefits and (2) an individual must self-certify
that they are available to work but unable to do so
because of one of 11 reasons related to the COVID-19
pandemic. CARES Act § 2102(a)(3)(A). There is no
dispute that Minnesota high school students meet the
first requirement because, under the Minnesota
Unemployment Insurance Law, high school students are
categorically ineligible to collect unemployment benefits.
Minn. Stat. § 268.085, subd. 2(3) (providing that an
applicant is ineligible for benefits during any week that
occurs in a period when the applicant is a student in
attendance at, or on vacation from a secondary school
including the period between academic years or terms).
The second requirement can also be met by high school
students. All it requires is that the student be available
for work, but not be able to work because of one of the
listed COVID-19-related reasons.

Governments > Legislation > Interpretation

H N4[.‘!'..] Legislation, Interpretation

Deference, however, is only appropriate if the provision
being interpreted is ambiguous. For a provision to be
ambiguous, the provision must be capable of two or
more reasonable interpretations.

Public Health & Welfare Law > Social
Services > Emergency Services

HN5[.!’.] Social Services, Emergency Services

20 C.F.R. 8 625.11 of the Disaster Unemployment
Assistance (DUA) regulations expressly limits the
applicability of state law to only those provisions as
specifically set forth in that part of the regulations. 20
C.F.R. § 625.11. (The court then referenced the section
of the DUA regulations that relates to disqualification,
i.e., 20 C.F.R. 8§ 625.13(b)). There is nothing in these
subsections that would allow disqualification on the
basis of the high school restriction in Minnesota state
law. To the contrary, the regulations appear to narrowly
restrict the applicability of state law provisions to
questions relating to whether the benefit applicant has
turned down a "suitable position" without "good cause."

Labor & Employment Law > Disability &

Unemployment Insurance > Unemployment

Compensation > Benefit Entitlements
HN6[.‘!'..] Unemployment Compensation, Benefit
Entitlements

Eligibility for Pandemic Unemployment Assistance
benefits requires a showing that the person is not
eligible for regular unemployment-compensation
benefits.

Business & Corporate Compliance > ... > Disability
& Unemployment Insurance > Unemployment
Compensation > Scope & Definitions

Labor & Employment Law > Disability &
Unemployment Insurance > Unemployment
Compensation > Benefit Entitlements

HN7[..+..] Unemployment Compensation, Scope &
Definitions
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Minnesota state unemployment law bars gig economy
workers from eligibility for regular unemployment
benefits because they are classified as independent
contractors pursuant to Minn. Stat. § 268.035, subd.
15(a)(1) (2020), but the guidance makes clear that they
are not categorically disqualified from eligibility for
Pandemic Unemployment Assistance benefits.

Labor & Employment Law > Disability &

Unemployment Insurance > Unemployment

Compensation > Benefit Entitlements
HN8[1"..] Unemployment Compensation, Benefit
Entitlements

Applicants for Pandemic Unemployment Assistance
(PUA) benefits must demonstrate, among other things,
that they are otherwise available for work. Section
2102(a)(3)(A) of the Coronavirus Aid, Relief, and
Economic Security Act, Pub. L. No. 116-136, 134 Stat.
281 (2020) (CARES Act). Incarcerated individuals
cannot be eligible for PUA benefits because they are not
otherwise able to work and available for work within the
meaning of applicable State law. CARES Act §
2102(a)(3)(A)(i)). And individuals who are not actually
unemployed cannot be eligible for PUA benefits
because the definition of "covered individual" is limited
to those who self-certify that they are unemployed,
partially unemployed, or unable or unavailable to work
because of one of the enumerated COVID-19-related
reasons. CARES Act § 2102(a)(3)(A)(ii)(1).

Labor & Employment Law > Disability &

Unemployment Insurance > Unemployment

Compensation > Benefit Entitlements
HN9[&"..] Unemployment Compensation, Benefit
Entitlements

Under the plain language of the Unemployment
Assistance under the federal Coronavirus Aid, Relief,
and Economic Security Act, Pub. L. No. 116-136, 134
Stat. 281 (2020) (CARES Act), Minnesota state law
barring high school students from receiving regular
unemployment-compensation benefits does not render
high school students categorically ineligible for
Pandemic Unemployment Assistance benefits.

Syllabus

Minnesota high school students are not categorically
ineligible to receive Pandemic Unemployment
Assistance under the federal Coronavirus Aid, Relief,
and Economic Security Act, Pub. L. 116-136, 134 Stat.
281 (2020) (CARES Act).

Counsel: For Hayat Muse, Relator: Gregory R. Merz,
Lathrop GPM LLP, Minneapolis, Minnesota.

For Department of Employment and Economic
Development, Respondent: Keri A. Phillips, Katrina
Gulstad, Anne B. Froelich, Department of Employment
and Economic Development, St. Paul, Minnesota.

For State of Minnesota, Amicus Curiae: Keith Ellison,
Attorney General, Liz Kramer, Solicitor General, Bradley
Simon, Ed Stockmeyer, Assistant Attorneys General, St.
Paul, Minnesota.

Judges: Considered and decided by Segal, Chief
Judge; Hooten, Judge; and Smith, Tracy M., Judge.

Opinion by: SEGAL

Opinion

SEGAL, Chief Judge

In this certiorari appeal, relator Hayat Muse challenges
a determination by an unemployment-law judge (ULJ)
that relator is ineligible for Pandemic Unemployment
Assistance (PUA) under the CARES Act because she is
a high school student. PUA is one of the federal
financial assistance programs enacted to provide added
unemployment [*2] benefits to help mitigate the
financial hardships caused by the COVID-19 pandemic.
The ULJ in this case denied PUA benefits to relator
because, under the state unemployment statute, high
school students are not eligible for regular
unemployment benefits. Minn. Stat. § 268.085, subd.

Appendix Page 097


https://plus.lexis.com/api/document?collection=cases&id=urn:contentItem:622F-XRC1-DY89-M4K7-00000-00&context=1530671&link=LNHNREFclscc8
https://plus.lexis.com/api/document?collection=cases&id=urn:contentItem:622F-XRC1-DY89-M4K7-00000-00&context=1530671&link=LNHNREFclscc9
https://plus.lexis.com/api/document?collection=statutes-legislation&id=urn:contentItem:8VMR-KG72-D6RV-H1MD-00000-00&context=1530671

Page 4 of 7

2021 Minn. App. LEXIS 174, *2

2(3) (2020). Relator contends that this decision is in
conflict with the unambiguous terms of the CARES Act.
We agree and, accordingly, reverse the decision of the
ULJ.

FACTS

Relator Hayat Muse is a high school student who was
separated from her part-time employment at a coffee
shop because of the COVID-19 pandemic. Muse
applied for unemployment benefits through respondent
Minnesota Department of Employment and Economic
Development (DEED) in March 2020, identifying herself
as a high school student in her application. Muse
received PUA benefits for only five weeks.

In May 2020, DEED issued an initial determination of
ineligibility stating that Muse was not eligible for PUA
benefits because she is a high school student. Muse
filed an administrative appeal. Following an evidentiary
hearing, a ULJ issued a decision determining Muse
ineligible for PUA benefits because of the ineligibility of
high school students for regular unemployment-
compensation [*3] benefits under state law. As a
consequence, Muse received no additional payments
and was ordered to pay back the $1,170 she had
received in PUA benefits. A second ULJ affirmed the
decision after Muse sought reconsideration.

Muse filed this certiorari appeal and a motion, jointly
filed with DEED, to expedite the court's consideration of
the appeal. In the joint motion, DEED represented that it
will apply this court's decision, both retrospectively and
prospectively, with regard to the eligibility of Minnesota
high school students for PUA benefits.! We granted the
joint motion and a subsequent motion by the Minnesota
Attorney General to file an amicus brief in support of
Muse's position. Following expedited briefing and oral
argument, we issued a December 1, 2020 order
reversing the ULJ's decision, with an opinion to follow.
This opinion sets forth our analysis in support of that
order.

"DEED's agreement stemmed from a settlement agreement in
federal litigation. Relator was a plaintiff in a now-dismissed
federal lawsuit challenging DEED's denial of PUA benefits to
high school students. See Youthprise v. Minn. Dep't of Emp't &
Econ. Dev., No. 20-CV-02087 (D. Minn.). The federal lawsuit
was dismissed in October 2020 pursuant to a stipulation that
included DEED's agreement to seek expedited consideration
of this appeal and to apply this court's decision retrospectively
and prospectively.

ISSUE

Are Minnesota high school
ineligible for PUA benefits?

students categorically

ANALYSIS

This appeal is limited to the narrow but impactful issue
of whether Minnesota high school students are
disqualified from receiving PUA benefits because high
school [*4] students are not eligible for regular
unemployment benefits under state law. m[?] We
apply a de novo standard of review to administrative
agencies' interpretations of federal statutes such as the
CARES Act. In_re Gillette Children's Specialty
Healthcare, 883 N.W.2d 778, 784 (Minn. 2016).

The CARES Act, signed into law on March 27, 2020,
"creates a new temporary federal program called
Pandemic Unemployment Assistance (PUA) that in
general provides up to 39 weeks of unemployment
benefits, and provides funding to states for the
administration of the program." U.S. Dep't of Labor,
Unemployment Insurance Program Letter No. 16-20
(April 5, 2020) (UIPL 16-20), at 1. Under the Act, the
Secretary of Labor "shall provide to any covered
individual unemployment benefit assistance while such
individual is unemployed, partially employed, or unable
to work for the weeks of such unemployment with
respect to which the individual is not entitled to any
other employment compensation . . . or waiting period
credit." CARES Act § 2102(b).

A "covered individual" eligible to collect PUA benefits is
an individual who (1) "is not eligible for regular
compensation or extended benefits under State or
Federal law or pandemic emergency unemployment
compensation,"? and (2) self-certifies that she is
"otherwise [*5] able to work and available for work
within the meaning of applicable State law, except the
individual is unemployed, partially unemployed, or
unable or unavailable to work because" of one of 11

2Pandemic emergency unemployment compensation (PEUC)
is available to individuals who have received all regular
unemployment benefits available to them for a particular
benefit year. See generally CARES Act § 2107. Because
Minnesota high school students are not eligible for regular
unemployment benefits, they cannot exhaust them and qualify
for PEUC.
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reasons related to the COVID-19 pandemic.3 CARES
Act § 2102(a)(3)(A). The PUA program extended
economic assistance to people who lost work due to the
pandemic but would not be eligible for regular
unemployment-compensation benefits, such as "gig
economy" workers who are ineligible for regular
unemployment benefits because they are classified as
independent contractors and not employees. UIPL 16-
20 Attachment 1, at I-6; UIPL 16-20 Change 1 (April 27,
2020), at I-8. As the U.S. Department of Labor (USDOL)
has explained, "PUA is a benefit of last resort for
anyone who does not qualify for other [unemployment-
compensation] programs and who would be able and
available to work but for one or more of the COVID-19
related reasons listed in section 2102 of the CARES
Act." UIPL 16-20 Change 1, at I-8.

The USDOL issued guidance on how to administer the
PUA program in UIPL 16-20 and four subsequent UIPLs
referred to as Changes 1 - 4 to UIPL 16-20. Relevant to
this appeal, Change 1 to UIPL 16-20 provided an
answer to [*6] the question of whether a full-time
student who is laid off from part-time employment due to
the pandemic (and the part-time income is not her
primary source of income) can be eligible for PUA
benefits:

Answer: Yes. Provided a full-time student who
worked parttime is unemployed, partially
unemployed, or unable or unavailable to work
because of one of the COVID-19 related reasons in
section 2102(a)(3)(A)(ii)(l) of the CARES Act, then
he or she may be eligible for PUA.

The requirement that the employment be the
"principal source of income" . . . does not apply to
eligibility for PUA.

UIPL 16-20 Change 1, at I|-7 (Question 28). The
guidance also makes clear that there is not a minimum
age to be eligible to receive PUA benefits. UIPL 16-20
Change 2 (July 21, 2020), at I-3 - I-4 (Question 6). The
USDOL noted that federal or state laws relating to the

employment of minors could impact eligibility, but
concluded that "[i]f federal and state laws . . . do not
make it illegal to employ the individual, and the

the state's able and available
n4

individual meets
requirements, the individual may be eligible for PUA.

3The definiton of "covered individual" contains several
additional inclusions and exclusions, none of which are
relevant here. See CARES Act § 2102(a)(3)(A)(ii)(Il), (a)(3)(B).

4In connection with this guidance, we note that DEED

Id.

The USDOL guidance further provides that, in the event
of questions concerning coverage or administration of
the [*7] federal benefits that are not answered in the
CARES Act or corresponding UIPLs, states should
consult the regulations governing Disaster
Unemployment Assistance (DUA), 20 C.F.R. Part 625.
UIPL 16-20 Change 1, at 2. DUA is a preexisting,
ongoing federal program that provides unemployment
assistance to eligible persons impacted by a major
disaster. 42 U.S.C. § 5177; 20 C.F.R. § 625.1(a).
Congress provided that the regulations governing DUA
apply to the PUA program "[e]xcept as otherwise
provided in [section 2102 of the CARES Act] or to the
extent there is a conflict between [section 2102] and
[part] 625." CARES Act § 2102(h). Finally, only after
applying the provisions of the CARES Act, the UIPLs
and the DUA regulations (to the extent not inconsistent
with the Act or the UIPLs) are states to look at their own
unemployment laws in interpreting eligibility for PUA
benefits. UIPL 16-20 Change 1, at 2.

With this as background, we turn to the question of
whether the ULJ correctly interpreted the CARES Act in
disqualifying Muse from receiving PUA benefits. H_NZ[':I“
] When interpreting a federal statute, this court must
"give effect to the will of Congress." Goodman v. Best
Buy, Inc., 777 N.W.2d 755, 758 (Minn. 2010) (quoting
Griffin v. Oceanic Contractors, Inc., 458 U.S. 564, 570,
102 S. Ct. 3245, 3250, 73 L. Ed. 2d 973 (1982)). If the
language of the statute is clear, we will not look beyond
it. Id. "We must 'presume that [the] legislature says
in [*8] a statute what it means and means in a statute
what it says there." Id. (quoting Conn. Nat'| Bank v.
Germain, 503 U.S. 249, 253-54, 112 S. Ct. 1146, 1149,
117 L. Ed. 2d 391 (1992)).

m[?] The CARES Act sets out two requirements for
PUA eligibility: (1) an individual must be ineligible for
regular unemployment benefits or PEUC benefits and
(2) an individual must self-certify that they are available
to work but unable to do so because of one of 11
reasons related to the COVID-19 pandemic. CARES Act
§ 2102(a)(3)(A). There is no dispute that Minnesota high
school students meet the first requirement because,
under the Minnesota Unemployment Insurance Law,
high school students are categorically ineligible to

submitted a question to the USDOL regarding the high-school
eligibility issue, but did not receive a direct response and the
USDOL did not select that specific question for inclusion in the
UIPLs.
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collect unemployment benefits. Minn. Stat. § 268.085,
subd. 2(3) (providing that an applicant is ineligible for
benefits during any week "that occurs in a period when
the applicant is a student in attendance at, or on
vacation from a secondary school including the period
between academic years or terms"). The second
requirement can also be met by high school students.
All it requires is that the student be available for work,
but not be able to work because of one of the listed
COVID-19-related reasons. DEED does not dispute that
Muse is ineligible for benefits under state law and lost
her part-time employment because of the
pandemic. [*9] Muse thus satisfies the two
prerequisites and is thereby eligible for PUA benefits
under the plain language of the CARES Act.

DEED, however, urges this court to defer to its
interpretation of the CARES Act as the "only reasonable
position that accounts for all of the relevant authorities."
M["F} Deference, however, is only appropriate if the
provision being interpreted is ambiguous. In re Cities of
Annandale & Maple Lake NPDES/SDS Permit Issuance,
731 N.W.2d 502, 516 (Minn. 2007); see also Abdi v.
Dep't of Emp't & Econ. Dev., 749 N.W.2d 812, 815
(Minn. App. 2008) ("[l]f we conclude that the Act and
regulations are clear and unambiguous with respect to
the issue before us, DEED's interpretation is entitled to
no deference."). For a provision to be ambiguous, the
provision must be capable of two or more reasonable
interpretations. Cities of Annandale, 731 N.W.2d at 516.
For the reasons set out below, we conclude that DEED's
proposed interpretation is not reasonable and is,
therefore, not entitled to deference.

DEED's interpretation is based on language in an
attachment to the USDOL guidance that relates to the
processing of PUA claims. UIPL 16-20 Attachment 1, at
I-9. The language relied on by DEED states that "[t]he
provisions of the applicable state law that apply to
claims for PUA include . . . [d]isqualification, including
disqualifying income provisions." Id. DEED argues that
"disqualification" [*10] is equivalent to "ineligibility," and
that, because high school students are ineligible for
regular unemployment benefits under Minnesota law,
they are also ineligible for PUA benefits. DEED's
reasoning is flawed for several reasons.

First, DEED's argument ignores the beginning of the
above-quoted section, which provides that state law
applies "consistent with 20 C.F.R. 625.11" of the DUA
regulations. Id. HN5["F] Section 625.11 of the DUA
regulations expressly limits the applicability of state law
to only those provisions "as specifically set forth" in that

part of the regulations. 20 C.F.R. § 625.11. The section
of the DUA regulations that relates to disqualification
provides, in relevant part:

(b) Disqualification.

(1) An individual shall not be entitled to DUA for any
week after the week in which the individual is
reemployed in a suitable position.

(2) An individual who refuses without good cause to
accept a bona fide offer of reemployment in a
position suitable to the individual . . . shall not be
entitled to DUA [benefits] . . . . For the purposes of
this paragraph, a position shall not be deemed to
be suitable for an individual if . . . acceptance for
the position would . . . be inconsistent with any
labor standard . . . of the Federal[*11]
Unemployment Tax Act, . . . or the comparable
provisions of the applicable State law.

20 C.F.R. 8 625.13(b) (emphasis added). There is
nothing in these subsections that would allow
disqualification on the basis of the high school restriction
in our state law. To the contrary, the regulations appear
to narrowly restrict the applicability of state law
provisions to questions relating to whether the benefit
applicant has turned down a "suitable position" without
"good cause." We thus conclude that DEED erred by
relying on this one item in the guidance, without reading
it together with the DUA regulations as the guidance
requires.

Moreover, the interpretation urged by DEED is
inconsistent with the language and purpose of the
CARES Act and is illogical. H_N6['1?] Eligibility for PUA
benefits requires a showing that the person is not
eligible for regular unemployment-compensation
benefits. If the very thing that makes the person eligible
for PUA benéefits is treated as a disqualification, no one
would be eligible for PUA benefits.®

5We note that DEED does not assert that all individuals who
are ineligible for regular unemployment compensation are
ineligible for PUA benefits. Rather, DEED argues that "[t]here
is a legal distinction between individuals who are not eligible
for regular unemployment insurance benefits due to reasons
that prevent them from establishing an unemployment benefit
account, and those who are ineligible due to application of
state law disqualification/ineligibility provisions." Here again,
however, we can discern no language in the CARES Act or
the USDOL guidance to support such a distinction and it
ignores section 625.11 of the DUA regulations that limits the
applicability of state law provisions.
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DEED's interpretation also ignores the USDOL guidance
related to students. That guidance expressly states that
full-time students may be eligible for PUA benefits, even
though their work was only [*12] part-time and was not
a "primary source of income." UIPL 16-20 Change 1, at
I-7. The guidance further provides that there is not a
minimum age requirement for PUA eligibility. UIPL 16-
20 Change 2, at I-3. This undermines DEED's
contention that our state law disqualification of high
school students from regular unemployment-
compensation benefits should be applied to determine
PUA eligibility.

Another factor that weighs against DEED's interpretation
is the fact that the CARES Act offers "coverage for
individuals who are not eligible for regular
[unemployment compensation],” including "certain gig
economy workers, clergy and those working for religious
organizations who are not covered by regular
[unemployment compensation], and other workers who
may not be covered by the regular [unemployment-
compensation] program under some state laws." UIPL
16-20, at 1-2 (emphasis added); see also UIPL 16-20
Change 1, at I-8 ("PUA is a benefit of last resort for
anyone who does not qualify for other [unemployment-
compensation] programs and who would be able and
available to work but for one or more of the COVID-19
related reasons listed in section 2102 of the CARES
Act." (emphasis added)). w[?] Our state
unemployment [*13] law bars "gig economy workers"
from eligibility for regular unemployment benefits
because they are classified as independent contractors
pursuant to Minn. Stat. § 268.035, subd. 15(a)(1)
(2020), but the guidance makes clear that they are not
categorically disqualified from eligibility for PUA
benefits. See UIPL 16-20 Attachment 1, at I-6; UIPL 16-
20 Change 1, at I-8.

DEED's final argument in support of its interpretation of
the CARES Act is that, if high school students are
deemed eligible to obtain PUA benefits, it will throw
open the doors of eligibility so wide that even
incarcerated individuals and individuals not actually
unemployed may be eligible for benefits. This is not
accurate. M[?] As we have explained, applicants for
PUA benefits must demonstrate, among other things,
that they are "otherwise . . . available for work." CARES
Act § 2102(a)(3)(A). Incarcerated individuals cannot be
eligible for PUA benefits because they are not
"otherwise able to work and available for work within the

meaning of applicable State law." 1d. (a)(3)(A)(i).6 And
individuals who are not actually unemployed cannot be
eligible for PUA benefits because the definition of
"covered individual" is limited to those who self-certify
that they are "unemployed, partially [*14] unemployed,
or unable or unavailable to work because" of one of the

enumerated COVID-19-related reasons. Id.
(@)B)(A))(I).
We therefore reject DEED's contention that its

interpretation is reasonable and discern no ambiguity in
the applicable provisions of the CARES Act. M[?]
Under the plain language of the Act, we conclude that
our state law barring high school students from
receiving regular unemployment-compensation benefits
does not render high school students categorically
ineligible for PUA benefits.

DECISION

The ULJ erred by concluding that Minn. Stat. § 268.085,
subd. 2(3), applies to render Minnesota high school
students ineligible for PUA benefits under the CARES
Act. For this reason, and because DEED does not
dispute that Muse has met the second requirement for
PUA eligibility, we reverse the decision of the ULJ.

Reversed.

End of Document

6 The USDOL guidance confirms this in answering a question
about the eligibility of "an incarcerated individual who is no
longer participating in the work release program because the
jail closed this program due to COVID-19." UIPL 16-20
Change 2, at I-4 (Question 9). The USDOL explains that "the
incarcerated individual is not 'otherwise able to work and
available for work within the meaning of applicable State law'
because of his or her incarcerated status." Id.
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EXECUTIVE SUMMARY

Total U.S. Unemployment Insurance (UI) benefit payments increase automatically during
recessionary periods. This increase in Ul benefits during recessionary periods cushions
the macro economy from further decline by helping unemployed workers partially
maintain their purchasing power. That is, by partially compensating the unemployed for
the lost earnings, UI benefits help to break the negative cycle of increased unemployment

leading to reduced consumption, which leads to a further reduction in economic activity.

The cyclical response of regular UI benefits during recessions is often enhanced through
legislation.  Specifically, during recessions, typically there has been some form of
federally financed UI benefit extension. Thus, the regular Ul program together with
federally financed temporary benefit extensions can have a substantial impact in

cushioning the negative effects of recessions on the U.S. economy.

The Ul program incorporates three levels (or tiers) of benefits:
1) Regular Ul benefits,
2) Temporary (or emergency) federal benefits (EUC), and
3) Federal-State Extended Benefits (EB).

Regular Ul benefits are always available with up to 26 weeks of benefits for most eligible
persons. Temporary federal benefits (Emergency Unemployment Compensation or EUC
in the 2008-2009 recession) are paid under conditions set by emergency federal
legislation. Up to 53 weeks of EUC have been available during the present recession.
Federal-State Extended Benefits (EB) are available in periods when unemployment-
related triggers activate the EB program. EB in the present recession has been available
under temporary unemployment rate triggers with full federal financing (as opposed to
50-50 federal-state financing shares of the permanent EB law). Payments from all three
levels contribute to the stabilizing effect of the Ul program. While the financing of UI
(i.e., UI payroll taxes) offsets part of the stabilizing effects of UI benefits, the net effect

of the program is to make the economy more stable.
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This report examines the performance of each Ul program component as an automatic
stabilizer. The analysis relies heavily on macroeconomic simulations generated by the
Moody’s Economy.com econometric model. Our approach traces the path of the
economy with and without each of these components. By comparing paths, we can
measure the effect of the UI program as a whole and by component as an automatic

stabilizer.

In this report, we examine the impact of the UI program in stabilizing the economy
during a deep recession. Rather than simulating an artificial recessionary scenario, we
use the experience of the recent recession (2008-2009) and examine the time path of the
economy with and without the UI program. Our analysis of the stabilizing performance

of the Ul program during 2008Q3-2010Q2 yielded the following conclusions:

e The regular UI program closed about one-tenth (0.105) of the real gross domestic
product (GDP) shortfall caused by the recession.

e Extended benefits closed about one-twelfth (.085) of the real GDP shortfall
caused by the recession.

e Because of lags that reflect experience rating, the response of Ul taxes was
delayed with little increase in Ul taxes occurring in 2009 and 2010. During
2008Q3-2010Q2, increased Ul taxes had essentially no effect on real GDP (a gap
closing proportion of -0.007).

Combining all UI components, we find that, overall, the Ul program closed 0.183 of the
gap in real GDP caused by the recession. There is reason to believe, however, that for
this particular recession, the Ul program provided stronger stabilization of real output
than in many past recessions because extended benefits responded strongly. Multiplier
effects in real GDP were estimated to average 2.0 for regular Ul benefits and also 2.0 for

extended benefits.
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CHAPTER 1.

UNEMPLOYMENT INSURANCE AS AN
AUTOMATIC STABILIZER

1.1 Introduction and Summary

A primary reason for establishing Ul programs was to provide temporary partial
replacement for the loss of earnings occasioned by unemployment. Since loss of income
from a job is often accompanied by decline in household consumption, an increase in
unemployment accompanies declining general economic activity. The UI program, by
partially compensating for lost earnings, helps to break the negative cycle of increased
unemployment leading to reduced consumption, which leads to a further reduction in

economic activity.

The cyclical response of aggregate Ul benefit payments to increased unemployment
during recessionary periods cushions the macro economy from negative shocks by
helping to maintain consumer purchasing power. In other words, Ul acts as an automatic
stabilizer of real GDP. Benefit payments increase (decrease) automatically in response to

higher (lower) unemployment.

The countercyclical response of Ul benefits can also be enhanced through legislation. In
the past, recession-related federal legislation has temporarily extended unemployment
benefits during severe economic downturns. Prior to the present recession, some form of
federally financed benefit extension was enacted in every recession extending back to

1958.

This report examines the performance of Ul as an automatic stabilizer of economic
activity. The analysis relies heavily upon simulations made by the econometric model
supported by Economy.com of Moody’s Investor Service (Economy.com). The model
traces alternative time paths of real GDP, employment, unemployment, other macro

variables, and the payment of UI benefits under different assumptions about output and
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inflation. The model used in the analysis has been developed to simulate economic
activity in the individual states. The principal finding of the analysis is that UI plays a

measurable role as an automatic stabilizer of the economy.

This report proceeds as follows: The present chapter provides a brief overview of the
legislative enactments that affect the performance of Ul in the present recession. The
chapter then reviews relevant earlier studies of the UI’s stabilizing role. Particular
emphasis is placed upon two earlier analyses whose findings were derived from
simulations with econometric models. Chapter 2 discusses important behavioral relations
that affect the performance of the Ul program in individual states. It examines Ul
recipiency rates, replacement rates, and the determination of UI taxes. The relationships
discussed and presented in Chapter 2 have all been incorporated into the Economy.com
state model. Chapter 3 briefly describes the structure of the Economy.com model. One

purpose of the chapter is to show how Ul benefits and taxes are integrated into the model.

Chapter 4 presents the findings from several simulations. This chapter estimates singly
and in combination the stabilizing effects of regular UI benefits, extended benefits, and
UI taxes. Finally, Chapter 5 summarizes the results and offers concluding comments,
including suggestions for ways to enhance the Ul program’s performance as an automatic

stabilizer.

1.2 Ul in the 2008-2009 Recession

During 2008-2009 the U.S. economy experienced a very serious recession. By the
broadest measure of economic activity, real GDP, the economy shrank during five of the
six calendar quarters after the fourth quarter of 2007 (the start of the recession) through
the second quarter of 2009. The reductions in real output during the fourth quarter of
2008 and the first quarter of 2009, 5.4 percent and 6.4 percent respectively, represented
the worst back-to-back quarterly performance in more than 50 years. Many now refer to

the present downturn as the “great recession”.
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As real output and employment decreased and unemployment increased, cash payments
from state Unemployment Insurance (UI) programs increased sharply. Payments from
regular Ul programs (the program that can pay up to 26 weeks of benefits), which had
totaled $32.0 billion in 2007, increased to $42.6 billion (33 percent) in 2008. With
unemployment increasing persistently from May 2008 through the end of 2009, benefit
payouts in the last half of 2008 were 47.5 percent higher than in the last half of 2007.
Larger increases in regular Ul benefits occurred in 2009, with the year’s annual total
reaching $79.2 billion. Since July 2008, benefits for those who exhaust their regular UL
entitlements have also been available. The annual total of extended benefits reached $49
billion in 2009. Clearly, UI program benefits have responded strongly to the recession.
Total (regular plus extended) UI benefit payments in 2009 were $128 billion or 0.9
percent of GDP. The highest payout rate between 1947 and 2009 was 1.05 percent of
GDP in 1975 while the third-highest payout rate was 0.82 percent of GDP in 1958.

Table 1.1 summarizes Ul benefit payouts in all post-World War II recessions. Annual
payments are shown separately for three levels or “tiers” of UI benefits: Regular Ul,
Federal-State Extended Benefits (EB) and Temporary Federal Benefits (Emergency
Unemployment Compensation or EUC in the 2008-2009 recession). For each recession,
the year of highest payouts is identified and payouts are shown in current dollars

(columns [1]-[4]) and as a percent of GDP (columns [6]-[8]).

Programs paying long-term benefits were first active in the recession of 1958 and EB was
first paid in the recession year 1971. The following three observations are drawn from
Table 1.1:

1) Total benefits ranged between 0.49 and 1.01 percent of GDP across the 11
recessionary years (this variation reflects both differing recession severity and
differing availability of long-term benefits).

2) The highest total payout rate occurred in 1975 and the highest payout of
extended benefits (EUC + EB) occurred in 2009.

3) With the addition of 2009 to the table, there is no obvious trend across the 11

recessions (column [8]).
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Table 1.1. UI Benefits by Program and as a
Percent of GDP in Recession Years, 1949 to 2009

Regular | Federal | Temporary | Total Regular Extended Total
Recession State State Federal Ul Benefits/ Benefits/ Benefits/
Year Ul EB Benefits Benefits (€1)) (1)) (1))
Total [1+2+3] [11/[51% | [2+31/5 % [41/[5] %
[1] (2] [3] [4] [3] [6] [7] [8]
1949 1.7 - - 1.7 266 0.65 - 0.65
1954 2.0 - - 2.0 381 0.53 - 0.53
1958 3.5 - 0.3 3.8 467 0.75 0.06 0.82
1961 3.4 - 0.6 4.0 546 0.63 0.11 0.74
1971 4.9 0.7 0.0 5.6 1,129 0.44 0.06 0.49
1975 11.9 2.5 2.1 16.5 1,635 0.73 0.28 1.01
1980 14.1 1.7 0.0 15.8 2,788 0.51 0.06 0.57
1982 21.3 2.4 1.2 24.9 3,253 0.65 0.11 0.77
1992 24.9 0.0 13.5 38.4 6,342 0.39 0.21 0.60
2002 41.9 0.2 10.7 52.8 10,642 0.39 0.10 0.50
2009 79.2 6.1 43.1 128.4 14,256 0.56 0.35 0.90

Source: Data from U.S. Departments of Labor and Commerce. Data in $billions.

1.3 Recent Ul Legislation

The current recession has witnessed a strong policy response intended to help
unemployed workers and their families. In late June 2008, the Congress passed and
President Bush signed the Emergency Unemployment Compensation Act (EUC). This
provided 13 weeks of added benefits to persons who had exhausted their regular Ul
benefits. During August and September, the number of EUC claimants exceeded 1.25
million per week, but then the numbers decreased as this added entitlement was also
exhausted. By November, the EUC weekly numbers had declined to about 0.75 million.
During these fall months, the number of regular UI claimants continued a steady ascent,

reaching an average of 4.5 million in December 2008.

EUC was given a second legislative authorization in November 2008. This extended the
period for new EUC claims to the end of March 2009, and increased potential EUC

weeks from 13 to either 20 or 33, depending upon the state’s recent three-month average
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total unemployment rate (TUR). States with a TUR of at least 8.0 percent could pay up to
33 weeks of EUC; other states could pay up to 20 weeks. '

The American Recovery and Reinvestment Act (ARRA) of February 2009 included

several Ul provisions. The most important were the following:*

1) The EUCO8 program was further extended to December 31, 2009 with unchanged
rules for 20 and 33 potential weeks of EUC benefits. New claims for EUC could
be received through the end of 2009, with payments extending into 2010 for
eligible claimants. A person filing late in 2009 could potentially receive EUC
through May 2010.

2) All recipients of UI benefits had their weekly benefit increased by $25 while
ARRA provisions were in effect. In a program where the national average weekly
benefit was about $300, this represented an 8 percent increase in the overall
weekly benefit. The percentage increase was even larger for low-wage claimants
and those in low-wage states.

3) The first $2,400 of UI benefits in 2009 was exempted from the federal personal
income tax.

4) For UI claimants faced with the loss of health insurance, coverage could be
purchased with the federal government paying 65 percent of the monthly
premium.

5) The Federal-State Extended Benefits (EB) program was modified to allow easier
access to EB payments and longer potential duration (a maximum of 20 weeks in
several states rather than the traditional 13). During 2009, more than half the
states modified the unemployment rate triggers that activate EB, modifications
that will lapse when ARRA lapses.

Both extended benefits programs (EUC and EB) were modified several times during late-
2009-early 2010 to lengthen their availability to the long term unemployed. The most
recent extension allows new claims for EUC through the week of June 2, 2010, and EUC

payments on established claims can occur as late as the week of November 6, 2010.

' Potential weeks of entitlement to extended benefits is usually expressed as a fraction of the potential
weeks of regular UL Thus the original EUC08 program could pay the lesser of 13 weeks or half of potential
duration under the regular Ul entitlement. Most states provide for a variable duration of regular UI benefits.
Thus, someone entitled to 20 weeks of regular UI would be entitled to only 10 weeks of EUCOS.

? One summary of the UI provisions in ARRA is given in Vroman (2009).
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The net effect of the ARRA has been to substantially increase the total volume of Ul
benefit payments in 2009 and 2010. Estimates of the increase in benefit payouts due to
ARRA are necessarily imprecise, since the full depth and duration of the recession are
uncertain. A global estimate of all ARRA provisions affecting benefit payouts would be
at least $60 billion in calendar year 2009. When these are added to payouts under the
regular Ul program, the combined total reached $128 billion in 2009. The $128 billion
represented 0.9 percent of GDP in 2009, the second highest percentage over the 63 years
between 1947 and 2009. A similar percentage may occur in 2010.°

1.4 Earlier Literature

A primary objective of Ul is to provide built-in or automatic stability to the overall
economy. The economic literature that assesses the strength of Ul as an automatic
stabilizer is extensive. For example, Gruber (1997) found that the amount that a family
spends on food falls by 7 percent when the head of the household becomes unemployed;

it would have declined 22 percent in the absence of unemployment benefits.

Two studies of the stabilizing effect of the Ul program were supported by the U.S.
Department of Labor. Dunson, et al. (1991) used the Data Resources Incorporated (DRI)
macro model to assess UI’s stabilizing effectiveness. Chemerine, et al. (1999), in an
analysis by Coffey Communications, used the Wharton Economic Forecasting Associates

(WEFA) model.*

Dunson, et al. (1991) and Chimerine, et al. (1999) both conducted broad reviews of
previous literature. The review in Dunson, et al. (1991) described 13 separate studies
using an aggregate income-expenditure approach to assess stabilizing effectiveness.

These studies, published between 1960 and 1986, differed widely in their methodology.

? The model estimates presented in this paper were based on February 2009 ARRA provisions which were
slated to fully expire in May 2010. The model-based analysis did not include effects of the post-ARRA
extensions of EUC that were enacted in November 2009, March 2010 and July 2010. The simulated phase-
down 0f 2010Q1 and 2010Q2 were based on the phase-down contemplated under ARRA.

* The DRI model, the WEFA model, and the model of Chase Econometrics have been combined into the
Global Insight macro model, which currently provides forecasting services for several federal agencies,
agencies of state government, municipalities, and numerous private businesses.
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All concluded that UI helps to stabilize the overall economy, but the estimates of
stabilizing effectiveness varied quite widely--from reducing real GNP fluctuations by
one-fourth or more (Eilbott 1966), to practically no stabilizing effect. An average
estimate from this set of studies would be that UI prevented roughly 15 percent of the
decline that would have otherwise occurred in aggregate real output. Among the studies
that explicitly considered both Ul taxes as well as benefits, most concluded that nearly all
of the stabilizing effect was provided by UI benefits and that Ul taxes played either a

small or an inconsistent role.

Dunson, et al. (1991) utilized the DRI model in their simulation analysis. They noted a
downtrend in UI recipiency between the late 1970s and the early 1990s. Their simulations
focused on recession-related changes in real GDP and aggregate employment in the late
1970s and the early 1990s. For both periods, there were two simulations: One with the
UI program operating in its usual manner and one with Ul variables frozen in real terms
at levels from the pre-simulation period. The effectiveness of Ul was measured during the
four quarters of the largest decrease in real output. In each simulation period, the
percentage difference in real output and employment was measured and averaged. For the
earlier 1970’s period, UI reduced the decline in real GNP by an average of 5.5 percent
and the decline in employment by 4.9 percent. For the latter (forward-looking) period, Ul
reduced the decline in real GNP by 3.7 percent and the decline in employment by 3.5
percent. Based on these results, the authors concluded that UI in the 1990s was only 68.5
percent as effective compared to the late 1970s in stabilizing real GNP and 71.4 percent
as effective in stabilizing employment. It should be noted that their results focused upon

just the regular UI program and did not consider extended benefits programs.

The second large-scale model-based analysis was conducted by Chimerine, et al. (1999)
at Coffey Associates. They used the WEFA quarterly econometric model to examine the
performance of Ul as an automatic stabilizer over five previous recessions (1970, 1974,
1980, 1982, and 1991). Their principal conclusion was that Ul provides substantial
automatic stabilization to the macro economy. They estimated that recession-related

changes in real GDP were reduced on average by about 15 percent by UI benefit
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payments. They also concluded the stabilizing effect of Ul on the economy had not

trended downward over their periods of analysis.

In contrast to Dunson, et al., this study focused upon all three tiers of UI benefit
payments (regular Ul, temporary federal benefits, and EB). They found (Chapter 5 and
Appendices D and F) that the three tiers of benefit payments had very similar stabilizing
effects per dollar of expenditures. They also documented the decreased scope of the EB
spending after 1981 due to changes in the EB triggers and to a federal bypass option. The
latter allowed states during the 1991 recession to bypass EB and pay temporary federal
benefits to regular Ul exhaustees. Nearly all states exercised this option, since it meant
lower EB payments and associated state costs because half of EB is a state fiscal

responsibility, whereas none of EUC is state-funded.

Finding that the need for UI as a stabilizer has not diminished, Chimerine, et al., offered
suggestions for ways to enhance the stabilizing effectiveness of UL Three changes to
improve effectiveness would be to: 1) raise Ul recipiency rates, 2) make the extended
benefit programs more automatic, and 3) increase the level of funding of UI programs.
They also recommend more quantitative analysis of Ul with the objective of improving
its performance as an automatic stabilizer. Like the Chimerine, et al. analysis, the present
project will examine the effects of extended benefits as well as regular UI program

benefits.

1.5 Summary

In response to the recession of 2008-2009, federal legislation has increased the scope and
level of UI benefit payments. Federal policy, plus the built-in features of regular UlI,
mean that the program will roughly double benefit payouts in 2009 compared to 2008.
Benefit payments in 2009 will be more than triple total payouts in the pre-recession year

2007.
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Previous evaluations of the UI program have found it to be an important automatic
stabilizer of economic activity. These results, however, have not yielded a consensus
estimate of UD’s stabilizing effect. In this report we attempt to improve on previous
studies by conducting a state-level analysis to assess the program’s stabilizing

performance during a severe recession similar to the recession of recent in 2008-2009.
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CHAPTER 2.
KEY UI BEHAVIORAL RELATIONS IN THE STATES

The economies of individual states differ in a variety of ways. Contrasts in industrial
structure, money wage levels, demographics (including population growth and labor
force age), and cyclical sensitivity are but a few of the state-specific factors important to
state economic performance. The Economy.com modeling approach incorporates many

state-specific factors into the structure of its state models.’

To simulate the performance of unemployment insurance (UI) as an automatic stabilizer,
it is important to consider state-level differences in economic structures as well as state
differences in Ul programs. This chapter focuses on five relationships that characterize
key aspects of the Ul programs in the individual states:

1) Determination of covered employment,

2) Average tax rate as a percent of Ul covered payroll,

3) Average tax rate by detailed industry within each state,

4) Ul recipiency rate (beneficiaries as a proportion of total unemployment) and

5) Ul replacement rate (the ratio of the average weekly benefit to the average weekly

wage).

For 2), 4), and 5), regression relationships were developed using annual time series data.
To determine the average tax rate by state and industry, a proportional relationship to the
statewide average tax rate in 2007 was calculated and projected to hold for all future
years spanned by the simulations. The chapter text summarizes these relationships.
(Appendix A displays three sets of state-level regressions.) The relationships yield

accurate estimates of Ul benefits and taxes in the individual states.

2.1 Covered Employment

Nearly all employers and wage and salary workers are covered by the Ul program. The

only important exceptions are federal government employees, recently discharged service

> One description of the state models is given in Cochrane (2006). Chapter 3 describes the models.
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members who are covered by separate programs,’ and some employees of small firms

and religious organizations.

Employment covered by UI is of two types: Taxable and reimbursable. Taxable
employers account for more than 80 percent of covered employment. Their Ul taxes are
determined by the experience rating system followed in their state. The details of these
systems differ widely, but all set Ul taxes in such a way that higher payouts of UI
benefits cause future Ul taxes to be higher for most individual employers (all but those
already at the maximum tax rate). Experience rating is described as imperfect, in that
there is not a one-to-one correspondence between changes in Ul benefit payouts and
changes in Ul taxes for individual employers. Taxes paid by employers flow into state Ul
accounts maintained at the U.S. Treasury. These same accounts are the source of benefit
payments to eligible claimants in the regular Ul program, that is, the program that can

pay up to 26 weeks of benefits (28 weeks in Montana and 30 weeks in Massachusetts).

The remaining covered employers are reimbursable employers. At the end of each year
they make a payment to the state Ul trust fund for all benefits charged to their accounts.
In the aggregate, reimbursable employers account for just under 20 percent of covered
employment. In 2007, for example, reimbursable employment totaled 25.8 million, or
19.3 percent of total covered employment of 133.4 million. Current coverage provisions
have been in place since 1978. Between 1978 and 2007, the reimbursable share of

covered employment increased from 17.6 percent to 19.3 percent.

Two groups of employers have reimbursable coverage: State and local governments and
nonprofit employers. Employment in state and local governments is easily identified, but
nonprofit employment is widely distributed across the industry structure. According to
analysis at the Urban Institute, total nonprofit employment in 2005 was 12.9 million. The

three two-digit industries with the largest amount of nonprofit employment in descending

% Respectively these are Unemployment Compensation for Federal Employees (UCFE) and Unemployment
Compensation for Ex-servicemen (UCX). Payments under these two programs are administered by state Ul
programs, but they have their own financing that is part of the federal budget. The self-employed also fall
outside the scope of Ul coverage.
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order of size are: Industry 62 — Health Care and Social Assistance; industry 81 — Other
Services, Except Government; and industry 61 — Educational Services. These three
industries combined accounted for 93.5 percent of nonprofit employment in 2005.
Nonprofit employment in industry 62 was 7.0 million in 2005 or 54.2 percent of the
nonprofit total. Growth of the nonprofit share of total covered employment undoubtedly

reflects the rapid growth of health sector employment.

Because taxable and reimbursable employers have different Ul tax treatment, the state-
level models should distinguish the two types of employers. Following discussions with
staff at the Office of Workforce Security and the Bureau of Labor Statistics, we have
partially addressed this question, but limitations on existing data availability have made it
necessary to follow a methodology where nonprofit employment has been combined with
for-profit private employment. Employment in the government sector (at all levels) was
removed from the total employment estimates. However, when the Bureau of Labor
Statistics publishes state-by-industry data on UI covered employment and payroll,
nonprofit employment is not routinely separated from for-profit employment.® In
industries with large nonprofit employment, Ul-based tax rates will overstate actual tax

rates.

At the level of statewide aggregates, the Ul reporting system does distinguish each of
nonprofit employment and government employment from for-profit employment. The

reporting system also records the average contribution rate among for-profit employers.

The Economy.com state models have estimated regressions to determine nonprofit
employment. The regressions use NIPA employment® in the three industries identified

above (NAICS codes 62, 81 and 61) as explanatory variables with different coefficients

" Industries are classified according to the North American Industrial Classification System (NAICS)
codes. See Table 2.2 in Wing, et. al (2008) for 2005 estimates of nonprofit employment by industry.

¥ These data are commonly referred to as Quarterly Census of Employment and Wages (QCEW)

’ NIPA (National Income and Product Accounts) employment is estimated quarterly by the Office of
Business Economics in the Commerce Department. The Economy.com models have estimates of NIPA
employment by state for detailed industries.
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estimated for the three industries. The CES employment estimate for the state and local

government drives the Ul covered employment estimate for this sector.

A regression also determines estimated taxable employment. The explanatory variable for
this regression is total CES employment after removing employment in the federal, state,
and local sectors, and the nonprofit components of employment in sectors 62, 81 and 61.
Total payroll of taxable and of reimbursable employers is also estimated by regression.
The ratio of estimated total payroll to estimated employment is then used in the state
models to estimate average weekly wages for taxable employers, reimbursable
employers, and all employers combined. The estimates of average weekly wages, in turn,

are used in the replacement rate regressions (described below).

Although reimbursable employment accounts for a sizable share of total covered
employment, UI claims against reimbursable employers are typically modest. In 2007, for
example, benefits paid by reimbursable employers totaled $1.7 billion (5.6 percent of
total regular UI benefits). The vast majority of regular UI benefits are paid to current and
former employees of taxable employers, and these benefits are financed by experience-

rated payroll taxes.

2.2 UI Tax Rates

State UI programs use two main methods for setting tax rates for individual taxable
employers. Of the 51 UI programs examined here, 33 use reserve ratio experience rating,
13 use benefit ratio experience rating, two use a combination of reserve ratios and benefit
ratios, three use other systems.'® Reserve ratio systems use the employer fund balance on
a set date (the computation date, most commonly June 30) measured as a percentage of
recent (taxable or total) payrolls to calculate the employer’s reserve ratio. The reserve
ratio then determines where along a schedule of tax rates the employer is located, with

higher tax rates for employers with lower reserve ratios. This tax rate applies throughout

' Puerto Rico and the Virgin Islands are not included in this analysis. Michigan and Pennsylvania use both
reserve ratios and benefit ratios to set tax rates. Delaware and Oklahoma use benefit-wage ratios, i.e., the
wages of employers with benefit charges, while Alaska uses payroll declines to set tax rates.
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the entire upcoming year. Benefit ratio states use the benefit payout rate (benefits charged
to an employer as a proportion of the employer’s recent [taxable or total] payroll) to
calculate a benefit ratio, which determines next year’s tax rate. Most states have several
tax rate schedules with higher schedules applicable as the state’s trust fund descends to
lower levels. Higher payouts in both systems (either higher benefit ratios in benefit ratio
systems or lower reserve ratios in reserve ratio systems) cause Ul taxes to be higher
automatically in later periods unless overridden by state legislation. The determination of
tax rates for individual employers also depends upon other factors, such as the prevalence
of socialized benefit charges, the turnover rate of covered employers, the minimum tax

rate, the maximum tax rate, and the level of the taxable wage base.

We used regression analysis to examine Ul tax rates measured as a percentage of total
payrolls of taxable employers. The regressions showed that lagged benefit ratios exert a
strong positive effect on tax rates while lagged reserve ratios had a negative effect on the
tax rate in most states. However, the explanatory power of lagged benefit ratios was
much higher than for reserve ratios. As a result, we only use lagged benefit ratios in our

analysis.

Table 2.1 displays summary statistics from the regressions (the individual state-level
regressions appear in Table A.1 of Appendix A). Note in Panel A, 41 of 51 regressions
have adjusted R’s of at least 0.60 and the average adjusted R” is 0.712. The standard
errors are generally small, with all but five smaller than 0.25. The average standard error
of 0.174 is less than 0.20 of the overall tax rate, which averaged 0.940 for the entire set of

2,958 state-year observations.

The benefit ratio slope coefficients in Panel B are nearly all positive, as expected. Of the
204 slopes, 200 are positive and 126 are significant (using a t ratio of 2.0 to denote
significance). The right-hand column in Panel B indicates that the time profile of the
benefit ratio coefficients is quite flat, with the average coefficients ranging between 0.252
(two year lag) and 0.176 (4-year lag). The sum of the four coefficients in Panel B (0.869)

1s similar to the median of the sum of the four benefit ratio coefficients in Panel C
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(0.850). Both of these sums are less than 1.0, indicating that using an alternative
specification where the constant term was constrained to 0.0 would have yielded a

coefficient sum even closer to 1.0.

One curious aspect of these regression results is the pattern of the residuals during 2000-
2007. These eight years generate 408 state-year observations. For each state, the size and
sign of each regression residual was noted. If a random process generated the residuals,
one would expect roughly 204 to be positive and 204 to be negative. In fact, there were
only 111 positive residuals compared to 297 negative residuals. The average residual for
these last eight years of the estimation period was negative for 40 of the 51 state
programs, meaning that the predicted tax rates were typically higher than the actual rates.
This raises the question of why effective tax rates were not higher during these years.
This would seem to be a good topic for further research to document state actions that
reduced effective Ul tax rates during 2000-2007. The state model uses add factors to

offset the tendency for the regressions to overestimate tax rates in 2009 and later years.

Overall, these results are as expected given the Ul program structure and intent. Increases
in the benefit payout rate (benefit ratio) cause the average effective tax rate to change in
the same direction. The vast majority of slope coefficients (98 percent) have the expected
positive signs and the majority (62 percent) is statistically significant. On average, the
regressions indicate the response of the tax rate to changes in benefit payouts is spread
over 4 years, and, in most states, the total response is nearly as large as the change in the

benefit ratio.
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Table 2.1. Summary of Regressions - Annual UI Tax Rates, 1960 to 2007

Panel A. Summary Statistics for 51 Programs

Adjusted R® Standard Error

Number of Number of
States States
Below 0.50 8 Below 0.10 3
0.50-0.599 2 0.10-0.149 20
0.60-0.699 9 0.15-0.199 13
0.70-0.799 13 0.20-0.249 10
0.80-0.899 18 0.25-0.299 3
0.90 Plus 1 0.30 Plus 2
Average 0.712 Average 0.174

Panel B. Sign and Significance of Coefficients

Positive,
Constant 21 12 10 8 0.103
Ben. Ratio Lag 1 Year 32 19 0 0 0.236
Ben. Ratio Lag 2 Years 34 17 0 0 0.252
Ben. Ratio Lag 3 Year 27 24 0 0 0.205
Ben. Ratio Lag 4 Years 33 14 4 0 0.176
Ben. Ratio Sum 0.869
Panel C. Sum of Four Benefit Ratio Coefficients
Number of States
Below 0.60 5
0.60-0.699 8
0.70-0.799 10
0.80-0.899 6
0.90-0.999 9
1.00-1.099 5
1.10-Plus 8
Median 0.850
Source: All entries based on 51 state-level regressions in Table A.1 of Appendix A.
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2.3 Detailed Tax Rates by State and Industry

Tax rates on covered employers are known to vary widely across industries within states.
Experience rating of Ul taxes ensures that industries with higher benefit payout rates are
subject to higher effective tax rates (taxes as a percent of total covered payroll) than
industries with low payout rates. However, the national Ul data reporting system no
longer routinely publishes details on state-level tax rates by industry. The last year of

published data refers to tax rates in 1994.

The QCEW reporting system does record Ul contributions in addition to details on
employment, total payroll, and UI taxable payroll. For calendar year 2007, we executed a
tabulation at the state level of contribution rates by industry for private (for-profit plus
nonprofit) employers. The industry detail was at the level of 2-digit NAICS codes, which
span 19 detailed industries. We then divided the industry tax rates by the statewide

average contribution rate to yield a set of 19 relative tax rates for each state.

Individual industries in each state have highly varied claims experiences, which (through
experience rating) cause their tax rates to differ. Industries such as agriculture and
construction, administrative and waste services, and accommodation and food services
have persistently high claims relative to the all-industry average, and their tax rates are
consistently above average. Conversely, low claims volume and associated low tax rates
characterize utilities, finance and insurance, management companies, and health care and
social assistance. In the former industries, average tax rates are frequently twice the all-
industry average, while in the latter group the tax rate often averages less than half the
all-industry average. Relative tax rates within an industry tend to be stable over time for

many industries.

The use of NAICS coding for classifying industries also provides helpful detail on tax
rates within the broad services sector. NAICS codes identify eight broad service sector
industries. For the eight sectors combined, the average tax rate nationwide is only

somewhat below the all-industry average (0.58 percent versus 0.61 percent in 2007),
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Three of the underlying industries have low and three have high average tax rates.
Disaggregation of the services sector provides revealing details about Ul tax rate

variation that are not suggested by the average tax rate for the overall service industry.

These relative tax rates can then be multiplied by each statewide average tax rate to yield
estimated tax rates for 19 broad industries. The average tax rates can be obtained using
the tax rate regressions described in the previous section. In simulation results to be
discussed in Chapter 4, the relative tax rates from 2007 were used to estimate industry-
level tax rates for future years. For each future year in a given state, Ul tax rates vary by

industry and according to the past 4 years’ experience in paying regular Ul benefits.

Because the Ul tax rate estimates are based on total payroll, they can be directly entered
into the Economy.com model estimates of the cost of doing business. Employer Ul taxes
are one component of labor costs by industry. Thus, within the state models, increases in
UI benefit payouts lead to increases in average Ul tax rates. This feedback from benefit
payouts onto Ul taxes allows the analysis to estimate the dampening effect of UI taxes on

the performance of Ul as an automatic stabilizer of the macro economy.

2.4 Regular UI Recipiency Rates

Only a minority of the unemployed collect regular UI benefits at any point in time. The
recipiency rate as measured here is the ratio of weekly Ul beneficiaries (in the regular Ul
program or EB) to total unemployment (TU) as measured in the monthly labor force
survey of households. This ratio averaged 0.316 between 1967 and 2007. Readers should
note that this measure of the recipiency rate differs from the measure used by many in
ETA. They often measure the recipiency rate as the ratio of regular UI claimants (insured
unemployment or IU which includes some not receiving benefits) to total unemployment
(or TU). The IUTU ratio (weekly Ul claimants as a proportion of weekly unemployment)
averaged 0.367 between 1967 and 2007 as opposed to the 0.316 for the WBTU ratio

(weekly Ul beneficiaries as a proportion of weekly unemployment).
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Chart 2.1 shows the national recipiency rate for the period 1967 to 2008. The chart has
two series: The annual WBTU ratio and the centered five-year average of the WBTU
ratio. The latter series extends only to 2006, the latest available centered five-year
average.

Chart 2.1. Regular UI Recipiency Rates, 1967 to 2008
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Year-to-year changes in the recipiency rate'' for the regular UI program can be large, as
clearly shown in the annual series in Chart 2.1. The two series, particularly the five-year
averages, also show a decrease in recipiency during the early 1980s and an increase in the
mid-1990s. In the most recent years, the recipiency rate has returned to levels that

approach the levels of the 1970s.

Within a given year, Ul benefit recipiency rates exhibit wide variation across states.
State-level averages of the WBTU ratio during 1967-2007 were below 0.20 in five states

but exceeded 0.45 in four states over the same 41 years.'

" The WBTU ratio at the state level is first available in 1967. In earlier research, the author has developed
state-level estimates of TU for all states starting in 1967.

12 Averages below 0.20 were present in Colorado, Florida, South Dakota, Texas and Virginia. Averages
above 0.45 were present in Connecticut, Massachusetts, New Jersey and Rhode Island.
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But state-level WBTU ratios exhibit quite stable relative rankings. Chart 2.2 helps
illustrate this relative stability. Three of the six included states exhibit consistently high
recipiency rates (Massachusetts, New Jersey, and Pennsylvania) while three exhibit
consistently low recipiency rates (Florida, Texas, and Virginia). For both groups, annual
recipiency varies, with the variation larger for those with high recipiency rates; but, not a

single data point moves a state from one group to the other.

Chart 2.2. Regular UI Recipiency Rates in Six States, 1967 to 2008
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The contrast in recipiency rates for the two groups of states would seem to have clear
implications for Ul program performance in stabilizing the economy. States with high
recipiency can be expected to exert greater stabilizing effects than states with low
recipiency, given that the replacement rates of high recipiency states are not noticeably
lower than in low recipiency states. The size of the differential effect would also be
influenced by the size of offsetting responses caused by experience-rated Ul taxes. These

issues are explored in Chapter 4 using the Economy.com state models.
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We modeled the recipiency rate for regular Ul benefits in each state using four
explanatory variables. The unemployment rate for the current year (TUR for total
unemployment rate) is expected to enter with a positive coefficient, while the lagged
TUR is expected to enter with a negative coefficient. The positive effect of the current
TUR reflects the change in the composition of unemployment when unemployment
increases. The proportion who are job losers increases with higher unemployment, and
job losers are the group most likely to collect UI benefits. The negative effect of the
lagged TUR arises from 1) benefit exhaustions, as those with long benefit duration use up
their entitlements and 2) the effects of reduced base period earnings and monetary
eligibility caused by higher lagged unemployment. These current and lagged effects have

been observed for many years.

UI benefit recipiency has also undergone changes during certain periods. Restrictions on
benefit eligibility occurred in the early 1980s and a downward shift in recipiency has
been widely noted.'? The shift is apparent in Chart 2.1. Policies at the state and national
level were responsible for much of this shift. Less noticed has been an increase in
recipiency that dates from the mid-1990s. Two factors provide at least part of the
explanation for this recent increase: the aging of the labor force and increased reliance by
employers on permanent (as opposed to temporary) layoffs during recessions. The two
trend changes are approximated with dummy variables: The first, D1981 equals zero
before 1981 and 1.0 from 1981; the second, D1996 equals zero before 1996 and 1.0 from
1996. As will be seen, both dummies make significant contributions to explained

variation in state-level WBTU ratios.

In each state, a regression was fitted for the 41 years from 1967 to 2007. Table 2.2
summarizes the regression results; each state regression appears in Table A.2 of
Appendix A. The first thing to note about Table 2.2 is the number of low adjusted R%s.
Nineteen fall below 0.40 and just 12 exceed 0.60. In other words, on average, the

regressions explain less than half the variation in the WBTU ratio over the 1967-2007

13 Several papers have documented a downward shift in recipiency in the early 1980s: Blank and Card
(1991), Burtless and Saks (1984), Corson and Nicholson (1988) and Vroman (1991).
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period. The rather large size of the standard errors of the estimates is also apparent. The
average of 0.043 indicates that an increase or decrease of 0.043 in the WBTU ratio from
one year to the next would not be statistically significant in the majority of states. The

regular Ul recipiency rate is, thus, a noisy statistical series in individual states.

The coefficients in Panel B are simple averages, but three features are noteworthy. First,
the average constant term, 0.336, is similar to the overall average WBTU ratio of 0.314.
Second, the sizes of the coefficients for the TUR and the TUR lagged are nearly identical
and opposite sign. Recipiency increases when unemployment increases, but the negative
pushback from exhaustions and reduced monetary eligibility in the next year is nearly as
large. Thus, there is no long-run effect on recipiency when unemployment rises or falls
but there is a strong short-run response.'* On average, an increase in the unemployment
rate by one percentage point raises the WBTU ratio by slightly more than two percentage
points in the same year, but the ratio falls by about the same amount during the next year.
Third, the average sizes of the two trend shift dummies (D1981 and D1986) are nearly
identical. The average downward shift in 1981 was 2.7 percentage points and the increase
from 1996 was also 2.7 percentage points. Combined, the coefficients indicate that the

recipiency rate after 1996 had returned to a level close to its average prior to 1981.

' The size of the averages may seem large to some readers. The TUR and the TUR lagged in the
regressions were measured as proportions, not as percentages.
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Table 2.2. Summary of Recipiency Rate Regressions, 1967 to 2007

Panel A. Summary Statistics for 51 Programs

Adjusted R? Standard Error
<0.10 4 <=0.030 7
0.10-0.199 3 0.030-0.0399 17
0.20-0.299 4 0.040-0.0499 17
0.30-0.399 8 0.050-0.0599
0.40-0.499 11 0.060-0.0699 3
0.50-0.599 9 0.070 Plus
0.60-0.699 6
0.70 Plus 6
Average 0.454 Average 0.043

Panel B. Sign and Significance of Coefficients

‘ Positive,

Positive,

Tos! Negative, ‘ Negative, Average
Significant | Not Signif. | Not Signif. | Significant
Constant 50 1 0 0 0.336
TUR 36 12 2 1 2.066
TUR Lag 0 0 10 39 -2.193
D1981 4 9 19 19 -0.027
D1996 20 16 10 5 0.027

Panel C. Average Recipiency Rates

WBTU

Number of States
Below 0.20 5
0.20-0.249 9
0.25-0.299 11
0.30-0.349 9
0.35-0.399 8
0.40-0.449 4
0.45 Plus 5
Average 0.314

Source: WBTU ratios developed from data published by the U.S. Department of Labor.
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2.5 Extended Ul Benefits

Besides regular UI benefits, unemployed workers in some states and/or time periods are
also eligible for benefits that extend beyond 26 weeks. There is a permanent federal-state
extended benefits program (EB) that may pay up to an additional 13 weeks of benefits (or
even 20 weeks in certain situations) if a state EB trigger is “On.” Additionally, the
payment of temporary federal benefits (TFB) occurs in certain periods because of federal
UI legislation enacted during recessions. The TFB programs are temporary with definite
“sunset” dates. Both EB and TFB programs were activated in 2008 and both expanded
considerably in 2009, a result of both legislation and higher unemployment rates. During
all earlier recessions, EB has been financed 50-50 by the state and the federal
government, while TFB has been fully federally financed. The American Recovery and
Reinvestment Act (ARRA) of February 2009, however, included a provision to have the
federal partner finance all EB payments for claimants who start to collect EB before

ARRA expires.

The EB and TFB programs have been relatively important in many past recessions (recall
Table 1.1). During 1992 and 1993 the TFB program (termed Emergency Unemployment
Compensation or EUC, the same name as the current TFB program) paid amounts equal
to fully half of regular UI benefits. Between 1971 and 1982, EB made substantial
payments during recessionary years. While EB was not important during the recessions
of 1991 and 2001," the number of states paying EB in 2009 increased from three during
the first week of January to 36 to 38 between August and November. One-time financial
incentives under ARRA (full federal financing), changes to temporary TUR triggers, plus
increases in unemployment to higher levels than in the 1991 and 2001 recessions explain
the increase in EB payments by the states during 2009 and 2010. EB during 2009 totaled
$6.1 billion, exceeding $1.0 billion for the first time since 1983.

The current EUC program has been the subject of seven federal legislative enactments

(July 2008, November 2008, February 2009 and November 2009, December 2009, and

' Only nine states activated EB during and after the 1991 recession; just six activated EB during and after
the 2001 recession.
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March 2010, and April 2010). For the first 11 months of 2009, provisions under the
federal stimulus legislation paid EUC for either 20 or 33 weeks depending upon each
state’s TUR. Eligibility for 20 weeks applied if the three-month TUR was at least 6.0
percent, and for 33 weeks if the TUR was at least 8.0 percent. States eligible for 33 weeks
have increased from 20 during the first week of January 2009 to 47 during October 2009.
Because of the November 2009 legislation, all states could pay at least 34 weeks of EUC
during the final weeks of 2009. As of May 2010, there are four separate tiers of EUC

with maximum potential EUC duration of 53 weeks in over 30 states.

Because EB was not active in most states during the 1991 and 2001 recessions, recent
information on the relative importance of EB benefits was lacking for most states early in
2009. As noted, however, in late 2009 about three states in four were paying EB. The EB
and EUC provisions of current federal Ul legislation will run through early November
2010. If the economic recovery proceeds slowly and the recession extends well into 2010
and later, further EB and/or EUC extensions are possible (even likely). Thus, the
performance of the regular Ul program under alternative future scenarios can be
estimated with much greater confidence than the performance of EB and EUC.
Discussion of the simulations of the EB and EUC programs in Chapter 4 are careful in

describing the underlying assumptions regarding when they are “On.”

2.6 Regular UI Replacement Rates

The replacement rates to be used in the simulation analysis are from the Unemployment
Insurance Financial Handbook, i.e., the ratio of the average weekly benefit for full weeks
of unemployment to the average weekly wage of taxable plus reimbursable employers.

Since 1967, this ratio has varied between 0.329 and 0.377 at the national level.

In contrast to the recipiency rate, the multiple regressions are quite successful in
explaining the replacement rate. Table 2.3 summarizes state-level regressions that span
the years 1967 to 2007. (The individual state regressions appear in Table A.3 of
Appendix A.) Among the 51 state-level regressions in Table 2.3, 38 have adjusted R’s of
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0.70 or higher, while just four explain less than half the time series variation in the
replacement rate. Also indicative of generally good explanatory power, the regressions
usually have small standard errors. More than half (27) are smaller than 0.012, while just
11 exceed 0.016. The average standard error of 0.0126 is less than one-third the average

for the recipiency rate regressions summarized in Table 2.2 above.

For individual states, several factors make significant contributions to explaining
replacement rate variation. Nearly all regressions include three explanatory variables: 1)
the ratio of the maximum weekly benefit to the average weekly wage (MxBenAWW), 2)
the TUR, and 3) the TUR lagged. Note that all 51 MxBenAWW variables enter with a
positive and significant coefficient. This variable was the most important contributor to
explained variation in 45 of 51 regressions. When the maximum weekly benefit increases
relative to average wages, the replacement rate increases. The current unemployment rate
(TUR) exhibits a uniformly positive coefficient in Table 2.3, which is significant in 37
states. In contrast, the lagged TUR enters negatively with a significant coefficient in 31 of
43 states. This variable was not used in eight states because of collinearity with the
current TUR. When both were entered in these states, neither was significant and there

was no improvement in the overall fit, i.e., the adjusted R”.

Three other influences on the replacement rate entered significantly in a number of states.
The statutory replacement rate changed in 15 states during the 1967-2007 period. All 15
slopes had the expected positive signs, of which all but one were significant. Most states

operated with a single statutory replacement rate during these years.

Most states determine a claimant’s weekly benefit using high quarter earnings from the
base period. Over the 1967-2007 period, however, several states changed their WBA
calculation from using the single high quarter of earnings in the base period to using
average earnings from the two highest quarters. In nearly all instances, this change
reduced the weekly benefit and the associated replacement rate. Note in Panel B that
seven of the eight coefficients for the two-quarter calculation (D 2Qtr) are negative and

six are significant. On average, the move to a two-quarter calculation reduced

The Role of UI as An Automatic Page 26 July 2010
Stabilizer During a Recession

Appendix Page 133



replacement rates by 0.02. A second change that reduced replacement rates was the
change to an average weekly wage calculation from a high quarter calculation (or vice
versa). The associated dummy variable (D AnnWage) was set at 1.0 in years when the
annual wage calculation was used and 0.0 when the high quarter calculation was used. In
eight of 10 states, this dummy coefficient had the expected negative sign, of which five
were significant. The two exceptions were New York and Wisconsin. Both states
changed to a high quarter calculation, but the replacement rate in both was lower in the
post-change period. No good explanation for this result has been found. Discussions with

professional staff in the two states did not help in finding a solution.
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Table 2.3. Summary of Replacement Rate Regressions, 1967 to 2007

Panel A. Summary Statistics for 51 Programs

Adjusted R® Standard Error

<0.50 4 0.006-0.0099 14
0.50-0.599 3 0.010-0.0119 13
0.60-0.699 6 0.012-0.0139 9
0.70-0.799 12 0.014-0.0159 4
0.80-0.899 17 0.016-0.0179 5
0.90 Plus 9 0.018 Plus 6
Average 0.772 Average 0.0126

Panel B. Sign and Significance of Coefficients

?os‘itive, Posit‘ive., | Nega‘tivg, | Neg?tive, Number e
Significant| Not Signif. Not Signif. Significant
Constant 34 4 8 5 51 0.080
MxBenAWW 51 0 0 0 51 0.439
TUR 37 14 0 0 51 0.623
TUR Lag 0 0 12 31 43 -0.488
RRate Stat 14 1 0 0 15 0.486
D 2Qtr 1 1 6 8 -0.020
D AnnWage 2 0 3 5 10 -0.019

Panel C. Average Replacement Rates and Maximum Benefit to AWW Ratios

Repl. Rate 1967-07 | 1998-07 | MxBenAWW 1967-07 1967-97 1998-07
Below 0.33 9 13 Below 0.35 2 2 3
0.33-0.349 8 4 0.35-0.399 6 5 6
0.35-0.369 13 8 0.40-0.449 12 11
0.37-0.389 6 9 0.45-0.499 13 18 9
0.39-0.409 8 8 0.50-0.549 8 10 7
0.41-0.429 4 4 0.55-0.599 9 6 7
0.43 Plus 3 5 0.60 Plus 1 1 8
Average 0.366 0.364 Average 0.474 0.469 0.488

Source: Handbook replacement rates published by U.S. Department of Labor. Other variables derived by
the author from data published by the Office of Workforce Security and BLS.
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The bottom panel in Table 2.3 summarizes the distribution of replacement rates and the
ratio of the maximum weekly benefit to the average weekly wage, with attention to the
last 10 years (1998-2007) as well as the full 1967-2007 period. Note that the average
replacement rate was essentially the same in the last decade as for the full period. The
MxBenAWW ratio did increase somewhat in the most recent period, but the increase in
the 51-state average was only 4.1 percent compared to the 1967-1997 period. The
regressions of Table 2.3 and the back-up detail of Appendix Table A.3 suggest that the
determinants of replacement rates are known and that no important trends were present

during the 41-year sample period examined here.

The summary provided in Panel C of Table 2.3 also points to a shortcut that can be used
in the simulation analysis. Since the replacement rates exhibit comparatively small
variation, the simulations can legitimately use average state-level replacement rates as an
alternative to the regression equations displayed in Table A.3. The simulation results to
be summarized in Chapter 4 take this simpler approach, using as state-level replacement

rates a 10-year average.

2.7 Summary

This chapter examined behavioral relationships that are central to understanding the
performance of Ul programs in individual states. Multiple regressions were used to
characterize time series variation in average Ul tax rates and in recipiency rates and
replacement rates in the regular Ul program. (The state-level regression results are
displayed in Appendix A.) The chapter also described a cross-section analysis of
differences in Ul tax rates across 19 major industries in each state. All these relationships
have been entered into the Economy.com state-level simulation models. Chapter 3
describes the Economy.com state models that underlie the simulation results to be

presented and discussed in Chapter 4.
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CHAPTER 3.

MODELING THE MACROECONOMIC EFFECTS OF
UNEMPLOYMENT INSURANCE

Our analysis of Ul as an automatic stabilizer was conducted using the macroeconomic
models developed by Economy.com, a branch of Moody’s Investor Services
Incorporated. This chapter describes the structure of those models and discusses the

strategy followed in the simulation analysis.

3.1 The Economy.com Model

Economy.com has developed econometric models suitable for analysis at the national,
state, and MSA levels of geographic detail. Our simulations used state models for all 50
states plus the District of Columbia (hereafter 51 states). This geographic detail matches
the UI program’s structure, with benefit and financing provisions set by the states and

differing noticeably from state to state.

Economy.com models use quarterly seasonally adjusted data with quarterly flows
measured at annual rates. They carry historic values back at least 20 years and can make
forecasts for as many as 30 future years. In our analysis, many simulations were extended
to 2020, or 12 years beyond 2008, the most recent year with fully available annual data.
This capacity to make lengthy future projections is important because the Ul tax rate
relationships have four-year lags on benefit payments. Thus, recession-related increases
in benefits of 2009, 2010, and later years will affect UI taxes through 2014 and beyond.

The models easily incorporate these lagged effects.

3.2 Model Structure

The state models characterize each state economy in six areas: 1) demographics, 2) labor
market-real gross product, 3) personal income and average earnings, 4) credit and
banking, 5) real estate and housing and 6) consumer demand. Several state-specific

relationships are included in each of these areas (or modules), as described in a paper by
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Cochrane (2006). The following paragraphs give a brief summary of structural features

and key relationships.

Each state model has a complete demographic sector that updates state population
estimates with projections of migration, births, and deaths. The total population is divided
into age cohorts, and population change includes certain age-specific relationships. Net
migration is determined by recent rates of job creation and the change in state
unemployment relative to the national average. Separate relationships determine in-
migration and out-migration. If aggregate state economic performance is below average,
both these population flows respond and slow the pace of statewide population growth.

International and domestic population flows are incorporated into the state models.

Paralleling the model’s population dynamics are changes in the number of households.
Households are disaggregated by age of head and changes are linked to state population
growth. Labor market conditions also influence the total number of households. Higher

unemployment reduces the rate of new household formation.

Central to each state model is the determination of real output (Gross State Product or
GSP). Estimates of GSP are available from the Commerce Department’s Bureau of
Economic Analysis (BEA) by detailed NAICS' industries. State-level GSP for each
industrial sector is linked to national GDP in that industry, with adjustments made
according to each industry’s cost of doing business. This cost variable is discussed below
and in Appendix B. State-level GSP for industries in the service sector is driven primarily
by local demand conditions, where the size of the state’s population and the level of
personal disposable income are two key determining factors. Establishment employment

is linked to real output through derived demand relationships.

Personal disposable income has wages and salaries as its largest component, but it
includes all the other components from the national income accounts as well.

Specifically, personal disposable income includes dividends, interest, rents, proprietors’

' NAICS — North American Industrial Classification System

The Role of UI as An Automatic Page 31 July 2010
Stabilizer During a Recession

Appendix Page 138



income, and Government transfer payments to persons less personal taxes. For the
present analysis, transfer payments explicitly recognize each of the three tiers of Ul
benefit payments as well as the aggregate of all other transfer payments. While this report
emphasizes the stabilizing effects of UI benefits, it is important to remember that Ul
benefits are a small component of total transfers; all other transfers have represented

about 98 percent of total transfer payments in recent years.

Real output is also affected by the cost of doing business (CDB) in each state-industry
sector. The Economy.com state models recognize three areas of costs that contribute to
the overall cost profile for each state-industry sector: Labor costs, energy costs, and tax
burden.'” Labor costs are measured as total wages and salaries (payroll) from the
National Income and Product Accounts (NIPA). To recognize labor productivity growth,
NIPA payroll is deflated by real GSP. Energy costs are estimated as an average of
commercial and industrial electricity prices measured in cents per kilowatt-hour (each
normalized by their respective national average) and the weights provided by national
expenditures for the two types of energy. The calculation of tax burden incorporates
personal, property, and corporate taxes. Taxes also include employer payroll-based
contributions for Ul and workers’ compensation. This comprehensive measure of
business plus personal taxes is expressed as a ratio to personal income in the state. Each

state-level tax burden ratio is then measured relative to the national ratio.

The aggregate CDB cost measure is then derived as a weighted average of its three
constituent components. The national weights are 0.75 for labor costs, 0.15 for energy
costs, and 0.10 for tax burden. The weights vary by industry and state. States with an
above-average CDB will experience a drag on real GSP growth over the long run,

particularly in the industrial sectors, as location decisions respond to cost differentials.

The employer taxes that support the Ul program enter the Economy.com models through

the CDB cost variable. States with above-average UI taxes and an associated high CDB

17 See Appendix B for a fuller description of how the cost of doing business is measured. Essentially, it is a
weighted average of costs by major cost categories.
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will experience some loss of real output due to costs. States with high unemployment
rates and/or high UI benefit payments per unemployed worker will be subject to this

negative effect on real output.

Real demand and output in each detailed industry and industry productivity are the main
determinants of employment in each industry. The models have separate regression
relationships that link employment to real output through a derived demand for labor
relationship. Through this mechanism, the financing of the UI program has negative

output and employment consequences for a state.

UI benefit payments, in contrast, have a positive effect on real output and employment.
These transfer payments increase household disposable income and consumption.
Increases in Ul benefits have an immediate effect upon disposable income and
consumption expenditures. Unlike higher UI taxes, which operate with a long (four-year)
lag, increases in benefit payments (from all three tiers of UI benefits) immediately raise
household income. These transfer payments are then almost entirely spent on

consumption items in the same year.

Thus, the two channels whereby UI affects the rest of the economy are through increases
in consumption from UI benefits and increases in Ul taxes (which reduce real output in

affected industries by raising employer costs).

3.3 The Simulation Strategy

To examine the effects of Ul on the macro economy, several different determinants (or
treatments) were included in our analysis. Four separate elements of the Ul program can
influence the time path of real GDP, total employment, and total unemployment. These
four are: (1) regular UI benefits, (2) temporary (or emergency) federal benefits (EUC in
2008, 2009, 2010, and perhaps later), (3) Federal-State Extended Benefits (EB), and (4)
UI taxes. For the present report, the EUC and EB programs are modeled as a single

extended benefit program. Even with the modifications of the EB triggers made under the
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fiscal stimulus package of February 2009, the bulk of all extended benefits in 2009 were
EUC benefits. The EB component of their combined total for 2009 was only about 10

percent.

Thus, the analysis examines the effects of three separate components of the Ul program:
regular Ul benefits, extended benefits (EUC plus EB) and UI taxes. It should be noted
that the UI taxes included in the analysis are the state taxes that support payment of
regular Ul benefits. The federal taxes that support program administration are not
modeled. This approach also assumes that the full costs of EUC and EB payments are
supported by the federal partner and add to the federal budget deficit. The effects of EUC
and EB on the deficit are measurable in 2009, adding some $40 billion to the deficit.
Their effects in financial markets are the same as other categories of deficit-increasing
expenditures. No explicit treatment of the feedback effects of the deficit on macro

performance is included in this analysis.

From the perspective of the business cycle, the Ul program is important in stabilizing the
time paths of macro variables like real GDP and total employment. To gauge UI’s
stabilizing impact we simulate a steady growth counterfactual and examine downward
deviations from the counterfactual. The counterfactual projects macro variables under an
assumption of reasonably steady growth during and after the periods affected by the
recession, which officially began in the fourth calendar quarter of 2007. While the current
recession may officially end in 2010, it is clear that unemployment will remain high and
real output will remain considerably below potential real output for several future years.
Associated with high unemployment will be elevated levels of UI benefit payments and

UI taxes.

The growth counterfactual to be used is a growth projection from the national
Economy.com model used in the fourth calendar quarter of 2007. This foresees annual
real GDP growth in later periods of between 2.7 and 4.7 percent, with growth in most
years above 3.0 percent. During the years between 2008 and 2020, the unemployment

rate is projected to range between 4.2 and 5.1 percent (lower in the later years) and
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average 4.5 percent. This path approximated full employment growth as projected by the
2007Q4 Economy.com model.

The steady growth path is then compared to a time path that approximates a deep
recession. Rather than developing an artificial recessionary time path, we used the
historic time path of the economy (2007Q4 through 2009Q2) for comparison with the
steady growth path. For quarters starting in 2009Q3, the macro time path follows what

Economy.com projects as the most likely future time path for the economy.'®

Our model-based analysis derives estimates holding constant many other factors in the
economy. The research strategy is to focus on the three aspects of the Ul program
(regular UI benefits, extended benefits and EUC, and Ul taxes) in both the steady growth
environment and in the recessionary environment. To do this, we simulate the effects of
each factor in such a way that its separate contribution to macro performance can be
isolated. Thus, the effects of regular UI benefits are simulated first under the assumption
of no EB or EUC program, and benefit payouts are simulated with and without UI taxes.
The extended benefit programs are then added to regular Ul to yield estimates of their
marginal effect in addition to that of regular UI. Because UI taxes operate with long lags,
these are then added to the simulations to produce results with all aspects of the Ul

program activated.

The method of holding constant the effects of variables not included in a particular
simulation is to keep that variable constant in real terms throughout all future periods.
Where it is appropriate in Chapter 4, we discuss further the details of how variables are

treated in specific simulations.

' To avoid using confusing terminology, this time path will be termed the “future time path”. When
Economy.com provides forecasts for its clients, it projects five different future time paths, three of which
are more pessimistic than the time path it deems most likely. The most likely time path is judged to have a
50 percent probability of occurring. For its clients, this most likely time path is termed the “baseline time
path”, but we will not use this terminology in the present report.
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CHAPTER 4.
SIMULATION RESULTS

This chapter summarizes the results of simulations of the U.S. economy with and without
UI during a severe recession as experienced in recent years. Within the deep recession

simulations, four sets of results are summarized.

e Path 1 traces the time paths of macro variables when regular UI benefits and
associated taxes respond to changes in unemployment.

e Path 2 adds benefit payments from two extended benefit programs: Emergency
Unemployment Compensation (EUC) and Federal-State Extended Benefits (EB).

e Path 3 traces the time path of macro variables with just regular Ul benefits
responding to unemployment (UI taxes not responding).

e Path 4 traces the time path when both regular UI benefits and regular Ul taxes are
held constant in real terms at their pre-recession level.

By comparing Path 2 with Path 1, one can assess the additional stabilizing effects of
extended benefits. By comparing Path 1 with Path 3, one can estimate the extent to which
UI taxes lessen the stabilizing effect of regular UI benefits. By comparing Path 4 and
Path 3, one can assess the response of regular UI benefits to the recession and how much

the time paths of real GDP and employment differ when regular UI benefits respond.

The four recession time paths are simulated for 51 “state” programs (i.e., including the
District of Columbia).'® The simulations extend through 2020, but primary emphasis is
placed on results that extend through 2010Q2. By the end of 2010, real output and
employment have started to increase while the unemployment rate has also stabilized and
started to decline. Given the amount of state-level and time period detail generated for
each variable, the chapter necessarily summarizes the results at a high level of
aggregation. Again, the model uses quarterly data for GDP, UI benefits and UI taxes but

all measured at annual rates.

1 Economy.com does not support complete models for Puerto Rico and the Virgin Islands, two other
jurisdictions within the state UI program.
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After examining the stabilizing role of the regular UI program, the model then adds the
extended benefit programs to estimate the added stabilizing effects that they provide.
While separate detail for EUC and EB is generated in these ‘“extended benefit”
simulations, the text emphasizes just the combined effects of EUC and EB. Readers
should understand, however, that the vast majority of extended benefits are EUC benefits.
In historic data currently available (through the early months of 2010), the highest
quarterly payout of EB was the $2.8 billion paid during the third quarter of 2009 while
EUC benefits totaled $11.4 billion during the same quarter. Between 2008Q3 and
2009Q4 cumulative EUC benefits totaled $51.0 billion while cumulative EB benefits
totaled $6.9 billion, or about 12 percent of their combined total.

While the recession simulations are of principal interest, the steady growth simulations
provide one way to gauge the impact of a recession on real output and employment. The

steady growth simulations are described first.

4.1 The Steady Growth (No-recession) Simulations

As noted, the performance of the Ul program should be measured against a
counterfactual simulation where the economy experiences steady growth.  This
simulation has three variants: 1) growth with regular UI benefits and taxes functioning, 2)
growth with regular UI benefits responding but Ul taxes constant, and 3) growth with
regular Ul benefits and taxes both constant in real terms. Each of these three simulated
paths has a counterpart in later simulations where the recession started in 2007Q4 and
follows a recessionary path into later periods. The recession path closely approximates
the economy’s actual path through the second quarter of 2009 and then follows the most
likely path (as judged by Economy.com) for later quarters through 2020.

The three time paths of the baseline scenario are depicted in Chart 4.1. Note that their
proximity is practically identical. The lines are so similar that the graph does not display

three distinct series. In a situation where unemployment varies within a narrow range, the
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quantitative effect of the benefits and taxes of the regular UI program are very small. The
chart shows that with just benefits but no UI taxes, real output is on the highest path as
would be expected, but the differences are tiny. Real Ul benefits average 0.23 percent of

real GDP between 2007Q4 and 2020Q4.

Chart 4.1 Steady Growth, Real GDP Time Paths, 2008 to 2020
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Source: Simulations with the Economy.com model. Data in billions of 2000 dollars.

While the aggregate real GDP growth paths are very similar, clear differences in the size
of benefit payouts are observed in state-level data. In comparisons to be repeated later in
the chapter, the ratios of real benefits to real output across the states revealed large
contrasts. For the 10 states with the highest recipiency rates, real regular Ul benefits
averaged 0.38 percent of real GDP compared to 0.12 percent for the 10 with the lowest
recipiency rates. These contrasts are sizeable even in a steady growth scenario. When the
source of the contrast is examined, it is found to be differences in recipiency rates (the
ratio of Ul beneficiaries to unemployment). The unemployed in high-recipiency states are
more than twice as likely to receive regular Ul benefits when compared to the

unemployed in low-recipiency states. The simple averages of the recipiency rates for the

The Role of UI as An Automatic Page 38 July 2010
Stabilizer During a Recession

Appendix Page 145



two groups of states in 2007 were 0.470 versus 0.193. In contrast, there is very little
difference in the average replacement rates (weekly benefits divided by weekly wages).
During 2007, the average replacement rate across the 10 high-recipiency states was 0.348

while it was 0.338 across the 10 low-recipiency states.”’

The preceding comparison of states with highest recipiency versus those with lowest
recipiency provides a convenient way to summarize state-level detail without explicitly
displaying 51 state statistics for a particular variable such as real GDP. Recall from Chart
2.2 of Chapter 2 that multiyear patterns of recipiency rates are quite stable for individual
states. Focusing upon states at the extremes of the recipiency rate distribution provides a
convenient way to highlight contrasts among the state programs. This device for

summarizing contrasts across the states will be employed later in the chapter.

4.2 Recession Simulations

In 2008-2009, the U.S. economy experienced the most serious recession of the post-
World War II years. Many observers are describing this period as the “great recession”.
The national unemployment rate averaged 10.0 percent during October-December 2009
and 16 state-level unemployment rates exceeded 10.0 percent during the same quarter.
The annual average U.S. unemployment rate (TUR) for 2009 was roughly twice its level

in 2007 (i.e., 9.3 percent compared to 4.6 percent).

While recession-related increases in unemployment have occurred in all states, the most
severe increases in unemployment and associated reductions in employment have
occurred in the states from two of the nine U.S. Census Bureau divisions, the East North
Central and Pacific divisions. Monthly unemployment rates during 2009 have averaged at
least a full percentage point and often two percentage points above the national average.
The national average unemployment rates for the two divisions were respectively 10.7
percent and 11.1 percent. Higher unemployment has most severely affected youths,

minorities, men, and those with low educational attainment.

20 High recipiency states: Alaska, Connecticut, I[daho, Massachusetts, New Jersey, Pennsylvania, Rhode
Island, Vermont, Washington D.C., and Wisconsin. Low recipiency states: Arizona, Colorado, Florida,
Mississippi, New Hampshire, Oklahoma, South Dakota, Texas, Utah, and Virginia.
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Chart 4.2 displays six time series (three pairs) of unemployment rates (TURs) from the
Economy.com state model. These quarterly data cover the seven years 2007 to 2013 and
all series are from simulations performed for this research project. The national series are
actual historic data from 2007Q1 to 2009Q2, while later periods are model-based
projections. The chart displays averages for the 10 states with highest recipiency and the
10 with lowest recipiency. The time profiles of the three steady-growth (or no recession)
series and the three recession series are very similar. In the recession series, the peak
unemployment rate is reached in 2010Q2. This quarter also has the highest

unemployment rate for 39 of the 51 state-level projections.?’

Chart 4.2. Unemployment Rates in the Recession and No Recession Scenarios,
2007Q1 to 2013Q4

Source: Simulations with the Economy.com state model. Unemployment as a percent of the labor force.

21 Of the 12 states where the highest TUR occurs in another quarter, that quarter is 2009Q4 for three,
2010Q!1 for four, and 2010Q3 for four. The other highest TUR occurs in Texas in 2011Q2.
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Note in Chart 4.2 that both 10-state average TURs are below the national average,
particularly in the low-recipiency states. It should also be noted that the TURs in the
recession simulations remain above those in the no recession simulations not just through

2013 but also for all years through 2020 (not shown).

The sizes of the real output and employment losses are noteworthy. In 2010Q2, the
quarter of peak unemployment, real GDP in the recession simulation is 7.5 percent lower
than in the no-recession simulation. Total employment during 2010Q2 in this simulation
falls 9.6 million (6.7 percent) below employment in the no recession simulation and the
TUR is more than double its no-recession counterpart (10.38 versus 4.62 percent). These
large declines in real GDP and employment help to point out the need for having a robust

Ul program to offset the recession’s negative effects on families and individuals.

While the decrease in real output during 2008-2011 is to be expected, the recession also
lowers real GDP in all later periods of the 2010-2020 decade. This impact on the growth
path arises in part from reduced business fixed investment during the recession, which
reduces the size of the capital stock. In the Economy.com model, the recession has long-

run effects on real GDP and employment as well as short-run effects.

It may be instructive to describe the size of the reductions in real GDP caused by the
recession. In 2008Q2, the downward deviation from the steady growth path projected in
2007Q4 is 0.9 percent, but it then rapidly increases to 3.5 percent at the end of 2008, 6.5
percent at the end of 2009, and 8.0 percent at the end of 2010. The downward deviation
then decreases, but only to 7.8 percent at the end of 2011 and 6.7 percent at the end of
2012. After 2012, the convergence of the recession time path towards the no recession
time path ceases. The effect of the recession on the growth path, in other words, is very
large. The deviation in real GDP between the no-recession and the recession growth paths
during the three recession-impacted years 2009-2011 averages $905.5 billion. This

represents about 7.0 percent of no-recession real GDP.
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The contrasting growth paths are strongly influenced by four changes made in the
Economy.com model between the 2007Q4 version and the 2009Q2 version. In light of
economic developments during late 2008, the changes identified below were made to the
forecasting model that had been used at the end 2007. In later discussions, the “no-
recession model” used at the end of 2007 will be termed the “2007Q4 version”, and the
“recession model” used in mid-2009 will be termed the “2009Q2 version”. Key
differences between the two models are the following.

1) The future growth rate of the labor force was reduced.*
2) The full employment unemployment rate was revised upward from 4.2 percent of
the labor force to 5.5 percent.”
3) Household savings rate was revised upward to 7.5 percent of household
disposable income, an increase from 6.5 percent.
4) The recession reduced business fixed investment, hence the size of the total stock
of machinery and equipment.
All four factors combine to produce lower growth paths for real GDP and employment
and a higher unemployment rate during the 2010-2020 decade. As a result, the post-
recession growth path of the 2009Q2 model remains substantially below the no-recession

steady growth path of the 2007Q4 model.

4.3 Regular Ul Benefits

The recession causes a large response in Ul benefit payments. Regular Ul benefits
increase noticeably in 2008Q1 and grow strongly over the next six quarters. Nominal
benefits (measured at an annual rate) increase from $39 billion in 2008Q1 to $96 billion
in 2009Q3 and 2009Q4. Thereafter regular Ul benefits decrease as the economy recovers
and unemployment moves downward. Total nominal benefits in 2010Q4 decrease to $76
billion and then to $56 and $45 billion at the end of the following two years. Measured in
real terms (deflated by the GDP deflator based on the year 2000) real benefits in 2012Q4
are $35.1 billion, roughly the same as during 2008Q2. Because the unemployment rate

*? Labor force growth in the 2010-2020 decade was reduced substantially, from 1.3 percent per year to 0.7
percent. The analysis of changing labor force participation patterns is summarized in Marisa Di Natale and
Sophia Koropeckyj, “Forecasting U.S. Labor Force Participation,” Moody’s Regional Financial Review,
(November 2007), pp 20-27.

 The change reflects an assumed increased rate of worker dislocation from jobs and reduced geographic
mobility due to the decline in the value of homes and an associated reluctance to move.
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never returns to its pre-recession level, real regular Ul benefit payments never fall below

$33 billion.

Chart 4.3 displays the quarterly time paths of real regular UI benefits and Ul taxes
(nominal values deflated by the GDP deflator) from the start of the recession (2007Q4) to
the period when unemployment stabilizes at 5.4 percent (2013Q4). Note how real
benefits increase sharply during the first three calendar quarters of 2009 and then descend
gradually after 2009Q4. By the end of 2013, real regular UI benefits have returned to
their level of early 2008. Chart 4.3 also clearly displays the response of UI taxes.
Aggregate real Ul taxes start to exceed $30 billion in 2009Q4, reach a peak above $60
billion in 2012Q2, and then start decreasing. This time pattern reflects the long (4-year)

lags in the tax rate equations discussed in Chapter 2.

Chart 4.3. Real Regular UI Benefits and Ul taxes, 2007Q4 to 2013Q4
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Source: Simulations with the Economy.com state model. Data in billions of 2000 dollars.
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The recession simulation with regular UI benefits responding to unemployment shows a
strong response in all states. Comparing the 10 states with the highest with the 10 with
the lowest recipiency rates, the percentage response of benefits is larger in states with low
recipiency. Between 2007Q3 (the pre-recession quarter) and 2010Q2 (the period of
highest unemployment) real benefits grew by 136 percent nationally (from $28.1 to $66.3
billion at an annual rate). Over the same period, the respective growth percentages for the

high-recipiency and the low-recipiency states were 113 and 232 percent.

Contributing to the increase in regular Ul benefit payouts in 2008 and 2009 is a
measurable increase in the recipiency rate as unemployment increases. Nationally the
recipiency rate increases from 0.32 in 2007Q3 to 0.39 in 2009Q3 before starting to
decline. By 2010Q2, the recipiency rate has declined to 0.32, its pre-recession level. For
the 10 high-recipiency states the increase in the recipiency rate between 2007Q3 and
2009Q3 is much smaller (from 0.47 to 0.50), and the subsequent decrease to 2010Q2 is
larger (from 0.50 to 0.42). For the 10 low-recipiency rate states, the average recipiency
rate in 2007Q3 is 0.19, growing to 0.28 by 2009Q3, and then decreasing to 0.24 in
2010Q2. On average, the negative feedback from lagged unemployment onto recipiency
in the current year is stronger in high-recipiency states when compared to the low-
recipiency states. As a result, the recipiency rate decreases more in the later periods of a

recession in high-recipiency states when compared to low-recipiency states.

Following the onset of a recession and the associated increase in benefit payouts, a
negative feedback occurs in regular Ul benefit payouts due to benefit exhaustions. Since
maximum potential benefit duration is 26 weeks in all but two states,” this negative
feedback starts to affect recipiency even before the highest unemployment rate is
reached. The simulations provide strong evidence of this negative feedback.” Nationally
the highest volume of real regular Ul benefit payouts occurs during 2009Q4, as it does
for both the 10 high-recipiency and the 10 low-recipiency states. By 2010Q2, real regular
UI payouts nationwide had decreased by 14 percent from their peak in 2009Q4 (or by

** In Massachusetts and Montana, the maximum durations are 30 and 28 weeks respectively.
25 This negative feedback is present in nearly every state. See Panel B in Table 2.2 of Chapter 2 and Table
A2 in Appendix A which displays the recipiency rate regression equations for each state.
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$10.9 billion at an annual rate). The comparable decreases in the 10 high-recipiency and

the 10 low-recipiency states were 13 and 8 percent, respectively.

The presence of regular Ul benefit payments measurably reduces the severity of the
economic downturn. To estimate the size of this effect, we compare two time paths of
real GDP:

1) A recession where regular Ul benefits respond to the decrease in real GDP and the
increase in unemployment.
2) A recession where regular Ul benefits are held constant in real terms.

Note that the second time path allows UI benefits to increase, but only in line with
changes in the GDP price deflator. Also, rather than remove all regular UI benefits and
cause a large negative effect on aggregate demand, output, and employment, this
procedure allows the component of demand coming from the volume of pre-recession Ul

benefit payments to be unchanged during the recession.

Chart 4.4 displays the three time paths for the period 2007Q4 to 2010Q2. The failure of
real output to return to the no recession time path projected by the Economy.com model
of 2007Q4 was discussed previously. This raises a question of how to project the level of
real GDP in a no-recession environment. The growth parameters in the 2007Q4 model
were more optimistic than in the recession model of 2009Q2. The simple expedient that
underlies Chart 4.4 is to assume a quarterly growth rate of 0.6 percent (2.4 percent annual
growth) and project this growth for every quarter starting in 2007Q4. This top line gives
the reader a guide to the size of the decline in output. Because the no-recession time path
is not a model-based projection, the shortfall of actual GDP from the no-recession GDP
should be viewed as illustrative of the recession-related decline in real output. The
downward deviation is large, averaging about $800 billion in 2009 and 2010. An
indication of the seriousness of the recession is that real GDP does not return to its level

of 2007Q4 until the middle of 2010.
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Chart 4.4. Three Time Paths of Real GDP, 2007Q4 to 2010Q2
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Source: Recession time paths from the Economy.com model. The no-recession time path derived at the
Urban Institute assuming 0.6 percent growth per calendar quarter. Data in billions of 2000 dollars.

Chart 4.4 shows that regular UI benefits have a stabilizing effect, with real GDP
consistently higher when real UI benefits respond rather than remaining constant.
Between 2008Q3 and 2010Q2, for example, real GDP averages $71 billion higher when

real benefits respond compared to constant real benefits.

Table 4.1 summarizes the time paths of real GDP and real regular Ul benefits from 2007
to mid-2010. Columns [1]-[3] display quarterly data on the three time paths of real GDP
shown in Chart 4.4. Column [4] shows the deviation between the stable growth scenario
and the time path where real regular Ul benefits do not respond to the recession. This

deviation averages $800 billion during 2009 and 2010.
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Table 4.1. Time Paths of Real GDP and Real Regular Ul Benefits, 2007Q1 to 2010Q2

Rest GD, | BSSLGDP, | ReslGDP, | GG | ROl | pe | Chamein | pZie) | peadion
Stable Less Ul less Regular Real Ben. Reduced by
Growth l};gular(}ﬂ RCegulztlr Iil Const. UI Const. UI Benefits zgggmg, Deviation Regular UI
[1] A e I V) [21-13] [6] i [51/17] [51/14]
[4] [51 8] 91

2007Q1 11,424 11,424 11,424 0 0 27.0 -
2007Q2 11,370 11,370 11,370 0 0 27.5 -
2007Q3 11,434 11,434 11,434 0 0 28.1 -
2007Q4 11,503 11,432 11,425 78 7 29.6 1.5 4.5 0.09
2008Q1 11,572 11,453 11,441 131 12 32.0 3.9 3.2 0.09
2008Q2 11,641 11,557 11,537 104 20 35.5 7.4 2.6 0.19
2008Q3 11,711 11,553 11,526 185 27 39.4 11.3 2.4 0.15
2008Q4 11,782 11,414 11,377 404 37 45.1 17.1 2.2 0.09
2009Q1 11,852 11,285 11,226 626 59 61.6 33.5 1.7 0.09
2009Q2 11,923 11,222 11,148 775 74 71.7 43.6 1.7 0.10
2009Q3 11,995 11,289 11,203 792 86 76.7 48.7 1.8 0.11
2009Q4 12,067 11,300 11,207 860 93 77.2 49.2 1.9 0.11
2010Q1 12,139 11,361 11,267 873 94 70.2 42.2 2.2 0.11
2010Q2 12,212 11,434 11,338 874 95 66.3 383 2.5 0.11

23?8(8221\/ 11,960 11,357 11,287 674 71 63.5 35.5 2.0 0.11

Source: Simulations with the Economy.com model. Data measured in billions of 2000 dollars. Column [1] derived at the Urban Institute.
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Two comments about the deviation in column [4] can be offered. First, note how the
deviation grows between 2008Q3 and 2009Q2. While the NBER placed the cyclical peak
in 2007Q4, the downward trajectory in real GDP gains momentum later, during the last
half of 2008. Second, the caveat about the derivation of stable growth path needs to be
repeated. This was projected at the Urban Institute and not derived from the
Economy.com model. The projection assumes the economy after 2007Q3 grows at a rate
of 0.6 percent each quarter. Readers should view the deviations in column [4] as

tllustrative.

Column [5] shows the real GDP deviation when real regular Ul benefits respond to the
recession compared to constant real Ul benefits. This deviation grows throughout the
quarters of 2008 and 2009, reaches $93 billion in 2009Q4, and averages more than $90
billion during late 2009 and 2010.

Columns [6] and [7] in Table 4.1 focus on real regular Ul benefits. The pre-recession
level (2007Q3) of $28.1 billion grows to $77.2 billion (nearly tripling) by 2009Q4. Real
regular benefits then decline to $66.3 billion by 2010Q2. Column [7] shows the increases
from the pre-recession level of $28.1 billion. This deviation reaches $49.2 billion in

2009Q4. The deviation still exceeds $30 billion in mid-2010.

Column [8] shows the ratio of the real GDP deviation attributable to UI benefits (column
[2] less column [3] or column [5]) to the deviation in real Ul benefits (column [7]). This
can be interpreted as the multiplier effect of UI benefits. For most periods, this ratio
ranges between 1.7 and 2.5. It shows the real GDP increment associated with each added

real dollar of regular UI benefits.

Note that these “multiplier” estimates are very large in the earliest periods, e.g., 4.5 in
2007Q4, but then decline to the more plausible 1.7 to 2.5 range starting in 2008Q3. Note
also that these estimates are based upon two simulated time paths from the 2009Q2
version of the Economy.com model. Readers are reminded that the results displayed in

Table 4.1 are built up from state-level detail.
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The bottom row of Table 4.1 summarizes results for the eight calendar quarters from
2008Q3 to 2010Q2. The average downward deviation of real GDP averages $674 billion
while the increment to real GDP associated with increased UI benefits averages $71
billion. The UI multiplier effect on real GDP averages 2.0 and the share of the downward
deviation in real GDP filled by responsive UI benefits averages 0.11.

One exploration into the linkage between UI benefits and aggregate demand is to trace
the evolution of real disposable income of households (RYD). This series was traced for
the two simulations summarized in columns [2] and [3] of Table 4.1. When real Ul
benefits respond to the recession, RYD is also noticeably higher compared to RYD when
real benefits are constant. The time paths of the deviations in RYD from these two
simulations strongly resemble the real GDP deviations shown in column [5] of Table 4.1.
The RYD deviations grow from $7 billion in 2007Q4 to $128 billion in 2009Q4,
averaging $122 billion during 2009Q3-2010Q2. For the same period real regular Ul
benefits were higher by an average of $44 billion. The increase in real Ul benefits

accounted for more than one-third of the increment in RYD.

To summarize, when real regular Ul benefits respond to the recession they raise the level
of real GDP measurably above the level when real benefits are constant. During the eight
quarters of 2008Q3-2010Q2, real UI benefits cause an increment to real GDP that
averaged $71 billion and reduced by about 11 percent the downward deviation in real
GDP that would have occurred had real Ul benefits not responded. The multiplier effect

of increased real benefits on real GDP averaged 2.0 during these eight quarters.

Since recipiency rates vary widely across states, it is relevant to examine the differing
state-level effects of Ul on real GDP. Table 4.2 summarizes and contrasts selected
estimates from the 10 high-recipiency and 10 low-recipiency states. This state-level
analysis with 2009Q2 Economy.com model uses selected details from individual states
that underlie the national aggregates summarized in Table 4.1. The analysis emphasizes
the effects of real regular UI benefits on real GDP and does not attempt to project real

GDP under a no-recession scenario.
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Table 4.2 summarizes these results with details in Panel A for the high-recipiency group
and Panel B for the low-recipiency group. Four features of Table 4.2 are noteworthy.
First, states in the low-recipiency group are on average larger. Their combined real GDP
is 52 percent larger.”® Second, both groups reach their real output trough in 2009Q2.
Third, the level of real Ul benefits shows a greater contrast in 2007 than in 2010. The
negative feedback from the lagged TUR (due to exhaustions and lower monetary
eligibility) is larger on average in the high-recipiency states. Thus, aggregate real benefits
in the low recipiency group are less than half of real benefits in the high-recipiency group
in late 2007, but the proportion increases to 0.70 by early 2010. The increase in real
benefits after 2007Q3 averages $7.26 billion and $5.91 billion for the two groups
respectively. Fourth, the multipliers for regular UI benefits are similar across the two
groups of states and average 1.9 and 2.0, respectively. These multipliers are similar to the
national multipliers estimated earlier in Table 4.1. The principal conclusion of this state-
level analysis is that the cyclical performance of regular UI benefit payouts exhibits a

smaller contrast than the contrast in average recipiency rates discussed in Chapter 2.

2% Their employment is 59 percent larger.
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Table 4.2. Real GDP and Real Ul Benefits in High and Low Recipiency States,
2007Q3 to 201002

Real GDP, Real Change in Real GDP
Responsive | Regular | Benefits | Deviation/ Real
UI - Cons- Ul from Ben.

tant UL Benefits 2007Q3 | Deviation[3]/[5]

Real
Real GDP, GDP,
Regular Regular

Responds UI

C
S e T 5 6]

Panel A. 10 High-Recipiency States
2007Q3 1,714.0 1,714.0 0.0 6.89 - -
2007Q4 1,712.3 1,710.9 1.4 7.23 0.34 4.3
2008Q1 1,719.2 1,716.4 2.7 7.80 0.91 3.0
200802 1,736.4 1,732.4 4.0 8.44 1.55 2.6
2008Q3 1,735.5 1,730.0 5.5 9.28 2.39 2.3
200804 1,716.3 1,708.8 7.5 10.55 3.66 2.1
2009Q1 1,700.4 1,689.0 11.4 13.54 6.65 1.7
2009Q2 1,694.5 1,679.9 14.7 15.85 8.96 1.6
2009Q3 1,703.1 1,686.2 16.9 16.78 9.89 1.7
200904 1,702.6 1,684.5 18.2 16.81 9.92 1.8
2010Q1 1,706.0 1,687.6 18.4 15.68 8.79 2.1
2010Q2 1,714.1 1,695.5 18.6 14.72 7.83 2.4
Average
08Q3-1002 | 1,709 | 1695 | 139 | 1415 | 726 1.9
Panel B. 10 Low-Recipiency States
2007Q3 2,596.8 2,596.8 0.0 3.19 - -
2007Q4 2,596.3 2,595.0 1.3 3.48 0.28 4.7
200801 2,605.9 2,603.7 2.2 3.85 0.66 3.4
200802 2,627.9 2,624.6 33 4.36 1.17 2.8
2008Q3 2,631.1 2,626.6 4.5 4.96 1.76 2.6
200804 2,600.3 2,594.4 6.0 5.77 2.57 2.3
2009Q1 2,588.1 2,578.6 9.5 8.31 5.12 1.9
2009Q2 2,578.5 2,566.5 12.0 9.88 6.68 1.8
2009Q3 2,599.2 2,585.0 14.2 11.00 7.81 1.8
200904 2,608.7 2,592.8 15.9 11.48 8.29 1.9
2010Q1 2,632.2 2,615.8 16.4 10.87 7.67 2.1
2010Q2 2,656.0 2,639.0 17.1 10.54 7.35 2.3
Average
08Q3-10Q2 | 2,612 2,600 11.9 9.10 5.91 2.0

Source: Simulations with the Economy.com model. Data measured in billions of 2000 dollars.
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4.4 Extended Ul Benefits

In December 2009, Emergency Unemployment Compensation or EUC beneficiaries
exceeded 4.0 million persons per week (more than 80 percent of the number receiving
regular Ul benefits). By April 2010 EUC beneficiaries averaged 5.2 million and exceeded
the 4.6 million recipients of regular UI.

In April 2010, the Federal-State Extended Benefits (EB) program was providing
compensation in 38 states with weekly recipients averaging more than 0.2 million. This
number was only about one-third the number of EB recipients in October 2009. Roughly
half the states in 2009 enacted temporary triggers to activate EB based on the total
unemployment rate (TUR) from the household labor force survey. These temporary
triggers are slated to expire with the expiration of the stimulus package (American
Recovery and Reinvestment Act) at which time the number of active EB programs in the

states will likely decrease to fewer than 10.

Our simulations combine EUC and EB into a single extended benefits estimate. At the
time the simulations were specified, quarterly data existed from 2008Q3 through
2009Q3. For each state-quarter observation, EUC plus EB weeks compensated was
expressed as a proportion of regular UI weeks. Since weekly benefits for these programs
are based on regular UI weekly benefits, we assumed the increase in payments due to
extended benefits matches the proportional increase in weeks compensated from the two

extended benefit programs.

Other important assumptions for the combined extended benefits program were that the
proportions of weeks compensated for both EUC and EB in 2009Q3 were assumed to
hold during 2009Q4. Then a phase-down period was assumed during the first half of
2010. The combined extended benefit proportion in each state during 2010Q1 was
assumed to be two-thirds of its proportional size during 2009Q3, and one-third during
2010Q2. For the later quarters of 2010, the combined extended benefits proportion was

assumed to be zero. While this ignores the 11 states with permanent TUR triggers and
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associated payments, these 11 states are generally small with modest aggregate
importance.?’ The simulations also do not include the further extensions of EUC and EB
eligibility in 2009 and 2010 that were enacted between November 2009 and April 2010.
By assuming a phase-down in early 2010, the simulated payouts of both EUC and EB

understate actual payouts in 2010.

In examining the combined effects of EUC and EB, it should be noted that neither
program has exhibited a truly automatic response to higher unemployment as has the
regular Ul program. Federal legislation in 2008, 2009, and 2010 created and then
extended the EUC program and greatly expanded the scope of EB. In contrast, the
increases in regular Ul benefit payments have occurred automatically without any need
for legislation. While we acknowledge this distinction, all three aspects of UI have been
providing cash benefits to large numbers with unemployment. The simulations that
include EUC and EB benefits assume these benefits have the same kinds of effects on
household income and spending as regular UI benefits. For the two extended benefit

programs, the added payouts are assumed to occur between 2008Q3 and 2010Q2.

Extended benefits from EUC and EB combined are substantial. During the third and
fourth quarters of 2009 they were assumed to add some 74 to 75 percent to regular Ul
benefit payments and some 49 to 50 percent during 2009Q2 and 2010Q1. Under the
statutes operative before November 2009, these benefits were scheduled to phase-out

during the first half of 2010.

Chart 4.5 adds combined extended benefits to the display shown previously in Chart 4.3.
As in Chart 4.3, all variables are measured in billions of 2000 dollars. The chart vividly
illustrates how responsive the combination of regular plus extended benefits was during
2009Q3 and 2009Q4 when their total approached $135 billion. The total increase in real
benefits for these two periods vis-a-vis 2007Q3 exceeds $100 billion. Note that taxes in
Chart 4.5 refer only to the state taxes that support regular Ul benefits. In effect, the

" The eleven are Alaska, Connecticut, Kansas, New Hampshire, New Jersey, New Mexico, North Carolina,
Oregon, Rhode Island, Vermont, and Washington. In 2008 they represented 13.6 percent of Ul
employment.

The Role of UI as An Automatic Page 53 July 2010
Stabilizer During a Recession

Appendix Page 160



simulations assume EUC and EB benefits are funded as a part of the overall federal

budget deficit.

Chart 4.5. Real Ul Benefits and Taxes, 2007Q4 to 2013Q4 (Sbillions)
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Source: Simulation results with the Economy.com model. Data in billions of 2000 dollars.

To estimate the effects of extended benefits, the time paths of two simulations are
compared, one with just real regular Ul benefits and one with total (regular plus
extended) UI benefits.?® Table 4.3 summarizes the findings with columns [1], [2] and [3]
showing real GDP and column [4] showing real combined extended benefits. Finally
column [5] again displays a multiplier, the response of real GDP to the payment of real

extended benefits.

Four features of Table 4.3 are noteworthy. First, extended benefits have measurable
effects on real GDP. The largest effects occur during 2009Q3 and 2009Q4, but the total
increase in real GDP averages more than $55 billion between 2008Q3 and 2010Q2.
Second, in the eight quarters when these benefits are paid (column [4]), they grow rapidly

%8 Both simulations included UT taxes that respond to changes in regular Ul benefits.
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and then decrease rapidly. Note that the decrease in 2010 is partly a result of assumptions
about a phase-down made in late 2009 before the recent extensions of EUC and EB. Real
benefits during 2010Q1, for example, totaled $65 billion (in 2000 dollars measured at
annual rates) not $33.8 billion. Thus, real extended benefits are substantially understated

during 2010Q1 and 2010Q2.

Table 4.3. Real GDP and Real Extended Benefits, 2008Q1 to 2010Q2

Real
Real GDP,
GDP, Real Effect of Real GDP
With GDP, No Extended Real Deviation/Real
Extended | Extended | Benefits = | Extended | Ext. Benefits
Benefits Benefits [1]-[2] Benefits = [3]/[4]
(1] 2] 3] [4] [S]
2008Q1 11,454 11,454 0.0 0.0 0.0
2008Q2 11,558 11,558 0.0 0.0 0.0
2008Q3 11,577 11,555 21.8 14.5 1.5
2008Q4 11,442 11,416 26.4 15.7 1.7
2009Q1 11,325 11,287 38.8 23.7 1.6
2009Q2 11,277 11,222 54.9 35.1 1.6
2009Q3 11,368 11,287 81.7 56.3 1.5
2009Q4 11,381 11,291 90.1 56.3 1.6
2010Q1 11,424 11,346 77.9 33.8 2.3
2010Q2 11,484 11,418 66.2 15.7 4.2
Average
08Q3-10Q2 | 11,410 11353 | 572 | 314 2.0

Source: Simulation results with the Economy.com model. Data in billions of 2000 dollars.

Having a payment apparatus already in place (the administrative facilities of the state Ul
programs) permits a rapid build-up and rapid decrease in extended UI benefits. Third, the
model suggests the multiplier for real extended benefits is somewhat smaller than for
regular UI benefits, but the difference is modest. The average in Table 4.1 was estimated
to be 2.0 and in Table 4.3 it is also 2.0. While the smallest “multiplier” in column [§] of
Table 4.1 is 1.7, the smallest multiplier in column [5] of Table 4.3 is 1.5.

Extended benefits provide an important addition to total benefit payments in all states
during the 2009Q2-2010Q1 period. Total simulated EUC plus EB payouts represented 61

percent of regular Ul payments during these four quarters. For the 10 high-recipiency and
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the 10 low-recipiency states the corresponding increases were 59 and 67 percent,
respectively. Measurable additions to disposable income, especially during these four

quarters, were present in all states.

To summarize, the payment of extended benefits has helped to sustain real GDP during
the “great recession” and estimates from the model suggest a per-dollar effect on real
GDP is about the same as the effect of regular UI benefits. The positive effect of
extended benefits during 2008Q3-2010Q2 raised real GDP by an average $57 billion per
quarter while regular program benefits raised real GDP by $71 billion over the same

period. Regular and extended benefits both operated to cushion the falloff in real GDP.

4.5 The Effects of UI Taxes

The regular UI programs in the states are financed with employer payroll taxes. Over
long periods these taxes roughly match regular UI benefit payments. Between 1990 and
2008 regular UI benefits and Ul taxes averaged about 0.75 percent of the payroll of
taxable employers. While UI benefits directly increase household disposable income, Ul
taxes add to costs for covered employers.”’ In the Economy.com model UI taxes add to

the cost of doing business and reduce real output and employment.

The approach for estimating the effects of Ul payroll taxes is to compare two simulated
run streams. The first simulates real GDP and other macro variables when Ul benefits
and taxes respond to an increase in recession-related regular UI benefit payments. The
second simulates variables when benefits respond to the recession but Ul taxes remain
constant in real terms. In the first of this pair of simulations, Ul taxes respond with a lag
as summarized previously in Charts 4.3 and 4.5, and described in Chapter 2. In the

second, Ul taxes only grow as the GDP deflator increases.

** The effect of UI payroll taxes on employer labor costs involves an issue of tax incidence. To the extent
that employers can shift the burden backward onto money wages, the actual incidence (or tax burden) falls
on covered employees. Regardless of the incidence of the tax, UI financing imposes costs and offsets some
or all of the positive effects of UI benefit payments.
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Table 4.4 summarizes details on real GDP and real Ul taxes for the 4 years 2007 to 2010.
Columns [1] and [2] respectively display model estimates of real GDP with real Ul taxes
responsive to the recession and real taxes constant. Column [3] shows the difference, an
estimate of the effect on real GDP when UI taxes respond. Note in 2007 and 2008 the
effect of Ul taxes is positive indicating that real GDP was slightly higher when real taxes
declined (rather than being held constant). Taxes decreased slightly in 2007 and 2008 in
response to earlier financing developments. Recall that the tax rate functions in the model
have current year taxes determined by a 4-year lag on benefits. Columns [4] and [5] next
display two tax series, respectively taxes responsive to higher benefit payouts and
constant real taxes and their difference in column [6]. Note the relatively long tail on the
tax response. A measurable tax response is first observed in 2009Q4, and the effect on
real GDP first exceeds $10 billion in 2010Q1. The aggregate time profile of the tax
response was displayed previously in Charts 4.3 and 4.5. Note also in Table 4.4 that the
average tax multiplier (-1.4 in column [7]) is smaller in absolute value than the average

multipliers for regular UI (2.0) and extended benefits (2.0).

The long, 4-year lag on the tax response means that the short run effect of the UI program
during a recession operates almost totally through increases in benefit payouts. Thus the
offsetting contractionary effects of taxes typically occur after the economy has started to
rebound. In the simulations summarized here, real Ul taxes exceed $40 billion in all
quarters from 2010Q2 through 2015Q1. They reach a peak in 2012Q2, nearly three full
years after the peak in benefit payouts of 2009Q3 and 2009Q4.
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Table 4.4. The Effect of UI Taxes on Real GDP, 2007Q1 to 2010Q2

Real GDP Real Real GDP Change in

Reg Ben. | GDP, Reg | Effectof | Real Ul | Real Ul Real

& Taxes Ben. but | Higher Ul Taxes Taxes Regular UI Real GDP

Respond Tax Taxes=[1]- | Respond | Constant | Taxes=[4]- | Deviation/Real Tax

[1] Constant [2]13] [4] [5] [5]1[6] Deviation=[3]/[6][7]

2007Q1 11,424 11,424 0 25.8 25.8 0.0 -
2007Q2 11,370 11,370 0 26.0 26.0 0.0 -
2007Q3 11,434 11,434 0 26.2 26.2 0.0 -
2007Q4 11,432 11,432 0 25.1 26.0 -0.84 -0.5
200801 11,454 11,453 1 24.3 26.0 -1.68 -0.5
2008Q2 11,558 11,557 1 23.8 26.2 -2.32 -0.6
2008Q3 11,555 11,553 2 23.2 26.0 -2.77 -0.6
2008Q4 11,416 11,414 2 24.6 25.8 -1.22 -1.3
2009Q1 11,287 11,285 2 24.9 25.7 -0.80 -2.1
2009Q2 11,222 11,222 0 25.9 25.9 -0.01 -
2009Q3 11,287 11,289 -3 27.2 26.1 1.10 -2.5
2009Q4 11,291 11,300 -9 31.3 26.2 5.10 -1.8
2010Q1 11,346 11,361 -15 36.9 26.4 10.49 -1.4
2010Q2 11,418 11,434 -15 41.0 26.6 14.46 -1.1
2008Q3 -
2010Q2Av. 11,353 11,357 -5 29.4 26.1 3.29 -1.4

Source: Simulations with the Economy.com model. Data in billions of 2000 dollars.
4.6 The Net Effect of the UI Program

The net effect of Ul on real GDP and other macro variables is the sum of three
components: The effect of regular Ul benefits, the effect of extended benefits, and the
effect of Ul taxes. This chapter used the Economy.com model to explore each of these

three components.

Table 4.5 summarizes the findings. Column [1] shows a projected time series of real GDP
with constant benefits and taxes that extends to 2010Q2. Columns [2], [3] and [4] then
show estimated effects of regular UI benefits, extended benefits (EUC plus EB) and UI
taxes respectively. Note that the effects of the financing of EUC and EB are not
considered in this analysis. Column [5] adds the three effects to yield a total estimated

effect of UL The bottom line in Table 4.5 shows averages during 2008Q3-2010Q2.
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The UI tax and benefit provisions added to the Economy.com model respond to the
recession as anticipated. Large increases in both regular Ul benefits and extended
benefits were simulated. Charts 4.3 and 4.5 show a strong lagged response of Ul taxes
following the “great recession”. Maximum real tax revenue is achieved in 2012Q2, three
years after the trough of the recession. The UI relationships included in the model

accurately track the actual patterns of Ul benefits and taxes.

The behavioral relations in the model are state-level relations. The state-level findings
related to Ul benefits and taxes are plausible and yielded one surprise. Recipiency rates in
the regular UI program vary widely across states. Comparisons of the 10 with highest
recipiency with the 10 with lowest recipiency showed that the former group had a
recipiency rate more than twice that of the low recipiency group. The respective
recipiency rate averages in 2007 were 0.47 and 0.19, more than a 2 to 1 ratio. The
differences in recipiency rates did not translate into comparable differences in stabilizing
effects. This high-low differential was closer to 1.5 to 1, whereas the recipiency rate
differential was more than 2.0 to 1. The explanation appears to be the stronger negative
feedback of lagged unemployment in the high-recipiency states. This finding should be

pursued with additional analysis.
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Table 4.5. Net Effect of UI Program on Real GDP, 2007Q1 to 2010Q2

Real GDP, Real GDP, Real GDP, Real GDP Net Effect
UI Benefits Effect of Effect of Effect of’ of UI
& UI Taxes Regular Extended UI Taxes Program
Constant Ul Benefits | UI Benefits (4] = [2]+[3]+[4]
1] 2] 3] [5]
2007Q1 11,424 0 0 0 0
2007Q2 11,370 0 0 0 0
2007Q3 11,434 0 0 0 0
2007Q4 11,425 7 0 0 7
200801 11,441 12 0 1 13
2008Q2 11,537 20 0 1 21
2008Q3 11,526 27 22 2 51
20080Q4 11,377 37 26 2 65
2009Q1 11,226 59 39 2 99
2009Q2 11,148 74 55 0 129
2009Q3 11,203 86 82 -3 165
2009Q4 11,207 93 90 -9 174
2010Q1 11,267 94 78 -15 157
2010Q2 11,338 95 66 -15 146
2008Q)3 -
201002 Avg. 11,287 71 57 -5 123

Source: Simulations with the Economy.com model. Data in billions of 2000 dollars.

Three features of Table 4.5 seem especially noteworthy. First, in this recession, extended
UI benefits play an important role in stabilizing real GDP. Their effect on real GDP
during 2008Q3-2010Q2 was $57 billion compared to an average of $71 billion for the
regular UI benefits. Second, all three aspects of the Ul program affect real GDP. Given
the lags in the financing of regular UI benefits, however, the negative effects of Ul taxes
commence only in late 2009 and peak only in 2012. After the onset of a recession, regular
UI financing does not immediately offset the positive effects of Ul benefits. Third, the
combined effects of regular UI and extended benefits are substantial. During 2008Q3 -
2010Q2 their combined stimulative effects average $123 billion or more than one percent

of real GDP.*°

30 The estimates derived from the Economy.com model refer to the marginal effect of increased UI benefits.
Recall that $28.1 billion of real regular Ul benefits do not enter the estimates summarized in Table 4.5.
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4.7 The Stabilizing Effect of Unemployment Insurance

The simulations with the Economy.com model show a clear stabilizing effect of UI
benefits. The following paragraphs address some basic questions about the program’s
performance as an automatic stabilizer. It presents two sets of estimates of the stabilizing
effect of Ul Both can be used to describe the stabilizing effect. But, first there is a prior

question of what indicator should be used to assess the program’s stabilizing impact.

Previous research supported by the U.S. Department of Labor (Chimerine, et. al. (1999)
and Dunson, et.al. (1991)) focused on employment as well as real GDP. A review of
these two aggregates during the present downturn shows that they have not followed
identical time paths. Chart 4.6 traces real GDP and total employment from 2007Q3 to
2010Q4. All series are indexed at 100.0 in 2007Q3. The no-recession projection (made at
the Urban Institute) discussed earlier in Table 4.1 is shown as real GDP Index 0. The
next three GDP series are respectively: Real GDP with real taxes and benefits held
constant (Index 1), real GDP with regular benefits and UI taxes responding (Index 2), and
real GDP with real regular benefits, extended benefits (EUC plus EB) and taxes
responding (Index 3). Chart 4.6 also depicts three employment indices with the same
references to U, e.g., Index 3 has regular benefits, extended benefits and UI taxes all
responding. Since the tax response is delayed into late 2009, the deviations of the Index 2

and Index 3 series from the Index 1 series is almost totally the effect of UI benefits.

Chart 4.6 provides a convenient summary of the scale of the recession in the deviation
between the three cyclical GDP series and the steady growth series. Under steady growth
of 0.6 percent per quarter, the real GDP Index 0 series reaches 108 by 2010Q4, or 6.0 full

index points above the highest of the 3 cyclical real GDP series.’

31 The analogues index for 2010Q4 is 111 under the more optimistic 2007Q4 Economy.com model.
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Chart 4.6. Alternative Indices of Real GDP and Employment,
2007Q3 to 2010Q4
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Source: Based data on simulations with the Economy.com model. All series equal 100.0 in 2007Q3.

A second obvious feature in Chart 4.6 is the sharp contrast in the time profiles of the
three recessionary real GDP projections versus the three employment projections. Real
GDP increases modestly after 2007Q3 and does not turn down until 2008Q4. All three
real output series reach a trough in 2009Q2 and then start to recover. By 2010Q4, all
three cyclical real GDP indices exceed 100. Real output has returned to its pre-recession
level. In contrast, employment starts to decrease in late 2008 but does not reach its trough
until the first and second quarters of 2010. The contrasting patterns of real output and
employment probably are specific to the “great recession” of 2008-2009. Other
recessions would likely have real output and employment patterns that are more closely
parallel. Because real GDP and employment have quite different time profiles, measures
of the stabilizing effect of Ul could yield different results in an analysis that emphasizes

both measures. This analysis focuses on the time path of real GDP.
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A third feature of Chart 4.6 is the clear effects of Ul on real output and employment. The
regular Ul program has a positive effect and extended benefits have a measurable

additional effect.>? How should these effects be described?

To measure the stabilizing effect of the UI program, at least two measures could be
considered.
Measure 1. Calculate the total deviation (shortfall) of actual GDP from steady
growth GDP. Note in Chart 4.6 that such measures can be calculated for each
calendar quarter after the onset of the recession as well as the average over a
longer period, e.g., 2008Q3-2010Q2. The effects of Ul estimated from such
measures are proportions of the gap between steady growth path and no-UI-

program path that is closed by UL

Measure 2. Calculate a peak-to-trough change in real GDP for two periods and
calculate the effects of UI on real output for the same two periods. The effects on
GDP due to UI will be some proportion of the change in real GDP between the

two periods.

Panel A of Table 4.6 displays a series of estimated gap-closing proportions based on the
results from Tables 4.1 and 4.5. The steady growth path is the same path that appears in
column [1] of Table 4.1, steady growth of 0.6 percent per quarter. Panel A uses this
steady growth series to estimate the downward deviation from potential when real Ul
benefits and taxes are held constant (column [4] in Table 4.1). The gap-closing
proportions for the full UI program are shown in column [9]. These range between 0.094
and 0.273 (the quarter EUC started), and averaged 0.183 for the 2008Q3-2009Q2 period.
Note that both regular UI benefits and extended benefits contribute important elements in

closing the gap while Ul taxes are unimportant.

2 While the text of the report emphasizes the effects of the UI program on real GDP, simulated effects on
employment can also be noted. In 2009Q2, the trough quarter, real regular Ul benefits raised total
employment by 1.050 million while extended benefits caused an additional employment increase of 0.748
million and UI taxes had a negligible effect (a reduction of 0.002 million). During the eight quarters from
2008Q3 to 2010Q2, the estimated average effects on employment were real regular UI benefits (+0.891
million), real extended benefits (+0.714 million), and real UI taxes (-0.015 million).
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The peak-to-trough calculations in Panel B show larger proportional gap-closing effects
of UL This exercise obviously depends upon the choice of the peak and the trough. It was
previously noted that all real GDP series reached their trough in 2009Q2. The peak
selected was 2008Q2 because real GDP was higher than in the NBER-established peak of
2007Q4. In the Panel B comparison, the Ul program is estimated to close 0.277 of the

gap with regular benefits and extended benefits making equal contributions.

In general, a peak-to-trough comparison of the type displayed in Panel B would be
expected to yield larger estimates of the gap-closing effects of the UI program. The
reason for this is that the peak-to-trough calculation would presumably use actual GDP
for two historic periods as peak and trough. This selection would omit the growth in
potential GDP between the peak period and the trough period. The omitted growth factor
would be larger as the time interval between the peak and the trough is longer. Note in
Table 4.6 that the decline in real GDP (column [1]) is estimated at $391, while in Panel A
the deviation from steady growth increased from $104 billion in 2008Q2 to $775 billion
in 2009Q2, an increase of $671 billion. The understatement of the loss of real GDP ($391
billion in Panel B versus $671 billion) would generally lead to an overstatement of the

proportional stabilization provided by the UI program.

Linking the preceding to earlier literature, two final comments can be offered. First, the
concern expressed by Dunson, et al. about the declining importance of Ul as a stabilizer
does not extend to the “great recession” of 2008-2009. Early intervention with expansive
EUC and EB caused these extended benefits to add a large element to the stabilization
effect of Ul. Second, as signaled by the real GDP and the employment projections of
Chart 4.6, the labor market of 2010 continues to have very high unemployment. The
annual TUR for 2010 may well exceed the 9.3 percent TUR of 2009. In this environment,
there will be continuing pressures to provide extended benefits to exhaustees. It is likely
that extended benefits will continue to rival in importance regular Ul benefits as a

stabilizing element of the Ul program.
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Extended benefit payments (EUC plus EB) in 2009 totaled $49 billion and represented
0.35 percent of GDP. Across the span of 53 separate years that extend back to 1958, there
was an extended benefits program active in at least part of 28 separate years. For these 28
years the extended benefits-to-GDP percentage was highest in 2009. Extended benefit
programs in 1975 and 1976 had next-highest percentages at 0.28 percent of real GDP in
both years (recall Table 1.1). The EUC and EB programs have continued to receive
extensions in 2010, and, at least through April 2010, have continued to serve more than 5
million claimants per week. Consequently, a large gap-filling effect of the UI program

can be anticipated for 2010 with both regular UI and extended benefits being important.
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Table 4.6. Summary: Estimated Stabilizing Effect of Unemployment Insurance on Real GDP

portion of Gap Closed by
Deviation

fi
rom Regular Extended Total UI Regular Extended Ul Total UI

Steady Ul Benefits UI Taxes | Program UI Benefits Benefits Taxes | Program
Growth | Benefits [4] [2+3+4] [2)/11] [31/11] [4]/11] [51/11]

1] 2] Bl 5] [6] 7] 8] [9]

Panel A. Estimated Effects on Real GDP by Calendar Quarter
2007Q4 78 6.92 - 0.42 7.34 0.089 - 0.005 0.094
2008Q1 131 12.44 - 0.91 13.35 0.095 - 0.007 0.102
2008Q2 104 19.53 - 1.34 20.87 0.187 - 0.013 0.200
2008Q3 185 27.19 21.82 1.66 50.67 0.147 0.118 0.009 0.273
200804 404 36.74 26.40 1.54 64.68 0.091 0.065 0.004 0.160
2009Q1 626 58.56 38.80 1.69 99.05 0.094 0.062 0.003 0.158
2009Q2 775 74.29 54.89 -0.01 129.17 0.096 0.071 0.000 0.167
2009Q3 792 86.15 81.68 -2.70 165.13 0.109 0.103 -0.003 0.209
2009Q4 860 93.46 90.11 -9.23 174.34 0.109 0.105 -0.011 0.203
2010Q1 873 93.86 77.90 -14.56 157.20 0.108 0.089 -0.017 0.180
2010Q2 874 95.36 66.21 -15.44 146.13 0.109 0.076 -0.018 0.167
2008Q3 -
2010Q2 Av. 674 70.70 57.23 -4.63 123.30 0.105 0.085 -0.007 0.183
Panel B. Estimated Effects on Real GDP — Peak-to-Trough

Peak 08Q2 11,537 19.53 - 1.34 20.87
Trough 09Q2 11,146 74.29 54.89 -0.01 129.17
Change -391 54.76 54.89 -1.35 108.3 0.140 0.140 -0.003 0.277

Source: Based on simulations with the Economy.com model. Real GDP in billions of 2000 dollars.

The Role of UI as An Automatic Page 66 July 2010
Stabilizer During a Recession

Appendix Page 173



4.8 Summary

This chapter has described the results of simulations with the Economy.com model.
Several conclusions can be drawn from the analysis. First, state-level detail regarding
regular Ul benefits, extended benefits and UI taxes was successfully added to the
Economy.com model. State as well as national estimates of UI benefits and taxes were
developed and the resulting summary statistics were plausible. Benefits respond strongly
to increased unemployment and Ul taxes respond strongly (but with a long lag) to
increases in regular Ul benefit payouts. National summaries and summaries from 10
high-recipiency and 10 low-recipiency states showed that state-level Ul variables were

successfully added to the Economy.com forecasting model.

The simulations that explored the effects of the Ul program on the macro economy
yielded plausible results. The regular Ul program provided measurable gap-filling
stabilization to the economy during 2008-2010. Real regular UI benefits reduced the
decline in real GDP during 2008Q3-2010Q2 by 0.105. Extended benefits had a slightly
smaller effect with a gap-filling proportion of 0.085 for the same period. Due to lags in
experience rating, the tax responses were considerably delayed. Chart 4.3 provided a
good visual summary of the lagged tax response. Through the second quarter of 2010, the
offsetting effects of Ul taxes were small, but they will assume increasing importance in

years after 2010.

The results of the simulations presented in this paper suggest the following:

1) The size of the stabilizing effect of Ul during 2007-2010 was larger than
found in previous research. This is partly due to the unusually large scale of
extended benefits payouts in the “great recession”.

2) The feasibility of conducting analysis at the state level is supported by the
findings. Somewhat surprisingly the stabilizing effects of UI in 10 low-

recipiency states was estimated to be about 70 percent of the stabilizing
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effects in 10 high-recipiency states. The surprising finding is that a relative
stabilizing effect of 70 percent occurred even though the underlying
recipiency rate in low-recipiency states was less than half of that in high-
recipiency states, e.g., respective pre-recession recipiency rates of 0.19 versus
0.47. Stronger negative feedback from lagged unemployment is present in the
high-recipiency states so that recipiency increases less and decreases faster as
states go through the recession when compared to the low-recipiency states.

3) The per-dollar effects of Ul taxes have been presumed to be smaller than the
effects of UI benefits. The simulations of this project supported this
presumption with the average tax multiplier estimated to be -1.4 compared to

2.0 for regular UI benefits, and 2.0 for extended benefits.
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CHAPTERSS.
CONCLUSION

A primary objective of the state unemployment insurance (UI) program is to provide
automatic or built-in stability to the macro economy. The present project has used the
Economy.com model to examine the performance of Ul as an automatic stabilizer. The
analysis was conducted for individual states with national estimates derived by summing

the results from 51 separate state economies and Ul programs.

The analysis developed state-level detail to describe Ul benefit payments and taxes.
Benefit payments were estimated based on regression equations that described the
recipiency rates and replacement rates for the regular UI program in each state. Taxes
were estimated using state-level regression equations to explain average tax rates as a
percent of total Ul-covered payroll. Proportional adjustments were then applied to the
average statewide tax rate to estimate tax rates for 19 detailed industries. Chapter 2 and

Appendix A provided details of the state-level benefit and tax relationships.

These relationships were imbedded into the Economy.com model. Details of the model
were given in Chapter 3 and Appendix B. The enhanced model was then used to simulate
macroeconomic performance and the stabilizing role of the state UI program during the
“great recession” of 2008-2009. Simulations were undertaken that yielded state and
national detail. While the simulations extended to 2020Q4, primary attention focused on
economic performance during 2007-2010. Chapter 4 summarized the results of the

simulations.

The simulations yielded two sets of conclusions. First, the behavioral relations describing
Ul benefits and taxes yielded sensible findings about the response of benefits and taxes to
the recession. National summaries showed a large response of regular Ul benefits,

extended benefits, and UI taxes. The tax response occurred with a long (4-year) lag with
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effects that extended over several years following the cyclical peak in benefit payments

0f 2009-2010. In fact, maximum tax revenues occurred in 2012Q2.

Second, the state-level detail built into the simulation model allowed one to study the
contrast in the response of benefit payments in high-recipiency states relative to low-
recipiency states. Vivid contrasts in the scale of UI benefit payments relative to real GDP
were documented in Chapters 2 and 4. Primarily due to differences in state-level
recipiency rates, Ul benefits constitute a much larger share of real GDP in some states
than in others. The state-level contrasts extend over regions with high recipiency
concentrated in New England and Middle Atlantic States (6 of the 10 with the highest
recipiency rates) and low recipiency concentrated in states in the South and Rocky
Mountains (8 of the 10 with the lowest recipiency rates). This analysis documented these

contrasts and embedded them into the Economy.com model

The average multiplier effects of real Ul variables on real GDP were plausible and higher
for regular (2.0) and extended benefits (2.0) than for real Ul taxes (-1.4). Given the long
lags in the tax response, measurable negative effects of increased Ul taxes will extend

from 2010 into several later years.

The analysis of the stabilizing performance of the Ul program yielded generally plausible
results. The stabilizing effect of the regular UI program was estimated to close about one-
tenth of the real GDP shortfall caused by the recession. Extended benefits also played an
important stabilizing role. Because of lags that reflect experience rating, the response of
UI taxes was delayed with little increase in UI taxes occurring in 2009 and 2010. For the
three separate components of Ul, the proportional gap-closing effects of the program
during 2008Q3-2010Q2 were as follows: Increased regular Ul benefits = 0.105, extended
benefits = 0.085, and increased UI taxes = -0.007. On average, the UI program closed
0.183 of the gap in real GDP caused by the recession. For this particular recession, the Ul

program has provided stronger stabilization of real output than in many past recessions.
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