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Today’s Agenda

Introductions
Unemployment Basics

Ul Cost Control Program
Claims Management
Evaluation of Policies
Disciplinary Documentation
Protests/Hearings
Auditing

Hints and Tips
Conclusion

&6/6-332




Today’s Issues

Problems for employers are ....
US economic climate = increased employer Ul costs.
Federal and State Ul Extensions = longer claims.

Ul charges > employer Ul taxes paid = insolvent Ul trust funds.

These issues are leading to ....

States raising benefit amounts, Ul tax rates, and payment
multipliers without regard for how to fund them.

Estimates are that Ul costs to employers may triple over the
next 10 years.
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Unemployment trends

Average Unemployment Rate 1984 to 2009

The U.S. is seeing the highest
average unemployment rates
since the mid 1980’s.

This number is only expected
to rise for the next couple of
years as the economy
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Average Ul Claim Duration 1984 to 2009

The average duration of an
unemployment claim is
nearing record heights.

This numbers correlates
directly to increased employer
Ul costs.
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Ul Trust Funds

Insolvent: these states have trust
funds that borrowed from the Fed
Loan Fund to sustain Ul payments.

California, Indiana, Kentucky,
Michigan, New York, North Carolina,
Ohio, South Carolina

Nearly Insolvent. these states have
less than six months of Ul payments
in their trust fund.

Alaska, Idaho, Missouri, New Jersey,
Pennsylvania, Rhode Island,
Wisconsin.

&6/6-332

Less than Solvent: these states
have less than 12 months of Ul
payments in their trust funds.

Alabama, Connecticut, Florida,
Georgia, lllinois, Massachusetts,
Minnesota, Tennessee, Texas.

Barely Solvent: these states have
less than 18 months of Ul payments
in their trust funds.

14 states are nearing this level of
solvency and will likely reach it if the
recovery to the economy lasts into
2010 or later.




Why should employers care?

1 in 4 Ul charges to employers are incorrect.

25 percent are due to fraudulent activity by the claimant (the rest are due
to claimant, employer, and/or agency errors).

Employers only win about 50% of the cases they protest.

Losing claims that should be won increases charges and subsequently
the taxes to employers.

The average overcharge can cost employers up to
$14,000 dollars in increased Ul taxes over time.

The average Ul claim costs employers about $7,500

dollars in Ul charges.

In Michigan, the maximum cost to an employer for a 26 week claim is
$9412.

&6/6-332




As an employer, how do you
keep your Ul costs from going

sky high?




What do employers need to know.

Unemployment Basics

How are my Ul taxes calculated?
“Experience rating”.

What factors affect my tax rates?
Ul claims management (claims, protests, and charges tracking).
Policies and procedures (general and Ul related).
Documentation (developmental, disciplinary, and Ul related).
Protests and hearings.
Auditing (claims, protests, and charges).
Follow up.

How do | improve those factors affecting my tax rates?

Training (improving knowledge and practices).
Constant re-evaluation of your program.
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Unemployment Basics
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Initial protest.
Redetermination.
Hearing.

Board of Review
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What is a base period?




How are my Ul taxes calculated?

What is experience rating and
how does it affect my Ul tax
rate?

Experience rating = taxing
employers based on their Ul
performance.

Their Ul charges and payroll over a
period of time (in Michigan =5
years).

Poor Ul cost management will
“haunt” you in subsequent years.

Poor claims management on a yearly
basis will cause an employer to pay
increasingly higher Ul tax rates.
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Michigan’s Ul Tax Rate.

Chargeable Benefits Component.

Based on employer “Ul experience” over the previous 60
months (Ul charges and employer payroll).
Up to a maximum of 6.3 %.

Account Building Component.
Based on employer “Ul experience” over the previous 12
months (Ul charges and employer payroll).

Up to a maximum of 3.0 %.

Non-chargeable Benefits Component.
Supports the Non-chargeable benefit account.
Up to a maximum of 1.0 % (averages about 1.0%).
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More Michigan Ul Tax Info

(SUTA) State Unemployment
Tax

Tax rate
minimum maximum
.06 % 10.3 %

Taxable wage base

Ul tax paid on the first $9,000.00
of earnings/ employee.

Employer pays between $54 and
927.00/employee.

&6/6-332

(FUTA) Federal Unemployment
Tax

Tax rate

6.2% of first $7,000.00 of
per employee.

payroll

Employer receives a 5.4% credit
on FUTA tax rate for timely
payments.

Net rate .08%.

If employer does not pay quarterly
FUTA payment on time, the 5.4%
credit is eliminated.




Sample Tax Calculations

Employer A Employer B

200 employees. 1,000 employees

6.5 % tax rate 6.5 % tax rate

$9,000.00 (taxable wages)  $9,000.00 (taxable wages)
$117,00.00 (Ul taxes) $585,000.00 (Ul taxes)

1% tax rate reduction = $18,000 1% tax rate reduction = $110,000
In savings on Ul taxes. In savings on Ul taxes.

How can employers reduce their tax rates?
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Ul Tax Rate Factors?

These are all areas that have a significant effect on my
Ul tax rates.

Ul claims management (claims, protests, and charges tracking).
Policies and procedures (general and Ul related).
Documentation (developmental, disciplinary and Ul related).
Protests and hearings.

Auditing (claims, charges, and protests).

Follow up.

Failure to pay attention to these areas can cause a
significant increase to your Ul tax rates.
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How do | improve those factors
affecting my Ul tax rate?

Improving your Ul knowledge, policies/procedures, and
documentation through training will help you to more
effectively control your Ul costs.

Elevate your basic Ul knowledge to provide a frame of reference for
further training and to better illustrate the need for controlling Ul costs.

Utilize an effective database software tool to track and audit your Ul
claims, protests, and charges.

Focus on specific factors that affect Ul tax rates to give you the
knowledge and processes to begin controlling those factors.

Evaluating your Ul processes will allow for consistent follow up on their
effectiveness and give you the opportunity to improve them.
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Top reasons claims are lost

Poor Documentation.

Without proper documentation, you have no evidence to support your
employment decisions and will lose your protest.

Poor Policies and Procedures.

Ul claim decisions are made based on Ul law not employer policies.
Policies and procedures should closely mirror Ul law where possible.

Poor claims management.

Without a good claims management system in place, deadlines get
missed, protests are not audited, charges go un-credited, etc.

Lack of Ul knowledge.

Employers who take the time to learn the Ul system are more successful
at lowering Ul costs.
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Ul claims management

To truly control your Ul costs,
you must improve your claims
management process.

Using a form of Ul claims
management program (database) to
track and audit claims, protests, and
charges.

Individual spreadsheets or paper systems
leads to extra work, confusion, and missed
opportunities to lower costs.

With a unified database system, you are
less likely to miss deadlines, forget to
follow-up on protests, and will be
ineffective in the auditing process.
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Ul Claims Management

&6/6-332




Ul Claims Management

A unified system is crucial so that
you have all necessary information
In one location.

Track both protest and charge data
and having them output into reports
Improve credits.
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Ul Claims Management

Reporting — having effective reports
provides opportunities for data
tracking and follow up.

Important reports:
New claims
Charges
Protests (win/loss)
Overpayments
Separations
Hearings

These types of reports allow you to
see all of your data or specific portions
or ranges that you find important.
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Ul Claims Management
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Ul claims management

Creating a set of communication and training processes
with frontline management.
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Communicating with, and training, those making the decisions in
areas that affect Ul costs is crucial.

Proper communication and training will ensure that good
decisions are being made in those areas.

New claims and Ul charge reports are an important part of this
communication.

Training in the areas of documentation, supervision, policy
Implementation, problem resolution, and other areas is also
important.



Ul claims management

Policy and procedure auditing is also
very important to this process.
Have a qualified group or individual audit
your claims management program,
policies, and procedures.

Ensure that your current claims
management processes and knowledge
are doing you justice.

Your policies and procedures should
reflect basic employment law in order to
ensure you don’t lose protests in this area.

Continue refining your processes to
ensure that you are not falling back
Into poor habits.
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Policies and procedures

Audit your policies and procedures.

To ensure that they are as close to Ul and basic employment law as
possible (this may involve research or legal advice).

Look for missing policies or procedures (or portions of).

Audit Ul claim decisions to find areas where protests were lost (these
areas often involve policy and procedure issues).

Modify those policies and procedures based on audit
results.

&6/6-332

Create new or modified policies and then be certain to notify employees
of those changes in writing (updating manuals or forms to fit).

Be certain that all employees sign off on the modified policies.

Ensure that managers understand how these policies are to be
documented and enforced.




Documentation

Proper documentation is the most important tool you can use
In lowering your Ul costs.

This Is the concrete evidence you use to support your employment
decisions and your Ul claims protests.

This category covers a very wide variety of areas such as:
On-boarding and developmental documentation.

Verbal and written disciplinary warnings.
Separation forms.

Supporting evidence for disciplinary warnings/separations.
Witness statements.

Signed company policy acknowledgments.
Physical or written evidence.
Photos.

Departmental communication logs/memos/emails.
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This category includes the following (and more):
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Disciplinary documentation

Reasons for documenting
employee discipline:
Informs employees of

performance issues to help them
Improve.

Allows employers to follow
progressive disciplinary polices.

Provides written evidence to
justify employment decisions.

Protects you from legal action in
response to employment
decisions.

Helps you meet the legal
requirements of Ul, W/C, and
other employment laws.
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Disciplinary Documentation

Types of disciplinary
documentation:

Written warning statement.
Separation statement.

Elements required to meet Ul and
employment laws.

Basic employee information.
Detailed information on the offense.

Where does the employee stand in
the disciplinary process.

History of past infractions.
Corrective action plan.
Employee statement.

Signatures (employee, employer,
and witness).
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5 simple rules for documentation

1. Do It! Proper documentation benefits employers in many
areas.

2. Know your audience. Documentation should be written
to educate the employee.

When defending your documentation later (in legal situations), it
IS easier to defend well written and constructive documentation.

3. Follow the rules! Documentation should follow your
policies and the law each and every time!

4. Tell the story. Give details and do the research.

5. Be consistent! Consistency keeps you out of court!
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Improving your documentation

Document events as soon as possible. Events should be
recorded as soon as possible so that important details
are not forgotten.

Do your research. Get the facts before you make a
decision (otherwise it may come back to haunt you).

|dentify all parties involved. Be sure that you the names
of all withesses, but also the names of all parties involved
In the incident.

To ensure that your discipline is consistent across all parties.

Be consistent. Consistent application of policies and
disciplinary action will keep you out of court and win Ul
cases for you.
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Improving your documentation

Be specific. Document the incident in as much detalil as
possible.
Use the “who / what / when / why / where / how” paradigm.

Use concrete facts to substantiate your position by describing
specific acts and behaviors involved.

Include the negative organizational impact of the employees’
actions (fines, lost production, negative morale, etc.).

Summarize past discussion or disciplinary actions taken.

Provide a corrective action plan for the employee to avoid further
disciplinary action.

Just do it! Avoiding documentation will only come back
to hurt you later, and does not do any favors to your
employees.
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Documentation hints

Get a separation statement for all discharges, but also get
one when an employee quits (wherever possible).

This helps when the employee later says they were discharged or
laid off.

Do exit interviews wherever possible.

Utilize a positive spin on getting employees to make a
statement on the documentation.
Explain that this is their chance to tell their side of the story.

Attach copies of all supporting documentation to the copy
of the documentation being filed.

Keeps documents from being misplaced or from having to go
back and find it later.
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Documentation hints

Get a signature whenever possible or get
one of these:
Witness signature.

Copy of certified mail receipt (if you have to mail it to
them).

Notate under the signature line that
“signature merely acknowledges that the
statement was received.”

This allows the employee to feel that they are not
agreeing with the warning, but merely verifying that
they received it.

If you are operating in more than one
state, be certain that your documentation
meets the laws of each state.

You may need to create forms for use in each state.
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Protests

Why is it so important to win protests?

If you do not win protests, you pay Ul charges that you should not
be paying (and your tax rates are based, in large part, on your Ul
charges).

How important is the initial protest (can’t | just wait and

protest the adjudicator’s decision or go to hearing)?
The Ul system, especially the hearing judges, tend to be very
biased toward the employees.

As an employer, if you lose the Initial protest; 70 percent of the
time you will lose all the way through the protest levels.

As an employer, if you win the initial protest; 70 percent of the
time you will win all the way through the protest levels.

For these reasons, an effective initial protest is crucial to
controlling your Ul costs.
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Protests

What elements are required to make a successful
protest?
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Timeliness. You must make a timely protest (meeting the
deadline) in order to win (in some states, missing the timeliness
deadline means you can no longer participate in any phase of that
claim, you can’t even protest that decision).

Supporting documentation. You need to follow the guidelines laid
out in the previous section of this presentation.

Wording the protest. You must word your protest so that it meets
these criteria:

Tell the agency what you want it to do (they won’t guess).

Be specific in your charges (do not give a laundry list of offenses).

Be sure that you are telling them what they need to hear to make the
decision (this may take some initial trial and error).



Protests
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Protests

The following are examples of specific language or
Information needed for specific types of protests.
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Quit for another job. The statement needs to include the fact that
the employee “chose to quit” and that “continuing work was
available for the them”.

Refusal of work (refusal of recall). There are a number of criteria

involved in this type of protest, but the agency needs specific
information on the job offer and they need to be told specifically
that it was “offered” and “refused”.

Discharged for any reason. The agency needs to know that the
employee was actually discharged, the specific reason (not a
laundry list of offenses), and that there is supporting
documentation included in the protest.

You should always state that the employee was “discharged for
violating a know policy” (send a copy of the relevant policy).




Protest hints

Be certain to fax your protests whenever
possible and to keep a copy of the fax
confirmation in your files.

This confirmation sheet may be your only proof
that you protested the claim (as they get lost or
missed fairly often).

Put the employee’s name and social
security number on every page of your
protest.

To ensure that important information does not
get separated from your protest.

Audit your protests every 45 days and pull
all open protests over 45 days old to
resend them.

To ensure that lost or problem protests will be
resolved before your charges begin mounting.
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Protest hints (cont.)

Review all decisions, in detall, to ensure that they are
correct.

There could be missing elements such as restitution, relief of
charges, reduction of benefits, etc.

Be certain that what you protested is what was decided (the
agency may have been looking at the wrong issue).

Make sure that the credit that you are told you are getting
(restitution), actually comes through on your weekly charge
statement and that the amount matches what you were charged.

Ensure that requests for correction or credit for charges are
completed (protesting and asking for something does not mean
that the agency followed through and did it).

Use protests lost to hone your skills to make sure that you don’t
make the same mistakes over and over.
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Hearings

The employer is at a disadvantage in most hearings. You
can help your chances of winning by doing the following:

Ensure that the right people are attending the hearing.

Only your advocate and those who were directly involved in the
incident or separation.

Create a usable packet for the hearing.

Any documents to be used as evidence in a telephone hearing must
be sent to the judge ahead of time with a copy for the claimant as well.

Be sure that you are familiar with the documents that you are
submitting (otherwise they can come back to haunt you later).

Make sure that the documents help your case (sometimes they can
hurt more than they help).
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Hearing etiquette

The following items are an important part of hearing
etiquette (and can be helpful in winning cases).
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Be ready to provide general information about yourself and your
relationship to the employer and about the claimant.

Know the employer's policies that relate to the issue in question.

Have applicable documents available, and be prepared to explain
how they relate this issue.

Be professional and courteous. Remain calm and deliberate and
do not demean the claimant.

Remember that testimony is under oath or affirmation, and it is
tape recorded.

Speak truthfully. If you misspeak, admit candidly your mistake and
correct your testimony.

Understand the question before you attempt to answer. If you
don't understand a question, ask for the question to be repeated
or restated.



Co
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Hearing etiquette

ntinuing the hints from the previous slide.

Take notes as witnesses testify. Be prepared to offer rebuttal testimony.

Answer questions verbally and do not nod or gesture since such actions
cannot be recorded for the hearing record or be seen on the telephone.

Don't speculate if you don't remember. If asked to speculate or to give an
estimate, explain that you are doing so.

Answer relevant questions put to you by the claimant or their
representative and then stop without offering unsolicited testimony.

Be aware that, although Collateral Estoppel prevents the decision from
the unemployment hearing being used in other litigation, however,
testimony and other evidence used in the Ul hearing can be used in other
venues.




Auditing

Why should you audit?
1 out of 4 charges to employer accounts (nationwide) is wrong.

Incorrect charges lead to incorrect high tax rates.

Protest decisions and the credits resulting from many decisions
are not correct.

What should you audit?

Ul charge reports (to find overcharges). Potential sources are:
Unreported earnings (holiday, vacation, or regular pay).

Lost earnings (employee requests time off or calls in sick and then
collects Ul benefits during that week).

Missed or incorrect restitution amounts (from protest decisions).
Your claim decisions (see protests section).
Charge data in your unemployment database by looking for:

Overcharges or excess weeks.
Un-credited restitution (or incorrect amounts).
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Tax rate auditing (and protests)

When you receive your tax rate notice; audit the data
used to set that rate. You should be looking for:

Charges that were charged prior to the end of the tax rate year,
that were not credited until after the tax year ended.

These charges should not be used to set your rate.

Review the data used to calculate your tax rate against your data

(from the records in your database software).

Errors can be common in many states based on wrong figures or
human error.

Always review to ensure these numbers are correct if you have been
involved in a sale or acquisition during the tax period in question.

Possible voluntary payments to lower your tax rate.

Some states allow employers to make a voluntary payment that may
lower their tax rate and lower costs significantly.
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Auditing tips

Using a Ul claims tracking software (database) gives you
crucial help in performing your audit functions.

Be certain to keep track of all charge protests using either
a spreadsheet or database program.

Your protests don't always reach the agency.

Without a database to go back and get reports of un/mis-credited
charges, you cannot ensure you get the credit for the protest.

The amount of the credit should always be audited to make sure
that it is correct.
This is an area in which errors most often occur.

Do not be afraid to re-fax a protest or request for credit
and be certain to keep copies and fax confirmations.
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Follow up and evaluate

Follow up is essential in the Ul claims management
process for the following reasons:

You must make sure that the processes that you are using are
effective for your situation (if not, then change the program).

You must follow up with all processes to ensure that there is no
breakdown at the agency level

Audit to ensure that decisions are closed and correct, that credits are
received and correct, and that tax rates are correct.

Make sure that all frontline staff understand your Ul claims
management program and any changes to existing policies or
procedures stemming from this program.

Be certain to follow up with those supervisors and other frontline

management to make sure that they continue to understand and
follow these processes (refresher training may be helpful).
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Ul Tips and Hints

You must meet timeliness
deadlines every time.

Say what you mean.

Watch out for availability
and abllity issues.

Track attendance and
document where needed.

Pay special attention to
your policies on reporting
absenteeism/tardiness.
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Ul Tips and Hints

Use a database program to
manage your claims.

Bring in someone to ensure
you are doing what you
need to do to control costs.

Train, train, train!

Document, document,
document!

Keep track of work
refusals.
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Recap

Unemployment costs are on the rise, however, employers
can control their costs by learning the unemployment
system and how to navigate it.

Ul taxes are a product of an employer’s Ul claims
performance (charge activity) and payroll over a period of
time.

Poor Ul cost management will cost employers for many
years (continuing poor management will lead to ever
higher tax rates and costs).

Learning the factors that affect their Ul tax rate and then
working to improve in those areas is the key to controlling
Ul costs.
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Thank You.

Questions?




