IMPORTANT INFORMATION

This is additional information pertaining to your annual Tax Rate notice.  The notices are mailed each year during the last two weeks of December

ANNOUNCING THE CREATION OF 

THE COMPETITIVE SKILLS SCHOLARSHIP FUND PROGRAM

What the Competitive Skills Scholarship Program is:  This past spring, the 123rd Legislature passed, and Governor Baldacci enacted, legislation creating a new program entitled the Competitive Skills Scholarship Fund Program (CSSF).  This program has been created to address the serious and growing skills gap between the existing skills of today’s workforce and the skill needs of tomorrow’s jobs.  This program will provide workers with the skills they need to successfully perform in the good jobs that are being created in our economy and help businesses find the qualified workforce needed to foster innovation and stay competitive in the global marketplace.  

Approximately $3 million will be collected each year for the CSSF that will then be available to assist workers earning below 200% of poverty to obtain a degree or certificate in a training program for jobs in high-growth industries.  It will pay for tuition and fees that are not paid from other sources (including federal financial aid); and will fund educational supports for workers in training including childcare, transportation, books, supplies, equipment, and remedial and prerequisite training.

CSSF Rate:  The 2008 CSSF rate for all employers that also pay state unemployment insurance tax is 0.05% or $6.00 per worker paid at least $12,000 in taxable wages.

Reduced Unemployment Taxes: The same legislation that enacted the CSSF program also made changes to the Unemployment Insurance Program to reduce unemployment insurance taxes and substantially offset the fiscal impact of the new CSSF assessment for businesses.  Two specific actions were taken:

· The benefit reserve target for the Unemployment Insurance Trust Fund was reduced from 21 months to 18 months.  As a result, unemployment taxes in 2008 and 2009 will be reduced to Schedule A instead of increasing to Schedule C as they would have been had this action not been taken (Schedule B was in effect for 2007).   This will result in a $33.7 million reduction in unemployment taxes in 2008 and a $35 million reduction in 2009 over what would have otherwise been charged Maine businesses.

· Individual unemployment insurance tax rates for all employers with rates less than 5.4% will be reduced by an amount equal to the employer’s CSSF rate so will not see any increase as a result of the new CSSF assessment.  Employers at the highest unemployment tax rate 5.4% will not see an offset in their unemployment tax rate as the 5.4% rate cannot be reduced further in accordance with Federal Laws.

	Impact on

Unemployment Tax Rates

(Before & After CSSF)
	2007

Schedule B
	2008

Schedule C Projected (no legislative changes)
	2008

Schedule A

Actual

Unadjusted        CSSF Adjusted

	Lowest Employer 

Tax Rate
	0.54% 

       $64.80
	0.63%

$75.60
	0.47%

$56.40
	0.42%

$50.40

	Maximum Employer Tax Rate
	5.4%

       $648.00
	5.49%

          $658.80
	5.4%

$648.00
	5.4%

$648.00

	New Employer 

Tax Rate
	1.80%

$216.00
	2.11%

$253.20
	1.58%

$189.60
	1.53%

$183.60

	Projected Unemployment Tax Revenue
	$101.6 million
	$121.8 million
	$88.1 million


CALCULATION OF UNEMPLOYMENT INSURANCE CONTRIBUTION RATES

An employer’s contribution rate is based on the employer’s unemployment insurance experience, taxable payroll and contributions paid into the unemployment trust fund.  This information is used to compute the employer’s reserve ratio using the following calculation:

(Prior Year Reserve + Contributions paid) – Benefit Charges  =  Current Reserve Excess

Current Reserve Excess ( Average Taxable Payroll for the last 3 years = Reserve Ratio

All employers are then “arrayed” in a list in descending order by their “reserve ratios” (highest to lowest) and are then divided into 20 categories each containing approximately the same amount of taxable wages (5%) and each having an experience factor that determines the rate paid by employers in that category.  This is illustrated in Table 2.

VOLUNTARY CONTRIBUTIONS FOR RATABLE EMPLOYERS

It is possible to lower your contribution rate by making a voluntary contribution payment.  Voluntary payments may improve your account balance, thereby lowering your tax rate.  Voluntary payments must be made no later than 30 days from the mailing date of you rate notice.  For information about voluntary contribution payments, please call (207) 621-5120 or e-mail division.uctax@Maine.gov.

GLOSSARY OF TERMS

· Annual Taxable Wages:  The amount of wages on which you paid unemployment contributions (tax) in 2006.

· Average Taxable Wages:  The average of the taxable wages for the three years shown.  This may include adjustments for prior years made during any of the three years listed.

· Contributions:  The amount of all contributions (tax) paid from July 2, 2006, through July 31, 2007, for the quarters ending September 30, 2006; December 31, 2006; March 31, 2007; and June 30, 2007; and the amount of any contribution payments made for prior quarters during this time period.

· Excess on 06/30/06:  The amount of contributions (tax) paid minus (-) the benefits charged to your account from the chargeable date.  A minus (-) sign indicates the amount of benefits charged was greater than the amount of contributions paid.

· Excess on 06/30/07:  The amount of contributions (tax) paid minus (-) the benefits charged.  This includes the excess calculated on 06/30/06 and for the one-year period ending 06/30/07.  A minus (-) sign indicates the amount of benefits charged was greater than the amount of contributions paid.

· Percent of Taxable Wages:  The cumulative taxable wages divided by (() the total taxable wages for all employers in the reserve ratio list.  See Table 2.

· Reserve Ratio:  The reserve ratio is the total excess on 06/30/07 divided by (() the average taxable wages, and is shown as a percentage.

· Rate:  The rate category is determined by the cumulative wages percentage limits in Column B of Table 1.  Each contribution category is identified by the contribution category number in Column A that is opposite the figures in Column B, which represent the percentage limits of each contribution category.  If an employer’s taxable wages falls in more than one contribution category, then the employer must be assigned to the lower-numbered contribution category, except that an employer may not be assigned to a higher contribution category than is assigned to any other employer with the same reserve ratio.

· Adjusted Contribution Rates  (See Table 1):  The contribution rates for each of the 20 categories are computed by subtracting the Competitive Skills Scholarship Fund rate from the Unadjusted Contribution Rate for each category.  Category 20 cannot have a rate lower than 5.40%.  The lowest rate for 2008 is .42% and the highest is 5.40%.  The adjusted new employer rate is 1.53%.

· Array Table (See Table 2):  Employers are grouped in descending order from the highest to the lowest reserve ratio into one of twenty groups.  The total for the taxable wages of all employers with a reserve ratio is calculated.  Beginning with the employer with the highest reserve ratio, taxable wages for each of the following employers are added until the total of the taxable wages equals approximately 5.0% of the total taxable wages for all employers in the reserve ratio list.  These employers are placed in the first (lowest) rate category.  This process is continued until all employers are assigned to one of 20 different rate categories.

· Competitive Skills Scholarship Fund Rate:  This rate is a flat rate assigned all contributory employers.  The rate for 2008 is 0.05% applied to taxable wages.

· Experience Factor:  Each of the 20 groups has an “experience factor.”  See Table 1.  The experience factor is the portion of the average contribution rate that employers in that group will pay.

· Planned Yield:  The planned yield is set in law at 0.6%.  This establishes the revenue for rate year 2008 as 0.6% of the total wages projected to be paid by Maine employers that year.

· Predetermined Yield:  The predetermined yield in the average contribution rate needed to generate an amount of revenue equal to 0.6% of the total wages projected.  This step is necessary because only the first $12,000 of each employee’s wages is subject to unemployment contributions.

· Unadjusted Contribution Rates:  The contribution rates for each of the 20 categories are computed by multiplying the predetermined yield by the experience factors for each category.  The lowest rate for 2008 is 0.47% and the highest is 5.40%.  This rate for new employers for 2008 is 1.58% prior to reduction by enacted legislation.

· Total Benefit Charges:  The amount of unemployment insurance benefits charged to your employer account from July 1, 2006, through June 30, 2007.

	QUESTIONS?

Contact a Status Representative at (207) 621-5120; Fax at (207) 287-3733, 

TTY (Deaf / Hard of Hearing): 1-800-794-1110, 

or contact a Field Advisor and Examiner at one of the numbers below:

Augusta
(207) 621-5108
Bangor
(207) 561-4094
Bath
(207) 442-0300, ext.324

Lewiston
(207) 753-9042
Machias
(207) 255-1934
Portland
(207) 822-0212

Presque Isle
(207) 768-6813
Saco
(207) 286-2677
Wilton
(207) 645-5825


TABLE 1

EMPLOYER'S 2008 CONTRIBUTION RATE IN PERCENT OF WAGES

BASED ON SCHEDULE “A”

	Contribution Category
	% of Taxable Payrolls

From                 To
	Experience Factors
	Predetermined Yield
	Unadjusted Contribution Rate
	Competitive Skills Scholarship Fund Rate
	Adjusted Contribution Rate

	Column A
	Column B
	Column C
	
	
	
	

	1
	   00.00%
	   05.00%
	.30
	   1.58%
	    .47%
	   0.05%
	   .42%

	2
	05.01
	10.00
	.35
	1.58
	.55
	0.05
	.50

	3
	10.01
	15.00
	.40
	1.58
	.63
	0.05
	.58

	4
	15.01
	20.00
	.45
	1.58
	.71
	0.05
	.66

	5
	20.01
	25.00
	.50
	1.58
	.79
	0.05
	.74

	6
	25.01
	30.00
	.55
	1.58
	.87
	0.05
	.82

	7
	30.01
	35.00
	.60
	1.58
	.95
	0.05
	.90

	8
	35.01
	40.00
	.65
	1.58
	1.03
	0.05
	.98

	9
	40.01
	45.00
	.70
	1.58
	1.11
	0.05
	1.06

	10
	45.01
	50.00
	.75
	1.58
	1.19
	0.05
	1.14

	11
	50.01
	55.00
	.80
	1.58
	1.26
	0.05
	1.21

	12
	55.01
	60.00
	.90
	1.58
	1.42
	0.05
	1.37

	13
	60.01
	65.00
	1.00
	1.58
	1.58
	0.05
	1.53

	14
	65.01
	70.00
	1.10
	1.58
	1.74
	0.05
	1.69

	15
	70.01
	75.00
	1.25
	1.58
	1.98
	0.05
	1.93

	16
	75.01
	80.00
	1.40
	1.58
	2.21
	0.05
	2.16

	17
	80.01
	85.00
	1.60
	1.58
	2.53
	0.05
	2.48

	18
	85.01
	90.00
	1.90
	1.58
	3.00
	0.05
	2.95

	19
	90.01
	95.00
	2.20
	1.58
	3.48
	0.05
	3.43

	  20*
	95.01
	100.00
	2.60
	1.58
	5.40
	0.05
	5.40


* Contribution category 20 can not have a rate less than 5.4.

TABLE 2

EMPLOYER RATE ARRAY FOR YEAR 2008

TAXABLE WAGES FOR ALL EMPLOYERS IN THE ARRAY IN (M)
5,284.7

12/15/2007








Total
Start
End

Cate-
Adjusted
CSSF
Unadjusted
End
Start
Employer
Tax
Percent
Percent

gory
Rate
Rate
Rate
Ratio
Ratio
Count
Wages
Tax Wage
Tax Wage
___
____
____
____
____
____
_____
_____
________
_______

 01
00.42
00.05
00.47
999.99
038.38
2,785
290.3 M
000.00
005.49

 02
00.50
00.05
00.55
038.37
033.55 
978
253.4 M
005.49
010.29

 03
00.58
00.05
00.63
033.54
030.72
814
259.9 M
010.29
015.21

 04
00.66
00.05
00.71
030.71
026.92
1,481
254.0 M
015.21
020.01

 05
00.74
00.05
00.79
026.91
023.76 
1,671
270.7 M
020.01
025.14

 06
00.82
00.05
00.87
023.75
021.64
1,552
257.4 M
025.14
030.01

 07
00.90
00.05
00.95
021.63
020.10 
1,193
272.2 M
030.01
035.16

 08
00.98
00.05
01.03
020.09
018.82
1,197
259.5 M
035.16
040.07

 09
01.06
00.05
01.11
018.81
017.50 
1,297
263.7 M
040.07
045.06

 10
01.14
00.05
01.19
017.49
016.34
1,236
261.9 M
045.06
050.01

 11
01.21
00.05
01.26
016.33
014.91
1,454
265.5 M
050.01
055.03

 12
01.37
00.05
01.42
014.90
014.21
757
262.8 M
055.03
060.01

 13
01.53
00.05
01.58
014.20
012.86
1,441
270.4 M
060.01
065.12

 14
01.69
00.05
01.74
012.85
011.43
1,529
264.9 M
065.12
070.14

 15
01.93
00.05
01.98
011.42
009.66
1,838
257.5 M
070.14
075.01

 16
02.16
00.05
02.21
009.65
008.10
1,490
264.1 M
075.01
080.01

 17
02.48
00.05
02.53
008.09
005.31
2,618
267.0 M
080.01
085.06

 18 
02.95
00.05
03.00
005.30
001.27
2,813
261.7 M
085.06
090.01

 19
03.43
00.05
03.48
001.26
-017.33
2,737
264.0 M
090.01
095.01

 20
05.40
00.05
05.40
-017.34
-999.99
2,762
263.8 M
095.01
100.00

