IDAHO

DEPARTMENT OF LABOR

C.L. “BUTcH" OTTER, GOVERNOR
RoGER B. MADSEN, Direcrar

TRANSMITTAL # 3
MEMORANDUM

February 24, 2010

TO: Workforce Development Council

FROM: Roger B. Madsen, Director /Zczdﬂ.,“ B . NWataen
SUBJECT: Request for use of the Special Administration Fund

ACTION REQUESTED:  Approval of the attached request for use of the Special Administration
Fund

' BACKGROUND:

The Department of Labor requests permission to spend the Special Administration Fund to assist the
Department of Labor in carrying out its mission. Beginning July 1, 2010, the funds would be used for
administration of Idaho’s Employment Service, Unemployment Insurance, Workforce Investment Act
and related activities. Our request also includes a proposal to use funds to supplement private donations
for administration of the Idaho Youth Corp which proved so popular last summer. In anticipation of the
transfer of the Idaho Commission on Human Rights to the Department, we are requesting use of these
funds to supplement the reduced state funding. This memorandum represents that request for the next
two years.

The following information is attached:

» The request form for the next two years. This form must be signed by the chair of the
Workforce Development Council and kept on file at the Idaho Department of Labor to
authorize expenditures from the Special Administration Fund.

> The department’s most recent report to the Joint Finance-Appropriations Committee of the
Idaho Legislature.

Contact: Primary: Joni Booth (208) 332-3570 ext 3165
Secondary:  John McAllister (208) 332-3570 ext 3101

Attachments

CENTRAL OFFICE e 317 West Main Street e Boise, Idaho 83735 e Tel: 208-332-3570 e labor.idaho.gov
Equal Opportunity Employer



Attachment 1
IDAHO DEPARTMENT LABOR

Workfotce Development Council
Administrative Tax Spending Request
PROGRAM YEARS 2010 and 2011/FISCAL YEARS 2011 and 2012

February, 2010

Beginning in 1995, the department asked the Employment Security Advisory Council for authority to spend
Unemployment Insurance Reserve Fund interest earnings for specific purposes, with exact amounts to be
determined later by the department. Prior to 1995, the department based its request to the Advisory Council on an
estimate of what was needed to accomplish specific objectives. Uncertainty relating to federal funding levels made
the pre-1995 approach impossible. Since federal funding is still unreliable and unpredictable, the department would
like to continue the 1995 practice. As required in 72-1347A(c) of the Idalo Code, the Idaho department of Labor
requests approval from the Workforce Development Council to spend Reserve Fund interest earnings, also referred

to as the Special Administration Fund, for the following purposes:

1. FEDERAL FUNDING REDUCTIONS/ENHANCE THE DEPARTMENT’S ABILITY TO
PROVIDE WORKFORCE SERVICES: Dueto federal funding reductions in Employment Services,
Unemployment Insurance, and related programs such as Career Information Systems and Alien Labor
Certification, maintaining the current service structure of 25 local offices requires supplemental funding.
Federal funding reductions can include failure of federal grants to increase sufficiently to cover general
inflation, or a reduction in grant funds... For example, the department has experienced several instances
where the legislature enacted pay increases and the federal government did not fund them in its grants.

2. AUTOMATION: To invest in the equipment, development or purchase of software, training and related
items needed to continually modernize department automated systems to make the department more
efficient and effective. This includes efforts such as construction of the [daho Works System and its
various components including the Workforce Investment Information System and the Labor Market
Information/Career Information Systems; enhancement of the department’s Internet offering and
maintenarce and enhancement of the unemployment insurance benefits and tax systems. Included in this
category is funding for department staff as well as for private sector contractors 10 provide support on
department PC’s, LAN’s, and mainframe.

3. FACILITIES: To cover the cost of remodeling owned facilities or purchasing new facilities for
Department of Labor operations around the state. These facility enhancements are partially funded by
Idaho’s Permanent Building Fund and are dedicated primarily to establishing or enhancing Idaho Works
Career Centers. These facility enhancement efforts have resulted in greater premises costs o the
department. The department needs to use Reserve Fund interest earnings to augment federal grants because
of increased premises costs and because some costs such as those for construction are not allowable
charges to federal grants.

4. WORKFORCE INVESTMENT ACT: To supplement federal funding in the department’s operation of
the Workforce Investment Act of 1998.

5. WORKFORCE DEVELOPMENT COUNCIL COSTS: To cover the Department of Labor’s share of
any operating costs of the Workforce Development Council.

6. IDAHO YOUTH CORPS: To supplement private donations for Department of Labor administration of
the Tdaho Youth Corps. )

7. IDAHO HUMAN RIGHTS COMMISSION: To supplement reduced State funding.

Annually, the department reports actual use of the Special Administration Fund to both the Workforce
Development Council and to the Joint Finance and Appropriations Committee of the Idaho Legislature. A copy of
the most recent report to the Legislature is attached. This request for authority to expend monies from the Special
Administration Fund was reviewed by the Workforce Development Council and is hereby approved.

Chair, Workforce Development Council DATE

FILE = Workforee Development Council Request on Admin Tax for 2009.doc



Attachment 2

IDAHO

DEPARTMENT OF LABOR
C.L. “ButcH™ OTTER, GUVERNOR

MEMORANDUM T

To: Senator Dean L. Cameron, Co-Chair, JFAC
Representative Maxine T. Bell, Co-Chair, JFAC
Senator John C. Andreason, Chair, Commerce and Human Resources
Representative Robert E. Schaefer, Chair, Commerce and Human Resources

Cc: Governor C.L. “Butch” Otter
Tammy Perkins
Cathy Holland-Smith, LSO

From: Roger B. Madsen, Director /Ztﬁdﬂ//f' = [ afbean

Date: July 2, 2009
Re: Special Administration Fund - 2008 Annual Report

Attached for your review is the annual report of 2008 income and expenditures from the department’s
Special Administration Fund. The legislation creating this fund was passed by the Idaho Legislature in
1991 to help the department cope with a decade of federal funding reductions. Under present federal
and state law, state unemployment insurance taxes paid by Idaho employers flow into a trust fund in
Washington, D.C. The Special Administration Fund legislation provides that 17 percent of those
contributions will remain in Idaho and be invested by the State Treasurer.

The funds kept in the state by the 17 percent diversion are used for the same purpose as the Washington,
D.C., trust fund, that is, to pay unemployment benefits. This state-held fund is commonly referred to as
the Reserve Fund since it is held in reserve to pay benefits should the Washington, D.C., trust fund be
exhausted. However, the interest earned on these diverted funds is deposited in the Special
Administration Fund and is used for administering department programs.

There is a restriction on the amount that can be deposited in the Reserve Fund each year. The 17 percent
diversion can only occur in years when the balance in the fund is less than 1 percent of state taxable
wages under Idaho’s unemployment insurance law and, except for calendar year 2006, as reflected in
Idaho Code 72-1347A, the Reserve Fund does not exceed 49 percent of the balance in the Washington,
D.C., trust fund.

Expenditures from the Special Administration Fund are approved in advance by Idaho’s Workforce
Development Council, and they are summarized in the attached annual report. 1f you have any
questions, or need additional information, please contact me at 332-3570 ext. 6110 or Bob Fick at
332-3570 ext. 3628. Your continued support, by way of this Special Administration Fund, is critically
needed and very much appreciated.

CENTRAL OFEICE » 317 West Main Street e Boise, Idaho 83735 e Tel: 208-332-3570 » labor.idaho.gov
Fqual Opportunity Employer



Idaho Department of Labor
Special Administration Fund

2008 ANNUAL REPORT
Prepared July 2, 2009

Legislation establishing the Employment Security Reserve Fund and the Employment Security Special
Administration Fund calls for an annual report to be provided to the Legislature outlining expenditures
and disbursements from the Special Administration Fund during the preceding year. This legislation
restricts the director of the Idaho Department of Labor to use these funds solely for costs related to
programs administered by the department.

The attached financial report, “Department of Labor - Employment Security Reserve Fund
Information,” provides a summary of the Special Administration Fund receipts and expenditures since
its inception in 1991. The following highlights are provided to assist you in interpreting this financial
information:

17% Diversion - The Idaho Employment Security Law provides for two Reserve Fund diversion
triggers. The first provision triggers on the 17 percent diversion until the Reserve Fund reaches 1
percent of total taxable wages under the unemployment insurance program, and triggers off when the
Fund exceeds 1 percent. The second provision triggers off the 17 percent diversion when the balance
in the Reserve Fund exceeds 49 percent of the balance in the Employment Security Fund. Below is a
history of these diversion triggers:

1991 ~on | 1994 ~on | 1997 ~ off | 2000 ~ off | 2003 ~ off | 2006 ~ on
1992 ~on | 1995 ~off | 1998 ~on | 2001 ~ on | 2004 ~ off | 2007 ~ off
1993 ~on | 1996 ~ off | 1999 ~ off § 2002 ~ off | 2005 ~ off | 2008 ~ off

The Reserve Fund diversion triggered off in 2002 and stayed off in 2003 and 2004 as the Reserve Fund
exceeded 1 percent of total taxable wages. The trigger stayed off in 2005 as the Reserve Fund
exceeded 49 percent of the Employment Security Fund. The trigger was on for 2006 because an
amendment to the law did not preclude it even though the balance of the reserve fund exceeded 49
percent of the actual balance of the Employment Security Fund. The trigger was off for 2008 because
the Reserve Fund balance exceeded 1 percent of total taxable wages and because the Reserve Fund
balance exceeded 49 percent of the Employment Security Fund.

Interest Earnings/Fund Balance - Interest earned on the Reserve Fund in 2008 totaled $5.49 million,
down $65,742.73 from the previous year's earnings. The Reserve Fund totaled $117.4 miliion at the
end of 2008, up $2.79 million from the previous year-end balance.

Expenditures - Total 2008 expenditures from the Special Administration Fund, at $2,128,452, were
$3.4 million less than 2008 income and $1.3 million more than 2007 expenditures. This year’s
expenditures were in accordance with those authorized by the Workforce Development Council as
follows:

1. Federal Funding Reductions — Special Administration Fund resources are used to cover federal
funding reductions in the Employment Service, Unemployment Insurance and related programs. These



expenditures help the department maintain the current quality and level of services delivered through
our 25 local offices. Federal grants were subsidized $1,685,340 in 2008.

2. Automation - Investments were made in equipment, sofiware and training to continually modernize
the department’s automated systems to make the department more efficient and effective. A total of
$345,325 was invested in enhancing the department’s automation capabilities.

3. Facilities — A total of $43,732 was used for facilities in 2008, primarily for maintenance of the
central office parking lot and sale of the old Canyon County local office building.

4, Workforce Investment Act Implementation — In 2008 $43,027 were used to supplement federal
funding in the department’s operation of the Workforce Investment Act of 1998.

5. Workforce Development Council Costs - Financial support was provided for the department’s
share of the operating costs for the Governor’s Workforce Development Council, which cocrdinates
Idaho’s work force development system. A total of $8,828 was used to pay for travel, meeting
expenses and related costs of the council.

Special Administration Fund Expenditure Sirategies for 2009

The Workforce Development Council approved the following expenditure strategies for fiscal years
2009 and 2010:

1. Federal Funding Reductions - To cover federal funding reductions in Employment Service,
Unemployment Insurance and related programs. The primary goal of this strategy is to maintain
the current service delivery structure of 25 local offices. These reductions can include failure of
federal grants to increase sufficiently to cover general inflation. For example, the department has
experienced several instances where the [daho Legislature enacted pay increases to state employees
and the federal government did not fund them in its grants.

[

Automation - To invest in the equipment, development or purchase of the software, training and
related items needed to continually modernize department automated systems to make the
department more efficient and effective. This includes construction of the IdahoWorks system and
its various components including the Workforce Investment Information System and the Labor
Market Information/Career Information Systems; enhancement of the department’s Internet
offerings and enhancement of the Unemployment insurance benefits and tax systems. Included in
this category is funding for department staff as well as private sector contractors to provide support
on department PCs, LANs and mainframe.

3. Facilities - To cover the cost of remodeling owned facilities or purchasing new facilities for
Department of Labor operations around the state, These facility enhancements are partially funded
by Idaho’s Permanent Building Fund and are dedicated primarily to establishing or enhancing
1dahoWorks Career Centers. These facility enhancements have resulted in greater premises costs
to the department. The department needs to use Reserve Fund interest earnings to augment federal
grants because of increased premises costs and because some costs such as those for construction
are not allowable charges to federal grants.



4. Workforce Investment Act - To supplement federal funding in the department’s operation of the
Workforce Investment Act of 1998.

5. Workforce Development Council Costs - To cover the Department of Labor’s share of any
operating costs of the Workforce Development Council.

The support of the Idaho Legislature in authorizing this fund is very much appreciated as these
resources have allowed the department to upgrade its services to Idaho’s citizens.

07/02/2009

Roger B. Madsen, Director Date Submitted
Idaho Department of Labor
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