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Mr. Long, from the Committee on Finance,
submitted the following

REPORT

[To accompany H.R. 4007]

The Committee on Finance, to which was referred the bill (H.R.
4007) to amend the Internal Revenue Code of 1954 to provide that the
provisions which increase the Federal unemployment tax in States
which have outstanding loans will not apply if the State makes certain
repayments, having considered the same, reports favorably thereon
with an amendment and an amendment to the title and recommends
that the bill as amended do pass.

I.—SuMmary

Repayment of State loans—When State unemployment compensa-
tion accounts (funded by State unemployment taxes) prove insuf-
ficient to meet benefit obligations, States are permitted to borrow on
an interest-free basis from a Federal loan account. If a State fails to
repay the loan, recoupment of the loan is achieved through automatic
annual increases in the net Federal payroll tax applicable to employers
in that State.

Under the provision approved by the committee today, this Federal
recoupment would be limited in several respects starting with taxable
years beginning after 1980 (i.e. starting with the recoupment which
would otherwise take place at the beginning of 1982 for taxable year
1981.)

Under the committee provision, the increased Federal tax for re-
couping unrepaid State loans would not apply in any year in which
the State repays by November 9 of the taxable year an amount equal
to the sum of: (a) the amount of revenues that would otherwise be
generated by the increased Federal tax and (b) any loans which had
been received during the previous 12 months.
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The committee amendment would also allow borrowing States to
qualify for a limitation on the amount of any Federal tax increase
to recoup outstanding loans. If specified requirements are met, the
amount of increased Federal tax could not exceed an aggregate level
of 0.6 percent (thus increasing the net effective Federal tax rate to a
maximum of 1.3 percent) or, if higher, the percentage increase which
had been reached in the year prior to the year in which the State
qualifies (or requalifies) for the cap. The cap would limit both the
general 0.3 percent annual increases and certain special increases
which otherwise come into play after a State has failed to repay a loan
for a period of years.

As a condition of eligibility for the cap, State taxes would be re-
quired to meet certain minimum criteria, and overall State program
solvency could not be decreased. In order for a State to qualify for
the cap for any year, its tax effort must not have been reduced. In
addition, its tax effort must be sufficient to fully meet that year’s bene-
fit obligations, and no State legislation could have been enacted during
the preceding year which would have the net result of lessening the
solvency of the State unemployment program (i.e., no benefit liberali-
zations could be enacted unless funding to cover their costs fully was
also enacted).

If by November 10 a State meeting these requirements had repaid
an amount equal to the capped tax that would otherwise apply, no
Federal tax increase would become effective. If such a State had not
made such a payment, the increased Federal tax would go into effect
at the capped rate. The capped rate would be the increased tax rate
applicable to the State in the preceding year or 0.6 percent (over and
above the generally applicable 0.7 percent), whichever is higher. The
“capped” rate is applicable only after the increased tax rate (gener-
ally 0.3 percent in the first year, 0.6 percent in the second year, 0.9
percent in the third year, and so forth) would otherwise have in-
creased to more than 0.6 percent.

Special provisions for recession-impacted States—In the case of
States experiencing unusually high rates of unemployment, the com-
mittee bill would allow the above provisions to apply as described ex-
cept that the affected States would not be required to have repaid any
new loans taken out during the preceding year. To qualify for this
provision, a State would have to have either (a) an insured unemploy-
ment rate of 7 percent or more during a 26-week period in the Federal
fiscal year preceding the November 10 date as of which the determina-
tion is made, or (b) an insured unemployment rate during a 26-week
period of that fiscal year which was 4.8 percent or higher and was at
least 20 percent higher than the average insured unemployment rate
in the comparable 26-week period of the 2 preceding fiscal years.
States qualifying for this provision would have to repay any new loans
to which it applies no later than 12 months following the end of the
first fiscal year in which they no longer qualify for it.

Elimination of national trigger—Under present law, an extended
benefit program providing up to 13 weeks of additional unemploy-
ment benefits becomes effective in times of high unemployment. The
extended benefits program goes into effect on a State-by-State basis
if the State insured unemployment rate reaches a level of 4 percent
and is also 20 percent higher than the rate during the comparable
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period of the 2 previous years. At State option, the program can also
become effective whenever the State insured unemployment rate is 5
percent or higher regardless of how it compares with the rate in the
9 prior years. In addition to these “State triggers,” the program be-
comes effective in all States whenever the national insured unem-
ployment rate reaches a level of 4.5 percent. (For both State and
national triggers, the rate is measured over a moving period of 13 con-
secutive weeks.) The committee amendment would eliminate the na-
tional trigger so that the program would go into effect only in those
States where one of the State triggers applied. Since the national
trigger is now in effect, extended benefits would continue in all States
until the minimum 13 week period had been completed. Thereafter,
extended benefits would be payable only in those States which con-
tinue to meet the State trigger requirements.

Optional State trigger—Under present law, States must imple-
ment the extended benefit program when the State insured unempioy-
ment rate is both 4 percent or higher and 20 percent above the level
prevailing in the State in the 2 prior years. When the “20 percent
higher” factor is not met, States may at their option provide for the
program to become effective when the State insured unemployment
rate is at least 5 percent. If States choose this option, the trigger point
for the program must be set at 5 percent. In other words, States may
not provide that the program will become effective only if the rate
is at least 514 percent or 6 percent. The committee amendment would
modify the optional State trigger provision so that States could specify
any rate of insured unemployment which is 5 percent or higher as
the optional trigger point (that is, the point at which the extended
benefit program would become effective in the absence of the “20 per-
cent higher” factor).

Unemployment benefits for Federal employees—Under present law,
a Federal employee who suffers unemployment may qualify for un-
employment compensation under the same rules as apply to employ-
ees of private businesses in the State in which he was last employed.
The costs of benefit payments to former Federal employees are reim-
bursed to the State paying benefits by the Federal government. At
present, all such costs are funded through a single appropriation ac-
count within the budget of the Department of Labor rather than being
charged to the appropriations of the employing agencies. The com-
mittee amendment would establish a special account within the Fed-
eral unemployment trust fund from which States would be reimbursed
for the costs of unemployment benefits based on Federal employment.
Each agency would be required to reimburse that account from its
appropriations for the costs attributable to its employees.

Extended benefits not payable on the basis of less than 20 weeks of
employment.—Under existing law, most States pay regular unem-
ployment benefits for a maximum of 26 weeks. In times of high un-
employment, benefits are payable for an additional period of up to
13 weeks under the extended benefits program. Half the cost of this
program is met from the Federal unemployment tax. Each State sets
the amount of qualifying employment necessary to become eligible
for regular benefits. While some States have established rules that
allow benefits only for persons with a substantial earnings history,
other States require much less previous work. This can result in ex-
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tended benefits being paid to an individual who has qualified on the
basis of a minimal period of employment. The amendment would
require that benefits not be paid under the extended benefit program
to any individual who has less than 20 weeks of qualifying employ-
ment in the base period. As an alternative to the 20 weeks of employ-
ment, State agencies would be permitted to establish a requirement
that the individual’s total base period wages be no less than an amount
equal to 20 times the State average weekly wage in covered employ-
ment.

Extended benefits not payable to persons who leave jobs voluntarily
or for misconduct.—When an unemployed worker has voluntarily left
his job without good cause, has been discharged for misconduct, or has
refused what the State agency considers a suitable job offer for him, he
becomes ineligible for benefits. However, in many States the disqualifi-
cation is lifted after a period of time. Other States continue the dis-
qualification for the duration of unemployment. The committee amend-
ment would require that an individual who had been disqualified for
one of these reasons could not be paid extended benefits (even though
he may have been reinstated to regular State benefit status because
his State provides for only a limited period of disqualification).

Definition of insured unemployment rate—In regulations promul-
gated earlier this year, the Department of Labor attempted to modify
the definition of the insured unemployment rate as that concept 1s
applied for purposes of the extended benefits program. Under the
former interpretation, insured unemployment was computed by divid-
ing the number of-persons receiving unemployment benefits (includ-
ing persons getting extended benefits) by the number of persons work-
ing in jobs covered by the unemployment compensation program. The
regulations issued by the Department of Labor would have eliminated
extended benefits from the computation of the insured unemployment
rate. These regulations, however, were recently abrogated by a Federal
court on the basis that a change of this type would require legislative
action. The committee amendment would reinstitute the change pro-
posed by the Department, so that extended benefit recipients would
not be counted in determining the insured unemployment rate.

II.—GeNErRaL DiscussioNn oF THE BInn

LIMITATION ON RECOUPMENT OF STATE UNEMPLOYMENT COMPENSATION
' LOANS THROUGH INCREASED FUTA PAYMENTS

(Section 1 of the Bill)

Financing of unemployment benefits—As a general rule, benefits
payable under the unemployment compensation program are financed
through payroll taxes imposed by State legislatures. These State taxes
are deposited in State accounts in the Federal Unemployment Trust
Fund with the result that the operations of State programs are reflected
in the Federal budget. However, no Federal funds are used to finance
regular State benefits (that is, benefits payable for the first 26 weeks of
unemployment). In times of high unemployment, an additional 13
weeks of benefits are payable under the 1970 Federal-State Extended
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Unemployment Compensation Act. These extended benefits are paid
half from State unemployment taxes and half from the Federal
unemployment tax.

In theory, the unemployment compensation program operates on
a countercyclical basis. During periods of lower unemployment, sur-
pluses are accumulated in both the Federal and State accounts in the
trust fund. In times of recession, benefit liabilities increase and those
accumulated surpluses are drawn down.

Loan provisions—Because of the volatility of unemployment rates,
the present law contains special loan provisions designed to tide
unemployment compensation accounts over unforeseen circumstances
in which surpluses prove inadequate to meet benefit demands. A por-
tion of the Federal unemployment tax is deposited in a Federal loan
account from which States may obtain interest free loans whenever
State accounts are inadequate to meet benefit obligations. The Federal
loan account, in turn, may receive interest-free loans from the General
Fund of the Treasury if it cannot otherwise accommodate State re-
quirements. (The Federal extended unemployment compensation ac-
count also borrows from the general fund when necessary to meet the
Federal one-half share of extended benefits.)

During and since the last recession, several States had inadequate
reserves to meet benefit costs and borrowed large sums from the Federal
loan account, which in turn borrowed heavily from general revenues.
The extended unemployment compensation account also had inade-

uate reserves to meet the Federal share of extended benefit costs and
the costs of a new emergency unemployment program which, during
the last recession, extended benefit duration up to one and one-quarter
years. Consequently the extended unemployment compensation account
also incurred substantial loans from the general fund of the Treasury.
The outstanding loan balances as of June 30, 1980 are shown below:

[Dollar amounts in billions]

Amount of

Owed by— Owed to— debt
Federal extended benefit account. General fund.. $7.627
Federal loanaccount................... do............ 4,982

State accounts. .. .. Federal loan (4.334)

account.

Repayment of Federal loans under present law.—The outstanding
Federal accounts debt to the general fund of the Treasury are to be
repaid out of the proceeds of the Federal unemployment tax com-
bined with repayments by the States of their outstanding loans. In
the case of the $7.6 billion outstanding general fund loan to the
extended unemployment compensation account, present law provides
for a temporary increase in the effective Federal tax rate from its
permanent level of 0.5 percent to a level of 0.7 percent until such
time as that debt has been eliminated. The $5 billion loan account
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debt to the general fund will largely be met from repayment of
State loans. L

Repayment of State loans under present law.—Permanent law pro-.
vides that a State must repay the totality of any outstanding loan
by November 10 following the second consecutive January 1 on which
it had such a balance. For example, if a State borrows $50 million
in April of 1981 and $25 million in June of 1982, it must repay the
entire $75 million by November 10 of 1983 since it had an outstanding
loan balance as of January 1982 and January 1983. If a State fails
to meet this requirement, recoupment of the loan begins through an
automatic increase in the net Federal payroll tax applicable to em-
ployers in that State. In general, the tax rate escalates by 0.3 percent
per year. In the above example, the net Federal tax rate would in-
crease from its national level of 0.7 percent to a level of 1.0 percent
in that State for 1983 (which employers pay at the beginning of
1984) and then to 1.3 percent for 1984, 1.6 percent for 1985 and so
on until the debt is recouped (or the full 3.4 percent maximum Fed-
eral tax rate is reached). .

Because of the heavy impact of the last recession, Congress enacted
temporary provisions which effectively suspended any repayment
requirements over the past 5 years if States met certain criteria estab-
lished by the Labor Department. These temporary provisions have
now expired with the result that several States with outstanding loans .
are faced with increased Federal tax rates to recoup the loans.

Potential 19801

Some Amount of increase in net
outstanding debt Federal tax rate
State debt since (millions) (percent)
Arkansas.......... ... 1980 $3.0 ..............
Connecticut............. 1972 370.9 0.7
Delaware............... 1975 43.8 6
District of Columbia.... 1975 65.5 .6
Hlinois. ............. 1975 946.5 3
Maine................... 1975 36.4 3
Massachusetts. .. ... ... 1975 231.7 3
Michigan................ 21979 410.0 0
Minnesota............... 21979 1.9 0
Montana............... 1976 7.1 3
New Jersey............. 1975 651.9 3
Pennsylvania............ 1975 1,388.4 6
PuertoRico........... .. 1975 88.7 3
Rhode lsland............ 1975 121.2 6
Vermont................. 1974 40.7 6
Virgin Islands.......... 1975 7.7 3

! Increased tax (over nationally applicable net rate of 0.7 percent) for tax year
1980 (payable at beginning of 1981).
? State repaid former loan prior to Nov. 10, 1979.

Committee amendment.—The committee recognizes that increasing
unemployment rates in the near term will make it difficult for States
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with large outstanding loan balances to repay those loans and thus
avoid the increases which will otherwise occur in the net effective
Federal unemployment tax rate. These States have argued that allow-
ing the full Federal tax increases to become effective will tend to
lessen prospects for economic recovery. The committee recognizes the
force of that argument but is also concerned that a simple extension
of the suspension which has been in effect for the past 5 years could
undermine the incentives for States to build adequate reserves in times
of economic prosperity. The committee therefore recommends changes
in the law which will give the affected States substantial relief from
the present law recoupment provisions while at the same time requiring
substantial action by those States to strengthen the solvency of their
unemployment. programs so as to achieve an orderly repayment of
their outstanding indebtedness.

Loan repayment in lieu of tax.—Under the committee amendment,
the increased Federal tax for recouping unrepaid State loans will not
apply in any year in which the State repays by November 9 of the
taxable year an amount equal to the sum of : (a) the amount of revenues
that would be generated for the taxable year 1f the increased Federal
tax had become effective and (b) any loans which had been received
during the 1-year period ending with November 9 of the taxable year
in question. The requirement in the House bill that the State trust
fund be sufficiently solvent to assure no further borrowing for 6
months would be dropped. In addition, the amount to be repaid would
be limited to the “capped” amount as described below provided that
the State met the requirements for the cap. (If the State did not meet
the requirements for the cap, it could use the repayment in lieu of tax
provision but would then have to repay the full equivalent of the tax
that would apply under present law.) This provision would be appli-
cable in the case of taxable years beginning after 1980. In other words,
the present law requirements would continue to apply in the case of
1980—States which do not repay their loans in full before November 10
will have the increased Federal tax rate shown in the above table apply
to 1980 wages. This tax is paid at the beginning of 1981, The new
provisions would apply starting with determinations made on Novem-
ber 10, 1981 for increased taxes payble at the beginning of 1982.

Cap on increased Federal tax.—The committee amendment would
allow borrowing States to qualify for a limitation on the amount of
any Federal tax increase to recoup outstanding loans. If specified
requirements are met, the amount of increased Federal tax could not
exceed an aggregate level of 0.6 percent (thus increasing the net effec-
tive Federal tax rate to a maximum of 1.3 percent) or, if higher, the
percentage increase which had been reached in the year prior to the
year in which the State qualifies (or requalifies) for the cap. The cap
would limit both the general 0.3 percent annual increases and certain
special increases which apply to States with relatively low tax effort.

As a condition of eligibility for the cap, State taxes would be re-
quired to meet certain minimum criteria, and overall State program
solvency could not be decreased. In order for a State to qualifv for
the cap for any year, its tax effort must not have been reduced. In
addition, its tax effort must be sufficient to fully meet that year’s bene-
fit obligations. For a State to meet this requirement, the Secretary of
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Labor would have to determine as of November 10 of the yearto which
the cap would apply that:

p( 1) ThepoI\)ltystanding loan balance of the State as of Se%)tem-
ber 80 of the same year was no higher than it had been as o Sep-
tember 30 of the preceding year;

(2) No State _I;.otion h%;g been taken during the Federal fiscal
year ending in that year to reduce the State’s overall unemploy-
ment tax effort; and .

(3) No State legislation had been enacted during thet same
Federal fiscal year which had the net result of lessening the sol-
vency of the State unemployment program (i.e., no benefit liberal-
izations could be enacted unless funding to cover their costs fully
was also enacted). ) . .

If by November 10 a State meeting these requirements had repaid
an amount equal to the capped tax that would otherwise apply, no Fed-
eral tax increase would become effective. If such a State has not made
such a payment, the increased Federal tax would go into effect at the
capped rate. The capped rate would be the increased tax rate applicable
to the State in the preceding year or 0.6 percent (over and above the
generally applicable 0.7 percent) whichever is higher. The “capped”
rate applies only after the present law provisions would have increased
the increased tax level to a rate above 0.6 percent. Under present law,
the increased rate is generally 0.3 percent for the first year in which an
increased rate applies, 0.6 percent for the second year, 0.9 percent for
the third year and so forth.

The cap provisions would first apply to taxable years after 1980
(i.e., to tax payments due at the beginning of 1982 and later years).

pecial provision for recession-impacted States—The provisions
described above will substantially lessen the conditions States must
meet to avoid bearing the full impact of automatic annual increases
in the Federal unemplovment tax designed to recoup unrepaid loans
from the Federal trust fund account to the State accounts. The com-
mittee recognizes that States which are particularly hard hit by reces-
sionary conditions may be temporarily unable to meet even these lesser
requirements. For this reason, the committee amendment incorporates
a special provision granting further relief to States with extraor-
dinarily high levels of unemployment.

A. condition common to both of the above provisions is that States
must improve the solvency of their programs to the point that no new
borrowing is required. In other words, although temporary borrowing
to meet cash flow contingencies within a given year would be permis-
sible, States would have to be in a position on a year-to-year basis to
meet current benefit obligations plus any required loan repayments
without increasing the net year-end balances of their outstanding
loans. This requirement would be suspended under the committee
amendment in the case of any taxable year if the State had extraor-
dinarv levels of unemployment during the Federal fiscal year which
ends in that taxable year. For this purpose, a State would be consid-
ered to have an extraordinary level of unemployment if, over a period
of 26 consecutive weeks. the insured unemployment rate was either:

(@) T percent or higher, or
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(b) 4.8 percent or higher and at least 20 percent above the rate
prevailing (on average) in the comparable 26 week period of the
9 prior years.

For purposes of determining insured unemployment, the rate to be
used would be the same as the rate used for purposes of the extended
benefit triggers. (Section 7 of the bill revises the definition of this
rate. It is intended that the revised definition be applied consistently,
that is, both for the taxable year in question and for the 2 preceding
years.) By way of exception to this general rule of using the extended
benefits trigger rate, the 7 percent criterion would be based on a
seasonally adjusted insured unemployment rate.

The committee is aware that this provision in effect permits States
with high rates of insured unemployment to defer any net repayment
and to continue building up increased loan balances for so long as
they qualify under the recession-impact criteria. However, the com-
mittee anticipates and expects that these States will recognize that
those criteria are unlikely to be met for any protracted period of
time. The reason for this 1s that the “20 percent higher” requirement
cannot be met unless unemployment levels are not only high but are also
continually increasing. Consequently, States will need to take prompt
and substantial action as soon as their economic situation stabilizes to
improve the solvency of their programs. Such action will be imperative
if States are to continue to qualify for any of the relief provided by this
bill. Under the amendment, as soon as a State completes a fiscal year in
which it no longer meets the recession-impact criteria outlined above,
it would have only 12 months in which to repay all new borrowing
which it incurred since the beginning of the first fiscal year for which
the recession-impact waiver first applied. If it fails to meet this require-
ment, it can no longer qualify for any of the relief provided under this
section. That disqualification would continue until the taxable year
Wh(i1Ch starts in the fiscal year in which the required repayment is in fact
made.

Example :

State A has an outstanding loan balance of $300 million on Septem-
ber 30, 1980 and on November 10, 1980. Under existing law, the State
faces an increase of 0.6 percent in the net Federal unemployment tax
for taxable year 1980. (For purposes of this example, 0.6 percent is
assumed to generate revenues of $40 million in each year. In practice,
the yield from such a tax would vary from State to State depending on
covered payroll and from year to year within a State.) Under present
law the additional tax will increase to 0.9 percent ($60 million) for
1981, to 1.2 percent ($80 million) for 1982, and to 1.5 percent ($100
million) for 1983.

Since the relief provided by the bill is first effective for taxable years
ofter 1980, the 0.6 percent increase for 1980 will be assessed. Thus, em-
plovers in the State will pay an additional $40 million in taxes at the
start of 1982. This will reduce the State’s balance to $260 million.

For taxable 1981, the additional tax will be held at 0.6 percent ($40
million, in this example) instead of rising to 0.9 percent if the State is
found on November 10, 1981 to have met the qualifying requirements
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for the cap as described above. One of the requirements, in this exam-
ple, would be that the State loan balance as of September 30, 1981 be no
higher than $300 million—the amount it had reached on September 30,
1980. (This assumes that the State had not qualified during fiscal year
1981 for the special relief for recession-impacted States.) 1f the State
meets the cap requirements, it would have the option of repaying the
equivalent of 0.6 percent plus any borrowing that took place between
November 10, 1980 and November 9, 1981. In other words, it would
have to bring its loan balance down to $220 million by November 9.
If it did so, no increased Federal tax would be payable by the State’s
employers at the beginning of 1982. (If it qualified for the cap but did
not bring its loan balance down to $220 million by November 9, the
State’s employers would be assessed the “capped” tax increase of 0.6
percent ($40 million) at the beginning of 1982. If the State did not
qualify for the cap, the Federal tax rate increase would rise to 0.9 per-
cent for 1981 and continue to increase by 0.8 percent per year until the
State requalifies or until the loan has been fully recaptured by the tax
increases. If the State requalifies, the cap would be at the rate of Fed-
eral tax increase which had been reached in the year before the State
requalified.)

If in the above example, the State had a 26-week period during fiscal
1981 in which it met the recession-impact criteria (an insured unem-
ployment rate of at least 4.8 percent and 20 percent above the rate in
the comparable period of fiscal years 1979 and 1980), it could qualify
for the 0.6 percent ($40 million) cap on the 1981 tax increase even 1f
it had required additional borrowing during fiscal 1981, thus increasing
1ts loan balance to, say, $500 million by September 30, 1981. In addition,
as long as the State made a $40 million repayment on or before Novem-
ber 9, there would be no increased Federal tax payable by the State’s
employers for taxable year 1981 at the start of 1982 even though the
loan balance had not been reduced to its September 1980 level of $300
million (for example, if after the repayment it remained at $500 mil-
lion). If the State then failed to meet the recession-impact criteria dur-
ing fiscal year 1982, it would have to keep its loan balance down to no
more than $500 million as of September 30, 1982 to continue to qualify
for the 0.6 percent cap. The State would have to reduce that balance to
$460 million ($500 million less than $40 million equivalent of the 0.6
percent tax) by November 9, 1982 to avoid the imposition of that 0.6
percent tax increase on the State’s employers at the start of 1983. In
addition, since the State no longer met the recession-impact criteria as
of fiscal year 1982, it would have to repay all new borrowing since the
start of 1981 by the end of fiscal year 1983, In other words, to qualify
for the cap for taxable 1983, the State would have to reduce its loan
balance by September 30, 1983 to $300 million (i.e., its loan total as of
September 30, 1980—just prior to the first year for which it met the
recession-impact criteria). If the State did not meet that require-
ment, it would cease to qualify for relief under the bill and its
%‘edel:al tax rate increase would begin to rise by 0.3 percent per year.

n this example, the additional Federal tax would be raised to 0.9 per-
cent for 1983 and 1.2 percent for 1984, Tf the State subsequently reduced
its loan balance to the September 1980 level, it could requalify for the
ﬁi}é;réil(ilwgvgr,ﬂtqhe cap would }l;e at the rate of tax which the State

ached in the prior year, that is—in this e — i
the State requaliﬁec{? as ofyi985) . in this example—1.2 percent if
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ELIMINATION OF NATIONAL TRIGGER UNDER THE EXTENDED BENEFITS
PROGRAM

(Section 2 of the Bill)

Present law.—In most States, unemployment benefits are payable
under the regular State program of unemployment compensation for
a maximum of 26 weeks. The costs of these regular benefits are financed
entirely from State unemployment taxes. In times of high unemploy-
ment, however, the Federal-State extended unemployment compen-
sation program becomes operative. This program provides for an
additional benefit duration for workers who have exhausted their
entitlement to regular State benefits. Benefits are payable under the
extended program for half as many weeks as benefits were payable
under the regular program. In other words, when the extended pro-
gram is in effect, unemployed persons can receive up to 13 additional
weeks of benefits for an overall maximum of 39 weeks. Half of the cost
of extended benefits is paid for from State unemployment taxes and
half of the cost is borne by the Federal unemployment tax.

Present law provides for the extended benefit program to be opera-
tive in any State when the insured unemployment rate (the number
of persons receiving unemployment benefits as a percentage of persons
working in jobs covered by the program) is sufficiently high under
any one of three tests or “triggers.” Under the basic State trigger,
the program is in operation when the insured unemployment rate
for the %tate is at least 4 percent and that State’s insured unemploy-
ment rate is at least 20 percent higher than the average insured un-
employment rate in that State during the comparable period in the
two prior yars. If the State insured unemployment rate is not at
least 20 percent above the rate for the 2 prior years, a State may
nevertheless elect to have the extended benefit program become effec-
tive whenever the State insured unemployment rate reaches a trigger
level of 5 percent. In addition to the basic and optional State trigger
provisions, present law also includes a national trigger. When the
national insured unemployment rate is at a level of 4.5 percent or
higher, the extended benefits program must be operated by all States.

Committee amendment.—The committee amendment would elimi-
nate the national trigger for paying extended unemployment benefits.
Unemployment benefits are provided in order to protect workers
against the involuntary loss of income that occurs when they lose their
jobs and for the period thereafter while they are trying to obtain new
employment. In times of high unemployment, the availability of jobs
is curtailed and the competition for them is increased. At such times,
it is likely that an unemployed worker will need more time to find a
new job. This relationship between the overall level of unemployment
and the amount of time it takes to find a new job is the basic justifica-
tion for a program of extended benefit duration. The committee be-
lieves, however, that that relationship is more properly reflected in
the State triggers than in the national trigger. When a worker becomes
unemployed, the question of how long he will have to search for new
employment is dependent upon the availability of, and competition
for, jobs in the area where he resides, not upon the national average
unemployment situation.
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When the extended unemployment compensation program was
originally enacted in 1970, extended benefits could be triggered on for
an individual State only if the State insured unemployment rate was
both 4 percent and was at least 20 percent higher than in the 2 pre-
ceding years. In the case of a prolonged national recession, States
would be unable to meet the “20 percent higher” requirement even
though they might be experiencing a very high level of insured unem-
ployment. For this reason, the national trigger did serve as an im-
portant safeguard under that original legislation. In the 1976
amendments, however, the law was changed to provide for an optional
alternative State trigger based on an absolute State insured unemploy-
ment rate of 5 percent. The committee believes that that change in the
law eliminated the need for a national trigger. (

Since the national trigger is now in effect, extended benefits would
continue in all States until the minimum 13 week period had been
completed. Thereafter, extended benefits would be payable only in
those States which continue to meet the State trigger requirements.

STATE OPTION AS TO CRITERIA FOR STATE “ON” aND “OFF” INDICATORS

(Section 3 of the Bill)

Present law.—As explained in the description of section 6 above,
one of the three “trigger” situations in which extended benefits may
be payable is the optiona)l State insured unemployment rate of 5
percent. Prior to the 94th Congress, permanent law provided for ex-
tended benefits to be payable on a State-by-State basis only under
the mandatory trigger of a State insured unemployment rate of 4
percent or more which was also at least 20 percent above the rate
which the State had experienced during a comparable period in the
2 prior years. Because that requirement prevents benefits from being
payable in States with high but persistent levels of unemployment, -
temporary legislation had been enacted on several occasions to waive
the “20 percent higher” requirement. To meet this problem on a per-
manent basis, the law was amended to give each State the option of
triggering into the program at a 5 percent insured unemployment rate
without regard to how that level of unemployment compared with
prior years. ,

Committee amendment.—Inasmuch as the 5 percent State trigger is
optional with the States, the committee sees no reason why States
should not be given the additional flexibility to set the trigger level at
whatever level of insured unemployment which the State may find
appropriate so long as it is at least 5 percent. At the time the optional
5 percent State trigger was under consideration by the Congress, there
was disagreement as to the most appropriate level and the Senate
version of that legislation provided for a trigger level of 6 percent.
Since the question of whether to pay benefits at all under this trigger
has .bgen left to the States, it seems reasonable to give the States this
additional flexibility to set the trigger at 5, 514, 6 or whatever per-
cent they find most appropriate.
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BENEFITS ON ACCOUNT OF FEDERAL SERVICE TO BE PAID BY EMPLOYING
FEDERAL AGENCY

(Section 4 of the Bill)

Present law—Under present law, individuals who are terminated
from Federal employment (or partially terminated) may apply for
benefits with the State agency of the State in which their Federal
employment was located. Unemployment benefits are payable to such
individuals under the same rules and procedures as apply to indi-
viduals in that State who lose jobs in private employment. To the
extent that benefits are based on Federal employment, the State is
reimbursed by the Federal Government (out of appropriated funds)
for the benefit costs. The Federal costs of benefits for former employees
are appropriated into a single account as a part of the annual Labor-
HHS Appropriations Act.

Commiattee amendment.—An important element in the unemploy-
ment compensation program in the States is the experience-rating
system which provides a strong incentive for employers to avoid
unnecessary employee turnover and to monitor claims for unemploy-
ment to assure that awards are not being made by the State agency
to persons not entitled to benefits. Under existing law this same type
of incentive does not exist for Federal agencies since they have no
fiscal stake in the question of whether or how much unemployment
compensation is paid to their employees. The costs of such compensa-
tion is borne by a government-wide account which is not reflected in
individual agency budgets and therefore not subject to any effective
review by the appropriations subcommittees responsible for monitor-
ing these budgets.

The committee amendment would modify this arrangement by
providing that the budget account from which States are reimbursed
would receive its funding not from a single direct appropriation but
rather from payments made by each agency out of that agency’s
appropriation. This should make each agency more aware of the
need to monitor, and in appropriate cases contest, benefit claims of
former employees in order to avoid excessive costs which would have
to be absorbed from other parts of the agency’s budget.

Under the committee amendment, a separate account for Federal
employee benefits would be established. This account would be placed
within the Unemployment Trust Fund but would be funded entirely
from general revenues. It would operate on a revolving fund basis
starting with a transfer to the account on September 30, 1980, of the
amounts that have already been appropriated to pay for Federal
employee unemployment benefits. Starting on that same date, States
would be reimbursed out of this account for their benefit payments to
Federal emvloyees. The employing agencies would, in turn, be re-
quired to reimburse the account out of their individual appropriations.
Additional appropriations could be made to the account to assure an
adequate working balance and any exces amounts in the account would
be transferred back to the general fund of the Treasury.

67-860 O 80 2
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Although the change becomes effective as of October 1, 1980, the
committee recognizes that it will take some time and effort for the
Labor Department to begin making determinations as to the amounts
owed the account by each agency and for the readjustment of budgets
to accommodate this change. For this reason, the amendment is in-
tentionally drawn 'in a manner which does not mandate a particular
time limit within which determinations and reimbursements must be
made. The amendment provides that agencies will make transfers to
the account on a quarterly basis reflecting what they owe the account
on the basis of Labor Department determinations which have been
completed as of the start of that quarter. While this does provide
great leeway to the Department in implementing this provision, the
committee intends that the Department should move as quickly as
feasible to begin implementation and should assure that agencies are
promptly made aware of the fact and purpose of this change in the
law.

LIMITATION ON PAYMENT OF EXTENDED UNEMPLOYMENT BENEFITS

(Section 5 of the Bill)

Present law.—Under existing law, regular State unemployment
benefits are payable out of State unemployment payroll taxes to work-
ers who are involuntarily unemployed and who are willing and avail-
able to accept employment which is consistent with their abilities and
prior work experience. Generally, States pay benefits for a maximum
of 26 weeks. In times of high unemployment, an extended benefits pro-
gram becomes effective. Under this program up to 13 additional weeks
of benefits are payable. The benefits are funded half from State pay-
roll taxes and half from the Federal unemployment tax. Under present
law, each State establishes the qualifying requirements for regular
benefits and individuals who meet those requirements are automati-
cally eligible for Federal-State extended benefits if the extended
benefits program is in effect.

All States establish certain prior employment requirements to
establish eligibility for benefits. While some States have established
rules that allow benefits only for persons with a substantial earnings
history, other States require much less previous work. This can result
in extended benefits being paid to an individual who has qualified on
the basis of a minimal period of employment.

When an unemployed worker has voluntarily left his job without
good cause, has been discharged for misconduct, or has refused what
the State agency considers a suitable job offer for him, he becomes in-
eligible for benefits. However, in many States the disqualification is
lifted after a period of time. Other States continue the disqualification
for the duration of unemployment. A recent research study by SRI
International concluded that the average length of unemployment
tends to be lower in States which impose disqualification for the dura-
tion of unemployment.

Generally, a worker qualifies for benefits if he was laid off from
work for reasons other than his own misconduct or his own voluntary
decision to quit and if he remains ready, willing, and able to accept
new employment. For the benefit of both the worker and the labor
market, newly unemployed workers are not required to take any avail-
able job but are permitted to seek a job which matches their previous
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experience, training, and earnings level. After seeking such work un-
successfully for a reasonable period of time, however, individuals may
be required to seek jobs not meeting their full qualifications as a con-
dition of continued benefit eligibility.

Committee amendment.—The committee amendment would estab-
lish certain limitations on the payment of Federal-State extended
benefits to unemployed workers. For the most part, Federal law has
left to the States the discretion of establishing benefit qualification
rules since regular unemployment benefits are entirely financed from
taxes imposed by State legislatures. However, in recent years, very
substantial costs have been incurred to pay extended benefits. Half the
cost of these benefits is born from the Federal unemployment tax which
is paid by all employers including those in States where the extended
benefits program is not in operation. A very significant part of the cost
of the extended benefits program has also been paid from interest-free
loans from the Federal Treasury to a number of States that have not
fully funded the heavy benefit costs of recent years. For these reasons
and because benefits payable for a period in excess of six months have
a somewhat different character from benefits payable during the first,
few weeks after unemployment occurs, the committee recommends an
amendment designed to better target these long-term benefits to indi-
viduals who become involuntarily unemployed after substantial at-
tachment to the work force.

The first part of the committee provision would require that bene-
fits not be paid under the extended benefit program to any individual
who has less than 20 weeks of qualifying employment in the base
period. As an alternative, States may provide extended benefit eligi-
bility on the basis of total base period wages of at least 20 times the
State average weekly wage.

Under another part of this provision, extended benefits would not
be payable to an individual who had been disqualified for refusing em-
ployment or because he quit voluntarily or lost his job by reason of
his own misconduct (even though he may have been reinstated to
regular State benefit status because his State provides for only a lim-
ited period of disqualification).

RATE OF INSURED UNEMPLOYMENT
(Section 7 of the Bill)

In regulations promulgated earlier this year, the Department of
Labor attempted to modify the definition of the insured unemployment
rate as that concept is applied for purposes of the extended benefits
program. Under the former interpretation, insured unemployment was
computed by dividing the number of persons receiving unemployment
benefits (including persons getting extended benefits) by the number
of persons working in jobs covered by the unemployment compensation
program.

The Department concluded that the inclusion of extended benefit
recipients in the computation was illogical since the purpose of deter-
mining this rate is to decide whether unemployment generally has be-
come (or remains) sufficiently severe to trigger the extended benefits
program into operation. Thus, under the old definition, the effects of
the program itself are used to determine whether or not the progam is
warranted. This has no practical impact in determining if a State
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should trigger onto the program since, until the State has triggered on,
it will have no extended beneficiaries to be counted. Once it does trig-
ger on, however, the inclusion of extended beneficiaries will cause a
jump in the rate. Because of that inflation of the rate, a State will not
trigger off the program even though employment conditions improve
to the point that the State would no longer qualify to trigger onto the
program. ) .

In addition to delaying the off trigger at a State level, the inclusion
of extended benefits tends to accelerate the national on trigger and
delay the national off trigger. The regulations of the Department of
Labor to eliminate extended benefits from the computation of the in-
sured unemployment rate were recently abrogated by a Federal court.
The court took the position that a change of this type would require
legislative action. The committee bill modifies the definition in the
manner proposed by the Department’s regulations.

ITI.—RecuraTory ImMpacT OF THE BILL

In compliance with paragraph 11(b) of rule XXVT of the Stand-
ing rules of the Senate the following evaluation is made of the regula-
tory impact which would be incurred in carrying out the bill.

The provisions of this bill modify the Federal-State unemployment
compensation program in a number of respects. Section 1 of the bill
grants relief to States with outstanding loans from the Federal gov-
ernment which would otherwise face increases in the net Federal pay-
roll tax rate on employers in the State. Except for the tax relief, these
provisions will not directly affect nor have any regulatory impact on
individuals or businesses. However, the conditions for obtaining the
relief provided for by the section will involve some regulatory impact
as between the Federal and State governments. Specifically, the Sec-
retary of Labor will be required to make findings concerning the
presence or absence of State action relating to the solvency of its
unemployment compensation program and changes in State unem-
ployment tax effort. It is intended and expected the overall impact
of the section will be economically favorable to individuals and busi-
nesses in the affected States inasmuch as States would otherwise not
opt touse the provision.

Sections 2 and 8, dealing with extended benefit trigger levels,
should reduce the Federal regulatory impact on the States inas-
much as they increase State flexibility by removing an existing-law
mandatory provision and increase the scope of flexibility under an
existing-law optional provision. Ultimately the economic impact of
these provisions is likely to be a reduction in the unemployment tax
burden on employers reflecting a similar reduction in benefits to
individuals. The level of this impact is indicated in the budgetary
Impact section of this report.

Section 4 relates essentially to the method of accounting within
Federal agencies for an existing expenditure item and except for
the impact within those agencies should have no regulatory effects.

Section 5 establishes certain new limits on the payment of extended
unemployment compensation benefits. (Section 7 is simply a defini-
tional change, but it will also affect the payment of extended benefits
since the definition relates to the factor which triggers the extended
benefits program on and off.) As such, the provision can be expected
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to (and are intended to) have an impact on individuals who would
otherwise receive benefits under this program. However, those af-
fected by section 5 would be a relatively small proportion of the total
population of extended benefit recipients. The implementation of
these provisions will involve some regulatory impact on applicants
and on the State agencies that administer the program inasmuch as
these provisions will require somewhat different eligibility rules for
the extended benefit program than those that apply to the regular
program (except to the extent that States choose to implement these
rules in their regular programs). However, the regulatory impact is
not expected to be excessive since States already receive information
concerning non-resident beneficiaries and the prior wage history of
applicants. The provision barring extended benefit payments to per-
sons who have left jobs voluntarily or for misconduct is based on
existing State findings and should therefore involve minimal new
regulatory impact.

The committee believes that none of the provisions of this bill
will have any substantial paperwork impact and that none of them
can be expected to affect the personal privacy of individuals.

IV—Vore oF THE COMMITTBE IN REPORTING THE BILL

In compliance with paragraph 7(c) of rule XXVI of the Stand-
ing Rules of the Senate, the following statement is made relative to the
vote by the committee to report the bill.

The bill was ordered reported by a voice vote.

V.—Bupcerary IMPACT OF THE BILL

In compliance with paragraph 11(a) of Rule XXVTI of the Stand-
ing Rules of the Senate and sections 308 and 408 of the Congressional
Budget Act, the following statements are made relative to the costs and
budgetary impact of the bill. ’

The Committee generally accepts the estimates of the Congressional
Budget Office. It is noted, however, that the estimate concerning the
impact of the optional State trigger could be incorrect if States avail
themselves of this option promptly since the bill also would eliminate
the national trigger. The Committee notes that the bill involves no
revenue loss in fiscal year 1981 and will result in reduced expenditures
in that year and in each following year. Consequently, the provisions
of the bill will partially meet the savings required under the budget
allocations applicable to programs under the jurisdiction of the Com-
mittee under the First Concurrent Resolution on the Budget for fiscal
year 1981,

_ The estimate of the Congressional Budget Office concerning this bill
1s printed below :
U.S. Coneress,
ConcresstoNAL Bupeer OFFICE,

Washington, D.C., September 24, 1980.
Hon. RusseLL B. Lowe,

Chairman, Committee on Finance,
U.8. Senate, Washington, D.C.

Dear Mr. CrATRMAN : Pursuant to Section 408 of the Congressional
Budget Act of 1974, the Congressional Budget Office has prepared the
attached cost estimate for H.R. 4007.
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Should the Committee so desire, we would be pleased to provide
further details on the attached cost estimate.
Sincerely, ,
Rosert D. REISCHAUER
(For Alice M. Rivlin, Director).

ConcressioNaL Bupeer OFrFicE CosT ESTIMATE

September 24, 1980.

1. Bill number: H.R. 4007.

2. Bill title: To amend the Internal Revenue Code of 1954 to pro-
vide that the provisions which increase the federal unemployment
tax in states which have outstanding loans will not apply if the state
makes certain repayments.

3. Bill status: As ordered reported by the Senate Finance Commit-
tee on September 24, 1980.

4. Bill purpgse: Under current law, states with loans outstanding
over a specified time period experience an automatic increase in the
federal unemployment tax of 0.3 percent per year. Beginning at the
start of 1982, this bill would limit the tax increase if certain condi-
tions were met.

In addition, the bill contains several provisions designed to reduce
unemployment insurance payments, particularly in the extended un-
employment insurance program.

5. Cost estimate: .

[By fiscal years, in millions of dollars]

1981 1982 1983 1984 1985
Repayment of State loans reve-
nue and budget authority................. —100 —400 —650 . —900
Elimination of National trigger ’
estimatedoutlays.............. —1,200 —-1,200 —600 .............. A
Optional State trigger estimated . '
outlays...................... ... . 0 0 —15 —30 -—30
Unemployment benefits for Fed- -
eral employees: n .
Required budget authority... -11 —-12 -13 -14 ‘—=15
Estimated outlays............ =11 —12 —13 —-14 —15

Extended benefits not payable

on the basis of less than 20

weeks of employment: Esti-

mated outlays............. e ~200 -—-270 -—203 —50 —-20
Extended benefits not payable to - '

persons who leave jobs volun-.

tarily or for misconduct: Esti-

mated outlays.................. ~50 —-73 —~54 —15 —6
Definition of insured unemploy-
ment rate: Estimated outlays . —200 -1,100 —1,500 —450 —40
Total:
Revenue and budget author- ,
ity........ e -100 —400 —650 —900
Required budget authority. .. -11 -12 -13 —14 —15

Estimated outlays............ -1,661 —2,665 —2,385 —559 -111

1 Assumes elimination of the national trigger.

6. Basis of estimate : These estimates were done on the basis of press
releases. Final legislative language could change the estimates.
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The estimates assume CBO’s July 1980 economic assumptions, The
fiscal year 1981 unemployment rate is assumed at 9 percent.

REPAYMENT OF STATE LOANS

The estimate assumes that the 0.6 percent cap on the increased Fed-
eral tax is in place in 1982-1985. It is anticipated that states will meet
the cap requirements in 1982 based upon the rising unemployment rate
forecast in 1981. In 1982 through 1985, states will meet the loan repay-
ment and other criteria necessary to assure the 0.6 percent cap.

Elimination of national trigger
Estimated outlays:

Fiscal year: Millions
1981 _______ - - —$1, 200
1982 e m e —1, 200
1088 e —600
1984 e 0
1985 e 0

Under current CBO economic assumptions, the unemployment rate
is expected to trigger a national extended benefit program during all
of fiscal years 1981 and 1982. Elimination of this national trigger is
estimated to save $1,200 million in fiscal year 1981.

Optional State trigger
Estimated outlays:

Fiscal year: Milliona
1981 0
1982 0
1983 . —$15
1984 ——— =30
1985 . —30

Under current law, States are required to participate in the extended
benefit program (1) when the national trigger is “on” because the na-
tional insured unemployment rate is 4.5 percent or higher or (2) when
the State insured unemployment rate is both at least 4 percent and 20
percent above the comparable State insured unemployment rate for the
last two years. States which are not required to participate under the
above criterion may participate, if the insured unemployment rate is
at least 5 percent. This bill' would permit States to select a higher
unemployment rate to initiate the extended benefit program. Under
current economic assumptions, a national extended benefit program is
expected in 1981 and 1982. No savings are therefore expected in these

ears.
y Unemployment benefits for Federal employees

Required budget authority :

Fiscal year: Millions
1981 —$11
1982 —12
1983 _ —18
1984 —14
1985 _— o __ —15

Estimated outlays:
Fiscal year:
1981 . - -—11
1982 e —12
1983 - —13
1984 . e _ =14

1985 —15
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Under current law, unemployed former federal employees receive
unemployment insurance payments financed from a general appro-
priation. This provision would require each agency to reimburse claims
for former employees out of the agency appropriation. The provision
is expected to save 5 percent of total benefit payments to former federal
employees in the outyears.

Eaxtended benefits not payable ow the basis of less than 20 weeks of unemployment

Estimated outlays:
Fiscal year: Millions
1981 e —$200
1982 _ —270
1988 _ e —203
1984 I 1]
1985 o __ [ —20

Eighteen states and the District of Columbia do not make extended
benefit payments to persons with less than 20 weeks of employment.
In the remaining states, Department of Labor data shows a saving of
between 5 and 10 percent. This estimate assumes a savings of 714
percent of extended benefit payments in the remaining states. The
estimate assumes that three-fourths of the full year savings will be
realized in fiscal year 1981.

Ezxtended benefits not payadble to persons who leave jobs voluntarily or for

misconduct
Estimated outlays:
Fiscal year: Millions
1981 —$50
1982 —73
1983 _._ —— — — —54
1984 ____ A - - =15
1985 —6

The 1981 estimate was provided by the Department of Labor. The
outyear estimates assume the savings are a constant ratio of total esti-
mated extended benefit payments,

DEFINITION OF INSURED UNEMPLOYMENT RATE

The savings resulting from eliminating extended benefit recipients
from the numerator of the insured unemployment depends critically
on whether or not a national extended benefit program is in place.
The estimates shown assume that the national trigger has been elimi-
nated. If this were not the case, no savings would exist in fiscal years
1982 or 1983.

7. Estimate comparison : None.

8. Previous CBO estimate: CBO provided a cost estimate of H.R.
4007 as ordered reported by the House Committee on Ways and Means
on June 4, 1979. The House bill was very different from this bill.
Many of the provisions designed to reduce unemployment benefit pay-
ments were contained in S. 2885. CB(O provided a cost estimate on
S. 2885 on September 9, 1980.
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9. Estimate prepared by : Charles Seagrave (225-7766).
10. Estimate approved by :
James L. Brum,
Assistant Director for Budget Analysis.

VI. Caanees 1IN ExisTiNg Law

In compliance with paragraph 12 of rule XXVT of the Standing
Rules of the Senate, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic type, existing
law in which no change is proposed is printed in roman type) :

Secrion 3302 orF THE InTERNAL ReEvenNue Cobe orF 1954

Subtitle C—Employment Taxes

* * * * * * *
CHAPTER 23— FEDERAL UNEMPLOYMENT TAX ACT
* * * % * * *

SEC. 3302. CREDITS AGAINST TAX
(a) ContrIBUTIONS TO STATE UNEMPLOYMENT FUNDS.—

(1) The taxpayer may, to the extent provided in this subsection
and subsection (c), credit against the tax imposed by section 3301
the amount of contributions paid by him into an unemployment
fund maintained during the taxable year under the unemployment
compensation law of a State which 1s certified as provided 1n sec-
tion 3304 for the 12-month period ending on October 31 of such

ear.

(2) The credit shall be permitted against the tax for the tax-
able year only for the amount of contributions paid with respect
to such taxable year.

(8) The credit against the tax for any taxable year shall be
permitted only for contributions paid on or before the last day
upon which the taxpayer is required under section 6071 to file a
return for such year; except that credit shall be permitted for
contributions paid after such last day, but such credit shall not
exceed 90 percent of the amount which would have been allowable
as credit on account of such contributions had they been paid on
or before such last day.

(4) Upon the payment of contributions into the unemployment
fund of a State which are required under the unemployment com-
pensation law of that State with respect to remuneration on the
basis of which, prior to such payment into the proper fund, the
taxpayer erroneously paid an amount as contributions under an-
other unemployment compensation law, the payment into the
proper fund shall, for purposes of credit against the tax, be
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deemed to have been made at the time of the erroneous payment.
If, by reason of such other law, the taxpayer was entitled to cease
paying contributions with respect to services subject to such other
law, the payment into the proper fund shall, for purposes of credit
against the tax, be deemed to have been made on the date the
return for the taxable year was filed under section 6071.

(b) Apprrronar Crebrr.—In addition to the credit allowed under
subsection (a), a taxpayer may credit against the tax imposed by
section 3301 for any taxable year an amount, with respect to the un-
employment compensation law of each State certified as provided in
section 8303 for the 12-month period ending on October 31, of such
year, or with respect to any provisions thereof so certified, equal to the
amount, if any, by which the contributions required to be paid by him
with respect to the taxable year were less than the contributions such
taxpayer would have been required to pay if throughout the taxable
year he had been subject under such State law to the highest rate ap-
plied thereunder in such 12-month period to any person having indi-
viduals in his employ. or to a rate of 2.7 percent, whichever rate is
lower.

(¢) Limrr ox TorarL CREDITS.—

(1) The total credits allowed to a taxpayer under this section
shall not exceed 90 percent of the tax against which such credits
are allowable.

(2) If an advance or advances have been made to the unem-
ployment account of a State under title XII of the Social Secu-
rity Act, then the total credits (after applying subsections (a)
and (b) and paragraph (1) of this subsection) otherwise allow-
able under this section for the taxable year in the case of a tax-
payer subject to the unemployment compensation law of such
State shall be reduced—

(A) (i) in the case of a taxable year beginning with the
second consecutive January 1 as of the beginning of which
there is a balance of such advances, by 10 percent of the
tax 1mposed by section 3301 with respect to the wages paid
by such taxpayer during such taxable year which are attrib-
utable to such State; and

((ii) in the case of any succeeding taxable year beginning
with a consecutive January 1 as of the beginning of which
there is a balance of such advances, by an additional 10 per-
cent, for each such succeeding taxable year, of the tax im-
posed by section 8301 with respect to the wages paid by such
taxpayer during such taxable year which are attributable to
such State;

(B) in the case of a taxable year beginning with the third
or fourth consecutive January 1 as of the beginning of which
there is a balance of such advances, by the amount determined
by multiplying the wages paid by such taxpayer during such
taxable year which are attributable to such State by the per-
centage (if any) by which—

(i) 2.7 percent, exceeds
(i1) the average employer contribution rate for such

St(aite for the calendar year preceding such taxable year;
an
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(C) in the case of a taxable year beginning with the fifth
or any succeeding consecutive January 1 as of the beginning
of which there is a balance of such advances, by the amount
determined by multiplying the wages paid by such taxpayer
during such taxable year which are attributable to such State
by the percentage (if any) by which—

(1) the 5-year benefit cost rate applicable to such Gtate

for such taxable year or (if higher) 2.7 percent, exceeds

(ii) the average employer contribution rate for such

State for the calendar year preceding such taxable year.

The provisions of the preceding sentence shall not be applicable

with respect to the taxable year beginning January 1, 1975, or any

succeeding taxable year which begins before January 1, 1980; and,

for purposes of such sentence, January 1, 1980, shall be deemed to

be the first January 1 occurring after January 1, 1974, and con-

secutive taxable years in the period commencing January 1, 1980,

shall be determined as if the taxable year which begins on Janu-

ary 1, 1980, were the taxable year immediately succeeding the tax-
able year which began on January 1, 1974.

(3) If the Secretary of Labor determines that a State, or State
agency, has not—

(A) entered into the agreement described in section 239 of
the Trade Act of 1974, with the Secretary of Labor before
July 15,1975, or

(B) fulfilled its commitments under an agreement with the
Secretary of Labor as described in section 239 of the Trade
Act of 1974, .

then, in the case of a taxpayer subject to the unemployment com-
pensation law of such State, the total credits (after applying sub-
sections (2) and (b) and paragraphs (1) and (2) of this section)
otherwise allowable under this section for a year during which
such State or agency does not enter into or fulfill such an agree-
ment shall be reduced by 15 percent of the tax imposed with respect
to wages paid by such taxpayer during such year which are attrib-
utable to such State.

(d) DerFintTIONS AND SPECIAL RULES RELATING TO SUBSECTION (C).—

(1) RATE OF TAX DEEMED TO BE 3 PERCENT.—In applying subsec-
tion (c); the tax imposed by section 3301 shall be computed at
the rate of 3 percent in lieu of the rate provided by such section.

(2) WAGES ATTRIBUTABLE TO A PARTICULAR STATE.—F or purposes
of subsection (c¢), wages shall be attributable to a particular State
if they are subject to the unemployment compensation law of the
State, or (if not subject to the unemployment compensation law
of any State) if they are determined (under rules or regulations
prescribed by the Secretary) to be attributable to such State.

(3) ADDITIONAL TAXES INAPPLICABLE WHERE ADVANCES ARE RE-
PAID BEFORE NOVEMBER 10 OF TAXABLE YEAR—Paragraph (2) of
subsection (c) shall not apply with respect to any State for the
taxable year if (as of the beginning of November 10 of such year)
there is no balance of advances referred to in such paragraph.

(4) AVERAGE EMPLOYER CONTRIBUTION RATE.—For purposes of
subparagraphs (B) and (C) of subsection (c)(2), the average
employer contribution rate for any State for any calendar year
is that percentage obtained by dividing—



24

(A) the total of the contributions paid into the State unem-
ployment fund with respect to such calendar year, by
(B) the total of the remuneration subject to contributions
under the State unemployment compensation law with re-
spect to such calendar year. , '
For purposes of subparagraph (C) of subsection (c)(2), if the
saverage employer contribution rate for any State for any cal-
endar year (determined without regard to this sentence) equals
or exceeds 2.7 percent, such rate shall be determined by increas-
ing the amount taken into account under subparagraph (A) of
the preceding sentence by the aggregate amount of employee pay-
ments (if any) into the unemployment fund of such State with
respect to such calendar year which are to be used solely in the
payment of unemployment compensation.

(5) 5-YEAR BENEFIT cOST RATE.—For purposes of subparagraph
(C) of subsection (c¢)(2), the 5-year benefit cost rate applicable
<ti10 any State for any taxable year is that percentage obtained by

ividing--

A) one-fifth of the total of the compensation paid under
the State unemployment compensation law during the 5-year
period ending at the close of the second calendar year pre-
ceding such taxable year, by

( B§ the total of the remuneration subject to contributions
under the State unemployment compensation law with re-
spect to the first calendar year preceding such taxable year.

(6) Rounpine.—If any percentage referred to in either sub-
paragraph (B) or (C) of subsection (¢)(2) is'not a multiple of
.1 percent, it shall be rounded to the nearest multiple of .1 percent.

(7) DETERMINATION AND CERTIFICATION OF PERCENTAGES.—The
percentage referred to in subsection (c¢) (2) (B) or (C) for any
taxable year for any State having a balance referred to therein
shall be determined by the Secretary of Labor, and shall be certi-
fied by him to the Secretary of the Treasury before June 1 of
such year, on the basis of a report furnished by such State to the
Secretary of Labor before May 1 of such year. Any such State
report shall be made as of the close of March 31 of the taxable
year, and shall be made on such forms, and shall contain such
information, as the Secretary of Labor deems necessary to the
performance of his duties under this section.

(e) Successor EMpLOYER.—Subject to the limits provided by sub-
section (c), if— .

(1) an employer acquires during any calendar year substan-
tially all the property used in the trade or business of another
person, or used in a separate unit of a trade or business of such
other person, and immediately after the acquisition employs 1n
his trade or business one or more individuals -who immediately
prior to the acquisition were employed in the trade or business
of such other person, and

(2) such other person is not an employer for the calendar year
in which the acquisition takes place,

then, for the calendar year in which the acquisition takes place, in
addition to the credits allowed under subsections (a) and (b), such
employer may credit against the tax imposed by section 3301 for such
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year an amount equal to the credits which (without regard to sub-
section (c)) would have been allowable to such other person under
subsections (a) and (b) and this subsection for such year, if such other
person had been an employer, with respect to remuneratien subject to
contributions under the unemployment compensation law of a State
paid by such other person to the individual or individuals described
in paragraph (1).
* * * * * * *

(f) Credit Reduction Not To Apply When State Makes Certain
Repayments.—

(2) In general—In the case of any State which meets the re-
quirements of paragraph (2) with respect to any tavable year,
subsection (c) (2) shall not apply to such taxable year, except that
such taxable year (and January 1 of such taxable yewr) shall be
taken into account for purposes of applying subsection (c) (2) to
succeeding taxable years.

(2) Requirements—The requirements of this paragraph are
met by any State with respect to any taxable year if the Secretary
af Labor determines that the repayments during the 1-year pe-
riod ending on November 9 of such taxable year made by such
State of advances under title XII of the Social Security Act are
not less than the sum of—

(4) the potential additional taxes for such taxable year,

a .

(B) any advances made to such State during such 1-year
period under such title X11.

(3) Definitions—F or purposes of paragraph (2)

(4) Potential additional taxes—The term “potential ad-
ditional taxes” means, with respect to any State for any tax-
able year, the aggregate amount of the additional tax which
would be payable under this chapter (subject to the cap pro-
visions of subsection (g)) for such taxable year by all tax-
payers subject to the unemployment compensation law of such
State for such taxable year of paragraph (2) of subsection
(¢) had applied to such taxable year and any preceding tax-
able year without regard to this subsection.

(B) Treatment of certain reductions—Any reduction in
the State’s balance under section 901(d) (1) of the Social
gecurity Act shall not be treated as a repayment made by such

tate. ’

(4) Reports—The Secretary of Labor may, by regqulations,
require a State to furnish such information at such time and in
such manner as may be necessary for purposes of paragraph (2).

(g) Cap on Credit Reduction.—

(1) In general.—In the case of any State which meets the re-
quirements of paragraph (2) with respect to any taxable year, the
reduction in credits otherunse applicable to taxpayers subject to
the unemployment compensation law of such State under sub-
section (¢) (2) shall not exceed the greater of—

(4) 20 percent of the tax imposed under section 3301 with
respect to the wages paid by such taxpayer during such. taxa-
ble year which are attributable to such State; or
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(B) the percentage reduction of such credits which was in
effect with respect to such State under subsection (c) (2) for
the preceding taxable year. ‘

(2) Solvency requirements.—The requirements of this para-
graph are met by any State with respect to any taxable year if the
Secretary of Labor determines on November 10 of such taxable
year that—

(A) the outstanding balance for such State of advances
under title XII of the Social Security Act on the preceding
September 30 was not greater than the outstanding balance
for such State of such advances on the second preceding
September 30; '

(B) no State action was taken during the 18-month period
endng on the preceding September 30 (excluding any action
required under State law as in effect prior to the date of the
enactment of this subsection) which has resulted or will result
in a reduction in such State’s unemployment tax effort (as
defined by the Secrctary of Labor in regulations); and

(0) no State action was taken during the 12-month period
ending on the preceding September 30 (excluding any action
required under State law as in effect prior to the date of the
enactment of this subsection) whach has resulted or will result
in a net decrease in the solvency of the State unemployment
compensation system (as defined by the Secretary of Labor
n regulations).

(8) Secretarial authority to alter determination.—Amny deter-
mination by the Secretary of Labor under subparagraph (B).
(0), or (D) of paragraph (2) may be altered or reversed by the
Secretary of Labor if he determines that such action is warranted
on the basis of the failure by such State to make available timely
information with respect to State actions.

(4) Credit reduction for subsequent years—In making deter-
minations under subsection (c)(2) with respect to taxable years
for which a State is not subject to the cap under this subsection,
any taxable year, and January 1 of such taxable year, for which
a State was subject to such cap shall not be taken into account in
determining consecutive taxable years (or January 1 thereof).

(6) Definitions and special rules.—The definitions and special
rules set forth in subsection (d) shall apply to this subsection in
the same manner as they apply to subsection (c).

() Waiver of New Borrowing Provisions in Periods of Recession.—

(1) Repayments in liew of credit reduction.—N otwithstand-
ing subsection (f)(2)(B), advances made to a State during a 1-
year period under title XII of the Social Security Act shall not
be counted in determining eligibility for the State payment in liew
of credit reduction under subsection (f)(2) if such State, during
the Federal fiscal uear ending on the September 30 falling within
such 1-year period, meets the requirements of paragraph (3) of
this subsection.

(2) Cap on credit reduction—The requirement of subsection
() (2)(A) shall not be applicable to a State for a taxable year
if such State, during the Federal fiscal vear ending on the preced-
ing September 30 referred to in such subsection, meets the require-
ments of paragraph (3) of this subsection.
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(8) Requirements.—The requirements of this paragraph are
met by a State during any Federal fiscal year if, during any period
of 26 consecutive weeks within such fiscal year, the rate of insured
unemployment for such State (as defined in section 203(f) of
the Federal-State Extended Unemployment Compensation Act of
1970) is—

(4) equal to or greater than 120 percent of such State’s
average of such rates for the corresponding 26-week period
ending in each of the 2 preceding fiscal years (but not less
than 4.8 percent) ; or

(g} equal to or greater tham 7 percent (seasonally ad-
justed). .

(4) Repayment requirements.—

(4) Any State which avails itself of a waiver allowed by
paragraph (1) must, within 24 months after the beginning
of any subsequent Federal fiscal year during which such
State did not meet the requirements of paragraph (3), repay
80 much of its outstanding balance of advances under title
XII of the Social Security Act as exceeds its balance of such
advances as of November 9 of the taxable year preceding the
first tawable year in the most recent period of consecutive
taxable years with respect to which such State availed itself
of such waiver.

(B) Any State which avails itself of a waiver allowed by
paragraph (2) must, within 2} months after the beginning of
any subsequent Federal fiscal year during which such State
did not meet the requirements of paragraph (3), repay so
much of its outstanding balance of advances under title XI11
of the Social Security Act as exceeds its balance of such ad-
vances as of the September 30 second preceding the Novem-
ber 10 of the first taxable year in the most recent period of
consecutive taxable years with respect to which such State:
availed itself of such waiver.

(€) Any State which fails to meet the requirements of sub-
paragraph (A) or (B) shall cease to be eligible under sub-
sections (f) and (g) for taxable years beginning with the
taxable year in which such 2}-month period ends, and shall
remain ineligible under such subsections until the taxable
year which begins in the Federal fiscal year in which the re-
payments required under this paragraph have been made.

* ® * * * * *
SOCIAL SECURITY ACT
* * * * * * *

TITLE IX—MISCELLANEOUS PROVISIONS RELATING TO
EMPLOYMENT SECURITY

* * * * * ] *

Federal Employees Compensation Account

Sec. 909. There is hereby established in the Unemployment Trust
Fund a Federal Employees Compensation Account which shall be used
for the purposes specified in section 8509 of title 5, United States Code.

* - - - * » »
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EXCERPTS FROM

TITLE 5 U.S.C.—GOVERNMENT ORGANIZATION
AND EMPLOYEES

* * * * #* * *
CHAPTER 85.—UNEMPLOYMENT COMPENSATION
SUBCHAPTER I—EMPLOYEES GENERALLY

* * * * * * *
§ 8509. FEDERAL EMPLOYEES COMPENSATION ACCOUNT.

(@) The Federal Employees Compensation Account (as established
by section 909 of the Social Security Act, and hcreafter in this section
referred to as the “Account”) in the Unemployment Trust Fund (as
established by section 904 of such Act) shall consist of—

(1) funds appropriated to or transferred thereto, and
(2) amounts deposited therein pursuant to subsection (¢).

(b) Moneys in the Account shall be available only for the purpose of
making payments to States pursuant to agreements entered into under
this chapter and making payments of compensation under this chapter
in States which do not have in effect such an agreement.

(¢) (1) Each employing agency shall deposit into the Account
amounts equal to the expenditures incurred under this chapter on ac-
count of Federal service performed by employees and former employ-
ees of that agency.

(2) Deposits required by paragraph (1) shall be made during each
calendar quarter and the amount of the deposit to be made by any
employing agency during any quarter shall be based on a determina-
tion by the Secretary of Labor as to the amounts of payments, made
prior to such quarter from. the account based on Federal service per-
formed by employees of such agency after September 30, 1980, with
respect to which deposit has not previously been made. The amount to
be deposited by any employing agency during any calendar guarter
shall be adjusted to take accoumt of any overpayment or underpay-
ment of deposit during any previous quarter for which adjustment
has not already been made.

(@) The Secretary of Labor shall certify to the Secretary of the
Treasury the amount of the deposit which each employing agency is
required to make to the Account during any calendar quarter, and
the Secretary of the Treasury shall notify the Secretary of Labor as
to the date and amount of any deposit made to such Account by any
such agency.

(e) Prior to the beginning of each fiscal year (commencing with
the fiscal year which begins October 1, 1980) the Secretary of Labor
shall estimate—

(1) the amount of expenditures which will be made from the
Account during such year, and
(2) the amount of funds which will be available during such
year for the making of such expenditures,
and if, on the basis of such estimate, he determines that the amount
described in clause (2) is in excess of the amount necessary—
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A) to meet the expenditures described in paragraph (1), and
B) to provide a reasonable contingency fund so as to assure
that there will, during all times in such year, be sufficient sums
available in the Account to meet the expenditures described in
paragraph (1),
he shall certify the amount of such excess to the Secretary of the
Treasury and the Secretary of the Treasury shall transfer, from the
Account to the general fund of the Treasury, an amount equal to such
excess.

(f) The Secretary of Labor is authorized to establish such rules
and regqulations as may be necessary or appropriate to carry out the
provisions of this section.

(9) Any funds appropriated after the establishment of the Ac-
count, for the making of paymenis for which expenditures are au-
thorized to be made from monevs in the Account, shall be made to
the Account; and there are hereby authorized to be appropriated to
the Account, from time to time, such sums as may be necessary to
assure that there will, at all times, be sufficient sums awailable in the
Account to meet the exrpenditures authorized to be made from moneys
therein.

* * * * * * *

Federal-State Extended Unemployment Compensation Act, As

Amended
Excerpt From Public Law 91-373, August 10, 1970
* * sk * * * *

Title II-—Federal-State Extended Unemployment
Compensation Program

Short Title

Sec. 201. This title may be cited as the “Federal-State Extended
Unemployment Compensation Act of 1970”.

Payment of Extended Compensation

State Law Requirements

See. 202. (a) (1) For purposes of section 3304 (a) (11) of the Internal
Revenue Code of 1954, a State law shall provide that payment of ex-
tended compensation shall be made, for any week of unemployment
which begins in the individual’s 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 compensation
law or to compensation under any other Federal law and are not receiv-
ing compensation with respect to such week under the unemployment
compensation law of Canada. For purposes of the preceding sentence,
an individual shall have exhausted his rights to regular compensation
under a State law (A) when no payments of regular compensation can
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be made under such law because such individual has received all regu-
lar compensation available to him based on employment or wages dur-
ing his base period, or (B) when his rights to such compensation have
terminated by reason of the expiration of the benefit year with respect
to which such rights existed.

(2) Except where inconsistent with the provisions of this title, the
terms and conditions of the State law which apply to claims for regular
compensation and to the payment thereof shall apply to claims for ex-
tended compensation and to the payment thereof.

(3) Notwithstanding the provisions of paragraph (2), payment of
cxtended coinpensation under this Act shall not be made to any in-
dividual for any week of unemployment in his eligibility period un-
less such individual meets one of the following requirements (as se-
lected by the State)—

(4) such individual had at least 20 weeks of covered employ-
ment during his base period, or
(B) such individual had earnings in covered employment dur-
ing his base period equal to or greater than the average weekly
wage for covered employment in such State (based upon the most
recent data available to the State).
A State may select which of such requirements shall apply to individ-
uals in such State, or the State may provide that individuals may
meet the provisions of this paragraph by meeting either of such re-
quirements.

(4) Notwithstanding the provisions of paragraph (2), payment of
extended compensation under this Act shall not be made to any in-
dividual for any week of unemployment in his eligibility period if
such individual is unemployed because he voluntarily left employ-
ment. was discharged for misconduct, or refused suitable employ-
ment as determined under State law.

Individuals’ Compensation Accounts

(b) (1) The State law shall provide that the State will establish,
for each eligible individual who files an application therefor, an ex-
tended compensation account with respect to such individual’s benefit
year. The amount established in such account shall be not less than
whichever of the following is the least :

_(A) 50 per centum of the total amount of regular compensation
(including dependents’ allowances) payable to him during such
benefit year under such law.

(B) thirteen times his average weekly benefit amount, or
(C) thirty-nine times his average weekly benefit amount, re-
duced by the regular compensation paid (or deemed paid) to him
during such benefit year under such law ;
except that the amount so determined shall (if the State law so pro-
vides) be reduced by the aggregate amount of additional compensation
paid (or deemed paid) to him under such law for prior weeks of unem-
ployment in such benefit year which did not begin in an extended
benefit period.

(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 law payable to such individ-
ual for such week for total unemplovment. )
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Extended Benefit Period
Beginning and Ending

Sec. 203. (a) For purposes of this title, in the case of any State,
an extended benefit period—
[(1) shall begin with the third week after 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 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”
indicatorl.l;!
(1) shall begin with the third week after the 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 a State “off” indicator.

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, and

(B) no extended benefit period may begin by reason of a State
“on” indicator before the fourteenth week after the close of a
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.

Eligibility Period

(c) For purposes of this title, an individual’s eligibility period under
the State law shall consist of the weeks in his benefit year which begin
in an extended benefit period and, if his benefit year ends within such
extended benefit period, any weeks thereafter which begin in such
extended benefit period.

[National “On” and “Off” Indicators

[(d) For purposes of this section—

L (1) There is a national “on” indicator for a week if, for the
period consisting of such week and the immediately preceding
twelve weeks, the rate of insured unemployment (seasonally ad-
justed) for all States equaled or exceeded 4.5 per centum (deter-
mined by reference to the average monthly covered employment
for the first four of the most recent six calendar quarters ending
before the close of such period).

[(2) There is a national “off” indicator for a week if, for the
period consisting of such week and the immediately preceding
twelve weeks, the rate of insured unemployment (seasonally ad-
justed) for all States was less than 4.5 per centum (determined
by reference to the average monthly covered employment for the
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first four of the most recent six calendar quarters ending before
the close of such period).]

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 consist-
ing of such week and the immediately preceding twelve weeks—

(A) cqualed 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 4 per centum.

(2) There 1s 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 para-
graph (1) is not satisfied.

Effective with respect to compensation for weeks of unemployment
beginning after March 30, 1977 (or, if later, the date established
pursuant to State law) the State may by law provide that the deter-
mination of whether there has been a State “on” or “off” indicator
beginning or ending any extended benefit period shall be made under
this subsection as if (i) paragraph (1) did not contain subparagraph
(A.) thereof, and (ii) the figure “4” contained in subparagraph (B)
thereof were “5” (or such number, or perceniage of a number, which
exceeds 5, as is specified by the State law) ; except that, notwithstand-
ing any such provision of State law, any week for which there would
otherwise be a State “on” indicator shall continue to be such a week
and shall not be determined to be a week for which there is a State
“off” indicator. For purposes of this subsection, the rate of insured
unemployment for any thirteen-week period shall be determined by
reference to the average monthly covered employment under the State
law for the first four of the most recent six calendar quarters ending
before the close of such period.

Rate of Insured Unemployment; Covered Employment

(f) (1) For purposes of subsection[s (d) and] (e), the term “rate of
insured unemployvment” means the percentage arrived at by dividing—
(A) the average weekly number of individuals filing claims,
other than claims filed for benefits under this Act, for weeks of
unemployment with respect to the specified period, as determined
on the basis nf the reports made by [all State agencies (or, in the
case of subsection (e), by] the State agency) to the Secretary, by
( le the average monthly covered employment for the specified
period.
L[(2) Determinations under subsection (d) shall be made by the
Secretary in accordance with regulations prescribed bv him.]
L(3)] (2) Determinations under subsection (e) shall be made by the
gt‘ate agency in accordance with regulations prescribed by the
Secretary.
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Payments to States

Amount Payable

Sec. 204. (a) (1) There shall be paid to each State an amount equal
to one-half of the sum of—

(A) the sharable extended compensation, and
(B) the sharable regular compensation,
paid to individuals under the State law.

(2) No payment shall be made to any State under this subsection
in respect to compensation for which the State is entitled to reimburse-
ment under the provisions of any Federal law other than this Act.

[(3) In the case of compensation which is sharable extended com-
pensation or shareable regular compensation by reason of the provision
contained in the last sentence of section 203(d), the first paragraph
of this subsection shall be applied as if the words “one-half of” read
“100 per centum of” but only with respect to compensation that would
not have been payable if the State law’s provisions as to the State
“on” and “off” indicators omitted the 120 percent factor as provided
for by Public Law 93-368 and by section 106 of this Act.}

[(4)] (3) The amount which, but for this paragraph, would be pay-
able under this subsection to any State in respect of any compensation
paid to an individual whose base period wages include wages for serv-
1ces to which section 3306 (c) (7) of the Internal Revenue Code of 1954
applies shall be reduced by an amount which bears the same ratio to
the amount which, but for this paragraph, would be payable under
this subsection to such State in respect of such compensation as the
amount of the base period wages attributable to such services bears to
the total amount of the base period wages.

Sharable Extended Compensation

(b) For purposes of subsection (a) (1) (A), extended compensation
paid to an individual for weeks of unemployment in such individual’s
eligibility period is sharable extended compensation to the extent that
the aggregate extended compensation paid to such individual with
respect to any benefit year does not exceed the smallest of the amounts
referred to in subparagraphs (A), (B),and (C) of section 202(b) (1).

Sharable Regular Compensation

(c) For purposes of subsection (a)(1)(B), regular compensation
paid to an individual for a week of unemployment is sharable regular
compensation—

(1) if such week is in such individual’s eligibility period (deter-
mined under section 203(c) ), and

(2) to the extent that the sum of such compensation, plus the
regular compensation paid (or deemed paid) to him with respect
to prior weeks of unemployment in the benefit year, exceeds
twenty-six times (and does not exceed thirty-nine times) the
average weekly benefit amount (including allowances for depend-
ents) for weeks of total unemployment payable to such individual
under the State law in such benefit year.
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Payment on Calendar Month Basis

(d) There shall be paid to each State either in advance or by way
of reimbursement, as may be determined by the Secretary, such sum
as 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 calendar month were greater or less than the amounts
which should have been paid to the State. Such estimates may be
made upon the basis of such statistical, sampling, or other method as
may be agreed upon by the Secretary and the State agency.

Certification

(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.

O



