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[Material in brackets to be deleted; material in italics to be added)

PROPOSED AMENDMENTS TO H.R. 15119 AND TECHNICAL
EXPLANATION

Panr A—CovErace

Amendment.— Section 101, page 1, line 11 through page 2, line 11,
should be amended to vead as follows: .

“DEFINITION OF EMPLOYER

“SEc, 101, (a) Subsection (a) of seetion 3306 of the Internal
Revenue Code of 1954 is amended to read as follows:

“a) EMPLOYER.-- For purposes of this chapter, the term
“employer” means, with respeet to any enlendar year, uny person
who[—1]

[ (03 during any calendar quarter in the calendar year
puid wages of [$1,500F €300 ov more [, o}

[ 2) On each of some 20 duys during the ealendar year,
cach day being in a different calendar week, employed at
lfnsi’ one individual in employment fur sume portion of the
duy.

Erplanation.- ~The proposed climnge is designed 1o extend coverage
ta employers who have at Teast a 8300 puyroll in w quarter, as recom-
niended by the Interstute Conference of Employment  Sceurity
Agencies.  Such a provision hns several signiticant advantages over
the provision of ILR. 15119 which contains alternative provisions of
at Jeast 20 weeks of work in n yenr oF a quarterly payrell of $1,500,
I would increase coverage by 1.55 million workers, 350,000 more than
wovided by the House bill, und would be easier to administer.  The
imitation of $300 in o quarter is high enough o avoid coverage of
those only easually in employer status. It is the highest quarterly
payroll limit now used by States which determine coverage xvlely by
size of quarterly payroll.

DEFINITION OF WAGES

Jdmendmond - () Subseetion (by of seetion 3306 of the Infernal
Revenue Cude of 1954 is amendad by adding at the cnd thercof @ new
paragraph (10) us follows:

“Uoy Auy remuncration for employment as defined in seetion
3306e)(!) unless the remuneration constitutes wages wnder section
312Ha)(SYB) and wax paid by an cmployer to an employee but
only i suele employee was pald by such cmployer such wages in the
amount of at least 3300 in any calandar quarter in a calendar year
or in the tmmediately preeeding ealendar year.”

1



2 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1960

DEFINITION OF EMPLOYMENT

Amendment.—(c) Paragraph (1) of subsection (¢) aof section 3306 of
the Internal Revenue Code of 1954 is amended to read as follows:

“(1) agricultural labor (as defined in section 3306(k) unless per-
formed for an employer who, in a calendar year or in the immedi-
ately preceding calendar year, paid wages under section 3121(a)(8)
(B) for such labor to each of 50 employees.”

vrplanation.—The proposed additions in subsections (b) und (c)
are designed to cover for Federal unemployment tax purposes farni
employers who employ 50 or more workers reportable under FICA.
Only the wages of those workers who were paid $300 in any ealendar
quarter, however, would be taxed and only such workers would be
covered for unemployment insurance. The 50 or more workers re-
quirement is designed to deseribe the large farm.  The $300 quarterly
payroll requirement is designed to eliminate migrant, easual, or inter-
mittent workers,

EFFECTIVE DATLS

L)Y Amendment.~—(d) The amendment made by subsection (n)
shall apply with respect to vemuneration paid after December 31.
L[19683 1967.  The amendments made by subsections (b) and (¢) shall
apply after December 31, 1968.

s planation.—Subsection (a) changes the size of firm limitation in
the ((eﬁnilinn of “employer.”  An entlier effective date of January
1, 1968 (instead of January 1, 1969, as in IL.R. 15119), will present
no problems, beeause the 13 States which would need to amend their
laws to provide broader coverage have legislative sessions in 1967,

The extension to large farms, however, wonld not bhe antomatie
in 20 States, several of which do not have a regular legistative session
until 19968. Therefore, the effective date for this change is January
1, 1969.

SECTION 105. STUDENTS ENGAGED IN WORK-STUDY PROGRAMS

Amendment.—Section 103, page 9, lines 2 through 16, should be
wmended to read as follows:

SEc. 105. (n) Paragraph (10) of section 3306(c) of the Internal
Revenue (lode of 1954 is amended by striking out the semicolon at the
end of subparagraph (B) and inserting in hicu thereof ¢, or' and by
udding at t‘h(‘ end thereof the following new subparagraph:

“(*) service performed by an individuul who is enrolled at

[an] a nonprofit or public edueational institution [within the

meahing of section 151(e)()F which normally maintains a reqular

Saculty and curriculom and “normally has a regularly organized

body of students in attendance at the place where s educational

activities are carried on, as a student in a full-time program, taken

for credit at such institutions, which combines neademic instruc-

tion with work experience, if such Linstitution has certified to the

employer that such:" service is an integral part of sueh program,

um’ such instilution has so certificd to the employer, except that this

waragraph shall not apply to service performed in a program cstab-
{ix!ml Sor or on behalf of an employer or group of ciaployers.”’

Erplanation.—~The proposed chunges are designed to clarifly the
language used in H.R. 15119 to assure that it carries vut the intent of
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the House Ways and Means Committee ns evidenced in its report:
“This new exclusion does not apply to employee edueational or train-
ing programs run by or for an employer or group of employers.”

Part B.—ProvisioNs oF Stati Laws
PROVISIONS REQUIRED TO BE INCLUDED IN STATE LAWS

Amendment.—Section 121 of the bill, page 9, line 19 through page
10, line 22, is amended to read as follows:

“SEc. 1210 (n) Section 3304) of the Internal Revenue Code of
1954 is amended by inserting alter paragraph (6) (added by section
104(n) of this Act) the following new paragraphs:

7)) an individual who has received compensation during his
benefit year is required to have had work sitce the beginning of
stch year in order to qualify for compensation in his next benefit
year;

L4 48) compensation shall not be denied to any individunl by
reason of eancellation of wage credits or total reduction of his
benefit rights for any cause other than discharge for misconduet
connected with his work, fraud in conneetion with a elaim for
compensation, or receipt of disqualifying income];

“YSI(@) eompensation may not be denied in sueh State to any
otherwise eliyible Individual

" 4@) by reason of ¢ State disqualification for @ period in cr-
cess af 13 weeks following the week in which a disqualifying act
ocenrrad; or

1) for any week of unemployimant during his bencfit year
by reason «f a canedlation of his wage eredits or redetion of his
benefit rights (other than a reduction becanse of carnings or
disqualifying tmeome) execpl that -

compensation may be denied an accordanee with disqualification
prorisions of applicable State taw for wncmployment due to a labor
dispute or {nr}mud i conneetion with fis claim, withowt regard to
the limitation of this subscetion,

by Campensation paid to any individual (or @ derivative of compen-
safion) after /w has been disqualified because he left work without good
cquse or was discharged for misconduct in connection with his work
skall not be (1) charged “agatnst the cxparicnce rating account of the
cuployer from whose employment he left or was discharged, or (2) other-
wise reflectad in such employer's experience on the basis of which his
rate is determined as required by section 3303(a)(1).! "’

wrplanation.—'Che proposal would change the Federal standard
with respect to disqualifications from that provided in ILR. 15119
by (1) providing a limitation on the period of disqualifieation, (2) pro-
hibiting any reduction (instead of only total reduction) of benefits,
and (3) prohibiting the charging to the separating employer’s experi-
ence rating nccount of benefits paid fullowing certain disqualifications.

With certain specitied exceptions, disquulifications must not exceed
a denial of compensation for 13 weeks fuhnwing the week in which the
disqualifying net oceurred.  'T'he language retains the prohibition in
ll.I!. 15110 ugainst eancellation of wage credits, and prohibits uny
reduction of the worker's earned monetary entitlement, ax well as
dizqualifications which last for the duration of a period of unem-
ployment,
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The limitation to a 13-week denial does not apply to disqualifica-
tions imposed in cases of labor dispute or of frnu(f in connection with
a claim, A State remains free to impose whatever disqualification it
deems appropriate in such cases,

"The proposal does not preclude a State from reducing an individual’s
weekly benefit amount because of his receipt of disqualifying income,

~such as earnings or pensions during a week cluimed as a week of
unemployment,

The proposal also prohibits a State from charging to the experience
rating account of the separating employer any compensation paid
after a worker has been disqualified because he left \\'nr{c without good
cause or was discharged for misconduet in connection with this work,

The proposal provides for the handling of the experience-rating
problem in States which have experience-rating systems that do not
charge compensation.

dAmendinent—(9) compensation shall not he denied to an indi-
vidual for any week beeause he is in {raining with the approval of the
State ageney {(or beecause of the application, to any such week in
treining, of State law provisions rollnling to availability for work,
active search for waork, or refusal to aecept work);

“(10) compensation shall not be denied or reduced to an individual
solely because he files n elaim in another State or in Canada or beeause
he resides in another State or in Canada at the time he files o ¢laim
for unemployment compensation;”.

(b) The amendment made by subsection (a) shall take clfect
January 1, 1969, and shall apply to the taxuble year 1969 and taxable
years thereafter.

Srplanation.—The proposed change wounld include Canadn in the
requirement that State unemployment insurance systems refrain from
diseriminating against workers who earned henefit rights in the State
but who file their cluims from outside the State,

In 1942, the United States and Canada entered inte an exceutive
agreement authorizing the inclusion of Canada in the Interstate
Benefit Payment Plan as if it were a State.  All but four States
(Alabama. Towa, Maine, and New Hampshire) and Puerto Rico have
subscribed to the reciprocal agreement with Canada.  Failure of
the two border States to do so puts a premium on the hiring of
Canadian warkers in preference to American workers; hecause separa-
tion of American workers could result in charges to the employers’
experience-rating account whereas the separation of Canadian workers
would not. .

Part (~—Jupician Review

Amendment—Section 131(a} of the bill, page 12, line 19 through
page 15, line 22 should be amended to read as follows:

“Pitle I of the Social Security Act is amended by adding at the
end thereof the following new section:

Y UDICIAL REVIEW

“Skc. 304. (1) Whenever the Secretary of Liabor—-
“(1) finds that a State law does not include provisions of
section 303(a), or
42) makes a finding with respect to a State under subsec-
tion (b) or (c) of section 303,
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such State may, within 60 days after the Governor of the State has
been notified of such action, file with the United States court of
appeals for the cireuit in which such State is loeated or with the
United States Court of Appeals for the Distvict of C'olumbia a petition
for review of such action. A copy of the petition shall he forthwith
transmitted by the clerk of the court to the Seervelary of Labor, The
Secretary of Labor thereupon shall file in the court the record of the
proceedings on which he based his action as provided in seetion 2112
of title 28, United States C'ode.

by The findings of fuet by the Seeretary of Labor, Lunless

ccontrary to the weight of the] if supported by substantial evidence,

shall he conclusive; but the eourt, for good cause shown, may remand
the case to the Secretary of Labor to take further evidence and the
Seeretary of Labor may thereupon make new or modified findings of
fact and may modify his previous action, and shall certify to the
court the record of the further proceedings. Such new or nodified
{indings of fuct shall likewise be conclusive [unless contrary to the
weight of the] if supported by substantial evidence.

e} The court s{mll have jurizdiction to affirm the action of the
Seeretary of Labor or to set it aside, in whole or in part.  The judg-
ment of the court shall be subjeet to review by the Supreme Court of
the United States upon certiorari or certification as provided in section
1254 of title 28, United States Code,

(1) The Secretary of Labor shall not withhold any certifieation
for payment to any State under section 302 until the expiration of 60
duys after the Governor of the State has been notified of the action
referred to in pm'ugruph (1) or (2) of subsecetion (a) or until the State
has filed u petition for review of such netion, whichever is earlier.

“42) The commencement of judicial procecdings under this section
shall not stay the Seeretary’s action, but the conrt may grant interim
relief if warranted, including stay of the Secretary's action and
inctuding such relief as may be neeessary to preserve status or rights,
© % 4e) Any judicial proceedings under this section shall be entitled
to, and, upon request of the Secretary or the State, shall receive a
pieference and shall be heard and determined as expeditionsly as
pussible,” "

() (1) Chapter 23 of the Internal Revenue Code of 1954 is amended
by adding at the end thereof the following new section:

“SEC. 3311, JUDICIAL REVIEW.

“(a) In GeENerAn-—Whenever under section 3303(h) or section
3304(c) the Secretary of Labor makes a finding pursunnt to which he
is required to withhold a certification under such seetion, such State
may, within 60 days after the Governor of the State has been notitied
of such action, file with the United States court of appeals for the
cireuit in which such State is loeated or with the United States Court of
Appeals for the District of Columbin a petition for review of such
action, A copy of the petition shall be forthwith transmitted by the
clerk of the court to the Secretary of Labor.  The Secretary of Labor
therenpon shall file in the court the record of the proceedings on which
lie based his action ns provided in seetion 2112 of title 28, United
States Cude.

“(b) FinniNas oF Facr.—The findings of fact by the Secretary of
Labor, Lunless contrary to the weight of the] if supported by sub-

HA-830—60——2
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stantial evidence, shall be conclusive; but the court, for good canse
shown, may remand the case to the Secretary of Labor to take further
evidence, and the Secretury of Labor may thereupon make new or
modified findings of fact and may medify his previous action, and
shall certify to the court the record of the further proceedings.  Such
new or modified findings of fact shall likewise be conclusive [unless
contrary to the weight of the] if supported by substantial evilence.”

Lorplanation.—These proposed chunges are designed to provide
that the Secretary’s findings of fact shall be cenclusive “if supported
by substantial evidence” mstead of “unless contrary to the weight
of the evidence”’ us in H.R. 15119, The substantinl evidence rule
is generally applied in judicial review of administrative aetion, 1t
is contained in, for example, section 10(y) of the Administrative
Procedure Act, seetion 404 of the Social Security Aet, seetion 217()
of the Economie Opportunity Act of 1964, section 603 of the Civil
Rights et of 1964 (by reference to sec. 10 of the Administrative
Pracedure Act), and section G0S8(b) of the Hospitul und Medieal
Fucilities Amendments of 1964,

SAmendment.—Seetion 131(h)(2), page 16, lines 20 through page 17,
line 19, of the bill should be amended to read as follows:

“(2) Subsection (¢) of section 3304 of the Internal Revenue Code
of 1954 is amended to read as follows:

“(ey Cerririeation.--On October 31 of each taxable year the
Seeretary of Labor shall certify to the Secretary euch State whose
law he has previously approved, except that he shall not certify any
State which, after reasonable notice and opportunity for learing to
the State ageney, the Secretary of Labor finds has umended its nw
so that it ne longer contains the provisions specified in subsection ()
or has with respeet to the 12-month period ending on such October 31
failed to com iy substantinlly with any such provisdon in such sub-
section. No finding of a failure to comply substantially with Lthe]
any {)mvision Lin State law specified] in paragraph (5) of subsection
(a) shall be bused on an application or interpretation of State lnw with
respect to which [further administrative or judicial review is provided
for under the laws of the State.] the time for revicw provided under the
laws of the State has not expived or further administrative or judicial
review is pending. On QOctober 31 of 1968 or of any taxable year
thereafter, the Secretary shall not certify any State which, after
reasonable notice and opportunity for hearing to the State agency,
the Secretary of Labor finds has failed to amend its law so that it
contains the provisions specified in subséetion (a) added by the
Unemployment Insurance Amendments of 1966, or has with respeet
to the 12-month period (10-month period in the ense of October 31,
1869) ending on such October 31 fuiled to comply substantially with
any such provision in such subscetion.”

Ezxplanation.—'The proposed change to the first and Inst sentences
of section 3304(c) of the Federal Unemployient Tax et as amendecl
by H.R. 15119 is designed to clarify the reference to the provisions in
stithsection () of section 3304, Tt reflects no change in substance,

The proposed chunges to the second sentence of section 3304(c) are
designed (1) to make it clear that the complinnce referred to is with
the provisions of section 3304(n)(5), the so-called labor standards
provision, and (2) to eliminate the present ambiguity as to whether
the Secretary may act on a State’s application or interpretation of
the lubor standards provision in State law that was not appealed to
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the highest State court, The second change, however, assures that
no action may be taken by the Secretary until an application or
interpretation of State law is finul.  Thus the Seeretary may not act
while a case is pending review within the State or the period nvailuble
to obtuin such review has not yet expired.

Part D—ApMINISTRATION
AMOUNTS AVAILABLE FOR ADMINISTRATIVE EXPENDITURFS

Amendment—-Sece. 141, ()] Section 901(¢)(3) of the Social
Seeurity Act is amended —

L)) by striking Lout “the net receipts” each place it
appears in the first sentence and inserting in lieu thereof ‘five-
sixths of the net receipts”; andY paragraphs (1) and (B) and sub-
stituting thercfor the following new paragraphs:

“(A) in the case of fiscal year 1967, an amount epral to 93 pereent
of the wnonnt estimated and st forth in the Budget of the United
States Gorarnment for such fiscal year as the net reecipts during such
swear under the Fedaal Unemployment Tar Jet;

B tn the case of fiseal year 1968, an amount equal to 95 per-
cout of the amonnt (stimated and sd forth in the Budget of the United
States Gorernment for such fiscal year as fivc-sicths of the nct reecipts
during such year wnder the Federal Unemployinent Tar JSet; ane

Yy i the ease of any fiscal yoar thereafter, an amount equal to
45 perecnt of the amonrd estimated and st forth in the Budged of the
United States Gorcrnment Jor such fiscal year as cight-clevenths of the
ned reccipts during suck year wadcr the Federal Unemployment Tar

et
[23(b) by striking “C.4 pereent’”’ in the second sentenee and
inserting in lieu thereof “0.6 pereent for calendar year 1968 and
0.55 for subsequent calendar years”.
L) 'The amendments made by snbsection (a) shall apply to
fiscal years beginning after June 30, 1967.3
Erplanation.—This change is necessury to make the current limita-
tion on the amount authorized as available for grants to the States
for administration of the employment seewity program relate to the
new tax rates lprm’i(lcd in section 301 and the distribution of the tax
receipts provided in seetion 207.

UNEMPLOYMENT COMPENSATION RESEARCH PROGHAM AND TRAINING
GRANTS FOR UNEMPLOYMENT COMPLNSATION PERSONNEL

Amcndment.--Seetion 142 of the bill, page 18, line 19, through
page 19, is amended to read as follows:

“Ske, 142, Title IX of the Social Security Act is amended by adding
at the end thereof the following new seetions:

CHUNEMPLOYMENT COMPENSATION RESEARUH PROGRAM

SEe, 906, {n) The Secretary of Labor shall
“41) establish a continiing and comprehiensive program of
research to evaluate the unemployment compensation system.
Such vesearcl shall inelude, but not be limited to, a program of
factual studies covering the role of unemployment compensation

IR Mbiiveviv, s RIVLS LIDRARY

i
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under varying patterns of unemployment, (he relationship be-
tween the unemployment compensation and other social insur-
ance programs, the effect of State eligibility nnd disqualification
provisions, the personal characteristics, fumil’\' situntions, em-
plovment background and experience of elaimants, with the
results of such studies to be made public; and

“2) establish n program of researeh to develop information
(which shall be made public) as to the effect and impact of ex-
tending coverage to exeluded groups.

“‘Authorization of Appropriations

““(b) [To assist in the establishment ard provide for the continun-
tion of the comprehensive rescarch program rveluting to the wnem-
ployment compensation system, there] 7here ave hereby authorized
to be appropriuated for the fiscal year ending June 30, 1967, and for
each fiscal year therealter such sums as muy be necessary to carry
out the purposes of this seetion.  From the sums nuthorized to he
appropriated by this subsection the Secretury nmy provide for the
conduct of such resenreh through grants or contracis.”

Explanation.~-"The proposed change is a technieal one to insure
that the authorization 0{ approprintions applies to both programs
authorized by subsection (1) of section 906. ’

Amendment.---Title 1 of the bill, page 24, should be further amended
by adding at the etul thereof a new Part E—--Bexerit RequinkMesTs,
as follows:

“Pant E—Bexernr Requiremests

“Skc. 151, The Internal Revenue Code of 195t is hereby further
amended adding a new section 3312 as follows:

“iSee, 3312, (@) Cerriricarios —On  October 31, 1968, and
October 31 of each calendar year thercafter, the Seerctary of Labor shall
certify to the Seciectary each State whose law ke finds is in aceord with the
requirements of subscetion (e) and has been in accord with such require-
ments for substantially all of the 12-month period ending on such October
31 (except that for 1968, it shall be the 4-month perviod ending on October
31 and that there has been substantial compliance with such State faw
requircments during sneh period.  The Scerctary of Labor shall net
withhold kis certification to the Seevdlary unless, after veasonable uotice
and opportunity for hearing to the State ayeney, ke finds that the State
law 4= not in accord with the requivements of subsection () or has aot
been in accord with such requirements for substantially all of the 12-
menth period cnding on suek October 31 {exccpt that for 1965, it shall be
the J-month period ending on October 31) or that there hax becn a failure
to comply substantiolly with sueh State law repiivements during such
period. For any State which is not certificd under this subscetion on any
October 31, the Secretary of Labor shall within 10 days thercafter notify
the Scerctary of the reduction in the eredit allowable to taxpayers subjict
to the unemployment compensation luw of such State pursuant to scetion
3302(c)(4).

“b) Nortce o Qoviryor oF NONCERTIFICATION —

“Uf at any time the Secretary of Labor has reason to belicve that «
State may nol be certified under subscetion (@) ke shall promptly notify
the Governor of such State,
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“ie) REQUIREMENTS —~ )

1) Wirn nesprer 1o BENEFIT YEARS BEGINNING ON OR
AFTER JULY 1, 1968 o=

Y the State law <hall wot require that an indicidual
have more than 20 weeks of employnient (or the equivalent as
provided in subscetion () in the buse period to qualify for
unemployment compensation;

YAy the State law shall provide that the weelly benefit
amounl of any eliyible individual for a week of total wncm-
plopnent shall be (1Y an amount cqual to at lcast one-half
of such cndicidual’s aeerage weekly wage as determined by the
State ageney, or (i) the State marimuwm weekly bonefit anount
(eoclusive of allowanees with respeel to dependents) payable
with respiet to such week under such law, whicheeor is the lesser?

Y the State law shall provide for an individual with
20 weeks of cnploypment (or the cquiralent) in the base period,
benefits (e @ benefit year equal to at least 26 times his weckly
benefit wmount.

Cllny wekly bencfit amount payable under a State law
1ay be roundod to an ecen dollar amount e aecordance with
such State {aw,

“ G2y The State marimum weekly benefit ainount {crclusive of
allvwances with respeet to dependentsy shall be no less than 664
rcent of the Statawide average weekly wage most recently compded
;u.lure the beginning of any benefit year, except that, for bendfit yours
beginuning betweea July 1, 1968, @l June 30, 1970, such aneunt
shall be wo less thaw 50 percent of sueh Statewide acerage weckly
wage, and for ben fit years beginning between July 1, 1970, and
June 30, 1972, such amonut shall be no less than 60 perecut of
sueh  Statewide average weekly awage,

@) In daermining whather an individual has 20 weeks of
employment, there st be eonuted as @ week, any week in awkich
the tndividiwad carned at least 25 pereent of the Statewide accrage
weckly wage.

CAY For the purpose of aibsections (e)(D(A) and (), the
cypnivalent of 20 weeks of cuplapnend in @ State which wscs high-
quarter wages is otal base period wages equal to five times the
Statewide wecrage wekly wage, awd cither one and onc-half times
the twlivideal’s higl-quarvter cavnings or forty times his oweckly
benefit amount, whichecar s appropriate under State law.

‘() DEFINITIONS, - -

DY Shengfit year® meansa poriod as defined Tv State law creept
that it shall not i xeceed one year beginning subseguent to the end of an
icdividual’s base period,

2y “hase poriad” means a qiciod as dofucd D State low but it
shall be fifty-two conscentivce weeks, one year, or four consceutice
ealendar quarters cnding not carliee than sie mouths prioe to the
begiuning of an indicidual’s bencfit year,

U3 figh-guartcr wanes” mcans the amount of wages for
services performed fn cnploypment corcred wnder the State low paid
to an indicidual in that quadter of kis base period v which such
wages were ldghest, Tevespeetice of the Tindation on the amaount
of wages subjeet to contributions wnder suel Stale law,

Sy Cindividbead's accrage wekly wage” means an amount
computed cqual to (A) one-thivteentl of an andividual's high-puarter
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wages, in a State which bases eligibility on high-quarter wages
paid in the base period or (B) in any other State, the amount ob-
tained by dividing the total amount of vages (irrespective of the
limitation on the amounl of wages subject *- contributions under the
State luw) paild to such indiidual during his base period by the
number of weeks in which he performed services in employment
covered under such law during suck period. .
WEG) Ystatewide average weekly wage” means the amount com-
puted by the State ugency at least once each year on the basis of the
aggregate amount of wages, irvespective of the limitation on the
amount of wages subject to contributions under such State law, rc-
ported by employers ds ){m id for services covered under such State law
during the first four of the last six completed catendar quarters prior to
the effective daie of the computation, divided by a figure representing
fifty-two times the twelve-mouth averaye of the number of employecs
in the pay period whick includes the twelfth day of each month dwriny
the same four calendar quarters, as reported by such employers.’ !

“LIMITATION ON CREDIT AGAINST TAX

“Ske. 152. (a) Section 3302 of the Internal Revenue Code of 1954 is
amended by adding at the end of subsection {c) therenf a new paragraph
4) us follows:

“e(4) If the unemployment compensation law of a State has not
been certified for a twelve-month period ending on October 31 pur-
suant to section 3312(a), then the total eredits (after applying
subsections (a) and (b} end puragraphs (1), (2), and (3) of thix
subsection) otherwise allowable under this section for the tarable
year in which such October 31 occurs in the case of a tarpayer subject
to the unemployment compensation law of such State shall be reduced
by the amount by which 2.7 percent execeeds the four-year benefit coxt
rate applicable to such State for such tazable year in accordance with
the notification of the Secretary of Labar pursuant to section 3312(a).’

“(b) Subsection (¢)@YWIY aof section 3302 is amended by
substituting the term ‘4-year’ for the term ‘6-year’.”

“(c) The heading for paragraph (5) of subsection (d} of section 3302
s rem'.[s'e(l {o read *4-year benefit cost rate’, and the parayraph is amended
to read:

“lkor purpoeses of subsection (¢)(4) and subparagraph (C) of
subsection (¢)(8), the four-year benefit cost rate applicable to any
State for any tasable year is that pereentage obtained by diciding —

“A)Y One-fourth of the total compensation paid under the
State unemployment compensation law during the four-year
period ending at the close of the first calendar year preecding
such tarable year, by

“(B) The total of the remuncration subjeet to contributions
under the State wnemployment compensation law with respeet
to the first calendur year preceding sueh tarable year. -
mutneration” for the purpose of this subparagraph shall inetnde
the amount of wages for screiecs corcred nnder the State law: ir-
respeetive of the Dmitation of the wmount of wages snbjeet to
contribution wnder such State lw paid to an indiridual by an
cmployer during any calendar yoar beginning vith 1968 wp to
85600, and beginning with 1971, up to $6,600; for Stalcs for
which ¢t is necessary, the Seerctary of Labor shall estimate the
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vemuneration with vespeet to the calendar year preceding the
taxable year. "

lrplanation.—The proposed changes add to the provisions in
LR, 15119 requirements as to State benefits which must be met by
a State if employers in that State are to receive full tax credit against
the Federal unemployment tax for contributions paid to the State.
If a State provides benefits meeting the prescribed minimum levels of
benefit adequacy, employers in the State would be eligible for the full
2.7 percent credit aguninst the Federal tax; if, however, the State
henefits are below the established level, employers’ Federal tax credit
ix limited to the actual average cost of the benefits being provided.
"Chis proposed addition represents the most significant improvement
to H.R. 15119,

The purpose of the benefit requirements and reduced credit pro-
visions is to proteet the States which want to provide adequate
benefits by assuring that no State ean get for its employers a reduction
in a Federal tax by providing inadequate protection to the unem-
loyed workers in the State. Thus, the requirements restore the
i"edorul. unemployment tax to its original and intended role of elimi-
nating the fears of interstate competitive tax disadvantages as a
deterrent to State action. ’

The benelit requirements velate to the three primary factors deter-
mining the adequacy of pretection-—the measure of past labor force
attaelment required to qualify for benefits, the weekly benefit amount,
and the duration of henefits payable.

The lunguage provides that the qualilying employment or qualifying
wage requiremients in the State benefit formula eannot exelude from
benefits workers who have had 20 weeks of employment (or the
equivalent) in a I-year base period.

The qualifying requirement limits the program’s protection to
regular members of dl(‘ fabor force. Tt should be high enough 10
climinate  workers with insignificant past employment, without
climinating workers regularly attached to the Iabor force who have
had some unemployment, underemployment, or noncovered work
during their base period.

The proposal is expected to influence States with very low qualify-
ing requirements to amend their law to provide more adequate meas-
ures of‘ attachment while at the sume time it protects workers against
unreasonubly high requirements.

Under the proposal, the State law would be required to provide
that those who meet the State qualifyiug requirement be en(ided fon
weekly benefit amount of at least 50 pereent of the individual’s weekly
wage, up to the Btate maximum. States are free to pay some or all
clatmants a benefit which represents move than 50 percent of their
weekly wages.

The State maximum, exclusive of any amount payable with respect
to dependents must be set, for benelit years beginning between July 1,
1068, and June 30, 1970, at a level representing 50 pereent of the
statewide nverage weekly wage.  [n order to assure that most covered
workers will be able to receive u benefit of at least hall their own
wages, the maximum must be higher than 50 percent of average wages,
Therefore, the maximum woukl have to inerease 1o 60 pereent of the
statewide average weekly wage for benefit yeurs beginning between
July 1, 1070, and June 30, 1972, and to 66% pereent of the statewide
average for subsequent benefit years. At all stages, the individual
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benefit need not represent more than 50 percent of the individunl's
wage; at the final stage, it is estimated that ubout 75 percent of the
male claimants would receive » benefit of 50 percent of their own wages;
the other 25 percent would still be cut off by the maximum.

With respect to duration, the proposal would require State laws to
provide eligible claiimants having 20 weeks of base period cruploy-
ment, or its equivalent, with potentinl duration of at least 26 times
the weekly rate. This does not mean that the State must provide
uniform duration for all who quulify for benefits under State Iaw.
Workers who qualify with less t\mn 20 weeks of employment may be
provided potential duration of less than 26 weeks. A State which
provides benefits in excess of 26 weeks may restrict the longer duration
to workers with more than 20 weeks of employment. )

Moreover, without a requirement as to duration, there may he
pressurés to meet the weekly benefit umount requirement al the
expense of reduced duration,

I'he proposal includes necessary definitions. It provides for a
uniform method of computing the statewide average weekly wage on
the basis of information currently available from vequired reports.
The aggregate remuneration paid during a year to all individuals
covered under the State lnw ix divided by 52 to convert it to a weekly
basis, and then divided by the avernge number of persons employed
at. midmonth periods.  T'he resulting figure is the amount |midl Lo an
average worker while working in a covered job, While this figure
reflects the wages paid to high-paid executives, it also includes wages
for casual and part-time jobs.  The high- and low-paid jobs tend to
offset each other's effect on the average wage. In 16 States which
now relate the maximum weekly benefit to statewide average wages,
this is essentially the formuln used to compute average wages,

TirLe II—FEpERAL-State Extespep UNEMPLOYMENT
CoMPENSATION PRroGram

General explunation.—The proposal would retuin with few changes
the Federal-State extended unemployment compensation program
contuined in LR, 15119, The principal change is that benefits paid
during an extended benefit period would be fiunneed 100 percent by the
Federal Government. 1t would, however, provide an additional
program for the long-term unemployed.  There would be a 50 percent
sharing by the Federal Government of regular State benefits paid
between 26 and 39 weeks in a benefit year. This would encournge,
but not compel, the States to provide suel additional duration,

Amendment—Title 11 of the bill, page 24, line 18 through page 39,

_line 13 is amended to read as follows:

“SHORT TITLE

“Skc. 201, This title may be cited as the ‘Federal-State Extended
Unemployment Compensation Act of 1966,
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“PAYMENT OF EXTENDED COMPENSATION
“State Law Requirements

“Sec, 202. (0)(1) For purposes of section 3304(a)(11) of the In-
ternal Revenue Code of 1954, a State law shall provide that payment
of extended compensation shall be made, for any week of unemploy-
ment which begins in the individuals’ eligibility period, to individuals
who have exhausted all rights to regular compensation under the
State law and who have no rights to regular compensation with respect
to such week under such law or any other State unemployment com-
pensation lnw or to compensation under any other Federal law., For
purposes of the preceding sentence, an individual shall have exhausted
lxis rights to regular compensation under » State law (A) when no
payments of 1egular compensation can be made under such law be-
cause such individual has received all regular compensation available
to him based on wage credits for his base Porio , or (B) when his
rights to such compensation have terminated by reason of the expira-
tion of the benefit year with respect to which such rights existed.

“(2) Except where inconsistent with the provisions of this title,
the teris and conditions of the State law which apply to claims for
regdar compensation and to the payment thereof shall apply to
elaisms for extended compensation and to the payment thereof.

“[State May Impose Special Eligibility Requirement

“L(b Notwithstanding subsection (a)(2), the State law may provide
that to be eligible for extended compensation an individual must. have
had a number of weeks (specified in such law, but not to exceed
twentv-six weeks) of covered employment in his base period (or a
specified wage or work history which is the substantinl equivalent).J”

orplanation.—="Che proposed change would delete section 20%(b) of
HL.R. 15119, Such an aption is not appropriate in a program financed
wholly by the Federal Government.

Individuals’ Compensation Accounts

Amendment.~ DY (6)(1) The State Iaw shall provide 1hat the
State will establish, for each eligible individual who !'xfos an application
therefor, an extended compensation account with respecet (o such
individual's eligibility period. The amount established in sueh account
shall be not less than whichever of the following is the least:

(A) 50 per centum of the total winount of regular compensation
(including dependents’ allowauees) payable to him during sueh
benefit yeur nnder such law, or

(1) thirteen tinmes his average weekly benefit amount [, o] :

LY thirty-nine times his average weekly benefic amount,
reduced by the vegular compensation paid (or deemed paidy 1o
fin during sueh benefit year under such taw; 1

Eexeept that the anwount so determined shall G§ the State Iaw sn
pl'n\'i(\t‘\'! be vedueed by the azeregate minount of additionnd ¢on-
pensation paid (or deemed paid) to him onder sueh law for peior
weeks of unemploviment in such benefit year whicl did ot hogin in
an extended henefit period.}

63 2. 65— -3
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(2) For purposes of paragraph (1), an individual's weekly benefit
amount for a week is the amount of regular compensation (including
dependents’ allowances) under the State Iaw payable to such individual
for such week for total unemployment.

Ezxplanation.—The proposed change would delete puragraph (C) of
subsection (d)(1) of H.R. 15119. This allernative is not consistent
with other proposals which prohibit reductions in an individual’s
benefit rights.

The reference to reduction because of additional compensation paid
under the State law is no longer appropriate with full financing by
the Federal Go~ernment.

EXTENDED BENEFIT PERIOD
Beginning and Ending

Amendment.—SEc. 203. (8) For purposes of this title, in the ease of
any State, an extended benefit period—

(1) shall begin with the third week nafter whichever of the
following weeks first occurs:

(A) a week for which there is a national“on’” indicator, or

(B) a week for which there is o State “on” indicator; and

(2) shall end with the third week after the first week for which

there is both a national “off” indicator and a State “off” indicator.

Special Rules

(b)(1} In the case of any State—

(A) no extended benefit period shall last for n period of less
than thirteen consecutive weeks, but if an extended period begins
by occurrence of a national “on” indicator, such extended benefit

eriod shall last not less than thirteen consecutive weeks succeed-
ing the third week following the “on” indicator,

(B) no extended benefit period may begin by reason of a State
“on’ indicator before the fourteenth week after the close of
prior extended benefit period with respect to such State,

(2) When a determination has been made that an extended benefit
period is beginning or ending with respect to a State (or all the States),
the Secretary shall cause notice of such determination to be published
in the Federal Register.

Explanation.—The proposed change to section 203(h)(1)(A) of HL.R.
15119 is designed to assure that there could be an extended benefit
period in all States for at least 13 consceutive weeks succeeding the
third week after the national “on” indicator. When there is n na-
tionul recession extended benefits should be paynble in all States.

Eligibility Period

Amendment. -~ (¢) For purposes of this title, an individual's eligi-
bility period under the State Inw shall consist of the [weeks in his
benefit year which begin in an extended benelit period, the next
thirteen or fewer weeks which begin in such extended benefit period}
12-month period immediately sueceeding his lust erhanstion of rights to
regular compensation under any State law or to compensation under
any other Federal Jaw.
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Ezplanation.—The proposed change to section 203(c) of H.R. 15119
is designed to accommodate the recession benefit program to the
Federal sharing in the cost of regular State benefits in excess of 26
times an individual’s weekly benefit amount.

National “On” and “Off” Indicators

Amendment.—(d) For purposes of this section—
(1) There is a national “on’’ indicator for a week if—

(A) for each of the three most recent calendar months
ending before such week, the rate of insured unemployment.
(seasonully adjusted) for all States equaled or exceedéd 5
per centum (determined by reference to the average monthly
covered employment for the first four of the most recent six
calendar quarters ending before the month in question), and

(B) the total number of claimants exhausting their rights
to vegular compensation under ull State laws during the
period consisting of such three months equaled or exceeded
1 per centum of average monthly covered employment
under all State laws for the first four of the most recent six
calendar quarters ending hefore the beginning of such period.

(2) There is a national “off”” indieator for n week if either—-

(A) for the most recent calendar month ending before
sueh week, the rate of insured unemployment (seasonally
adjusted) for all Statex wax less than 5 per centum (deter-
mined by reference to the average monthly covered employ-
ment for the first four of the most recent six ealendar quarters
ending before siuch month), or

(B) paragraph (1)(B) was not satisfied with respect to
such week.

State “On’’ and “ON” Indicators

(e) For purposes of this seetion-—

(1) There is a State “on” indicator for a week if the rate of
insired unemployment under the State law for the period con-
sisting of suelt week and the immediately preceding twelve
weeks-— )

(A) equuled or exceeded 120 per centum of the average of
saeh rates for the corresponding thirteen-week period ending
in each of the preceding {wo calendar years, and

(BY equnled or exceeded 3 per centum,

(2) There is a State “off” indieator for a week if, for the period
consisting of such week and the immedintely preceding twelve
weeks, either subparagraph (A) or subparagraph (B) of para-
graph (1) was not satisfied.

For purposes of this subsection, the rate of insnred wnemployinent for
any t3-week period shinll be determined by reference to the average
monihly covered employment under the State law for the fisst fowr
of the most recent six ealendar quarters ending hefore the close of
such period.
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Rate of Insured Unemployment; Covered Employment
plo)

(NH(1) For purposes of subsections (d) and (e), the term “rate of
insured unemployment” means the percentage arrived at by dividing—-
(A) the average weekly number of individuals filing clnims for
weeks of unemployment with respeet to the specified period, us
determined on the basis of the reports made by all State agencies
(or, in the case of subsection (e}, by the State agency) to the
Secretary, by
(BZi the average monthly covered employment for the specified
period.
(2} Determinations under subsection (d) shall be made by the
Secpetary in nccordance with regulations preseribed by him.
(3) Determinations under subsection (e) shall be made by the State
ageucy in accordance with regulations prescribed by the Secretary.,

COMPENSATION FOR LONG-TERM UNEMPLOYED

Sec. 204. (a) Any State which provides regular compensation for an
individual for wecks of unemployement in a benefit year equal to more
than 26 {imes his weekly benefit amount shall be pard an amount equal
to 13 the compensation pard to each such individual in cxcess of 26 times his
weekly benefit amount but in no evenl more than 39 times his weekly
benefit amount.

SPECIAL ELIGIBILITY REQUIREMENTS

(0)(1} The State law may provide that to be eliyible for reqular com-
pensation in excess of 26 times his weekly benepit amorint an individual
must have had such additional employment or wages, or both, in his buse
period as is speeified in sueh law,

(2) The State lew may provide that if, without good eause, ay individual
rcfuses fo take training to which he is referred by the State ageneiy or leares
training to which he has been veferred, or if he ix terminafed with enuse,
Le shall be disqualified from receiving regular compensation in ticess of
26 times lis weelkly benefit amount for « period of from 1 to 13 wecks from
the date of refusal, leaving, or termination, as the case may be,

rplanation —-1'he proposed change would add a new seetion 204
to ILR. 15119, [t provides for a 50-percent ederal financing of
regular Stute benefits beyond 26 times a worker's weekly henetit
amount but not to exceed 39 times such weekly benefit amount. The
option of providing such benefits, however, is left to the States, A
State may require that to be eligible for sueh benefits an individual
must have had in his base period such additional employment o
wages, or hoth, as is specified in the State law. A State may also
require, with respect to sueh benefits, that e individual who, without
good cause, refuses to tuke training o which he is referred by the
State ageney, or leaves sueh training, or is terminated for cause shalk

he disqualified,
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PAYMENTS TO STATES
Anmount Payable

Amendment —-Sxc. [(204 205 (W)E(1)J There shall be paid to each
State un amount equal to Eone-half of J the sum of—-
E(AT) the [sharabled extended compensation, and
EB)1(2) one-half the [sharable} regular compensation- gs
provided by seetion 204 (a) paid to individuals under the State law,
(b) No payment shall be made to any State under this [subJsection
in respeet of compensation for which the State is entitled to reimburse-
ment under the provisions of any Federal law other than this Aect.

[SIIAIIABLE EXTENDED COMPENSATION

L(b) For purposes of subsection (0)(1)(A), extended compensation
paid to an individual for weeks of unemployment in such individual’s
eligibility period is shurable extended compensation to the extent
that the agevegate extended compensation paid to such individual
with respeet to any benefit year does not exceed the smallest of the
amonnts referred to in subparagraphs (A), (B), and (C) of section
202(d)(1).

[1ARABLE HEGULAR COMPENSATION

L[(c) For purposes of subseetion (a)(1)(B), regular comlpommiuu
puid o an individual for a week of unemployment is sharable regular
compensation--
LD if such week is in such individuals eligibility period
(determined under section 203(c)), and
E(2) to the extent that the sum of such compensation, plus
the vegular compensation paid (or deemed paid) to him with
respeel to prior weeks of unemployment in the benefit vear,
exceeds twenty-six times (und does not exceed thirty-nine times)
the avernge weekly benefit nmount (including allowances for
dependents) for weeks of total unemployment payable to such
indi\'idnul under the State law in sueh henefit year.J
lorplanation. -"Fhe proposed changes to section 204 of LR, 15119
{(redesignnted see. 205) are designed to reflect the 100-pereent Federal
finuneing of benelits paid during periods of high unemploynentand
the 50-pereent Federal finuneing of regular State henefits heyond 26
times a worker’s weekly benelit amannt hut not te exceed 39 times
such weokly benefit amonnt.

PAYMENT ON CALENDAL MONTH BASIS

ET () There shall be paid to cach State either in advance
or by way of reimbursement, as may be determined hy the Secretary,
sieh =um us the Seeretury estintes the State will be entitled to
receive under this title for each ealendar month, reduced or incrensed,
us (he ease may be, by any sum by which the Seeretary finds that
hix estimutes for nny prior calendar month were greater or less than
the amounts whicl should have been paid o the State.  Sueh esti-
mates may be made upon the basis of such statisticnl, sampling,
or other method as may be agreed upon by the Secretary and the
State ageney.
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Certification

C(e)] (¢) The Secretary shall from time to time certify to the
Secretary of the Treasury for payment to each State the sums payable
to such State under this section, The Secretary of the Treasury
prior to audit or settlement by the General Accounting Office, shall
make payment to the State in accordance with such certification,
by transfers from the extended unemployment compensation account
to the account of such State in the unemployment trust fund.

DEFINITIONS

Sec. [205] 206. For purposes of this title—

(1) The term “compensation” means cash benefits payable to
individuals with respect to their unemployment.

(2) The term “regular compensation’” means compensation
payable to an individual under any State unemployment compen-
sation law (including compensation payable pursuant to title XV
of the Social Security Act), other than extended compensation
and additional compensation.

(3) The term ‘‘extended compensation’” means compensation
(including additional compensation and compensation payable
pursuant to title XV of the Social Security Act) payable for weeks
of unemployment beginning in an extended benefit period to an
individual under those provisions of the State law which satisfy
the requirements of this title with respect to the payment of ex-
tended compensation.

(4) The term “additional compeasation’” means compensation
payable to exhaustees by reason of conditions of high unemploy-
ment or by reason of other special factors.

(5) the term “benefit year” means the benefit year ns defined
in the applicable State lnw. .

(6) The term “base period” means the base period as deter-
mined under applicable State law for the benefit year.

(7) The term ‘‘Secretary” means the Secretary of Labor of
the United States.

(8) The term “‘State” includes the District of Columbia and
the Commonwealth of Puerto Rico.

(9) The term “State agency” means the agency of the State
which administers its State law:,

(10) The term “State law” means the unemployment compen-
sation law of the State, approved by the Secretary under section
3304 of the Internal Revenue Code of 1954,

(11) The terin “week’” means a week as defined in the applicable
State law,

EXTENDED UNEMPLOYMENT COMPENSATION ACCOUNT

Amendments.—Sec. [2063 207. (a) Title IX of the Social Security
Act is amended by striking out section 905 and inserting in lieu thereof
the following new section: :



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966 19

“EXTENDED UNEMPLOYMENT COMPENSATION
ACCOUNT

{'pSTABLISHMENT OF ACCOUNT

“Sgc. 905. (a) There is hereby established in the Unemployment
Trust Fund an extended unemployment compensation account. For
the purposes provided for in section 904(e), such account shall be
maintained as a separate book account.

“Transfers to Account

“(b)(1) The Secretary of the Treasury shall transfer (as of the close
of January [10683 1967 and each month thereafter), from the em-
ployment security administration account to the extended unem-
ployment compensation account established by subsection (a), an
amount determined by him to be equal to [163 per centum( three-
clevenths (except for 1968) of the amount by which—

“(A) transfers to the emploe"meut security administration
account pursuant to section 901(b)(2) during such month, exceed
“(B) payments during such month from the_employment
security administration account pursuant to section 901(h)(3)
and (d). The amount of transfer determined by the Secretary for
cach. month of 1968 shall be equal to one-sixth of the amount by
which transfers under paragra ph () erceed payments under
paragrap )
if for any sich month the payments referred to in subparagraph (B)
exceed the transfers referred to in subparagraph (A), proper adjust-
ments shall be made in the amounts subsequently transferred.”

Forplanation.—The proposed changes are designed to adjust the
distribution of net I«‘L}J' 'A revenue between administrative costs and
long-duration benefit costs in aecordance with the changes in the tax
rate and taxable wage base.

“Tor the taxable year 1967, the Federal tax rate and the distribution

of the revenue will be the same as provided in H.R. 15119 for that
year and succceding years. That is, the Federal tax rate will be 3.3
percent, and the nei rate will be 0.6 percent; of this amount, 0.1
percent, or one-sixth of collections during calendar year 1968, is
earmarked for finaneing the programs of tenelits for long-duration
unemployment,  The other five-sixths of the net receipts are available
for Federal and State administrative expenses of the empluytnent
security program.

For the taxable years beginning with 1968, however, the increase
in tho taxable wago base permits a decrense in the Federal tax rate Lo
3.25 percent and u decreaso in the amount earmarked for administra-
tion to 0.4 percent. Thus, beginning with January 1969, three-
dovenths of the net Federal collections is to be transferred to the
extended benefit nccount, and the ceiling on administrative grants to
the States is to be computed on the. basis of cight-elevenths of net
receipts.

Amendment.—*(2) Whenever the Sccretary of the Treaswry deter-
mines pursuant to section 901¢f) that there is an oxcess in the employ-
ment sceurity administration account as of the close of m\(f' fiscal year
beginning witer June 30, 1967, there shall be transferred (as of the
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beginning of the-succeeding fiscal year) to the extended unemploy-
ment compensation account the total amount of such excess or so
much thereof as is required to increase the amount in the extended
unemployment compensation account to whichever of the following
is the greater:
“(A) [$500,000,0003 $1,000,000,000 or
“(B) the amount (determined by the Secretary of Labor and
certified by him to the Secretary of the Treasury) equal to [two-
tenths] four-tenths of 1 per centum of the total wages subject (deter-
mined without any Yimitation on amount) to contributions under
all State unemployment compensation laws for the calendar year
ending during the fiscal year for which the excess is determined.”
Erplanation.—This proposed change increases the ceiling on the
extended unemployment compensation account by doubling the re-
quirements in H.R. 15119, The provision for higher ceiling is neces-
sary in view of the provision for full Federal financing of extended
benefits during extended benefit periods and shared Federal financing
of regular State benefits for weeks 27 through 39.

“Transfers to State Accounts

“ﬁc) Amounts in the extended unemployment compensation fund
shall be available for transfer to the accounts of the States in the
unemployment trust fund as provided by section [204(e)] 205 of the
Federal-State Extended Unemployment Compensation Act of 1966,

“Transfers to Federal Unemployment Account

“(d) Tf the balance in the extended unemployment compensation
account as of the close of any fiscal year exceeds the greater of the
amounts referred to in subparagraphs (A) and (B) of subsection
(b)(2), the Secretary of the 'I'reasury shall transfer (as of the close of
such fiscal year) from such account to the Federal unemployment
account an amount equal to such excess. In applying section 002(b),
any amount transferred pursuant to this subsection as of the close of
any fiscal year shall be treated as an amount in the Federal unemploy-
ment account as of the close of such fiscal year.

“Advances to Extended Unemployment Compensation Account

“(e) 'There are hereby authorized to be appropriated to the ex-
tended unemployment compensation account, ps repayable advances
(without interest), such sums as may be necessary to provide for the
transfers referred to in subsection (c).” :

(b) (1) Section 901(f)(3) of the Social Security Act is amended by
striking out ‘“to the Federal unemployment account’” and inserting
in licu thereof “to the extended unemployment compensation acconunt,
to the Federal unemployment account, or both,”,

(2) Section 902(n) of such Aect is amended by striking out “the
total amount of such excess’” and inserting in licu thereof “the portion
of such excess remaining after the application of section 905(bh)(2)”".

(3) The sceond sentence of section 1203 of such Act is amended to
read us follows: “Whenever, after the application of section 901(f)(3)
with respect to the excess in the employment security administration
account as of the close of any fiscal year, there remains any portion



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1066 21

of such excess, so much of sueh remainder as does not exceed the
balances of advances made pursuant to seetion 905(c) or this section
shall be transferred to the general fund of the Treasury and shall be
credited against, and shall’ opernte to reduce, first the balance of
advances under section 905(¢) and then the balanee of advances
under this section,”

APPROVAL OF STATE LAWS

Sec. [207] 208. Section 3304(a) of the Internal Revenue Code of
1954 is amended by inserting after paragraph (10) (added by section
121(n) of this Act) the following new paragraph: -

“(11) extended compensation shall be payable as provided by
the Federal-State Extended Unemployment Compensation Act
of 1966; and”,

EFFECTIVE DATES

Sec. [2083 209. (n) In applying section 203, no extended benefit
period may begin with a week beginning before January 1, 1969.

(b) Sections 204 and 205 shall apply with respect to weeks of
unemplovment beginning after December 31, 1968.

{¢) The amendment made by seetion [207] 208 shall apply to the
taxuble year 1969 and taxable years thereafter.

Tiree HI—FiNvaxciNa
INCHEASE IN TAX RATE

Admendment.—Section 301 of the bill is amended to read as follows:
“(n) Section 3301 of the Internal Revenue Code (relating to rate of
tax under Federal Unemployment Tax Act) is amended—

“(1) by striking out 11961 and inserting in lieu thereof ‘1968’,

“(2) by striking out “%.1 percent’ in the first sentence and
inserting in lieu thercof 3.25 percent’, und

“(3) by striking out the last two sentences [.J and substituting

- therefar the following:

S the case of wages paid during the calendar year 1967, the rate
of such tar shall be 8.3 perecnt in licw of 3.1 percent.’ ™

Lrplanation.-~The proposed change would provide that when
the wage base for the Federal unemployment tax is inereased above
$3,000, the Federal tux rate will be I‘(‘({ll(‘(‘d. The H.R. 16119 proposal
for a I'ederal unemployment tax rate of 3.3 percent for lnxul)lc year
1967 and thereafter would be limited to the taxable year 1967.

For the taxable year 1968 and subsequent yenrs, when the nmount. of
wages taxable is more realistically related to wage levels, n Federal
unemployment tax rate of 3.25 percent will produce adequate revenue
to finunce both the administrative costs and the new programs of
extended benefits,

On the higher new wage base, administrative eosts ean be financed
by a 0.4 percent tax rate. ‘The new extended benefit programs—-
including the Federal sharing of one-half the cost of any regular State
benefits in excess of 26 weeks and the full Federal payinent of extended
benefits in period of high unemployment— muhll, it is estimated, be
financed over a period of years at u tax rate of 0.15 percent on the
recommended wage base.
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INCREASE IN WAGE BASE

dmendment.—Section 302 of the bill is amended to read as follows:

“Skc. 302. (a) Effective with respect to remuneration paid after
December 31, [1968] 1967, section 3306(b)(1) of the Inlernuﬁ Revenue
Code of 1954 is amended by striking out ‘$3,000’ each pluace it appears
and inserting in lieu thereof [‘$3,900°] ‘$5,600".

“(b) Effective with respect to remuneration paid after December
31, [1971] 1970, section 3306(b)(1) of such Code (as amended b
subsection (a)) is amended by striking out [‘$3,900°] ‘86,600’ each
place it appears and inserting in lieu thereof £‘$4,200°] ‘56,600'."

Explanation.—The proposal would provide a greater increase in the
taxable wage base than is provided by H.R. 15119 and would advance
the effective date of the changes.

The initial increase would be to $5,600, rather than to $3,900, and
it would be effective with respect to remuneration paid after Decem-
ber 31, 1967, rather than after December 31, 1968.

The second step, to $6,600 instead of $4,200, would be effective in
calendar year 1971 rather than 1972.

The increases in H.R. 15119 are not large enough, nor do they be-
come effective soon envugh. A substantial increase in the wage base
for both State and Federal taxes is needed promptly to provide ade-
quate revenue on an equitable basis.

The $3,000 limitation was added to the unemployment compensa-
tion program in 1939 for the sole purpose of making it possible to sim-
plify employer reporting by using tllm sume base for unemployment
taxes as for OASDI.  After the limit was added, 98 percent of wages in
covered employment were still taxable. In the guarter century since
then, wages have so increased that only about 53 percent of wages in
covered employment are taxable, and tho wage base for OASDI has
been increased repeatedly to the present level of $6,600.

The widening gap between wages subject to contributions and otal
wages in covered employment has contributed to serious financial
problems and to inequities in the incidence of both State and Federal
taxes among covered employers.

For State purposes, a wage base realistically related to the wage
levels on which benefits are based is needed if the required revenuo is
to be collected on an equitable basis as between employers. In-
creasing the taxable wage base will permit rates to reflect employer
experience more completely.

Federally, an increase in the wage base to $5,600 for 3 years and to
$6,600 thereafter will permit financing of both administrative costs
and more nearly adequate benefits for long-dutation unemployment
at a net tax rate of 0.55 percent, instead of the 0.6 percent proposed
in H.R. 15119,

Moreover, even the 0.6 percent would be inadequate in a short time.
Program cost increases folfow the increases in wage levels more closely
than would the revenue increases on the limited wage buse provided in
H.R. 15119. In its first year, 1969, the proposed $3,900 wage base
would represent only 62 percent of total wages in covered employ-
ment, and the proportion would decrease in succeeding years.



H.R. 15119 WITH AMENDMENTS SUGGESTED BY LABOR
DEPARTMENT

AN ACT "F'o extend and improve the Federal-State unemployment compensation
program

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That this Aet may be cited
as the “Unemployment Insurance Amendments of 1966"".

TITLE I—IN GENERAL
Part A-—~COVERAGE
DEFINITION OF EMPLOYER

Skc. 101, (a) Subseetion (a) of section 3300 of the Internal Revenue
Code of 1954 is amended to read as follows:

() EMPLOYER.-~For purposes of this chapter, the term ‘em-
ployer’ means, with respeet to any calendar year, any person who
during any calendar quarter in the calendar year puid wages of $300
or more.

DEFINITION OF WAGES

(b) Subseetion () of section 3306 of the Internal Revenue Code of
1954 is amended by adding at the end thereof a new paragraph (10)
as follows:

“(10) Any remuneration for employment as delined in section
3306(e) (1) unless the remuneration constitutes wages under sec-
tion 3121(a)(8)(B) und was paid by an employer to an employee
but only if such employee was puid by such employer such wages
in the nmount of at least $300 in any calendar quarter in a
calendar year or in the immedintely preceding calendar year.”

DEFINITION OF EMPLOYMENT

(¢) Paragraph (1) of subsection (c) of section 3306 of the Internal
Revenue Code of 1954 s amended to vead as follows:
¢(1) agricultural labor (s defined in seetion 3306(k) unless
performed for an employer who, in a calendar year or in the im-
medintely preceding calendur year, paid wages under section
3121 ()(8)(B) for such labor to each of 50 employees.”’

EFFECTIVE DATES

(d) The amendment made by sibsection (a) shall uppl)‘ with re-
speet to remuneration paid after December 31, 1967, The amend-
ments nade by subsections (b) and (¢) shall apply ufter December
31, 1968.

28
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DEFINITION OF EMPLOYEE

Sec. 102, (n) Subsection (i) of section 3306 of the Internal Revenue
Code of 1954 is amended to read as follows:

“(i) Emrroves.— For purposes of this chapter, the term ‘employee’
has the meaning assigned to sueh term by seetion 3121(d), exeept that
subparagraphs (B) and () of paragraph (3) shall not apply.”

(b) Seetion 1563(f)(1) of such Code (relating to surtax exemption
in case of certain controlled corporations) is amended by striking out
“in section 3306(1)’" and inserting in lien thereof “by paragraphs (1)
and (2) of section 3121 (d)”,

(¢) The amendment made by subsection (a) shall apply with re-
spect to remuneration paid after December 31, 1968, for services per-
formed after such date.

DEFINITION OF AGRICULTURAL LABOR

Skc. 103. (u) Subseetion (k) of section 3306 of the Internat Revenue
Code of 1954 is amended to read as follows:

“(k) Agricurrural Lasor—For purposes of this chapter, the
term ‘agricultural labor’ has the meaning assigned to such term by
subsection (g) of section 3121, except that for puwrposes of this chapter
subparagraph (B) of paragraph (4) of such subsection (g) shall be
treated as reading: )

“4B) in the employ of a group of operators of farms (or a
cooperative organization of which such operators are members)
in the performanee of service deseribed in subparagraph (A), but
only if such operators produced more than one-half of the com-
modity with respect to which such serviee is performed;’ ”.

(b) The amendment made by subseetion (a) shall apply with respeet
to remuneration paid after December 31, 1968, for services performed
after such date.

STATE LAW COVERAGE OF CERTAIN EMPLOYEES OF NONPROFIT ORGANI-
ZATIONS AND OF STATE HOSPITALS AND INSTITUTIONS OF HIGHER
EDUCATION

Skc. 104, (n) Seetion 3304¢u) of (he Internal Revenue Code of
1954 is amended by redesignating paragraph (6) as paragraph (12)
and by inserting after puragraph (5) the following new paragraph:

“(6) (A) compensation is payable on, the basis of service to
which seetion 3310(n)(1) applies, in the same amount, on the
same terms, and subject to the same conditions as compensation
payable on the basis of other service subjeet to such law, and

“B) payments (in lien of contributions) with respeet to
service to which section 3310(a)(1)(A) applies may be made
mto the State unemployment fund on the basis set forth in section
3310(n)(2);”

(b)(1) Chapter 23 of the Internal Revenmie Code of 1954 is amended
by adding at the end thereof the fiHowing new section:
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“Sec. 3310. State law coverage of certain service performed for non-
profit organizations and for State hospitals and insti-
tutions of higher education.

( )“((a) Statk Law Reqummements.—For purposes of section 3304

a) (6)—

“(1) except as otherwise provided in subsections (b) and (c),
the service to which this paragraph applies is—

“(A) service excluded {rom the terin ‘employment’ solely
by reason of paragraph (8) of section 3306(03, and

“(B) serviee performed in the employ of a State, or any
instrumentality of one or more States, for a hospital or
institution of higher edueation, if such service is excluded
from the term ‘employment’ solely by reason of paragraph
(7) of section 3306(c); and

“(2) the State lnw shall provide that an organization (or group
of organizations) which, but for the requirements of this para-
graph, would be liable for contributions with respeet to service
to which paragraph (1)(A) applies may elect, for such minimum
period and at such time as may be provided by State law, to pay
(in lieu of such contributions) into the State unemployment fund
amounts equal to the amounts of compensation attributable under
the State lnw to such service. The State law may provide safe-
guards to ensure that organizations so electing will make the
payments required under such elections.

“(b) Skctiox Nor 1o APrLIED TO CERTAIN SERVICE. -This section
shall not apply to service performed-—

“(1) in the employ of (A) a chureh or convention or associa-
tion of churches, or (B) an organization which is operated pri-
warily for religious purpoeses and which is operated, supervised,
controlled, or principally supported by a ehureh or convention or
association of churches;

“(2) by a duly ordained, commissioned, or licensed minister
of a chureh in the exercise of his ministry or by a member of a
religious order in the exereise of duties required by such order;

“3) in the employ of an educational institution which is not
an institution of higher edueation;

“(4) in the case of an institution of higher education, by an
individual employed in an instructional, research, or principal
administrative capacity;

“(5) in the caxe of u hospital (o in the ease of a medical research
organization direetly engazed in the continuous active conduct of
medieal researeh in conjunetion with a hospital), by an individual
as n physician, dentist, osteopath, chiropractor, naturopath, or
Christian Seience practitioner, or by an individual emp]nyod in
an instruetionnl or research capacity;

“6) in o faciliey condueted for the purpose of carrying out a
progeam of-— -

CCAY rehabilitation for individuals whose earning eapaeity
is impaired by wge or physieal or mental deficieney or in-
jury, or

YUB) providing remunerative work for individuals who be-
cavse of their impaired physieal or mental capacity eannot
be veadily absorbed in the competitive labor market,



26 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

by an individual receiving such rehabilitation or remunerative
work; and

“(7) as part of an unemployment work-relief or work-training
program assisted or financed in whole or in part by any Federal
agency or an agency of u State or political subdivision thereof,
by an individual receiving such work relief or work training.

“(¢) Noxprorits Must vE Emrrovers or 4 or More.—This
section shall noc apply to service performed during any calendar year
in the employ of any organization unless on_each of some 20 days
during such calendar year, each duy being in a different calendar
week, the total number of individuals who were employed by such
organization in employment (determined without regard to section
3306(c)(8) and by excluding service to which this section does not
apply by reason of subsection (b)) for some portion of the day (whether
or not at the saine moment of time) was 4 or more.”

(2) The table of sections for such chapter 23 is amended by inserting
at the end thereof the following: )
“Sec. 3310. State law corerage of certain service performed for nonprofit organiza-

tions and for State hospitals and institutions of higker cducation.”

(¢) Section 3303 of the Internal Revenue Code of 1954 is amended
by adding at the end thereof the following new subsection:

“e) PAYMENTS BY CERTAIN NONPROFIT ORGANIZA-
TIONS.—A State may, without being deemed to violate the standards
set forth in subsection (a), permit an organization (or group of ovgani-
zations) described in section 501(¢)(3) which is exempt from income
tax under section 501(a) to elect (in licu of paying contributions) to
pay into the State unemployment fund amounts equal to the amounts
of compensation attributable under the State lnw to service performed
in the employ of such organization (or group).”

(d) The amendments made by subsections (a) and (b) shall apply
with respeet to certifications of State Iaws for 1969 and subsequent
years, but only with respect to service performed after December 31,
1968. ‘The amendment mude by subsection (¢) shall take effect
Juthary 1, 1967,

STUDENTS ENGAGED IN WOUK-STUDY PROGRAMS

Sec. 105, (a) Puragraph (10) of rection 3306(c) of the Internal
Revenue Code of 1954 is amended by striking out the semicolon at the
end of subparagraph (B) and inserting in lieu thereof ©, or' and by
adding at tihc end thereof the following new subparagraph:

*(C) service performed by an individual who is enrolled at a
nonprofit or public educational institution whieh normally main-
tains a regular faculty and curriculum and normully has a regu-
larly organized body of stidents in attendance ut the place where
the educational aetivities are carried on, as a student in a full-
time program, taken for eredit at such institation, whiel combines
academic instruction with work experience, if sueh service is an
integral part of such program, and such institution has so certified
to the employer, except that this paragraph shall not apply to
service performed in a program established for or on I)(-ImII} of an
employer or group of employers.”

(b) The amendment mude by subsection (n) shall apply wiih respeet
to remuneration paid after December 31, 1966,

i
i
i
5

i
1
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Parr B—Provisions or StaTE Laws
PROVISIONS KEQUIRED TO BE INCLUDED IN STATE LAWS

SEc, 121. (1) Section 3304(n) of the Internal Revenue Code of
1954 is minended by inserting after paragraph (6) (added by section
104 (a) of this Act) the following new paragraphs:

“(7) an individual who has received compensation during his
benefit year is required to have had work since the beginning of
such year in order to qualify for compensation in his next benefit
year;

“8)() compensation may not be denied in such State to any
otherwise eligible individua

(i) by reason of a State disqualification for a period in
excess of 13 weeks following the week in which n disquali-
fyving act occurred;; or

(i) for any week of unemployment during his benefit year
by rexson of cancellation of his wage credits or henefit
rights; or

(iity for any week of unemployment during his benefit
vear by reason of a reduction of his wage credits or benefit
rights ‘(other than a reduction becanse of earnings or dis-
quulifying inconie) except that--

compensation may be denied in accordunce with disqualifica-
tion provistons of applicable State law for unemployment due to
a labor dispute or for fraud, withont regard to the limitation
of this subsection.

“(b) Compensation paid to any individual or a derivative of
compensation after he lins been disqualified because he left work
without goud cause or was «lischurgml for misconduet in connection
with his work shall not be (1) charged against the experience rating
account of the employer from whose employment he left or was
discharged. or (2) otherwise reflected in such employer’s experience
on the basis of which his rate is determined as required by section
3303¢a)(1).”

(¢) The amendment made by subsection (n) shall take cffect
January 1, 1969, and shall apply to the taxable year 1969 and taxable
years therenfter.

ADDITIONAL CHREDIT PARED ON REDUCED RATE FOR NEW EMPLOYERS

SEC. 122, (1) Subection () of seetion 3303 of the Internal Revenue
Code of 1954 is amended by striking out “on a 3-year basis,” in the
sentence following paragraph (3) and inserting in lieu thereof “on a
3-vear basis (1), and by striking out the period at the end of such
sentenee and inserting in lien thereof “, or (if) a reduced rate (not less
than 1 percent) may be permitted by the State Inw on a basis other
than s permitted by paragraphs (1), (2), and (3).”

(b) The amendments made by subsection (n) shall apply with
respeet to taxable years beginning after December 31, 1866,
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CREDITS ALLOWABLE TO CERTAIN EMPLOYEES

Ske. 123. Section 3305 of the Internal Revenue Code of 1954 is
amended by adding at the end thereof the following new subsection:

“(j) Dextan or CrepiTs 1N CERTAIN (JasEs.—Any person re-
quired, pursuant to a permission granted by this seetion, to make con-
tributions to an unemployment fund under a State unemployment
compensation law approved by the Secretary of Labor under section
3304 shall not be entitled to the credits permitted, with respect to the
unemployment compensation law of a State, by subsections (1) and
(b) of section 3302 against the tax imposed by section 3301 for any
taxable year after December 31, 1967, if, on October 31 of such tax-
able year, the Secretary of Labor certifies to the Secretary his finding,
after reasonable notice and opportunity for hearing to the State
agency, that the unemployment compensation law of such State is
inconsistent with any one or more of the conditions on the basis of
which such permission is granted or that, in the application_of the
State law with respect to the 12-month period ending on such Qctober
31, there has been a substantial failure to comply with any one or
more of such conditions. For purposes of section 3311, a finding of
the Secretary of Labor under this subsection shall be treated as a
finding under section 3304(c).”

Pant C—Jupicial Review
JUDICIAL REVIEW

Skc. 131, (a) Title I1I of the Social Security Act is amended by
adding at the end thereof the following new section:

“Judicial Review

“Spe. 304, (n) Whenever the Secretary of Labor—
“(1) finds that a State law does not include provisions of

section 303(a), or

~4(2) makes a finding with respect to a State under subsection

{(b) or (c) of section 303,
such State may, within 60 days after the Governov of the State has
been notified of such action, file with the United States court of appeals
for the circuit in which such State is located or with the United States
Court of Appeals for the District of Colibia a petition for review of
such netion. A copy of the petition shall be forthwith transmitted by
the clerk of the court to the Seeretary of Labor. The Seevetary of
Labor thereupon shall file in the court the record of the proceedings
on which he based hLis aetion as provided in section 2112 of title 28,
United States Code.

“(h) ‘The findings of fact by the Seevetury of Labor, if supported by
substuntial evidence, shall be conclusive; but the conrt, for good canse
shown, may remand the ease to the Secretary of Labor to take further
evidence and the Scerctary of Labor may thereupon muake new or
modified findings of fact nnd muy modify his previous action, and
shall certify to the court the record of the further proceedings. Such
new or modified findings of fact <hall likewise be conclisive if sup-
ported by substantial evidence,
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“(¢) The court shall have jurisdietion to aflirm the action of the
Seeretary of Labor or to set it aside, in whole or in part.  ‘The judg-
ment of the court shall be subjeet to review by the Supreme Court of
the United States upon certiorari or certification us provided in
~ection 1251 of title 28, United States Code.

“(dy(1) The Seeretury of Labor shall not withhold any certifica-
tion for payment to any State under section 302 until the expiration
of G0 days after the Governor of the State has been uuliliodl of the
action referred to in paragraph (1) or (2) of subsection (a) or undl the
State has filed a petition for review of such action, whichaver is carlier.

“(2) The commencement of judieial proceedings under this section
shall not stay the Secretary’s action, hut the court may grant interim
relief if warranted, ineluding stay of the Seeretary’s action and in-
cluding such relief as may be necessary to preserve status or vights,

(o) Any judicial proceedings under this seetion shall he entitled
to, and, upon request of the Secretary or the State, shall receive a
preferenee and shall he heard and determined as expeditionsly s
pussible,”

(L)1) Chapter 23 of the Internnl Revenue Code of 1954 is amended
by adding at the end thereof the following new seetion:

“Sec. 3311, Judicial review

“(n) In Gusirate-—Whenever under section 3303(h) or section
3304(¢) the Secretary of Lubor makes o tinding [l)ursuunl to which he
is required to withhold a certification under such seetion, such Stute
may, within 60 duys after the Governor of the State has heen notified
of such action, file with the United States court of appeals for the
civeuit in which such State is located or with the {'uilcd States
Comrt of Appeals for the Distriet of Columbia a petition for review
of such aetion. .\ copy of the petition shall be forthwith trans-
mitted by the clerk of the court to the Secretary of Labor. The
Seevetary of Labor thereupon shall file in the court the record of the
proceedings on which he based his aetion as provided in seetion 2112
of title 28, United States Code.

“(b) Fizvixas or Facr,—'The findings of fact by the Secretary
of Labor, if supported by substantinl evidence, shall be conclusive; but
the conrt, for good canse shown, may remand the ease to the Seeretary
ol Labor to take further evidence, and the Secretary of Lalor may
thereupon make new or madified findings of fuet and may modify i
previous action, nud shall certify to the conrt the record of the further
proceedings.  Such new or modified findings of fact shall likewise be
conclisive if supported by substantial evidence.”

“(2) Subsection (¢) of section 3304 of the Internal Revenue Cade of
1054 i amended to read as follows: )

) Cerrrrteation, On October 31 of each taxable year the
Seeretary of Lubor shall certify to the Seeretary each State whose
Inw he has previously approved, except that he shall not certify nny
State which, after reasonable notice and opportanity for hearing to
the State ageney, the Seeretary of Labor tinds hns amended its aw <o
that it no longer contains the provisions specitied in subsection (a)
or has with rezpeet to the 12-month period ending on such October
S1 fuited to comply substantially with any sueh provision in sueh sub-
seetion,  No finding of a failire to comply substantinlly with any
provision in parageaph (5 of subseetion (a1 shall be hased on an

_upplication or interpretation of State law with respeet to which the
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time for review provided under the laws of the State has not expired
or [urther administrative or judicinl review is pending.  On October
31 of 1969 or of any taxable year thervealter, the Secretary shall not
certify uny State which, after reasonable notice and opportunity for
hearing to the State agency, the Sceretary of Labor finds has failed
to amend its Inw so that it contains the provisions specitied in sub-
section (n) added by the Unemployment [nsurance Amendments of
1966, or has with respeet to the 12-month period (10-month period
in the case of October 31, 1969) ending on such October 31 failed to
comply substantinlly with any sueh provision in such subsection.”

Parr D—AbMINISTRATION
AMOUNTS AVAILABLE FOR ADMINISTRATIVE EXPENDITURES

Skc. 141, Section 901(¢)(3) of the Social Security Act is amended —

(a) by striking paragraphs (A) and (B) and substituting there-
for the following new paragraphs:

“(A) in the case uﬂ fiscal year 1967, an amount equal to 95
percent of the amount estimated and set forth in the Budget of
the United States Government for such fiseal year us the net
lfceipts during such year under the Federal Unemployinent "f'ax
Act;

“(B) in the case of fiscal year 1968, an amount equal to 95
pereent of the amount estimated aud set forth in the hudget of
the United States Government for such fiscal year as five-sixths
of the net receipts during such year under the Federal Unem-
ployment Tax Act; and

“0) in the case of any fiscal year thereafter, an amount equal
o 95 percent of the amount estimated and set forth in the Budget
of the United States Government for such fiscal year ns eight-
elevenths of the net receipts during such year under the Federal
Unemployment Tax Act.

(b) by striking “0.4 percent’’ in the second sentence and insert-
ing in lieu thereof 0.6 percent for calendar year (968 aud 0.55
for subsequent calendar years”.

UNEMPLOYMENT COMPENSATION RESEARCH PROGRAM AND TRAINING
GRANTS FOR UNEMPLOYMENT COMPENSATION PERSONNEL

Sec. 142, Title 1X of the Social Security Act is amended by adding
ut the end thereof the following new seetions:

“UNEMPLOYMENT COMPENSATION RESEARCH PROGRAM

“SEc. 906. (a) The Secretary of Labor shall-—

“(1) establish a continuing and comprehensive program of
research to evaluate the unemployment compensation system,
Sueh researeh shall inelude, but not be limited to, a program of
factual studies covering the role of unemployment compensation

under varying patterns of uremployment, the relationship

between the unemployment compensation and other social in-
surance programs, the effect of State elizibility and disqunlifien-
tion_provisions, the personal chavacteristics, [nmily situations,
employment background and experience of cluimants, with the

results of such studies to be made public; and -

RN
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“(2) establish a progeam of research to develop information
(which shall be made public) as to the effeet and impact of ex-
tending coverage to excluded groups,

“Authorization of Appropriations

“th) ‘There are hereby authorized to be appropriated for the fiscal
year ending June 30, 1967, and for each fiseal year thereafter such sums
us may be necessary to earry out the purposes of this section.  From
the sums authorized to be appropriated by this subsection the Secre-
tary may provide for the conduet of such research through grants or
contracts,

SPRAINING GRANTS FOR UNEMPLOYMENT COMPENSATION PERSONNEL

“SEc. 907, (a) In order to assist in incrensing the effectiveness and
eflicieney  of administration of the unemploviment compensation
program by inereasing the number of adequately trained personnel,
there are hereby authorized 1o be approprinted for the fiscal vear
ending June 30, 1967, the sum of $1,000,000, and for ench fiscal vear
thereafter such sums as may be necessary for training such personnel,

“(h) (1) From the sums authorized to be approprinted by subsection
(n) the Secretary shall provide (A) divectly and through State agencies
or through grants to or contraets with public or nonprofit private
institutions of higher learning, for training personnel who are em-
ployed or preparing for employment in the administration of the
unemployment compensation program, including elaims determina-
tions and adjudication, and (B} directly or through grants to or
contracts with public or nonprofit private agencies or institutions, for
special courses of study or seminmes of short duration (not in excess of
one year) for training of such personnel, and (') direetly or through
grants (o or contracts with fmhlic or nonprofit private institutions of
Bighm' learning, for establishing and nmintaining fellowships or
traineeships for such personnel at such institutions with such stipends
und allowanees as may be permitted by the Secrctary.

“2) "The Secretary may, to the extent he finds such action to be
necessary, preseribe requirements to assure that any individual will
repay the amounts of his fellowship or traineeship veceived under this
suﬂ»sevliun (o the extent such individual fails to serve, for the period
prescribed by the Secretary, with a State agency or with the Federal
Governmeat, in connection with administration of any State employ-
niend seeurity program.  ‘I'he Seeretury may relieve any individual of
his obligation to so repay, in whole or in part, whenever and to the
extent that requirement of sueh repayment would, in his judgment, be
inequitable or would be contrary ta the purposes of any of the pro-
grain= established by this seetion,”

UNE OF CERTAIN AMOUNTS FOR PAYMENT OF EXPENSES OF
ADMINISTRATION

Sk, H3. Section 903(e)(2) of the Social Seeurity Aet (42 US.C,
~ee, T3 (e)(2)) ix amended---
(1) by striking ont “nine preceding fiscal years,” in sub-
puragraph (D) of the fiest sentence and inserting in licu thereof
“fourteen preeeding fiseal years,”:
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(2) by striking out “such ten fiseal years” in subparagraph (1)
of the first sentence and inserting in lien thereol “xuch fifteen
fiscal years”; and

(3) by striking out “ninth preceding fiscal year” in the second
sentence atd inserting in lieu thereof “fourteenth preceding fiseal
year”,

CHANGE IN CERTIFICATION DATE

See. 144, (n) Section 3302(a) (1) of the Internal Revenue Code of
1954 is umended by—

(1) striking out “for the taxable year” alter “certified’”; and

(2) inserting before the period ut the end thereof the l'ulfnwing:
“for the 12-month pertod ending on October 31 of such year”.

(b) Section $302(b) ol such Code i1x umended by-—

(1) striking out “for the tuxable yvear” after “certified”’;

(2) inserting alter “section 3303" the following: “for the 12-
month period ending on October 31 of sueh year”; and

(3) striking out “the taxable yeur” the last pluce it uppears
amd inserting in Heu thereof “such 12-month peried”.

(¢) Seetion 3303(b)(1) of such Code is amended 1o read as follows:

“(1) On October 31 of each calendar year, the Secretary of
Labor shall certify to the Seeretary the law of each State (certi-
fied by the Secretary of Labor as provided in section 3304 {or the
12-month periad on such October 31) with respect to which he
finds that reduced rates of contributions were allowable with re-
speet to such 12-month period only in necordance with the pro-
visions of subsection (w).”

(<) Section 3303(1)(2) of such Code is amended bhy-—

(1) striking out “taxable year” wheve it first appears and in-
serting in lieu thereof “12-month period ending on October 317;

(2) striking out “on December 31 of such taxable year” follow-
ing the words “the Secretory of Labor shall” and inserting in lieu
thereof “on such October 3177; and

(3) striking out “taxable year” after “contributions were allow-
able \\i',i}ll vespeet to such’” and inserting in liew thereof “12-month
veriod”,

(t:‘)l Seetion 3303(bY(3) of such Code is nmended by -~

(1) suiking ont “taxable year” where it first appears and
inserting in licu thercof “12-month period ending on Qetober 317,

(2) striking out “axable year' where it next appears und
inserting in lien thereof “12-mouth period”.

{f) Section 3304(d) of such Code is amended by striking out “If, at
any time during the taxable year,” and iiserting in lieu thereof “If at
any time', .

{g) Section 3304 of snch Code is amended by adding at the end
thereof the following new subseetion:

“(e) Cuance or Law Dunixa 12-Moxtir Pertop.---Whenever-—

“(1) any provision of this scetion, seetion 3302, or seetion 3303
refers to n 12-month period ending on Qctober 31 of a year, and

“(2) the law applicable to one portion of such period differs
fron the law nppfi('nblc to another portion of such period,

then such provision shall be applied by taking into account for each
such portion the law applicable to such portion.”
oo oo n () "The amendments made by this seetion shall apply with respect

to the taxable year 1967 wnd taxable years thereafter. - - ..
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Part E —BexeriT REQUIREMENTS

Sec, 131, The Internal Revenue Code of 1954 is hereby further
amended by adding a new seetion 3312 as follows:
“Sie. 3312, (1) CewiiFication.- -On October 31, 1968, and

- October 31 of cnch ealendar year thereafter, the Secretary of Labor

shall certify 1o the Seeretary each State whose law he finds is in accord
with the roquirements of subseetion (¢} and has been in uecord with
such requirements for substantinlly alt of the 12-month period ending
on sieh Qctober 31 (except that for 1968, it shall be the 4-month
period ending on October 31) and that there has been substantial
compliance with sueh State law requirements during such period,
The Secretury of Labor shall not withhold his certification to the
Seeretary unless, after reasonable notice and opportunity for hearing
to the State ngeney, he finds that the State law is not in nccord with the
requirements of subseetion (¢) or has not been in aceord with such
requirements for substantially all of the [2-month period ending on
such October 31 (exeept that for 1968, it shall be the 4-month period
ending on October 31) or that there has been a [nilure to comply
substantially with such State law requirements during such period.
For any State which is not certified under this subsection on any
October 31, the Seeretary of Labor shall within 10 days thereafter
notify the Secretary of the reduetion in the eredit allowable to tax-
puvets stbjeet to the unemployment compensation law of such State
purstiaut to seetion 3302(c)(4).

“(h)y Notick To GovVERNOK OF NONCERTIFICATION.—

“If at any time the Seeretary of Labor has reason to believe that o
Stute may vot be certified nnder subseetion () he shall promptly
notily the Governor of such State.

“(¢) REQUIREMENTR—

“O1) Wit RESPECT TO HENEFIT YEARS BEGINNING ON OR
AFTER JULY 1, 196%,—-

“¢Ar the State Taw <hall not require that an individual
have more than 20 weeks of employment (or the equivalent
as provided in subsection (H) in the base period to qualify
for unemployment compensation;

“(I3Y the State Inw shall provide that the weekly henefit
amount of any eligible individual for a week of total unem-
ployment shall be (i) an amount equal to at least one-half
of such individual’s average weekly wage as determined by
the State ageney, or (i) the State maximmn weekly benefit
amount (exchisive of allowanees with respeet to dependents)
payable with respeet to such week under such law, which-
ever is the lesser; !

“((") the State law shall provide for an individual with
20 weeoks of employment (or the equivalent) in the base
serind, henefits in a benefit yoar equal to at least 26 times
1ix weekly benefit amount,

“Any weekly benefit amount. payable under a State law may be
rounded (o an even dollar amount in aceordance with such
State law.

«(2) The State maximum weekly beuefit amount (exclusive
of allowanees with respeet to dependents) shall he no less than
66% percent of the Statewide average weekly wage most recently

~=== = computed-before the beginning of any benelit year, except that,
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for benefit years beginning between July 1, 1968, and June 30,
1970, such “amount shall be no less than 50 percent of such
Stutewide average weekly wage, and for benefit years beginning
between July 1, 1970, and June 30, 1972, such amount shall be
110 less than 60 percent of such Statewide average weekly wage.

«(3) In determining whether an individual huas 20 weeks of
employment, there must be counted ns w week, any weel in
which the individual earned at least 25 percent of the Statewide
average weekly wage.

“(4) For the purpose of subseetions (¢) (1) (A) and (C), the
equivalent of 20 weeks of employment in a State which uses high-
(uarter wages is total base period wages equal to five times the
Statewide average weekly wage, and either one and one-half times
the individual’s high-quarter earnings or forty times his weekly :
benefit amount, whichever is approprinte under State law. :
(d) DEFINITIONS.— )

“(1) ‘benefit year’ meansa period as defined in State law except
that it shall not exceed one year beginning subsequent to the end
of an individual’s buse period.

(2) ‘buse period’ means a period as defined in State law but
it shall be fifty-two consecutive weeks, one year, or four consecu-
tive calendar quarters ending not carlier t{mn six months prior
to the heginning of an individunl’s benefit year.

“(3) ‘high-quarter wages’ means the amount of wages for
services performed in employment covered under the State law
paid to an individual in that guarter of his buse period in which
such wages were highest, irrespective of the limitation on_the
amount of wages subject to contributions under suel State law.

“(4) ‘individunl’s average weekly wage' means an amount
computed equal to (\) one-thirteenth of an individual’s high-
quarter wages, in a State which buses eligibility on high-quarter
wages paid in the buse period or (B) in any other State, the
amount obtained by dividing the total amount of wages (irrespec- i
tive of the limitation on the amount of wages subject to contri- '
butions under the State law) paid to such individual during his
buse period by the number of weeks in which he performed serv-
ices in employment covered under such law during such period.

1(5) ‘statewide nvernge weekly wage' means the amowmn
computed by the State ugency ut least, onee each year on the baxis
of the nggregate amount of wages, irrespective of the limitation
on the amount of wages subject to contributions under stceh
State law, reported by employers as paid for services covered
under such State law during the first four of the last six completed
calendar quarters prior to the effective date of the computation,
divided by a figure representing fifty-two times the twelve-month
average of the number of employees in the puy period which

includes the twelfth day of each month during the same fonr
calendar quarters, as reported by such employers.”

LIMITATION OX CREDIT AGAINST TAX

Ske. 152, (u) Section 3302 of the Internal Revenue Code of 1951
is amended by adding at the end of subsection (¢) thereof a new pa-
graph (4) us follows:
TS u(4)-1f - the - unemployment compensation law of a State has
not been certified for a twelve-month period ending on Octobér =
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31 pursuant to seetion 3312(a), then the total eredits (after apply-
ing snbsections (1) und (b) and paragraphs (1), (2), and (3) of
this subsection) otherwise allowable lln(ler this seetion for the
taxuble year in which such October 31 oceurs in the ease of a tax-
payer subject to the unemployment compensation law of such
State shall be reduced by the umount by which 2.7 percent ex-
ceeds the four-year henefit cost rate applicable to such State for
such taxable year in accordance with the notification of the Secre-
tary of Labor pursuant to seetion 3312(a).”

(h) Subseetion (¢)(3)(C)() of section 3302 is umended by substi-
tuting the term “4-yeur' for the term “s-year.”

(¢) The heading for paragraph (5) of subsection (d) of seetion 3302
is vevised (o read “4-YEAR BIl'L'l')Fl'I‘ COS'I' RATE”, and the pura-
graph is amended to read:

“For purpoeses of subscetion (e)(4) and subparagraph (C) of
subsection (€)(3), the four-year beuefit cost rate applicable to any
State for any taxable year is that percentuge obtained by di-
viding—

“(A) One-fourth of the total compensation paid under the
State unemployment compensation ,Im\' durmg the four-year
period ending at the close of the first calendar year preceding
such taxable year, by

“(B) The total of the remuneration subjeet to contribn-
tions under the State unemployment compeusation law with
respect to the first calendar year preceding such taxable year.
‘Remuneration’ for the purpose of this subparagraph shall
include the amount of wages for services covered under the
State law irrespective of the limitation of the amount of
wages subject to contributions nuder such State law paid to
an individual by an employer during any calendar year be-
ginning with 1968 up to $5,600, and beginning with 1971,
up to $6,600; for States for which it is necessary, the See-
retary of Labor shall estimate the remuneration with respeet
to the calendar year preceding the taxable year.”

TITLEH—FEDERAL-STATE EXTENDED UNEMPLOY-
MENT COMPENSATION PROGRAM

SHORT TITLE

Ske. 201, This title may be cited as the “Federal-State Extended
)

W

Unemployment Compensation Aet of 1966”,

PAYMENT OF EXTENDED COMPENSATION
State Law Requirements

SEc. 202. (0)(1) For purposes of section 3304 (0)(11) of the Internal
Revenue Code of 1954, & Stute law shall provide that payment of
extended compensation shall be made, for any week of unemplovment
which begins in the individual’s eligibility period, to iluli\‘i(flm s who
Iave exhausted all rights to regular compensation under the State
law and who have no rights to regular compensation with respect to
such week under such lnw or any other State unemployment compensa-
tion Inw or to compensution under any other Federal law. For
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purpoeses of the preceding sentence, an individual shall have exhausted
Ilis rights to regalar compensation under a State law (A) when no
payviments of regular compens=ation can bz made under such law because
such individual hus received all regitlnr compensation available to him
based on wage credits for his buse perind, or (B) when his vights to
such compensation have terminated by reason of the expiration of the
benefit yvear with respect to which such vights existed.

(2) Except where inconsistent with the provisions of this title,
the terms and conditions of the State law w{)ich apply to chiims for
regular compensation and to the payment lhoroua shall apply to
claims for extended compensntion and to the payment thereof,

Individuals’ Compensation Accounts

(b) (1) The State law shall provide that the State will establish, foy
each eligible individual who files an application therefor, an extended
compensation account with respect to sueh individuals benefit year,
T'he amount established in sueh account shall be not less than which-
ever of the following is the least:

(A) 50 per centum of the total amount of regular compensa-
tion (including dependents’ allowances) payable to him during
such henefit year under such law, or :

(B) thirteen times his average weekly benefit amount. -

(2) For purposes of paragraph (1), an individunl’s weckly benefit
amount for a week is the amount of rezular compensation (neluding
dependents' allowances) under the State law payable to such individual
for such week for total unemployment.

EXTENDED BENEFIT PERIOD
Beginning and Ending

SEc, 203, {(a) For purposes of this title, in the ease of any State, an
extended benefit perivd—

(1) shall begin with the third week after whichever of the fol-
lowing weeks first oecurs:

(A) a week for which there is a nutional “on’’ indicutor, or

(B) a week for which there is a State “on® indicator; and

(2) shall end with the third week after the first week for which

there is both a national “‘off” indicator and a State “off”” indieator,

Special Rules

{(b) (1) In the case of any State—
(A) no extended benefit period shall last for a period of less than
thirteen consecutive weeks, but if an extended period begins by
occurrence of a national “on’ indicator, such extended benefit
period shall last not less than thirteen consceutive weeks sue-
ceeding the third week following the “on” indicator, and
(B) no extended benefit period may begin by reason of a State
“on" indicator before the fourteenth week nfter the close of o
prior extended benefit period with respect Lo such State.
(2) When a determination has been made that an extended benefit
—period is beginning or ending with respect to a State (or all the States)

the Secretary shaﬁ cause notice of such determination to be publishcti
in the Federal Register,
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Eligibility Period

(¢) For purposes of this title, an individual’s eligibility period un-"
14 Y I

.der the State law shall consist of the 12-month period immediately
succeeding his last exhaustion of rights to regular compensation under
any State law or to compensation under any other Federal law.

National “On” and “Off” Indicators

(d)} I'or purposes of this section—
(1) “There is n national “on” indicator for a week if—

(A) for cach of the three most recent calendar months
ending before such week, the rate of insured unemployment
(seasonally adjusted) for all States equaled or exceeded 5
per centum (determined by reference to the average monthly
covered employment for the first four of the most recent six
caleadar quurters ending before the month in question), and

(B) the total number of claimants exhausting their rights
to regular compensation under all State laws during the
period consisting of such three months equuled or exceeded
1 per centum of average monthly covered employment under
all State laws for the first four of the most recent six calendar
quarters ending before the heginning of such period.

(2) There is a national “off” indicator for a week if either—

(A) for the most recent calendar month ending before
such week, the rate of insured unemployment (scasonally
adjusted) for all States was less than 5 per centum (deter-
mined by reference to the average monthly covered em-
ployment for the first four of the most recent six calendar
quarters ending before such month), or

(B) paragraph (1)(B) was not satisfied with respect to
stch week.

State “On’’ and “Off”" Indicators

(e) For purposes of this section-—-

(1) There is a State “on” indicator for a week if the rate of
insured unemployment under the State law for the period con-
sisting of such week and the immediately preceding twelve
weeks —

(A) equaled or exceeded 120 per centum of the average of
such rates for the corresponding thirteen-week period ending
in each of the preceding two calendar years, and

(B) equaled or exceeded 3 per centum, .

(2) 'There is a State “off”” indicator for a week if, for the period
consisting of such week and the immediately preceding twelve
weeks, either subparagraph (A) or subparagraph (B) of paragraph
(1) was not satisfied,

For purposes of this subsection, the rate of insured unemployment for
any 13-week period shall be determined by reference to the average
monthly covered employment under the State law for the first four of
tlm‘miust recent six calendar quarters ending before the close of such
period,

Rate of Insured Unemployment; Covered Employment
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(1)(1) ¥or purposes of subsections (d) and (e), the term “rate of
insured unemployment” means the percentage arrived at by dividing—
(A) the average weekly number of individuals filing claims for
weeks of unemployment with respect to the s.peciﬁ(-(T period, as
determined on the busis.of the reports mnde by all State agencies
(or, in the ease of subsection (e), by the State agencey) to the

Secretary, by
('B)l tlie average monthly covered employment for the specilied

yeriod.

(2)l Determinations under subsection (d) shall be made by the
Secretary in aecordance with regulations preseribed by him.

(3) Determinations under suhsection (e) shall be made by the
State ageney in accordance with regulations prescribed by the
Secretary.

COMPENSATION FOER LONG-TERM UNEMPLOYED

Ske. 204, (1) Any State which provides regular compensation for
an individual for weeks of unemployment in a benefit year equal to
more than 26 tintes his weekly berefit amount shall be paid an amount
equal to !5 the compensation paid to each such individual in excess of
26 times his weekly benefit amount but in no event meore than 39
times his weekly benefit mmount.

SPECIAL ELIGIBILITY BEQUIREMENTS

(b)(1) The State lnw may provide that to be eligible for regulur
compensation in excess of 26 times his wedkly benefit amount an indi-
vidual must have had such additional employment or wages, or both,
in his base period as is specified in such law.

(2) The State law may provide that if, without good cause, nn
individual refuses to take training to which he is referred by the
State agency or leaves training to which he has been referred, or if
he is terminated with cause, he shall be disqualified from receiving
regular compensation in excess of 26 times his weekly benefit amount
for a period of from 1 to 13 weeks from the date of refusal, leaving, or
termination, as the ense may be.

PAYMENTS TO STATES
Amount Payable -

Skc. 205. (a) Thero shall be paid to each State an amount equal
to the sum of— :
(1) the extended compensation, and
(2) one-half the regular compensation as yovided by seetion
204 (n) paid to individuals under the State law.
(b) No payment shall be made to any State under this section
in respeet of compensation for which the Stute is entitled to reimburse-
ment under the provisions of uny Federal lnw other than this Act.

Payment on Calendar Month Basis

(¢) "There shall be puid to each State either in advance or by way of
reimbursement, us may be determined by the Seeretary, such sum us

}
i
3
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the Secretary estimates the State will be entitled to receive under this
title for each calendar month, reduced or increased, as the case may
be, by any sum by which the Secretary finds that his estimates for
any prior celendar'month were greater or less than the amounts which
slmu‘l(l have been paid to the State. Such estimates may be made
npon the basis of such statistical, sampling, or other method as may
be agreed upon by the Secretary and the State agency.

Certification

(d) T'he Seeretary shall from time to time certify to the Secretary
of the Treasury for payment to each State the sums payable to such
State under this section. The Seeretary of the Treasury, prior to
audit or settlement by the General Acconnting Office, shall make
pavment to the State in accordunce with such certification, by trans-
fors from the extended unemployment compensation account to the
acconnt of such State in the unemployment trust fund.

DEFINITIONS
SEe. 206, For purposes of this title—

(1) The term “compensation” menns cash benefits payable to
individuals with respect to their unemployment,

(2) The term “regular compensation” means compensation
payable to an individual under any State unemployment com-
sensation law (including compensation payable pursuant to title
XV of the Sveinl Security Act), other than extended compensu-
tion and ndditional eompensation.

(3 "Fhe term “extended compensation’” means  compensation
(including additional eompensation and compensation payable
purstant to title XV of the Social Security Act) payvable for
weeks of unemployinent beginning in an extended benefit period
to an individual under those provisions of the State luw which -
satisfy the requirements of this title with respect to the payment
of extended compensation.

(1) The term “additionul compensation” meuans compensation
payable (o exhaustees by reason of conditions of high unemploy-
ment or by reason of other special factors.

(5) 'The term “benefit yenr” means the benefit year as defined
in the applicable State law. :

(6) 'l"w. term “base period” means the base period as deter-
mined under applieable State law for the benefit year.

(7) ‘The term “Secretary”” means the Secretary of Labor of the
United States,

(8) "The term “State” includes the Distriet of Columbia and the
Commonwealth of Puerto Rico.

9) The term “State ageney” means the agency of the State
which administers its State law.

(10) The term “State law” means the anemployment com-
pensation law of the State, approved by the Sveretary under
seetion 3304 of the Internal Revenue Code of 1954,

(1 l)I The term “week”” means a week as defined in the applicable
State law. ’
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EXTENDED UNEMPLOYMENT COMPENSATION ACCOUNT

Sxc. 207. (a) Title IX of the Social Sceurity Act is amended by

striking out section 903 and inserting in licu thereof the following new -

section:

“EXTENDED UNEMPLOYMENT COMFENSATION
ACCOUNT

“ESTABLISHMENT OF ACCOUNT

“Ske. 905. (n) There is hereby established in the Unemployment
Trust Fund an extended unemployment compensation account.
Tor the purposes provided for in section 904 (¢), such account shall be
muintained as a separate book necount:

“ “Pransfers to Account

“(h) (1) The Secretary of the Treusury shull transfer (as of the close
of Januury 1968, and each month thereafter), from the employment
security administration account to the extended unemployment
compensation account estublished by subsection (1), an amount
determined by him to be equal three-clevenths (except for 19G8)
of the anount by which—

“(A) transfers to the employment security administration
aceount pursuant to seetion 901(0)(2) during such month, exceed
“(B) payments during such month from the employment
security andministeation aceount pursuant to section 901 (b)(3)
and (d).  'The amount of transfer determined by the Seeretury
for cach month of 1968 shall be equal to vne-sixth of the nmount
by which transfers under paragraph (A) exceed puyments under
paragraph (B).
If for any suel month the payments referred to in subparagraph (13)
exceed the transfers referred to in subparagraph (A), proper adjust-
ments shall be made in the amounts subsequently transterred.

“(2) Whenever the Secretary of the ‘I'reasury determines pursuant
to section 901(f) that there is an excess in the employment security
administration neeount as of the close of any fiseal year beginning
after June 30, 1967, there shall be transferred (as of the beginning of
the succeeding fiscal year) to the extended unemployment compensa-
tion account the total amount of such exeess ov so much thereof as is
required to increase the amount in the extended unemployment
compensation account to whichever of the following is the greater:

“(\) $1,000,000,000, or

“(B) the amount (determined by the Secretary of Labor und
certified by him to the Sceretary of the Treasury) equal to
four-tenths of 1 per centum of the totul wages subjeet (determined
without any limitation on amount) to contributions under all
State unemployment compensation laws for the calendur year
ending during the fiscal year for which the excess is determined.

“Transfers to State Accounts

“(¢) Amounts in the extended unemployment compensation fund
shall be available for transfor to the nccounts of the States in the

P ———
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unemployment trust fund as provided by section 205(e) of the Federal-
State Extended Unemployment Compensation Act of 1966,

“Transfers to Federal Unemployment Account

“(d)y If the balance in the extended unemployment compensation
account as of the close of any fiscal vear exceeds the greater of the
amounts referred to in subparagraphs (A) and (B) of subsection (b)(2),
the Secretary of the Treasury shall transfer (as of the close of such
fiscal year) from such account to the Federal unemployment account
an amount equal to such excess. In applying section 902(b), any
amount transferred pursuant to this subsection as of the close of any
fiscal year shall be treated as an amount in the Federal unemployment
account as of the close of such fiscal year.

“Advances to Extended Unemployment Compensation Account

“(e) There are hereby nuthorized to be appropriated to the extended
unemiployment compensation account, as repayable advances (with-
out interest), such sums as may be necessary to provide for the
transfers referred to in subsection (e).”

(b)(1) Section 901(f)(3) of the Social Security Act is amended by
striking out “to the Federal unemployment account’” and inserting
in lieu thereof “10 the extended unemployment compensation necount,
to the Federal unemployment account, or both,”.

(2) Section 902(a) of such Act is amended by striking out “the
total amount of such excess” and inserting in lieu thereof “the portion
of suel excess remaining after the application of seetion 905(b)(2)"".

(3) The second sentence of section 1203 of such Aet is amended to
read as follows: “Whenever, after the application of section 901(f)(3)
with respect to the excess in the employment security administration
account as of the close of any fiscal year, there remains any portion of
sueh exeess, so much of such remainder as does not exceed the balances
of advances made pursuant to seetion 905(e) or this seetion shall ha
transferred to the general fund of the Treasury and shall be credited
against, and shall operate to reduce, first the balauce of advances
under section 905(¢) and then the balance of advances under this
section.”

APPHROVAL OF STATE LAWS

Skc. 208, Section 3304(a) of the Internal Revenue Code of 1954 is
amended by inserting after paragraph (10) (added by section 121(n)
of this Act) the following new paragraph:

“(11) extended compensation shall be payable as provided by
the Federal-State Extended Unemployment Compensation Aet
of 1966; and”. )

EFFECTIVE DATES

Skc. 209, (0) Tn applying section 203, no extended benefit period
may begin with a week beginning before January 1, 1069.

(b) Sections 204 and 205 shall apply with respeet to weeks of un-
employment beginning nfter December 31, 1968,

(¢) "The amendment made by section 208 shall apply to the taxable
year 1969 and taxable years thereafter,
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TITLE III--FINANCING
INCREASE IN TAX RATE

SEc. 301, (a) Section 3301 of the Internal Revenue Code of 1954
(relating to rate of tax under Federal Unemployment Tax Act) is
amended—

(1) by striking out “1961"” and inserting in lieu thereof “1965",
(2) by striking out “3.1 percent” in the first sentence and
inserting in lieu thereof “3.25 percent”, and
(3) by striking out the last two sentences, and substituting
therefor the following:
“In the case of wages paid durving the ealendar year 1967,
the rate of such tax shall be 3.3 percent in lieu of 3.1 percent.”

(b) The amendments mude by subsection (a) shall apply with

respect to the calendar year 1967 and calendar years thereafter,

INCREASE IN WAGE BASE

SEc. 302, (n) Effective with vespeet to remuneration paid after
December 31, 1967, section 3306(b)(1) of the Internal Revenne (‘ode
of 1954 is amended by striking out ““8$3,000” each place it appenrs
and inserting in lieu thereof “$5,600".

(b) Effective with respeet to remuneration paid after December
31, 1970, section 3306(b)(1) of such Code (us amended by subsection
(n)) is amended by striking vut #$5,600" each place it appears and
inserting in lieu thereof “86,600".

Q



