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MEETING MINUTES1 

Meeting Date: August 29, 2012
 
Meeting Time: 9:00 A.M.
 
Meeting Place: State House, 200 W. Washington St.,
 

Room 431 
Meeting City: Indianapolis, Indiana 
Meeting Number: 1 

Members Present:	 Sen. Phil Boots, Chairperson; Sen. Brent Waltz; Sen. Karen Tallian; 
Rep. Douglas Gutwein; Rep. Charles Moseley; Steve Schreckengast; 
Pete Rimsans; Steven Quick; Scott Sanders. 

Members Absent:	 Rep. Dan Leonard; Ron Metz. 

Chairperson Boots called the meeting to order at 9:06 a.m. and asked the committee members 
to introduce themselves. 

Chairperson Boots called on Scott Sanders, Commissioner of the Department of Workforce 
Development (DWD), to update the committee on the activities of DWD. Mr. Sanders' slide 
presentation is attached (see Exhibit A). 

Update on Indiana's Labor Force and Unemployment Data 
Commissioner Sanders stated that the seasonally adjusted unemployment rate for July 2012 is 
8.2%, which is below both the national and Midwest region average. Indiana's private sector job 
growth is at 6.2%, which is almost double the national growth rate of 3.4%. Since 2009, 
143,000 jobs have been added, making Indiana 4th nationally in regards to private sector job 
growth. 

I These minutes, exhibits, and other materials referenced in the minutes can be viewed electronically at 
http://www.in.gov/legislative Hard copies can be obtained in the Legislative Information Center in Room 230 of the State 
House in Indianapolis, Indiana. Requests for hard copies may be mailp.d to thp. I. P.giRliltivp. Infnrmiltinn r.p.ntp.r, I p.OiRliltivp. 
Services Agency, West Washington Street, Indianapolis, IN 46204-2789. A fee of $0.15 per page and mailing costs will be 
charged for hard copies. 
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Unemployment Insurance Trust Fund and HEA1450-2011 CUI Trust Fund Reform Bill) 
According to Commissioner Sanders, HEA1450-2011 has assisted in reducing the overall 
indebtedness of the Unemployment Insurance Trust Fund (Trust Fund). All of the provisions of 
HEA1450-2011 have been implemented. The state's Unemployment Insurance (UI) program 
has stopped borrowing money from the federal government within the past month and is now 
generating ~nough revenue from taxes on businesses to, payout weekly benefits. 

UI claims are at 2005-2006 levels, which represents a significant decrease from the peak in 
2008. Commissioner Sanders indicated that it is expected that claims will continue to mirror 
2007 levels. If projections hold at current levels, the Trust Fund should pay back all of the loans 
in 2b18. 

The Federal Unemployment Tax Act (FUTA) increases that are placed on employers while the 
Trust Fund is in debt will increase annually until the state's Trust Fund meets several solvency 
criteria. Commissioner Sanders said that should happen in 2014, when FUTA will be capped at 
$84 per worker until such time as the loans are fully repaid. 

When comparing Indiana's Trust Fund indebtedness to other states, Indiana is 8th 
, at $1.7 

billion. In 2011, the Trust Fund had a deficit of $1.95 billion, which has been reduced to $1.74 
billion in 2012. In 2012, the state paid $56 M in interest on the federal loan at an interest rate of 
2.94%. This rate is lower than the 4.08% interest rate in 2011, which cost the state $78 M. 

Unemployment Insurance Improper Payments 
Commissioner Sanders addressed the recent reports on improper UI payments. He stated that 
work search and job bank registration requirements comprised almost 80% of the reported 
improper payments. Since that time, a number of adjustments and improved reporting to the 
federal government have taken place. As a result, in 2012, less than 1% of improper payments 
were due to work search and job bank registration issues. Commissioner Sanders also noted 
that improper payments are not the same as overpayments. Indiana's actual level of 
overpayment is 2.6% of benefits paid, and Indiana is on par with both the national average and 
other surrounding states as regards the percent of unemployed who collect state benefits (see 
Exhibit A). 

Federal UI Extension Bill and Status of Federal UI Extensions 
On February 17, 2012, a Federal UI Extension Bill was passed. The bill instituted consistent job 
search requirements, Reemployment Services and Reemployment & Eligibility Assessment 
Activities (REA), extension and modification of the Emergency Unemployment Compensation 
(EUC) program, and provided an exemption for Indiana that did not interfere with policies 
implemented with the passage of HEA1450-2011. 

At the current time, federal extensions have been rolled back from the maximum of 99 weeks to 
the current maximum 63 weeks of UI benefits for eligible individuals. All federally funded 
extended benefits will expire December 31,2012. Individuals will be unable to finish their 
current tiers at that point, which has never occurred before (in the past, individuals were allowed 
to continue receiving benefits for the amount of time remaining within their current tier). This is 
also known as a "hard stop". 

WorkOne Update 
According to Commissioner Sanders, the structure of the Workforce Development System 
includes 28 full-service WorkOne sites and 61 express centers within 11 regions (with a 12th 

region specifically for Marion County). Workforce Investment Boards and the Balance-of-State 
Board oversee the different regions and oversee operations of WorkOne offices, among other 
duties. For a synopsis of WorkOne services, please see Exhibit A. 
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A primary goal of the Workforce Development System is education and training. According to
 
Commissioner Sanders, this goal has become more challenging in recent years, as federal
 
funds for training have declined by over 20%.
 

To emphasize the importance of training and education, the Commissioner presented a graphic 
showing Indiana annual earnings by educational attainment (see Exhibit A). One of Indiana's 
challenges is that more than 500,000 individuals do not have a high school diploma. DWD 
continues to emphasize lifelong learning and that educational attainment is the key to 
successful earning opportunities for many. 

Upon the conclusion of the Commissioner's presentation, the chairperson asked if there were
 
any questions from the committee.
 

Senator Tallian asked about the interest rate on the various federal loans and how the rate is
 
set. Commissioner Sanders indicated tha't it is set by the federal government during the 4th
 

quarter of each year.
 

Senator Tallian then asked for clarification on the FUTA increases. Specifically, Senator Tallian 
wanted to know how DWD came to the conclusion that the cap would be reached in 2014. 
Commissioner Sanders indicated that the state must meet three provisions. These include that 
the state must demonstrate that it has sufficient funds to pay three months of benefits 
beginning in November, the state must repay all balances borrowed in the last twelve months 
(currently using cash flow to pay benefits in the last month), and the net increase in the trust 
fund balance must be large enough to pay the FUTA increase (estimated to be $55 million). 
DWD will meet these provisions in 2014, assuming that UI claims stay consistent with current 

. levels. 

Senator Tallian asked about the technology modernization with Haverstick Consulting. 
Commissioner Sanders indicated that the final software component on the modernization is set 
to launch in the 4th quarter of 2012. Senator Tallian asked if the software upgrade will improve 
DWD's recent problems with quality determinations and timeliness. The Commissioner 
indicated that a recent emphasis on training to improve quality benefit determinations resulted 
inlel1gthening the time it took to make benefit determinations. The Commissioner expects for 
these timeliness numbers to improve by the 4th quarter of this year. Senator Tallian then asked 
how much of a problem that DWD had with quality, to which Commissioner Sanders responded 
that quality determinations are fairly low, falling around the 30% range. 

Senator Waltz asked the Commissioner to give the "real unemployment" rate, which the 
Commissioner clarified meant the rate including those individuals who have left the workforce. 
Commissioner Sanders indicated that the U-6 rate would then be appropriate, which is currently 
15%-16% for Indiana. DWD typically uses the U-3 rate, which is 8.2%. 

Senator Waltz asked how often recessions occur and if DWD is concerned that their 
forecasting does not account for recessionary activity and how it might affect the benefit 
amount. Commissioner Sanders concurred that another recession or double dip would have an 
impact on the numbers. 

Mr. Rimsans asked how many individuals exhausted UI each week, and Commissioner Sanders 
indicated that it was roughly 1,500 per week. 

Chairperson Boots asked about older individuals who do not opt to take advantage of training
 
opportunities required under the new Federal UI Extension Bill. Commissioner Sanders said
 
they would lose their federal extension but that the services may still be useful to them, as a
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skill assessment might suggest a new career using their current skill set without requiring any 
additional or new training. 

Mr. Schreckengast asked about methods that other states were using to pay down their UI 
Trust Fund balance. Commissioner Sanders said he could not speak to what other states were 
doing specifically at that time, as it is not something that DWD has looked at in depth. 

Representative Moseley asked about required drug-testing policies for UI claimants. 
Commissioner Sanders indicated that individuals who are seeking WorkOne training who are 
subsequently drug-tested fail tests at a rate of 3%. There does not exist good data on those 
individuals who fail or refuse employer drug screens or those who do not take advantage of 
DWD services due to the drug-testing requirement. Chairperson Boots inquired as to how to get 
employers engaged on this issue. Commissioner Sanders indicated that DWD was engaging in 
mailings to employers and employer forums on this issue. 

The chairperson asked the committee if another meeting was necessary. Mr. Schreckengast 
inquired about job sharing to the committee. The committee decided a second meeting was 
unnecessary. 

The meeting was adjourned at 10:10 a.m. 
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WoRKFORcE 
DEVELOPMENT Indiana July Unemployment Rate: 8.2% 

AND ITS WorkOneCENTERS 
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Unexplained labor force decline for June & July AND ITS WorkOneCENTERS 
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WoRKFORcE Indiana's private sector job growth since the 
DEVELOPMENT
 

AND ITS WorkOneCENTERS
 July 2009 employment low at 6.2% is almost 
double the national growth of 3.4%. 

Private Sector Job GrQ,wth Since the Low Point 'of Employment in Indiana 
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WoRKFORcE States VI Trust Fund Indebtedness DEVELOPMENT 

AND ITS WorkOne.CENTERS 

State 

California 

Pennsylvania 
Michigan 

New York 
North Carolina 

Texas 
Ohio 
Indiana 
Illinois 
Kentucky 
Wisconsin 
Georgia 
South Carolina 
New Jersey 
Nevada 
Connecticut 
Colorado 

Missouri 
Florida 
Arkansas 
Rhode Island 
Arizona 
Idaho 
Delaware 
Vermont 
Virgin Islands 

Total Owed 

Loan Amount 

$ 9,134.2 
3,185.0 
2,917.0 
2,829.9 
2,348.4 
1,960.0 
1,789.2 
1,763.4 
1,469.0 

917.7 
770.4 
742.9 
675.7 
655.4 
637.4 
631.7 
624.8 

569.3 
458.4 
289.5 
239.8 
232.9 
187.6 
76.4 
57.7 
38.7 

$ 35,202.8 

($ in millions) 
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~ 

~ 
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• Issued Public Bonds 
• Repaid Federal Loan 
• Federal Title XII Loan 

State Trust Fund Indebtedness as of August 22, 2012 
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WoRKFORcE Indi~~~ Trust'F'ii''''(l:Re:formBill 
DEVELOPMENT 

HEA1450-2011 update: All provisions implemented AND ITS WorkOneCENTERS 

Employer Contributions: (January 1,2011) 

1. Premiums: 

• Schedule E mandated through 2020, with wider array of rates 

2. Interest: 

• Surcharge: 13% in 2011; 8% in 2012 

o 4.08% interest on $2.0B federal loan = $78M for 2011 

o 2.94% interest on $1.9B federal loan = $56M for 2012 

3. Principal Repayment: 

• Federal Unemployment tax increase: $21/employee in 2011; $42/employee in 2012 

o Increases each year until projected cap in 2014 at $84/employee 

Closed Elil!ibility Loopholes and Benefit Alil!nment: 

1. On-call workers; Regularly scheduled vacations; Head Start (July 1, 2011) 

2. Severance pay and Voluntary Buyouts (October 1, 2011) 

3. UI weekly benefit amount calculation - annualization (July 1, 2012) 
6 
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VI Trust"Fi'i'ird'"'B'~I~'~'ceUpdate: 
On Track with Projections 

FUTA Interest 

,,{~JPi~E2~~1", Premiums Benefits Penalty TF Balance Surcharge 
"~,' ~ __;-:"'";_'_ ,~..~;:" ..".~,,_ _.. __ ,,'______ "_' •.~' :"-;-_':::-_":;"~'~"_'_''''''''C_'_~'~'_,"'"_ 

2011 Actual $702.6 $776.5 $55.0 $(1,950.0) $77.8 $835.4 

2011 Forecast* $723.5 $883.8 $58.8 $(2,057.0) $81.4 $863.7 

$ Difference $(20.9) $(107.3) $(3.8) $107.3 $(3.6) $(28.3) 

0/0 Difference -30/0 -12% -6% -50/0 -4% -3% 

201'2 Actual (thr()ughJulj<~lJ," $545.9$463:8' $102.6 '$(1,740.1) $44.0 $692.5 

2012 Forecast* (through July 31) $541.3 $555.5, $117.6 $(1,904.0) $45.0 $703.9 

$ Difference $4.6 $(91.7) $(15.0) $163.9 $(1.0) $(11.4) 

0/0 Difference 

*Usingforecast from January 2011 

1% -170/0 -13% -90/0 -2% -2% 
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WoRKFORcE Initial VI claims are at 2005 & 2006 levels DEVELOPMENT 

AND ITS WorkOne.CENTERS 
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WoRKFORcE State continued VI claims are down to 2007 levels DEVELOPMENT
 

AND ITS WorkOneCENTERS
 

Claims paid through August 18,2012 
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• State Continued Claims • Federal Programs 
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WoRKFORCE VI Improper Payments - Fact vs Fiction DEVELOPMENT 

AND ITS WorkOne.CENTERS 

•	 Work search & Job bank registration requirements comprised almost 800/0 of 
reported improper payments cited by USDOL in 2011.
 

~ 2012: less than 1% of improper payments.
 

•	 Improper payments are not the same as overpayments. Indiana's actual overpayments are only 
2.60/0 of benefits paid. 

•	 If Indiana was paying more than it should in benefits, the percentage ofunemployed individuals 
collecting benefits would be much higher than other states. (For 2011, IN: 240/0 v US: 290/0) 
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[] US Avg 

2007 

37% 

2008 

37% 

2009 

40% 

.IN 39% 39% 40% 

.OH 30% 32% 37% 

.IL 40% 37% 43% 

.MI 39% 39% 39% 

.KY 29% 31% 34% 

2010 2011 
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25% 22% 

33% 31% 

27% 25% 
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WoRKFORcE 
DEVELOPMENT Federal VI Extension Bill- Feb. 17, 2012 

AND ITS WorkOneCENTERS 

•	 Consistent Job Search Requirements: 
o Claimant must be able and available and actively seeking full-time work 
o Claimant must maintain written record of weekly work searches 

•	 Reemployment Services and Reemployment & Eligibity Assessment 
Activities: (applies to all claimants moving to Tier 1 offed. benefits) 

o Job market and career information & Skills assessment 

o Orientation to WorkOne services 

o In-Person review ofwork searches at WorkOne 

•	 Extension and Modification of Emergency Unemployment Compensation 
Program (EUC) 

o Added new unemployment rate triggers for tiers 
o Reduction of 10 weeks in September 

•	 Non-Reduction Rule: Indiana Exemption 
o Stopped federal interference with Indiana's VI Trust Fund solution (HEA1450) 
o Saved additional costs to IN employers 

11 
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WoRKFORcE
 
DEVELOPMENT 

AND ITS WorkOneCENTERS 

Current Tiers of Unemployment Benefits Available
 
Beginning Sept. 2, 2012
 

State Regular VI up to 26 weeks (State Trust Fund) 

Federal Extension #1 up to W 14 weeks (Federal Funds) 

Federal Extension #2 up to 14 weeks (Federal Funds) 

Federal Extension #3 up to -lJ. 9 weeks (Federal Funds) 

§aended-BenefusfEffi uNo 29 v/eek:s--fFedeml--Funds & StatefLocal Gov'!) 

Total up-te--99 

~
 
up to 63 weeks 

Note: All Federally Extended Benefits will expire Dec. 31, 2012. Individuals will 
be unable to finish tiers at that point. 
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WoRKFORcE 
DEVELOPMENT 

AND ITSWorkOne.CENTERS 

Workforce Investment Boards: 
- Regions 1, 2, 3,4, 6, 7, 10, Marion Co.,
 

Balance-of-State (Joint-WIB)
 
- Volunteer Members appointed by local
 
elected officials (50% + business,
 
economic development, labor and
 
community based)
 

28 Full Service
- Some Duties: 

WorkOne
-Oversee operations of WorkOne 

Centersoffices 
-Select WIA service providers 

61 Express -Identify eligible education providers 
-Develop and execute budget for WorkOne 

delivery of services . Centers 

Balance-of-State Board: 
- Regions 5, 8, 9, 11 governed
 

by the Joint-WIB in collaboration with
 
Regional Workforce Boards
 

- Volunteer Members appointed by local
 
elected officials
 

- Some Duties:
 
-Competitively procure Regional
 
Operator & WIA service providers
 
-Oversee operations of WorkOne
 
offices
 *Funding is distributed by federal formula & weighted 
-Develop and monitor a regional heavily by unemployment data 
budget 

14 
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Unemployment Rate and Annual Earnings by Educational Attainment
 
Indiana - 2010
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