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Chairman Hackett, Vice Chair LaTourette, Ranking Member Bishoff and members of the committee, 

thank you once again for the opportunity to testify on House Bill 394. My name is Doug Holmes and I am 

the President of UWC - Strategic Services on Unemployment & Workers' Compensation (UWC).  UWC 

was established in 1933 and is a broad-based national association exclusively devoted to the issues of 

national unemployment insurance and workers' compensation public policy. I am here today to testify in 

support of House Bill 394 on behalf of The Ohio Manufacturers’ Association, Ohio Chamber of 

Commerce, National Federation of Independent Businesses – Ohio, The Ohio Council of Retail 

Merchants, and the Ohio Farm Bureau. 

I testify today to provide additional information as you consider potential amendments to the bill and to 

respond to some of the concerns raised by opponents of provisions in the bill. 

There is no tax reduction in HB 394. Contrary to the suggestion of some opponents, the bill includes a 

22% state unemployment tax increase beginning in 2018 that will remain each year that Ohio’s trust 

fund is below the minimum safe level based on the solvency guideline of the U.S. Department of Labor. 

Projections with respect to total revenue on an annual basis in the years from 2018 to 2025 assume no 

recession. When benefit payout is reduced during economic expansions, state unemployment 

contribution rates go down just as these experience rates increase in response to benefit increases. This 

is not a tax increase or decrease, but the functioning of an insurance system. 

Ohio’s UI trust fund insolvency was primarily caused by dramatic increases in benefit payout beginning 

in 2008 through 2011. From the third quarter of 2008 to the third quarter of 2009, benefit payout 

doubled from $1.4 billion to nearly $3.0 billion on an annual basis. Benefit payout continued at very high 

levels for 2010 ($2.3 billion) and 2011 ($1.8 billion). The trust fund rapidly went broke and the state was 

forced to borrow to pay benefits. 

During this period there was no legislation to reduce weekly benefit amounts or the duration of benefits 

or any other tightening of benefit payment amounts despite the significant imbalance. The average 

weekly benefit amount increased each year from 2011 to 2015, from $291.66 to $338.73. 

Except for interest on the outstanding loans from the federal government, employers in Ohio have 

born the entire cost of the insolvency of the fund. 

Employer state unemployment taxes increased from $1.1 billion in 2009 to $1.5 billion for 2011 before 

going down slightly with improved benefit claims experience to $1.48 billion for 2012 and $1.2 billion for 

2013. 
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The primary increased cost to employers began in 2011 with the imposition of Federal Unemployment 

Tax Act (FUTA) increases triggered by the outstanding federal loan. Beginning in 2011, employer FUTA 

taxes increased from $42 to $63 per employee and each year since the FUTA tax has increased an 

additional $21 per employee. The 2015 FUTA taxes to be paid in full by January 31, 2016 will be $147 per 

employee instead of the normal $42 per employee. For 2016 the FUTA tax is projected to go up again to 

$168 per employee, 400% higher than the normal FUTA rate and the second highest FUTA tax rate for 

employers of any state in the country. Only Connecticut has a higher FUTA tax rate. 

Since 2011 Ohio employers paid more than $963 million in additional FUTA taxes and are projected to 

pay $501 million more in 2016 and $597 million more in 2017. In total, it is projected that employers will 

have paid over $2 billion in additional FUTA taxes due to the outstanding loan balance.  

The opponents to HB 394 raise concerns about cuts to their various constituencies similar to concerns 

that have been raised time and again when UI solvency legislation has been considered in Ohio and in 

other states. In reviewing previous testimony I do not recall any witness suggesting areas that may be 

cut on the benefit side, and in fact, at least one witness suggested that employer taxes should be even 

higher and benefits increased.  

HB 394 is a thoughtful, serious, well-reasoned and balanced approach to addressing the challenging 

topic of unemployment trust fund solvency.   

I have additional comments with respect to some of the testimony from opponents and amendments 

being considered to HB 394 as introduced. 

Collection Authority 

There was some opposition to the increases in the time in which fraud may be prosecuted and/or the 

time within which overpayments may be ordered and/or collected. These provisions are consistent with 

provisions in other states. According to the U.S. Department of Labor, 26 states currently have no 

limitation on the time within which fraud overpayments may be collected through offset and 16 states 

have no limitation on the time during which non-fraud overpayments may be collected through offset. 

Current statutory limitations in Ohio unduly restrict efforts by ODJFS in the identification and collection 

of overpayments, and result in millions of dollars in overpayments not being pursued and/or effectively 

written off when they remain collectible.  

The annual mutualized account report prepared by ODJFS for 2015 shows that $19,879,369 in overpaid 

benefits were not recovered. HB 394 provides increased flexibility and time for ODJFS to more 

effectively administer the overpayment identification and collection functions to improve integrity and 

the solvency of the trust fund. 
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Construction Employment 

Earnings Requirement 

The issue of cyclical employment in the construction industry is not unique to Ohio and has been 

addressed by many states including states with colder climates. At least 30 states (including Alaska, 

Idaho, Illinois, New Hampshire, New York, North Dakota, Pennsylvania, South Dakota, Vermont and 

Wyoming) require wages in at least two quarters during the individual’s base period. Indiana and 

Kentucky require that there must be wages in at least two of the most recent quarters in the base 

period. 

The language in AM 1514x1 effectively responds to opponent concerns by minimizing the impact on 

employees in the construction industry while providing a more meaningful workforce attachment 

requirement that is similar to other states. By changing from requiring earnings in at least three quarters 

in the base period to two of the most recent three quarters in the base period, the new test would not 

adversely impact construction workers because of the effect of the alternative base period and the 

likelihood that any worker attached to the construction industry would be able to qualify monetarily.  

A worker who becomes unemployed in January who qualified with earnings in the regular base period of 

the four quarters ending in September would need only to have some earnings of any amount in two 

quarters within the period that includes April, May , June, July, August and September – all clearly within 

the outdoor construction season. Those who did not qualify because of insufficient earnings in the 

regular base period could qualify using the alternative base period of the four quarters ending in 

December. They would have still two quarters in which to have some earnings of any amount.  

Waiting Week 

The amendment language in AM 1513 effectively responds to the concern that individuals in the 

construction industry would choose not to accept very short term spot work if they would be denied 

unemployment compensation for the following week. That provision was deleted and replaced by 

language that would require an additional waiting week within a benefit year only when an individual 

failed to timely file claims for three consecutive weeks. This amendment is consistent with sound claims 

management practice in identifying individuals who have not continued to be unemployed and will 

assist in avoiding fraudulent claims and finding identity theft when individuals use stolen social security 

numbers to file claims. 

Number of Potential Weeks of Unemployment 

The recent trend among states addressing UI solvency has been to reduce the number of potential 

weeks of unemployment based on the total unemployment rate. Effective January 1, 2016, Missouri 

joined the growing list by changing to a sliding scale of 13 – 20 weeks. Other states with similar 

provisions include Kansas 16 -26, Florida 12-23, Georgia 14 -20, and North Carolina 12 -20. Michigan and 

South Carolina also reduced their maximum number of weeks to 20 from 26. 
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The number of potential weeks is a primary driver of insolvency, particularly when individuals work 

partial years and then exhaust 26 weeks of benefits before returning to work. This pattern not only 

negatively impacts the balance in the unemployment trust fund, but can have the effect of increasing 

taxes for all employers.  

Mutualized Tax 

The mutualized tax that is part of Ohio’s unemployment law imposes a flat tax of up to 0.5% to cover 

payments from the unemployment trust fund that are not chargeable to employer accounts or are 

benefit overpayments that are uncollectible. As a result of the 1980s recession in which large amounts 

of benefit payments were effectively written off and charged to the mutualized account, the account 

became seriously negative. Legislation was enacted to credit the account with the FUTA tax revenue 

from the increased FUTA tax for the purpose of assisting in reducing the negative balance in the 

account. The account now has a very high positive balance so that an additional mutualized tax is not 

imposed under state law. The balance is now positive because employers paid more in FUTA taxes.  

Weekly Benefit Amount Freeze 

Ohio’s current maximum weekly benefit amount is higher than the national average and higher than any 

surrounding state except Pennsylvania. Nineteen states, including Michigan and Indiana, do not have 

automatic increases in the maximum weekly benefit amount. A freeze until Ohio’s trust fund is solvent is 

a reasonable response to address solvency. 

Number of unemployed workers paid benefits compared to total unemployed 

It is a positive feature of Ohio’s system that a lower percentage of the total workforce is being paid 

unemployment compensation. Lower percentages are indicative of recovery from recessions while 

higher percentages indicate recessionary periods. The purpose of the employment security system is to 

enable unemployed workers to find work. The goal is not to maximize the number of individuals 

receiving unemployment and the number of weeks of benefits paid. 

Ohio’s lower duration rate on average is due to a relatively high percentage of the workforce engaged in 

employment in which there are short term layoffs, typically in manufacturing. The effect of a larger 

number of short term periods of unemployment is to bring down the overall average duration and 

exhaustion rate. Despite these positives, the UI trust fund is significantly insolvent. 

Social Security Offset 

The language in AM 1557 effectively responds to concern with respect to the offset of social security 

retirement payments against unemployment compensation payments. As part of the overall solvency 

package this appropriately provides that 50% of the Social Security payment should be offset. This is 

consistent with federal law that requires offset under 26 USC 3304 (a) (15) and permits states to reduce 

the amount of the offset in light of contributions made by the individual. As individuals contribute 50% 
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of the payroll tax that is dedicated to pay for Social Security retirement benefits, it is logical to provide 

for a 50% offset against unemployment compensation. Minnesota currently provides for a 50% offset. 

Federal Conformity and Compliance 

We would remind the committee that Ohio's system must meet federal conformity and compliance 

criteria. The unemployment insurance system is bound to follow federal requirements in order for states 

to qualify to receive federal grants to administer the program and bound to provide for uniform 

treatment of individuals in employment with respect to benefit eligibility. Federal conformity and 

compliance should be clearly met to avoid the consequence of loss of federal administrative funding 

and/or the employer offset credit against the FUTA tax. 

A provision which results in Ohio not meeting the requirements of 26 USC 3304 would result in 

employers in the state losing the full offset credit against the FUTA tax. The normal FUTA rate of 0.6% on 

the first $7,000 would increase to 6.0% so that the FUTA tax would immediately increase from $42 per 

employee to $420 per employee. 

We caution the committee as you consider amendments to HB 394 to be mindful of the amendments’ 

impact on solvency and to assure that Ohio’s system remains in compliance and conformity with federal 

law as determined by the U.S. Department of Labor. 

I once again appreciate the opportunity to testify and hope this additional testimony will assist you as 

you further consider HB 394.   
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