Workforce 3One
Transcript of Webinar
Short-Time Compensation:  Provisions in the Middle Class Tax Relief and Job Creation Act of 2012
Date:  Tuesday, June 26, 2012
Transcript by
Federal News Service
Washington, D.C.
BRIAN KEATING:  All right.  Well, I'm going to go ahead and turn things over to Gay Gilbert.  She is an administrator for unemployment insurance.  Gay, take it away.
GAY GILBERT:  Thanks so much.  And good afternoon or good morning, as the case may be.  Welcome to our webinar on short-time compensation, the new piece of legislation that came out as part of the Middle Class Tax Relief and Job Creation Act of 2012.  
We are – I'm going to say I'm particularly, and I think we generally are – very excited about this piece of the middle class tax act because of its opportunity for us to now really promote in a big way state adoption of short-time compensation.  It's relieved us of a technical problem that we've been plagued with for years that was preventing that.  And we know that STC is such an important tool for layoff aversion and particularly during a recession, although it can be valuable at any point when an employer is facing a layoff potentially.  
So we're very excited about this legislation.  We've got several members of the unemployment insurance team here at ETA ready to help walk through our guidance with you.  We have Suzanne Simonetta, who's the chief of legislation.  We have Ron Wilus, who's the chief of our fiscal and actuarial services.  We have Scott Gibbons, also with – in Ron's unit and guru of all things reporting for purposes of this webinar.  And we also have Betty Castillo, our chief of UI operations, here ready to help us walk through the guidance and also to respond to your questions.  
And we do hope that you'll make this an interactive process after we get through our initial presentation.  And again, our goal is to get through the provisions and to give you your chance and shot at the questions.  
So without further ado, I think we're going to jump right in.  And I'm going to turn this over to Suzanne, to walk through the basic provisions of the legislation.  
SUZANNE SIMONETTA:  Hey, everyone.  It really is a pleasure to talk to you all this afternoon.  I think we're going to have a – Gary, were you going to walk through how to do the input?
GARY GONZALEZ:  Sure.  So we're putting up a poll right now.  You have the option to choose from – during the webinar you can provide input in three ways – verbally, via the web chat feature, or through uploading content.  
So at the end when we're moving through to the Q&A portion, we're going to allow you to jump in over the phone line.  But you have that chat application at the lower left-hand of your screen.  If you want to type in any questions of comments you might have, you can use that chat.  We'll take the questions that you submit, we'll place them in a queue and we'll address those questions during the Q&A.  
Again, you'll be able to jump in over the phone line as well, but more information on that once we actually get to that Q&A break.
I believe you'll be able to upload content to UI CoP.  I believe that's what that third point is referencing.  
So moving on, I'll turn it back over to you, Suzanne.
MS. SIMONETTA:  OK.  I think we went through the agenda already.  
Now what I'd like to do is just take a brief moment to explain what short-time compensation is to those of you who may not be very familiar.  Some of you might have heard of it under another name; maybe work sharing or shared work.  
What is basically is is a very important layoff aversion strategy that preserves an employer's trained workforce and employees' jobs during disruption to a firm's regular business activity.  And it does so by reducing the hours of work for an entire group of affected employees, rather than laying off some employees while others continue to work full-time.
Now, some of you might think, well, gee; doesn't this kind of sound like partial UI benefits?  But it isn't the same thing, and I'll explain in greater detail exactly how it's not the same shortly.  But briefly, as many of you know, with partial claim a state might disregard a small amount of earnings, and then anything a person earns after that there's a dollar-for-dollar reduction to the point at which an individual would be eligible for no weekly UI benefit because they've earned too much and they're not considered to be unemployed any more.  
STC is an important tool because it enables an individual to receive a pro rata share of their weekly benefit amount when their hours are reduced.  And under a typical partial claim, they wouldn't be eligible for anything.  And so that's why it's such an important tool, because it gives a lot more flexibility to assist workers and help employers keep their workers together.  
OK.  I think we've gone through most of this slide, but in terms of employee morale, what I wanted to talk about – we've heard this a lot informally from many people in the states, that psychologically there is a very big difference when, instead of having some people laid off or the threat of you being the next person who might be laid off, having everybody's hours cut; so that while you might experience some reduction in your hours – even with STC an individual will still see some reduction in earnings – it's not as bad as it certainly would be if this individual was completely unemployed.  
OK.  Why STC and why today?  Well, as Gay had alluded, we did recently issue our first of several guidance on the topic of STC, and it's all because of the Middle Class Tax Relief and Job Creation Act of 2012.  There are several provisions in that enactment relating to short-time compensation, and we're going to walk through – at least at a high level – all of them.  
Our guidance focus – with particular attention on the new definition of STC and the reimbursements, so that's where we're going to give you most information today.  But we are going to give you a high-level overview of the other provisions, with the understanding there will be more guidance coming out shortly and potentially additional webinars.  
OK.  I'm going to start by talking about the definition of short-time compensation.  We have a new subsection V in the Federal Unemployment Tax Act – in 3306 FUTA.  And not only does it codify the existing definition, it makes important changes.  
Now, the one thing I want to highlight from the onset is that states are not required to enact an STC program, so it is not a new conformity requirement for states.  However, any state that wants to operate an STC program will have to conform to this new definition.  However, any state that's currently administering an STC program or has it on the date of enactment of this act will have a two-and-a-half year transition period, during which they can still continue to operate their old STC program even if it does not conform to the new definition.
All right.  Now, this definition has nine specific requirements and then it has a 10th, or more open-ended, provision that provides states the flexibility to innovate with STC and come up with some new ideas or new things they'd like to factor into their STC program that are not among the nine specified items.  So this gives states flexibility.  And I will walk through each of those provisions now and explain how they do or do not differ from the prior STC law.  
OK.  Paragraph One, the participation of an employer is voluntary.  This is not a change from the prior law because employer participation has always been voluntary in short-time compensation programs.  
Paragraph Two, an employer reduces the number of hours worked by employees in lieu of layoffs.  This is a modification from the prior definition.  Previously, the reduction in hours had to be in lieu of temporary layoffs.  So that means that the employer had to have a reasonable expectation that they were going to need these employees to be going back to their previous level of employment.  
The removal of the term "temporary" was consciously made with the hope that this would enable more employers to participate in STC because they don't have to have this reasonable expectation that the layoffs are temporary.  And by having, I guess, the plural of "layoffs," that means that the employing unit affected must consist of at least two workers.
All right.  Paragraph Three.  This deals with the reduction in hours that I was talking about before.  The hours have to be reduced by at least 10 percent but no more than 60 percent.  And that's something that is a modification from the prior definition.  We know that lots of states across the board with their parameters of the hours of reduction, and we think there are probably a few states that are going to have to specifically amend their laws potentially for this provision because they now would permit a reduction of more than 60 percent.  So that's the thing that's new here.  
But the second part of this paragraph – (audio break) – that individuals are not disqualified from unemployment compensation.  That is essentially the same, that individual are not going to be disqualified from UC on account of their STC participation.
OK.  This element of the definition, paragraph four, talks about basically what the benefit amount is for individuals receiving STC payment.  And it's essentially what I said before, that pro rate share of the unemployment compensation of a state.  The secretary of Labor does not have the authority to establish new STC requirements nationwide for all of the states.  If a state wants to do something in its STC program that doesn't conform to these nine elements or is beyond the scope of those nine elements, this paragraph 10 is where we have the authority to permit a state to do that.  
And we are going to be giving some additional guidance about how we're going to operationalize this procedure.  I know we're looking at current state laws because there are certain provisions that many states already have in their laws that don't line up with paragraphs one through nine.  So we're thinking about how we're going to handle those common provisions, as well as setting up some sort of process for handling requests for approval in the future.  So that's something that is still under development.  
OK.  Now this slide talks about the transition period for the conformity requirement in terms of states conforming to the new definition.  But it also relates to 100 percent federal reimbursement of state STC benefit costs, which Ron is going to talk about shortly, because it has the same exact transition period in it.  
As I mentioned before, we have the transition period and it's there in recognition of the fact that state laws have to be amended to conform to this new definition.  And with the schedule of state legislative sessions, generally we need at least two years for states to have a reasonable opportunity to amend their laws to conform.  
So anyhow, how the statute is written, it says that any state that is administering a program on the date of enactment gets this two-and-a-half year transition period.  And our guidance specifies what we mean by "administering."  It means state law has to be effect; the agency would have to have issued operating instructions; and sent out some notifications to employers and workers about the availability of this program.  It does not necessarily mean actual STC payments had to have been made prior to the date of enactment of this act.  
And I know we have gotten some informal inquiries from states about this definition of "administering" because there are some states with newer enactments and there were some questions about whether they would basically get in in time in order to have this transition rule apply to them.  Now, like I said, I will be turning this over to Ron shortly, where he's going to be going into greater detail about this reimbursement.  
But I did want to mention that the same two-and-a-half year period, states that who are administering STC programs can get the two and a half years of this reimbursement even though their laws do not conform to the new definition.  But if a state does amend this law to conform, then they can get the additional six months for the full three years or 156 weeks of 100 percent of federal reimbursement of most STC benefits costs.  
And with that I'm going to turn this over to Ron.
RON WILUS:  Thanks.  
One of the big attractions of this legislation was the ability for states to be compensated (sic) – or get reimbursed temporarily for certain STC costs.  And as Suzanne said, the states that had a program being administered on the date of enactment – February 22, 2012 – those 100 percent reimbursements would be available.  
Now, there's two cases available under that.  One is if the state law conformed to 3306(v).  In that case, the reimbursements available for the 156 weeks in the applicable period would be from February 26, '12 and ending on August 22, '15.  So you get the 156 weeks during that timeframe.  Second case is if the STC law in effect on February 22 did not conform to 3306.  In that case, the reimbursement's available only of 130 weeks.  And the applicable period would be from February 26 and then ending on August 23, 2014.  Beyond that point, unless there's been some legislation that conforms to 3306, the states would not be able to continue paying STC.  
As Suzanne said, the enactment of conforming legislation during that transition period would allow states to then pay up to 156 weeks – or get 156 weeks of reimbursement.  And that, too, would have to be completed by August 22 of 2015.  Now, if they pay part of the – receive reimbursement for part of the STC costs during that 130-week timeframe, that would be subtracted from the total available of 156 weeks after the enactment of the conforming legislation.  
Now, a couple of things just out of curiosity.  I want to note that there's things that states probably want to think about in terms of getting this money, because we've got a lot of states with computation dates coming up on June 30th, and it might be attractive to have that money available.  We'll get into some of that a little bit later.  
Suzanne also mentioned to qualify for these reimbursements, the STC laws do not have to be permanent.  
OK.  Now, states that don't have an STC law in operation still can participate in this reimbursement concept under an agreement with the secretary of Labor.  Under such an agreement, you could pay STC benefits through May 24 of 2014 and be reimbursed for 50 percent of the eligible reimbursement STC costs.  Employers would have to pay the other 50 percent.  
And again, if there was conforming legislation enacted, 100 percent of the STC costs could be reimbursed.  And that would be after the effective date of the conforming legislation; and there would be available at that point 156 weeks, again with the same type of offset that had been paid prior.  The reimbursement would be available through the week ending August 22, 2015.  If there is not conforming legislation, states would only be able to pay under an agreement with the secretary for 104 weeks total.  
Now, there's some limitations applicable.  I mentioned a couple of times certain STC costs would be reimbursed.  And what's not going to be reimbursed are anything that's paid to an individual above 26 times their weekly benefit amount.  And that weekly benefit amount would include any dependents' allowances.  Reimbursement would also not be available for seasonal, temporary or intermittent employees.  
Now, some states may have definitions of what those types of employees are.  But if a state does not have that in their law, we've got some definitions that would be applicable.  Seasonal employment obviously would be some workers hired temporarily for a particular season; but more specifically, employment with an employer who had at least a 20 percent difference between the highest level of employment for a season and the lowest during an off-season.  And that would have to have occurred in each of the three prior years.  
Temporary employment – that would be employment for a limited period, and it could be something like a hire from a temp agency.  
Intermittent employment would be episodic employment.  And an example of that might be that someone is available to an employer who might fill in when they've got a sick employee.  So it would not be a continuous type employment basis.  
OK.  Funding.  There's a couple of agreements that have to signed, and I'll get to those in a moment.  But once those agreements are signed, we'll make funding available in the payment management system, which is the same system used where states can access funds for administration of the regular UI program.  
Now, the initial funding we're going to put out in amounts that are from the weeks of employment following date of enactment through July.  We had to come up with some period of time and that's what we chose.  Beyond that period, we'll be putting out on a monthly basis, and generally each month that it's going to be available would be equal to the amounts reported on the ETA 2112 as eligible for reimbursement for STC payments.  
The initial amounts that we're going to putting out will be based on information available from the ETA 159.  Whenever – those 2112 reports are going to be due on the first of the month, so we'd hope people would get those in promptly.  If not, we'll use the best information available, and that would be from the ETA 5159.  
Any monies that you withdraw from the payment management system will need to be deposited into benefit payment account or could be moved over to the state's account in the unemployment trust fund.  And those funds are going to be subject to the Cash Management Improvement Act, as are other funds that we put out.  
Now, the strategy here might best be instead of moving the money over to the state account, might be just to put the money – leave the money in the benefit payment account and then draw that money down, which would effectively avoid having to draw money from the UTF account and would effectively replace the money that had previously been drawn down.  I anticipate that states with STC programs, they're not going to be large enough to violate the CMIA if the money remains in the benefit payment account for a couple of days.  There's probably going to be greater demand for the funds for benefit payments than what is needed for STC.  
Now, if they want to put – if you want to put money over into the UTF account, you need to let BPD – the Bureau of Public Debt – know that you're doing that.  And that would be – you want to tell them that you want a credit to state UI withdrawals.  That's one of the items that they are familiar with, and that was because you've already withdrawn the money and we're reimbursing you for it.  
And this is the – you know, since you're getting a chunk of money here when the agreements are signed, there may be enough that you want to put back.  So they need to know that this is not a tax collection or whatever – improper payment; that this is a repayment or a credit to state UI withdrawal.  And to offset that, we'd need to get an offsetting reduction to the net UI benefit line on the ETA 2112.  That's line 31, column F.  
OK.  Since the funds here that we're talking about are going to be temporarily reimbursed at 100 percent, states may choose not to charge these STC benefits back to employers if it's permissible under state law.  Also, they may not require reimbursement of those STC benefits from reimbursing employers.  Again, that's because the federal government will be paying.  But again, there's strategies you might want to consider in terms of what the impact might be on solvency if you're counting how you might want to proceed.  
Remember, there are several things that we are not going to be reimbursing for.  Those are the items – seasonal, temporary, intermittent basis.  Those will have to be charged back to employer accounts.  And that would have to be also with the requirement for reimbursement under – consistent with state law.  
OK.  When the 100 percent federal reimbursement ends, states again are going to have to apply their charging provisions to the STC payments.  So that would go back to the employer's current STC payments.  States choosing to charge or require the reimbursement of the STC benefits cannot put any kind of special rules on those; for example, maybe only charging 50 percent or some other – something else.  They have to be charged in accordance with state law and under the way the current program works.  
OK.  The agreements.  Already mentioned there's some solvency impacts and things to consider.  So you want to carefully plot your strategy on that.  In order to get the money, there's two agreements that need to be signed.  One of them is an addendum to the annual funding agreement, and that shows you'll be getting the reimbursements at 100 percent for STC.  That addendum is needed to assign the allocated funds to a grant so that they can be tracked for accounting purposes, because we're always going to be asked how much was paid and what was it for.  So we want to be able to broadly outline that for anyone that's interested.  
The addendum to the funding agreement per usual needs to be signed by the governor or an authorized signatory.  And on our part, the grant officer will sign that.  
The other agreement for reimbursements is a general agreement.  That one would be signed by the secretary and an authorized state official; for example, the agency head responsible for the UI program.  Those copies of the agreements already signed by the secretary can be obtained from your regional office.  And once the agreements are signed, you can send that to the address listed there – stc_applications@dol.gov.  
OK.  I think I'll turn it over to Scott Gibbons at this point to go over some of the reporting requirements.  
SCOTT GIBBONS:  Good afternoon, everyone.  Some of this will be a review for those of you who have sat in on some prior webinars, but we do have some important new details that I hope are going to be useful for you.  
The first slide right here is primarily for states that are not currently participating in the STC program and are contemplating doing so.  What we're trying to do here is to just basically outline what the basic reporting requirements are for work sharing.  
And for those of you who pick up the federal program – which we'll be talking later and in subsequent webinars – these are the basic reporting requirements that would be necessary.  There is a work share-specific 5159, some weekly reporting on the 539 and two timeliness reports that are used for performance monitoring.
What I mostly want to focus on for today's report are the changes that we're making to existing reports in order to be able to accommodate the requirements of the new law.  The current slide highlights the changes that are being made to the ETA 2112, which is a financial transaction summary report.  There is a new line that you're going to use to track the receipt of reimbursements that you receive, and there is a line that you're going to use to track expenditures.  
The slide itself is fairly self-explanatory on these points.  I think the important thing that I want to communicate to you is that we expect the new reporting software to be online in early July.  The 2112 is due the first day of the second month following.  And so the June report – or the report for June activity – will be due August 1st.  And we would expect these lines to be active for that particular time period.  
An important thing to note is the last bullet on this slide.  The reporting instructions are written such that you'll provide us the data on a monthly basis.  However, with the first report that you submit to us, you should submit the aggregate reimburseable activity from February 26 up through the end of June.  That will allow for us to account for the reimbursement that you will receive and treat it as if it is sort of a cash-in, cash-out transaction.  
If you have questions about this, please direct them to either myself or to Tom Stengel through the appropriate regional office and we can help you with technical assistance on that point.  
The second important change is to the work share-specific 5159 report.  The law compels us to collect one additional piece of information, and that is the number of employers who have work sharing agreements with your state.  This is something that you may or may not have in an electronic format right now, so we envision that you may need to do an initial inventory in order to be able to report this.  We are expecting the new report to go live sometime in late July, and on August 15th for the July report, that would be the first point where you would be reporting this new information to us.  
One last final point to make about these two reports.  Many states, when they perform their reporting function, use something called an ASCII upload feature.  They use their existing mainframe programs and they produce a text extract which can be uploaded into our report system.  States need to understand that they will need to include these new cells as of the date that these new reports are active.  
And so as a result, in order to be able – for your reporting staff to be able to accomplish their tasks, modifications will need to be made to those files.  Again, if you need technical assistance on those functions you can contact hotline staff as you do ordinarily, or you can contact me through the appropriate regional office and we'll provide you whatever technical assistance is necessary.  
And with that I will turn it over to Betty Castillo, who is division chief of unemployment operations.  
BETTY CASTILLO:  OK.  Thanks, Scott.  Hi, everyone.  
So now we just want to tell you a little bit about two other unemployment insurance program letters that will be issued in the very near future, as well as some information about STC model legislation that we plan to issue and also about our plans to conduct a study on the STC program.  
All four of these things were mentioned in the unemployment insurance program letter that was just issued, 22-12.  It was issued on June the 18th, and these are noted in Sections 8, 9, 10 and 11 of that UIPL.  
One of the UIPLs discusses the federal short-time compensation program, and it's actually a set of operating instructions for that federal program.  Any state that is without a current STC program in the state or without plans to implement a state program should consider taking a look at this UIPL and consider planning to implement a federal short-time compensation program.  It's an excellent opportunity to test the program, to take a look at what the benefits might be, and to decide whether you might want to go ahead and think about implementing a state STC program in your state.  Authority for this temporary federal STC program expires on May 24th of 2014.  
Either the state or the Department of Labor can cancel the agreement with the secretary to operate a federal STC program.  But in order to operate a federal STC program, there needs to be an agreement with the secretary of Labor, as was mentioned previously.  
And also as mentioned, this is a federal program, so it is not operated under state law.  It's operated under federal law and must meet all of the requirements that Suzanne mentioned earlier in walkthrough.  
State reimbursement for the federal STC program is at 50 percent of the benefit cost.  The employer will pay the other remaining 50 percent of the benefit cost.  And that's for a period for up to two years that that can be done.  Any state that's interested in one of these federal STC programs can request reimbursement for implementation costs of this program, and that'll be done through a supplemental budget request.  And there will be information about that in the UIPL.
Couple of things to think about is the fact the employers must pay half of the benefit cost; and that since this is a federal program, the amounts collected must not be used for calculating the employer's contribution rate.  Claimants can be paid up to an amount that is 26 times the amount of their regular UC payable the claimant would otherwise receive, but it cannot exceed that amount.  
And again as mentioned by both Suzanne and Ron, STC claimants must not be employed on a seasonal, temporary or intermittent basis.  It applies to the federal STC program as well.  
So switching gears here now just a bit.  The other UIPL that's in the works and that will be issued soon is an announcement of the availability of grant money for states that plan to implement or already have a state STC program.  There are two types of grants available to states.  A grant can be requested to either implement or improve a state STC program, and a state can also request a grant to promote and enroll employers in the STC program.
In the UIPL that was just issued there was a chart outlining the money that was available to states.  One-third of the state's share can be used for either implementation or improvement of an STC program.  Two-thirds of the grant amount that's available to the state can be used for promotion and enrollment of employers in the STC program.  And states can either apply for one or both of these grants.  
As noted, I think, previously by Ron, in order to have a – in order for the state to have and operate a program, the state law must conform to Section 3306(v) of FUTA.  And with respect to receipt of these grants, the STC program in the state may not be subject to discontinuation.  So that's something that you need to keep in mind.  
The application deadline for applying for any – either or both of these grants is December 31 of 2012. 
MR.    :  2014.

MS. CASTILLO:  I'm sorry, 2014
As mentioned also previously, we are in the process of developing some model legislative language.  We're looking at this language in light of the feedback that was received during the listening sessions.  They were held back in March, and some of you may have participated in those sessions.  That's going to be issued in the near future, perhaps behind either a UIPL or a TEGL.  
And again, we also plan to issue a – sorry, I think we've got a wrong slide here.  
(Off mic exchange.)
OK.  The next slide that I have – sorry ​​– is about the STC study.  We are required to issue a report to Congress.  The STC study is going to be a collection of best practices.  We're going to take a look at the challenges that states had with respect to implementing STC enactment and conduct an analysis of that.  The study will also have and incorporate an employers' survey.  This report to Congress is due four years after the date of enactment, or on February 22nd of 2016.  So we will be looking to states for information related to this report, and states are required to help provide information for this in receiving the grants and implementing these programs.  
And with that, I'll turn it over to Gay.  
MS. GILBERT:  Right.  So we are envisioning additional technical assistance moving forward.  Again, we are very excited about helping states either expand and/or adopt short-time compensation programs.  So we are working on a rather robust technical assistance plan.  And we'll be delivering a lot of that technical assistance through our UI community of practice.  So I hope all of you are registered and actively going to that site.  
Again, we list each new piece of guidance.  We would anticipate doing additional webinars and probably will be featuring some of you on them, because we know many of you already have robust STC programs.  So when we get the guidance on the federal program, we'll probably do one that's more specific to that; also one on the grants, those for sure.  And then again, we want to feature some of you and the best practices that you're already out there implementing.  
Obviously our regional offices and our national office staff are all available to you for technical assistance moving forward.  So please, if you need technical assistance at any time, really, contact your regional office and they will get all the right people to the table.  So we look forward to more of that.  
I think with that we're going to move to questions and answers.  And Gary, I don't know if we want to just review one more time how to do that?  
MR. GONZALEZ:  Sure.  So we're transitioning over now to a little bit of a different format.  So you can still enter in any questions that you have through the chat application.  But you can also raise your hand using the "raise hand" icon, located at the top left-hand of your screen.  And doing so will flag us to let us know that you want to hop on over the phone line.  
And the way that you'll unmute your line is you'll hit *6 on your phone's keypad.  That will unmute your line.  Introduce yourself, ask your question, and then we will respond.  But let us know that you want to jump in over the phone by raising your hand, by left-clicking that "raise hand" icon, which is located at the top left-hand of your screen.  
But we do have some questions that have already been submitted, so I'll turn it back to Gay.  Gay?
MS. GILBERT:  Great.  Thanks, Gary.  And I think Gary's going to be moving those questions over into your screen so you get to see them also.  
But the first one, "Is the training language mandatory?  Does a state have to allow participation in either type of training?"  
MS. SIMONETTA:  Yes.  That was the intent of this proposal, to broaden the types of training that STC participants can engage in, basically, on the days that they're not working with the intent of maybe improving their skills to help their employer be more competitive and need them back in full employment sooner.  But that's not to say that a state necessarily has to amend its laws to do that.  I think each state's going to have to make a determination whether statutory changes are necessary or if it can be accomplished by other means, such as regulation or policy issuance of some sort.  
MS. GILBERT:  OK.  The second one, "Who pays for the other 50 percent for states without a current STC law?"  Let me just kind of review kind of quickly what the options are under the new legislation.   
States with a current STC law are immediately eligible for 100 percent reimbursement.  So it's only states who want to implement the new temporary federal program through an agreement with the secretary where there's only 50 percent federal reimbursement, and employers pay the second 50 percent.  And again, we'll be having a new – an additional piece of guidance just on that program coming soon, and an additional webinar to go over that in way more detail.  
So number three.  "Would states need to change their laws to implement an STC program?"  You – well, if you want to get 100 percent reimbursement.  You do not need to enact a law if you want to try out the federal program – the temporary two-year federal program.  
"Could a state enact a temporary STC program that remained in effect only as long as the feds were covering 100 percent of the benefits and still be eligible for the federal admin grant?"  My understanding of that, no.  You definitely are not eligible for the grant, and I think there's some explicit language that we – you can't have a projected expiration date of your program and be eligible for these grants.  Suzanne, you want to add?
MS. SIMONETTA:  Yeah.  For the grant, that is the case.  I know with respect to the 100 percent reimbursement, the statute is silent.  And so it would technically be permissible for a state to qualify for 100 percent reimbursement as long as – like I said, unless it's not an existing program, as long as it conforms to the new definition.  However, we certainly would encourage states to put it permanently in their law because it is such a great layoff aversion tool.  
Q:  I think the best way – this is Bob Johnson.  I think the best way to put it is, you can get the grant but the law requires – 
MS. SIMONETTA:  No.  You can't get the – 
Q:  – the law requires that if you get a grant and you terminate your program in less than five years, we're going to take it back.  So we basically set it up as if you're not going to be for five years, no, we're not going to give you a grant.  
MS. GILBERT:  OK.  All right.  Number four.  "Maine just enacted its law March 1st and we did not address training.  I guess I need clarification as to how we determine what the individual is eligible for each week while in training.  Is it based on hours of training, hours worked plus training hours?  What if training is only during the week and no work hours?"
MS. SIMONETTA:  OK.  I think we might be maybe mixing two concepts here, because the statute only talks about training in terms of, you know, what an STC participant may be eligible to do when they're not working and still, you know, participate in this STC program.  But the weekly benefit amount that an individual gets is based solely on how much they're working.  
So arguably, if a person is not working at all for that week, they would be totally unemployed; they would get a full WBA of unemployment compensation.  But as long as they're still working for their short-time compensation employer, they would get that prorated amount based on the reduction in hours and not based on whether or not they're participating in training.  Because remember, training participation is not mandatory; it is permissive.  
So I hope that answers the question.  If it doesn't, please, you know, follow up with an additional question or raise your hand.  
MS. GILBERT:  OK.  "What states currently have STC programs?"  I don't know if we brought our list with us.  
MS. SIMONETTA:  Yes.  We have about half the states that do.  And those of you who aren't familiar with our hallmark publication, the Comparison of State UI Laws, that's a great resource.  I know we do have a chapter in there where we give some information about the states that do have STC laws.  We can definitely put this list in our community of practice or put it with the webinar later.  We just don't have it at our disposal now.  But it's about 25 or 26 states that are currently operating STC programs.  
MS. GILBERT:  Great.  OK.  Ohio is asking, "To be totally clear, may a state have two different charging methodologies in law; one for STC and one for UI, as long as both methodologies apply uniformly to all employers?"
MS. SIMONETTA:  Not really.  What our guidance was saying was that a state may relieve an employer from charging only if those STC benefits are subject to 100 percent reimbursement.  But if you're going to charge the benefits, you've got to follow the same rules that you've always followed for charging benefits, whether they're STC benefits or non-STC benefits because as you know, under permanent law STC benefits must be charged consistent with state law.  So it's just a matter if states are permitted to relieve an employer from benefit charges.  
MS. GILBERT:  Suzanne, the next question goes to, what about reimburseable employers?  
MS. SIMONETTA:  Same applies; that a state may choose not to require an employer to reimburse the benefit cost if they're reimbursing an employer.  
MS. GILBERT:  During the 100 percent reimbursement period.
MS. SIMONETTA:  Right.  And I think, you know, going back to the slides that Ron walked through, it's important to remember, A, obviously if a state does provide for seasonal, temporary or intermittent workers to get STC, those are not subject to reimbursement.  They must be charged or reimbursed.  And likewise, once the 100 percent reimbursement ends, all STC benefit costs must be subject to reimbursement or charging consistent with state law; and that states really need to take a close look at solvency and effects on tax rates as well as the authority under their own law in terms of making their decision about how they want to proceed.  
MS. GILBERT:  We're not seeing any other questions right now, and I want to go back for a minute and kind of reiterate an answer to a prior question, which was an issue of whether or not you can enact a temporary law, because I think we kind of garbled the answer there.  I want to be really clear.  
First of all, you cannot be eligible for the grant if you enact a temporary provision.  As Suzanne, the statute's silent as it relates to the 100 percent reimbursement.  So I think you would be eligible for that but you would not be eligible for the grant if you had a temporary provision.
MR. GONZALEZ:  And it looks like folks are typing in as we speak.  And I believe Kelly (sp) has raised her hand.  So Kelly, if you'd like to hit *6 on your phone's keypad, that will unmute your line.  Just be sure that you also have unmuted your phone using your phone's built-in mute button.  So go ahead and hit *6 to unmute your line and let us know that you're on.
Q:  Hi.  OK.  Thanks for that clarification.  So you're saying you can get the 100 percent reimbursement, which would be for two years, but you can't get any grant money on helping you start the program or implement.  But if you enacted a state law that conformed with all the FUTA requirements, you can get 100 percent reimbursement for the two years, or 150-something weeks?
MS. SIMONETTA:  It sounds like we might be mixing up the federal program a little bit with the 100 percent reimbursement of the state's STC program.  The state's STC program is subject to up to three years, which translates 156 weeks of reimbursement; and as Gay had articulated, that state law may be subject to discontinuation because the law is silent on this issue.  
However, you are correct.  Such states would not qualify for the grant because there's an explicit statutory that the state's STC law not be subject to discontinuation in order for the state to be eligible for the grant.  But the two-years is only for the federal program.  And so if a state is operating the federal program because they don't have an STC program under their own law, then they would not qualify for the grant anyway because you have to have a law that conforms to the new definition in 3306(v) FUTA.  Does that help clarify things a bit?
Q:  Yeah.  And the two-year program is 50/50; the employer pays 50 and the federal government pays 50?  
MS. SIMONETTA:  Correct.  
Q:  Or you can do the state law and up to three years and be 100 percent federally reimbursed but you don't get any grants if you plan on ending in the three-year timeframe?
MS. SIMONETTA:  Right.  
MS. CASTILLO:  And you can look at the guidance in the UIPL, Section 6, on page 6 and 7, is where that information resides in terms of having a permanent program and not qualifying for the grant if there's state law subject to discontinuation.
Q:  And that's UIPL 22-12?
MS. CASTILLO.   Correct.  Section 6 is what's targeted to this specific topic.  
Q:  OK.  Thanks a lot.  
MS. GILBERT:  OK.  We have a couple other questions in the chat.  One is, "I'm still confused on the training issue.  It was just stated that training is permissive, not mandatory.  Is that correct?"
MS. SIMONETTA:  OK.  It's permissive on the part of the employer wanting to provide for it for their employees.  So I guess what we're saying is that not every employer that's submitting an STC plan has to provide for training, and not every STC participant has to provide for training in order for them to actually pay STC benefits under the provisions of this plan.  However, the state must make it available to the employer.  So it's permissive on the part of the employer or the employer, but it's mandatory that the state has to allow for it.  Does that help?
MS. GILBERT:  If not, you might want to raise your hand and we'll try to clarify.  
OK.  Ohio is back.  "Can you provide advice regarding how to handle income received from a non-STC second employer when an employee is receiving STC from their primary employer?"
MS. CASTILLO:  Right.  If they have wages that are from a second employer, then the state would just use their formula for deductible income like they do now.  The only wages that you would disregard are the wages or earnings that are coming in from the STC employer, where you give the pro rata share.
MS. GILBERT:  OK.  We've got Amy (sp) raising her hand.  
MR. GONZALEZ:  Right.  So Amy, if you haven't done so already go ahead and hit *6 on your phone's keypad.  Let us know – (background noise) – and go ahead and ask your question.  Again, *6 on your phone's keypad will unmute your line.  
Q:  Hi.  This is Michelle – (inaudible) – actually from California.  I have a question again related to the training and how that impacts a week when an employee might be in employer-sponsored training, for example, and they don't work at all in that week.  Aren't they exceeding the cap of the 60 percent reduced work week in that example?  And how would we determine whether they remain eligible under the work share provision while they're in the 100 percent training for a week or two weeks?
MS. SIMONETTA:  OK.  Well, I think generally the training opportunity was intended to be – say if someone's not working two days a week, OK, you can use those two days instead of just sitting at home, actually, to engage in training.  But I think you're talking about a slightly different scenario where the individual would experience a week of total unemployment, so then that week would not be an STC week.  That would just be a week of total unemployment.  So I think the state would treat that as they would treat any other claim for UC with respect to a week.  Does that help?
Q:  Yes.  It does.  Thank you.
MS. SIMONETTA:  You're welcome.  
MS. GILBERT:  OK.  Let's move on to our questions in the chat.  "For states with existing programs, would a state need to amend its experience rating provisions to allow states to credit employers for 100 percent STC benefits if such provision is not in existing law?  We had thought this would be similar to EUC, as it is a federal program."
MS. SIMONETTA:  OK.  It looks like we're mixing a little bit here, I think, the federal and state, because when you're saying "credit employers for 100 percent STC benefits," that sounds like the 100 percent reimbursement, which is only of a state program.  And so if that's what your question is about – and if your state is interested in relieving employers from benefit charges, the state would need to make a determination if an amendment to their law is necessary in order to accomplish that objective.  
But if you're talking about the federal program, there are no benefit charges that are going to made to the employer's account because states' experience rating systems are not set up to capture experience with respect to federal programs.  It's only set up to reflect experience with respect to state UI programs.  So there would be no need for a state to touch its law if all it's doing is implementing the federal program.  
MS. GILBERT:  Right.  And the requirement for employers to pay the 50 percent is sort of a pseudo-experience rating built into that temporary federal program.  
OK.  Next question.  "Page 7-C of the UIPL appears to suggest that a state can enact conforming work share legislation after the enactment of the middle class act, where a federal work share program was already underway.  In contrast, slide 31 suggests that previous operation of a federal STC program is not a requirement.  So can a state receive 100 percent temporary federal funding if it enacts conforming state law and never operated a federal STC program?"  The answer to that is yes.
MS. SIMONETTA:  Yeah.  I'm trying to pick up slide 31 quickly.  And I know what is important to convey, that if a state does choose to implement the federal program, the number of weeks of participation in that federal program are deducted from the 156 max that a state can get reimbursed 100 percent for their state benefit costs.  So I don't know if that was the question.  Because it certainly is not a requirement to operate the federal program first.  It's just an opportunity to try it out maybe before you can get the chance to enact legislation.
MS. GILBERT:  OK.  We're not seeing any additional questions at this point.  So if you do have some, please raise your hand on your screen or feel free to type in your question.  We'll hang for a minute or two here to see if there are any additional questions.  
MR. WILUS:  Just one observation.  I noted today at 1:00, I checked to see if any states had submitted the agreements and none have.  If there's some problems in getting the agreements or submitting them, now may be a good time to bring that up.  
MS. GILBERT:  Right.  And to Ron's point earlier, for those states that are getting ready to calculate their rates, getting money flowing might be a good thing.  
OK.  We have another question.  "To clarify an earlier answer, outside of the federal reimbursement period can a state have two different charging methodologies; one that applies to STC and one that applies to regular employers?"  And the answer is no.  
MR. GONZALEZ:  And while we have some time – thank you, Amy – we are going to just wait a few more moments to allow any questions that do come in – I do want to let you know that we have been recording today's session.  We're going to post that recording along with the transcript and everything that was said over the phone to Workforce3One in approximately two business days.  So look for that.  
Also, I'm going to go back a slide and just remind you all about some TA that's coming up.  Best practices are going to be posted to the UI CoP.  I believe that website will be back up by June 29th, so by the end of the month, just a couple more days.  And there will be upcoming webinars around the federal STC program and STC grants and best practices.  
MS. GILBERT:  Yes.  We are making some new changes to our community of practice as we speak, which we apologize for it being out of commission briefly.
MR. GONZALEZ:  OK.  I don't see any other questions rolling in, so I think – Gay, did you have any closing remarks?  
MS. GILBERT:  No.  Just – again, just to reiterate, if there are any questions please get with your regional office.  To Ron's point, if you're eligible for the 100 percent reimbursement now because you currently have a state program, please start thinking about getting your agreements in place so you can get the 100 percent reimbursement flowing as quickly as possible.  
And we really look forward to working with you.  We will be in touch with everyone again on this subject multiple times.  So we look forward to seeing this program grow and expand.  So thanks very much everybody for joining us today.
(END)
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