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Amendments to Chapter 815 Unemployment Insurance Rules 1 

Policy Concept 2 

 3 

Background 4 

At its December 18, 2018 public meeting, the Texas Workforce Commission 5 

(Commission) approved a legislative initiative to amend the existing definition of 6 

“employing unit” to include a common paymaster arrangement as provided for in the 7 

Federal Unemployment Tax Act (FUTA) at 26 U.C.S. §3306(p). That proposal became 8 

Senate Bill (SB) 2296 of the 86th Texas Legislature, Regular Session. 9 

 10 

On June 10, 2019, the Governor signed SB 2296 which amends §201.011(11) of the 11 

Texas Unemployment Compensation Act (TUCA). Effective January 1, 2020, the 12 

definition of “employing unit” will include a common paymaster as defined in 26 U.S.C. 13 

§3306(p) of the FUTA. Under §201.011(11)(B), related corporations utilizing a common 14 

paymaster must still adhere to the requirements of TUCA Chapter 204, Subchapter E. 15 

 16 

In its review of the Commission’s legislative proposal and SB 2296, the United States 17 

Department of Labor affirmed conformity with federal unemployment compensation 18 

(UC) law and noted that with respect to their reliance on the federal definition and the 19 

mandatory transfer of experience provision required by Section 303(k), Social Security 20 

Act, the proposal and resulting legislation were consistent with the State Unemployment 21 

Tax Act Dumping Prevention Act of 2004. 22 

 23 

SB 2296 requires the Commission to adopt rules necessary to implement this new TUCA 24 

provision. SB 2296 takes effect January 1, 2020.  25 

 26 

Issue 27 

In order to properly implement SB 2296, the Commission will need to undertake the 28 

rulemaking required by the Legislature as part of this legislation. SB 2296 specifically 29 

incorporates the federal common paymaster statute into TUCA. 26 U.S.C. §3306(p) 30 

provides that: 31 

 32 

“if two or more related corporations concurrently employ the same individual and 33 

compensate such individual through a common paymaster which is one of such 34 

corporations, each such corporation shall be considered to have paid as remuneration to 35 

such individual only the amounts actually disbursed by it to such individual and shall not 36 

be considered to have paid as remuneration to such individual amounts actually 37 

disbursed to such individual by another of such corporations.” 38 

 39 

Undefined in this statute are the terms common paymaster, related corporations, and 40 

concurrently employ. Furthermore, parameters related to common paymaster 41 

administrative reporting procedures will be necessary  42 

 43 

Recommendation 44 

Staff recommends creating a new section, §815.177 of the Unemployment Insurance 45 

rules to provide clear guidelines for employers and the Agency regarding the 46 

https://www.govregs.com/uscode/title26_subtitleC_chapter23_section3306
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circumstances in which an employer may designate a common paymaster for state 1 

unemployment tax reporting purposes. This will enable TWC to comply with its statutory 2 

requirements as long as the required implementation rules are in place by the effective 3 

date of this legislation, January 1, 2020. 4 

 5 

Because SB 2296 incorporates the federal FUTA definition of a common paymaster 6 

relationship into TUCA, staff believes it would be prudent, and within the intent of the 7 

legislation, to also align the rules under the proposed §815.117 closely with FUTA and 8 

largely mirroring its corresponding regulations. This would have the added benefit of 9 

allowing employers utilizing a common paymaster for federal tax purposes to easily 10 

match the same standards at the state level and ensuring that conformity with federal UC 11 

law is maintained.  12 

 13 

To achieve the intended effect, staff recommends the proposed rulemaking address 14 

definitions for common paymaster, what constitute related corporations, and concurrent 15 

employment. Additional areas of rulemaking which may benefit the Agency and its 16 

constituents would be a clear description and explanation of the application procedures 17 

for common paymaster, TWC’s method of allocating taxes, and how this new tax 18 

arrangement will affect claims for unemployment benefits.  19 

 20 

Due to some of the complexities involved with the common paymaster relationship, staff 21 

also recommends providing examples in rule of common paymaster, what constitutes 22 

related corporations, and concurrent employment to alleviate potential confusion.  23 

 24 

Staff seeks approval to move forward with the proposed rulemaking as required by SB 25 

2296.  26 


