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S-1693.1

SENATE BI LL 5999

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Sessi on
By Senators Clenents, Hol nguist, Hewitt, Honeyford and Parlette

Read first tinme 02/12/2007. Referred to Conmttee on Labor
Commer ce, Research & Devel opnent.

AN ACT Relating to adjusting unenploynent insurance contribution
rates in order to maintain a stabl e unenpl oynent conpensation fund; and
anendi ng RCW 50. 29. 025.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCWH50.29.025 and 2006 ¢ 13 s 4 are each anended to read
as follows:

(1) Except as provided in subsections (2) and (4) of this section,
the contribution rate for each enpl oyer subject to contributions under
RCW 50. 24. 010 shall be determ ned under this subsection.

(a) A fund balance ratio shall be determined by dividing the
bal ance in the unenpl oynent conpensation fund as of the Septenber 30th
i mredi ately preceding the rate year by the total renuneration paid by
all enployers subject to contributions during the second cal endar year
preceding the rate year and reported to the departnent by the foll ow ng
March 31st. The division shall be carried to the fourth deci mal pl ace
with the remaining fraction, if any, disregarded. The fund bal ance
rati o shall be expressed as a percentage.

(b) The interval of the fund balance ratio, expressed as a
percentage, shall determne which tax schedule in (e) of this
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subsection shall be in effect for assigning tax rates for the rate
year. The intervals for determning the effective tax schedul e shal
be:

Interval of the

Fund Balance Ratio Effective
Expressed as a Percentage Tax Schedule
2.90 and above AA
2.10t02.89 A
1.70to 2.09 B
1.40to 1.69 C
1.00to 1.39 D
0.70t0 0.99 E
Lessthan 0.70 F

(c) An array shall be prepared, listing all qualified enployers in
ascendi ng order of their benefit ratios. The array shall show for each
gual i fied enployer: (i) ldentification nunber; (ii) benefit ratio;
(i) taxable payrolls for the four calendar quarters inmediately
precedi ng the conputation date and reported to the departnment by the
cut-of f date; (iv) a cunulative total of taxable payrolls consisting of
the enpl oyer's taxabl e payroll plus the taxable payrolls of all other
enpl oyers preceding him or her in the array; and (v) the percentage
equi val ent of the cumul ative total of taxable payrolls.

(d) Each enployer in the array shall be assigned to one of twenty
rate classes according to the percentage intervals of cunulative
t axabl e payrolls set forth in (e) of this subsection: PROVIDED, That
if an enployer's taxable payroll falls within two or nore rate cl asses,
t he enpl oyer and any other enployer with the sanme benefit ratio shal
be assigned to the |owest rate class which includes any portion of the
enpl oyer' s taxabl e payroll.

(e) Except as provided in RCW50.29.026, the contribution rate for
each enployer in the array shall be the rate specified in the foll ow ng
tables for the rate class to which he or she has been assigned, as
determ ned under (d) of this subsection, within the tax schedul e which
is to be in effect during the rate year
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Percent of
Cumulative Schedules of Contributions Rates
Taxable Payrolls for Effective Tax Schedule
Rate

From To Class AA A B C D E F
0.00 5.00 1 047 047 057 097 147 187 247
5.01 10.00 2 047 047 077 117 167 207 267
10.01 15.00 3 057 057 097 137 177 227 287
1501 2000 4 057 0.73 111 151 190 240 298
20.01 25.00 5 072 092 130 170 209 259 3.08
2501 3000 6 091 111 149 189 229 269 318
3001 3500 7 100 129 169 208 248 2838 327
35.01 40.00 8 119 148 188 227 267 3.07 347
40.01 45.00 9 137 167 207 247 287 327 3.66
4501 50.00 10 156 186 226 266 3.06 346 3.86
50.01 55.00 11 184 214 245 285 325 366 395
55,01 60.00 12 203 233 264 304 344 385 415
60.01 65.00 13 222 252 283 323 364 404 434
65.01 70.00 14 240 271 3.02 343 383 424 454
7001 7500 15 268 290 321 3.62 402 443 463
7501 8000 16 287 309 342 381 422 453 473
80.01 85.00 17 327 347 377 417 457 487 497
85.01 90.00 18 367 387 417 457 487 497 517
90.01 9500 19 4.07 427 457 497 507 517 537

95.01 100.00 20 540 540 540 540 540 540 5.40

(f) The contribution rate for each enployer not qualified to be in
the array shall be as foll ows:

(1) Enployers who do not neet the definition of "qualified
enpl oyer” by reason of failure to pay contributi ons when due shall be
assigned a contribution rate two-tenths higher than that in rate class
20 for the applicable rate year, except enployers who have an approved
agency-deferred paynent contract by Septenber 30 of the previous rate
year. If any enployer with an approved agency-deferred paynent
contract fails to nake any one of the succeedi ng deferred paynents or
fails to submt any succeeding tax report and paynent in a tinely
manner, the enployer's tax rate shall imediately revert to a
contribution rate two-tenths higher than that in rate class 20 for the
applicable rate year; and
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(1i) For all other enployers not qualified to be in the array, the
contribution rate shall be a rate equal to the average industry rate as
determ ned by the comm ssioner; however, the rate may not be |ess than
one percent.

(2) Beginning with contributions assessed for rate year 2005, the
contribution rate for each enpl oyer subject to contributions under RCW
50. 24. 010 shall be the sumof the array calculation factor rate and the
graduat ed social cost factor rate determ ned under this subsection, and
t he sol vency surcharge determ ned under RCW50. 29. 041, if any.

(a) The array calculation factor rate shall be determ ned as
fol | ows:

(i) An array shall be prepared, listing all qualified enployers in
ascendi ng order of their benefit ratios. The array shall show for each
qualified enployer: (A) ldentification nunber; (B) benefit ratio; and
(C) taxable payrolls for the four consecutive calendar quarters
imedi ately preceding the conputation date and reported to the
enpl oynent security departnent by the cut-off date.

(i1) Each enployer in the array shall be assigned to one of forty
rate classes according to his or her benefit ratio as follows, and,
except as provided in RCW50. 29. 026 and subsection (4) of this section,
the array calculation factor rate for each enployer in the array shal
be the rate specified in the rate class to which the enpl oyer has been
assi gned:

Benefit Ratio Rate Rate

At least Lessthan Class (percent)
0.000001 1 0.00
0.000001 0.001250 2 0.13
0.001250 0.002500 3 0.25
0.002500 0.003750 4 0.38
0.003750 0.005000 5 0.50
0.005000 0.006250 6 0.63
0.006250 0.007500 7 0.75
0.007500 0.008750 8 0.88
0.008750 0.010000 9 1.00
0.010000 0.011250 10 115
0.011250 0.012500 11 1.30
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0.012500 0.013750 12 1.45

0.013750 0.015000 13 1.60
0.015000 0.016250 14 175
0.016250 0.017500 15 1.90
0.017500 0.018750 16 2.05
0.018750 0.020000 17 2.20
0.020000 0.021250 18 2.35
0.021250 0.022500 19 2.50
0.022500 0.023750 20 2.65
0.023750 0.025000 21 2.80
0.025000 0.026250 22 2.95
0.026250 0.027500 23 3.10
0.027500 0.028750 24 3.25
0.028750 0.030000 25 3.40
0.030000 0.031250 26 3.55
0.031250 0.032500 27 3.70
0.032500 0.033750 28 3.85
0.033750 0.035000 29 4.00
0.035000 0.036250 30 4.15
0.036250 0.037500 31 4.30
0.037500 0.040000 32 4.45
0.040000 0.042500 33 4.60
0.042500 0.045000 34 4.75
0.045000 0.047500 35 4.90
0.047500 0.050000 36 5.05
0.050000 0.052500 37 5.20
0.052500 0.055000 38 5.30
0.055000 0.057500 39 5.35
0.057500 40 5.40

(b) The graduated social cost factor rate shall be determ ned as
fol | ows:

(I)((Ar)) Except as provided in ((BHiHB)r—and—(6—of—this))
subsection (4) of this section, the conm ssioner shall calculate the
flat social cost factor for a rate year by dividing the total social
cost by the total taxable payroll. The division shall be carried to
t he second decinmal place with the remaining fraction di sregarded unl ess
it anounts to five hundredths or nore, in which case the second deci nal
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pl ace shall be rounded to the next higher digit. The flat social cost
factor shall be expressed as a percentage.

shatH—betve-tenths—of—onepercent—except—that—ltor—enployers—+inrate
(1i1)(A) Except as provided in (b)(ii)(B) of this subsection and
subsection (4) of this section, the graduated social cost factor rate

for each enployer in the array is the flat social cost factor
mul tiplied by the percentage specified as follows for the rate class to
whi ch the enployer has been assigned in (a)(ii) of this subsection,
except that the sum of an enployer's array calculation factor rate and
the graduated social cost factor rate may not exceed six and five-
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tenths percent or, for enployers whose North Anerican industry
classification system code is wthin "2111," "112," "1141," "115,"
"3114," "3117," "42448," or "49312," may not exceed six percent through
rate year 2007 and may not exceed five and seven-tenths percent for
rate year 2008 and thereafter:

() Rate class 1 - 78 percent;

(I'l) Rate class 2 - 82 percent;

(I'l'l) Rate class 3 - 86 percent;

(I'V) Rate class 4 - 90 percent;

(V) Rate class 5 - 94 percent;

(VI) Rate class 6 - 98 percent;

(VIl1) Rate class 7 - 102 percent;

(VMIl1l) Rate class 8 - 106 percent;

(I'X) Rate class 9 - 110 percent;

(X) Rate class 10 - 114 percent;

(XI') Rate class 11 - 118 percent; and

(XI'l') Rate classes 12 through 40 - 120 percent.

(B) For contributions assessed beginning July 1, 2005, through
Decenmber 31, 2007, for enployers whose North American industry
classification system code is "111," "112," "1141," "115," "3114,"
"3117," "42448," or "49312," the graduated social cost factor rate is
zero.

(1i1) For the purposes of this section:

(A) "Total social cost" nmeans the anmount cal cul ated by subtracting
the array calculation factor contributions paid by all enployers with
respect to the four consecutive cal endar quarters i medi ately preceding
the conputation date and paid to the enpl oynent security departnent by
the cut-off date fromthe total unenploynent benefits paid to claimnts
in the sanme four consecutive cal endar quarters. To calculate the flat
social cost factor for rate year 2005, the comm ssioner shall calculate
the total social cost using the array calculation factor contributions
that would have been required to be paid by all enployers in the
calculation period if (a) of this subsection had been in effect for the
rel evant peri od.

(B) "Total taxable payroll" neans the total anmount of wages subj ect
to tax, as determ ned under RCW 50.24.010, for all enployers in the
f our consecutive cal endar gquarters imrediately preceding the
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conputation date and reported to the enploynent security departnment by
the cut-off date.

(c) The array calculation factor rate for each enployer not
qualified to be in the array shall be as foll ows:

(i) Enployers who do not neet the definition of "qualified
enpl oyer" by reason of failure to pay contributi ons when due shall be
assigned an array cal culation factor rate two-tenths hi gher than that
in rate class 40, except enpl oyers who have an approved agency-deferred
paynment contract by Septenber 30th of the previous rate year. If any
enpl oyer with an approved agency-deferred paynent contract fails to
make any one of the succeedi ng deferred paynents or fails to submt any
succeeding tax report and paynent in a tinely manner, the enployer's
tax rate shall imediately revert to an array calculation factor rate
two-tenths higher than that in rate class 40; and

(1i) For all other enployers not qualified to be in the array, the
array calculation factor rate shall be a rate equal to the average
industry array calculation factor rate as determned by the
comm ssioner, plus fifteen percent of that anount; however, the rate
may not be less than one percent or nore than the array cal cul ation
factor rate in rate class 40.

(d) The graduated social cost factor rate for each enployer not
qualified to be in the array shall be as foll ows:

(i) For enployers whose array calculation factor rate is determ ned
under (c)(i) of this subsection, the social cost factor rate shall be
the social cost factor rate assigned to rate class 40 under (b)(ii) of
t hi s subsecti on.

(ii) For enployers whose array calculation factor rate is
determ ned under (c)(ii) of this subsection, the social cost factor
rate shall be a rate equal to the average industry social cost factor
rate as determ ned by the conm ssioner, plus fifteen percent of that
anount, but not nore than the social cost factor rate assigned to rate
class 40 under (b)(ii) of this subsection.

(3) Assignnent of enployers by the conm ssioner to industrial
classification, for purposes of this section, shall be in accordance
wth established classification practices found in the "Standard
I ndustrial Cdassification Mnual" issued by the federal office of
managenent and budget to the third digit provided in the standard
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industrial classification code, or in the North Anerican industry
classification system code.

(4) Notwi thstanding anything to the contrary, the departnent's goa
is to maintain, at all tinmes, eleven to thirteen nonths of unenpl oynent
i nsurance benefits in the unenploynent conpensation fund. Beqgi nni ng
January 1, 2008, the departnent shall adjust the contribution rates,
including the array calculation factor and the social cost factor rates

on _an annual basis to acconplish this goal. The departnent shal
mai ntain the sane proportionate shares of these rates that exist
bet ween each rate class as of the effective date of this act. In no

circunstance nay the departnent set contribution rates that exceed the
maxi mumrates all owed under subsection (2)(b)(ii)(A) of this section,
nor nmay the departnent set the nmaxinmum tax rate below the m ni num
maxi mum tax rate required by the federal departnent of |abor. The
departnent shall acconplish this goal through rule and shall report to
the legislature annually, before the rates are adjusted.

~-- END ---
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