STATE OF NEVADA

Brian Sandoval

Don Soderberg
Governor

Director

Renee L. Olson
Administrator

Department of Employment, Training and Rehabilitation
EMPLOYMENT SECURITY DIVISION
500 E. Third Street
Carson City, Nevada 89713-0001

WORKSHOP NOTICE AND AGENDA

WORKSHOP TO ADDRESS THE IMPACT OF A PROPOSED REGULATION ON
SMALL BUSINESSES
Pursuant to Nevada Revised Statute (NRS) 233B.0608

The Employment Security Division of the Department of Employment, Training and Rehabilitation
will hold a Small Business Workshop to solicit public comment on a proposed regulation to
establish the Unemployment Insurance (Ul) Tax Rate Schedule for Nevada Employers for calendar
year 2017. This notice is provided in compliance with NRS 241.020 and 233B.061.

Name of Division: Nevada Employment Security Division (ESD)

Date and Time of Meeting: Thursday, October 27, 2016; 10:00 A.M.

Place of Meeting:  Live Meeting: Video Conference To:
DETR — SAO Auditorium DETR - Stan Jones Building, Conf. Rm. C
500 East Third Street 2800 E. St. Louis Avenue
Carson City, Nevada 89713 Las Vegas, Nevada 89104
AGENDA

Call to order and welcome — ESD

Public Comment — Administrator may limit public comment to 5 minutes per speaker, but may not
restrict comment based upon viewpoint. No action may be taken upon a matter raised under the public
comment period, unless the matter itself has been specifically included on this agenda as an action
item.

Confirmation of Posting — ESD

Review Written Comments — ESD

Workshop to consider a proposed regulation to establish the Unemployment Insurance (Ul) Tax Rate
Schedule for Nevada Employers for calendar year 2017

A. Review of Trust Fund Status and Economic Analysis — R&A/DETR

B. Unemployment Insurance Tax Schedule and Small Business Impact Statement — ESD/DETR

Page 1 of 2



VI.

VII.

Employment Security Division
Workshop Notice and Agenda
October 27, 2016

Closing Public Comment - Administrator may limit public comment to 5 minutes per speaker, but may
not restrict comment based upon viewpoint. No action may be taken upon a matter raised under the
public comment period, unless the matter itself has been specifically included on this agenda as an
action item.

*For possible action: Adjournment

Agenda items may be taken out of order. Two or more agenda items may be combined for consideration.
An item may be removed or discussion on an item may be delayed at any time.

A copy of the meeting Notice and Agenda and supporting materials can be requested as per NRS 241.020,
either in person or by written request to the Department of Employment, Training, and Rehabilitation;
Employment Security Division, 500 E. Third Street, Carson City, Nevada 89713, or telephone Joyce Golden at
(775) 684-3909, or fax request to (775) 684-3910.

NOTE: Written comments must be received by the Employment Security Division on or before October 20, 2016,
at the following address:

Department of Employment, Training and Rehabilitation
Employment Security Division

500 E. Third Street, Carson City, NV 89713

Attn: Joyce Golden

NOTE: Persons with disabilities who require reasonable accommodations or assistance at the meeting should
notify the Employment Security Division in writing at 500 East Third Street, Carson City, Nevada 89713, or call
Joyce Golden at (775) 684-3909 (for individuals who are deaf or have hearing disabilities, dial TTY (800) 326-
6868 or 711 for Relay Nevada), or send a fax to (775) 684-3910, within 72 hours of meeting date and time.

Notice of this meeting was posted at the following locations on or before 9 a.m. on the 3raworking day
prior to the scheduled meeting date.

Nevada State Library & Archives, 100 North Stewart Street, Carson City, NV 89701

Legislative Building, 401 South Carson Street, Carson City, NV 89701

Grant Sawyer State Building, 555 E. Washington Ave., Las Vegas, NV 89101

Legislative Counsel Bureau Web Site

Department of Employment, Training and Rehabilitation Web Site

All County Libraries in Nevada

Employment Security Division, State Administrative Office, 500 East Third Street, Carson City, NV 89713
Employment Security Division Southern Administrative Office, 2800 E. St. Louis Ave., Las Vegas, NV 89104
Unemployment Insurance Contributions, 1320 South Curry Street, Carson City, NV 89703

Las Vegas Field Audit Office, 2800 E. St. Louis Ave., Las Vegas, NV 89104

Appeals Office, 2800 E. St. Louis Ave., Las Vegas, NV 89104

Reno Day Labor Office, 420 Galletti Way, Sparks, NV 89431

Las Vegas Day Labor Office, 1001 North A Street, Las Vegas, NV 89106

Nevada JobConnect-Carson City, 1929 North Carson Street, Carson City, NV 89701

Nevada JobConnect-Elko, 172 Sixth Street, Elko, NV 89801

Nevada JobConnect-Ely, 1500 Avenue F, Suite 1, Ely, NV 89301

Nevada JobConnect-Fallon, 121 Industrial Way, Fallon, NV 89406

Nevada JobConnect-Henderson, 4500 E. Sunset Road, Suite 40, Henderson, NV 89014
Nevada JobConnect-Las Vegas, 3405 South Maryland Parkway, Las Vegas, NV 89169

Nevada JobConnect-North Las Vegas, 2827 Las Vegas Boulevard North, Las Vegas, NV 89030
Nevada JobConnect-Reno Town Mall, 4001 South Virginia Street, Suite H, Reno, NV 89502
Nevada JobConnect-Sparks, 2281 Pyramid Way, Sparks, NV 89431

Nevada JobConnect-Winnemucca, 475 Haskell St., Suite 1, Winnemucca, NV 89445

Notice of this meeting was posted on the Internet on the following websites: DETR’s Public Notices website at:

http://nvdetr.org/public_notices.htm, the State of Nevada's Public Notices website at: https://notice.nv.gov/, and the Administrative
Regulation Notices website at: http://www.leg.state.nv.us/App/Notice/A/.
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PROPOSED REGULATION OF THE ADMINISTRATOR OF THE
EMPLOYMENT SECURITY DIVISION OF THE DEPARTMENT
OF EMPLOYMENT, TRAINING AND REHABILITATION
LCB File NO. R

October 3, 2016

EXPLANATION — Matter in italics is new; matter in brackets |omitted-material| is material to be omitted.

AUTHORITY: §§1 and 2, NRS 612.220 and 612.550.

A REGULATION relating to unemployment compensation; prescribing the contribution
rate schedule for calendar year 2017 and providing other matters properly relating
thereto.

Section 1. NAC 612.270 is hereby amended to read as follows:

612.270 The Administrator establishes the following schedule of contribution rates for
eligible employers for calendar year {20462} 2017:

1. Class 1: A rate of 0.25 percent is assigned to each employer whose reserve ratio is
[12:2] 13.3 percent or more;
2. Class 2: A rate of 0.55 percent is assigned to each employer whose reserve ratio is at
least [40-6] 11.8 percent but less than [12-2] 13.3 percent;

3. Class 3: A rate of 0.85 percent is assigned to each employer whose reserve ratio is
at least [9:0] 10.2 percent but less than [18-6] 11.8 percent;

4. Class 4: A rate of 1.15 percent is assigned to each employer whose reserve ratio is
at least [7%4] 8.6 percent but less than [9:8] 10.2 percent;

5. Class 5: A rate of 1.45 percent is assigned to each employer whose reserve ratio is
at least [5:8] 7.0 percent but less than [7%4] 8.6 percent;

= Ji=
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6. Class 6: A rate of 1.75 percent is assigned to each employer whose reserve ratio is
at least [4:2] 5.4 percent but less than [5:8] 7.0 percent;

7. Class 7: A rate of 2.05 percent is assigned to each employer whose reserve ratio is
at least [2-6] 3.8 percent but less than [4:2] 5.4 percent;

8. Class 8: A rate of 2.35 percent is assigned to each employer whose reserve ratio is
at least [1:0] 2.2 percent but less than [2-6] 3.8 percent;

9. Class 9: A rate of 2.65 percent is assigned to each employer whose reserve ratio is
at least [-0-6] 0.6 percent but less than [+:8] 2.2 percent;

10. Class 10: A rate of 2.95 percent is assigned to each employer whose reserve ratio
is at least [-2-2] -1.0 percent but less than [-8:6] 0.6 percent;

11. Class 11: A rate of 3.25 percent is assigned to each employer whose reserve ratio
is at least [-3-8] -2.6 percent but less than [-2-2] -1.0 percent;

12. Class 12: A rate of 3.55 percent is assigned to each employer whose reserve ratio
is at least [-5:4] -4.2 percent but less than [-3:8] -2.6 percent;

13. Class 13: A rate of 3.85 percent is assigned to each employer whose reserve ratio
is at least [-78] -5.7 percent but less than [-5:4] -4.2 percent;

14. Class 14: A rate of 4.15 percent is assigned to each employer whose reserve ratio
is at least [-8:6] -7.3 percent but less than [-78] -5.7 percent;

15. Class 15: A rate of 4.45 percent is assigned to each employer whose reserve ratio
is at least [-10:2] -8.9 percent but less than [-8:6] -7.3 percent;

16. Class 16: A rate of 4.75 percent is assigned to each employer whose reserve ratio

is at least [-1=8] -10.5 percent but less than [-10:2] -8.9 percent;

-0
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17. Class 17: A rate of 5.05 percent is assigned to each employer whose reserve ratio
is at least [-13:4] -12.1 percent but less than [-14:8] -10.5 percent; and

18. Class 18: A rate of 5.4 percent is assigned to each employer whose reserve ratio is
less than [-43-4] -12.1 percent.

Sec. 2. This regulation becomes effective on January 1, 2017.

Ceke H o

Renee L Olson, Administrator
Employment Security Division
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Small Business Impact Statement
Department of Employment, Training, and Rehabilitation
2017 Unemployment Insurance Contribution Schedule
Pursuant to NRS 233B.0608

Description of the manner in which comment was solicited from affected small businesses, a
summary of their responses, and an explanation of the manner in which other interested persons
may obtain a copy of the summary.

On October 03, 2016, the Employment Security Division Administrator and the Employment Security Council
held a meeting to review, discuss, and solicit comment on the proposed amendment of a regulation
pertaining to Chapter 612 of Nevada Administrative Code. On August 24, 2016, the Division publicly noticed
the Employment Security Council Meeting in accordance with Nevada Revised Statute NRS 241.020. In the
meeting notice, written comment was requested on or before September 26, 2016. As of October 3, 2016, no
written comments were received. On October 3, 2016, the Employment Security Council met to discuss the
2017 Unemployment Insurance Contribution Tax Rate Schedule and no public comment was provided.
Minutes from this meeting will be made available on the Division’s web page on or before November 2, 2016.

Manner and Method of Analysis

This analysis was conducted by the state employee with the most understanding of the subject of
unemployment insurance data. Analysis of expected benefit costs comes from a model of estimated
employment growth and estimated average wage growth on a quarter-by-quarter basis throughout the time
period to which the regulation would apply. Data about the number, size, and distribution of employers
comes from the records of the Division from the required reports filed by those employers.

Estimated Economic Impact

All Nevada employers subject to unemployment insurance (Ul) contributions and eligible for experience
rating will be affected by the proposed regulation, constituting approximately 44,800 employers, or 65.6% of
all employers registered with the Employment Security Division. This regulation represents maintaining the
average Ul contribution rate at 1.95% in 2017, as recommended by the Employment Security Council on
October 3, 2016.

Adverse Impacts

Maintaining the average employer contribution rate at 1.95% was recommended in light of the average Ul
Bond cost remaining very stable from 2016 to 2017. With the 1.95% average contribution rate, the total
costs paid by Nevada employers will rise from 2.62% on average to 2.63% of wages subject to contributions
on average. Due to an increase in the Ul Bond Contribution rate from 0.62% in 2016 to 0.63% in 2017, as
calculated according to another regulation, and an increase in the maximum wages subject to Ul
contributions from $28,200 in 2016 to $29,500 in 2017, the average cost per employee earning $29,500 in
2017 will rise from $738.84 to $775.85. This increase is not due to any change in the Ul contribution rate,
which remained stable at 1.95%.

Beneficial Impacts

This regulation will lead to a continued increase in reserves in the Ul Trust Fund, which is projected to grow
by $286 million from September 30, 2016 to September 20, 2017, bringing the state closer to the solvency
target specified in NRS 612.550.

Direct Impacts

The direct impact of this regulation on any particular Nevada business depends on that business’ prior
experience with respect to unemployment. Because the rates that employers pay are fixed in statute, the
average rate is adjusted each year in the regulatory process by adapting a range of reserve ratios which will
apply to those rates. Each employer’s reserve ratio changes each year as well, rising or falling, depending
on the net balance of Ul contributions and benefit charges from and to that account.

Indirect Impacts

This regulation complies with the federal compliance regulations governing unemployment insurance
contribution rates. Therefore, employers maintain eligibility for a full 5.4% credit toward their federal
unemployment insurance taxes. In addition, the additional solvency in the Ul system will help to pay for
unemployment benefits in the future. On average, evidence suggests that for each dollar in Ul benefits, $2
or more in economic activity results. In addition, employers benefit as funds are returned to the economy
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through Ul benefit payments, helping to mitigate the drop in consumption that takes place in a recession.
Finally, the Ul system helps to maintain the attachment of workers to the local workforce and facilitate a
faster return to work, both through job search and training services and through mandatory work search
requirements.

Consideration of Impact on Small Businesses

By using an experience-rated structure, employers’ tax rates depend primarily on their own experience with
unemployment, without regard for employer size or industry type. The distribution of small employers
through the Ul contribution schedule closely mirrors that of the state as a whole, varying by no more than
0.5%. For all new employers — those who have less than 3 full years of experience in the Nevada Ul system
— the contribution rate remains fixed by statute at 2.95%, and is unaffected by this regulation. In addition,
federal laws only allow the State to assign rates of less than 5.4% to employers in a state based on their
experience with respect to unemployment, so no preferential rates may be assigned to small businesses.

Estimated Cost of Enforcement

This regulation will be enforced as a regular part of ongoing Ul operations, and does not represent any
additional burden on staff time, as the regulation is used to modify contribution rates each year. Funding for
the administration of the Ul program is provided to the Department by the US Department of Labor.

Anticipated Revenue Increase and Use

This regulation maintains the 2016 average Ul contribution rate at 1.95%. By law, money collected from
state unemployment insurance contributions can only be used to pay unemployment insurance benefits, so
these funds will remain deposited in the Nevada Unemployment Insurance Trust Fund.

Duplication or More Stringent Standards than Federal, State, or Local Governments

This regulation is only an annual modification to the unemployment insurance contribution schedule.
Therefore, this regulation does not duplicate or provide a more stringent standard than any other regulation
of federal, state, or local governments.

The Reason for the Conclusions of the Agency Regarding the Impact of the Regulation on Small
Businesses v

Because the distribution of small business employers closely matches the overall distribution of all
employers in the state and because US unemployment insurance law does not allow states to assign rates
of less than 5.4% except on the basis of an employer's prior experience with respect to unemployment; the
agency believes that there is no disparate impact to small businesses due to this regulation

Certification of Concerted Effort to Determine Impact on Small Business and Accuracy of Statement

| certify that to the best of my knowledge or belief, a concerted effort was made by the Department of
Employment, Training, and Rehabilitation to determine the impact of this regulation on small business, and
that the information contained in this statement has been prepared properly and is accurate.

< n
\

Acebate e
Renee LN\Olson, Administrator \V
Employment Security Division
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PROPOSED REGULATION OF THE ADMINISTRATOR OF THE
EMPLOYMENT SECURITY DIVISION OF THE DEPARTMENT
OF EMPLOYMENT, TRAINING AND REHABILITATION
LCB File No. R152-16

October 13, 2016

EXPLANATION — Matter in italics is new; matter in brackets [omitted-material] is material to be omitted.

AUTHORITY: §1, NRS 612.220 and 612.550.

A REGULATION relating to unemployment compensation; prescribing the contribution rate
schedule for calendar year 2017; and providing other matters properly relating thereto.

Legislative Counsel’s Digest:

The Unemployment Compensation Law requires employers to make contributions to the
Unemployment Compensation Fund for the purpose of providing temporary benefits to persons
who become involuntarily unemployed. (Chapter 612 of NRS) The amount of each employer’s
contribution is a percentage of the employer’s average annual payroll. Existing law establishes a
standard contribution rate of 2.95 percent. (NRS 612.540) However, after an employer has
accumulated a specified number of consecutive calendar quarters of contribution and benefit
experience, depending on the quarter in which the employer became subject to the
Unemployment Compensation Law, the Administrator of the Employment Security Division of
the Department of Employment, Training and Rehabilitation assigns the employer to a class of
employers whose contribution rate is based on their previous experience with unemployment, as
determined by a reserve ratio formula. An employer’s reserve ratio is calculated by subtracting
the benefits charged to the employer’s account for all previous years from the contributions paid
by the employer during all previous years, and dividing the difference by the employer’s average
payroll for the previous 3 years. Each year the Administrator prescribes the contribution rate
schedule for each such class of employers. (NRS 612.550) This regulation prescribes the
contribution rate schedule for calendar year 2017.

Section 1. NAC 612.270 is hereby amended to read as follows:
612.270 The Administrator establishes the following schedule of contribution rates for

eligible employers for calendar year {2046} 2017:

1--
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1. Class 1: A rate of 0.25 percent is assigned to each employer whose reserve ratio is H2-2}
13.3 percent or more;

2. Class 2: A rate of 0.55 percent is assigned to each employer whose reserve ratio is at least
HO-6} 11.8 percent but less than H2-2} 13.3 percent;

3. Class 3: A rate of 0.85 percent is assigned to each employer whose reserve ratio is at least
19-6} 10.2 percent but less than H0-6} 11.8 percent;

4. Class 4: A rate of 1.15 percent is assigned to each employer whose reserve ratio is at least
=41 8.6 percent but less than {9-6} 10.2 percent;

5. Class 5: A rate of 1.45 percent is assigned to each employer whose reserve ratio is at least
158} 7.0 percent but less than {74} 8.6 percent;

6. Class 6: A rate of 1.75 percent is assigned to each employer whose reserve ratio is at least
1421} 5.4 percent but less than {58} 7.0 percent;

7. Class 7: A rate of 2.05 percent is assigned to each employer whose reserve ratio is at least
12-6} 3.8 percent but less than {42} 5.4 percent;

8. Class 8: A rate of 2.35 percent is assigned to each employer whose reserve ratio is at least
H-0} 2.2 percent but less than {2-6} 3.8 percent;

9. Class 9: A rate of 2.65 percent is assigned to each employer whose reserve ratio is at least
1-6-6} 0.6 percent but less than H-0} 2.2 percent;

10. Class 10: A rate of 2.95 percent is assigned to each employer whose reserve ratio is at
least {-2-2} -1.0 percent but less than {-0-6} 0.6 percent;

11. Class 11: A rate of 3.25 percent is assigned to each employer whose reserve ratio is at

least {-3-8} -2.6 percent but less than {2-2} -1.0 percent;

.
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12.  Class 12: A rate of 3.55 percent is assigned to each employer whose reserve ratio is at
least {541} -4.2 percent but less than {-3-8} -2.6 percent;

13. Class 13: A rate of 3.85 percent is assigned to each employer whose reserve ratio is at
least {76} -5.7 percent but less than {-5-4} -4.2 percent;

14. Class 14: A rate of 4.15 percent is assigned to each employer whose reserve ratio is at
least 1-8-6} -7.3 percent but less than {76} -5.7 percent;

15. Class 15: A rate of 4.45 percent is assigned to each employer whose reserve ratio is at
least {102} -8.9 percent but less than }-8-6} -7.3 percent;

16. Class 16: A rate of 4.75 percent is assigned to each employer whose reserve ratio is at
least {38} -10.5 percent but less than {162} -8.9 percent;

17. Class 17: A rate of 5.05 percent is assigned to each employer whose reserve ratio is at
least {13-4} -12.1 percent but less than {348} -10.5 percent; and

18. Class 18: A rate of 5.4 percent is assigned to each employer whose reserve ratio is less
than {43-4} -12.1 percent.

Sec. 2. This regulation becomes effective on January 1, 2017.

-3
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Review of Trust Fund Status and
Economic Analysis

Small Business Workshop
October 27, 2016

Research & Analysis Bureau

NEVADA
JobConnect
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2017 Bond Overview:
Bond Contribution Rates

Tier and Multiplier

2016
0.62%

2017
0.63%

2017 Reserve
Ratio Range

Tier 1: Baseline x 0.45
Tier 2: Baselinex 1.4
Tier 3: Derived

Tier 4: Baseline x 0.25

0.29%
0.87%
0.67%
0.16%

0.28%
0.87%
0.69%
0.16%

New
Less than 0
0 to 8.99
9.00 or Higher

Average Cost per Employee
at Taxable Wage Limit:

$174.84 $185.85

Wevada Dppattmert of E mpleyment
Traisitg and Rehatslitatien
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2017 Bond Overview:
Should be Final Year of Bond
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2017 Bond Overview:
Rate Stability Over Life of Bond

Total Employer Costs

3.0%

Bond Assessment Bond Assessment Bond Assessment Bond Assessment
0.63% 0.56% 0.62% 0.63%

SUTA SUTA SUTA SUTA
1.95% 2.00% 1.95% 1.95%

2014 Total- 2.63% 2015 Total- 2.61% 2016 Total- 2.62% 2017 Total- 2.63%

DET JobConnect

Hevaga Depaitimert of Emp 3

lrme
Traisitg and Rehatslitatien
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Nevada’s Trust Fund:
Contribution Rates vs. Benefit Costs

Recession

Taxes vs. Benefit Cost Rates
Benefit Cost Rate
Using Taxable Wages Avg. Tax Rate

5.0%

4.5% -

4.0% o

3.5% -

3.0% -

2.5% -

2.0% o

1.5%

1.0% -+

0.5% +

0.0%

Q11981 4
Q11982 4
Q11983 +
Q11984 +
Q11985 +
Q11986
Q11987 +
Q11988
Q11989 +
Q11990 +
Q11991 +
Q11992 +
Q11993 +
Q11994 +
Q11995 +
Q11996 +
Q11997 +
Q11998 +
Q11999 +
Q12000 +
Q12001 +
Q12002 +
Q12003 +
Q12004 +
Q12005 +
Q12006 +
Q12007 ¥
Q12008 +
Q12009 +
Q12010
Q12011 +
Q12012 +
Q12013 +
Q12014 +
Q12015 4
Q12016
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v
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Nevada’s Trust Fund:
Expected 2017 Cash Flows

Nevada Solvency Calculation 2017
Covered Employment 1,115,458
Highest Risk Ratio - 11/2009 18.98%
Highest Weeks Duration - 05/2010 19.12
Average Weekly Payment $336.18
Solvency Target (Millions) $1,360.8
Ul Trust Fund Level

10/1/2016 Fund Balance (Millions) $667.5

Intake to Fund 618.2
Taxes 600.5
Interest 17.7

Payout From Fund 331.3

Regular Benefits 331.3
Net Change in Fund 286.8
9/30/2017 Fund Balance (Millions) $954.3
State Solvency Gap (Millions) (406.5)
State Solvency Multiple 0.70
AHCM Solvency Gap (Millions) (130.5)
Average High Cost Multiple 0.86
Average Tax Rate 1.95%

Average Bond Assessment 0.63%
CEP Assessment 0.05%

Total Cost to Employers 2.63%
Average Cost Per Employee at
Taxable Wage Base

$775.85

'ODETR  jovconigt

s Dapariment of Em
Training ased Rehabslilatis
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Nevada’s Trust Fund:
Use of 2017 Ul Contributions

Distribution of Ul Contributions

Pay Ul Bonds

2017 Ul Benefits

CEP Program | I i

Rebuild Trust
Fund

NEVADA
JobConnect
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Looking Ahead.:
Rebuilding Trust Fund Reserves

2016 Trust Fund Solvency Levels
100%

$1,288,085,000 $1,053,638,086

Federal

NEVADA
JobConnect
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Looking Ahead.:
Long Economic Recovery Ongoing

Months Since End of Recession

B Number of Months «esees Current Level

NEVADA
JobConnect
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Looking Ahead.:
AHCM Solvency Measure

Federal AHCM Trust Fund Adequacy Level TF+/10

Estimated Periods: Q3 2015 to Q4 2018 at 1.95% Ul Tax Rate TF Balance
AHCM Adequacy

$2,000

$1,500

$1,000

$500

In Millions

S0

DET JobConnect

Wevada Dppatimert of £ mpleyment
Traisitg and Rehatslitatien

The Nevada Department of Employment, Training and Rehabilitation is a proactive workforce & rehabilitation agency



Presenter

Presentation Notes

DAVE





Looking Ahead.:
Effect of 2017 Rate on Solvency

Tax Rate | 2016 AHCM 2017 AHCM 2018 AHCM 2019 AHCM 2020 AHCM

1.95% 0.63 0.86 1.11 1.37 1.37

0 Average time from end of one recession to start of the

next during the last 50 years: 5.4 years (December
2014)

Longest time from end of one recession to start of the
next during the last 50 years: 10 years (June 2019)

NEVADA
JobConnect
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Small Business Impact Statement

Edgar Roberts — Chief of Contributions

Small Business Workshop
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Small Business Workshop

The purpose of this Workshop iIs to discuss
the recommended Unemployment Insurance
Tax Rate for calendar year 2017 on small
businesses as proposed by the Employment
Security Council on October 3, 2016.

A small business is defined by NRS 233B as
having 149 employees or less.

Employer data concerning the number, size,
and distribution of employers for this
Workshop comes from the records of the

Division through reports filed by employers.

r@DE_TR JobCOTg
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Estimated Impact

All Nevada employers subject to
Unemployment Insurance (Ul) contributions
and eligible for experience rating will be
affected by this proposed regulation.

This regulation represents maintaining the
average Ul contributions rate at 1.95% In
2017, as recommended by the Employment

Security Council on October 3, 2016.

d Small business constitute approximately
Easay, 43,061 employers or 96% of the 44,831
- ¥Aeligible experience rated employers.
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Adverse Impacts

d With a 1.95% average contribution rate, the total
cost per employee will rise from 2.62% to 2.63%
of wages subject to contributions. This increase
Is attributed to an increase in the Ul Bond
contribution from 0.62% in 2016 to 0.63% In
2017.

Additionally, an increase in the maximum wages

subject to Ul contribution from $28,200 in 2016

to $29,500 in 2017, affects the average cost per

employee earning $29,500 in 2017 to rise from

$738.84 to $775.85. This increase is not due to
¥\, any change in the Ul contribution rate, which
¥ remains stable at 1.95%.
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ESTIMATED REVENUE AND EMPLOYER DISTRIBUTION

CALENDAR YEAR 2017

S)

RESERVE RATIO

From

To

TAX
RATE

EMPLOYERS

SMALL EMPLOYERS

TAXABLE WAGES

# %

TAXABLE WAGES

REVENUE

# %

(SMIL)

%

($MIL)

($MILL)

%

REVENUE

($MILL)

<

-12.1

5.40%

2,987 6.66%

2,887 6.70%

$512.70

5.69%

$27.69

$1,169.24

4.12%

$63.14

-12.1

-10.51

5.05%

225 0.50%

218 0.51%

$37.99

0.42%

$1.92

$68.35

0.24%

$3.45

-10.51

-8.92

4.75%

242 0.54%

233 0.54%

$51.08

0.57%

$2.43

$114.60

0.40%

$5.44

-8.92

-7.33

4.45%

293 0.65%

285 0.66%

$54.59

0.61%

$2.43

$86.82

0.31%

$3.86

-7.33

-5.74

4.15%

395 0.88%

379 0.88%

$66.28

0.74%

$2.75

$181.75

0.64%

§7.54

-5.74

-4.15

3.85%

458 1.02%

450 1.05%

$102.60

1.14%

$3.95

$179.12

0.63%

$6.90

-4.15

-2.56

3.55%

579 1.29%

555 1.29%

$147.73

1.64%

$5.24

$368.90

1.30%

$13.10

-2.56

-0.97

3.25%

714 1.59%

682 1.58%

$186.49

2.07%

$6.06

$398.32

1.40%

$12.95

-0.97

0.62

2.95%

1,198 2.67%

1,150 2.67%

$284.54

3.16%

$8.39

$679.36

2.39%

$20.04

0.62

2.21

2.65%

1,318 2.94%

1,260 2.93%

$393.62

4.37%

$10.43

$989.19

3.48%

$26.21

2.21

3.8

2.35%

2,011 4.49%

1,899 4.41%

$660.65

7.34%

$15.53

$1,427.34

5.03%

$33.54

3.8

5.39

2.05%

2,715 6.06%

2,489 5.78%

$1,018.47

11.31%

$20.88

$3,648.46 12.85%

$74.79

5.39

6.98

1.75%

3,904 8.71%

3,539 8.22%

$1,344.98

14.94%

$23.54

$5,210.08 18.35%

$91.18

6.98

8.57

1.45%

4,796 10.70%

4,383 10.18%

$1,439.95

15.99%

$20.88

$7,045.22 24.81%

$102.16

8.57

10.16

1.15%

5,913 13.19%

5,660 13.14%

$1,333.44

14.81%

$15.33

$4,368.43 15.38%

$50.24

10.16

11.75

0.85%

6,039 13.47%

5,967 13.86%

$762.00

8.46%

$6.48

$1,629.33

5.74%

$13.85

11.75

13.34

0.55%

5,254 11.72%

5,247 12.19%

$356.05

3.95%

$1.96

$490.58

1.73%

$2.70
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13.34

>

0.25%

5,790 12.92%

5,778 13.42%

$252.32

2.80%

$0.63

$344.91

1.21%

$0.86

Total Eligible Employers 44,831

100.0%

New Employers 2.95% 23,558

43,061 100%

$9,005.48

100%

$176.52

$28,400.00
$2,200.00

100%

$531.95
$64.90

TOTAL

Average Ul Rate: 1.95%

68,389

C.E.P.: 0.05%

Bond Rate: 0.63%

D
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$30,600.00
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TOTAL TAX RATE: 2.63%

$596.85
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Beneficial Impacts

This regulation will lead to a continued
Increase Iin reserves in the Unemployment
Trust Fund, which is projected to grow by
$286 million from September 2016 to
September 2017, bringing the state closer
to the solvency target specified in NRS
612.550.

This regulation will continue to allow many
experience-rated employers to pay
contributions at a rate lower than the new
employer rate of 2.95%.
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Direct Impact

The principal cause of any change in an _
employer's SUTA tax rate is due to changes in
their own reserve ratio and experience with

unemployment.

The rates that employers pay are fixed In
statute, the average rate Is adjusted each
year in the regulatory process by adapting a
range of reserve ratios that apply to the rates.

Each employer’s reserve ratio changes each
year and can rise or fall, depending on the net
palance of Ul contributions and benefit

Scharges from and to their account.
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Indirect Impact

This regulation complies with the federal
compliance regulations governing unemployment
Insurance contributions rates. Therefore,
employers maintain eligibility for a full 5.4%
credit toward their federal unemployment
Insurance taxes.

Additionally, this regulation adds to Nevada’s
solvency in the Ul system, which helps to pay for
unemployment benefits in the future.

On average, for each dollar in Ul benefits, $2
dollars or more in economic activity results. Thus
employers benefit as funds are returned to the
¥ economy through Ul Benefit payments, helping
¥ to mitigate drops in consumption.
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Indirect Impact

d Implementing a 1.95% average rate will
continue the stability of the overall tax for
employers.

The Ul system helps to maintain the
attachment of workers to the local
workforce and facilitates a faster return to
work, both through job search and training
services and through mandatory work
search requirements.
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_ 10
Rate - Impact on Small Businesses

d The tax methodology used for Nevada’s
Unemployment Compensation Program is
based on an experience rating system

approved by the U.S. Department of
Labor.

This rating system is desighed to ensure
that employers are fairly rated based on
their unigue experience with
unemployment, regardless of size or
Industry type.
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Estimated Cost for Enforcement

d There Is no additional cost for the
enforcement of this regulation. Funding
for the administration of the Ul program
IS provided to the department by the US
Department of Labor.

NAC 612.270 Is adopted each year to set
employer contribution rates and is
required by NRS 612.550.

This regulation complies with the federal
compliance regulations governing
unemployment insurance contribution
rates.
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Anticipated Revenue & Regulation

d Maintaining the average Ul tax rate
of 1.95% Is expected to produce
$596.85 million for the trust fund in
calendar year 2017. Small
businesses will account for $176.52
million of the total revenues.

This regulation does not duplicate or
provide a more stringent standard
than any other regulation of federal,
state, or local governments.
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Conclusion of Impact of Regulation

d Due to the distribution of small business
employers closely matching the overall
distribution of all experience rated
employers in the state and the fact that the
US Unemployment Insurance law does not
allow states to assign rates of less than
5.4%, except on the basis of an employer’s
prior experience with respect to
unemployment; the agency believes that
there i1s no contrasting impact to small
businesses due to this regulation.
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Small Business Workshop

d This concludes my presentation

d Any Questions

d Thank you
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