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The Employment Security Law Study Committee was e€stab-
lished under the directive of House Concurrent Resolution 8@
(attached at appendix A) to study and report rtecommendations for
changing the employment security law to the Sixty-sixth Genera:
Aggembly, 1976 Session. In addition to the Chairperson, Senator
Eugene Hill, the Study Committee was composed of the following
menmbers:

Representative Richard L. Byerxly, Vice Chairperson
Senator Lucas J. DeKoster

Senator Calvin Q. Hultman

Senator Fred W. XNolting

Senator Cloyd E. Robinson

Representative Glenn F. Brockett

Representative Dale M. Cochran

Representative John H. Counnors

Representative Willis E. Junker

The Employment Security Law Study Committee fel eight
times soliciting information concerning the present structfure of
the Employment Security Commission, and the problem of generating
sufficient revenues to meet the current unemplovment compensation
benefits which are approximately equal te $5101,743,197 for the
calendar year 1975,

The Committee originally convened under the Chairmanship
of Senator Hill and solicited information concerning the present
unemployment conpensation system from the Employment Securitv
Commission. Information in response to Commitice members' reguests
has been furnished by Mr. John Peters, Mr., Fred Porcter, My, Dick
Sampson and Mr. Dave Beard of the Employment Security Commission,
The Committee questioned the data provided in previous legislative
sessions which ofren resulted in substantial differences in data
furnished in response to questions submitted te the Employment
Security Commission staff, The Commictee determined tiat the
complex nature of employment security law and the data available on
unenployment benefits and unemployment in the labor force must bhe
carefully analyzed taking careful <consideration of che kind of
information requested. The Committee concluded that questions to
the Employment Security Commission should be in writing with ecach
respounse titled by the question and the response given specifically
to the question asked to avoid possible communication shortcomings.

At the XNovember 13, 1975 meeting, the Committee
tentatively finalized recommendations for bill drafts in twe arcas:
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L, Subscantive law changes to the organization and
distribution of unemployment compensation and the generation of

revenue sufficient to meet unemployment compensation benefirs.

2. A reorgaunization of the Employment Security Commission
chang iy the threc-member conmission to a single executive
director.

Changes to Unemployment Compensation
Funding and Benefits

The Committee’'s decision in this area was influenced by
the following information:

Trust fund balance, from which un-

employment compensation benefics

are drawn, contained on December

31, 1974 .. et et ettt e n ettt e s reree-as S123,283,751

Trust furd on November 10, 1975
contained .. i e e e e e et e ettt ettt a e e rerrrene-a 5 76,000,000

Anticipated contributions te the
date VDecember 31, 1975 will total
dpproNimately ... i it it it eeses. (*#)Y 5 8,600,000

Additional benefirs from November
L6, 1975 througnh December 31, 1975
will be approximately .. ..iiiirertrrrocanreaeseans =) $ 20,000,000

Leaving 2 trust fund balance on
Decembor 31, 1373 0f v i it ins e eeesstaseeenesenaasss $ 64,600,000

Additional, benefit payments through
April 30, 1976 prior to any addi-
rional contributions from the in-
creidased contribution rate enacted
by the Sixty-sixth General Assembly,
1975 Session, will equal approxi-
mately ....... Gt e ae et ae ettt e easse S5 39,300,000

Leaving an anticipated trust fund
balance on April 30, 1976, of ...ttt ennnener-aa $ 25,300,000

The Committee noted that the unemployment compensation
benefits were increased on July 1, 1975 and the current figures for
pavments do not accurately reflect pavments based on the increased
benef{it levels. Additionally, benefits will be recomputed as the
average state wage changes.

Employer contriburions during the
1974 calendar year were approxi-
MAL LY it es s neetvetoroaassusonrersensenncsasnsarnssassas-asa 9 29,300,000




Employment Security Law Study Committee
Final Report - January, 1976
Page 3

During the 1975 calendar year,
employer contributions will equal
APProxXimarely ... ..t iia et e s eeeees S 42,000,000

Through July 31, 1975, $32,5342,881.64 was collected in
contributions.

The trust fund balance on January 1, 1476 wads
approximately $64,600,000 and the emergency measures adopted by the
Sixty-sixth General Assembly, 1975 Session--that is an increase in
the taxable wage base from $4200 to $6000 and an add-on tax of 0.7
percent to each employer's tax rate--are estimated, bascd on 1974
employer data, to bring in approximately $70,000,000. If benefit
payments remain the same as in calendar vear 1975, the trust fund
en January 1, 1977 could be as low as $36,100,000.

{(January 1, 1976, trust
fund Palance ...ttt anaass 5 64,600,000

Estimated income during

1976 ........ et ettt a ittt et e ees Y S 70,000,000
Interest L., it et neeennosoosecnecenesnanas (+) $ 3,500,000
Total ......... C e e et e e e aees S138,100,000

Estimated benefit payments ..............(=) §102,000,000

January 1, 1977 trust fund
balante ...veirnrnnonrrarsnsannas cieeeeeaas $ 36,100,000)

However, contributions to be received in the 1977 calendar
vear will not begin to supplement the unemplovment trust fund until
April of 1977. Thus, the $36,100,000 must finance the unemplovment
benefirs teo be paid in the first four months of 1977. If the bene-
fir payments increase the trust fund could be dangerously closxe to
a zero balance just prior to receipt of the first emplover
contributions in April of 1977,

Faced with the tremendous expansion of unemployment com-
pensation benefits due to the rise in the benefits paid and the
number of unemployed, the Study Committee recommends that a bill
draft be prepared to be considered by the appropriate standing
committees in the House and Senate as a working bill drafe. The
bill »prepared for the Study Committee will effect the followiagp
changes:

Section 1 changes partial wunemployment benefits <to
require a dollar for dollar reduction of wunemployment benctits
for each dollar in excess of fifteen earned while opartially
employed.
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Sectiens 2, 3, and 4 changes terms from "computation date'
to "percentagce of excess computation date”, and "vear” to a "rate
periced" which is a six-month period, Section 4 raises the initial
contribution rate from 1.5 percent to 2.0 percent for nonconstruc-—
tton emplovers.

Scction 5 changes the terms to reflect a rate rtable do-

termination Jdate to  he changed twice a year and adds new tables.
This scetlion provides that red balance emplovers (those with a
nepat fve percentage ol excess) shall pay a minimum of 3.5 percent
and o owmasiwmur of 5,0 percent over the present range of 3.0 percont
to 4.0 perceut, The 1nitial contribution rate for construction
cmployers is raised from 4.0 percent to 4.5 percent. This section
also eliminates the 2.7 percent contribution limir on the first
$10,000 of wages each quarter for employexr contributions by '"red
balance" emplovers (negative percentage of excess employers).

hese tables are designed to raise an amount equal to the benefit

pvayments for unemplovment compensation in the previous year plus an
amount te build up a reserve in the umemployment trust fund equal
to 1.75 rimes the highest annual benefit payment made in the 1last
ten vears, If the fund goes broke, a 0.5 percent tax shall be
added to the contribution rate of each employer.

Section 6 changes terms--"computation date"” to "percentage
of c¢xcess computation date”.

Sectrion 7 provides, by striking an exception, that all
school emplovees under contract for the following year shall be
ineligible for unemployment compensation benefirs.

Section 8 excludes from eligibility for wunemployment
compensation state cemplovees whose employment is contingent upon
the legislature being in session.

Section 9 defines partial emplovment to clsarify eligi-
bility for an employee reduced in hours by his full-time emplover.

Section 10 changes the wage upon which unemployment taxes
are paid from the emergency level of $6,000 for 1976 only, to 73
percent of the statewide average wage, calculated annually zrounded
to the next highest 5100, or to the federal taxable wage base if
higher.

Sections 11 and 12 strike the definition of "computation
date” and define "rate period”, "percentage of eXcess computation
date'", and '""rate table determination date'.

Section 13 is the effective date provision,

The Committee also suggested that the standing committees
considey the following recommendations:

1. The emergency employer contribution measures presently
found in section 96.7, subsection 3, paragraph e which provide for
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a nminimum flar rate for all employers are inadequaie to mect the
current benefit demands, These emergency measures should be
carefully reassessed by the appropriate standing committees.

2. Recently the Employment Security Commission considered
whether or not teachexs are eligible for temporary unemplovment
benefits under amendments to section 96.19, subsection 10 paragraph
¢ which reads:

¢, An Individual shall be deemed temporarily unemployed if
for a period, verified by the commission, not to exceed four
consecutive weeks, he 1is wunemploved due to a plant shutdown,
vacation, inventory, lack of work or emergency from his regular job
or trade in which he worked full time and in which he will again
work full time, if his employment, although temporarily suspended,
has not been terminated.

The Committee suggested that this language should be ex-
amined to determine if a clarifying change is warranted to assure
ineligibility of employees wunder contract during perjiods of
temporary unemployment.

3. The Committee recommends that the appropriate standing
committees review the methods by wiich revenue 1is raised from
emplovyers to meet benefit payments. The Study Committee suggestcd

that the following alternatives should be considered:

a. Review of the rate tables in working draft IV and provide
for implementation of tables based on 1975 experience when the data
becomes available in the latter part of Januarv, 1976,

b. Study the implementation of a flat rate for all employers
sufficient to meet current benefit payments and build up an
unemployment trust fund account reserve to meet future emergency
unemployment situations.

¢. Evaluation of a fixed table with various (fixed added
percentage contribution rate increases to be implemented based upon
the level of assets in the unemployment trust fund account.

d. implementation of a directive to the Emplovment Security
Commission to develop an enmployer <contribution table within
specified percentage of contribution limitations and designed to
raise an amount sufficient to meet current Dbenefit pavments plus
build vup the  unenmployment trust fund account to 1.73> times the
highest benefit payments made in any calendar vyear in the ©pro-
ceding ten calendar years,

A copy of the bill draft prepared plus copies of alter-
natives that the Committee considered are to be forwarded to the
appropriate standing committees,
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Reorganization of Employment
Secuxity Commission

The Committee heard testinmony from the three Commis-
sfoncrs and from each division head concerning the advisability of
retaining  the commission approach or of abolishing the commission
and providing for a single director. The testimony overwhelmingly
tavored abolishing the commission,

The Committee recommends that a Department of Employment
Sccurity be established te¢ be adwministered by a Director of
Employment Security who Is appointed by the Governor with the
approval of two-thirds of the members of the Senate to scrve at the
pleasure of the Governor. The Director's salary will be set by the
teneral Assembly.

An appeal board is established to hear and decide dis-—-

puted claims,. The appeal board will consist of three members
appointed by the Covernor with the approval of two-thirds of the
members of the Senate ¢ serve staggered six-year terms. OUne

member will represent the general public, one member will represenr
emplovers and one member will recpresent employees, They will meect
as wften as necessary and will receive forty dollars per day plus
expeunses,

An advisory council is also established to advise the
director on matters within the jurisdiction of the department,
except matters relating to the investment of retirement funds., The
advisory council <consists of aine members, three representing
employers, three representing emplovees, and three representing the
general public appointed by the Governor with the approval of two-
thirds of the members of the Senate., The members of the advisory
council will serve staggered six-year terms.
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APPENDIX A

HOUSE CORCURRENT PESOLUTION £0
* By Connore, Drake, Byerly, Jeese end West

Whereas, the standing commitices in the House of
Representatives and the Senzte arc desniy concerned
nbout the entire funding siructure of the lowa
employment secyrity connristion; and

Whercas, there is serious concern abour the
detennination of contributions io the lewa cmhloyment
securnity fund;: and

Wherces, there is also scrious concern about the
determinztion of benefits under the exizting lowa
cmployinent security law; Now Therejore,

Be It F2esolved by the Howse of Representalives,
the Senate Concurring, ‘That the lemislative council
ts suthorized to create a stedy commitiee as provided
by law, composed of inembers of the Senate andg the
House of Representatives representing bath political
partics, to conduct a study during the 1975 interim
to review the employment recunty law: and

Be Jt Further Resolvcd, That the study committae
shall prepare a report of itz findinzs and
recommendations and submit it 4o the le~jslative
council and the members of the Sixte-sinth General
Assembly, 1976 Sessiun, acvonmipanied by lefisintive
bill drafis designed to carry out the recommenaationa
of the ttudy committcee,




