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Finance   

 

Unemployment Insurance - Civilian Federal Employees - Benefits (Federal 

Shutdown Paycheck Protection Act) 
 

   
This emergency bill, contingent on a federal determination, specifies that an individual 

who is a civilian employee of the federal government is eligible to receive unemployment 

insurance (UI) benefits if (1) the employee is required to report to work at a work site 

located in the State and (2) the federal government is in a full or partial shutdown due to a 

lapse in appropriations. The bill generally takes effect on receipt of confirmation that 

Maryland’s UI law, as amended by the bill, conforms to federal unemployment 

compensation program requirements. 
   

 

Fiscal Summary 
 

State Effect:  Assuming the bill takes effect, the Department of Labor, Licensing, and 

Regulation (DLLR) can handle the bill’s requirements with existing resources, as discussed 

below.       
  
Unemployment Insurance Trust Fund Effect:  Assuming the bill takes effect, 

Unemployment Insurance Trust Fund (UITF) expenditures increase by an indeterminable 

amount in any year that UI benefits are paid to federal employees during a government 

shutdown when they otherwise would not be. UITF revenues increase correspondingly, 

likely beginning in the same fiscal year as the benefit payments, and continuing for several 

fiscal years thereafter.  
 

Local Effect:  None. The bill does not directly affect local government finances or 

operations.    
  

Small Business Effect:  None.  
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Analysis 
 

Bill Summary:  Within 24 hours after the taking effect of the bill (effective immediately 

upon passage), DLLR must request a determination letter from the U.S. Department of 

Labor (USDOL) confirming continued conformity of the Maryland UI law, as amended by 

the bill, with federal unemployment compensation program requirements. If DLLR 

receives a favorable determination letter from USDOL, it must forward the letter to the 

Department of Legislative Services (DLS) within 24 hours of receiving the response. The 

changes to Maryland UI law take effect upon receipt of the letter by DLS. The process is 

shown below. 

 

DLLR Request  USDOL Favorable Determination Letter  DLLR  DLS (Effective) 

 

If DLLR does not receive a favorable determination letter, or USDOL determines that 

implementation of the Maryland UI Law, as amended by the bill, would result in a loss of 

federal funding, then the bill’s changes to Maryland UI law are null and void. 

 

Current Law/Background:   

 

Unemployment Insurance – Generally  

 

UI provides temporary, partial wage replacement benefits to individuals who are 

unemployed through no fault of their own and who are willing to work, able to work, and 

actively seeking employment. Both the federal and state governments have responsibilities 

for UI programs. Funding for the program is provided by employers through UI taxes paid 

to both the federal government for administrative and other expenses and to the states for 

deposit in their UI trust funds. Using federal tax revenues, the UI program is administered 

pursuant to state law by state employees. Each state law prescribes the tax structure, 

qualifying requirements, benefit levels, and disqualification provisions. These laws must, 

however, conform to broad federal guidelines.  

    

Eligibility for Unemployment Insurance 

 

Generally, to be eligible for UI benefits an individual must be able to work, available for 

work, and actively seeking work. There are several caveats to these general requirements. 

For example, when an employer closes for inventory, vacation, or another purpose that will 

cause unemployment for a definite period of up to 10 weeks, the Secretary of Labor, 

Licensing, and Regulation may exempt affected employees from the general UI eligibility 

requirement to actively seek work during that period if the Secretary finds that 

circumstances and labor market conditions justify the exemption. There are specified 

limitations. As reaffirmed in a recent USDOL letter, during a federal government 

http://dlslibrary.state.md.us/publications/NonMd/Federal/UCFE_1.24.2019.pdf
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shutdown, generally, furloughed workers are eligible to receive UI benefits, while those 

working without pay are not. From the letter: 

 

Pursuant to Federal and state UI requirements, because these individuals 

[working without pay] continue to provide full-time services, they are not 

generally considered unemployed/furloughed for Federal or state law 

purposes. States are cautioned that Federal funding for administrative costs 

or any unemployment benefits paid by the states to such workers will be 

unavailable. States should not use Federal funds for this purpose and should 

not expect Federal reimbursement or assistance with regard to recovering any 

benefit payments when the lapse in appropriations ends. 

 

The Recent Federal Government Shutdown and Affected Workers in Maryland 

 

Funding for several federal departments and agencies lapsed on December 21, 2018. 

Funding was temporarily restored on January 25, 2019, for three weeks – through 

February 15. According to data from the Office of Personnel Management, there are about 

129,000 federal civilian Executive Branch jobs located in Maryland, excluding the Postal 

Service and classified agencies. Employment at departments and agencies affected by the 

recent shutdown totaled almost 43,000.  

 

Nationally, about half of the 800,000 federal employees impacted by the shutdown were 

furloughed, while the rest continued to work without pay for safety or security reasons. 

Whether that ratio between furloughed and working without pay was representative of the 

situation in Maryland is unknown at this time. Federal employees who were required to 

work during the recent shutdown were guaranteed to get paid for the time they worked. 

The U.S. Congress passed and the President signed legislation to pay furloughed federal 

employees for the shutdown period when it ended.  

 

State Fiscal Effect:  The bill does not take effect unless USDOL determines that Maryland 

UI law conforms to federal UI program requirements. As noted above, current guidance 

appears to indicate that the bill does not conform. 

 

Under the assumption that the bill takes effect, and absent changes to federal law, then the 

bill likely results in additional UI claims during future federal government shutdowns from 

individuals working without pay. Under these specific assumptions only, DLLR can 

administer such claims with existing resources because the federal government reimburses 

DLLR for its administrative costs.  

 

For context, DLLR typically experiences 10,000 to 20,000 initial UI claims in a given 

month. DLLR advises that it handled more than 4,100 federal employee claims during the 
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recent shutdown through a combination of overtime and training staff from other areas to 

assist with processing.  

 

DLS notes that USDOL recently indicated that it will not reimburse administrative costs 

or benefit payments for claims processed that do not conform to federal requirements.  

 

UITF Effect:  The bill does not take effect unless USDOL determines that Maryland 

UI law conforms to federal UI program requirements. As noted above, current guidance 

appears to indicate that the bill does not conform. UITF is nonbudgeted. 

 

Under the assumption that the bill takes effect, and absent changes to federal law, then the 

bill likely results in additional UI claims during future federal government shutdowns from 

individuals working without pay. During the 2018-2019 shutdown, assuming national 

averages, about 20,000 to 22,000 individuals were working without pay at federal facilities 

located in Maryland. Assuming an average weekly UI benefit of $350, and 

4,000 individuals apply, UITF expenditures increase by $1.4 million per week of the 

shutdown, beginning as early as fiscal 2019. For context, UITF benefits paid averaged 

$8.8 million per week in 2018.  

 

As an example of a potential maximum exposure, if 22,000 individuals claim the maximum 

weekly benefit of $430 for the maximum allowable 26 weeks, UITF expenditures increase 

by $246 million.  

 

Assuming affected federal employees are eventually paid for the time they worked without 

pay during a shutdown, any UI benefits received during that time must be repaid to UITF 

by those employees. Under this assumption, UITF revenues increase correspondingly, 

likely beginning in the same fiscal year as the benefit payments, and continuing for several 

fiscal years thereafter. Conversely, if affected federal employees are not eventually paid 

for the time they worked without pay during a shutdown, then UI benefits received during 

that time are reimbursed to UITF by the federal government.  

 

Tax Tables 

 

This analysis does not reflect any change to the tax rate table used to determine private 

employer UI taxes each year. The tax table (A through F) is determined annually on 

September 30, based on the UITF balance on that date, which then becomes effective for 

the next calendar year. The current Table A has the lowest tax rate. To stay in Table A, the 

balance needs to be more than 5% of the taxable wages reported by employers who do not 

reimburse. The UITF balance was $1.2 billion on September 30, 2018, or 6.0% of taxable 

wages. Holding taxable wages constant, Table B would go into effect at about $1.0 billion, 

Table C would go into effect at about $0.9 billion.  
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Based on these amounts, a shutdown and its associated payments generally would need to 

be significant, and in the absence of a broad economic slowdown, to decrease the UITF 

balance enough to change the tax rate table. Nevertheless, the possibility exists. 

 

Additional Comments:  This analysis assumes that the bill applies to civilian employees 

of the federal government when they are not being paid for work performed during a full 

or partial federal government shutdown. 

  

 

Additional Information 
 

Prior Introductions:  None. 

 

Cross File:  HB 336 (Delegate Feldmark, et al.) - Economic Matters. 

 

Information Source(s):  Department of Labor, Licensing, and Regulation; 

U.S. Department of Labor; U.S. Office of Personnel Management; Department of 

Legislative Services 

 

Fiscal Note History:  First Reader - January 31, 2019 

 an/ljm 

 

Analysis by:   Stephen M. Ross  Direct Inquiries to: 

(410) 946-5510 

(301) 970-5510 
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