
Examining the Fundamentals of 
Unemployment Insurance

Jamie Abbott 
Operations Manager
State Information Data Exchange System
National Association of State Workforce Agencies (NASWA)

David Harrod 
Alliance Relationship Manager
ADP



Unemployment 
Insurance

• Provides temporary 
financial assistance

• Economic Stabilizer

• Employers may retain 
their trained workforce



Unemployment 
Insurance 
The Great Depression



The Social Security Act of 1935 
spelled out the provisions for UI:

 Title III established standards 
for administration

 Title IX provided for 
employer tax and laws to 
establish unemployment 
insurance



Federal Unemployment Tax 
Act (FUTA)   

Substantial parts of Title IX Social 
Security Act (taxing provisions) 
were repealed and reenacted 
(1939) as FUTA

Moved the taxing provision in 
Title IX Social Security Act to the 
Internal Revenue Code, Chapter 
23



UI In 
Perspective

• An Insurance Program that:

• Provides workers with monetary 
payments

• Provides consumer spending during 
an economic downturn;

• A unique federal-state partnership;

• Combination of federal and state 
taxes levied on employers to fund 
state-administered programs; 
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UI For Workers

• Any individual who qualifies under the terms of the state unemployment 
compensation law is entitled to collect benefits;

• Must have earned a certain amount of wages

• No proof of financial need

• During economic downturns, the federal government provided emergency UI 
assistance  

• State benefits paid from employer contributions deposited in a state account in 
the Federal Unemployment Trust Fund
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• First Payment Promptness: 87% 1st payments 
made within 14 to 21 days after the week ending 
date of first compensable week

• Nonmonetary Determination Time Lapse: 80% 
of Nonmonetary Determinations made within 21 
days of detection

• Nonmonetary Determination Quality-
Nonseparations: 75% of Nonseparation 
Determinations Quality Scores equal to or 
greater than 95, (based on the quarterly review)

• Nonmonetary Determination Quality-
Separations: 75% of Separation Determinations 
Quality Scores equal to or greater than 95 (based 
on the quarterly review)

8

Benefits
Performance 

Measures

Quality

Accuracy

Timeliness



Performance Measures:  Program 
Integrity 

Detection of 
Overpayments

Improper 
Payments 
Measure

UI Overpayment 
Recovery 
Measure



Performance Measures:  Appeals
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AVERAGE AGE OF PENDING 
LOWER AUTHORITY APPEALS

AVERAGE AGE OF PENDING 
HIGHER AUTHORITY APPEALS

LOWER AUTHORITY APPEALS 
QUALITY



Federal Unemployment 
Tax Act (FUTA)

6.0% 
FUTA Tax

On $7,000 
wages

Acceptable UI 
Program

5.4% Credit
Covered 

Employers
.6%

On 
$7,000

($42)
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History of FUTA
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Unemployment Tax 
State Federal

Tax Rated
Employer

State (SUI)
Contribution

State
Unemployment 

Trust Fund

Benefit Payments
Regular & 50% of 
Extended Benefits

U.S. Treasury 
Clearing Account

Reimbursing 
Employer

FUTA
Not required

SUI 
Not required

Reimburse SWA 

SWA administers 
claims & payments

53 accounts 
admin istered by 
U.S. Treasury

 Interest earned  is 
credited to the 
state trust funds

Tax Rated
Employer

Federal Tax 
(FUTA)

ESAA
Employment Security 

Administration Account 

EUCA
Extended Unemployment 

Compensation Account
Transfer 0.12% monthly

Timely Payment
= Credit of 5.4%

Credit 
Reduction

FUA
Federal Unemployment 

Account – repayable 
advances a.k.a. Loans

Calculate Rate

Grants Funding
0.456%

Federal Administration
0.024%

DOL
BLS   ETA   UI   VETS

Treasury
IRS   UTF

 SWA Administration

Reed Act Distribution
Excess to State Trusts

Standard  Rate is 6.0% x 
$7,000 = $420 max. liab ility 

per employee per year. 
Credit of 5.4% lowers  

maximum liability to  $42 .

When EUCA and FUA 
reach statutory ceiling 

any amount in ESAA 
above ceiling should  

be distributed to SWAs



Unemployment Tax 
Federal

Agencies

FECA
Federal Employees 

Compensation 
Account

UCFE 
Federal Employees

UCX 
Former Service 

Members

Reimburse SWA 

SWA administers 
claims & payments



Federal Unemployment (FUTA) Tax

If the employer pays state UI taxes timely and in full, a 5.4% credit is granted

FUTA tax rate FUTA taxable wage base FUTA tax

6.0% $7,000 $420 Per Employee

FUTA tax rate FUTA tax credit FUTA tax rate              
(less credit) FUTA tax

6.0% 5.4% 0.6% $42 Per Employee

If the Federal Title XII loan remains outstanding for two years (as of January 1st), employers 
in the affected state lose 0.3% of the 5.4% credit (or $21 per employee)

0.3% FUTA credit loss continues for every year the Federal Title XII loan remains unpaid 
(Example: Year 1 = 0.3%; Year 2 = 0.6%, etc.) 



State Benefit Financing

• Federal taxable wage base is $7,000 
(minimum)

• State taxable wage base (TWB)varies from 
State to State ($7,000-$56,500)

• Two most common methods
• Taxable wage base set by Legislature
• Taxable wage base indexed- such as % 

of state average weekly wage

• Employee Contributions
• AK, NJ, PA
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Experience Rating

• Employers state UI tax rates 
are influenced by their 
“experience with 
unemployment.”

• Experience rating works like 
other types of insurance, that 
charge customers variable 
rates based on certain risk 
factors.  (provides an 
incentive to challenge 
claims).
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How can you protect your UI 
tax rate?

RESPOND TIMELY TO 
ALL NOTICES

INCLUDE ALL 
PERTINENT

INFORMATION

APPEAL 
DETERMINATIONS IF 

APPLICABLE

REPORT NEW HIRES



A claim has been filed. Now ?



Life of an 
Unemployment 

Claim



Unemployment 
Insurance 

Requirements

Monetarily Eligible

Unemployed through no fault

Able and available to seek and accept 
work
Actively seeking work 

Report all earnings

Participate in re-employment services as 
directed



Monetary 
Eligibility 
Base 
Period 



Options for Notice of Claim Filing



Determining 
Eligibility

Claimant and 
Employer provide 

the separation and 
payment after 

separation facts

State is responsible 
for making the  

determination of 
eligibility based on 

the facts 



Why do states ask what they 
ask?

Benefits Accuracy 
Measurement - ETA-301

• Federal Requirements 
o Claimant Information 
o Employer Information 
o Facts from Others
o Law and Policy 
o Written Determination



Reasonable Attempt
• Types of attempts

• Deadline for response



Discharge
Basic 
Factors

Why was the employee 
discharged?

What were the 
conditions/details of the job?

What did the employer do to 
maintain/keep the employee?

What did the employee do to 
protect the job?



Misconduct
As defined by state law: 

Misconduct may be defined as willful 
or controllable breach of an 
employee’s duties, responsibilities, or 
behavior that the employer has the 
right to expect. ETA-301



Discharge 
Common 
Questions

• Final Incident

• Violation of Company Policy

• Warnings



Quit
Basic Factors

• Working conditions/job duties?
• Personal?

Why did the claimant 
quit?

• Claimant
• Employer

Attempt to resolve?



Good 
Cause

In general, good cause 
means the reason for 
leaving was job-related and 
was so compelling that the 
worker had no other choice.



Remuneration/Deductible 
Income

• Type

• Gross

• Time period covered

• Pension, claimant’s percentage

• Will it change



State UI 
Laws

https://oui.doleta.gov/unemploy/statelaws.asp

https://oui.doleta.gov/unemploy/statelaws.asp


Additional 
Fact-Finding



Additional 
Fact-Finding

Request for 
Additional 
Information

State-specific 
questions

Timely 
Information



Monetary and 
Potential Charges



Base Period Notice

All base period employers Wages used Request for Separation
Information (If Applicable)



Determinations 
and Decisions



Determinations 
and Decisions
• Written notice to all parties 

• Summary of material facts

• The reasons for allowing or denying

• The conclusion or legal result (allowed or  
denied)

• Right of appeal
• Appeal, protest, or request for 

redetermination (based on state law)



Appeals
Appeal Filed

Hearing Set

Appeal Decision

Appeal Decision to Higher Authority 



Earnings Verification



SIDES Earnings 
Verification
Benefit Payment Control/Bam Audits

Crossmatch 
New Hire Registry
Employer Wage Reports

Tips and Leads



State Investigators

Field Audit Benefit Payment 
Control BAM

Adjudicators
Fact-finders



Benefit Charges



• Send monthly, quarterly 
or annual charging 
notices

• Send information 
securely

• Postage/handling 
savings

Benefit 
Charges



Connecting the Exchanges



Questions?
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