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1. INTRODUCTION

1.1 UNEMPLOYMENT INSURANCE

Unemployment compensation has been one of the United States’ most successful socia
insurance programs for over 50 years. Its centrd purposeis to provide unemployed workers the means
of getting through atemporary period of involuntary unemployment without having to turn to welfare and
without having to face aneedstest. Unemployment Insurance (Ul) has adso served the business
community by getting money into circulation at the outset of aloca or nationa economic downturn, thus

helping to ease recessonary pressures.

The federal governments and Sate governments share responghilities for implementing the
unemployment compensation program. The program is administered in accordance with state law,
which prescribes the tax structure, quaifying requirements, benefit levels and disqudification provisons.

States lawvs must, however, conform to federd guidelines.

1.2 THE ALTERNATIVE BASE PERIOD

Monetary digibility for unemployment insurance bendfitsis based on acdamant’ sinsured
earnings during a"base period.” Typicaly, the base period consgts of the firgt four of the last five
completed caendar quartersimmediately preceding the filing of aclaim. This base period isreferred to
asthe "regular base period” in thisreport. Eight States currently offer claimants the option of having their
eligibility determined under an dternative period if they are not digible under the regular base period.*
This period is referred to as the "dternative base period,” or ABP, inthis study. The dternative base
period uses wages earned in more recent quarters as abasis for determining digibility. The states that



have ABP provisonsin their Ul laws are Maine, Massachusetts, New Jersey, North Carolina, Ohio,
Rhode Idand, Vermont, and Washington.

1.3 STUDY OF ONE-TIME AND ONGOING COSTS

This report contains the result of a study conducted to estimate the costs of implementing and
administering the dternative base period. Ul agencies of Vermont, Maine, Ohio, New Jersey, and
Washington were visited to obtain information on these costs. Vermont and Maine were unable to
provide estimates of these costs while Washington and Ohio had estimates of some components of the
one-time cogts of implementing ABP. Only New Jersey was able to provide an estimate of dl the one-
time cogts of implementing ABP.

Edtimates of the ongoing costs of administering ABP were not available in any sate because
there had been no studies to estimate the times needed for ABP related procedures. Thus, we
conducted studies in New Jersey and Washington to estimate the ongoing administrative costs. In-
depth interviews with program administrators and loca Ul office personnd provided sufficient
information to produce the estimates needed.

The types of costs of implementing and administering ABP that states usudly incur are
described in Section 2. The factors affecting the adminigtrative costs and the options for obtaining lag
and current quarter wages are dso discussed.  Section 3 contains the cogts of implementing and
adminigtering ABP in New Jersey, and Section 4 contains cost data that were obtained from
Washington . Section 5 contains information on sdlected categories of cogts of implementing ABP that

were collected from Vermont, Ohio, and Maine.

! In the case of Massachusetts, the alternative base period can also be used if the claimant believes that he or she
would be eligible for an increase of 10 percent or morein hisor her total benefit credit and has submitted credible
substantiation for such a belief.



2. GENERIC COSTS

21 INTRODUCTION

This section describes the components of implementing and administering ABP that are common

to most states.

ABP cogts can be divided into two main aress.
One-time cogts (start-up costs)
Ongoing costs (continuing costs)

One-time cogs are incurred when a state modifiesits existing Ul administration system to

handle ABP clams. These costs are incurred only once (when the ABP laws are implemented).

Ongoing cogts consst of increasesin the day-to-day Ul program administration costs
associated with ABP laws. These result from the increased claims volume and additiona administrative

procedures.

2.2 FACTORSAFFECTING COSTS

The cost estimates in this report are based on the experience of the states that were studied.
They cannot be used to accurately estimate the costs of ABP changes in other states because these are
likely to vary from dtate to state. These costs will depend on anumber of factors, which are discussed
in the following paragraphs.



a. Population of the state and the number of claimants

The population and size of the state will affect severa magor components of one-time cods,
such astraining. Larger states with bigger populations, which have ardatively larger number of loca
officesand Ul gtaff, will have higher training costs. Depending upon the system configurations in place
and the method used for ABP integration, the cost of new hardware and software may aso be affected
by the size of the state. For example, asaresult of ABP coming into effect, New Jersey purchased an
additiona persona computer and printer for each of itslocd offices. The cost of such a purchase will
vary with the number of locd officesin agtate.

Ongoing adminigrative cogts are dso highly corrdated with the number of clamantsin the sate
and will be higher in a gtate with alarger number of damants.

b. Type of personnel making the changesto the state's Ul software
The one-time cogts of changing the Ul computer system are likely to be lower if internd

personnd familiar with the system implement them. Conversdly, the cogts are likely to be much higher if
externa resources such as outside vendors are used. The Ul software systems are large and complex,
and the externa resources will have to spend alarge amount of time trying to understand the existing
software system before implementing any changes. In addition, internd personnel typicaly have lower
wage rates than externa resources. The states studied used internal personnd to make the changesin

their software.

c. ABP lawsthat are being implemented
The ABP laws that are being implemented affect both the one-time costs and the ongoing costs.

If adtate has two dternative base periods, then it will have higher ABP-rdated cogts than if it has only
one dternative base period. Additional computer programming changes and process-related changes
will have to be made to handle the second ABP.

Both the one-time and ongoing costs of an ABP conssting of the “last four completed caendar
quarters’ are lower than an ABP consisting of “last three completed caendar quarters plus weeks in the



filing (current) quarter.” Monetary determinations based on the latter ABP aways need wage requests
or wage afidavits since the current quarter wages are not available on the Ul computer systems.
Additional computer programming changes are aso required for an ABP that includes the current
quarter. These are briefly described in Section 2.4.a.

Other provisions of the ABP law may dso affect cogts. In most states the claimant can use the
ABP option only if he or she is monetarily indigible under the regular base period. In Massachusetts,
such aclaimant can il use the ABP option if he or sheis digible for an increase of 10 percent or more
in total benefit credit. Such a provision increases both the programming and ongoing costs related to
ABP.

d. Current Ul laws

Current Ul laws aso affect ABP related one-time and ongoing coss. An exampleisthe
minimum qualifying requirements for bendfit digibility. If the qualifying formula has aweskly bass (asin
New Jersey), then the costs will be higher than if the formula has a quarterly basis (asin Vermont). The
reason is that obtaining wage reports from employers, entering the wage reports, making monetary
determinations, and storing the wage reports are more time-consuming for weekly wages than for

quarterly wages.

If the base period monetary digibility requirements in a sete are lenient, then more clamants
would qudify for the regular base period, decreasing the number of ABP clamants. Thus the ongoing
costs of handling ABP clamswill be lower in such adete,

e. System used to obtain lag and current quarter wage information

ABP gtates will need to implement a systemn of obtaining lag and current quarter wage
information when it is not available on the state Ul computer systems. The two systems currently used
by the ABP dtates are the wage request and the wage record system. These systems have different
costs since they require different changes to the computer systems and the Ul processes. They are
described in detail in Section 2.3.



The ongoing costs dso depend on the extent of availability of wages on the computer system.
States where more employers report on magnetic media have quarterly wages available earlier on ther
systems. Thisleadsto lower ongoing costs due to fewer wage requests or wage affidavits. For a
detailed description of the effects of different reporting media, see Volume I11 of this report, “Impact of
ABP on Employers’.

f. Retroactive provisions of the law

Where the ABP law contains retroactive provisons, the costs of reaching the claimants who
were recently denied benefits can be significant. Such costs were incurred by Ohio and New Jersey.
(The processes necessary to handle reachback provisions are listed in Section 2.4.f.)

g. Timeliness of changesto the computer system

If computer system changes are not implemented before or a the time that the ABP law comes
into effect, the extralabor hours required to manudly handle the claims until the changes are in place can
become a significant cost item. The Ohio Bureau of Employment Servicesincurred such costs. (Details
of Ohio’scodsare given in Section 4.2.)

h. Existing computer system being used for Ul program administration

The existing computer system affects both the one-time and ongoing costs to the Ul agencies.
In some systems, it may be easier to make the changes related to ABP, thereby decreasing the one-time
cogts. For example, if the computer system is unable to print wage request forms automaticdly, then the
ongoing costs will be higher because the Ul staff will have to manually complete and send out the forms.
The computer system in Washington cannot print the wage request forms, and they have to be filled out
manudly.



i. Processes used to handle Ul claims

States handle Ul clamsin various ways. Even within a state, processes vary among the locdl
offices (as was observed in New Jersey). The time needed to process ABP clams will vary with the
processes used to handle these claims, and the administrative costs will differ accordingly.

2.3 METHODSOF OBTAINING LAG AND CURRENT QUARTER WAGE
INFORMATION

In most states, employers send in quarterly wage reports after the end of each quarter. These
wage reports are entered onto the state Ul computer system and accessed when monetary
determinations of Ul digibility need to be made. This system of collecting, recording, and accessing the
quarterly wage reportsis known as the “wage record system.” Since there is alag quarter between the
regular base period and the filing quarter, the regular base period wages are available on the wage
record system. However, amgority of lag quarter wages and none of the current quarter wages are
available using this system. There are three possible methods of obtaining lag and current quarter wage
information: a pure wage records system, a wage requests system, and a wage affidavits system.

a. Wage Records System

Under a pure wage record system, a state Ul agency uses the lag and current quarter wages
available on the computer system. If these wages are not available, it waits until quarterly wages
reported by a claimant’s employers become available on the computer system before making an
igibility determination usng ABP. This system might require along waiting period to determine
eligibility and violate the “ payment when due’ clause of 42 U.S.C. 8503 (a) (1) (See Section 2.3.d.).
Failure to adhere to the “ payment when due” standard could jeopardize federa grant moneys

earmarked for a particular Sate.

Because of this, no sate that has implemented the ABP law is currently using the wage record
systemto handle dl of its ABP clams; thereis a least one other system in place to handle clams when
lag/current quarter wage information is not available on the Ul computer system.



b. Wage Requests System

The wage request system is currently the most common method of obtaining lag and current
quarter wage information. Of the six States that were studied, Vermont, Maine, Washington (during the
first four weeks of the quarter), New Jersey, and Massachusetts use wage requests as the primary
method of obtaining wage information where that information is unavailable on the state Ul database.

Under this system, if a claimant’s wages are not available from the database of quarterly wages,
then wage data are requested from the base period employer(s). This system lends itsdlf to partia
automation sSnce wage requests can be generated automatically by the computer system of the U
agency. Thislimitsthe amount of paper that must be handled by loca office staff. Generdly, wage

request data are also more accurate than wage affidavit data.

However, one drawback of usng wage requestsis that they create adday between the
cdamant’stime of filing and the time a which a determination of monetary digibility can be made. This
delay isthe result of the time needed for the Ul agency to issue the request to the employer; for the
employer to receive, complete, and return the request; and for the Ul agency to receive it back from the
employer. Ancther drawback is the fact that because some employers do not respond to the wage
requests, Ul agency staff must contact them by telephone, which increases adminigrative costs. The
wage request system aso creates more paperwork for employers, increasing their administrative costs.

c. Wage Affidavits System

Using wage affidavitsis another method of obtaining wage data on a particular clamant where
these data are not available on the state Ul database. Typicdly, aclamant is asked by Ul agency staff
to complete an affidavit and present some documentation (e.g., paycheck stubs) of wages earned for
the period for which the information is not available on the sate Ul database. An digibility
determination could then be made based upon the information contained in the affidavit.



Of the gtates that have implemented an ABP, only Ohio uses the wage affidavit sysem primarily
where wage information is unavailable from the state Ul database, while New Jersey and Washington
use this system where other methods of obtaining wage information are unsuccessful.

The use of wage affidavits as part of an ABP implementation scheme has both advantages and
drawbacks. The advantage isthat they provide the most expeditious means for obtaining any necessary
wage information not available on the state Ul database.

However, Snce they require an interview with the clamant and manud entry of al missng wege
information by loca office gaff, wage affidavits are time and labor intensve. The information provided
by the claimant, upon which digibility and benefit determinations are based, is often incorrect and prone
to creating overpayments that require amendments to both the benefit amounts and the employer tax
rates. These corrections cost time and money and result in additiona administrative costs to employers
and to the state Ul agency. When overpayments are made, some party must bear theloss. The
overpayment can be subtracted from subsequent payments made to the claimant, the state Ul trust fund

can absorb the loss or, in some cases, the employer may bear some portion of the loss.

Ohio Bureau of Employment Services dtaff estimate that approximately 90% of the wage
affidavits filed do not match the quarterly wages reported and require corrections. Employers who fall
to submit quarterly wage reportsin atimely fashion eventually bear the loss via higher experience-rated
Ul taxes because they forfeit the right to correct the inaccurate information contained in the clamant’s
wage dfidavit.

d. Impact on First Payment Timeliness

Federa law requiresthat in order to receive federa Ul fund disbursements, state lawvs must be
in compliance with certain federd requirements. One of those requirements relates to the timeliness with
which theinitid benefit payment ismade to aclamant. The federd Satute states that the Secretary of
Labor “shdl make no certification for payment to any state unless he finds that the law of such State ...



includes provigon for ... full payment of unemployment compensation when due....” [Emphasis added]
42 USC 8503. The*“when due’ clause has been interpreted by administrative rule to require “ payment
of unemployment benefitsto digible daimants with the greatest promptness that is administratively
feasible” [Emphasis added] 20 CFR §640.4.

In addition to examining state laws on their face for compliance, the USDOL has dso
established actud performance standards with respect to the timeliness of Ul benefit payments. A Sate
must make 87% of itsinitid (or first) payments to clamants within 2 weeks of the end of the week
clamed. The state must dso make 93% of itsinitid (or firs) payments to clamants within 5 weeks of
the end of the week claimed.

ABP claims take more time than regular claims only in the cases where the required lag and/or
current quarter wage information is not available on the computer system. Lag quarter wages are not
available on the computer systems for a portion of the population. Current quarter wages are never
available on the computer system of the sate Ul agencies. Datafrom New Jersey from 1996 showed
that |ag quarter wage information is not available on the state Ul agency database for 54% of claimants.

If the required wage information is not available on the computer system, states use one of the
systems discussed in the previous subsections: wage records, wage requests, or wage affidavits. First

payment timeliness under these systems is discussed below.

Wage records system: As discussed in Section 2.3.a, the pure wage record system might
require along waiting period to determine digibility and violate the  payment when due’ clause of 42
U.S.C. 8503 (a) (1).> Washington was originadly using the wage records system to handle al ABP
cdams. Initsorigind ABP legidation, Washington expresdy relieved its state Ul agency of any duty to
obtain wage data on ABP claimants where such data were not dready available on the agency

2 The “payment when due” clause has been further defined by administrative rule, which states that “[a] state law will
satisfy the requirement of section [5]03 (a) (1), if it contains a provision requiring, or which is construed to require,
such methods of administration aswill reasonably insure the full payment of unemployment benefitsto eligible
claimants with the greatest promptness that is administratively feasible.” 20 CFR 640.4.
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database. Upon being informed that this provison might render the state out of compliance with federd
directives, Washington repealed this particular provision of the legidation and replaced it with legidation
providing for the use of requests for wage information where that information has not yet been reported
for aparticular clamant &t the time of gpplication.

Wage requests system: In awage requests system, the average first payment time lapse for
ABP damsis higher than for regular claims. According to sample data from Washington for 1995 and
1996, the average first payment time lapse for ABP claims was 20% higher than for regular claims.
(Washington uses the wage request system in the first four weeks of the quarter).

Under awage request system, if wage information is not available on the computer system, then
the Ul agency sends out wage requests. In most states, employers have to respond to the wage
requests within 10 days. If an employer does not respond, the Ul agency usudly tries to contact the
employer by telephone to collect some information. Monetary determination can only be made after the
relevant information has been obtained. Since this processis time consuming, these claims take longer
than cdlams where information is available on the computer sysem. However, Since these claims
congtitute only 3-4% of the totd digible dams®, they do not have a drastic effect on the overdl first
payment timeliness. None of the ABP gates that were using the wage request system were found to be
in violaion of the federa first payment timeliness sandards.

Wage dfidavit sysem: Under awage affidavit system, the first payment timelinessfor ABP
cdamsisnot different from regular clams. Since the daimants sign awage afidavit if the required wage
information is not available, ABP claims do not take longer than regular dams.

¥ ABP eligibles are 6-8% of all Ul eligibles according to “ The Alternative Base Period in Unemployment I nsurance:
Final report,” Unemployment Insurance Occasiona Paper 95-3, written by Wayne Vroman. 54% of ABP claimsresult
in wage requests according to 1996 datafrom New Jersey. Pleaserefer to Volume Il of thisreport--“Impact of ABP
on Employers’ for details.
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2.4 ONE-TIME COSTS

One-time costs are the costs incurred by states when they modify their Ul program
adminigration sysemsto handle ABP clams. These costs are incurred only when the ABP laws are
implemented. In most gates, the one-time cosgts fal into the following categories:

a. Computer programming changes

b. Hardware purchases

c. Traning

d. Changesin literature, forms, etc. and employer/clamant education

e. Policy formulation and implementation

f.  Extraprocessing due to reachback provisons

g Manud processing during the phase when computer system changes are being implemented
These costs are described below.

a. Computer Programming Changes and Computer-Related Purchases

Thisis one of the mgor costs associated with ABP implementation. Ul agenciesuse a
computer database system to record al the information related to Ul claims and to process most of the

transactions related to various claims processing activities.

The changes that are made to the Ul software will depend on the existing routinesin the
software programs and the ABP provisions that are being implemented. Some changes thet are
typicaly made to the Ul software sysems are given below. Thisligt is not exhaustive and the states may
have other changes depending on their Ul software systems.

Programming changes common to the wage request and wage affidavit sysems

Changes to the modul e that makes monetary eligibility calculations
The module that caculates monetary digibility has to be changed to include the ABP provisons.
Without ABP, this module only checks whether or not the claimant meets the qudifying requirements for

12



wagesin the regular base period. With ABP, this module would first check if the claimant meets the
quaifying wage requirements in the regular base period. If the claimant does not meet these
requirements, the module would check the claimant's digibility in the dternative base period. (For Sates
having two dternative base periods, if the claim is found monetarily invaid in the first dternative base
period, then the module will check digihbility in the second dternative base period.)

Changes to the pseudomonetary (or premonetary) calculations
During initid clamstaking, when a clamant appliesfor Ul benefits, a pseudomonetary determination is
made. Thisisan informd determination that the clamsaker usesto check if the claimant might be
eligible based on the wages present in the database. With the ABP provisions, this pseudomonetary
cdculation hasto check wagesin the dterndtive base periodsif the cdlaimant is not eigible in the regular
base period using the available wage information.

Reprogramming to allow the lag (and current) quarter wages and Employer Information to
be entered on the database’
Without the ABP provisions, the Ul software may alow only the regular base period wages and
employersto be entered. With the ABP provisions, the software has to be changed to dlow the wages
and employersin the lag (and current) quarter to be entered.

Programming to ensure that the lag and current quarter wages are not reused
If aclaimant uses his or her lag or current quarter wages, he or she cannot reuse these wages for the
monetary determination in hisher next benefit year. A module needs to ensure this. Thismodule
includes routines that dlow the Ul staff to tag the lag and current quarter wagesiif they have been used.
It also includes routines to ensure that the tagged wages are not reused.

Changes in screens

* The Ul systems of some states already allow the lag and current quarter wage information to be entered and stored
on the database.
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The screens (or conversations) that the Ul staff use for interfacing with the Ul databases will need to be
changed to include the ABP provisions. These changes may be extensive since they have to be made to

al screensthat refer to monetary determinations and calculations.

Changes in on-line help modules
The on-line help modules have to be modified to include ingtructions about the ABP law and the ABP

screens (conversations).

Changes specific to ABPs that include the current quarter
If the current quarter is used to determine digibility, then weekly wages might be needed from the
employer. Changes need to be made in the forms and modules that request wages so that weekly
wages can be requested. Once the wages in the current quarter have been used, information on the
weeks for which wages have been used needs to be stored. Thisinformation will be needed if the
clamant gpplies for Ul benefits in the next benefit year and his’her wages from the rest of the current
quarter are to be used.

Programming changes specific to the wage request system

Programming for generation of wage and separation information requests for lag and
current quarter employees
In most states, wage and separation information request forms are generated by the Ul computer
sysem. With the ABP provisions, programming changes need to be made in the on-line routines to
dlow the Ul gtaff to request wage and separation information from the lag (and current) quarter
employers. Programming changes adso need to be made in the batch (off-line) routine that prints the
wage and separation information request forms for mailing.®

Programming to monitor the wage requests

°In the case of Ohio, if lag quarter wages are not available, wage requests are not sent to the employers. Monetary
determinations are made on the basis of affidavitstaken from claimants. Monetary determinations are corrected when
the corresponding wages are obtained through quarterly wage reports. In Washington, wage request forms are
completed manually by local Ul office staff.

14



Programming needs to be done so that the Ul staff can monitor the status of the wage requests that have
been sent out. Thisincludes areport that contains information on employers who have not responded
to the requedtsin atimely fashion.

Programming changes specific to the wage affidavit sysem

Programming to make corrections to monetary determinations
The wage affidavits of the claimants are often inaccurate and need to be corrected when the employers
report the quarterly wages. Two modules need to be developed: amodule that cross-checks the
quarterly wage reports with the wage affidavits used in the ABP clams and one that makes changes to
the monetary determination based on the correct wage information.

Programming to adjust benefit amounts and tax rates
Incorrect monetary determinations based on wage affidavits may have resulted in overpayment or
underpayment of benefits and assignment of incorrect tax rates to employers. Modulesthat adjust the
remaining benefit amount and tax rates need to be developed. Modulesthat create letters to be sent to
clamants and employers informing them about the adjustments also need to be devel oped.

b. Hardware Purchases

Theincrease in the volume of monetary determinations and valid monetary clams due to ABP
provisons may necessitate the purchase of computer-related equipment such as persona computers,
computer terminds, and/or printers. For example, apersona computer and a printer were purchased

for each of the loca officesin New Jersey when the ABP provisions were implemented.

c. Training

Training isamgor component of the one-time cogts. The aff have to be
trained so they understand the ABP law and itsimplications,
trained in the new workflow and procedures resulting from the ABP-related changes,
introduced to the new and changed forms, and

15



traned in usang the modified computer system.

Training cogts include the time spent by the staff that is being trained and the training personnel.
Other components of training codts are trangportation and training materias.

d. Changesin Literature and Forms, and Employer/Claimant Education

Changes have to be made to the Ul literature to reflect the ABP law. Examples of such

changes are listed below.

New forms (such as wage request forms, wage affidavit forms)

New letters to the locd offices of the state Ul agency

Mailing to previoudy reected clamantsinforming them of their potentid digibility

Modificationsin the books or guides for employers and clamants that explain the Ul laws and
processes

Modifications in the monetary policy guide

Modifications in the operating manud for Ul agency saff

In addition to modifying the employer and claimant books or guides, other methods may be
used to educate employers and clamants. Seminars for employer education might be necessary. The
content of the benefit rights interview (BRI) aso needs to be modified to include the ABP law.

e. Policy Formulation and | mplementation

The Ul workflow and the Ul computer system will have to be changed to implement ABP.
Organizaiond changes aso might have to be made in the Ul offices to handle the ABP claims. The top
management of the Ul agencies may have to spend consderable time planning these changes and
managing their implementation.

16



f. ExtraProcessing dueto Reachback Provisons

Some gtates have implemented retroactive ABP provisions that modify the monetary
determinations of some claimants who had applied for benefits before ABP became effective. The Sate
Ul agency might incur a considerable one-time cost for reprocessing such clams. (The Ohio Bureau of
Employment Services and the New Jersey Department of Labor both incurred such acost.) The
volume of claims due to reachback provisions depends on how far back the provisons extend. Since
most of these cases have to be handled as exceptions, their average processing time is greater than that

for anon-reachback claim.

If the reachback provision requires the claims to be adjusted back to the date of the origina

indigibility finding, a number of steps must be undertaken:

Mass mailing to al identified claimants to advise them of the aternative base period provisons

Andyss of daims and wage information for each clamant

Deletion of al subsequent dlaims and their findings

Entry of origind indigible damswith new findings

Redlocation of payment from the subsequent benefit year to the weeks in the redetermined origind
benfit year

Adjustment of payment amount since the weekly benefit amounts may differ between the old and
new benefit years. Supplemental payments are made or overpayments are established as gppropriate.

Adjustment to employer charging

Resolution of subsequent employer inquiries rdated to quarterly employer charging statements

g. Manual Processing while Computer System Changes are | mplemented

If the computer system changes are not implemented at or before the time that the ABP
provisons of the law come into effect, the extralabor hours needed to manually handle the claims until
the computer system changes are implemented may become a significant cost item. For example, when
the ABP provisions became effective in Ohio in October 1988, there was no system in place to handle
the added processing. Initidly, dlams personnd delayed processing of al applications that would have
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been disdlowed under the regular base period. 1t was mid-November before the Ohio Bureau of
Employment Services was able to put in place a system to determine clams under the ABP. Manud
handling of these claims was a sgnificant cost. (See Section 5.1 for a detailed explanation of Ohio’'s

experience with thisissue))

2.5 ONGOING COSTS

The ongoing cogts are the increase in the everyday costs of Ul program administration
associated with the ABP laws. Ongoing codts arise from two sources:
a Cogs associated with incressed claims volume due to ABP
b. Costsof added procedures associated with ABP

a. CostsAssociated with Increased Volume of Eligible Claims dueto ABP

The ABP criteriaresult in more dlamants becoming monetarily digible for Ul benefits. This
leads to an increase in the claims volume for non-monetary determinations, gppeds, first payments and
continued clams. Thisin turn results in increased cogts of handling Ul cdlams for each of these activities.

b. Costsof Added Procedures Associated with ABP

Some of the benefit activities need to be modified to handle ABP claims. Procedures have to
be added to the initid clamataking and monetary determination activities to determine ABP digibility.
Other activities such as non-monetary determinations, gppedls, and continued claims do not usualy
require any additiona procedures.

The modifications needed to the initid claimstaking and monetary determination activities
depend on the system that is being used to obtain lag and current quarter wage information that is not
available on the computer sysem. The additiona ABP related activities for the wage request and wage
affidavit system are described below.
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Added procedures in the wage requests sysem

The following activities may need to be added to the claimstaking process:

If aclamant does not qualify for monetary digibility under the regular base period, the
clamstaker determines if information on any lag or current quarter wages is available in the Sate
Ul agency database. If it is available on the computer system, the claimstaker questions the
clamant to determine if the wage information is complete. If it is complete, then the dlamstaker

makes amonetary determination using the ABP criterion.

If lag or current quarter information is not available on the computer system, the
clamsaker questions the claimant to determine if he or she had any wagesin the lag or current
quarter. If there were no wages during these periods, then the claimstaker makes a
determination using the available wage information.

If the claimant says that he or she had some wages in the lag or current quarter, then the
clamgaker inquiresif there were employers other than those in the regular base period. If so,
the clamstaker obtains information about them from the claimant and entersit on the computer
system.

The daimdaker then explains ABP digibility criteriato the damant and informs him or
her that use of wage creditsin the lag or current quarter may affect eigibility with respect to
future clams. The claimant then decides whether to pursue the ABP option.

If the claimant does not pursue the ABP option, the claimstaker makes the appropriate
entry on the computer system and makes a monetary determination based on the available wage
information. If the dlaimant wishes to pursue the ABP option, the clamstaker sends wage
requests to lag and/or current quarter employers and explains to the claimant that additiona
information is being requested.
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The following activities may need to be performed to handle replies to wage requests:

Ul personnd sort the responses to wage requests and put them in the appropriate files.

They prioritize the wage requests so that the oldest ABP clams are handled first and
check the wage requests for missing information. If no information is missing, they enter the
information in the computer system and make a monetary determination using ABP criteria

If any information is missing, they contact the employer using telephone / facamile. If
they are able to obtain the missng information from the employer, they enter it in the computer
system and make a monetary determination usng ABP criteria.

In some gtates, if the information cannot be obtained from employers, the Ul personnd
cdl the clamant and schedule him or her to return to the locd office for awage affidavit. They
ask the clamant to bring proof of earnings, such as pay stubs.

In the wage affidavit process, the Ul personnd fill out an affidavit containing the wage
information about the lag and/or current quarter, get it Sgned by the clamant, enter this
information on the database, and make the monetary determination using the ABP criterion.

Added procedures in the Wage Affidavits System

Under awage affidavit system, awage affidavit process has to be added to the clamstaking

process, and a correction process has to be put into place to handle incorrect information in the wage

affidavits. These processes are described below.

The following activities may need to be added to the claimstaking process:
If the claimant does not qudify for monetary digibility under the regular base period, the
clamgaker determinesif any lag or current quarter wages are available on the state Ul

computer system.



If the lag or current quarter wages are available on the computer system, the claimstaker
quedtions the clamant to determine if the information is complete. If the information on the
computer system is complete, the clamstaker makes amonetary determination using the ABP

criteria

If lag or current quarter information is not available on the computer system, the
clamstaker questions the clamant to determine if he or she had any wagesin thelag or current
quarter. If the clamant did not have any wagesin the lag or current quarter, then the

clamstaker makes a determination using the available wage informetion.

If the claimant indicates that the lag or current quarter employment information is not on
the Ul computer system, then the dlaimant’ s affidavit is used to obtain thisinformation. The
clamant lists lag or current quarter wage and employer information on awage affidavit form and
sgnstheform. If required by state Ul law, the claimant presents pay stubs or other proof of
employment to the clamgiaker.

The following activities may need to be added to the corrections process.
When the state agency receives the quarterly wage report from the employer, the Ul
personnel examine the list of damants for whom wage affidavits were used.

If there is a discrepancy between the information in the wage affidavit and the
information in the quarterly wage reports, the monetary determinations are amended based on
the wage information in the quarterly wage reports. The remaining weekly benefits given to the
clamants are adjusted so that the tota benefit amount is correct.

If the claimant has dready been paid benefits that are more than his or her tota
corrected benefit amount, then he or sheisinformed of this and may be asked to refund the
amount of the overpayment. Appropriate adjustments may aso made to the employer tax rate.
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The above three activities can be automated by making the changes described in
Section 2.4.ato the computer system.

c. Costsassociated with Interstate and Combined Wage Claims

Interstete dlaims

Interstate wage claims are those in which a claimant has wages in one state (the liable Sate) but
agopliesfor Ul benefitsin another dtate (the agent tate). In such a case, dthough the agent state handles
theinitid clamgaking, the ligble sate makes the monetary determination. In case of an ABP cdaim, the
liable sateis aso responsible for obtaining wages from lag and current quarter employers.

Since the monetary determination is handled by the ligble state, ABP does not lead to extra
processing codts for the agent Sate.

The modifications that the ligble state has to make to its inter-state processes are smilar to the
modifications to its intra-tate processes. The only differenceis that Since the clamant cannot come to
the Ul office, the exchange of information takes place by telephone, fax, or mail. In the sudy
conducted in New Jersey, the estimated increase in timein initid dlaimstaking and monetary
determination processes for inter-state claims was not significantly different from the intra-state clams.
The increase in the annual ongoing costs due to ABPin New Jersey were estimated to be $79,876 for
inter-gtate claims. This was 6.3% of the total increase in annual ongoing cogts due to ABP
($1,264,577). New Jersey’s costs may be higher than the costs in other states because New Jersey
has implemented a complicated and extensve st of digibility options.

Combined wage dams

Combined wage clams are those in which the clamant has earnings in more than one sate. If a
clamant isineligible under the regular base period of the state where he or she filed the claim, then



his’her digibility usng the regular base period criteriain other states where he or she had earningsis
examined. If the clamant is not monetarily eigible under the regular base period of any of the involved
dates, then hisher digibility is examined under the dternative base periods of the involved states (if the
involved states have aternative base periods). Although the ABP laws make the processing of
combined wage clams more complicated and time-consuming, the volume of combined wage ABP

clamsisnot large enough to sgnificantly increase the cogts to the State Ul agencies.



3. NEW JERSEY ABP EXPERIENCE

3.1 UI LAWSIN NEW JERSEY

The Ul lawsin New Jersey that are relevant to this sudy are summarized below.

Table3.1: Ul Lawsin the State of New Jer sey

Qudifying requirementsin the base period

20 weeks of work with weekly wages of
20% of SAWW or 20 weeks of work with
wages of 20 x gate minimum hourly wage,
or 12 x SAWW in base period, or 1,000

hours of farm labor.

Weekly benefit amount (WBA) 60% + d.a.
Duration of benefits 26 weeks
Experience rating systen? Reserveraio
Time needed to qudify for rate based on experience 3years
Didribution of benefit charges Proportional

Maximum benefit amount

¥, Base period income

Source: Highlights of State Unemployment Compensation Laws January, 1997 issued by the
Nationa Foundation for Unemployment Compensation & Workers Compensation

SAWW: Statewide average weekly wage

AWW: Average weekly wage of employee. It is computed by dividing the total earnings by the number
of base period base weeks, i.e. AWW = Tota earnings/ # of base weeks

d.a: Dependency dlowance
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Regular base period: Firg four of the last five completed cdendar quartersimmediately preceding the
filing of thedam

First alternative base period: Last four completed calendar quarters immediately preceding the filing
of thedam It may be used only if damant is monetarily indigible under the regular base period.
Second alternative base period: Last three completed calendar quarters immediately weekly
preceding the filing of the daim plus weeksin the filing quarter prior to filing of the dlaim. It may be used
only if damant is monetarily indigible under the regular base period and the first dternative base period.

3.2 ABPRELATED LEGAL CHANGESIN NEW JERSEY

a. Background and Reasonsfor Change

In 1984, the base year period that was used to establish monetary digibility in New Jersey was
the first 52 of the last 53 weeks preceding the date of the claim. At that time, an individua would have
had to have earned at least $30 in each of the 20 base weeks or atotal of $2200 during the base period
to qudify for benefits.

In 1984, the New Jersey Unemployment Compensation Law was amended, which ultimately
changed the base year to the first four of the last five completed quarters, raised the base week amount
to 20% of the statewide average weekly wage (SAWW) ($126 in 1995) and the dternative earnings
amount to 12 times the SAWW ($7600 in 1995).

The 1984 changes to the base year period made the digibility process faster and more efficient
by enabling the New Jersey Department of Labor (New Jersey DOL) to switch from awage request to
awage record system. However, the amendments increased the amount of time required before an
individud's wages could be used to establish clams digibility. In addition, while the new base weeks
and earnings criteria provided automatic adjustments without additiona legidation, they resulted in large
increases in the monetary requirements for establishing dams digibility.
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The 1995 amendments that introduced ABP were prompted by concernsthat New Jersey's
base year period may have been unfair to those individuas recently entering the labor market and that
the high base week amount may have excluded low-wage earners. The amendments are described in
the next subsection.

b. Overview of the 1995 Amendments

The 1995 amendments that introduced ABP provided the following schedule of changesto the
monetary determination process for clams determined invaid using the regular base year/base week

amount.

Effective July 1, 1995, an dternative base year (dternative base year #1) that conssts of the
four most recently completed cdendar quarters preceding the date of the claim is established.

Effective October 1, 1995, a second dternative base year (dternative base year #2), whichiis
to be used if the dam is il invaid after testing vaidity using the regular and dternative base year #1
base years, isestablished. Alternative base year # 2 conssts of the three most recently completed
caendar quarters preceding the date of claim and weeks in the filing quarter prior to the date of the

dam.

Effective January 1, 1996, an aternative base week amount that is equa to 20 times the Sate
minimum hourly wage ($101 in 1996) and an dterndtive earnings test equa to 1000 times the State
minimum hourly wage ($5100 in 1996) is established.

The above amendments result in fifteen digibility provisons for unemployment insurance

benefits, which are gpplied in a definitive sequence. Only by failing the prior provisons may aclamant
quaify for benefits under a subsequent provison. These fifteen provisons are listed in Appendix | A.
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3.3 ONE-TIME COSTSIN NEW JERSEY

This subsection describes the information that was collected on the one-time costs of
implementing the ABP provisions of the New Jersey Ul law. As explained in the previous subsection, in
addition to two dternative base years, provisons with an aternative base week amount and an
dternative earnings test were dso implemented in New Jersey. The adminigtrative cogts discussed in
this section result from al the changesin New Jersey law pursuant to the provisions of Chapter 234,
P.L. 1995 of the New Jersey Unemployment Compensation Law (i.e. dl the changes that were
described in the previous subsection). |f New Jersey had implemented provisonswith only two

alternative base years, then the costs of administering these changes would have been lower .

The New Jersey Department of Labor estimated the one-time costs of implementing ABP to be
$1,391,519. The sub-categories and the corresponding costs are;

Table 3.2: Estimates of one-time costsin New Jer sey

Category Costs

Computer programming costs $223,500
Training $606,504
Computers & printers $214,195
Other support personnel $347,320
Total $1,391,519

Source: New Jersey Department of Labor

a. Computer Programming Costs

The Ul computer system of the New Jersey Department of Labor is known as LOOPS.
Changes were made to several on-line and batch conversations of LOOPS to handle the ABP
provisons. Some new conversations were aso added. The changes were carried out by the Office of
Telecommunication and Information Systems (OTIS), which is a part of the New Jersey Department of

the Treasury. No outside contractor was used for computer programming.
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An estimated 2,320 hours were spent on making the required changes. Thetotal cost of
these changes was estimated to be $223,500.

The modified or new conversations and the corresponding number of modules that were
changed or created are listed below.
A200 on-line conversation modifications - 3 modules
A new fidd "MON CRITERIA," showing the criteria used to caculate the monetary
entitlement, was added to the Basic 1 inquiry screen. In addition, anew screen, "Employer Forms,”
showing the wage request forms was created.
C200 new on-line conversation for Pre-Monetary using the four most recently completed quarters -
4 modules
C300 new on-line conversation for Pre-Monetary using the three most recently completed quarters
and the current quarter- 4 modules
C010 on-line conversation modification - 7 modules
Changes were made so that avalid monetary determination is not automeatically based on an
dternative earnings test. These changes ensure that the fifteen digibility criteria are tested in the correct
order and that the appropriate wage request forms are sent to the employers.
D010 on-line conversation modifications - 4 modules
D020 on-line conversation modifications - 5 modules
Changes in the above two conversations ensured that the correct forms were sent to the
employers. The monetary determination criterion for UCX and UCFE claims were aso modified.
D050 on-line conversation modifications - 5 modules
Severd changes were made to D050 to ensure that ABP provisions were implemented.
3 common modules for on-line conversation modifications
3 ICON on-line program modules and 7 ICON batch program modules
10 modules for new batch programs to produce forms, and management and statistical reports
1 module for modifications to existing batch program to produce monthly statistica reports
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A method to track claims that uses wages from the current quarter to ensure that these wages are
not used on subsequent claims

Module(s) for producing the 21-day report that contains information about replies to the wage
requests

The tasks for the above modifications were performed in three phases, and are listed below.
Phase 0
Problem definition, preparation of time and cost estimates
Collection and study of exigting documentation
Interviewing users on the problem
Phase |
Identification of data elements and relationa changes
Preparation of specifications for system changes
Review of changeswith users
Revison of screen layouts
Update of records/segment definitions
Preparation of converson plans and specifications
Coding and compilation of program changes and addition
Test of modules
Phasell
Preparation of system acceptance test plan
Preparation of system acceptance test files
Preparation of system acceptance JCL
Conduction of system acceptance test
Operations review and acceptance
Production moves and start-up
Pogt-implementation support



b. Training

Training was a mgor component of the one-time costsin New Jersey. An extensive training

program was undertaken to train:

managers,

Ul technicians,

senior claims examiners,

Ul clerks,

appeds examiners,

referees and members of the Board of Review,

investigators from Benefit Payment Control Section,

Ul technicians from the Quality Control Office, and

labor market andysts from the Planning and Research Group.

A combined tota of 35,385 hours of training was planned for the staff of the various offices of
New Jersey Department of Labor. A total of 308 hours of ingtructor time was scheduled. Trainee
manuas and other training materiads were dso purchased. Thetotal training cost was estimated to
be $606,504.

Appendix | C shows a detailed training plan for implementation of the aternative base year

provisons.

c. Computersand Printers

A persona computer and a printer were purchased for each of the 32 fidd offices. Five
controllers were aso purchased. These computers purchases were based on the estimated increasein
computer time spent ininitia claimstaking and monetaries. Thetotal cost of these pur chases was
estimated to be $214,195.



d. Other Support Personne

Other support personnd included a computer operator, a senior technician - m.i.s,, an
adminigrative anadys, an auditor, an investigator, four appeals examiners, and apostd clerk. Thetotal
cost of these personnel was estimated to be $347,320.

3.4 ONGOING COSTSIN NEW JERSEY

The New Jersey Department of Labor was unable to provide estimates of the ongoing of ABP
because there had been no study to estimate the times required for the various Ul processes after ABP
implementation. Therefore, as part of work reported here, ongoing costs of administering ABP were
studied. The ABP procedures were mapped out in detail and the time it takes to complete each
process was estimated. These estimates were then combined with the volume of ABP clams and the
wages of Ul gaff to arrive at an estimate of the ongoing costs of administering ABP. The study is briefly
described below.

Interviews with Department of Labor Administrators

Thefirg activity wasto interview program administrators responsible for policy formulation and

implementation, programming, training, fiscal affairs, and record-keeping. The interviews provided

ingght into ABP related processes and interactions and links between the processes.

Listing and flowcharting the processes used to handle Ul claims

The processes used to handle Ul clamsin New Jersey were categorized as follows:

Initid daimsteking

o o

Monetary determinations

o

Non-monetary determinations

d. Appeds
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e. Continued dams
f. Benefits Rights Interview
0. Higibility Review Interview

Processes (@) to (e) were further divided into subprocesses. The processes of initid
clamstaking and monetary determination were flowcharted. These are the two main processes that are

sgnificantly affected by ABP. (Thelist of processes and flowcharts are provided in Appendices | D
and | E respectively).

I nterviews with local office staff

Once the processes were identified and categorized, and links established, the next step was to
conduct a telephone survey of hdf of the local offices of the New Jersey Department of Labor to
estimate the time spent on ABP clamsfor the various Ul processes. Prior to the telephone interviews,
the information requirements, flowcharts and list of Ul processes were sent to the local offices. The
locd office managers and the supervisors of the locd office departments were interviewed. Information
about the following issues was obtained from them:

a) The processes used to handle Ul claims and the changes in processes due to the dternate
provisons

If there were deviations from the ligts and the flowcharts that were sent to the locd offices, they

were discussed and documented.

b) Edtimates of the average time per ABP claim spent on the Ul processes and subprocesses

Thiswas the focus of the interviews. For each subprocessin the ligt, estimates of the average
time per ABP dlam were obtained. Thelist of subprocesses was modified if the loca office being
interviewed handled ABP claims differently. Time estimates of the additiona subprocesses (if any) were
also obtained.
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) Edtimates of the number of times the subprocesses are performed (as a percentage of initia
dams)

All the subprocesses are not performed for dl the ABP claims. For example, the subprocess
“add missng employers’ will only be required for the dlamants for whom the list of employersin the Ul
database is not complete. For each subprocess that might not be performed for al the ABP claims,
egimates of the number of timesit was performed (as a percentage of initid claims) were obtained.

d) The processes where the dternative provisions have increased the time spent and the reasons
for the increase

Information about the processes where ABP has increased the time spent was obtained. The
reasons for the increase were discussed with the local office supervisors, and their comments were

noted.

e) Categories of the Ul gtaff performing the Ul processes and their approximate wages
Thisinformation was obtained from the locd offices. The range of wages for the various

categories was aso obtained.

During the interviews, emphasis was placed upon collecting information regarding (b) and (),
i.e., estimates of the average time required for the subprocesses and the frequency of the subprocesses.
In addition to the issues mentioned above, other related issues such as claimant characteristics were
discussed. The suggestions of locdl office saff on possible improvements to the ABP law and its
implementation were aso obtained. VVolume data for each of the major processes was obtained from

the Office of Labor Research and Analyss.

Construction of Cost Modd

A mode to caculate the ongoing costs was congtructed in Microsoft Excdl. The following steps

were used:



a) The mean and median of the sample of the average time estimates for the various subprocesses
from the locdl offices were caculated. It was observed that the mean of the sample was considerably
higher than the median, indicating that there might be some high outliers. Thus, the trimmed mean was
used to estimate the average time required for the various subprocesses. The formula used to caculate

the trimmed mean is given below.

Let T be the esimate of the average time (in minutes) for subprocessi obtained from the local

officej; Let m be the number of local offices surveyed. Then the trimmed mean of the estimates of the

average time (in minutes) for the subprocessi,

3

_ _é tij - max(tjj) - min(tjj)
t =1=1 | |

m- 2

b) For each subprocess that is not performed for al the ABP claims, the mean of the estimates of
the number of timesit is performed was cdculated. This mean was used as an estimate of the number
of times aprocess is performed (as a percentage of initia clams). The following ca culation was used:

Let p, bethe estimate of the number of times subprocessi is performed ( as a percentage)

obtained from the locd office j; then the estimate of the number of times subprocessi is performed is

_ap,

m

p.

C) For each mgjor process, the estimates of the average time of the subprocesses were combined
with the number of times the subprocess is performed and totaed to arrive at an estimate of the average

time for the process. The following formulawas used:

Let process k consist of subprocesses a, atl, ..., b; then the estimate of the average time per

clam for the processk,



b
[o]

a p)

kK™ b-a+1l

d) Let Vi bethe estimate of the number of times that the process k isimplemented in ayear for
ABP clams. V. isbased on the volume of task dementsin 1996. This data was provided by the New

Jersey DOL. For second monetary interviews, non-monetary determination, gppedls, continued claims,
and ERIs, ABP volume was multiplied by 0.61 to account for claimants who would have used the
regular base period if ABP provisonswere not available. (A study conducted by the Washington
Employment Security Department estimated that 39% of claimants who are digible under ABP would
have used the regular base period after the end of the filing quarter if ABP provisions were not

avaladle)

€) Thetotal annua ongoing cogts were caculated by combining the estimates of the average time
per claim for the processes, the number of times the processes are performed, and the approximate
wages of the staff performing the processes.

Let C« be the average hourly wage rate of the Ul staff person performing process k

Then, the estimate for total annud ongoing cost is

C=a4(, c w
Results
The annual ongoing costs of implementing ABP in New Jer sey are estimated to be
$1,264,577. The main assumption underlying thisfigure is that the Ul personnd would be fully utilized
without ABP and any increase in activity due to ABP resultsin additiona coststo New Jersey. In
redity, some of the Ul personnel may not be fully utilized and some of the increased activities may be

performed by the underutilized Ul personnel.

The costs would have been lower if New Jersey had implemented a smdler and smpler set of
ABP options (as other ABP states have).



Table 3.3 summarizes the results of the New Jersey sudy. The estimated times for the
processes were obtained using the formulae explained earlier. The estimated volumes were obtained by

extrapolating the volumes of the first four months of 1996, which are given in Appendix | F.



TABLE 3.3: ESTIMATE OF ANNUAL ONGOING COSTSOF ADMINISTERING ABP LAW IN NEW JERSEY

Intrastate Interstate
Estimated Estimated Approximate
Estimated incremental Estimated incremental hourly wages for
incremental time | number processed| incremental time | number processed the staff Cost*
in minutes (Tk)l dueto ABPinan| in minutes (Tk)l dueto ABPina | performingthe
year (vi)? year (vi)? process (G)°
INITIAL MONETARY INTERVIEW 17.99 28,302 20.50 1518 $24.93 $224.494
HANDLE REPLIES TO WAGE
REQUESTS 11.04 61,927 8.00 2,367 $16.60 $194,446
SECOND MONETARY INTERVIEW 36.31 14,247 29.73 555 $32.03 $284.965
NON-MONETARY DETERMINATION 45.35 8819 84.00 472 $22.87 $167,524
APPEALS (lower) 204.27 1,207 204.27 61 $27.67 $119.410
APPEALS (higher) 240.00 149 240.00 8 $30.63 $19,281
CONTINUED CLAIMS 2.88 267,793 9.00 11,460 $13.42 $195,837
ELIGIBILITY REVIEW INTERVIEWS
(ERI) 20 11,312 20 1,792 $13.42 $58,619
Estimated annual ongoing costs of implementing ABP law in New Jersey = | $1,264,577 |

! The time estimates are based on the survey of New Jersey local offices. Formulae used to calculate the time estimates are explained in Section 3.4

2 The estimates are based on volumes of task elements for the processes in 1996. This information was provided by the
Program Analysis and Evaluation Division of the New Jersey Department of Labor. For the activities of second monetary interview,

non-monetary determination, appeals, continued claims, and ERIs, the volume was adjusted to account for claimants who would have
used delayed filing under the regular base period. See Section 3.4 for details.

% The approximate hourly wages are based on information obtained from the New Jersey Department of Labor.

* Formulae used to calculate the costs are explained in Section 3.4




4. WASHINGTON ABP EXPERIENCE

4.1 Ul LAWSIN WASHINGTON

The Ul lawsin Washington (that are relevant to this study) are summarized in the table below.

Table4.1: Ul lawsin Washington

Qudifying Requirements in the base period

680 hours of work

Weekly benefit amount (WBA): 1/25 2HQ'sWBA

Maximum duration of benefits 30 weeks

Duration of benefits 1/3 x (number of base weeks)
Experience reting system: Bendfit rtio

Time needed to qudlify for rate based on 2 years

experience

Didribution of benefit charges Proportiona

Maximum benefit amount

1/3 x Base Period Income

Source: Highlights of State Unemployment Compensation Laws January, 1997 issued by the
Nationa Foundation for Unemployment Compensation & Workers Compensation

SAWW: Statewide average weekly wage

AWW: Average weekly wage of employee. It is computed by dividing the total earnings by the number
of base period base weeks, i.e. AWW = tota earnings’ number of base weeks

HQ: High Quarter

Regular Base Period: Firgt four of the last five completed calendar quarters immediately preceding the

filing of the daim.




Alternative Base Period: Last four completed caendar quarters immediately preceding the filing of
the daim. It may be used only if claimant is monetarily ingligible under the regular base period.

4.2 HISTORY OF ABP LAW AND REASONS FOR CHANGE

The higtory of the ABP law in Washington and the reasons for changesin the ABP law are

given below.

In May 1986, James Duncan filed a class action lawsuit againgt the Washington Employment
Security Department seeking a determination that unemployment benefits in the State of Washington are
not paid as promptly asisadministratively feasble (U.S. Digtrict Court Duncan v. Turner, No.C86-
227T). Mr. Duncan had been denied benefits because he did not meet the 680 hour digibility criterion
in the base period conggting of the first four of the last five completed caendar quarters. He would
have been digible for the benefits if the base period had been the last four completed cdendar quarters.

In April 1987, the Sate legidature passed alaw (RCW 50.04-020) providing claimants the
option of usng an dternative base year. According to the law, the Washington Employment Security
Department shdl initidly use the first four of the last five completed calendar quarters as the base year
(regular base period). If abenefit year is not established using the first four of the last five cdendar
guarters as the base year, the department shall use the last four completed calendar quarters as the base
year (alternative base period).

The aove law further stated that the computations using the last four completed caendar
quarters shal be based on available wage items processed as of the close of business on the day
preceding the date of gpplication. Wage items not processed at the time of application shal become
available to the claim as they are added to department systems.

In June 1987, Mr. Duncan filed a brief to make the department set up wage requests for the lag
quarter. He contended that under the new law, unemployment benefits would still not be paid with the
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greatest promptness adminidratively feasible. The Washington State Labor Council and the
Washington State Building Trade Council filed an amicus brief in support of Mr. Duncan.

In August 1992, the Washington Employment Security Department asked the U.S. Department
of Labor to exempt the ABP clams from first pay timeliness requirements.

In October 1992, the US Department of Labor regjected Washington's request for timeliness
exemption for ABP. It dso found the state to be out of conformity with the "when du€e" provison of the
Socia Security Act. It stated that the Washington ABP law did not require the Washington
Employment Security Department to take initiative and that Washington was not paying benefits with the
greatest promptness that was adminidtratively feasible.

In January 1994, the Washington Employment Security Department requested the State
legidature to modify the ABP law to bring Washington into conformity with federd regulations.
The part of the law that read
[w]age items not processed at the time of application shall become available to the claim as they
are added to department systems. The department shal not be required to make employer
contacts or take other actions that would not be applicable to claims based on the first four of
the last five completed caendar quarters. ...
was changed to “[t]he department shall promptly contact employers to request assstance in obtaining
wage information for the last completed calendar quarter if it has not been reported at the time of initiad
goplication.”

4.3 ONE-TIME COSTSIN WASHINGTON

The Washington Employment Security Department was able to provide the sudy with one time
costs only for making the changes to the computer system. It had no information on costs rdating to
training, changesin literature and forms, employer and clamant education, and policy formulation and
implementation.



The gtaff who made the changes to the computer system estimated that it took 500 hours for
coding and 1500 hours for deciding computers system policies and procedures, designing forms,
communication, and system testing. The loaded hourly rate of the people making these changesis $32.
Thus, thetotal resource cost of making the changesto the computer system is $32/hour x
2000 hour s = $64,000

4.4 ONGOING COSTSIN WASHINGTON

The Washington Employment Security Department was unable to provide estimates of the
ongoing costs due to ABP because there had been no study to estimate the times required for the Ul
processes after ABP implementation. Therefore, we studied the ongoing costs of implementing ABP.
Flowcharts for the ABP processes were constructed. The time it takes to complete each process was
estimated by ether interviewing experts or from previous studies. These estimates were then combined
with the volume of ABP clams and the wages of Ul dt&ff to arrive a an estimate of the ongoing costs of
adminigering ABP. Theresults of the study are given below.

ABP Processesin Washington

Washington is unique in the way it handles ABP since it uses wage requests only in the firgt four
weeks of the quarter. According to the Washington law, the department is required to contact
employersto request assistance in obtaining wage information for the lag quarter if it has not been
reported a the time of initia gpplication. Thus, the Washington Employment Security Department
requests lag quarter wage information from employers only during the first four weeks of the quarter.
During the rest of the quarter, the department assumes that employers have aready reported the wages
and expedites their entry into the computer system for timely monetary determination.

Like other gates, in Washington, only the initid damstaking and monetary determination
processes have been changed. Other processes, such as non-monetary determinations, appeds, initial
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clams, and continued claims do not require any changes. However, these processes have additiona

ongoing cogts due to ABP because of the increased number of monetarily digible clamants.

The additiond stepsin theinitid clamstaking and monetary determination processes are shown
in FHgure 1. If the damant is monetarily indigible using the regular base period, then an ABP daim is
attempted using the wage information on the computer system. If the lag quarter wages are available on
the computer system, then a monetary determination is performed. Otherwisg, if it isthe first four
weeks of the quarter, then the Job Service Center (JSC) mails aletter to the employer requesting lag
quarter wages. The response to the wage request is voluntary. If the employer wishesto respond, it
sends the information to the locd didtrict tax office (DTO). The DTO enters the informetion into the
computer system. If the lag quarter wages are not available on the system and the claim is not filed
during the first four weeks of the quarter, then the JSC keys the employer account number into a specia
ABP screen. The entries into this screen are generated in areport generated in the centrd office. The
central office finds the employers tax reports and keys them into the computer system. Priority is given
to the keying of these employer reports. The JSC performs valid monetary determination using the lag
quarter information entered by the DTO (from wage request) or the Central Office.

Cost Cdculations and Results

The ongoing costs were calculated in two aress:
ongoing costs due to additiona process steps
ongoing cogts due to increase number of monetarily digible clamants

Ongoing costs due to additional process steps

Steps needed to be added to the initid claimstaking and monetary determination processes.
These were described briefly in the previous subsection. Figure 4.1 contains the flowcharts of the
processes added due to ABP. The estimated annual volume of each activity and the time for each
activity are dso given. Based on 1995 data, 53,886 claimants were found monetarily indligible for
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clams under the regular base period. Thus, monetary digibility usng the ABP criterion was attempted
for these clamants. Based on New Jersey data, last quarter wage information is available for 46% of
the clamants. Thus, avaid monetary determination based on ABP can be set up for 46% (annua
volume: 24,788) of the clamants. For the remaining 56% claimants, wage requests were sent to
employersin the first four weeks of the quarter (annual volume: 17,244). JSC entered the employer
account number into the computer for an estimated annua volume of 14,959 clamants. Table 4.2
contains the caculation of the ongoing cogsin initid camstaking and monetary determinations. The
annud cost of each added activity is caculated by multiplying the annud volume of the activity, the time
to process one unit of the activity, and the loaded wage rate of the person performing the activity. The
total estimated annua cost of added activities dueto ABP is $170,039.
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Table 4.2 Ongoing Costsin Washington due to Additional Activities

Estimate of averagetime|  Annual Loaded hourly
- Annual cost of
to process one unit of volumeof |wage rate of person activit
activity (minutes) activity performing activity y
The ABP claim process is explained to the claimant 35 53,886 | $ 23.04 | $ 72,423
ABP claim is attempted; JSC keys in ABP claim rather
than regular claim 1 53,886 | $ 23.04 | $ 20,692
JSC mails employer aletter requesting lag quarter wages 3.5 17244 1 $ 23.04$ 23175
JSC pulls the copy of the wage request letter and checks
the DO6/D08 screen to determine whether wages are in the
computer system. 1 17,244 | $ 23.04 | $ 6,622
JSC keys employer account number into special ABY
screen (R14) 1 14959 | $ 23.04 | $ 5,744
DTO enters wage information 2 14,140 | $ 2540 | $ 11,972
Report generated to central office to find and pull those
employers' tax reports. Wage reports are priority keyed in One full time person
the central office $ 1656 | $ 29,411
Total $ 170,039
Table 4.3 Ongoing Costsin Washington dueto Increased Volume
Annual
Time to process one unit|  volume of w Lzarc;eg :foug)éon Annual cost of
of activity (minutes) | activity (due Zgormin agtivi i activity
o ABP) |P g activity
Non-monetary determinations 30.5 7515 | $ 2477 | $ 94,616
First payments and continued claims 1.25 128,220 23.04| $ 61,545
Annual
o volume of Annual cost of
Cost per activity activity (due activity
to ABP)
$186 1,086 $ 201,975
Total $ 358,136
TOTAL ESTIMATED ANNUAL ONGOING COST IN WASHINGTON $ 528,175

The sources of the above figures and the method used to arrive at the above figures are explained in Section 4.4




Ongoing costs due to increased number of monetarily eligible claimants

Since the number of monetarily eigible camants increases due to ABP, the number of non-
monetary determinations, appedls, first payments, and continued claims also increases. Table 4.3
contains the calculations of the cogts of the additional volume of these activities. The time to process
these activitiesis based on interviews of Ul personnd in Washington.
The annua volume figures are based on the following assumptions:

6% of the total non-monetary determinations, appedls, and first payments are due to ABP (based
on the information that 6% of digible claimants in Washington from April 1987 to December 1996 used
the ABP option).

39% of the claimants eigible under the ABP criterion would have used the regular base period after
the end of thefiling quarter if ABP provisons were not available (based on a study done by the
Washington Employment Security Department).

ABP digibles in Washington clam Ul benefits for an average of 14.8 weeks (based on the data
about ABP digibles in Washington from April 1987 to December 1996 ).

The loaded hourly wage rates of the personnel performing the activity were provided by the Washington
Employment Security Department. The annua cost of each activity was calculated by multiplying the
time to process one unit of each activity, the incremental annua volume of each activity due to ABP, and
the loaded wage rate of the person performing the activity. The total estimated annua cost of the
increased volume of appeals, non-monetary determinations, first payments, and continued claims due to
ABPis$358,136.

Thus, thetotal increase in the annual ongoing administrative costsdueto ABP in
Washington is estimated to be $528,175. The main assumption underlying this figure is thet the Ul
personne would be fully utilized without ABP and any increase in activity due to ABP resultsin
additiond costs to Washington. In redity, some of the Ul personnel may not be fully utilized and some
of the increased activities may be performed by the underutilized Ul personnel.



5. INFORMATION COLLECTED FROM OTHER STATES

5.1 COSTSIN OHIO

a. Ul lawsin Ohio

The Ul lawsin Ohio that are relevant to this sudy are summarized below.

Table5.1;: Ul Lawsin Ohio

Qudifying requirements in the base period 20 qudifying weeksin base period with AWW of
27.5% of SAWW

Weekly benefit amount (WBA): 50% + d.a

Maximum duration of bendfits 26 weeks

Duretion of benefits 20 + 1 qudifying week over 20

Experience raing system: Reserve Ratio

Time needed to qudify for rate based on 16 months

experience

Didribution of benefit charges Proportional

Maximum benefit amount %2 X base period income

Source: Highlights of State Unemployment Compensation Laws January, 1997 issued by the
Nationd Foundation for Unemployment Compensation & Workers Compensation

SAWW: Statewide average weekly wage
AWW: Average weekly wage of employee
d.a.: Dependency alowance
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Regular Base Period: Firg four of the last five completed calendar quarters immediately preceding the
filing of thedam.

Alternative Base Period: Last four completed cdendar quarters immediately preceding filing of the
clam. It may be used only if damant is monetarily indigible under the regular base period.

b. The Ohio ABP Law and Reasonsfor Implementing ABP

The Deficit Reduction Act of 1984 caused a conversion from awage regquest to awage record
sysem. Thisled to achange in the regular base period from the last 52 weeks to the firgt four of the last
five completed cdendar quarters. Thisraised the concern that certain groups of workers would not
qudlify for benefits because they would not be able to use their recent wages for digibility determination.
Workersin industries having a cyclical nature of operation (especidly the congtruction industry) were
estimated to be most affected. The Ohio Council of Building and Congtruction Trade (OCBC) and the
Ohio Bureau of Employment Security (OBES) discussed possible dternative base periods. The
dternative base period consisting of the last 52 weeks was considered and compared to the dternative
base period conssting of the last four completed quarters. There was not much difference in the weekly
benefit amount for these two dternatives. The dternative base period consisting of the last 52 weeks
required the system to handle weekly data, and it was very costly to make this change. Thus, it was
decided that the dternative base period would consist of the last four completed calendar quarters. The
legidation amending the law to include this dternative base period was Sgned into law on October 15,
1988.

The ABP in Ohio congsts of the last four completed caendar quarters preceding the application
date and may be used whenever a clamant has insufficient weeks or wagesto establish avaid dam
using the regular base period.

The Ohio BES has a pure wage reporting system, i.e., no wage requests are made. If an
gpplicant does not have sufficient qualifying weeks and wages in the regular base period, and
information regarding the lag quarter is not available on the database, the determination of digibility for



benefits is based on the clamant's affidavit regarding his or her wages in the lag quarter. According to
Ohio’'s ABP dtatute, amendments to that determination will be made when the quarterly report of wage
information from the employer istimely received and that information causes a changein the

determination.

c. Onetime Costsin Ohio

Ohioisthe only ABP date that uses awage affidavit system if the lag quarter wages are not
available on the computer sysem. Thus, the cogts of implementing ABP in Ohio are different from other
ABP states.

The one-time costs were incurred in the areas of programming of the agency compuiter, policy
formulation and implementation, gaff training, employer/claimant education and processing time for
applications when lag quarter information is needed.

OBES was unable to provide cost information on most of these areas. They did, however,
provide information on the one-time cost of manualy processing applications when lag quarter

information is needed. That information is described beow.

One-time cost of additiond labor hours needed until system changes were implemented

When the ABP provisions were added to Ohio law in October 1988, there was no systemin
place to handle the additiond processing. Initialy, claims personnel delayed the processing of all
gpplications which would have been disdlowed under the regular base period. It was mid-November
before OBES was able to put in place a system to determine claims under the ABP. When the system
was implemented, claims personnd had to rework the applications being held and determine digibility
under the ABP. Often this meant calling gpplicants back into the office to gather additiond information.

Effective November 18, 1988, manua ABP procedures were in place. The procedures
required additional manua work on dl initi clams and two separate days of processing.
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Beginning April 1, 1989 an automated pre-monetary system was implemented so that much of
the ABP manual processing could be diminated and the determination process could be accomplished
in overnight processing. Under the ABP manud processing that was in place before April 1 1989, it
was not immediately known if an application could be dlowed using the regular base period. A
determination was made overnight and if the applicant had insufficient weeks or wages in the regular
base period, the ABP determination was processed the next day. Because it was not known at the time
of gpplication which individuas would be using the ABP, every gpplicant was required to submit ABP
information, adding 14 minutes to each new clam. Since 1989, because of the implementation of the
automated pre-monetary system, ABP clamants are identified a the time of the gpplication, iminating
unnecessary dfidavits and permitting overnight processing. The additiona minutes per unit (MPU) for
initid clamstaking caused by the ABP is estimated to have been reduced from 14 minutes to 2 minutes.

Thus the extra 12 minutes per initid claim contributed to the one-time costs. OBES estimated
that 48.85 person equivalents (PESs) would be needed for theimplementation period of 10/1/88
through 4/1/89, resulting in a one-time cost of $563,212.01. (Details of the process used from
10/1/88 through 4/1/89 and the ca culations used to arrive at this cost figure are given in Appendix 1)

d. Information provided by OBES regarding ongoing costs

Since Ohio uses the wage affidavit system, the process used to handle ABP clamsin Ohio is
different from that used by other states that have ABP. Under provisions of the Ohio law, if information
about the weeks and wages for the most recent quarter of the dternative base period isnot avallablein
the Ul database (which contains the regular quarterly wage information), the claims adminisirator bases
the determination of monetary digibility on the affidavit of the damant. The cdlamant must furnish
payroll information, where available, in support of the benefit. The determination is amended when the
quarterly report of wage informeation from the employer is received (on time) and if the information
contained there is different from the information in the affidavit. Any benefits paid to the dlamant and
charged to the employer’ s account, based on the clamant’ s affidavit, are adjusted effective as of the
beginning of the damant’s benefit year.



OBES does not use wage requests to obtain wage information. Thus, its ongoing costs are
different from other ABP states. The two main Ul processesin Ohio that have been affected by ABP

areinitial claimstaking and corrections.

Initid Claimgeking

The process used to handle initid cdlamstaking after ABP was implemented and the automated
pre-monetary calculation was established is described below.

Clamants do not ligt lag quarter weeks and wages on the gpplications. At thetimea
clamstaker reviews wage record information for the regular base period, a pre-monetary computation is
requested from the computer system. If this computation indicates that regular base period information
isinsufficient to make the clamant digible, and the daimant cannot provide information on additiona
employment, the dternative base period is then pursued.

A wage record inquiry isthen made for the alternative base period from the system. If thereis
wage record information listed for the lag quarter, the information can be updated. The claimstaker has
the option of requesting a pre-monetary computation at thistime. The monetary computation processed
overnight will use ABP informetion.

If areview of the lag quarter dataindicates that dl of the lag quarter employers wage record
reports are not yet on the system, an affidavit is taken from the clamant. If the damant’ s satement
cannot be entered on the system the same day as the application (e.g., clamant did not provide proper
proof of employment for the lag quarter, or other wage information must be added in overnight
processing), loca office staff must put a hold on the claim so that the additional data can be entered the
next day.

If the local office does not pursue the dternative base period at the time of gpplication and
overnight processing indicates acdam isnot valid using the regular base period, the system will il flag
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the claim, indicating that the ABP should be checked. A hard copy report is generated to local offices
for these clams. At thistime the dlamant may need to be contacted for an affidavit of lag quarter
employment if there is no lag quarter data on the wage record system or if the dataisincomplete. The
wage information is adjusted on the system by local office personnel to reflect the ABP.

All dternative base period files are annotated with “ABP’ on the cover and maintained in
separatefile sysems. Loca offices dso maintain hard copies for any redeterminations made by the
central office when timely employer wage reports are submitted.

OBES egtimated that the additional timerequired for initial claimstaking dueto ABP is
2 minutes per claim after 4/1/89. Thisresultsin approximately 8 additional per son equivalents
needed for additional ongoing initial claimstaking processing. The annual ongoing cost for
initial claimstaking dueto ABP isthereby estimated to be $185,860.
(Details of the cdculations used to arrive at this cost figure are given in Appendix I1 A.)

Corrections

Corrections are made when the quarterly wage reports from the employers are recelved (on
time) and the information causes a change in the daims determination. Any benefits paid to the damant
and charged to the employer’ s account, based on the claimant’ s affidavit, are adjusted to be effective as
of the beginning of the claimant’ s benefit year. The process used to handle the corrections process after
ABP was implemented is described below.

Wages are updated and entered on the wage record system every day. A crossmatch is
performed with the benefit system for each employee reported in order to identify previoudy established
clams. The updated employer data, together with identified clam benefit-year ending dates, are listed
on a hard-copy report. The wage record system is programmed to read aternative base period (ABP)
indicators on the benefit system. A separate report is generated to identify clamsinitialy processed
under ABP provisions, disaggregated by locdl offices.
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Saff manudly review dl entriesin this report in conjunction with areview of each dam
monetary identified and ascertain if the new wage information requires a monetary correction. Because
most ABP clamsfor lag quarter wages are established using damant affidavits, thereisa high

occurrence of monetary corrections as employer reports are posted on the system.

The receipt date of the employer wage record report determinesif a correction will be made.
Only timely reports are used for corrections. Approximately 90% of the wage affidavits do not match
with the quarterly wages reported and need corrections. Many changes may not affect the weekly
benefit amount or total benefits payable but may affect employer liahility by dtering the weekly
proportion charge.

If an overpayment is made due to an incorrect wage affidavit, system entries are made to post
the overpayment. A determination isissued to the individud informing them of the overpayment and
giving ingructions on repayment. Claimants can repay the amount or the amount can be withheld from
future benefits daimed. Monthly hilling notices are dso mailed to the dlaimant giving the current balance

due.

OBES estimated that thetimerequired for correction is 14 minutes per claim per
correction. Thisresultsin approximately 6 additional permanent person equivalents needed
for corrections. Thisresultsin an annual ongoing cost of $142,711 for corrections dueto ABP.

(Details of the caculations used to arrive a this cost figure are given in Appendix 11 A.)



5.2 COSTSIN MAINE

Ul Lawsin Maine

The Ul lawsin Manethat are rdevant to this sudy are summarized below.

Table5.2: Ul Lawsin Maine

Qudifying Reguirements in the base period 2 x annud AWW in each of 2 quarters
Wesekly Benefit Amount (WBA): 1/22 +da

Maximum Duration of Benefits 26 weeks

Duration of Benefits 1/3 x (number of base weeks)
Experience Rating System Reserve Ratio

Time needed to qudify for rate based on experience 2 years

Didribution of Benefit Charges Most recent

Maximum Benefit Amount 1/3 of Base Period Income

Source: Highlights of State Unemployment Compensation Laws, January, 1997 issued by the
Nationa Foundation for Unemployment Compensation & Workers Compensation

SAWW: Statewide average weekly wage
AWW: Average weekly wage of employee
d.a.: Dependency dlowance

Regular Base Period: Firgt four of the last five completed calendar quarters immediately preceding the
filing of thedam.

Alternative Base Period: Last four completed caendar quarters immediately preceding the filing of
the dam. 1t may be used whenever a clamant has insufficient weeks or wages to establish avalid dam
under the regular base period.




One-time Costsin Maine

The Maine Department of Labor had not tracked the one-time costs of implementing ABP.
Only information about programming changes and training was provided.

Programming cogts to make changes in Ul adminigtration software

The Maine Department of Labor had not maintained records on programming time for
implementing ABP. The person respongble for making the programming changes estimated that 120
hours were spent on writing code and another 60 hours were spent on conference with benefits staff.
Details of the changes made to the computer system were not provided by the Maine Department of
Labor.

Traning Codts

The following training was performed:
a1/2 day training session for 90 people (Thisisapart of an annua seminar)
al/2 day sesson at each of the 15 local offices



5.3 INFORMATION FROM VERMONT

a. Ul Lawsin Vermont

The Ul lawsin Manethat are rdevant to this sudy are summarized below.

Table5.3: Ul LawsIn Vermont

Qudifying requirements in the base period $1,163 in aquarter and additiond BP
wages of at least 40% of high quarter wages

Weekly benefit amount (WBA) 1/45 2HQ' s WBA

Duration of benefits 26 weeks

Experience rating system Benefit retio

Time needed to qudify for rate based on experience 1year

Didribution of benefit charges Proportional

Maximum benefit amount Base period income

Source: Highlights of State Unemployment Compensation Laws January, 1997 issued by the
Nationa Foundation for Unemployment Compensation & Workers Compensation

SAWW: Statewide average weekly wage
AWW: Average weekly wage of employee
HQ: High Quarter

Regular Base Period: Firgt four of the last five completed calendar quarters immediately preceding the
filing of thedam.

First Alternative Base Period: Last four completed calendar quarters immediately preceding the filing
of theclam. It may be usad only if damant is monetarily indligible under the regular base period.




Second Alternative Base Period : Last three completed cdendar quarters plus al daysin the current
quarter prior to the effective date of the daim. It may be used only if claimant is monetarily indligible
under the regular base period wages and the first alternative base period.

Reason for implementing ABP

In 1988, Vermont converted from a wage request to a wage records system to handle wage
information required for dl Ul clams. The base period was the last 52 weeks when Vermont was usng
the wage request system. On converting to the wage records system, the base period was changed to
firgt four of the last five completed quarters. However, having the base period conssting of the first four
of the last five completed caendar quarters would have resulted in denid of benefits to claimants who
would have been digible under the 52 week base period. Thus, two dternative base periods were
included in the ABP law.

Cogsin Vemont

Since Vermont converted from a wage request to awage records system to handle wages
information required for dl Ul clams, they had to radicaly modify their computer system. The changes
dueto ABP were asmadl part of the redesign of the whole system. The totd cost of the redesign of the
system had been around $1.3 to $1.5 million. Vermont Department of Employment and Training
officids sad that costs of changes required for implementing ABP were only asmdl portion of the total

cost; however, they were unable to provide any estimates.
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6. SUMMARY

The estimated costs of implementing and administering the ABP option are based on the data
from Ul agenciesin Vermont, Maine, Ohio, New Jersey, and Washington, and interviews with Ul staff
inthese gates. While only limited data were available, there was enough information to obtain estimates
that can guide nationd policy makers and Sate Ul agencies.

ABP cogts will vary from sate to state, depending on Ul requirements, the type of industriesin
the state, the makeup of the labor force, and the ABP laws themselves. Costs to state Ul agencies can
be divided into one-time implementation costs and ongoing adminigtrative cods.

The largest one-time costs are the programming costs for modifying Ul computer systems and
for training personnd. Changesin literature and forms, employer/clamant education, hardware

purchases, and policy formulation and implementation are aso one-time costs.

Programming costs will depend on the type of the computer system being used by the Sate;
systems that are more adaptable will have lower costs. In the states studied for costs, they ranged from
$64,000 to $223, 500. These cods arelikely to be lower if Ul agency personne familiar with the Sate

computer system make the changes than if outside contractors are used.

Theincrease in ongoing adminigrative Ul cogts arises from the increased number of digible
clams and the additiond procedures required for ABP. Since more claimants become monetarily
eligible for Ul benefits under ABP, the volume of claims for nonmonetary determinations, appeds, first
payments, and continued clamswill increase. Thiswill increase the cogts of handling Ul damsin each
of these activities. Some benefit activities dso need to be modified to handle ABP cdlaims. Theinitia
clamgtaking and monetary determination activities require additiond steps and procedures, increasing
the processing cost for clams monetarily indigible under the regular base period.



Heavily populated states that have alarge number of ABP clams will incur grester
adminigrative cogs for handling these daims. The ABP provisons themsdves will dso affect ongoing
ABP costs. For example, an ABP that includes the current quarter will have higher adminigrative and
programming costs than an ABP congisting of the last four completed calendar quarters.

The cogts will aso depend on the system used to obtain lag or current quarter wage information
when it is not available on the computer syslem.  Although relying on awage records system for dl ABP
clamsleadsto minima ABP cogts, it may lead to violation of the *payment when due’ clause of 42
U.S.C. 8503 (a) (1). Thewage request system is most commonly used by ABP states to obtain
unavailable lag or current quarter wage information. The wage affidavit system avoids the wage request
process but leads to a higher frequency of corrections because of inaccurate information in wage
affidavits.

Many ABP costs can be avoided or reduced through proper planning. Examples are the extra
processing required because of reachback provisonsin the ABP law, and manual processng while the
computer system is being changed. Volume VI of this report, Handbook for Implementing ABP,
contains lessons learned from ABP states on how to efficiently implement and administer this Ul option.

Costsin States Studied

In New Jersey, the one-time ABP implementation cost was estimated to be $1,391,519. This
included the cost of programming changes to the computer system, which was estimated to be
$223,500. The New Jersey Department of Labor could not provide estimates of the ongoing costs.
New Jersey DOL program administrators and loca office personnel were interviewed to obtain cost
and time data on Ul processes fter the implementation of ABP. Based on this information, the annua
ongoing cost of administering ABP in New Jersey was estimated to be $1,264,577. However, New
Jersey’ s costs may be higher than those in other states because it implemented a complicated and
extensve st of digibility options.
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In Washington, the one-time cost of programming changes to the computer system was
estimated to be $64,000. The Washington Department of Employment Security was unable to provide
information that could be used estimate other one-time costs. The ongoing cost was estimated through
interviews with state Ul personnd and the process time and cost data they provided. The annual
ongoing cost of administering ABP in Washington is esimated to be $528,175.

The cogtsin Ohio are different from those of the other ABP states because Ohio uses awage
affidavit system to handie ABP claims. The Ohio Bureau of Employment Services projected the annud
ongoing cost of ABP to be $328,571.
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APPENDIX | A
Ul ELIGIBILITY CRITERIA IN NEW JERSEY

NO. DESCRIPTION BEGINNING
0 |[NoMoneay Clam/Invdid 7/1/95
1 |BaseYear Regular Regular base week amount 7/1/95
2 |BaeYear Regular  Alternative base week amount 1/1/96
3 |BaseYear Regular 1 Alternative earnings amount 7/1/95
4 |BaseYear Regular 2nd Alternative earnings amount 1/1/96
5 |BaseYear Regular 770 hours agricultural worker 7/1/95
6 |BaseYear Lag Regular base week amount 7/1/95
7 |BaseYear Lag Alternative base week amount 1/1/96
8 |BaseYear Lag 14 Alternate earnings amount 7/1/95
9 |BaseYear Lag 2nd Alternate earnings amount 1/1/96
10 |BaseYear Lag 770 hoursagricultural worker 7/1/95
11 |BaseYear Current Regular base week amount 10/1/95
12 |Base Year Current Alternative base week amount 1/1/95
13 |Base Year Current 1<t Alternative earnings amount 10/1/95
14 |Base Year Current 2nd Alternate earnings amount 1/1/95
15 |Base Year Current 770 hours agricultura worker 10/1/95




APPENDIX | B

FORM CHANGESIN NEW JERSEY DUE TO ABP

Form BC-2WR.1, “Request for Wage and Separation Information,” will ask for wage information
for up to sx quarters and will require aweekly breskdown in dl cases.

Form BC-2WR.2, “ Request for Wage and Separation Information,” will request wage information
in up to 9x quarters and will require a quarterly breakdown.

Form BC-2WR will till be used to obtain wage and separation information when the dam is
determined vaid under regular criteria LOOPS will automatically generate the gppropriate verson
of the form.

Forms BC-22, IB-25.2, and IB-25V, “Clamant’s Affidavit of Employment and Wages,” will
request employment history for the regular and appropriate dternative quarters, and will ask for two
base week amounts.

Form BC-2AG, “Request for Supplementary Wage Information-Agriculture Worker,” will request
wages and hours for up to Sx quarters.

Form BC-2/3 Q, “Notice to Employer of Monetary Determination,” will notify aregular base year
employer of aninvdid clam under the regular base year and at the same time request wage
information for Six quarters.

Form BC-2/3W, “Notice to Employer of Monetary Determination,” will notify aregular base year
employer of an invalid claim under the regular base year and at the same time request weekly wage
information for Sx quarters.

Forms BC-3C, “Notice to Claimant of Benefit Determination,” and BC-3E, “Notice to Employer of
Potentid Liability,” will show the weeks and wagesin dl quartersthat are used to established
monetary digibility.

Forms ES-931, “Request for Wage and Separation Information - UCFE,” will ask for base week
totals using both regular and dternative base week amounts.

Form ES-935, “ Clamant’ s Affidavit of Federd Service Wages & Reason for Separation,” will ask
for base week totals using both regular and aternative base week amounts.

Form BC-5, “Natice of Invdid Clam,” will be revised to diminate the definition of “base year
period” so that it will apply to dl possible base year periods under the new law.
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APPENDIX | C
TRAINING PLAN FOR IMPLEMENTATION OF ALTERNATIVE BASE YEAR IN NEW JERSEY

GRAND TOTAL -35,385 HOURS

FOR JULY LAW CHANGE 1785 DAYS X 7HOURS = 12,495 HOURS
DATE: AUDIENCE CONTENT LOCATION NUMBERS
June 19 Technicians Train the trainer Trenton 15

June 20

By
June 30

Ul Technician| - 15

Managers and Overview of law, Trenton 55
Technicians procedure and system
Managers - 40

Ul Technician | - 15

Experts Same as June 20 plus 1- varied 150
3perLO-108 refresher & computer 2 - Forrestal

36 Sr. Claims Exam

72 Sr. Ul Clerks

Adj. Unit - 6
1UIl Techl
1 Ul Techll
4 Ul Tech 1l

4F Disability - 20
5 Sr. Claims Exam.
15 Sr. Ul Clerks

CWC Unit - 6

1 Sr. Claims Exam.
5 Sr. Ul Clerks

Appendix IC, Page 1
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DATE: AUDIENCE CONTENT

Central Office- 10
10 Ul Tech |

After Remaining Staff Same as June 20
June 30

Local Office - 1300
Ul Clerks
Sr. Ul Clerk

Claims Examiners
Sr. Claims Examiners

Appeal Tribunal - 60
40 Appeal Exam |
20 Ul Clerks

Board of Review - 10
7 Referees
3 Members

Benefit Payment Control - 20
15 Investigator Il
3 Investigator |
2 Supervising Investigator

Quality Control - 15
1 Supervising Ul Tech
2Ul Techl
12 Ul Tech Il

Planning & Research - 10
1 Supervising Labor Market Analyst
2 Labor Market Analyst |
8 Labor Market Analyst 11

FOR OCTOBER LAW CHANGE 1635 DAYS X 7 HOURS = 11,445 HOURS
By 9/30 All Staff Overview of law
procedure & system

Appendix IC, Page 2
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Various
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DATE: AUDIENCE

FOR JANUARY LAW CHANGE
By 12/31 All Staff

FORJULY LAW CHANGE

1 Supervising Technician
8 Ul Technicians |

FOR OCTOBER LAW CHANGE

CONTENT LOCATION

1625 DAYS X 7 HOURS = 11,445 HOURS

1 Supervising Technician
8 Ul Technician |

FOR JANUARY LAW CHANGE

1 Supervising Technician
8 Ul Technician |

Overview of law Various
procedure & system

TECHNICAL RESOURCES UNIT
GRAND TOTAL - 3,192 HOURS

174 DAYS X 7 HOURS = 1218 HOURS

6 days = 42 hours
168 days = 1176 hours

108 DAYS X 7 HOURS =_ 756 HOURS

6 days = 42 hours
102 days = 714 hours

174 DAYS X 7THOURS = 1218 HOURS

6 days = 42 hours
168 days = 1176 hours

Appendix IC, Page 3
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APPENDIX | D: FLOWCHARTS FOR NEW JERSEY Ul PROCESSES
Initial Claimstaking (page 1)

Go to Self-service
station

Does claimant

. No—p
eed assistance?

Yes
A 4

4

Go to nformation Claimant takes form
station and a number

4

Claimstaker checks ID,
hands form to claimant

4

Claimant reports to
initial claims station

4

Claimstaker reviews
the C100 and claim
documentation, checks
ID & questions
claimant if needed;
completes the form

Does-claimant qualify~under
gular base year definiti
for base weeks with the
wages appearing on
LOOPS?

(continued on
page 2)

Yes

Nonmonetary
Yes———p determination
process

Nonmonetary
issue?

No

:

Claimstaker schedules
claimant for Benefit =
Rights Interview

Make first payment or
schedule first payment




Initial Claimstaking - Initial Monetary Interview

(continued
from page
1)

ges claimant qualify under the
regular base year definition for
base weeks with the wages
appearing in LOOPS?

Upon claim entry LOOPS wiill
send appropriate wage and
separation forms to regular

base year employers requesting
wages for all quarters

Monetary personnel inquires
about employers & wages in the
lag and current quarters and
makes appropriate notations on
claim jackets to enter new
employers & send wage
information in all possible base
years

%

<4+—No

Monetary personnel reviews
claims form C100 and questions
claimants to obtain missing
information.

NO—— P

Will claim definitely be valid in t
regular base period (waiting only for
$101 base week information)?

Yes

v

Upon claim entry LOOPS will send
appropriate wage and separation
forms to regular base year
employers requesting wages for
regular base years

v

requested

Explain to the claimant that
additional information is being

4

Nonmonetar Nonmonetary
. y Yes—p| determination
issue?

process

Give claimant a copy of the
form explaining eligibility
alternatives

No

!

When appropr‘i:’:lte, advise the

claimant that the use of wage

credits in alternative base year
period might affect his/her
eligibility on future claims

Claimstaker schedules |
claimant for BRI

reports

v
Schedule the claimant for a
second monetary interview and

tell him to bring proof of o
missing/additional/contested
employment when he or she

Second monetary
interview




as additiona
wage information
been received?

No

Have wagesin
question been
added to the
database?

No

possess necessary
documentation?

Yes

v

Take necessary
affidavit(s) from
claimant

v

Redetermine the
claim using

Second Monetary Interview

LOOPS and
available
information

A

A

APPENDIX I D

Give claimant a
copy of the form
explaining
eligibility
alternatives

v

Ask claimant to
complete the
bottom of the form

the claim valid
under the regular
base year?

Pay the claimant
or schedule first
payment

under the

Yes

Advise the
claimant that the
use of wage
credits in ABP
might affect his/
her eligibility on
future claims

alternative base
years

No

i

Do
redetermination
(D050)

oes the claiman
wish to pursue the
ABP option?

No

v

Redetermine the
claim and record
this information

Yes-p|

Pay the claimant
or schedule first
payment




Activities to Handle Unemployment Insurance Claims at NJ DOL

APPENDIX IE
ACTIVITIESTO HANDLE Ul CLAIMSAT NJ DOL

INITIAL CLAIMSTAKING

Check claimant's ID

Check claim documentation

Question claimant

Review and complete form

Perform premonetary calculation

Inquire about nonmonetary issues

Schedule nonmonetary interview

Send for initial monetary interview

Schedule for first payment

INITIAL CLAIMSTAKING (INITIAL MONETARY INTERVIEW)

Review claims form

Question claimant to identify missing information

Perform premonetary calculation

Inquire about employers and wages in the lag and current quarter

Make appropriate notations and indications on claims jacket and forms

Enter claims data

Add missing employers (lag or current quarter)

Send out request for wages and separation information

Explain to claimant that additional information is being requested

Explain the various eligibility alternatives to the claimant

Advise the claimant that use of wage credits in the ABP might affect his or
her eligibility on future claims

Schedule the claimant for a second monetary interview and tell him or her
to bring proof of missing / additional / contested employment with him
when he reports.

HANDLE REPLIES TO WAGE REQUESTS

Sort and prioritize the claims

Collate wage requests with claims file

Check if all the wages that were requested (or enough wages to make
the claim valid) have been received

Redetermine the claim if enough wages are present

Review 21 day report and redetermine all ABP claims
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Activities to Handle Unemployment Insurance Claims at NJ DOL

SECOND MONETARY INTERVIEW

Check and review all documents

Verify if additional wage information has been received

Add wage information to the database

Call employer(s) to obtain additional information

Check if (quarterly) wages have been reported and added to the database

Check if claimant possesses the necessary documentation

Take necessary affidavits from the claimant

Redetermine the claim using the available information

Check if the claim is valid under the alternative base periods

Give claimant a copy of the form explaining the eligibility alternatives

Advise the claimant that the use of wage credits in ABP period might
affect his/her eligibility on future claims

Leave the claim as invalid, invalidate the claim, and record this information

Schedule claimant for the first payment

NONMONETARY DETERMINATION

Check and review all documents

Interview claimant

Contact employer and arrange an in-person or telephone interview

Make a decision based on available information

Enter the determination on the computer

Send determination to claimant and employer

Make first payment if applicable

Perform related filing activity

APPEALS

Record an appeal

Send claim documents to appeals

Schedule hearing

Notify parties

Prepare for hearing

Conduct hearing

Prepare decision

Review decision

Inform involved parties

Close-out and file maintenance
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Activities to Handle Unemployment Insurance Claims at NJ DOL

CONTINUED CLAIMS

Handle incoming continued claims mail

Check incoming continued claims mail

Return unprocessable mail to claimant

Handle late claims

Perform (random) checks on job search

Send checks to claimant

Notify ineligible claimant

Handle claimant inquiries about claims and checks

Related filing activity

Handle address and name changes
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APPENDIX | F

VOLUME DATA FROM NEW JERSEY

Intrastate Regular Ul New Claims 1/

Interstate Liable Regular Ul New Claims 1/

1996 Regular ABP
January 3803
February 2534
March 2419
April 2260

Total
289
83
69
65

4092
2617
2488
2325

1996 Regular ABP Total
January 50810 3701 54511
February 33206 2134 35340
March 31104 2065 33169
April 26940 1534 28474
Intrastate Regular Ul Continued
Weeks Claimed 2/

1996 Regular ABP Total
January 594754 50249 645003
February 543928 56474 600402
March 508116 54416 562532
April 481586 51061 532647

Interstate Liable Regular Ul Continued

Weeks Claimed 2/

1996 Regular ABP
January 28087
February 28658
March 28903
April 25734

Total
1831 29918
2896 31554
3170 32073
2858 28592

Intrastate Regular Ul Nonmonetary

determinations and Redeterminations 1/

1996 Regular ABP Total
January 11040 975 12015
February 12459 1137 13596
March 13413 1696 15109
April 13055 1597 14652
Eligibility Review Interviews

1996 Total
January 24375
February 21885
March 21608
April 23126

Interstate Liable Regular Ul Nonmonetary
Determinations and Redeterminations 1/

1996 Regular ABP
January 1326
February 1263
March 1423
April 1366

Total
35
58
54
102

1361
1321
1477
1468

Benefit Appeals Filed - Lower Authority

Benefit Appeals Filed - Higher Authority

1996 Regular ABP Total
January 2496 14 2510
February 2718 27 2745
March 3051 34 3085
April 3199 24 3223
Intrastate Affidavits
January 801
February 539
March 577
Intrastate Wage Requests
January 13068
February 8373
March 10465
Intrastate Second Monetary Interviews
January 3701
February 2134
March 2065

1996 Regular ABP Total
January 513 0 513
February 554 0 554
March 6111 3 614
April 611 7 618
Interstate Affidavits
January 24
February 9
March 7
Interstate Wage Requests
January 1000
February 472
March 641

Interstate Second Monetary Interviews
January 289
February 83
March 69




APPENDIX I A

COST PROJECTIONSIN OHIO: COST BREAKOUT FOR ALTERNATIVE BASE PERIOD

ONGOING COSTS
Thefollowing estimate is basaed on figures that were used in the presentations made to the Ohio
legidature and a FY 1988 workload of 370,000 cases.

Assume 370,000 case workload for 10-1-88 through 9-30-89.

Assume Premonetary fully functiond by 4-1-89.

Assume that Premonetary implementation will reduce added initid processing time from 14 minutesto 2
minutes per gpplication. Therefore, 12 minutes of processing time for each case during the first 6 months
isimplementation. Two minutesis a continuing cost because after Premononetary implementation the 2-
minute activity will continue

Therefore,

2/ 60 = 0.033 minutes per unit (MPU) (ongoing )

0.033 x 370,000 = 12,210 hours.

12,210/ 1757 =6.9493454 ( unadjusted person equivalents (PES))

6.9493454 x 16 % = 1.1118952 ( AS& T adjustment. )

6.9493454 + 1.1118952 = 8.0612402 permanent PEs needed for ongoing initid ABP
processing.

8.0612402 x 2096 ( total paid hours ) = 16,896.359
16,896.359 x $11.00/hr (averagecost ) = $185,859.94 needed for ongoing initial
processing time.

IMPLEMENTATION

If Premonetary is fully implemented by 4-1-89 , then the workload through 4-1-89 is estimated to be
50% of the totd FY workload. Total implementation workload is 185,000. Twelve of the 14 minutes
used are implementation costs. Therefore,

12/60 = 0.200 MPLI (implementation)

0.200 x 185,000 = 37,000 hours

37,000 / 8785 ( 1/2 paidwork hoursin FY ) = 42117245 ( unadjusted PES)
42117245 x 16% = 6.7387592 (AS& T adjustment)

42.117245 + 6.7387592 = 48.856004 PEs needed for implementation period of 10-1-88
through 4-1-89.
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48.856004 x 1048 (total paid hoursin /2 yr.) = 51,201.092 hours projected for
implementation.
51,201.092 x $11.00/hr =$563,212.01 needed for implementation of 4-1-89.

ALTERNATIVE IMPLEMENTATION

If Premonetary not implemented until 5-1-89, then 7/12s of FY workload will be affected by
implementation procedures and costs. 7/12 of workload = 7/12 x 370,000 = 215,833 workload.
Twelve of the 14 minutes for the first 7 months will be implementation cogts.

Therefore,

260 = 0200 MPU (implementation)

0.200 x 215,833 = 43,166.6 hours

43,166/ (7/12 x 1757) =PEs needed

43,166.6 - 1,024.9166 = 42.11782 PEs

42,11782 x 16% = 6.7387491 (AS& T adjustment )
42,11782 + 6.7387491 = 48.856569 PES needed for
implementation period of 10-1-88 through 5-1-89.

48.856569 x (7/12 x 2096 ) = 59,751.609 hours projected for 5-1-89
implementation.

59,751.609 x $11.00/hours = $657,267.69 needed for implementation
costsof 5-1-89.

CORRECTIONS

Based on workload figures for October, November, and December 1988, 14.5% of the workload
gems from ABP. Therefore,

370,000 x 14.5% = 53,650 potential ABP claims.

75% ( estimated ) of dl ABP clams potentidly

correctable due to timely receipt of employer wage items

not on data base at time of filing of application or received
ubsequently in atimely fashion.

53,650 x 75% = 40,238 potentialy correctable ABP clams.
14 minutes per claim per correction.

14/60 = 0.233 MPU ( Correction)

40,238 x 0.233 = 9,375.454 hours
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9,375.454 / 1757 (pd wk hours per year) = 5.336 PEs
5.336 x 16% = 0.85376 (AS& T adjustment )
5.336 +0.85376 = 6.18976 permanent PEs needed for
corrections.

6.18976 x 2096 = 12,973.736 hours
12,973.736 x $11.00/hour =$ 142,711.09 needed for
corrections.

SUMMARY OF COSTS

Totd projected cogtsif full Premon implementation accomplished by 4-1-89 =
$563,212.01 implementation
$185,859.94 continuing

$142,711.09 corrections

$891,783.04 total projected costs.

Totd projected cogtsif full Premon implementation
accomplished by 5-1-89

$657,267.69 implementation

$185,859.94 continuing

$142,711.09 corrections

$985,838.72 total projected costs.
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APPENDIX 11 B
ABP-RELATED ACTIVITIESIN OHIO

ONGOING
(PREMON IMPLEMENTED 4-1-89 OR 5-1-89

Applicant files gpplication

Database accessed

Premon processed (optiond step depending on regular BP information available on system)

If Premon revedls potentia disalowed application, then ABP application is processed by:

Accessing lag quarter on data base.

If lag quarter information is available, then system generates ABP monetary clam by
inputting ABP gpplication.
If no lag quarter information is available, damant will be questioned. Applicant will ligt lag
quarter information on gpplication. Clamant affidavit will be taken for lag quarter employment
and the information entered into the system will generate monetary digibility determination.

If Premon was not accessed due to gpplication apparently being vaid without needing ABP info and
system determinesthat ABP isin fact needed:

System will not process monetary digibility determination

Dally information sheet (system generated) sent to local office to check ABP.

Lag quarter wage information will be accessed on system. Information will be printed (hard
copy made). Clamant will be questioned to determine if additional employment (either regular
BP or ABP) isnot on system. Additiona employment history is obtained by affidavit.
Additiona employment will be key entered into system at locd office level. System will generate
new determination.

Prior to Premonetary |mplementation

Costs have been incurred and are being incurred for the following.

Monitoring legidative process
Drafting agency policies, including :

UC letter of October 1988 that did not get issued due to changes in operating
capabilities. I0OC to fidd of 10-14-88 advising of law passage
UC letter of 11-8-88 giving ABP processing ingructionsto field. This letter included:
Policy guide revisons
WRBSQM revisons (user’s manud ingtructions)

Mestings
Converson committee, seering committee, UCAC Staff meeting in UC divison.



Interdivison meetings (e.g., UC and DP)
Regiond mestings
Locd office and central office on-the-job-training

These costs will be incurred again because Premon implementation will change operating
procedures.

Data processing

Costs have been incurred for the following activities:
Programming accessto lag quarter BP information on system
Holding potentia disalowed applications

Deveopment of daily information report that notifies loca office personne to check ABP on
potentialy disallowed applications.

Pacing “flags’ onlag quarter base period information to show that the quarter has been
used in processing an gpplication.

Deveoping awage record adjustment information report that notifies loca office that
additionad base period information has been recelved that could affect an applicant’s monetary
entitlement. These reports can cause the correction process to occur.

Enhancements

These cods are continuing:
Editing the wage record adjustment information report so that only timely lag quarter reports

will appear. The legidation that was passed requires corrections to be made to an ABP
application only when timely lag quarter reports are received by the agency.
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