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UNEMPLOYMENT INSURANCE —-EMPLOYER HANDBOOK

The Unemploymentinsurance (Ul) programis administered by the Indiana DepartmentofWorkforce Development(DWD).
This guide helps employers understand how they are affected by the law governing the Ul programin Indiana. This guide
explainsthe following:

« HowDWD opens and maintains an employeraccount
e Employers’premiumobligations
e  Theconditionsunderwhichformeremployees can collect Ul benefits

* Anemployer'sresponsibiliieswhen aformer employeefiles a claimfor benefits.

If you encountera termthatis unfamiliar please see the glossaryfor an explanation.
This guide is for general information, not to cover all phases of law or to answer all questions.

The Employer Handbookis a living documentand willinclude changesfromthe US Congress and the Indiana General
Assemblyas they arefinalized.

For copies of laws relating to DWD, visit www.in.gov/legislative or call (800) 437-9136.

Ul at a Glance

MaximumWeeklyBenefitAmount: $390
MinimumWeeklyBenefitAmount: $50
BenefitLength: 8-26weeks

2001-2010 2011-2020

Rate Rate $ Amount Rate $ Amount
Minimum 1.1% $77 0.5% $47.50
New Employer 2.7% $189 2.5% $237.50
Maximum  : 56% :  $392 7.4% $703

* This information is subject to change per the US Congress and Indiana General Assembly. Due to HEA 1450 (2011) there is also an 7% interest surcharge added
to each employer’s premium for calendar year 2011 to pay the interest on the Ul Trust Fund loan from the federal government. In years following, the interest
surcharge percentage amount will be determined by DWD.
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|. INTRODUCTIONTOUNEMPLOYMENTINSURANCE

A. Ul —In General

Unemploymentinsuranceis afederal-state programfinanced throughfederal and state employerpayroll premiums. Itis
regulated underthe Federal Unemployment Tax Actand the State UnemploymentTax Act.

Federal Unemployment Tax Act (FUTA)

The lingering effects of the Great Recession can still be felt every year when your Federal Unemployment Tax Act
(FUTA) tax bill comes due. As you probably know, Indiana began borrowing from the federal government to pay
unemploymentinsurance (Ul) benefits in November, 2008.

Two years later, Indiana qualified as a “Credit Reduction State”, meaning the State had been borrowing from the federal
government to pay Ul benefits for two consecutive years. By 2012, 25 states were borrowing from the federal
government to pay unemployment insurance benefits. In order to pay the principal of the loan, FUTA tax credits are
decreased by the federal government, resulting in a tax increase to employers.

The US Department of Labor calculates FUTA taxes in the first quarter for the prior taxable year. The FUTA tax is 6.0%
of the first $7,000 in wages paid to each employee but employers paying their taxes in-full and timely receive a 5.4%
credit. Therefore, in normal times, employers pay 0.6% in FUTA taxes. As part of the terms of the loan, the federal
government reduces employer FUTA tax credits by 0.3% every year of borrowing. This calculation began in 2010 for
Indiana, payable in 2011. Employers made an additional payment of $21 per employee in 2011, $42 the next year, and
so on, until the repayment of the entire loan occurs.

Indiana subsequently acted to offset employer FUTA tax increases by changing state Ul premium rates. As aresult, in
2011, half of Hoosier employers experienced a net decrease in premiums, while the other half, who had a history of using
the trust fund more, paid higher rates. This, combined with closing many Ul eligibility loopholes, and the introduction of a
fair weekly benefit calculation for Ul recipients, resulted in a balanced solution to bringing solvency to Indiana’s Trust Fund
and paying off the loan.

For the first time in over a decade, Indiana began paying out less in benefits from the Trust Fund than premiums paid in
during 2012. Current Indiana Department of Workforce Development projections show the federal government loan will
be repaid by mid-2016. If these projections hold true, there will be no additional FUTA payment in 2017. (Please refer to
the payment schedule below.) The payable year indicates the due date of the payment, not the year on which the
paymentis based.

PayableYear Basic Credit Additional Payment/ Total FUTA Rate
Reduction Employee
2011 0.3% $21 1.10%
2012 0.6% $42 1.40%thru 6/30/11

1.20% after 7/1/11

2013 0.9% $63 1.50%

2014 1.2% $84 1.80%

2015 1.5% $105 2.10%

2016 1.8% $126 2.4%

2017* 0%* $0* 0.6%
*Projected
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State Unemployment Tax Act (SUTA)

Employers pay SUTA premiumsto the state. Premiums are paid by the employerwithout deductionfrom the wages of an
employee.

Factors such as number of former employees receiving benefits, voluntary payments, and the transfer of all or part of an
existing Indiana business impact the rate. Your rates may also be affected by how long you have been subject to SUTA,
yourrecentreporting,and late payments.

Contributions are deposited into the state Ul Trust Fund. The money from this fund is used only to pay Ul benefitsto those
eligible. Forthe purpose of this manual, all premiumrates discussedreferto the Ul premiums paid to the state under SUTA.

Certification

The IRS requires DWD annuallyto report all wages and all premiums paid by each employerfor a particularcalendar year.
DWNDis alsorequiredto reportrates and whetheror not payments were timely.

If the wages and payments you reported on your annual IRS Form 940 do not match what you reported and paid to DWD,
youmay receive a discrepancyletter fromthe IRS or DWD requesting an explanation. You must eitherfile a corrected IRS
940 or correctyourwage information with DWD.Wage information corrected by a DW D audit or posted to anaccountas a
result of the estimation process cannot be adjusted by the employer. If DWD has determinedthat you are operatinga single
employing unit under multiple federal employeridentification numbers (FEIN), please contact DW Dto set up unique location
codes for each reporting unit to facilitate manualfederal certification.

Method of Payment

The two methods of paymentunder SUTA are reimbursementand contribution. DWD also classifiesemployers usingthese
terms. Reimbursementis coveredin Section |l-G.

Regularpremium payments are considered contributions. Employers paying regular premiums based on establishedrates
are called “contributingemployers.” Most employers pay premiums (contributions)at a specified rate on a quarterly basis. All
contributingemployers pay at a rate based on their “experience.”Premiums must be paid on or before specific due dates or
the employeris subjecttointerestcharges, late payment penaltiesand collection costs.

Table of Content
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II.GETTINGSTARTED

A. Employer Qualifications

Individuals and businessesthat pay wages in Indianaare required to open a state unemploymentaccount with DWD. Only
the person orlegal entity that actually paid the wages is able to open an accountwith the department.

Registering new entities that are commonly owned, managed, or controlled by existing Indiana employers is subject to
certain limitations and may be subject to additional reporting requirements. For additional information on commonly
owned, managed, or controlled entities, please see section X - F.

Ingeneral a businessis not considered an employerand s notrequired to open a state unemploymentaccountwith DWD
ifitdoes not meet the criteriadefined below. If you have questions about employerqualifications, please contact DWD at
(800)437-9136 and choose option2.

Definition of Employer

Youare liablefor Ul premiums under the Indiana Departmentof Workforce Development Act (DWD Act)and consideredan
employerif ANY of the following apply to you:

Regular Business Entity (Ind. Code § 22-4-7-1)

« Youhave liability to pay one dollar ($1) or more in remuneration to a covered worker

Complete Acquisition (Ind. Code 8 22-4-7-2(a))

You have acquired all or the vast majority of the assets of an organization, trade or business, and you use these in
the continuance of a trade or business. For the purpose of employer qualification, the workforce of an existing
business may be considered to be an asset of the business.

Partial Acquisition (Ind. Code § 22-4-7-2(b))

You have acquired a distinct and separate portion of an organization, trade, or business,and useitin the
continuance of a trade or business. For the purpose of employer qualification, the workforce of an existing
business may be considered to be an asset of the business.

Entity with FUTA Liability (Ind. Code § 22-4-7-2(f))

Youare liable for any federal Ul premiums (FUTA, see section |-A) in another state. This makes youimmediately liable
whenyou have employees employedin Indiana.

Voluntary Election (Ind. Code § 22.4-7-2(d))

You elected to be subjectto the DWD Actto the same extentas any other employer, assumingyou do not meet any of the
other definitions of employerlisted in this section. Certain exclusions apply.

Agricultural Employer (Ind. Code § 22-4-7-2(¢))

«  You have agriculturalemployeesand pay $20,000 or more in wages in a calendar quarter, or
e Youhave 10 or more agricultural employeesfor some part of a day for 20 weeks during a calendar year
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II.GETTING STARTED (continued)

Note — if you operate both an agricultural enterprise and a non-agricultural enterprise under the same employer
identification number, you must keep separate accounting for your payroll related to the work being performed and must
report any non-agricultural wages under the appropriate qualification section. Failureto keep separate records may
resultin all wages paid being re-classified as covered employmentunder Ind. Code §22-4-7-1.

Governmental Employer* (Ind. Code § 22-4-7-2(g))

Service performed by an individual to any governmententity, for any amount of wages. Governmentemployersare
requiredto pay Ul premiums starting with the first dollar of payroll.

Exclusionsinclude: elected officials, members of a legislative or judiciary body, members of the state National Guard or Air
National Guard, employees serving on a temporary, emergency basis, and individuals designatedin major non-tenured
policy-makingoradvisory positions.

Not-for-Profit Employer* (Ind. Code § 22-4-7-2(h))

You are a corporation,community chest, fund, or foundation organized and operated exclusivelyfor religious, charitable,
scientific, testing for public safety, literary, or educational purposes, or to foster national or internationalamateur sports
competition (but onlyif no part of your activitiesinvolve providing athletic facilities or equipment), or for the prevention of
crueltyto children or animals (26 U.S.C. 3306(c)(8),501(c)(3));

No part of your net earnings go to the benefit of any private shareholder or individual.

You employfour or more individualsin 20 differentweeks during the samecalendaryear. Thereis no minimumdollar
amount associated with this qualification, and the workers do not need to perform services on the same day or at the
sametime.

Additional exclusions apply to churches, conventions of churches, associations of churches and to businesses that are
primarily operated for religious purposes and which are supervised, managed, controlled, or principally supported by a
church.

*|f you are a Governmental or Not-for-Profitemployeryou may opt to become a Reimbursable Employer, as opposed
toan employer paying premiums. See Section |1-G for more details.

Domestic Employer (Ind. Code § 22-4-7-2(i))

You hired household help of any kind and paid a total of $1,000 or more in wagesin any calendar quarterin a calendaryear.

PEO - Professional Employer Organization (Ind. Code § 22-4-6.5)

A PEO must register with DWD specifically as a Professional Employer Organization and must make an election at the
time of qualification to be treated as either a single employer for internal and client employees (Employer Level), or to
be treated as multiple employing units for internal and client organizations (Client Level).

If the PEO fails to make a timely election, or fails to register as a PEO with DWD, the PEO will automatically be treated as a
clientlevel PEO.

A PEO at the employer level qualifies on the first dollar of payroll to any internal or client employee. A PEO at the clientlevel
qualifies for a separate accountonly if the PEO has internal employees with work localized to Indiana.

Commonly owned, managed, or controlled PEOs must make one electionfor all affiliated PEOs and may maintain only one
employer level account.

See Section Xlll for achartlisting special types of employmentand payments and their status regarding
Ulpremium liability.
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II. GETTING STARTED (continued)

B. Employee Qualifications

An employeeis an individual that performs a service for you in the normal course of your business and receives paymentfor
that service. In order for this individual to be eligiblefor Ul benefits, the individual must be an employee, notan
independentcontractor.

Individuals will be consideredindependent contractors for the purposes of the UIONLY IF ALL of the following apply:

e Theindividualis free from control and directionin connection with the performance of their service, and

e Theserviceis performed outside your usual course of business, and the individual's usual area of employmentis
notwithin yourbusiness,and

< Theindividualis customarilyengagedin anindependently establishedtrade, occupation, profession, or business of
the same nature as the work she/he doesfor you or is a sales agent whois paid on commissiononly and has
complete control over his/herowntime and effort.

Unless EACH of the above apply to the individual, thatindividual will be considered an employee.

NOTE: Itis therightto control thatis important. Itis not necessarythat the controlis everexercised.
Employmentis determined by state law and not by recognition of independentcontractor status by the IRS.
Employmentas definedfor Ul purposesis differentthanitis definedfor IRS purposes, workers compensation,
etc. If you have questionsabout a specific work relationship,please call (800) 437-9136 and choose option 2.

C. Multi-State Employment

If an employee performs all duties in one state theirwages are reportable to that state. If an employee performs dutiesiin
more than one state the following criteria are used to determinein which state to report wages:

* Reportwagesto the state from which the employee has a base of operations if some part of the work is
performed in the same state as the base of operations. The base of operations can be a corporate office,
regional office, legal address of a sole proprietor, etc. If there is no base of operations, or work is not
performed in the same state as the base of operations,

« Reportwagesto the state from which the employee is directed and controlled if some part of the work is
performed in the same state as the origin of the direction and control. If there is no work performed in the state
where direction and control originates,

« Reportwagesto the state in which the employee resides if some part of the work is performedin the state of residence.
If none of these conditions apply, contact DWD at 800-437-9136 option 3.
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II. GETTING STARTED (continued)

D. Employer Registration

If you are an “employer”as definedin Section lI-A, you must register with DW D during the first quarter you are liable to pay
premiums according to the requirementsabove. Please note that you should provide both a mailing address and the
physical address where the work is preformed if those are not the same.

You can registeronline using our online Uplink Employer Self Service program, at
hitps:/uplink.in.aov/ESS/ESSLogon.htm. The Uplink Employer Self Service Systemgivesyouimmediateaccessto
services and information online 24 hours a day, 7 days a week.

Uplink Employer Self Service allows youto do thefollowing online:

e Registerasanewemployer

< Reviewandmaintainunemploymentinsuranceaccountinformation

e Submitquarterlyunemploymentinsurance contributionreports

« Make payments by e-checkand creditcard (certainfees apply)

If you are an employerwith an existing SUTA accountnumberbe sure to check the “Yes’ option button on the first screen
afterclicking ‘New User’ on the Employer Self Service logon screen. To register an existingaccount, you willneed your
FEIN number, your SUTA number, and the total gross wages from your last quarter.

You may also register by completing State Form 2837 (Reportto Determine Status), whichis located at
www.in.gov/dwd/2406.htm, or call DWD at (800) 437-9136 and request the form be mailed to you. If you choose to
complete a paper copy of this formit must be mailedto:

IndianaDepartmentof Workforce Development
10N. Senate Ave., RM SE 005
Indianapolis, IN 46204-2277

DWD will give you an individual accountnumberwhen you qualify. If correct premiums are not paid on time interest and
penaltieswill be charged as outlinedin Section VI-D. If you needto change the authorized employer representativefor
UplinkEmployer Self Service please use the “forgot user name” and then “forgot email” options. See

hitp://www.in.aov/dwd/2724 himforinstructions.

E. Required Poster

Allemployersliablefor Ul premiums must prominently display the Unemploymentinsurance informational poster provided

by DWD. You can download the poster at http:/Awww.in.gov/dwd/2455.htm. Posters should be posted in multiple locations
at each work site so that every employee can adequately view. When asked, you must give employees information about all
Ul rights and benefits underthe law.

If you do not have a permanentcommon worksite thatis regularly visited by all employees DWD will provide you with
individualnoticesforemployees.

F. New Hire Reporting/Preventing Fraud

UnderIC 22-4.1-4-2 and the Federal Personal Responsibilityand W ork Opportunity Reconciliation Act of 1996 (PRWORA)
all public, private, non-profitand governmentemployers are required to report all newly hired employees, or employees
returning to work after a break of at least 60 days, within 20 days of hire (this should be the first actual date of work).
Failure to do so could resultin a fine of $25 peremployee notreported, or up to $500 if it is discovered the failure to report
was part of a conspiracy between the employer and employee.
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[I. GETTING STARTED (continued)

Why is new hire reporting important?

Reporting yournew hires helps protectyouraccountand otheremployers againstfraudulentunemploymentclaims.

How do | report new hires?
1) Gather information

Theinformationyouwillneedto gatherincludes:

e Dateofhire
e Employeename

- e Dateofbirth
 Employee’smailingaddress

. , e Eligibilit dicali
 Employee’'sSocial SecurityNumber(SSN) igibilityformedicalinsurance

2) Createthereport

e Visitwww.in-newhire.com. Instructionswill guide you through the process.

3. Submitthe report
e Youcan submitreportsviaany method discussed onthe new hire website (listed above.)

e Yourpayrollservice canalso reportyour new hires. (Itis your responsibility to make sure the payroll service
completesthis process.)

G. New Employer Premium Rate

New employers, exceptemployers acquiring other employers, govemments, and employerswith a NAICS code beginning with 23, pay
premiumsatthe 2.5% rate.

Beginningin 2014, the new employer rate for employers with NAICS beginning with 23 (construction companies) is the
lesser of 4.0 or the average rate for all construction companies. The new construction company rate for 2015 is 3.82%.

The premium rate for new governmentemployersis 1.6%.
New employers may qualify for a merit rate after they have completed BOTH of the following:

- Registeras an employer subject to the Act for 36 consecutive calendar months ending on June 30" of the year
immediately prior to the merit rate year (Requirement A)

« Reportsome wages in each of the three 12 month periods ending on June 30" of the year immediately prior to the
Meritrate year (Requirement B)

To qualify for the lowest possible premium, employers must meet both requirements A and B and have no delinquent
quarterly reports or payments. (Requirement C)

Ifthe above criteria have been met, the employeris eligibleforan experiencerate, alsoknownas a merit rate. Experience
rates are detailedin Section VI-A.

H. Reimbursable Employers

Not-for-profitand governmental employers may choose to be a reimbursable. This means they reimburse the Ul Trust Fund
forbenefit paymentsto theirformeremployeesinstead of making regularpremiumpayments.
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II. GETTING STARTED (continued)

Become a reimbursable employer by:

< ProvidingDWD a copy of your Internal Revenue Service (IRS) 501(c)(3) exemptionstatus letter, or an application
forexemptionstatus;and

e  Submittinga completed“Electionto Pay Tax”form, DWD 1065, located at www.in.aov/dwd/2406.htm.

Theseforms mustbe submitted within 31 days of your original qualification date. Retroactive or late reimbursementelections
are not allowed. If youfail to elect reimbursable status, you will automatically be a contributory employer. Governmental
employers qualify on the day that they issue the first payroll check to an employee. Not for profit employers qualify on
the last day of the quarter when they have the fourth employee in the twentieth week of the year.

Once an employer becomes a reimbursable employerthe status is in place for a minimum of two calendars years. The
election to be a reimbursable employer is in effect until revoked. An employer may revoke the electionto be
reimbursable by filing DWD form 1065 on or before December 1stin the year prior to the year the revocation is to be
effective.

Reimbursable employers must also file quarterly reports UC-1 (reporting gross wages only) and UC-5 as described in
Sectionlll.

Reimbursable employers are charged for all Ul benefits, including extended benefits not reimbursed by a federal
program, benefits expendedin error, and benefits under appeal, paid to:

e Formeremployees
« Employeesworkingreducedhours

e Laid-offemployees

See Section VII-C formore information on how benefit payments are charged.

Choosingto reimburseinstead of making regular premiumpayments obligates your organizationto pay
reimbursementinvoicesin full by the due date regardless of any pending protests of charges. Penalties will be
assessedtoanylate payments.
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. QUARTERLY EMPLOYERREPORTING

A. Quarterly Premium and Wage Reports (UC-1 and UC-5)

After you have been issued an account number, the Agency will mail a quarterly contribution report, UC1, to the last known
business address of the employer or to the employer’s correspondence agent. Itis your responsibility to make sure that
you receive and file the quarterly report on time. If you do not receive the report, a substitute form, UC1-S, can be obtained
at http://www.in.gov/dwd/2406 . htm.

Quarterly wage reports, UC5, should be filed electronically via Uplink Employer Self Service for most employers. If you
experience any difficulty uploading your UC5 file, the file can be delivered to DWD via electronic media and uploaded for
you by a wage records specialist. Instructions for using electronic media can be located at
http://www.in.gov/dwd/files/Quarterly_Waae_Report_File_Instructions_(4-5-11 ESS).pdf. Ifyouareunabletouse the
electronic payment options, a paper UC5A can be found at http://www.in.qgov/dwd/2406.htm or requested by calling
800-437-9136 option 3.

B. Reporting Payroll

For Ul premium purposes, if you are liable for any part of a calendar year, you are liable for the entire year and must reportall
wagesforthe entire calendaryear. You will receive quarterlyreports based on the information you provided DW D when

you registered. If you receive a quarterly reportfor a quarterin which you have no wages to report, write “0” or “Nothing to
Report” onthe quarterly reportand mail it back. If DWD determines that you failed tofile any wage report, an estimate will be
made based on internal policy. Benefits are determined based on each quarter's wages; therefore wages cannot be reported
in only one quarterfor the entire year.Wages must be reportedfor the quarterin which they were paid.

If youmust make correctionsto quarterlyreportsthey mustbe made for each quarterinwhich an errorwas made,
itis your responsibility to notify DWD of any changesin your address, adjustmentsto quarterly reports, or the selling,
purchasing, or closing of your Indiana operations. Correctionsand adjustments can be made by completing State Form
44954 (Employer’'s ContributionAdjustment Report) availableat www.in.gov/dwd/2406.htm. Please mail the completed
formto:

IndianaDepartmentof Workforce Development
10N. Senate Ave.,RM SE 005
Indianapolis, IN 46204-2277

If you need assistance or more information, visit www.in.gov/dwd or call (800) 437-9136, and choose option 3.

C. Covered Employers

Your employeesare covered as long as you meet DWD qualifications. If you fail to meet the qualificationsfor the
preceding year, and you do not believe you will meetthemagainin the future, you have until the following January 31st to
file an applicationto stop coverage. You must continue to file quarterly contribution and wage reports (UC1 and UC5A)
until you are notified that your account has been made inactive.

For Ul premium purposes, there is no distinctionbetween a full-time employee and a part-time employee. If an employee
worksfor any amount of time during a calendar week, you must reportthe remuneration paid.

Thereis alsono distinctionbetween S-Corporationsand business corporations (C-corporations).All corporate officers must
reportall paymentsfor services.

D. Quarterly Report Due Dates

All activeemployers mustfileaquarterlyreportnolaterthanthereportdue date. Reports are mailed the third month
of the quarterand are due as follows:
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Il. QUARTERLY EMPLOYER REPORTING (continued)

QUARTERLY WAGE AND CONTRIBUTION, UC-1 / UC-5 REPORT DUE DATES

2 50 [ ] » -
2l : o] = [ = DO
L :.: L !:.
First January, February, March April 30th
Second April, May, June July 31st
Third July, August, September October 31st
Fourth October, November, December January 31st

Failuretoreceive noticetofileareportdoes notrelieve you of the responsibility for filing thereporton
time.You canreportthisinformationonlineusing Uplink Employer Self Service, located at

hitps:/uplink.in.aov/ESS/ESSLogon.him. Employerswhofilereports after the due date are assessed

penaltiesand interest.

E. Retroactive Payments

Youmustnotify DWDimmediatelywhen you make a retroactive paymentto an employeethatwould reduce the
employee’s benefitamount. Retroactive payments that may affect an employee’s benefitsinclude wages, vacation pay,
severance pay, etc. Please reportthe week(s) during which both the retroactive payment and the Ul benefit payment
occurred. Report additional wages for prior quarters using SF44954. See section XIV for information on reporting

payment to individuals collecting benefits.

Employerswho fail to filecompletequarterlyreports or have any outstandingliabilitieswill be subject
toapenaltypremiumrate for the following calendar year. The current penaltyrateis yourcalculated
premiumrate PLUS 2%, for a maximumrate of 9.4%in additionto the solvency surcharge.

F. Paying the Amount Due

Payment of the total amount due should be sent with your quarterly reports. The amountdue willinclude any applicable fees
and administrative assessments.You should also include any penalties and interestdue if the reportis filed past the due
date. DWD accepts payment by check or electronic check with no fee. Credit cards are accepted butthere is a nominal fee for
usingthisservice. The link in the upper right corner of your employer homepage on the Uplink Employer Self
Service applicationwill alert you to any reports or liabilities due on your account.
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IV.BUYING, SELLING, TRANSFERRING, ORREORGANIZING
ABUSINESS

DWD determines acquisitions based on a continuation of all or a part of an existing trade or business between the
previous ownership and the new ownership. If you intend to acquire all or part of an existing Indiana business and
intend to use the acquired assets in the continuation of a business, then you should file an intent to acquire notice with
DWD no less than 5 days prior to the intended transfer date. Once this notice has been filed, you are allowed limited
access to information regarding the proposed disposer’s Ul experience balance and standing with the agency.

A determination of successorship does not require that the ownership of the corporation change or that the predecessor
and successor share ownership, management, or control. For purposes of successorship, the transfer of the workforce
can sometimes be considered to be a continuation of the previous business. If you have questions on the applicability of
successorship rules to your company, please contact DWD at (800) 437-9136 option 2.

There are certain types of business reorganizationsthat may not be used to set up a new SUTA accountin Indiana. In
general, new entities created during the reorganization of a business are eligible to set up a new or separate SUTA account
onlyif the new entityis an employer as definedin this document. Business entities created solely for accounting purposes or
for allocatingcosts are not eligible to set up a new SUTA account and should use the originalemployeraccount number.

For additional information related to commonly owned, managed, or controlled entities, please see Section X-F.

Professional Employer Organizations (PEO) not registered as employers with DWD as describedin Section II-A, are
requiredto reportclientaccounts underthe client'sassigned SUTA account (clientlevel). Usinga PEO does not absolve a
clientemployer of the responsibility to report the operational change as a potential disposer organization, and the PEO
has specific reporting responsibility regarding client additions and deletions as a potential acquirer organization.

Contracting with a registered PEO as described in Section II-A for payroll reporting and payment purposes is
considered to be a transfer of workforce and must be reported as a transfer by both the disposer, i.e. the client
business, and the acquirer, i.e. the PEO.
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IV.BUYING, SELLING, TRANSFERRING, OR REORGANIZING A BUSINESS (continued)

A. Complete Transfer of Indiana Operations (Ind. Code § 22-4-7-2(a))

If you are new to the state of Indiana, or if you are already paying Indiana Ul premiums, and you:

e Acquire (purchase, lease, or take control of) substantiallyall of the operational assets of an Indianaemployerwhich
resultsin the continuance of an organization, trade, or business in full or in part; or

- Areissuedanew federal identificationnumber, merge, incorporate, or reorganize your businessin any manner,

Youremployeesimmediately qualifyfor Ul coverage. New employerstake overthe experience accountbalanceand
premiumrate of the previous owner. If you are a currentemployer, you retain your currentrate through the end of the
calendaryear of the acquisition,and then receive a blendedrate for subsequentyears. You may also use the wage data
reported by the previous ownerfor computingthe excess wagesfor the employeesyou retain.

All outstanding liabilities are also assumed by the new owner. If the new owner has notifiedthe Agency of the intended
transferno less thanfive daysin advance, the new owneris entitled to receive information on the standing of the disposer.
Pleasecontact DWD at (800)437-9136 option 1 for additionalinformation on employee standing. There is no specific state
formfor intended transfer notification at this time.

The new owner must complete State Form 2837 (SUTA Account Number Application and Disclosure Form). This
formis required even if the new owner already has a SUTA number. The previous owner must complete State Form
46800 (SUTA Account Termination or Transfer Request). State Form 2837 is due to the agency no more than 30
days after to the transfer date. State Form 46800 is due no more than 30 days after the transfer has occurred.

If the transfer occurs after the beginning of a calendar quarter, both the disposer and the acquirer must file two
quarterly reports: the UC-1 and UC-5. The previous owner must report the wages paid from the first date in the
quarter until the transfer of ownership. These forms and the Ul premiums are due immediately following the transfer
of ownership.

Please always take care tofile the current version of any state form. Use of older versions of a form may delay processing.
Theseforms canbefoundat http://www.in.gov/dwd/2406.htm

B. Partial Transfer of Indiana Operations (Ind. Code § 22-4-7-2(b))

If you:

e Acquire (purchase, lease, or take control of by any means) a distinct and separate portion of an organization, trade,
orbusiness;or

e Transferall or part of the workforce as an asset of the business.
You may use the wage data reported by the previous owner for computing the excess wagesfor the employees you retain.

The previous owner must transfer a proportionate amount of the experience balance and the meritrate based on the

portion of the business being transferred. The new owner must complete State Form 2837 (SUTA Account Number Application
and Disclosure Form). This formis required even if the new owner already has a SUTA number. The previous owner must
complete State Form 46800 (SUTA Account Termination or Transfer Request).

State Form 2837 is due to the agency no more than 30 days after to the transfer date. This must be done within 30 days
from the date of transfer of ownership, or not later than 10 days after notification from DWD. Failure to complete this form
will result in the Agency making a determination of the portion of the prior business based on best information reasonably
available of the previous owner’s experience balance to the experience account of the new owner.

If the transfer occurs after the beginning of a calendar quarter, both the disposerand the acquirer mustfile two quarterly
reports: the UC-1and UC-5. The previous owner must reportthe wages paid fromthe first date in the quarter until the
transfer of ownership. Theseforms and the Ul premiums are due immediatelyfollowing the transfer of ownership.

The new ownerfiles the UC-1 and UC-5 from the date of change of ownershipto the end of the quarteronthe due date, 30
days afterthe quarter ends. If the new owner has an existing DW D account, the new owner's merit rate will be retained
forthe calendaryear of the change of ownership. Theseforms can be found at http://www.in.aov/dwd/2406.htm.
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V. SEASONAL EMPLOYMENT

A. Seasonal Employment

Seasonal employmentis service performedfor a DWD approved seasonal employer during the approved seasonal period of
lessthan 26 weeks. Employees cannot use seasonal wages to establish an unemployment claim outside the seasonal
operating period.

You mustinform DWD of the number of positions you have classified as seasonal within the approved seasonal portion(s) of
your business. Openingand closing dates of each seasonal operation must also be specified. DWD provides special forms
forthis information. Please call (800) 437-9136, option 3, to requestthe forms.

You must keep an accurate accountof wages paid to seasonal workers withinthe approved seasonal period. You should
continue to report wages quarterly. DW D provides special wage reporting forms with coding specificallyfor seasonal
employees.

Ul benefits may be paid to individuals on the basis of service performed in seasonal employmentonly if the claimis filed
within the approved seasonal operating period. If the claimis filed outside the seasonal operating period, benefits may be
paid only on the basis of any non-seasonalwages.

B. Qualifying as a Seasonal Employer

A seasonal employer operates all or part of a business for recurring periods of less than 26 weeks in a calendar year
due to either the seasonal nature of the business or climatic conditions. As a part of the application process, employers
are required to submit information about the nature and function of all jobs that should be classified as seasonal and for
all jobs that are not classified as seasonal.

Itis very important that employers complete this job analysis carefully and completely. Seasonal status cannot be
granted for any job which is not functionally different from a non-seasonal job. The location of the work is not a factor in
this determination - only the work that is actually performed is taken into consideration.

As an example, there are employers that maintain rental properties that are open year round and rental properties that
are open only during a distinct tourist season. During the tourist season, the employer hires staff for the purpose of
housekeeping the properties that are only open during the tourist season. Because the duties being performed by these
staff members are the same as the duties being performed by staff that perform housekeeping on the year round
properties, this is considered a temporary increase in staffing and is not seasonal employment even though these
workers only performthose duties in the facilities that are open during a seasonal period.

On the other hand, if the same employer hires security personnel to maintain the seasonal properties while they are not
available for rental, the security personnel might qualify for seasonal status if the off season for these properties is less
than 26 weeks each calendaryear.

Employers may qualify for multiple seasonal periods, but the total of all seasonal periods must be less than 26 weeks
eachcalendaryear.

In orderto be considered a seasonal employerfor Ul premium purposes, the employer mustfile Form 2003 (Requestfor
Seasonal Determination Status) with DWD. DW D willissue a decision within 90 days of receivingthe request.

After DWD approval, an employerassumes seasonalemployer status effective the first day of the nextcalendar quarter.

In order to qualify as a seasonal employerfor a portion of your business, that portion must be identifiable as a distinctly
differentoperation. For example, a municipally owned golf course would be considereda distinctly differentoperationfrom
the municipality. If itis in operationless than 26 weeks each calendar year, the golf course could qualify as a seasonal
employer.
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V. SEASONAL EMPLOYMENT (continued)

C. Loss of Seasonal Employer Status
If your seasonal operationexceeds 26 weeksin a calendaryear, you must notify DW D within 30 days.

Seasonal statusis automaticallylostfor the period of operation afterthat calendar quarter. Your employees can use the
wages you paid in this period as regular wages to establish Ul claims.

If youlost seasonal employer status you may applyfor reinstatementin any calendar year after the yearin which the
designationwas revoked.
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VI. STATE PREMIUM RATE COMPUTATION

A. New 2019 Employer Premium Rates

You receive a notice from the Department of Workforce Development with your 2019 applied rate mailed to the legal address
provided to the Agency. Your applied rate is a combination of your premium rate and the solvency surcharge. The solvency
surcharge for 2019 is 0 percent of your premium. If you wish to estimate your rate, follow the steps below.

First, determine your Premium Rate:

How to Determine Your Premium Rate

Your premium rate will be determined based on the employer’s individual experience account status as of June 30th of each
year.

Your premium rate is determined by following these steps:
1. Determine your type of Ul premium rate (new employer, penalty or merit)

2. Determine your experience rate ratio
3. Determine your premium rate from the applicable schedule.

4. Determine your Applied Premium Rate (your premium rate multiplied by 1.00 to reflect the interest surcharge)

1. Determine your type of Ul premium rate.

There are three types of Ul premium rates:

New Employer Rate: A new employer rate of 2.5%, NAICS code 23 of 2.73%, or a government rate of 1.6% applies unless

the following conditions are met. New employers are exempt from the solvency surcharge.

1. You have been subject to paying Ul premiums for the past 36 months prior to June 30.
2. You have reporting liability in each of the three 12 month periods immediately preceding June 30.

3. You are not subject to the penalty rate.

Penalty Rate: Any employer, new or merit-rate, can be assessed the penalty rate. The penalty rate is your rate as calculated

in step 1 or 3 plus 2%. You are subject to the penalty rate if:

1. You fail to file any required quarterly report within 10 days of the specific date requested by Form 1171 (Merit Rate
Delinquency Notice) sent by certified mail.

2. You fail to pay the premiums, interest and/or penalty charges owed for past quarters within 10 days of the specific
date requested by Form 1171 (Merit Rate Delinquency Notice) sent by certified mail.

3. You fail to pay the premiums, interest and/or penalties charges owed by a predecessor account within 10 days of
the specific date requested by Form 1171 (Merit Rate Delinquency Notice) sent by certified mail.
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Merit Rate: Employers that no longer hold new employer status and are not subject to the penalty rate qualify for an

experience-based meritrate.
A merit rate is computed based on:
e Your experience balance as of June 30"

e Your past 36 months’ payroll

2. Determine your experience rate ratio

Your merit rate is based on the status of your DWD employer experience account. The experience account compares all
premiums (contributions) paid into your account and all benefits charged against your account. Be sure to convert to a ratio

(percentage) prior to comparing to the appropriate rate chart.

Experience account credit balance as of June 30

Reserve Ratio = i .
Total taxable wages paid by the employer/predecessor during the 36 months

immediately preceding June 30

3. Determine your premium rate from the applicable schedule

Your experience account will have one of the following status designations:

e Creditreserve balance -Your state Ul premiums paid exceed benefits charged to your account. You have a positive
experience balance.

o Debitreserve balance -Ul benefits charged to your account exceed state Ul premiums paid into your account. You
have a negative experience balance.

Be sure to convert to a percentage prior to comparing to the appropriate rate chart.

Unemployment Insurance Employer Handbook | 20



Rate Schedule for Accounts with a Credit Reserve Balance

Rate Schedule for Accounts with

Credits Balance as of June 30

As Much But Less
As Than %
300 050
2 B0 200 070
2 Bl 2E0 030
240 250 1.20
2.20 240 1.40
2.00 220 180
180 200 180
150 130 200
140 160 220
1.20 140 250
1.00 120 270
0 &0 100 240
0 B0 k] 210
0.40 NEQ 3410
0.20 040 5 B0
.00 020 LA

Rate Schedule for Accounts with a Debit Reserve Balance

Rate Schedule for Accounts with

Dehit Balance as of June 30

As WMuch But Less
As Than G
0.00 150 430
1 40 300 540
3.00 450 530
4 .50 600 550
600 00 570
.00 10.00 600
10.00 12.00 640
12 .00 14.00 AN
1400 16.00 7.0
16 .00 Or more 740
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4. Next, determine your Applied Rate:

Determining your applied rate is very easy once you have determined your premium rate.

From step one, determine your rate type.

e If you are subject to the new employer rate, you are not subject to the solvency surcharge. Your applied
rate is 2.5%, 2.73%, or 1.6% depending on your employer industry type.

e If you are subject to the penalty rate, but are also a new employer, you are not subject to the
surcharge. Your premium rate is 4.5%, 4.73%, or 3.6% depending on your industry type.

e If you are a merit rated employer, multiply your premium rate above by 1.00 to determine your applied rate.

The surcharge for 2019 is 0 percent. The charts below convert the premium rate to applied rate for 2019.

Applied Rate Schedule for Accounts with a Credit Reserve Balance

Rate Schedule for Accounts with Credit Balance as
of June 30
As ButLess | Premium | Applied | Penalty
Much
As Than Rate Rate Rate
3 0.5 0.500 2.500
2.8 3 0.7 0.700 | 2.700
2.6 2.8 0.9 0.900 | 2.900
2.4 2.6 1.2 1200 | 3.200
2.2 2.4 1.4 1.400 | 3.400
2 2.2 1.6 1.600 | 3.600
1.8 2 1.8 1.800 | 3.800
1.6 18 2 2.000 | 4.000
1.4 16 23 2.300 | 4.300
1.2 1.4 25 2500 | 4.500
1 1.2 2.7 2700 | 4.700
0.8 1 2.9 2.900 | 4.900
0.6 0.8 gl 3.200 | 5.100
0.4 0.6 3.4 3.400 | 5.400
0.2 0.4 3.6 3.600 | 5.600
0 0.2 3.8 3.800 | 5.800
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Rate Schedule for Accounts with a Debit Reserve Balance

Rate Schedule for Accounts with Debit Balance as
of June 30

As Much | ButLess | Premium | Applied | Penalty
As Than Rate Rate Rate
0 15 4.9 4.900 6.900
15 3 5.1 5100 | 7.100
3 4.5 5.3 5300 | 7.300
4.5 6 5.5 5500 | 7.500
5.7 5700 | 7.700
10 6 6.000 | 8.000
10 12 6.4 6.400 | 8.400
12 14 6.8 6.800 | 8.800
14 16 7.1 7.100 | 9.100
16 Or More 7.4 7.400 | 9.400

B. Voluntary Payments

Voluntary payments can be made by eligible employers within 30 days from the date on the face of the annual merit rate
notice. Employer rate reassessments are not subject to voluntary payment offers. If you are eligible for a merit rate, have no
delinquencies, and you are not already at the lowest rate for the calendar year, you will be offered an opportunity to buy
down the contribution portion of your total premium. If you make the voluntary payment, the reduction to the surcharge
amount will automatically be applied. Voluntary payments must be submitted with the voluntary payment offer form,

must be submitted on or before the offer expiration date, and must be for no less than the full amount of the voluntary
payment offered. Employers may pay more than the voluntary payment offer if they wish to increase their experience
balance enough to buy down additional levels. Itis not always in the best interest of the employer to make a voluntary
payment. Voluntary payments cannot be refunded in full or in part, and only one voluntary payment can be made per year.

C. Premium Rate Summary

Your premium rate is determined based on the solvency of the Ul Trust Fund as well as your individual account status. The
fund ratio, which determinesthe rate schedule, is how the Ul Trust Fund solvency is factored into the rate. The credit/debit
reserve ratio incorporates your individual account status into the rate.

Many factors affect your premiumrate. A rate increase may be the result of employee pay increases or more of your former
employees receiving Ul benefits, which decreases your experienceaccount balance. Also, the Ul Trust Fund suffers when
statewide total benefits paid exceed total premiums collected. As a result, if the Ul Trust Fund is not solvent all employers pay
a higherratein orderto replenishthe funds. Please read Section VII-C, for more informationon how Ul Benefitsare
determinedand how youraccountif affected.
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VI. STATE PREMIUM RATE COMPUTATION (continued)

D. Collections and Legal Action
If you fail to pay your quarterly Ul premiumstimely, the following will occur:
e Apenaltycharge of 10% of thequarterly premiumamountwillbe assessed;
¢ Youwillbe charged 1% intereston the premium amount due for each month the amountis outstanding;and

e Apenaltyof 50% of the outstandingamount will be assessedif it is found that you committed fraud with the intent
toevade payment.

If your quarterly reportis sentwithoutfull payment, a “Notice and Demand” will be sentto you. This notice will detail all
outstanding premiums, surcharge,interest,and penalties, which equals the total liability due for that quarter. Failure to pay a
Notice and Demand will resultin additional collection activities. If youdo not submitawritten protestwithin 15 days from
the date of the Notice and Demand, the assessmentwill becomefinal andwill be due. Athree daygrace periodto
allow for deliverytime appliesif the notificationis mailed by DWD. If you have questions concerningthe amount, please
contact DWDimmediately at 800-437-9136 option 1.

DWD may acquire alien on the delinquentemployer'sreal estate and propertyfor delinquentpremiums, surcharge,
interest,and penaltycharges.

InIndiana, itis consideredfraudwith the intentto evade payment,a misdemeanor, for an employerto:
« Make afalsestatementto preventorreduce benefit payments
e Encourageorinduce anindividualto waive or forego benefitsrights
e Failtotestify or answerany lawfulinquiry

Thelaw also provides a penalty for any person who willfully violates any provision of the DWD Act or the rules and
regulations of the Ul Board.

DWDaggressivelypursuesdelinquentaccounts.Delinquentemployers should either paytheamountdue, or
contactDWD as soon as possibleto discuss paymentoptions. Paymentagreements are availabletoany
employerthat needs to arrange for payment over-time that has not previously defaulted on a payment
agreement. Please contact DWD at 800-437-9136 option 1 for details on down paymentand monthly
minimums.
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VII. YOUREMPLOYEREXPERIENCEACCOUNT

This section of the guide will explain how Ul benefits are determined and how they affect your experience account. If you
recently boughtor sold any portion of your business see Section |V forimportant details regarding your experience
account.

A. Your Experience Account

The contribution portion of all Ul premiums are collected by DWD and depositedinto the Ul Trust Fund. An individual
accountrecordis maintainedfor every employercovered underthe DWD Act.

Everytime you pay Ul premiums, voluntary payments, or reimbursements (if you are a reimbursable employer), the amount
is posted to your account. The money drawn from your accountis only for Ul benefits paid to your former employees,
employeesworking reduced hours, and laid-off employees. Youraccountis also assessedthe annual Mutualized Benefit
Charge. Ul benefitpayments are charged proportionatelyagainstall the accounts of a claimant’s employerswho paid that
claimantwages duringthe “base period”. (Base Periodis discussed below.)

Your experience account may not be relieved of chargesfor any overpayments if those overpayments resulted from your
failure to respond in a timely or adequate manner to DWD’s requests for information related to the claim and you have a
pattern of failing to respond to requests for information.

B. Qualifications for Ul Benefits

In orderto be eligiblefor benefits, an individual must:

< Earnsufficientwages duringthe base period,;
« Beunemployedthrough nofaultof theirown; and

e Beable,available,and actively seekingfull-time work.

Each of these criteriawillbe addressedin more detail below.

1. Sufficient Wages Earned During Base Period

Anindividual'sbase period consists of the firstfour of the last five completed calendar quarters. To establish a valid claim,
anindividual must have total wages during the base period that are atleast one and one-half (1.5) times greaterthan the
claimant's highestquarterwages. The claimantmust also have base period wages totaling at least $4,200 with $2,500 of
those wages earnedin the last six months of the base period.

Example: A claim started January 6, 2013 has a base period that starts in October 2011 and
ends in September 2012. In order to qualify for benefits:

< The claimantmust have earned total base period wages that are 1.5 times greater than
their highest quarter wages

< The claimantmust have earned at least $4,200 during the base period (October
2011 through September 2012), AND

e The claimant must have earned at least $2,500 during the last 6 months of the base
period (April 2012 through September 2012).
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VIl. YOUR EMPLOYER EXPERIENCE ACCOUNT (continued)

IF A CLAIM IS FILED BETWEEN JANUARY 6, 2014 AND APRIL 6, 2014

= not counted

*7 The claimant’s base period consists of these calendar quarters j

October January April

November February May August

December March June September

T LAt least $2,500 (between Apr ‘13 and Sept ‘13) —T

At least $4,200 (between Oct 12 and Sept “13)

During your base e months, you must have wages of $4,200 of which $2,500 must be in the
last 6 months of the base period; also your total wages in the base period must be at least 1.5 times
your highest quarter wages. (IC 22-4-14-5(c)(2))

Oct-Nov-Dec

$7,000.00 $8,500.00

$7,500.00 $7,000.00 $9,250.0 $9,250.08

The amount of the claimant’s weekly payment depends upon the highest
wages they were paid in any calendar quarter in your base period. The weekly
benefit payment may not exceed $390.00

To determine your weelkly payment, divide the total wages earned in these 4 quarters by 52.
Then, muliply the sum by 0.47. For example: $30,000 + 52 = $576.92 X 0.47 = $271 (weekly benefit
amount). The weekly benefit amount should be rounded down to the next whole dollar amount and
should not exceed $390. (IC 22-4-4-3(n))
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VII. YOUR EMPLOYER EXPERIENCE ACCOUNT (continued)

2. Benefit Amount

To determine the maximum weekly benefitdivide the total base period wages by 52. Then, multiplythat number by 0.47.
The weekly benefitamountshould be rounded downto the nextwhole dollaramount. The WBA is based on the total
wages earnedin the base period.

» Forexample, if the total wages in the base period was $30,000then the WBA would be: $30,000+52 = $576.92
x 0.47 = $271 (weekly benefitamountrounded down to the next whole dollar amount)

3. Unemployed Through “No Fault of Your Own”

Employees are only entitled to Ul benefits if they are unemployed through no fault of their own. If the person quits voluntarily
(withouta good, work-related reason), is dischargedfor just cause, or is dischargedfor gross misconduct, thatindividual is
not eligiblefor Ul benefits. See Section VII-C for further explanation of just cause and gross misconduct.

4. Able, Available and Actively Seeking Work
Benefits can be denied orreducedif the individual:

e Refusesasuitablejob offer

e Refusesorfalils a pre-employmentdrug screening

0 Youmayreportan individualwho refuses or fails a drug test by filing a protestform, available online at
www.in.aov/dwd/2465.htm

e Failstofollowup on ajobreferral made by theirlocalWorkOne Center

« Doesnot show proofthey are actively searchingfor work accordingto the DW D specified work search
requirements

e Istemporarilynot able to work due toillness, injury, leave of absence, or a suspension due to work-related
misconduct.

A claimant'sweekly benefit payment can be reduced by one-third (1/3) for each day they are unavailable.

I. Examples of Individuals NOT Eligible for Ul Benefits

1. On-Call or As-Needed Workers During any Week They Work or Refuse Work
e StatutoryAuthority:IC 22-4-3-3[effective July 1,2011]

« Definitionof on-call or as-needed worker: Those who are regularly and customarily employed on an on-callor
as-neededbasis and are paid during any weekfor services by an employer, or have work availablefromthe
employer. If workingfor an employer, the individual works wheneverthe employerrequires and there is no set
workschedule.

e Howitworks: On-call and as-needed workers are not eligible for unemploymentbenefitsif they receive pay OR
refusework duringanyweek.

e DWD must be able to determine whether the individual knew at the time of hire they would not have a set work
schedule and hours would fluctuate according to need AND must be able to determine when individual worked or
refused work duringany week.

Below are some examples of items that may assist DWD in making this determination:
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VIl. YOUREMPLOYER EXPERIENCE ACCOUNT (continued)

1) Evidence of individual's acceptance of offer to work.
o Examplesofevidence ofindividual's knowledge of on-call or as-needed position:
Job description, job posting orwritten published policy about specific position

2) Evidence showing thatthe individual was paid for services performed on behalf of the employer.

o0 Examplesof evidencefor paymentof earnings: individual's paycheck, direct
depositform, or warrant specifying the weeks the individual was paid; or

3) Evidencethatthe individual declined available work at any point in time during the week or weeks
atissue. This means evidence of

1) whenthe employer notified the individual of available work AND
2) whenthe individualfailed to reportto work.

o0 Examplesof evidenceof proper notification: written communicationswith dates, times and
number of available hours, or verbal testimony by the individual’s supervisor reflecting the same
information; established policy and proceduresrequired to be followed to determineif workiis
available (i.e.: automated job lines or call in procedures).

e Factorsusedtodeterminewhetherindividualis an ‘on-call’ or ‘as-needed’ worker:
1)  Whetherindividual accepted a position with knowledge of a flexible work schedule;
2)  Whetherindividual had a reasonable expectation of regularemployment;

3)  Whetheremployer restricted pool of applicants on the job description to ensure the on-call or
as-neededemployeeis available;

4)  Whetherthe employer established policies and procedures detailing how the employer would make
work available to the individual;

5)  Whetherthe individual's position was regularly or customarily known to the general publicas an
on-call oras-needed position.

*This listis not limited to only the above factors. Click HERE to view DWD policy.

2. Workers Employed at a Business During a Short-Term Shutdown or Unpaid Vacation

« Some examples of factors used by DWD to determine an employee is not eligible under this
criteriaforunemploymentinsurance benefits :

1)  Awritten contact betweenthe employerand the employee providing notification for the short-term
shutdown orunpaid vacation.

2)  Theshort-term shutdown or unpaid vacation was the result of the employer's regular policy or practice.
3) Theemployee had areasonable assurance of continued employmentfollowing the short-term
shutdown or unpaid vacation.
0 Theassuranceis notrequiredto be directly communicated, but may be inferred by past

policies, practice, custom, etc.

2) The employer voluntarily provided DW D with advance notice of the short-term shutdown or unpaid
vacation.
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VII. YOUR EMPLOYER EXPERIEINCE ACCOUNT (continued)

3. Employees of Certain Head Start Programs Who are on Planned Breaks
(suchassummervacation)

e Statutory Authority: IC 22-4-14-7 [effective July 1, 2011]

< Definition ofemployees of certain Head Start programs: Individuals who work in an instructional, research
or principal administrative capacity for a Head Start program that operates in connection with alocal school
system (educational institution), governmental entity or a nonprofit organization, and provide services to oron

behalf of an educationalinstitution are not eligible for unemployment benefits during planned breaks.

< Howit works: A determination will be made as to whether the employee of a Head Start program s ineligible
for benefits using some of the following criteria:

1) Isthe programintegrated with alocal school system or have the primary purpose of
educatingstudents?

2)  Doesthe programhave an established educational curriculumthatis taught to participants of
theprogram?

3) Doesthe programhave a setacademic calendar?

4)  If anindividual does not work in an educational institution, do they work for a governmental entity or a
nonprofit organization and provide services to or on behalf of an educationalinstitution?

5) Dothe programemployees have areasonable assurance of employmentonce the scheduled vacation
orbreak concludes?

« DWD mustdetermine whether Head Start employees were aware of the academic calendar at the beginning of
an academic term or at the time of hire.
Below are some examples of items that may assist DWD in making this determination:

1)  Acopy of the academic calendar with start and end dates of academic terms, official and
customaryvacation periods, and holidayrecesses.

2)  Evidence that the employee had reasonable assurance they would return to work to perform the
same or similar services for Head Start at the beginning of the next academic term or end of the
vacation/break period.

o Examples of reasonable assurance that the employee would return to work :
Official letter from Head Start to the employee providing a return to work date, contract between
Head Start and employee setting forth terms of employment.

3)  Employermustprotestthe DWD Separating/BasePeriod Employer Notice sentto the employerrelative to
the filing of a claimfor unemploymentbenefits by an employee and mustindicate:

¢ Whetherthelocal school systemis exercising some direction and control;

¢ Whetherthe teachers and assistants are required to have a specific educational background or
specializedtraining;

¢ Whetherthe teachers are required to prepare lesson plans; and

o Whetherthe teachers receive their pay froma school system.
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VIl. YOUREMPLOYER EXPERIENCE ACCOUNT

« SomefactorsusedtodetermineifaHead Start employeeperformedservicesforalocal school system
and/orin an educational capacity:

1)  Whetherthelocal school systemis exercising some direction and control;

2)  Whethertheteachers and assistants are required to have a specific educational background or
specializedtraining;

3)  Whethertheteachers are required to prepare lesson plans; and
4)  Whetherthe teachers receive their pay froma school system.

Click HERE to view DWD policy.

4. Employees Receiving a Voluntary Buyout

Employees who accepta voluntarybuyoutto resign or retire are not eligiblefor unemploymentinsurance.

ii. Deductible and Non-Deductible Income

Pension, Retirement, Annuity Distributions

Distributions from pension, retirement or annuity plans will not be counted as deductible income when an individual uses
the distribution to satisfy a severe financial hardship resulting from an unforeseeable emergency that is the result of events
beyond the individual'scontrol.

Severance Pay

The amount received by an individualas compensation made under a valid negotiated contract or agreementin connection
with a layoff or plant closure is deductibleincome and will be deducted from unemploymentinsurance benefits. Forexample,
if a claimantis eligiblefor $300 per week in Ul benefits and receives $200 per weekin severance pay after a plant

closure, the severance pay will be deductedfromthe claimant’s weekly Ul benefit. The claimant will collect $200 perweekin
severance pay and $100 per weekin Ul benefits.

C. How Your Former Employee’s Benefit Claims Affect Your
Ul Experience Account

Ul benefitpayments are charged proportionatelyagainstthe accounts of all base period employers based on the amount of
wages paid by each employer (up to $9250 per quarter). If an employee workedfor two or more employersduring the base
period, the benefit paymentcharges are made first to the account of the most recentemployer, then the next most recent
andsoon.

1. Partial Ul Benefits Paid to a Current, Former or Laid-Off Employee

Individuals may qualify for partial benefitsif their current employerreduces work hours to less than a regular full-time work
week. If a person currentlyreceiving Ul benefits takes a new part-time job and earns less than theirweekly Ul benefit
amountthey may be eligiblefor partial Ul benefits. These individuals mustreport their part-time wages on each weekly
voucher. The experience accounts of the base period employerswill be charged accordingto how benefitsare paid, as
describedbelow.
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VIl. YOUREMPLOYER EXPERIENCE ACCOUNT (continued)

a. Pay Earned from a New Part-Time Job

e Ifanindividual earns pay equalto 20% or less of their weekly Ul benefitsfrom a new part-time job, no
deduction of their weekly benefits will be made.

e Ifaclaimantearns pay equal to more than 20% of their weekly Ul benefitsfrom a new part-time job, a dollar-
for-dollardeduction will be made for all wages earned in excess of 20% of the individual's weekly benefit.

b. Pay Earned From a Current Employer that Reduced Work Hours

e Ifanywages are earnedfroman employerthat reduced work hours, a dollar-for-dollardeduction will be taken
fromtheindividuals weekly benefitpayment.

Examples:

e A person’s weekly benefit amount is $200. That individual earns $50 per week working at
a new part-time job. Since 20% of their $200 weekly benefit amount is $40, their benefits
will be deducted $10 weekly, reducing their payment to $190 because that person made
$10 in excess of 20% of their weekly benefit amount. The experience account of the base
period employers would be charged accordingly.

e If this same person earned $40 or less per week from the part-time job, no deduction of
weekly benefits would occur because $40 or less per week would be 20% or less of their
weeklybenefitsamount.

e If the $50 was earned from a current employer who reduced weekly work hours, $50
would be deducted weekly reducing their payment amount to $150. The experience
account of the base period employers would be charged accordingly.

Individualsworking full-timeare not eligiblefor Ul benefits even if pay from their full-time
jobislessthantheywould receivein weekly benefits.

2. Voluntary Quits

Quitting voluntarilyis considered a “disqualifying separation”. Formeremployees that voluntarily quit will not be eligiblefor
benefits the week the separation occurred and until they earn at leastas much as their normal weekly benefitamount for
eightweeks. Afterthis period, the employee’s maximumbenefitamountwill be reduced by 25% only once, regardless of the
number of disqualifying separationsin the base period. Acceptinga voluntary buyout packageis an example of a voluntary
quit.

When a former employee re-qualifies afterthis period,base period wages are used to determine benefits. The benefits paid
to this claimantare not charged to your experience account. Benefits are paid directlyfromthe Ul Trust Fund through the
Mutualized Benefit Charge. See part C for details on howthese charges work.
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VIl. YOUR EMPLOYER EXPERIENCE ACCOUNT (continued)

3. Dischargefor Just Cause

Dischargefor justcauseis also considered a “disqualifyingseparation”. DW D must determine whether the employer had
justcause to terminate the claimant’'s employment.

Formeremployeesthat are dischargedfor just cause will not be eligible for benefitsthe week the separation occurred and
untilthey earn atleastas much as their normal weekly benefitamountfor eight weeks. After this period, the employee’s
maximumbenefitamountwill be reduced by 25% only once, regardless of the number of disqualifying separationsin the
base period.

When a former employee re-qualifies afterthis period,base period wages are used to determine benefits. The benefits paid
to this claimantare not charged to your experience account. Benefits are paid directlyfromthe Ul Trust Fund through the
Mutualized Benefit Charge. See part C for details on howthese charges work.

“Dischargeforjustcause” means discharging (orfiring) an employeewith complete documentation and
acknowledgementof understanding by the employee of the following:

e Falsifyingemploymentdocumentstoobtainemployment
«  Knowinglyviolating a reasonableand uniformly enforced employer policy or rule

e Attendance problems, if the employee cannot show good cause for absences or tardiness (attendance policy must
be documented and understood by employee)

e Damagingthe employer'spropertythrough willful negligence
e Refusingtoobey instructions

< Reportingtowork underthe influence of alcohol or drugs (drug use policy must bein effect, documentedand
acknowledged by the employee)

e Consumingalcohol ordrugs atthe workplace during working hours (drug use policy mustbe in effect, documented
and acknowledgedbythe employee)

e Endangeringthe safety of self or co-workers
e Imprisonmentfollowing conviction of a misdemeanororfelony

e Anybreach of duty reasonablyowed to the employer

4, Gross Misconduct

“Grossmisconduct”includes:

*  Workplacefelony
e Work-relatedclass A misdemeanor
» Positivetestfor use of controlledsubstances, alcohol, orillegal substances

e Otherspecified circumstancesas defined by the Indiana General Assemblyin IC 22-4-15-6.1

5. Mutualized Benefit Charges

In additiontothe direct benefit charges, once per year your experienceaccountwill be assessed Mutualized Benefit
Charges. Eachyear, all benefitchargesthat are relieved fromall employeraccounts, as described previously, are totaled
and charged proportionallyto all premium-payingemployers. DWD determines your company’s share of these charges by
dividing your taxable wages by all taxable wages paidin the state. You will receive your annual Statementof Mutual Benefit
Chargesin conjunction with your annual premium notice. Thisis nota bill. The amountis deducted automaticallyfrom your
experienceaccount.

Unemployment Insurance Employer Handbook | 32



VILWHAT TOEXPECTIF AFORMEREMPLOYEEFILES ACLAIM

A. Separating and Base Period Employer Notice

Wheneveran individualfiles aninitial claimfor benefits, their last employerand all of their base period employers are notified
and asked to verify the reasonfor the claimant's unemployment. This notifies you that your experience accountmay be
charged. You may then use state form 640P to protest a claimant’s eligibilityfor benefits. The information you list on this form
could affect the claimant's eligibility or any charges to you for benefits. Form 640P is available online at
www.in.gov/dwd/2465.htm.

If you have been determined to be a successor employer, you will receive base period separation notices with regard to
filing by employees of your predecessor. These notices are required so that you are aware of potential charges against
the transferred experience balance, but you are not required to respond to the notice unless you have direct knowledge
of the separation.

Youmustsubmit Form 501 (separatingemployer, located in Employer Self Service) or Form 640P (base period employer)if
aformeremployee seeking unemploymentbenefitsis unemployedbecausethat person:

e Quitvoluntarilyor was absentfor unknown reasons

* Wasdischargedforjustcause (see Section VII-C)

e Wasdischargedfor gross misconduct(see Section VII-C)
e Isnotentitledto ANY pay or benefitsfromyou

< Isineligiblefor any reasonlisted in this handbook

Do not notify DWD if the employee was laid-off, unless that personis monetarily ineligiblefor any reason listedin this
handbook, (e.g.,vacationpay,etc.)

Protestform 640P should be faxed to DWD at (317) 633-7206, if possible.
Protests may also be submitted by mail to:

IndianaDepartmentof Workforce Development
Attn: Ul Claims Adjudication Center

10N. Senate Ave.,,RMSE 113

Indianapolis, IN 46204-2277

Employersregisteredto use Employer Self Servicemayrespondto Form 501, (thefact findingform) by
usingthelinks provided on the Employer Self Servicehomepage.

B. Determination of Eligibility

If you believe aformer employeeis not eligible for benefitsand you submitted the formto protest benefits, all relevantfacts
will be reviewed by DWD. After this reviewis completed a “Determination of Eligibility” will be issued by DWD. The
Determination of Eligibility form, UC-511, will be mailed to you and the employee.
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VII. WHAT TO EXPECT IF AFORMER EMPLOYEEFILES A CLAIM (continued)

C. Statement of Benefit Charges

Each month DWD sends a Statementof Benefit Charges (State Form 535) to employers whose accounts have been
charged because benefitswere paid toformeremployees. You should:

e Review the statementcarefully
e Makesurethe chargeslisted are correct

e ContactDWD as soon as possibleif your charges are incorrect. Call toll-free (800) 891-6499for general benefit
guestions

D. Combined Wage Transfer

If aformer employee of your companyis receiving Ul benefitsfrom another state and has wages reported from your
companyontheirclaim, itis called a “CombinedWage Transfer”. There is no difference to youraccountwhetheryour
formeremployee livesin Indianaor elsewhere. DWD simply “combines”the wage informationfrom Indianaemployers
pertainingto your former employee and “transfers”the informationto the state in which yourformeremployee s filing for Ul
benefits. You will receive a Statement of Benefit Charges, which notifies you that yourformer employeefiled a claimfor Ul
benefits and you are a base period employer. You will be askedto verify the reason the former employeeis unemployed.
This notice alsoinforms you that your experience account may be charged. The informationyou report on this form could
affectthat person’s eligibilityfor Ul benefits or any charges to you for their benefits. You should use state form 640P to
protesta former employee’s eligibilityfor benefits. Reasons to protest a claim are listed in the previous section that explains
the Separatingand Base Period EmployerNotice. Form640P is available online at www.in.gov/dwd/2465.htm.

E. Filing an Appeal

Thelosing party may appeal this determinationand requesta hearing before an Administrative Law Judge (ALJ). The
appeal and requestfor a hearing must be made in writing. Appeal instructionsare located on the back of the Determination of
Eligibilityform. A separateletter requesting an appeal and hearing may be submittedinstead of the form. Tofile an appeal
complete the reverseside of the Determinationof Eligibilityform (UC-511), and send to:

Ul Appeals

100 N. Senate Ave., Ste. N800
Indianapolis,IN46204
Fax:(317)233-6888

This must be done within 10 days fromthe mailing date on the form. The appeal period begins when DWD mails the
Determination of Eligibility form, not when you (or the employee) receive the document. For more information on the appeals
process,see Section|X.

F. Wage Investigation

When a workerfiles a claim for Unemployment benefits, they are provided with a monetary determination which provides
information on base period earnings from all employers. A worker my file an objection to the monetary determination on the
basis of missing or incorrectly reported wages. This objection creates a condition called a “blocked claim”. The claims person
assisting with the worker will request proof of earnings and will verify other facts with the worker before escalating the
objection to the wage investigation unit.

The wage investigation unit will examine the proof of earnings received from the worker, and will then contact the worker and
the business to gather additional facts and evidence with regard to the nature of the relationship between the parties. Itis
very important that both the worker and the business respond to the investigator as the normal determination period for an
investigationis 10 calendar days.
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VII. WHAT TO EXPECT IF AFORMER EMPLOYEEFILES A CLAIM (continued)

The investigator will analyze all facts and evidence provided and will make a written determination to the parties regarding
the wages and employment of the worker. The parties have fifteen (15) days from the date on the face of the determination
to protest the findings in writing.
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IX. THE APPEALS PROCESS

A. Appeals

An employee or employer may appeal the initial determinationfor benefits. You may appeal a benefitsdeterminationto an
Administrative Law Judge (ALJ). ALJ hearings are usually conducted over the telephone. This may also occurin person. If
the ALJ does not rulein yourfavor you may then appealto the Review Board, followed by the Indiana Court of Appeals.

Employers may appeal certain determinations made with regard to their SUTA account to a Liability Administrative Law
Judge (LALJ). Liability appeals are limited to original determinations of qualification or successorship, original liability
assessments, calculation of the premium rate, auditfindings, investigation findings, and benefit charge posting. Please
note, benefit charge posting and a determination that the claimant is eligible for benefits are not the same. The
employer can protest only the order and percentage of charges posted against their experience balance as it relates to
other employers in the base period through the LALJ.

1. Benefit Eligibility Appeals

The ALJs and Review Board have jurisdiction over benefiteligibility appeals. Employersorindividuals appealinga
Determinationof Eligibility (UC-511) may request a hearing before an ALJ. ALJ hearings are informal, but the fundamental
rules of evidence and procedureapply.

Whenthere is a hearing, the partiesinvolved have an obligationto be present with all relevantdocuments and witnesses.
Relevantdocuments mightinclude:

e Attendancerecords

e  Performancereports

e Counselingrecords

Workrules or policies

e Physician’'sstatements

 Employmenthandbook (andsigned employeeacknowledgementdocumentation)

*  Written policiesand procedures (and signed employee acknowledgementdocumentation)
Documentation
1) Itisimportantto create and adopt workplace policies and procedures. These should be documentedin writing to

eliminateconfusionanddoubt.

2) Youshouldalsoadoptan Employee Handbookcontainingall policies and procedures and the appropriate
enforcement steps.

3) Informandtrain employeeson policies, procedures,and your Employee Handbook.

4) Requireemployeesto signadocumentstating they understand and agree to the policies, procedures,and your
Employee Handbook.

5) Enforceall policies uniformlyand documentall violations carefully.

6) Anynoted violationof policies, procedures, or your Employee Handbook should be well documented by you with
the date of infraction, and acknowledgementby you, the immediate supervisor,and employee, if possible.

7) Hearsaydocumentsthatare signed by a supervisor or manager of the employerwho disciplinedand witnessedthe
formeremployee’s violations of policy, etc. are notaccepted as evidence. The witness mustbe present in the
hearing, justas any other judicial hearing.

8) Allofthe above canbe used as evidencein an appeal.
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IX. THE APPEALS PROCESS (continued)

The ALJ will make a decision based upon the evidence and testimonythe parties presentat the hearing. The ALJ will
considerall evidence that would be admissible undercommon law and the statutoryrules of evidence. Testifyingwitnesses
should have personalknowledge (fromtheir ownfirst-hand experience) of the facts or circumstances. The ALJ can accept
written statements, whether notarized or not, but will give them no weight because they are not subject to cross-examination
orrebuttal.

2. Postponement of Hearings

Hearings are postponedin cases of emergencyonly. Any other requestto postpone mustbe made as soon as possible and
wellin advance of the scheduled hearing date.Written requestto postpone a hearingmust be received by the ALJ atleast
three (3) days before the date of the hearing. A copy of the request must be sent to the other party. You must specify onthe

requestthata copy was sent. ALJs will not automaticallygrant a postponement The ALJ will consider the merits of each
request.

If you are the appealing party and fail to appear at the hearing and a requestfor postponementwas not granted, the ALJ will
dismiss the appeal. A “Notice of Dismissal” will be sentto both parties. You have seven (7) days from the mailing date of the
Notice of Dismissal to file a writtenrequest with the ALJ for reinstatementof the appeal. Yourrequest mustinclude a good
reasonfor yourfailure to appear.

3. Review Board Proceedings

Thelosing party may appeal the ALJ’s decision. To appeal an ALJ decision regarding Ul benefit eligibility, you mustsend a
letter to the Review Board that states your desire to appeal and the reasonfor the appeal within 15 of the date the ALJ
decisionwas mailedto you. This letter should specifically and concisely explain why you believe the ALJ’s decisionis wrong.
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IX. THE APPEALS PROCESS (continued)

The ReviewBoard does not handle appeals pertaining to premiumliability. These must be directed to the Indiana Court of
Appeals.

In most cases, the Review Board will examine the record of the ALJ hearing and will reach its decision based upon the ALJ
hearing. The Review Board may grant a request to introduce additional evidence, if the appealing party shows good cause
that the new evidence is relevant and explains why the new evidence was not previously presented to the ALJ. A request to
introduce new evidence should be included with the letter requestinga Review Board appeal.

Thelosing party may appeal the Review Board decisionby filing a requestfor an appeal with the Indiana Court of Appeals.
A Review Board decisionbecomesfinal 30 days after the decisionis mailedto both partiesiif neither party hasfiled an
appeal requestwiththe Indiana Court of Appeals.

B. Employer Liability Protests

Liability ALJs conducthearingsconcerningemployercoverage and premiumliability. The LALJ'sjurisdictionincludes
disagreements between employersand DW D regarding:

e Assessmentsforinterest,taxesand penalties

e Transfers of an employer's experience balance and rates in cases of ownership transfers
* Protestsrelatedtoworker classification

e  Premiumrates calculatedby DWD

e SUTADumping(see SectionX-B)

You may protest an initial determination by mailing notice to:

DWD Tax Administration

ATTN: Director Ul Tax Administration
10N. Senate Ave. SE 202

Indianapolis, IN 46204

Protests should be filed on the form provided by the Agency. If you are not able to use the protestform, please submit
your protestin writing and include the basis for your protest, the facts or evidence you relied on in determining that the
actions of the agency were erroneous, a copy of the document that prompted your protest, and any supporting
documents that you would like to have examined in supportof your claim. If you are represented by counsel, please
indicate the name and contact information for your representative and for you on the protest document.

The protest must be received within 15 days after the mailing date of the initial determination or notice being protested. .
The LALJ will set a date for the hearing and notify the interested parties. You can appear in person and have an attorney
representyou, although representationis not required. Legal representationis at your own expense.

Employer protests of Ul Tax determinations are with regard to the correct application of the Act to their SUTA liability
and are not considered Tax Protests for purposes of the Indiana Court of Appeals. To be successful, the employer
must show that DWD has incorrectly interpreted or applied the statute(s) to the facts surrounding their account. This
may include the math underlying a calculation, as in the instance of a rate appeal or an appeal of a liability
assessment, or it may be the application of the 1/2/3 test to employer / worker relationship in a compliance audit
notice of findings. In each case, the employer must show the court that the application of the law is incorrect. When
you are preparing your protest, please be sure to address the issue at the root of the determination. For example, if
your premium increased because of claimant collection against your account, filing a protest of the rate calculation
will not, generally, be successful in that the calculation of your rate does not give you an additional opportunity to
protesta claim.

Unemployment Insurance Employer Handbook | 38



IX. THE APPEALS PROCESS (continued)

The Liability Administrative Law Judge is specifically prohibited from making a determination of qualification for Ul
Benefits. Please see section A of this chapter for information on appealing a Ul claim decision.

The decision of the ALJ becomesfinal 30 days afterthe mailing date, unlessthereis afiling of a Notice of Appeal withinthe
30days, and a subsequentcase filed with the Indiana Court of Appeals. The Notice of Appeal delays the decisionfor 30
days.

C. Indiana Court of Appeals

Appeals to the Indiana Court of Appeals may be made if the appealing party disagrees with the ReviewBoardor LALJ
decision..These appeals are held underthe same terms and conditions that govern appealsin all civil actions. (See

www.in.gov/judiciary for more information.) The Court does not re-try cases, but it does clarify questions of law
raised by court decisions
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X.MAINTAININGINTEGRITY INTHEUNEMPLOYMENT
INSURANCE PROGRAM

A. Reporting New Hires

UnderIC 22-4.1-4-2 and the Federal Personal Responsibilityand W ork Opportunity Reconciliation Act of 1996 (PRWORA)
all public, private, non-profitand governmentemployers are required to report all newly hired employees, or employees
returning to work after a break of at least 60 days, within20 days of hire (this should be the first actual date of work).
Failure to do so could resultin a fine of $25 peremployee notreported, or up to $500 if it is determined the failure to report
was part of a conspiracy between the employer and employee. You can reportnew hires at www.in-newhire.com.

Why is new hire reporting important?

Reporting your new hires helps protect youraccountand otheremployers againstfraudulentunemploymentclaims.

B. Report Ul Fraud

If someone receives Ul benefitsand they know they are not eligible it is considered fraud. One such example would be an
individual that receives benefitswhile working full-time. Other examples of fraud include receivingbenefits while working and
receiving pay “underthe table,” orreceiving benefits under anotherindividual'sname. You can report Ul fraud:

e Onlineathttp://www.in.gov/dwd/2343 htm

« Viamail at DepartmentofWorkforce Development, BenefitPaymentControl Section, 10 North Senate Avenue,
Room SE105, Indianapolis,IN 46204, or

«  Viafaxat(317)234-2932.

Youdo not needto provide your name or any otheridentifying informationin order to reportunemploymentinsurancefraud.
However, we will not be able to contactyou if we need to seek additionalinformation about your complaintif you choose to
remain anonymous.
Please provide as much detailedinformation as possibleconcerning your allegations:

¢ Includethe name and address of the individual or business suspected of committingfraud

e Givetheindividual'sSSN as well as the name of the business where the individualhas been employed during the
lastyear (if available)

e Describe yourcomplaintin detail and provide datesif possible

Penaltiesand interestare applicableto an individual who commits fraud. DWD assistsin the prosecution of individuals who
commitUlfraud.

C. Report Work Refusals

If an individual refuses a suitable job offer or refuses or fails a drug screeningas a condition of employment, they are not
eligible for unemploymentbenefits and will be liable to repay any benefits received after the refusal.

How to Report:

»  Gotowww.jn.gov/dwd/2465.htm
e Completethe EmployerProtestForm (640P)and check the “Work Refusal’box
e Faxformto(317)633-7206
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X. MAINTAINING INTEGRITY INTHEUMEMPLOYMENT INSURANCE PROGRAM (continued)

What is a Valid Job Offer?
e Mustbe a genuine offer of employment (defined as suitable employmentin IC 22-4-15-2)
e Genuineoffermustinclude ajob positionand a timelinefor acceptance

e Iftheofferisissuedin writing, it creates substantiated evidence

DWDwill makefinal determination on whether the offer was for suitable employment as defined
in IC 22-4-15-2.

D. Employer Audits

A top priorityfor DWDiis to protect the integrity of the Ul Trust Fund. DWD diligently investigatesand strives to prevent
incorrectexcess paymentsto claimants or “overpayments”. Overpayments drive up premiums and costs for employers.
Additionally, DWD frequently audits employerstofind those who abuse the system or do not pay theirfairshare.When
employers abuse the systemit also increasescosts and premiumsfor otheremployers. Ul Auditors placed throughoutthe
state conductrandomand targeted compliance audits of employersin orderto ensure that all are complying with SUTA
regulationsandthat DWDis consistentin our enforcement.

Employment Records

PerIndiana Code, you are requiredto keep accurate payrolland employmentrecords. Records must show:

< Name and Social Security number of each employee

e Anycash paid to each employee percalendar quarter

« Paymentsotherthan cashto eachemployee

- Dateseachemployeeworked

e Thedatewageswerelastpaid

e Anyreasonsthe employeeleftwork

< Reasonsforanylosttimethataffected employee wages

* Amountearned by each employeeduring each calendarweek
e Ifeachweekworked was afull or part-time week

e Thebase of operationsfor each employee

Yourrecords and reports to DWD are confidentialand are not published or open to the public. If your accountis selected for
an audit, you will be notified in writing.Whenever possible, the auditwill be scheduled at the convenience of the employer.
Pleaseinformthe assignedauditor of any special considerationsor requirements.

Theserecords mustbeopenatall times forinspectionand mustberetained for at least five years.
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X.MAINTAINING INTEGRITY IN THE UNEMPLOYMENT INSURANCE PROGRAM (continued)

E. SUTADumping

SUTAdumpingis the practice of trying to evade or deceive the Ul system or personnel to qualifyfor a reduced premium
rate. SUTA dumping has beenillegal since January of 2006. DWDis committed to investigating, detecting, and preventing
this practice. Itis importantto abide by the following to avoid running afoul of the SUTA dumping law:

1. Mandatory Transfers

Ul experience accountbalances mustbe transferredwheneverthereiis:

e  Substantiallycommon ownership, managementor control betweenthe parties
< Oneentitytransfersall of its trade or business (including its workforce) to another entity

e See Section Il regarding businessreorganizationsthat do not constitute a transfer of trade or business because
the newly established entity does not meetthe requirementto be a separate employing unit.

2. Prohibited Transfers

A newemployeracquiring the trade or business of an existingemployerfor the sole purpose of qualifying for a lower
premiumrate is not entitled to the previous owner’s Ul experience account. This practice resultsin higher rates for other
employersandis notallowed. A new employer premiumrate will be assigned. (See Section 1V). Existing businesses
are also prohibited from acquiring a different trade or business for the purpose of transferring their workforce to
another account with a lower Ul experience rating.

3. Penaltiesfor SUTADumping

Any employerthatknowingly violates or attemptsto violate the law regarding SUTA Dumpingwill be subjectto the highest
premiumrate for the currentand following three years. If that employeris already at the highesttax rate or if the amount of
the increaseis less than 2%, a penalty of 2% of wages will be imposedfor the current and following three years. Any person
thatadvises an employeron howto carry out SUTA Dumpingis subjectto a civil penalty of up to $5,000.

4. Why SUTA Dumping is Harmful

Underthe experiencerating system, you pay Ul premiums at a rate thatis based on the number of your former, current or
laid-offemployees receiving Ul benefits. Employers with more employees receiving Ul benefits pay higher premiumrates.
Employerswithfeweremployeesclaiming Ul benefits payless. Employerswho engage in SUTA Dumping practices (or
othertax schemes)to avoid paying theirfair share unfairly shiftthe burden to otheremployers.

SUTA Dumpingis harmfulbecauseit:
e Compromisestheintegrity of the Ul system
e Resultsinanuneven playingfield
e Increasesratesfor allemployers
e  Coststhe Ul Trust Fund millions of dollars each year

F. Commonly Owned, Managed, or Controlled Entities

With the enactment of the statutes and regulations generally referred to as SUTA dumping, anincreased emphasis has been
placed on the rights, duties, responsibilities, and reporting requirements of commonly owned, managed, or controlled entities.
This section reviews the regulations, provides some practical guidelines on determining when an employer qualifies for
multiple employing unit status, and discusses what happens during a rate assurance investigation. There are three
regulations that employers should consider when they operate multiple businesses as if they were, or could reasonably be
considered to be, a single enterprise. Please be aware that rate assurance investigations are a result of the requirement to
prohibitand correctinstances where SUTA dumping has occurred, but the intent to commit SUTA dumpingis not required for
DWD to make a determination that the employer is required to report and be rated as a single employing unit.
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X.MAINTAINING INTEGRITY INTHEUNEMPLOYMENT INSURANCE PROGRAM (continued)

The Federal mandate to the Agency is to level the playing field so that similarly situated employers are given the same
treatment, i.e. rates, underthe Act. DWD will make necessary corrections related to eligibility for separate employer accounts
without regard to the rate implication of such a decision. A creditto the employing unitfor duplicate payment of wage base or a
lower blended rate is as normal an outcome as a determination of additional contribution, surcharge, interest, and penalty
described in 646 IAC 5-2-14.

646 IAC5-2-12 Eligibility for separate employer account

Sec. 12. (a) For purposes of IC 22-4-10-4, any employing unit that is wholly or partially owned by another employing unit
will not be eligible for a separate experience account if:

(1) the employing units are so closely related that it would be appropriate to disregard the corporate structure under
Indiana law; or

(2) one (1) of the employing units has failed to assume all of the requisite employment responsibilities necessary to provide
its employees with employment.

(b) Employing units not eligible for separate accounts are responsible for ensuring that their wages are reported under a
singleaccount.

646 IAC 5-2-13 Responsibilities of related entities

Sec. 13. (a) Where employing units are related because one (1) employing unit has created or acquired a separate
employing unit with no existing experience account, the employing units are responsible for determining whether they are
eligible for separate accounts before requesting a new account.

(b)Where employing units with properly acquired experience accounts become related and ineligible for separate
accounts through acquisition or merger, the entities are responsible for reporting the acquisition or merger to the
department. The department shall combine the experience balance of the two (2) accounts once it receives the report.

646 IAC 5-2-14 Rate recalculation and penalties

Sec. 14. If employing units that are not eligible for separate accounts obtain and use separate accounts, the department
shall, once the error has been discovered, retroactively recalculate the employing units' experience rate as if the employing
units had reported using a single account. The recalculation must be made not later than four (4) completed calendar years
subsequentto the date that the contributions, penalties, or interest would have become due, except that this limitation
shall not apply to any contributions, penalty, or interest that should have been paid with respect to any incorrect report
filed with the department which report was known or should have been known to be incorrect by the employing unit. In
addition, the employing units may be subject to the following penalties:

(1) Penalties andinterest as setforth in IC 22-4-29-1.

(2) Anincreased meritrate under IC 22-4-11-2.

(3) Criminal penalties set forth in IC 22-4-34-2.

1. Eligibly of Separate Accounts

In general, if an employer files SF2837 or registers their business via ESS, the employer is making an assertion that
they qualify for separate employing unit status. There are certain actions that will trigger DWD to request additional
information on eligibility for new or separate accounts. Those actions include, but are not limited to:

1. Sendinginan ESS account recovery request and explicitly stating that the employer is operating several
different FEIN numbers in Indiana and that a single responsible party is shared for all accounts.

2. Astatementduring the registration process that indicates no assets have been transferred but that separate
employing unit status is requested for payroll purposes only.

3. Sending in multiple requests for new accounts where the responsible parties are all the same and the
accounts are named something like: My new business 1; My new business 2; My new business 3. This will
particularly raise questions if all of the businesses are registered to the same physical location or no physical
location is provided and all of the addresses are PO Boxes. (Providing a physical address in addition to a
mailing address is a requirement in registering an account.)

4. Filing an employer contribution adjustment report (SF44954), requesting that wages be moved between
employers because the reports were co-mingled and now need to be separated.

5. SUTA Dumping Detection (SDDS) reports showing employee movement between entities.
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X.MAINTAINING INTEGRITY IN THE UNEMPLOYMENT INSURANCE PROGRAM (continued)

Once separate employing unit status eligibility has been raised as an issue on the accounts, DWD will follow one of
two paths depending on the reporting received from the employer to date. If no employee movement has been
detected between the accounts, DWD will normally contact the employer to educate them on the regulations and to
ask for additional information with regard to the nature and extent of the employer relationship. If employee
movement has been detected between the accounts, DWD will normally initiate a rate assurance investigation to
determine if mandatory or prohibited transfer activity has occurred and if the entities should be collapsed to a single
employing unit with multiple locations.

Normally, if employing units are routinely moving employees between commonly owned, managed, or controlled
employing units, the employing units do not qualify for separate accounts. Wage record movement is not, however,
the only factor considered, and common ownership, management, or control is not sufficient to make a determination
that the entities are a single employing unit. A common misperception is that the analysis of DWD does not extend
beyond a determination of a parent/ subsidiary relationship. While this relationship is a factor, itis not the single
factor used in a determination.

Whenever possible, DWD makes a determination based on key documents and responses provided by the
employing unit about their operations. In aninvestigation, we might interview employees, review grant applications,
request copies of tax returns, review benefit programs, request information on human resources administration,
interview tax preparers (internal or external), research public records, ask for fulfilment contracts, request asset
purchase / asset sale documents, and (or) conduct a compliance audit for one or more of the employing units in
guestion.

In arequest for information, DWD will provide education on the factors to be evaluated and ask the employer to make
an assertion in writing that they are aware of the requirements as explained and qualify for separate accounts.

Unless further action is indicated at a later time, this determination will usually not be re-examined. If the
determination does require re-examination for cause, the employer’s assertions will be considered to be willfully

made in the event that an investigation results in a determination that the employer knew or should have known that
they were not entitled to separate employing unitaccounts.

2. How to tell if your operations are so closely related as to disregard the corporate structure or if you have not
assumed all of the responsibilities necessary to provide employment.

The following is a short list of general considerations used in making a determination. This listis not intended to be
all inclusive and some factors are weighed more heavily than others. A final determination should be based on the
preponderance of the facts.

a. Does each employing unit have a revenue stream independent of related entities from which wages are
paid?

c

Is each employing unit separately incorporated?
If operated as an LLC, is the LLC disregarded, per the IRS, to any of the other employing units?
Do the entities file a consolidated tax return?

Do the entities publish a consolidated P&L?

-~ o a o

If the entities are required to be audited for any business purpose other than taxes, whether publically or
privately held, are the entities audited together?

g. Does each employing unit have the ability to contract, to purchase, and /or to sell assets without approval
of a centralized authority external to their business operation?

h. Can any authority external to the employing unit make an independent decision to buy, sell, trade,
contract, or discontinue operation related to the employing unit?

i.  Without regard to the employing unit’s authority to contract, as a general practice of the related entities
are contracts made through a central authority with assignment to the employing until?

j- Does the business jointly file for grants as a single enterprise?

k. Is hiring centralized at any point including a shared website for accepting applications and posting
availablepositions?
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I.  Dothe employing units have independently established human resource policies, procedures, manuals,
personnel oris this function centralized as part of a shared services arrangement?

X.MAINTAINING INTEGRITY INTHE UNEMPLOYMENT INSURANCE PROGRAM (continued)

m. Does the employing unit have its own benefits plan, or do employees of the overarching organization
share a single benefits plan?

n. Whatservices, if any, are shared by multiple employing units on a reimbursement or pass through basis?
0. Whatrevenues, if any, are shared by multiple employing units on a proration or pass through basis?
p. If employees wear uniforms, is the name on the uniform that of the overarching organization or of the
specificemploying unit?
g. Are all the employing units operated out of the same physical location?
r. Do the employing units have unique phone service or do they share a phone system?
i. If the employing units share a phone service, what business name is used in the greeting?

ii. If the employing units share a phone service, does the same person or group of people return
calls for all of the employing units with regard to hiring, contracts, tax filing, customer complaints,
and other general concerns?

s. Without regard to the FEIN or business name on the face of the paystub, W2, or 1099, is payroll centrally
processed for the entire organization?

i. Ifso,is payroll expense paid from a central account and apportioned to the employing units?

ii. Ifso, whatcompensationis made to the central processing division by each of the employing
units, if any?

t.  Does each employing unit have its own bank account?

i. If so, are funds from the individual bank account swept in and out to or from a central bank
account?

The purpose of this regulation is not to prevent or prohibit entities from operating their businesses in the manner they
believe most beneficial, the purpose is to close loopholes that are known to facilitate rate manipulation. Each
business unit can report under a separate location code, but the organization shares a single premium rate.

3. RateAssurance Investigation

If an employing unit, or group of employing units, is believed to have violated the requirements in IC 22-4-10-6 to
reportthe transfer of business operations between related or unrelated organizations, is believed to have established
multiple accounts in error, or is believed to have violated the specific SUTA dumpling statutes with regard to transfers,
arate assurance investigation may be initiated.

If your account is selected for a rate assurance investigation, you will be mailed a notice requesting that you contact
the investigator at the telephone number provided within ten (10) business days to schedule a meeting. The meeting
should be scheduled with a person of sufficient authority in the organization to bind the organization by their actions.
The organizationis responsible for determining the appropriate person to meet with the investigator.

The initial meeting is held at the convenience of the employer and may be in person or by telephone. The meeting
should be scheduled within thirty days of the original request, but can be delayed at the request of the employer for up
to sixty days.

During the initial meeting, the investigator will discuss the reasons underlying the investigation and will request that the
employer provide information, facts, or documents about their business operations.

If, during the course of the initial meeting, the employer and the investigator reach a mutual conclusion as to the facts
and applicability of certain statutes, the investigator will prepare and send a directed determination letter to the
employer. The directed determination letter allows the employer fifteen days to consider to the conclusions and
request further investigation. If the employer has not notified the Agency that they disagree with the directed
determination, afinal determination letter will be sent to the employer via certified mail or courier. The final
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determination has protest rights attached, and the determination may be protested to the LALJ as described in Section
IX-B.

X.MAINTAINING INTEGRITY INTHE UNEMPLOYMENT INSURANCE PROGRAM (continued)

If afurther investigation is required, the investigator will make a written request for books and records that are generally
kept in the normal course of business. If the employer does not keep a specific record of the type described by

the investigator, please let the investigator know that the record is not available. As a courtesy to the employer, the
investigator will usually also complete a compliance audit on one or more of the employing units as a part of the
general investigation. This will prevent the same employing unit from being the subject of a random compliance audit
for at least four years.

Atthe conclusion of the investigation, the investigator will schedule a wrap-up meeting with the employer to review the
results and to provide the preliminary determination. This will be followed by a final determination notice which will be
delivered to the employer by certified mail or courier. The final determination has protest rights attached and the
determination may be protested to the LALJ as described in Section IX-B.

Unemployment Insurance Employer Handbook | 46



XI.FREQUENTLY ASKED QUESTIONS

What is Unemployment Insurance?

Unemploymentinsurance (Ul)is a federal-state programdeveloped by the US Congress as a social programpaidfor by
employersto give money to unemployed persons. Employers pay moneyinto a trustfund that then distributesthe moneyto
those receiving benefits. Employeesdo not pay for or “pay into” this program. Ul is regulated under the Federal
UnemploymentTax Act (FUTA). The portions of the programdelegated to the state under FUTA are regulated underthe
State UnemploymentTax Act (SUTA). Employees are eligible for unemploymentbenefits only if they are unemployed
through no fault of their own and were NOT dischargedfor just cause or gross misconduct.

Who pays Unemployment Insurance?

Employers pay Ul premiums or reimburse the Ul Trust Fund for benefits paid once they meet the employer qualifications
under Indiana Code § 22-4-7 (see Section 1I-A). Ul premiums and reimbursements are paid to DWD. The payments are
heldin trust to pay Ul benefits.Ul premiums and reimbursements are not deducted fromemployees’ wages.

Who is an Employer?

An employeris an individual or an organization that has therightto control an individual or individuals and pays that
individual orindividuals wages or compensationin exchangefor the performance of services. Employersare subjectto
Indiana Code § 22-4-7. These qualificationsare explainedin Section II-A.

What is a Reimbursable Employer? What do they pay?

A reimbursable employeris an employerthat elects to directly reimburse the Ul Trust Fund for benefits paid to former,
currentor laid-off employees. Not-for-profitorganizations and governmentemployers may choose to directly reimburse the Ul
Trust Fundfor benefits paid. A not-for-profit organization must meet the criteria definedin the Internal Revenue Code,
Section501(c)(3) (see Section II-G). It must also provide a copy of the Internal Revenue Service (IRS) exemptionletter, or
applicationfor exemptionstatus, and submita completed DWD Form 1065 (Election To Pay Tax or To Become Liable).
Once an employerqualifiesas a reimbursable employer, the status is keptfor a period not less than two years. The election to
be reimbursable is maintained unless the employer revokes the election by filing aform 1065 changing their election to
contributory. Like employers that pay premiums, reimbursable employersmust also reportquarterly wagesonthe UC-1 and
UC-5reports. Reimbursable employers must directly pay the Ul Trust Fund the exact amount of benefits paid to their former,
current or laid-off employees.

Who is an Employee?

Ingeneral, an “Employee”is anindividual who performs a servicefor a person or organizationfor payment.

One should conclude an individualis an employee, as opposedto an independent contractor, if the person or organization the
individualis providingthe servicefor has the rightto directly control the way in which the service is carried out by the
individual performingthe service, or if the work performed is in the normal course of the person or organization’s business,
orif the individual performing services is notindependently established in the same trade or business as that performed for
the individual or organization’s business. It is the right to control that is important. The control does not ever need to be
exercisedto be a determiningfactor. “Employee”as definedfor Ul purposesis differentthanitis definedfor IRS purposes,
workerscompensation,etc

What are Wages?

Wages are defined as compensationreceivedfor servicesperformed.Wagesinclude salaries, bonuses, commissions,
vacation pay, retroactive pay increases, and any other payments made by an employer, unless defined otherwise. The term
“Wages”alsoincludes the cashvalue of any asset or service thatis givento an employee as compensationfor services.
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XI. FREQUENTLY ASKED QUESTIONS (continued)

Who mustregisterwith the Indiana Department of Workforce Development (DWD)?

New employers subjecttothe DWD Act (see Section II-A) and any entitythat acquires an existing business (change of
operational control) must register with DWD. The acquiringemployeris usuallynot allowed to use the prior owner’'s account
number. Itis considered a change of operational control any time a business changes from one type of ownership to ancther.
The changefroma sole proprietorto a corporation or a partnershipis also considered a change of ownership. Changing
stock ownershipin a corporationis not considered a change of ownership.Wheneverany change occurs pleaseask DWDif a
newaccountis needed.

How do | register?

Onceyou are subjectto Ul law, you mayfile an application on State Form 2837 (Report To Determine Status) with DWD
orregisteronline viathe UplinkEmployer Self Service (ESS) applicationat https:/uplink.in.aov/ESS/ESSLogon.him. You
will be given anindividual employeraccountnumber and must beginfiling quarterly contributionreports (form UC1) and
quarterly wage reports (form UC5).

What will my rate be? What must | pay?

The new employer rate is 2.5%. The new constructionemployer rate is 4%. After atleast36 continuous months of liability, you
may qualifyforameritrate.

Your meritrateis the variable rate your premiums are based on. Itis reflects how many of your former, current, or laid-off
employeesare receivingunemploymentbenefits, the number of people statewide receiving unemploymentbenefitsthe
previous year, and your total taxable wages for the prior 36 months.

You pay the premiumrate on the first $9,500 of wages per employee, per year. Anything over $9,500is considered
excess wages. Excess wagesare exemptfrom Ul premiums.

Do myworkers qualifyfor Ul coverage EVEN if | do not qualify as an
employer under the DWD Act?

If youdo not qualify as a covered employer, butwant Ul coverage for workers, you may apply for voluntary coverage. If
voluntarycoverageis approved, you keep coveragefor you workers atleasttwo years.

What records must | keep?
For Ul purposes, you mustkeep records of:

e Thebeginning and ending date of each pay period

e Totalwages paid duringeach pay period

e Thenumberof employees each month

e  Totalnumber of employees each quarter

e Eachemployee’sname, social security numberand wages for each pay period

e Thedate each employeewas hired, re-hired, or returnedto work after a temporarylay-off

e Thedate eachdischarged employeewas terminatedand the cause of the termination.

My businessis a corPoratlon, and | am a corporate officer. Am | required to
report thewages that | earn from my corporation?

Your corporationis a legal entity that employs you. Wages that you earn from the corporationmust be reportedtofile an
applicationfor Ul benefits in the future. The amount of Ul benefits available to you will depend on the amount of wages you
receive fromthe corporation and the conditions of your discharge from employment.
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XI. FREQUENTLY ASKED QUESTIONS (continued)

In what type of situation can | treat my workers as independent contractors?
The status of your workers is determined by the nature of the relationship between the business and the worker.

A workeris not considered an employee and should be considered an independentcontractor onlyif all of these apply to
the individual:

e Theworkeris free fromdirectcontroland command of the person or organizationthey are providing a service or
servicesfor

- Theworkeris performinga service or services which are outside the usual course of the business of the personor
organizationthey are providingthe service or servicesfor

 Theworkeris independently established in the trade or business related to the services provided and offers
services in this trade to the general public.
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XIl. GLOSSARY

Many of the terms used in Indiana's Unemployment Insurance program have special meanings that may differ somewhat
from those generally used. Below are some simplified definitions of common Ul terms. These are not legal interpretations
and are provided only as a guide.

Balance, (experienceaccount)— The amount of moneyin an employer’'s experience account.

Base Period — The four consecutive calendar quarters used in determining an individual’s eligibilityfor Ul benefits.

This period is the first four quarters of the last five complete calendar quarters directly before the week an individual files a
Ul claim.

IF A CLAIM IS FILED BETWEEN JANUARY 6, 2014 AND APRIL €, 2014

= not counted

ﬁ The claimant’s base period consists of these calendar quarters 1

October January April July

November February May August

December March  ©  June  : September

T tmlaastﬂ,ﬂ]]{bamaanm‘ﬂm&mﬂm%

At least $4,200 (between Oct “12 and Sept 13)

During your months, you must have wages of $4,200 of which $2,500 must be in the
last 6 months of the base period; also your total wages in the base period must be at least 1.5 times
your highest quarter wages. (IC 22-4-14-5(c)(2))

$7,000.00 $8,500.00 $7,500.00 $7,000.00

The amount of the claimant'’s weekly | it cepends upon the highest |
wages they wers paid in any calendar quarter in your base period. The weekly
benefit payment may not exceed $390.00

To determine your weekly payment, divide the total wages earned in these 4 quarters by 52.
Then, muliply the sum by 0.47. For example: $30,000 + 52 = $576.92 X 0.47 = $271 (weekly benefit
amount). The weekly benefit amount should be rounded down to the next whole dollar amount and
should not exceed $390. (IC 22-4-4-3(n))
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XIl. GLOSSARY (continued)

Benefit Year — The 52 week period Ul benefitscan be claimed. The benefityear begins the week an individualfiles a
Ul claim.

Calendar Quarter— Three month periodending March 31st, June 30th, September 30th or December 31st.
Computation Date — June 30" of the year immediately priorto the year for which a merit rate is effective.
Contributions—Mandatory unemploymentinsurance premiums. Theyare paid quarterlyby employers.

Covered Employer— Employer subjectto the Unemploymentinsurance program. (See SUTA, FUTA, DWD guidelines.)
DWD - Indiana Departmentof Workforce Development.

Employer— An entity that pays covered wages to individuals. Employers are subjectto the
Unemploymentinsurance program. (See Section [l-A and Section [I-B)

Employing unit— Anindividual or organizationthat has one or more employeesin Indiana. Thisincludes a partnership,
association, jointventure, estate, jointtrustcompany, insurance company or a corporation. An employing unit may contain
multiple entities (FEINSs)if the entities are operated as a single enterprise.

Experience account—An employer'sindividual accountmaintained by DW D thatis creditedfor Ul premium payments and
voluntarypayments. This accountis chargedfor Ul benefit paymentsto formeremployees and mutualized benefitcharges.

FUTA- Federal UnemploymentTax Act. The lawthat regulates the federal portion of the Unemploymentinsurance
program.

Initial Claim — Thefirst application (claim)for Ul benefits made by an individual. This process determinesif the individual is
eligiblefor benefits.

Merit Rate — The rate employers qualifyfor, based on experience, whenthey nolongerare considered new employersand
are not subjectto the delinquentrate. Meritrates are computed based on your past 36 months wages and your own account
status as of each June 30.

Mutualized Benefit Charges—Eachyear, all benefitchargesthatare relievedfrom employeraccounts aretotaledand
charged proportionallyto all premium-payingemployers. DW D determines your company’sshare of those charges,
(Mutualized Benefit Charges)by dividing your taxable wages by all taxable wages paidin the state.

Reimbursableemployer— Employerswho directly reimburse the Ul Trust Fundfor all Ul benefits paid to former, current,
and laid-off employeesinstead of making regular premiums payments.

SUTA - State Unemployment Tax Act. The law that regulates the state portion of the Unemploymentinsurance program.
Ul - UnemploymentInsurance.

Voluntarypayment— An additional payment made by employers to obtain a lower premiumrate.

Wages — Compensation paid by an employer to an individual for services rendered.
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Xll. SPECIAL TYPES OF EMPLOYMENT AND PAYMENT

Thefollowing chartwill help you determinewhether special types of employmentand wages are covered employment.
Taxableis used to indicate covered employment even if the employer has the option to elect to make reimbursement.

SPECIAL TYPES OF EMPLOYMENT AND WAGES — ARE THE WAGES TAXABLE?

Type of Employment/ Wages

Ul Tax Status

Advancesagainstfutureearnings

Taxable

AgriculturalLabor

Taxable, if: You

have agricultural employees and pay
$20,000 or more in a calendar quarter; OR

You have 10 or more agricultural employees
for some part of a day in each of 20 weeks
during a calendar year

Aliens,Resident:

Services performedin the U.S.

Taxable

Services performed outside of the U.S.

Exempt,unless:

Performed in connection with an American
vessel or aircraft and performed under
contract; or

Alienis employed on such a vessel or aircraft
whenittouches a U.S. port.

Annuities: Payments made by the employerintoafund

for retirementor death benefits under a plan offeredto all Exempt
employeesor a certainclass or classes of employees
Back Pay:Wages paid as a result of a dispute relatedto

Taxable
employment
Bonuses Taxable

CafeteriaPlan: Deductionsunder Internal Revenue
Codesection125

Taxable, if the employee chooses cash. If the
employee chooses anotherbenefit, the
treatmentis the same as if the benefitwas
provided outside of the plan.
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Commissions Taxable unless the worker is a sales person
paid solely by commission who is the master of
theirown time and effort or an insurance agent
receivingremunerationsolely by commission

Corporate Officer Payments: Corporateofficers Taxable
performing a service for the corporation (including sub-
chapterS-corporations)

Cosmetologists or Barbers: Who arelicensed, contract
with a shop, are free from control and direction of the shop
owner, own or lease equipment, receive payment from Exempt
clientele, and acknowledge in writing thatthey are not
covered by Ul.

DeceasedWorker:

1) Wages paidto beneficiaryor estatein year of Taxable
worker'sdeath

2) Wages paid to beneficiary or estate after calendar

year of worker's death Exempt

Deferred Compensation: Taxable

Exempt,to the extentthatitis reasonableto

DependentCareAssistancePrograms: (Limitedto believe the amounts are excludablefromgross

$5,000 annually, $2,500 if married filing separately) income underInternalRevenue Codesection
129.
Disabled Workers:Wages paid afteryearinwhich Taxable

workerbecomesentitledtodisabilityinsurance benefits
underthe Social Security Act

Director Fees: Fees paidto directors of a corporation for Taxable
attending meetings of the board of the directors

EmployeeBenefitExpenseReimbursement:

1) Amounts notexceeding specifiedgovernmentrate for Exempt
perdiemorstandard mileage

2) Amountsin excess of specified governmentrate for Taxable
perdiemor standard mileage

FamilyEmployees:

1) Childemployedby parent(orpartnershipinwhich Exempt— Until child reaches age of 21
each partneris a parent of the child)

2) Spouseemployedbysole proprietor

Exempt
3) Parentemployedby sole proprietor Exempt
Foreign Governmentor International Organization Exempt
ForeignServicebyU.SCitizens
1) AsU.Sgovernmentemployees Exempt
2) Forforeignaffiliates of Americanemployersand Exempt, unless on American vessel of aircraft

and performingwork under contract made in
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otherprivateemployers

U.S., oremployee is employed on vessel when
ittouches a U.S. port

HolidayPay Taxable
Home Workers (industrial, cottage industry)

1) Commonlaw employees Taxable
2) Statutoryemployees Exempt
Hospital Employees: Interns Exempt

Household Employees: Domestic service in private
homes, college clubs, fraternities, and sororities

Taxable if total cash wages are $1,000 or more
(for all household employees)in any quarter in
the currentor preceding calendar year.

Insurancefor Employees:

1) Accidentand healthinsurance premiumsundera
plan or systemfor employees and their dependents
generallyor for a class or classes of employees and
their dependents

2) Grouptermlifeinsurance costs

Exempt

Exempt

Insurance Agents or Solicitors: Full-time life insurance
salesperson or other salesperson of life, casualty, or
othervarieties of insurance

Taxable if employeeis not paid solely by
commissions.

Leave-Sharing Plans: Amounts paid to an employee
under a leave-sharing plan

Taxable

Limited Liability Companies (LLCs): Payments made
to memberworkers of member-managed LLC where the
workers do not also manage, and all LLCs electingto be
taxed as corporations

Taxable

Newspaper Carriers and Vendors: Newspapercarriers
under age 18 and newspaper and magazine vendors
buying atfixed prices and retainingreceipts from sales to
customers

Exempt

Officers or Shareholders of an S-Corporation

Taxable

Non-ProfitOrganizations

Taxable unless specifically excluded

Officers or Shareholders of a Corporation:
Distributions and other payments made by a corporation
to a corporate officer or shareholderto the extent the
amounts are reasonable compensationfor services to
the corporation by the officer or shareholder

Taxable

Partner or Sole Proprietor: Distribution of profits to
general or limited partners of a partnership or to a sole
proprietor

Exempt
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Railroads: Payments subject to the Railroad Retirement
Act

Exempt

Religious/Church

Exempt

Retirementand Pension Plans:

1) Employer contributionsto a qualified plan

2) Elective employee contributions and deferralsto a
plan containing a qualified cash or deferred
compensationarrangement(e.g., 401(k))* *Please
see Publication 15-A of the Social Security
Administration for more information on employer
contributions

Exempt

Taxable

Salespersons:
1) Commonlaw employees

2) Statutoryemployees

Taxable

Taxable, except as noted for commissions

Severance, Termination,or Dismissal Pay

Taxable

Sick Pay Taxablefor thefirst 6 monthsfollowing the
monththe employee lastworked
State/Local Governments and Political Subdivisions Taxable exceptas noted
(Employees of):
1) Payments,(includingsalaryandwages)tomost E
. e xempt
elected and appointed officials

. Exempt
2) ElectionWorkers P
Student, Scholars: Student enrolled and regularly Exempt
attending classes, performing services for a private
school, college, or university; auxiliary non-profit
organization operated for and controlled by schooal,
college, or university; or public school, college, or
university
Tips or Gratuities reportedin writing to employer Taxable
Vacation: Paid vacation for employee Taxable
Worker’'sCompensation Exempt
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ARE YOU DOING EVERYTHING TO
PROTECT YOUR BUSINESS FROM
HIGHERTAXES?

Help prevent Improper Payment of
Unemployment Insurance (Ul) Benefits

Didyou know...

e As abusiness, youfund Ul Benefits through
premiums .

e The U.S. Department of Labor estimates last year
more than 12% of Ul benefits were paid improperly,
totaling nearly $13.7 billion.

e The most common reason for improper payments is
due to inaccurate or missing information.

e Improper payment of benefits is a serious problem
that can result in higher Ul premiums to all
employers.

What exactly are "improper" payments?

Improper payment of Ul benefits means that a claim for benefits was paid in error due to the claimant
or employer providing inaccurate information , or when information like the current employment status
of aclaimant is not received ina timely manner.

What can you do to prevent improper Ul payments?
Be an active partner Help reduce employer costs by taking three critical steps:
1. Reportall new hiring and re-hired employees within 21 days.
e Timely reporting helps prevent payment of ineligible Ul claims after an individual has
returned to work. You can report new hires online at www.in.gov/dwd/2614.htm .
2. Respond promptly to any Request for Verification of Weekly Earning from the department.
e Apromptresponse will help prevent improper payment of Ul benefits.
3. Provide complete and accurate Employee Separation Information to the department.
e Costly appeals and improper payments are avoided by providing separation information to
determine claimants eligibility for benefits.

The Cost and Consequences of Non-Compliance
Companies that fail to comply with state and federal Ul requirements face a number of preventable
costs and consequences, including:

e Lost revenue paid to ineligible claimants

e Increasesinemployer Ul premiums

e Possible fines and penalties

In addition to following the Ul requirements for reporting employee information, employer partnership
with the Ul program is just a god business practice.
For more information, please visit www.in.gov/dwd/2614.htm


http://www.in.gov/dwd/2614.htm
http://www.in.gov/dwd/2614.htm
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