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CALL TO ORDER AND WELCOME
Ms. Cindy Jones, Administrator of the Employment Security Division (ESD) called the meeting to order, introduced herself and welcomed all those present at this hearing.
She began the hearing by saying that the purpose of this public hearing is to receive comments on the proposed regulation to establish the unemployment insurance tax rate schedule for calendar year 2011.  NRS 612.550 requires the Administrator of the Employment Security Division to establish the schedule each year by regulation.
A regulation workshop to solicit comments from interested parties as well as the public was conducted on October 5, 2010, as required by NRS 233B.061.  Additionally a small business workshop was held on October 25, 2010 to address the impact of the proposed regulation on small businesses, as required by NRS 233B.0608.

At this point Ms. Jones asked Ms. Joyce Golden, Administrative Assistant for the agency, if proper notice of today’s public hearing was given, as required by NRS 233B.060.  Ms. Golden answered that proper notice was given.
The proposed tax rate schedule provides for an increase of the average unemployment insurance tax rate from 1.33% to 2.0% for calendar year 2011.  It is the role of the Employment Security Council to recommend a change in rates, when it becomes necessary to protect the solvency of Nevada’s Unemployment Insurance Trust Fund.

Two public meetings of the Employment Security Council were held.  The first meeting was on August 3, 2010, to discuss the status of Nevada’s Trust Fund and the impact of federal borrowing to supplement the state Trust Fund.  The second Employment Security Council meeting was on October 5, 2010 and held in conjunction with the regulation workshop, for the purpose of making a recommendation regarding the unemployment contribution tax rate schedule to be adopted for calendar year 2011.
The Unemployment Insurance program is a vitally important economic stimulus program, protecting workers from the hardship of unemployment at the individual and family level and preserving he purchasing power of our workforce with the goal of stabilization for the economy.
Since the start of the recession in December 2007, regular Unemployment Insurance payments have injected over $2.3 billion into the economy, helping to maintain customer’s purchasing power and easing the decline resulting from the recession.  Including federally-paid extensions, almost $4.1 billion has been paid out.  Using a 2.15 multiplier for total economic activity, all unemployment benefits have been responsible for almost $9 billion worth of economic activity in the state.

As a result of these record payouts, Nevada’s Trust Fund reserves have been depleted.  In October 2009, Nevada began borrowing from the federal unemployment account, in order to pay regular state benefits to Nevada’s unemployed workers.
In the 2 years ending September 30, 2010, Nevada brought in $570 million in unemployment contributions, while paying out 1.8 billion in regular unemployment benefits.  In the year ending September 30, 2010, Nevada received $264 million in UI contributions, and paid out $854 million in regular unemployment benefits.  Such levels of deficit spending are unsustainable.
Ms. Jones reminded the audience of an important provision of the Unemployment Insurance program.  If a State does not pay back loans after the 2nd year, the federal government increases the federal unemployment insurance tax in order to recover owed funds.  The  basis of the federal tax is different than the state one.  By taking steps to increase Nevada collections of taxes with the intent of capping the potential federal tax increases, a more equitable distribution of program costs are achieved.  Nevada unemployment tax is indexed and paid on a portion of average wages, while the federal tax is paid on only the first 7,000 of wages.  Should the state allow the payback of loans to be achieved primarily by federal tax increases, a higher burden is placed on businesses with lower wage earners.  By taking steps at the state level toward Trust Fund solvency, Nevada has more control on how and when repayments are made.

By bringing UI contributions more in line with UI benefit payments, Nevada will also significantly reduce the interest expense that employers would otherwise need to pay in the long run. 

At the public meeting and regulation workshop held on October 5, 2010, the Employment Security Council recommended that the average tax rate for calendar year 2011 be increased to 2.0% from the 2010 average rate of 1.33%.  The average tax rate established by this regulation affects those employers eligible for an experience rating.  Out of approximately 56,600 total registered businesses, approximately 35,000, or 62%, of businesses are eligible for experience rating.  With the average 2.0% tax rate, 7.1% of experience rated employers will be at the highest tax rate (5.4%) and 33.0% of employers will experience the lowest rate (0.25%).  The rest fall somewhere in between.
The proposed increase in the average tax rate from 1.33% to 2.0% is expected to increase unemployment insurance contributions by over $136 million in calendar year 2011, reducing the current deficit spending and reducing the amount of interest accrued on outstanding loans.  

On September 30, 2010, the final balance of loans covering the Unemployment Insurance Trust Fund was $526 million.  Under the proposed schedule, the Trust Fund loan balance is estimated to be $820.5 million on September 30, 2011.  At that level, the fund would be approximately $1 billion, 915 million under the minimum state solvency requirement as provided in NRS 612.550.

Ms. Jones asked Ms. Golden if we have received any written comments on the proposed regulation.  To this Ms. Golden replied that one was received, but not in a timely manner to be accepted.  Ms. Jones said she received one email signed by a business coalition of about 100 individuals advocating not to increase the tax rate at this time, due to the potential impact on businesses in Nevada.  This decision has not been taken lightly and Ms. Jones said she understands this will have an impact on Nevada businesses.  However, we must take steps towards resolving Trust Fund solvency.
At this point Ms. Jones opened the hearing for public comment.  She asked if there were any comments from the public in the South on the proposed regulation.

Ms. Veronica Meter, representing the Chamber of Commerce in Las Vegas took the floor.  She said that the small businesses have been affected severely, some more than others.  She appreciates the fact that the Employment Security Division and Council have been conservative about the increase and kept it as low as we could.  She advocated a deferment to give our businesses some breathing room so that they could recover, create more jobs and hire more people.  Ms. Meter thanked the Administrator for listening to their concerns.

Ms. Jones thanked Ms. Meter for her support and participation on behalf of her membership in this important process.

Ms. Jones asked if there were any comments from the public in the north.  There were none.
Ms. Jones continued, saying that after careful consideration of input received from interested parties and on the advice of the Employment Security Council, she had chosen to accept to Council’s recommendation to increase the unemployment insurance average tax rate and that hereby she adopts the proposed regulation to establish the average unemployment tax rate of 2.0% of taxable wages for Nevada employers for calendar year 2011.
Ms. Jones adjourned the public hearing at 10:15 a.m., hearing no other comments from the public or from members who wished to testify. 
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