POSITION STATEMENT - SB 1698 - UNEMPLOYMENT INSURANCE AGREED BILL

POSITION REQUESTED: SUPPORT

BACKGROUND

The agreed bill process has been in place since 1984 and is unique to lllinois. It was created to end the wild swings that
used to occur in the system - either benefit increases and tax increases or benefit cuts and tax decreases - depending on
whose supporters were in control at the time. Since its inception, the process brings together representatives of labor and
employers to solve problems in the system. Once agreed, the four leaders and the Governor agree to support and enact
the agreement. Further, any votes in favor of the agreement are not used for campaign purposes.

The unemployment insurance system was created by the US Congress in 1935. As designed by the federal government,
the system is funded by taxes on employers. These taxes fund the benefits to workers who are laid off thru no fault of
their own. The only way to cut taxes for employers is to cut benefits for laid off workers and their dependents.

KEY POINTS

1. The agreement reduces employer taxes by $913M over the first 5-years (see chart on reverse).

2. The choice is whether you vote to lessen tax increases on employers. The employer groups listed below support
this agreement because it significantly lessens tax increases on employers.

3. A “NO” vote means you are voting FOR higher taxes on employers. (see chart on reverse). There is no scenario by
which employers pay less taxes. It is a question of this or much higher taxes.

DETAILS

A. State pays remaining $1.363B in Title XII borrowing. If the state pays this by December 31%, the $114M FUTA tax
penalty goes into the Illinois Trust Fund and not to Washington, DC. The scenario that was agreed to includes
paying the $1.363B and the $114M being deposited into the lllinois Trust Fund. Pursuant to Federal law, there is
nothing we can do to change the fact the $114M FUTA penalty will occur.

B. The target balance for the Adjusted State Experience Factor (ASEF) will increase from $1.0B to $1.75B. Labor had
originally asked that it be increased to $3B. Then asked for $2B. We settled at $1.75B.

C. The Taxable Wage Base (TWB) will increase over a five-year period by 2.4% per year. The TWB was last increased
in 2009. Labor had asked that the TWB be increased by an average of 2.4% per year forever. They agreed to a
fixed 2.4% increase per year for the first five years and then the TWB is frozen at that number. That means the
TWB will increase from $12,960 to $14,592 over five years and will then be frozen at $14,592.

D. An additional S450M of state monies will be loaned, interest free, to the Ul Trust Fund. These monies will help
protect against the possibility of the predicted recession being deeper than expected. These monies will be paid
back, interest free, by the employers over a ten-year period beginning in 2024. If in any year the June 1% Trust
Fund balance is less than $1.2B, nothing will be owed that year and the payment schedule will be extended
another year.

E. “Speedbumps” will be pushed back two more years. Speed bumps exist to force both sides back to the table. They

are approximately $500M for each side. A $5500M benefit cut for labor and a $500M tax increase for business IF
no deal is reached. These speed bumps have served their purposes to-date and have never been enacted.



AGREEMENT vs. DO NOTHING (baseline)

Employer Tax | Employer Tax | Projected Year | Savings for
Payments 5 | Payments 10 | End Trust Fund | Employers 5-
years (2023- | years (2023- | Balances 5- | year period
2027) 2033) year period (2023-2027)
with $450 M
Baseline (do | $12.564B $27.903B -§219M N/A
nothing-no rest S97M
stops) $251M
$320M
$696M
Agreement $11.651 $27.701B $1.637B $913M
with $450M $1.849B
loan from $1.816B
surplus $1.580B
$1.544B

NOTE: It is important to focus on the 3-to-5 year window. While IDES is very good at projections, 10-year projections are

guesses at-best.

SUPPORTERS (alphabetical order)

Associated Beer Distributors of lllinois
Associated Builders and Contractors, IL Chapter
Associated General Contractors of Illinois
Cannabis Business Association of Illinois
Chemical Industry Council of lllinois
Chicagoland Chamber of Commerce
Community Bankers Association of lllinois
Grain and Feed Association of lllinois

Illinois Asphalt Pavement Association

Illinois Association of Aggregate Producers
Illinois Automobile Dealers Association

Illinois Broadband & Telecommunications Association
Illinois Construction Industry Committee

Illinois Chamber of Commerce

Illinois CPA Society

Illinois Energy Association

Illinois Fuel & Retailers Association

OPPONENTS
None Known

Illinois Health and Hospital Association

Illinois Hotel & Lodging Association

Illinois Manufacturers' Association

Illinois Mechanical & Specialty Contractors Association
Illinois Movers’ & Warehouseman’s Association
Illinois Pharmacists Association

Illinois Renewable Fuels Association

Illinois Restaurant Association

Illinois Retail Merchants Association

Illinois Soybean Growers

Illinois Trucking Association

Mid-West Truckers Association

National Federation of Independent Business
Southwestern lllinois Employers Association
State Universities Annuitants Association

Wine and Spirits Distributors of Illinois



