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.L. Introduct jon 

This study of the financial condition of the Unemployment Compensation 
Fund was authorized by·[D 1561, reported out by the Labor COmmittee and 
enacted by the Legislature as P&S 1983, chap. 46. (See Appendix A) The bill 
established a 9~ember Unemployment COmpensation Fund Study COmmission to 
study the fiscal integrity of the Fund, to be assisted by the Department of 
Labor and the Office of Legislative Assistants. The COmmission's membership 
is as folleM's: 

Sen. Dennis Dutremble, Chairman 
Rep. Edith Beaulieu 
Rep. Dana Swazey 
Edward Gorham, Organized Labor Representative 
Olr is ti ne Has tedt, Organized Labor Representat i ve 
Francis Dorsey, Business Cbmmunity Representative 
Shepard Lee, Business Ccmnuni ty Representative 
Patricia MCDonough, Expert Representative 
Stephen Croclcett, General Public Representative 

The COmmission held six meetings, all open to the public, and obtained 
input fram the public, members of lobbying groups, practicing attorneys and 
the Department of Labor. 

~ Back~round Information ~ fund 

~ General Back~round 

The solvency of Maine's Unemployment COmpensat ion Trust Fund was 
never seriously threatened until the recession of the mid-1970's. (See 
Appendix B, Chart 1) At the end of the 1970's, Trust Fund reserves 
were in the $40 million range but were not sufficient to offset the 
increased unemployment in 1971 and again in 1975. The Fund became 
insolvent as a result and the state obtained $36.4 million in federal 
loans during 1975-1978 to pay benefits. Even though federal loans were 
interest-free at that time, the State still did not canpletely repay 
them until the fall of 1983 and employers will still be assessed a .6% 
surtax in 1984 as a consequence of the past borrowing. More recently a 
cash-flow loan of $1.4 million was needed to keep the Fund solvent in 
the spring of 1983, though it has since been repaid. 

~ Solvency Indicators 

Although the situation did not reach crisis proportions until the 
1970's, Maine Department of Labor statistics reveal that other 
indicators did show an overall decline in solvency over the years. For 
exanple, Trust Fund reserves measured as a percent of total wages have 
decl ined steadily since 1945. (See Appendix B, Chart 2) 

A better indicator of the Fund's adequacy is its reserve multiple, 
which provides a means of statistically gauging a Trust Fund's ability 
to meet future benefit costs by comparing this ability against same 
measure of past liabilities. The reserve multiple is determined by 
dividing the reserve ratio by the highest benefit cost rate. 
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Reserve Rat io 
Reserve Multiple = ___________ _ 

Highes t Benef it Cos t Rate 

The reserve ratio is determined by dividing the year-end Trust Fund 
reserves by total wages of contributing employers for that year. 

Year-end Trust Fund Reserves 
Reserve Ratio = __________________ _ 

Total Wages of Contributing Employers 
For That Year 

The highest benefit cost rate is defined as' benefit costs (regular 
benefits and State's share of extended benefits, excluding direct 
reimbursables) for a 12;nonth period divided by 'total wages of 
contributing employers for that same period. 

Benefit Costs for a Year 
Highest-Benefit Cost = ________________ _ 

Rate Total Wages of Contributing Employers 
For That Year 

Usually a severe period of unaq>loyment extends for· at least 18 
months and the cost averages one and one-half to two times the cost of 
the 12 consecutive months in which benefit payments have been highest. 
A reserve sufficient to pay 18 months of benefits is commonly called 
the "1.5 reserve mul tiple" and is recarrnended by the Federal Goverrment 
as the minimum reserve a State should have on hand at the start of a 
recession. 1-1-1 Appendix B, Chart 9 illustrates this calculation 
using 1982 data which results in a (-).03 reserve multiple, far below 
the recarrnended minimum safety level. 

The calculations show that not only does the Maine Fund not have a 
1.5 reserve multiple, which would probably finance the costs of a 
severe spell of unemployment, but the reserve multiple has been 
declining since the late 1960's (See Appendix B, Chart 3) and is now a 
negative number. 

1--11 For further information on the reserve multiple, 
Labor Techni cal Serv ices Monograph DSffi-7, prepared by 
Economic Analysis and Research. 
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~ Projections Qf Future Insolyency anQ Federal Regujrenents 

The Department of Labor projects that under Maine's current law 
and Federal law changes required to be made by 1985, Trust Fund 
reserves would decline and result in a deficit balance of (-) $103.1 
million by the end of 1990. Federal loans would be needed each year 
with only the 1984-1985 loans being repaid in time to avoid the new 10% 
interest rates which were enacted by the Federal government to 
discourage the frequent interest-free state borrowing that occurred in 
the 1970's. Interest penalties on the estimated $120.6 million in 
necessary loans for the 1986-1990 period would be an estimated $36.4 
million, and these would be borne by the State's General Fund or direct 
employer taxation because Federal law does not allow interest oharges 
to be financed from Trust Fund reserves. 

The Federal government may impose heavy monetary sanctions if 
States do not properly discharge their interest liabilities. Maine now 
has no statutory mechanism for making interest payments which may arise 
from future Federal loans that are not timely repaid. 

Another new Federal requiranent aimed at stabilizing the states' 
Funds is that by 1985 each employer contribution tax rate schedule must 
have a maximum rate of no lower than 5.4%. Maine's present rate 
schedules do not meet this standard as the maximum rate ranges fram 
3.1% to 5.0%. 

~ Factors Iha1 BrQught Abnu1 ~ Solvency Crisis 

While the Fund's insolvency is obviously the result of outgo 
exceeding income plus accumulated reserves, it is difficult to 
determine the exact causes of this situation. The Department of , Labor 
attributes it to several factors affecting both benefit and 
contribution. -11-1 

L£J See State Dept. of Labor Technical Services Monograph DSCR-18, prepared 
by the Division of Economic Analysis and Research. 
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~ Contributjon Leyels 

Each employer's state contribution tax is determined by the 
state's taxable wage base (cu,rrently, the first $7,000 of a 
covered employee's wages are taxable), the employer's experience 
rating (whether he has laid off ffm or many covered employees), 
and the amount of reserves in the Unemployment Cbmpensation Fund 
(if reserves are lem, employers' tax rates increase). These 
factors are incorporated into the statutory tax tables. (See 
Appendix B, Chart 10 for an ~xample.) 

The employer's total tax rate is a combination of the state 
contribution tax rate, paid quarterly to the State, and the 
federal FUrA (Federal Unemployment Tax Act) tax which is paid 
annually to the federal government. For example: 

The state nem uses Schedule P because of the Low Fund reserve 
multiple. ,Employer X has a good experience rating and a 
consequently high reserve ratio of 18%. His contribution tax 
rate is 2.5%. The federal government now assesSes a 0.8% 
FUTA tax. His total tax is: 

2.5% s tate tax 
.8% f eder al FUrA tax 

3.3% total tax rate applied against the taxable wage 
base (the first $7,000 of empl oy'ee , swages) 

In addition, employers now are assessed a federal loan 
repayment tax to payoff the 1975-1978 loans. This surtax was 
0.3% in 1980, 0.6% in 1981, 0.9% in 1982, and 0.6% in 1983 and 
1984. This surtax will expire at the end of 1984. 

One of the primary factors contributing to insolvency is the 
failure of taxable wages, on which contributions are levied, to 
keep up with total wages, on which benefit payments are based. 
(See Appendix B, O1arts 4-6) At the start of the unemployment 
insurance program in 1938-39, all wages paid were taxable while 
fram 1940-1971 only the first $3,000 in wages paid to each 
employee. were taxable. This taxable wage base was raised to 
$4,200 in 1972, to $6,000 in 1978, and starting in 1983, an 
employer pays in contributions based on the first $7,000 paid to 
each of his employees. Even wi th these federally-mandated 
increases, the percentage of payrolls that is taxable is less than 
50%, compared to the 70-90% levels experienced up to the 1960's. 
(See Appendix B, Chart 6) 

One factor leading to insolvency in the past has since been 
remedied by the adoption of the reserve multiple system in 1974. 
Previously, employer contribution tax rate schedules were 
determined solely by the absolute dollar amount in the Fund. The 

'reserve multiple system is more responsive because schedules with 
higher tax rates apply when the reserve multiple drops. For 
example, the schedule with the highest rates is new in effect 
because of the insufficient reserves and resulting lew rntltiple. 
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However, the 1974 changeover did not provide enough time for the 
new system to build up sufficient reserves for the 1975 recession. 

The unemployment insurance (UI) system operates on the 
experience rating system. The more ur eligible employees the 
employer lays off, the more benefi ts are changed against his 
experience rating and consequently, the higher his contribution 
tax rates. Ideally, all benef i ts paid are assessed to an 
employer, assuring that benefit expenditures stay in balance with 
contributions and that employers with bad records are held 
responsible rather than forcing those with good records to 
subsidize them. However, in actuality, not all benefits are 
charged to individual employer ratings because it would be 
inequi table to charge an employer in sane cases, such as a 
discharge for misconduct or voluntary quit. In other cases. 
benefits are ineffectively charged when assessed against an 
employer already paying the maximum contribution rate. It is 
ineffective to charge more benefits to such a negative-balance 
employer with many lay-offs, whose former employees draw more 
benef its than the employer contr ibuted in UI taxes, because 
additional benefits paid do not trigger a corresponding increase 
in contributions. Noncharged and ineffectively charged benefits 
make up over 50% of benefits paid, limiting the effectiveness of 
experience rating and contributing to insolvency. 

L. Benefi t Level s 

The Department of Labor points out that ever since the early 
1970's, contributions have not kept pace with the rise in benefits 
paid. (See Appendix B, Chart 7) 

Beginning in 1966, the maximum weekly benefit amount (WBA) 
was based on the average weekly wage in the State in order to 
prov ide a benef it payrrent that rises if cos ts in the econany rise, 
and declines with declining costs. This has provided autanatic 
annual increases in the WBA and maximum benefit amount (MBA). 
(See Append ix B, Char t 8) 

Another benefit cost that has contributed to the Fund's 
insolvency is the federal extended-benef i ts (EB) program, 
established by federal law in 1971. Half of the costs of EB 
benefits must be financed by the state. No provisions have ever 
been enacted to raise reserves to finance these extra benef i ts. 

The Department also points out that dependent's allowances 
increase both regular costs and the State's share of EB costs. 

Another factor affecting solvency was the low monetary 
el ig ib il i ty requirements prev iously needed to qual ify for 
benefits. As late as 1975 only $600 in earnings was needed to 
qualify, though current provisions autanatically revise the amount 
annually and require wages to have been earned equal to or 
exceeding 2 times the annual average weekly wage in each of 2 
different quarters in his base period and total wages equal to or 
exceeding 6 times the annual average weekly wage in his base 
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per ioel. 

E.... Sunmary 

The factors discussed above make it obvious that action is 
required soon to meet federal requirements and to avert the projected 
crisis that will render the Fund insolvent and, by 1981, unable to 
repay Federal loans needed to stay afloat. If current law is not 
changed, Maine will owe the Federal government $120.6 million by 1990, 
an intolerable situation. 

~ Findings and Recommendations 

A... General 

1. 3. ~ Proposal s 

The COmmission's proposals are expressly oriented toward 
solving the Fund's immediate financial difficulties, not problems 
projected years into the future. The members believe it wiser to 
limit the reach of changes made in revenue-generating mechanisms 
and benefit calculations because the futher ahead financial 
proj ections are made, the more speculative are the facts 
underlying those projections. In addition, .there are many 
uncontrollable variables affecting the Fund's balance, including 
the overall economy, unemployment rates, state and national 
policies, and other bills enacted by the Legislature. These 
prop.osals therefore target the years 1985 through 1987. If 
enacted they will avert the financial crisis projected for the 
immediate future and avoid large-scale borr~ving fram the federal 
government with consequent interest charges. 

2. Interest Funding Mechanism 

Federal law prohibits financing of interest liabilities on 
unpaid federal loans fran Trus t Fund reserves but Mai ne has no 
mechanism in place to fund interest payments. The Cbmmission 
recannends that the Department of Labor introduce a separate bill 
to reform State law to meet this federal requirement rather than 
include such a provIsion in the study legislation which is 
focussed on solvency of the Trust Fund itself. 

B. RegQrt 1 

1. Increase Taxable Yi.ag.e ~ 

The COmmission recannends that Maine join the 25 other states 
with taxable wage bases greater than the $7,000 federal mInImum 
base. An estimated $17.9 million more in contributions would be 
generated by increasing the base to $7,400 in 1985, $7,900 in 
1986, and $8,500 in 1987 and thereafter. This graduated increase 
would be more easily borne by employers than a sudden large 
increase. This increased amount is a real istic reflection of 
actual wages paid, and thus narrows the gap between the taxable 
wage base, on which contributions are based, and total wages paid 
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on which benefi ts are based .. (See proposed statute in Appendix C, 
sections 1 and 2.) 

2. Increase Maximum contribution Tax ~ fQt Ne~atiye Balance 
E1nDl~er:s 

Former employees of negative balance employers draw more 
unemployment benefits than the employer contributed in taxes. The 
current schedu les tax all negat ive bal ance e:rrpl.oyer s at the same 
rates, even those with large negative balances. This in effect 
forces employer s with good exper i ence rat i ngs to subs id ize those 
with poor ratings and weakens the incentives provided by the 
experience rating concept. 

The COmmission recanmends a permanent increase in 
contribution tax rates for negative balance employers. (See 
Appendix C, section 3) Graduated step increases would apply as 
the employer's balance drops to a lower level. For example, an 
employer with a reserve ratio below 0% now pays a 5% tax rate 
whether his ratio is -2% or -12%. Under the COmmission's 
proposal, an employer wi th a -2% rat io would pay taxes at a 5.1% 
tax rate While one with a -12% ratio would pay at a 7.1% rate. 

This accanplishes two goals: (1) Employers wi th a poor 
experience record would pay in contributions more likely to cover 
the costs of benefits paid to their former employees. This is 
fairer to arployers with better experience ratings as well as 
providing more incentive to negative balance employers to maintain 
more stable work forces in their businesses. (2) This increase 
also would bring Maine law into compliance with the federal 
requirement that by January 1, 1985, all states must raise their 
maximum unemployment compensation tax rates to at least 5.4% in 
all schedules. Currently, Maine's maximtun rate ranges fran 3.1% 
(Schedule A, when the Fund's reserve multiple is over 2.5) to 5% 
(Schedule P, when the reserve multiple is under .45% as it is 
presently). The proposed maximums would range fran 5.4% to 7.3%. 

3 • Enill New "S 1 j d j Dg' S ca 1 e" SUP t ax .anQ. Al.l.atl OJ rr: en t.G.....Q26 El..a.t. 
~ Sur t ax 1Q L.alls.e 

The Conmission recanmends enactment of a new "sl iding 
surtax equal to 16% of an employer's contribution tax rate. 
Appendix C, section 4.) This would work as follows: 

EX.A) Employer A has a good experience rating (reserve 
between 18-19%) and therefore pays a low tax rate of 
His surtax will be 16% of his 2.5% tax rate, or 0.4%. 
together, his total tax rate will equal 2.9%. 

scale" 
(See 

ratio 
2.5%. 
Added 

Ex.B) 
rat io 
4.7%. 
0.752%. 
5.452%. 

Bnployer B has a poorer experience rating (reserve 
between 0-1%) and therefore pays a higher tax rate of 
His surtax will be 1696 of his 4.7% tax rate, or 

Added together, 11 is total tax rate wi 11 equal 
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Initially the COmmission considered the possibility of 
extending the 0.6% federal loan repayment surtax now assessed by 
the federal goverrment and set to €...xpire at the end of 1984. 
However, this is a flat rate tax charged to all Employers 
regardless of their €...xperience ratings and the members believe it 
provides no incentive for employers to maintain stable employment 
at their workplaces. Employers wi thhigh reserve ratios pay the 
same surtax as do negative balance employers. 

Therefore the COmmiss ion recarrnends the "sl iding scale" 
surtax which taxes employers wi th gooo reserve rat ios at a lower 
rate than those with poor ratios, thus strengthening the 
experience rating incentives for stable employment. Employers 
with reserve ratios of 6.0% or more will pay a lower surtax under 
this system than under the flat 0.6% surtax, while those with 
reserve ratios of less than 6.0% will pay more. 

This surtax is repealed on January 1, 1988. The extra surtax 
will not automatically remain on the statute books; a future 
Legislature would have to re-enact it if they felt the Fund was 
still in serious jeopardy at that time. 

4. Increase ReQuirements 10 ReQyalify !Qt Benefjts ~ 
DisQUaljfication i2t voluntary ~ Misconduct ~ ~ 

State law disqualifies workers from receiving benefits under 
certain circumstances when it is believed their conduct renders 
them undeserving of benefits. However, these employees may 
requalify by earning a specified amount of wages, thereby proving 
themselves to again be deserving of benef its if they became 
unE!I"Qloyed in the future. These penal ties vary depending on the 
type of disqualification. 

a. voluntary Qul1. Because the unemployment compensation 
system is intended to compensate workers involuntarily out of 
work, an employee who voluntarily leaves his job is not 
ent i tl ed to receive unemployment benef its unl ess he has "gooo 
cause attr ibutable to such employment". If disqual ified 
because there was no good cause for his voluntary quit, an 
employee must now earn 4 times his weekly unemployment 
benefit amount to requalify for benefits • 

. b. Misconduct. An employee discharged for misconduct 
connected with his work rrust earn 4 times his weekly benefit 
amount to requalify. 

c. ~. A worker discharged for conviction of a felony or 
misdemeanor in connection with his wOl'k now remains 
disqualified until he has earned not less than $400. 

The Corrmiss ion recarrnends rai sing the penal ties for all three 
types of disqualification;. a claimant would remain disqualified until 
he has earned 8 times his weekly benefit enount. This has the 
advantage of uniformity. Also, the employees who thereby shoulder part 
of the burden of strengthening the Fund are those disquulified for 
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their own choice of conduct, not those more typical clai~nts who are 
unemployed through no faul t of thei r own. 

C . Re~)Qr t 2. 

1. Back~round QU SeasQnalit~ Provisions 

Under 
industr ies 
seasonal. 
indus try 
operates 
less than 

Maine law, procedures are established whereby 
or certain operations of an industry Tn9.y be defined as 
The overall definition of a "seasonal industry" is an 

which, because of its seasonal nature, custamarily 
only during a regularly recurring period or periods of 
40 weeks in a calendar year. 

Designation of an industry as seasonal through a Departmental 
determination means principally that the payment of benefits to 
workers unemployed from the industry is restricted. An individual 
whose wage credi ts during his base per iod are all from seasonal 
work is entitled to benefits only for seasonal unemployment, that 
is, unemployment dur ing the, predetermined "season" when he would 
normally be performing that kind of labor. If the claimant has no 
seasonal wages during his base period, there can be no seasonal 
determination and it is treated 1 ike regular unemployment. (Ex: 
An individual cans blueberries for the first time in 1983, and the 
plant closes down 2 weeks earlier than the season would normally 
end. This would be treated as regular unemployment, whereas his 
co~orker who canned berries last season too would be restricted 
to treatment under the seasonal unemployment provisions.) 

An individual with wage credits fran both seasonal and non­
seasonal work is treated as follows: The weekly benefit runount is 
determined on the basis of wages earned fram both seasonal and 
non-seasonal employment. When unemployed during the seasonal 
per iod, benef i ts are payable based on wages earned from both 
seasonal and non-seasonal employment. However, when unemployed 
during a non-seasonal period, the weekly benefit runount remains 
the same but the maximum runount of benefits payable is determined 
solely on the basis of wages earned fram non-seasonal employment. 

Thus, the effect of the present restrictions is to make the 
maximum amount of benefits paid to claimants fram seasonal 
industries less than would be the case if the seasonal prOVIsIons 
were removed. These 1 aws al so affect which employer's exper i ence 
rating is charged for benefits paid. If the season ends and the 
claimant is paid his benefit, the seasonal employer cannot be 
charged since it is now outside the seasonal period, so it is 
charged to the last subject employer for whom the claimant worked 
more than 5 weeks. However, if the worker is laid off during the 
season, the last seasonal employer is charged until the end of the 
seasonal period, even if the employee only worked there for 1 day. 
(The 5-week requirement does not apply.) At the end of the 

,season, the regular laws came into effect and the last subject 
employer for wham the employee worked more than 5 weeks is 
charged • 
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Tb..e Treatment .o.i Seasonal 1Jnaro1oyment ~ 1Daw1oyment 
Insura~, the only definitive study of seasonality laws, was 
written by Merrill Murray in 1972. Murray makes the following 
arguments for and against special seasonality provisions: 

a. Ar~uments iQr Seasonaljty 

- Uhemployment at the season's end is generally 
predictable and not truly involuntary. If a 
wishe.s to avoid this unemployment, he can choose 
out of seasonal work. 

highly 
worker 

to stay 

- The high predictability of seasonal unemployment 
removes the element of uncertainty inherent in the 
concept of insurance. 

- Employers with good experience ratings would otherwise 
be forced to subsidize seasonal workers. Restrictions 
prevent unfair subsidy. 

- Benefit restrictions effectively prevent abuse of the 
VI system by workers who do not make a real effort to 
find other work. 

b. Ar~uments Against Seasonality 

- Provisions restricting benefits are inequitable. 

- The provisions are complicated to administer. 

- Benefit cost savings are small relative to the 
administrative costs of enforcing provisions. 

Murray recommends repeal of all seasonality laws, believing 
that employer and employee abuses can be curbed by other 
prOVISIons that are better at screening claimants and minimizing 
costs without the inequities and administrative costs cited above. 
Between 1936 and 1945, 33 states enacted same form of seasonality 
provision but 23 states have repealed their provisions, while only 
10 continue to administer them. A survey of seven of these 23 
states done by the Washington Senate COmmittee Services Staff 
revealed that the primary reasons for repeal were the additional 
administrative burden, the fact that fen el igible employers choose 
this option, the inequities involved and that other statutory 
provisions exist to deal with many of the problems that 
seasonality provisions were meant to eliminate. 

2. Recommendation: Repeal Seasonaljty Provisions 

The commission recommends that Maine's seasonality provIslons 
be completely repealed. This recommendation is based on the srune 
reasoning that led two-thirds of those states with seasonality 
laws to repeal them. These reasons include: 

a. Seasonal provisions are inequitable and cause arbitrary, 
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arUficial discrimination among industries and Employers. It 
is unfair to single out certain industries as seasonal, 
allowing than to improve their experience ratings and lessen 
their tax rates, wnen many anployers in other industries also 
close down for part of the year and their workers are 
eligible for benefits with no seasonal restrictions. Many 
workers who find only seasonal anployment would like to get 
other employment during the off-season but cannot due to lack 
of alternative anployment in their area. If they cannot find 
other work they should be entitled to benefits, for their 
unemployment is not truly voluntary. The real test of 
whether unemployment should be compensated is not whether it 
is unpredictable, but whether it is involuntary. 

b. Other existing provisions in the law adequately protect 
against abuses by seasonal workers. The law already contains 
qualifying requiranents that the claimant must have served a 
waiting period of one week of unemployment and must have 
earned wages equal to or exceeding 2 times the annual average 
weekly wage in each of 2 different quarters in his base 
period and total wages equal to or exceeding 6 times the 
annual average weekly wage in his base period. In addi tion, 
the statutes contain work search requirements. The claimant 
must register at an employment office and continue to report 
there each week, plus he must be able and available for work 
and actively seeking work. These requiranents insure that 
claimants have sufficient attachment to'the workforce to be 
entitled to full coverage. 

c. Seasonal prov I s Ions are canplicated to admini s ter. . 
First, there must be a determinat ion that.an employer is 
seasonal and a determination of the length of his season. 
Next is the problem of distinguishing between those workers 
for a seasonal employer who are seasonal workers and those 
who are available for work the year round. It is also 
cumbersome to distinguish between workers who work only for a 
seasonal employer and those who also have same nonseasonal 
employment during the year. The difficulty and expense of 
administration further support the cammission's 
recommendation to repeal the provision. 

3. Recaunendat i on; Fre~ Max imum Week 1)1 Benef it mount Pur i ng 
Ca 1 end ar Y..ear..s. ~ ami ill..6. 

The Cbmmission's proposed legislation freezes the maximum 
weekly benefit amount during calendar years 1985 and 1986 at, the 
level in effect on Decanber 31, 1984 •. Currently, the maximum is 
determined every June 1st as 52% of the annual average weekly wage 
during the previous calendar year. Due to inflation, this leads 
to an automatic increase in the maximUm ~~ each year. This 
freeze is projected to save $4.7 million in benefits paid out of 
the Unemployment COmpensation Fund over the 2 year period. The 
normal method of calculation will resume in 1987. 
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Appendix A ~PPRGv-:r.~ II 
JUN 30 '83 f 

BY GOVEHNOR If 
il 

STATE OE MAINE 

IN THE "lEAR OF OUR LORD 
NINETEEN HU}IDRED AND EIGHTY-THREE 

H.P. 1174 - L.D. 1561 

AN ACT to Protect the Integrity of the 
Unemployment Compensation Fund. 

Emergency preamble. Whereas, Acts of the Legis­
lature do not become effective until 90 days after 
adjournment unless enacted as emergencies; and 

Whereas, Maine's Uhemployment Compensation Fund 
is presently in serious financial trouble; and 

Whereas, 
est charges 
borrowing to 
rescue state 

the Federal Government has placed inter­
and other stringent standards on state 

discourage r~liance on federal loans to 
unemployment funds; and 

Whereas, the Department of Labor's long-range 
projections indicate that by fiscal year 1987-88 the 
fund may again be in difficult enough circumstances 
to require another large federal loan of the magni­
tude of the debt incurred in the 1974-75 recession, 
which has still not been fully repaid; and 

Whereas, unemployment benefits are of critical 
importance to the Maine workers and the health of the 
unemployment system directly affects the state's 
economy; and 

Whereas, the .seriousness and persi stence of these 
concerns make it vitally important to deal with this 
problem directly and comprehensivelYi and 

Whereas, in the judgment of the Legislature, 
these facts create an emergency within the meaning of 
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) 
the Constitution of Maine and require the following 
legislation as immediately necessary for the preser­
vation of the public peace, health and safety; now, 
~~erefore, . 

Be it enacted by the People of the State of Maine as 
follows: 

Sec. 1. Commission established. There is cre­
ated an Unemployment Compensation Fund Study Commis­
sion for the purpose of studying the fiscal integrity 
of the Unemployment Compensation Fund. 

Sec. 2. Staff and assistance. The Department of 
Labor shall provide research, clerical and computer 
assistance to the commission and give unrestricted 
access to its records, rules, policies and data, 
except for those items which the department is 
legally obligated to keep confidential. The Office 
of Legislative Assistants shall provide further 
assistance to the commission. 

. Sec. 3. Membership. 
9 members, as follows: 

The commission shall have 

1. Three members of the Legislature, 
one Senator and 2 Re~resentativesi 

including 

2. Two members representing organized labor; . 

3. Two members representing the business commu­
nity; 

4. One member familiar with administration of 
the Unemployment Compensation Fund; and 

s. One member representing the general public. 

Sec. 4. Appointment. The members of the commis­
sion shall be appointed by the Speaker of the House 
of Representatives and the President of the Senate. 

Sec. 5. Duties. The commission shall inquire 
into the fiscal integrity of the Unemployment Compen­
sation Fund, including, but not limited to, the fol­
lowing areas of inquiry: 
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1. The financial condition· of the fund from both 
short-term and long-range perspectives in order to 
adequately fund unemployment benefits and avoid the 
need to borrow' money from the Federal Gover~~ent; 

2. The amount and type of employer contribu­
tions, the standards used in determining who will 
receive benefits and the method used to collect them; 

.3. The amount and type of employee unemployment 
benefits, the standards used in determining who will 
receive benefits and the method of payment; 

4. Possible changes to the seasonal unemployment 
provisions of the law; 

5. The efficiency of program operations, adequa­
cy of staffing and improvements in utilization of 
resources that are possible while remaining in com­
pliance with federal law; and 

6. Methods used successfully in other states's 
unemployment programs that could improve this state's 
system . 

. Sec. 6. Reports. The commission shall present 
its findings, together with any suggested legis­
lation, to the Second Regular. Session of the 111th· 
Legisl,ature. 

Sec. 7. Appropriation. The members shall serve 
without pay, but the following funds shall be appro­
priated from the General Fund to reimburse members 
for reasonable and necessary travel and other 
expenses and to cover the per diem expenses of the 
Legislators. Any unexpended balance shall not lapse, 
but may remain a continuing carrying account until 
the purpose of this Act has been accomplished. 

UNEMPLOYMENT COMPENSATION FUND 
STUDY COMMISSION 

All Other 

1983-84 

$2,000 

Emergency clause. In view of the emergency 
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cited in the preamble, this Act shall take effect 
when approved. 
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In House of Representatives, .................................. 1983 

Read twice and passed to be enacted. 

................ .. ". .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ...... Speaker 

In Senate, ...................................................................... 1983 

Read twice and passed to be enacted. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. President 

Approved ........................................................................ 1983 

.. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. Governor 
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CHART 2 
NET FUND BALANCE AS A PERCENT OF TOTAL WAGES, 1938-1982 

~ 
'l\' , \ 

" *-: *"k 
I \ 

8- t ~ .• 
: 1tr.,...-..... *. 
: *. 

" *'* 6- '* I 
I 

I 

4J fc 
I ~ 
i~ 

2- "' 

I 
1940 

I 
1945 

I 
1950 

I 
1955 

\ 
\ 
\ 

.~ 
\ .. 
~ ~***~ .**'" "'~ 

\ 
\ 
\ 

*-*~ 

I 
1960 

I 
1965 

1 
1970 

\ 
\ 

*~ -Jf**** 
I 

1975 
I 

1980 
I 

1985 

, 

---------------------------------

tI:J ... 



~ 
3 
c: 
Q ..... 
rn 

:3 
.~.~ 

G:3 
Ie D 

~::l 
::::> "' 
~o 
~~ 
~ A) 
;:; -t 

(C 3 . ,..n 
: ~ ::J 
i ~ -t 

~ § 0 
10 -n 

{- r-g. :n 

'g 0 f ;{) 
i . , 
-p 
~Q. 

<C 
Ie 
V' -~ 

a:" N 

i 
--' 

::1' 

---_._----

$175 

150 

125 
T 
1 

r'~ 100 

M . , 
I 75 
L 
L 
I 50 
0 
t~ 
S 25 

o 

._--_._--_._._- ---. -.-- . ----_ ... _._ .. _ ... _-
• 

CHART 3 
FUND BALANCES: ACTUAL AND MINIMUM SAFETY LEVEL, 1938-1982 
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CHART 4 
TAXABLE AND TOTAL WAGES, 1938-1982 
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CHART 5 
RATIO OF TAXABLE TO TOTAL WAGES, 1938-1982 
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CHART 6 
AVERAGE ANNUAL WAGE AND TAXABLE WAGE BASE, 1938-1982 
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CHART 7 
BENEFITS PAID AND CONTRIBUTIONS RECEIVED, 1938-1982 
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Appendix B, Chart 9 
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RESERVE MULTIPLE 

Trust Funds are usually analyzed in terms of thei r abi li ty to meet future 
benefit costs. The reserve multiple provides a means of statistically gauging 
this ability by comparing a Trust Fund's capacity to meet its future benefit 
costs against Some measure of past liabi tities. 

In making this comparison, the reserve multiple utilizes two measures: (1) the 
reserve ratio and (2) the highest benefit cost rate for a prior period. 

The rese rve ratio is dete rmi n ed by di vi di ng the yea r-end Trust Fund' reserves by 
total wages of contributing employers for that year. 

The highest benefit cost rate for a prior period 
costs (regular and state share of extended 
reimbursable) for a 12-month period divided by 
employers for that same period. 

is usually defined as benefit 
benef i ts, exc 1 udi ng di rect 
total wages of contributing 

Expressed mathematically, the reserve multiple takes the following form: 

Reserve Multiple Reserve Ratio 
Hlghest Benefit Cost Rate 

The reserve multiple calculations are based on the premise that total wages 
provide the most stable measure of Trust Fund adequacy. The use of total wages 
has been found to be actuaria1ly sound as it inherently adjusts for changes in 
employment growth and wage inflation over time. 

A severe spell of unemployment usually is not confined to a single 12-month 
period but typically extends 18 months or more.' On average, the cost of such a 
period of unemployment is approximately one and one-half to two times the cost 
of the 12 consecutive months in which benefit payments have been the highest. 
This, then, is commonly referred to as the 1.5 reserve multiple and is the 
minimum recommended Trust Fund reserve a ,state should have at the onset of a 
recession. Trust Fund reserves, expressed as a percentage of total wages, are 
considered inadequate if they are less than 1.5 times the highest benefit cost 
rate experienced during a 12-month period. 

To demonstrate how this would apply using Maine data for 1982, consider the 
following two-part example. First, the actual reserve multiple is calculated 
to measure Trust Fund adequacy. Second, the recommended minimum level of Trust 
Fund reserves is determined based on the highest previous benefit cost rate. ' 

-.03 

Thus, the actual reserve multiple of (-).03 for 1982 is considerably below the 
recommended minimum level of 1..5 which indicates that the 1982 Trust Fund 
reserves are inadequate according to U.S. Oepartment of Labor standards. 

Using the 1.5 reserve multiple concept, the 1982 minimum reserve for r~aine's 
Trust Fund can be determined as follows: 

1982 I~inimum Trust Fund Reserve = 1.5 x (Highest Benefi t Cost Rate*) x 
(1982 Total Wages) 

1.5 x (.0284) (S4,131,054,808) 

S176,000,000 

*Calendar year 1975 is the highest benefit cost rate for a l2-month period. . U I h 
105J 1/3/84 I .. bor ,'lurk", In (urmnlllln ,~'·rr"','< ~ 



The Employer Reserve Ratio indicates an 
employer's experience rating - the more 
stable the employment at his work place, 
the better his experience rating. For 
each employer, benefits paid to his laid­
off Employees are subtracted from his un­
employment contributions, then divided by 
his 3 year average annual taxable payroll 
to obtain his reserve ratio. 

APPENDIX B, CHARI' 10 
(Table from Title 26, §1221) 

The Unemployment Fund's Reserve Multiple 
is a measure of its ability to meet future 
liabilities based on past records. (See 
part II -B of this report for explanation.) 
As reserves drop, ·employer tax rates in­
crease. CUrrently the Fund has a reserve 
mul tiple under .45, so employers are 
charged the maximum rates in Schedule P. 

EMPLOYER'S CONTRIBUTION RATE IN PERCENT OF WAGES 

I 

+ 
Employer 

Reserve Ratio 
Equal to or Less 
more than than 

Column A 

over 
2.50 

A 

When Reserve Multiple 18: 

2.37- 2.23- 2.09- 1.95- 1.81- 1.67- 1.53- 1.39- 1.25- 1.11- .97-
2.50 2.36 2.22 2.08 1.94 1.80 1.66 1.52 1.38 1.24 1.10 

Schedules 

B C 0 E F G H K 

83-
.96 

M 

.68-

.82 

N 

.45-

.67 

0 

under 
.45 

-+ 
P 

?r 19.0'1. and over 
18.0'1. 19.0'/, 
17.0% 18.0% 

050/, 0.8% 0.7% 08% 0.9'/, 1.0'(' 1.1'(, 12% .1,,~·/. 1.4% 1.S'1e 16% 1.71'. 1.8% 1.9% 2 .• % 
06'/, 0.7% 0.8% 0.9'1', 1.0';, 1.1'1. 1.2'(' 1.3% 1.4'" 1.5% 1.6'10 1 7'/, t S'/, 1.9'1'. 2.0% 2.5% 
0.7'1'. 0.8% 0.9% 1.0'/. 1.1'" 1.2% 1.3'10 14'1, 1.5';, 1.6'/, 1.7'1. 18'1'. 19% 2.0'(, 2.1% 2.6% 

! 16.0'/0 11.0'/, 
15.0% 16.0% 
'.0% 15.0% 
13.01'. 1 •. 0% 
12.0'1'. 13.0% 
11.0'1'. 12.01~ 
10.0% 11.0% 
9.0'10 10.0'10 
8.0% 9.0% 
7.0% 8.0'1. 
6.0% 7.0% 
5.0% 6.0% 
•. 0% 5.0% 
3.0'1', •. 0% 
2.0'10 3.0% 
10'1'. 20% 

0% 1.0% 
N"9ol"'. balance 

0.8% 0.9% 1.0% 1.1'1'. 1.2'1'. 1.3'/. 1 4'1. 1 sv, 1.6% 1.7'10 I 8'1'. 19'''' 20'1'. 2.'% 2.2'1. 2.7% 
0.9% 1.0'1'. 1.1'1'. 1.2'1'. 1.3% 1. .. .,., 1 5°/, 1.6'/, 11'/, 1.8% 19% 2.0'1'. 2.1'/, 2.2'10 2.3'1'. 2.81~ 

1.0% 1.1"_ 1.2'1. 1.3'(' 1."'1. 1.5% 16% 1 7'/, 18'/0 19'1'. 2.01'. 2.1'/, 2.2'/, 2.3% 2.4'1'. 2.9% 
1.1% 1.2% 1.3% 1.4'1. 1.5'1'. 1.6% 1.7'/0 1.8'1'. 1.9'/. 2.0~'-. 2.1'10 221'. 2.31'. 2.4% 2.5% 3.0'10 
1.2% 1.3'10 1..% 1.5% 1.6% 1.7% 1.8% 19% 2.0% 2.1'10 2.2% 2.3'1'. 2 ... ·/. 2.5'1', 2.6% 3.1'10 
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1.5'1'. 1.6% 1.7'10 1.8% 1.9% 2.0% 2.1'1'. 2.2% 2.3'/, 2 .• '10 2.5~. 26% 2.7'10 2.8'1'. 2.9'1'. 3 .• % 
16'10 1.7% 1.8% 1.9% 2.0% 2.1% 2.2% 2.3% 2 .• '1'.' 2.5'/, 2.6% 2.7'1', 2.8% 2.9'1'. 3.0% 3.5% 
1.7% 1.8~. 1.9'10 2.0'1'. 2.1% 2.2'Y, 2.3% 2.4'10 2.5'10 2.6'10 2.7'10 2.8% 2.9',. 3.0'1, 3.1% 3.6% 
1.8% 1.9% 2.0% 2.1% 2.2% 2.3% 2.4'10 25% 2.6'Y, 2.7% 2.8% 2.9% 3.0'1'. 3.1% 3.~% 3.7'1'. 
1.9% 2.0'1', 2.1% 2.2'10 2.3% 2 .• % 2.5'/, 2.6% 2.7'/, 2.8'1'. 2.9% 3.0% 3.1'/. 3.2% 3.3% 3.8',. 
2.0% 2.1% 2.2\~ 2.3'1'. 2 .• % 2.5% 2.6% 2.71~ 2.8% 2.9% 3.0% 3.1'/, 3.2'10 3.3% 3.4'10 3.9% 
2,2'/, 2.3% VI'. 2.5% 2.6 .... 2.7% 2.8% 2.9',~ 30% 3.1% 3.2% 3.3'1', 3 ... ·'" 3.5% 3.6% ","/, 
2 .• % 2.5'10 2.6% 2.7% 2.8% 2.9% 3.0% 3.1% 3.2% 3.3'1. 3 .• % 3.5% 36% 3.7% 3.8% •. 3% 
2.6'10 2.7 .... 2.8% 2.9% 3.0% 3. , .... 3.2'1'. 3.3% 3 .• % 3.5% 3.6% 3.7'.~ 3.8 .... 3.9% •. 0% •. 5% 
2.8% 2.9% 3.0% 3.1% 3.2% 3.3% 3.4% 3.5% 3.6'10 3.7'(' 38% 3.9% •. 0'10 • 'I'. .2% ..7% 
3.1% 3.2% 3.3% 3 .• % 3.5% 3.6% 3.7% 3.8% 3.9'10 •. 0% •. 1% 0% ".3'1. •.• % •. 5% 5.0% 

\ 
\ 

1--------. __ 

--~ 

19.0% reflects an employer with a gcod 
experience rating (few layoffs and feN 
-unemployment benefits charged against 
his account). His tax rate is 2.4%, 
the lowest rate in Schedule P. 

Negative balance employers are at the other 
extreme, with many layoffs and whose former 
employees draw rrore benefits than the em­
ployer contributed in taxes. His tax rate 
is 5.0%, the highest rate in Schedule P. 



Appendix C 

BlLL ttl. 

"AN ACT' to Provide for Financ ial Solvency in the Unemployment 
O:li'q) ens a t i on Fu nd • " 

Be it enacted by the People of the State of ~wine, as follows: 

~ L. .2..li ~ §1043, sub-§2, is amended as follCNVs: 

2. Annual payrQll. tlAnnual payroll" means the total amount of wages 
paid by an employer during a calendar year, not meaning, however, to include 
that part of individual wages or salaries in excess of $3,000 in any 
calendar year through 1971, $4,200 in any calendar year through 1977, $6,000 
in any calendar year through 1982~ aftd $7,000 in any ~HB~eqHeHt calendar 
yea r th r ou~ h .L9..8.L $7 ,4 Q Q in.lil.B.4 $7, 900 ill.19..8..6...,. .ami $ 8 , 5 00 in .amL 
subseQuent calendar ~ 

~ ~ 2ft MESA §1043, Syb-§19, Dara~raDh A is runended to read: 

A. For purposes of section 1221, the term ''wages'' shall not include 
that part of remuneration which after remuneration equal to $3,000 
through December 31, 1971, $4,200 through December 31, 1977, $6,000 
through December 31, 1982, aftd Oft aftd afte~ qaftHa~1 r; r98&, ~fta~ ~a~t 
of remHne~atfon eqHar to $7,000 thrQu~h December ~ ~ $7,400 
thrQu~b December ~ ~ $7,900 thrQy~h December ~ ~ and ~ ~ 
~ .,wnuary 4 lJt8.L 1hai tl!ll:i Di raIlllDerat ion .es.mal .tJ2 $8,500 has 
been paid in a calendar year to an individual by an employer or his 
predecessor wi th respect to employment during any calendar year, is 
paid to the individual by the employer during that calendar year, 
unless that par t of the remunerat ion is subj ect to a tax under a 
federal law imposing a tax against which credit may be taken for 
contributions required to be paid into a state unemployment fund. The 
wages of an individual for employment with an employer shall be subject 
to this exception whether earned in this State or any other state when 
the employer-employee relationship is between the same legal entities; 

1 



~ . .L.. L6. MffiA §1221, sub-§4, ~raf;raDb B-(Table "Errn;.lloyer IS 

CQntrjbution ~ in Percent ill. Wa~esn) is anended as fallONs: 

E:lIPLOYER'S CONTRrnUTIO~ RATE Ii'! PERCE:.~T OF WAGES 
.. . 

. Empl~;er . ';c; ·~C·)·~;.,:;'· :., ':-"'; .: .... :; ' .. :: When Resenoe Multiple U:. 

R=rve RlliQ . over ..... ·2.37.:.2:2; 2.09-'''1:95: 1.81~ '1.67- UJ· 1039- 1.25- 1.11-
·---------.. -- EquJllonrLcss:,':'·2.50·.2.50·2.J6·-2.22'·2.0S .. I.94 1.801.661.52 1.38 1.1~ 

_________ . mllrclhan thJn ... "':'~:~;"!':'~"'";~";~' ·.'~;!r.-"'-:-···.';·"..;"--· Schedul.::s : .. ~ .. :.. .... 

__ ._._., _._ ___ Column A A :.,,2·~B.. C~· ~.:~\ . F C H J 

-------

--_ ..... _----

19.0',";,:mu over 0.5%· 0.6% 
I R.O~"' .. 19.()'J, . "~. 0.67" ... · 0.7% 
17.0',(' 18.0% . 0.7% 0.8% 
16.0',;' 17.0',:' 0.8',. 0.9~ 
15.0% 16.0',~ .;,.0.9% 1.0%· 
I".O~ 15.0% 1.0-;;' 1.1 'iO 
13.tl,~ 1·(07.., I.l~ 1.1% 
11.0',0. 1 J.O'To 1.270 I.J% 
11.0'.~. 12.0:--.. I.J% 1,4% 
10.0 :: . 11.U:I I.~~. 1.5';4 
9.0',0 10.0% 1.5',. 1.6% 
8.~:' 9.0~" 1.6','0 1.7% 
1.lfi. 8. O';~ 1. 7 ',;' 1.8% 
6.U·,' 7 .0',;. 1.B~:' 1.9% 
5.11:',· 6.()~i. I.n, 2.0% 
~.U',~ 5.U'!.. 2.0';;' 2.1% 
3'(1',~ 4.O',t ., 2.1~"3 2.J% 
2.0'.1 3.0'l:' 2 ... ';:' 2.5% 
1.0''; 2.0·... 2.6',,, 2.7% 

Il'.~ 1.070 2.8';\ 2.9% 

0.7% 
0.8% 
0.9% 
1.0% 
1.1% 
I.m 
1.3% 
1.4% 
1.5% 
1.6% 
1.7% 
1.8% 
1.9% 
2.0~:;' 

2.1;0 
2.2~~ 
2.4% 
2.6% 
2.8% 
3.0% 

0.8% 0.9% 
0.9% 1.0% 
1.0% 1.1% 
1.1% 1.2% 
1.2% -I.J% 
1.3% 1.4% 
1.4% . 1.5c;Q 
1..5'70 . 1.6% 
1.6% 1.7'!. 
1.7';;, 1.8'7" 
1.870 1.9% 
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~ ~ 2Q MESA §1221, sub-§2, oara~raDb C'is enacted to read: 

E.aQ.h EIJllloy~r subj ect 1.Q 1h..i.s. chaDter, o.1.bfi.1ha.n ~ I iable Lor.. 
oayments in fuu .of contr jbutjons , s.hall P.B4 in addj tjon 1.0 .an amount 
~ ~ ~ contribution ~ ~ orescribed in subsection ~ a sUrtax 
.e.qual .to ill cl h.i..s. con t r j but i on .I:.a..t..e mult j 0 Ii ed ~ .the ~ DJlli1 ~ 
him wllh res Dec t .to EIDD I oymen t dU r j n~ lli cal end ar ~ ~ liM .and 
~ ~ oara~raDh ~ reoealed January ~ ~ 

~ ~ 2Q MESA §1193, sub-§l, oaragraDh A is amended as follows: 

A. For the week in which he left his regular employment voluntarily 
without good cause attributable to such employment, or to a claimant 
who has voluntarily ranoved himself fran the labor market where 
presently employed to an area where employment opportuni ty is less 
frequent, if so found by the deputy, and disqualification shall 
continue until claimant has earned 4 a times his weekly benefit amount 
in employment by an employer; provided no disqualification shall be 
imposed if the individual establishes that he left employment in good 
fai th and accepted new employment on a permanent full-time bas is and he 
became separated fran the new employment for good cause attributable to 
arployment wi th the new employ ing uni t. Leav ing work shall not be 
considered voluntary without good cause when it is caused by the 
illness or disability of the claimant or of his immediate family and 
the claimant took all reasonable precautions to protect his employment 
status by having promptly notified his employer as to the reasons for 
his absence and by pranptly requesting reemployment when he is again 
able to resume employment; nor shall leaving work be considered 
voluntary without good cause if the leaving was necessary for the 
claimant to accompany, follow or join his spouse in a new place of 
residence and he can clearly show within 7 days upon arrival at the new 
place of res idence an attachment to the new labor market and is in all 
respects able, available and actively seeking suitable work; 

~.L..2.2.MffiA §1l93, sub-§2 is amended as follows: 

2. Discharge ~ misconduct, For the week in which he has been 
discharged for misconduct connected wi th his work, if so found by the 
deputy, and disqualification shall continue until claimant has earned 4 a 
times his weekly benefit emount in employment by an employer. 

A. For the duration of any period for which he has been suspended fran 
his work by his Employer as discipline for mi·sconduct, if so found by 
the deputy, or until the claimant has earned 4 ~ times his weekly 
benefit amount in employment by an employer. 

~ L li. MESA §1l93 , sub-§7' is amended as follows: 

7. Discharged for crime. For the period of unemployment next ensuing 
with respect to which he was discharged for conviction of felony or 
misdaneanor in connection with his work. The ineligibility of such 
individual shall continue for all weeks subsequent until such individual has 
thereafter earned net ~e~5 theft ~4ae a ~ ~ weekly benefjt mnount in 
employment by an employer. 
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SI'ATE1\1ENT OF FACf 

This legislation is one of two bills implementing the Unemployment 
COmpensation Fund Study Commission's recommendations to restore solvency to 
the Trust Fund. The Dept. of Labor projects that under Maine's current law, 
Trust Fund reserves will decline and result in a deficit balance of 
(-)$103.1 million by the end of 1990. Federal loans will be needed each 
year with only the 1984-1985 loans being repaid in time to avoid the new 10% 
federal interest charges, even though the older interest-free 1975-1978 
loans took until 1983 to be totally paid off. Interest penalti'es for the 
1986-1990 period would be an estimated $36.4 million and would be borne by 
the State's General Fund or direct employer taxat ion because Federal law 
does not allow financing from Trust Fund reserves. Obviously, current law 
must be changed to prevent this result. 

The COmmission did not attempt a permanent cure of the Fund's ills 
because there are so many uncontrollable var iables that will affect it, 
inclUding the overall economy, unemployment rates, state and national 
polic ies, and other b.ills enacted by the Legislature. Ins tead, these 
recommendations will avert the financial crisis projected for the immediate 
future and avoid incurring a large federal debt. 

The bill does the following: 

Sections 1 and 2 raise the taxable wage base to which an employer's tax 
rates are applied. Currently, the first $7,000 of a covered employee's 
wages are taxable, which is the federal minimum base. Under this bill, 
Maine would join the 25 other states with higher bases by raising the base 
to $7,400 in 1985, $7,900 in 1986, and $8,500 in 1987 and thereafter, unless 
amended to change after 1987. 

Section 3 amends the employer's tax rate contribution schedules by 
raIsIng rates for negative .balance employers whose former employees draw 
more benefits than the employer has paid in taxes. Presently, all negative 
balance EJq)loyers are taxed at the same rate, even those wi th large negative 
balances, in effect forcing employers with better experience ratings to 
subsidize those with poor ratings. This weakens the incentives provided by 
the experience rating system. This change also meets the new federal 
requirement that the maximum tax rate in all schedules be at least 5.4%. 

Section 4 adds a "sliding scale" surtax on 16% of an employer's 
contribution rate applied to covered wages. For example, an employer with a 
3.4% tax rate would pay a .5% surtax, resulting in a total rate of 3.9%, 
while an employer with a 6.5% tax rate would pay a 1% surtax, resulting in a 
7.5% total rate. This is more equitable than continuing the current flat 
experience rating system by taxing those with better records at a lower 
rate. The surtax is repealed after 1987. 

Sections 5 and 6 increase the penalties for a disqualification for 
voluntary quit or misconduct. Under this bill a claimant remains 
disqualified until he has earned 8 times his weekly benefit enount, rather 
than only 4 times the WBA.. 
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Sec. 7. increases the penalty for a disqualification for crime 
connected with wQrk. The claimant would ranain disqualified until he earns 
8 times his WBA rather than the current $400. 
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Appendix 0 

BILL #2 

"AN ACT Concerning Benefits under the Unemployment Compen­
sation Act" 

Be it enacted by the People of the State of Maine, as follows: 

Sec. 1. 26 MRSA, Chap. 13, subchapter VIII is repealed. 

Sec. 2. 26 MRSA §1191, sub-§2 is amended as follows: 

2. Weekly benefit amount for total unemployment. Each 
eligible individual establishing a benefit year on and after 
October 1, 1983, who is totally unemployed in any week shall 
be paid with respect to that week, benefits equal to 1/22 of 
the wages, rounded to the neares't lower full dollar amount, 
paid to him in the high quarter of his base period, but not 
less than $12. The maximum weekly benefit amount for claim­
ants requesting insured status determination beginning Octo­
ber 1, 1983, and thereafter from June 1st of a calendar year 
to May 31st of the next'calendar year shall not exceed 52% 
of the annual average weekly wage, rounded to the nearest 
lower full dollar amount, paid in the calendar year preced-
ing June 1st of that calendar year" except that during calen­
.dar years 1985 and 1986 the maximum weekly benefit amount shall 
remain at the level in effect on December 31, 1984. The amount 
of benefits payable to an eligible inqividual with respect to 
any week of total unemployment shall be reduced by t~e amount 
of any holiday pay which the individual has received or is en­
titled to receivp. for that week. 

STATEMENT OF FACT 

This bill contains two recommendations of the Unemployment 
Compensation Fund Study Commission. 

Sec. 1. repeals the seasonality provisions of state un­
employment compensation laws, among the most liberal in the nation. 
A Department of Labor determination that an industry is seasonal 
means that the payment of benefits to workers unemployed from 
the industry is restricted. An individual whose base period wage 
credits are all from seasonal work is entitled to benefits only 
for unemployment during the predetermined season when he normally 
would be performing that kind of labor, and no benefits outside 
the season. This is inequitable because another individual per­
forming exactly the same work but with no seasonal wages during 
his base period (i.e., he has not done seasonal work in his re­
cent past) is not treated under the more restrictive seasonality 
law, but under the regular unemployment law. Additional confu­
sion results if the employee's base period wage credits are from 
both seasonal and non-seasonal work, for his weekly benefit a­
mount is determined based on wages from both types of employment. 

The only definitive study on seasonality laws, done by 
Merrill Murray in 1972, recommends repeal of all seasonality laws 
because of their inequities and increased administrative burdens. 
Because of these reasons and because other provisions are better 



at screening claimants and minimizing costs ~ithout these un­
desirable results, only 9 other states now have seasonality 
laws in effect. 

Sec. 2. freezes the maximum weekly benefit amount during 
calendar years 1985 and 1986 at the level in effect on Dec. 31, 
1984. Currently, the maximum is determined every June 1st as 
52% of the annual average weekly wage during the previous calen­
dar year. Due to inflation, this leads to an automatic increase 
in the maximum WBA each year. This freeze is projected to save 
$4.7 mil. in benefits paid out of the Unemployment Compensation 
Trust Fund over the 2 year period. The normal method of calcu­
lation will resume in 1987. 
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