Calendar No.1420

90ti1 CONGRESS SENATE { REPORT
2d Session No. 1440

EXTENSION OF PERIOD DURING WHICH CERTAIN EM-
PLOYMENT SECURITY ADMINISTRATION ACCOUNT
FUNDS MAY BE USED FOR CERTAIN STATE EXPENSES

Jury 18, 1968.—Ordered to he printed

Mr. Lonc of Louisiana, from the Committee on Finance,
submitted the following

REPORT

" [To accompany H.R. 272]

The Committee on Finance, to which was referred the bill (H.R.
272) to extend the period during which amounts transferred from the
employment security administration account in the unemployment
trust fund to State accounts may be used by the States for payment of
expenses of administration, having considered the same, reports
favorably thereon without amendment and recommends that the bill

do pass.
Purrose

The purpose of H.R. 272 is to extend for an additional 5 years the
period during which States may obligate, for administrative purposes,
certain funds transferred from excess Federal unemployment tax

collections.
GENERAL STATEMENT

Prior to 1954, one-tenth of the 3-percent Federal unemployment tax,
or 0.3 percent’ (called the net Federal tax), was intended to pay the
cost. of Federal and State administration of the unemployment insur-
ance and employment service programs. However, the net Federal tax
was not earmarked for this purpose and, since the revenues had been
exceeding administrative costs by about $65 million annually, the
excess merely served to increase the general funds of the Treasury,

The Employment Security Administrative Financing Act, signed
into law August 5, 1954, earmarked revenues from the net Fegeral
‘tax for the employment security system, with this order of priority
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for their use: (1) funds woiild first be used for current Federal and State
administrative expenses; (2) additional funds, if any, would be placed
in a special loan account (until the account reached $200 million) from
which States ¢ould get advances when the cost of benefits became par-
ticularly heavy; (3) any remaining funds would be credited to State
accounts in the unemployment trust find either for benefits or (with
the specific approval of the State legislature) for additional adminis-
trative purposes, If a State wished to use the excess funds for ad-
ministrative purposes, Federal law required them to use the funds
within 5 years of their transfer.

During the next few years, revenues continued to exceed admin-
istrative expenses as in the years preceding the 19564 act. In those
yeurs, no State needed to use the loan fund, which quickly reached the
$200 million limitation. In 1956, 1957, and 1958, a total of $138 million
was credited to State unemployment trust fund accounts. (See table 1
for amounts credited for each gtate.)

But in 1959, three States received advances from the loan fund,
Since the excess of revenues over receipts had to be used to replenish
the loan fund, no additional funds were transferred to the State
accounts, A

Amendments in 1960 substantially raised the limitation on the size
of the loan fund. Once the limitation was reached, excess funds were
to be earmarked for a new Employment Security Administration ac-
count. Only when this new account reached its $250 million statutory
limitation would excess.funds be available for transfer to the State
unemploynient trust fund accounts. ;

Since 1960, excess revenues have not been sufficient to fully fund
the loan fund; no funds have been placed in the Employment Security
Administration account. Thus the $138 million transferred in 1956-58
represeits the only funds transferred thus far to State accounts,

These transferred funds have been used by the States primarily to
buy the necessary land and construct huildings for use in the employ-
ment security program. Thirty-six States have obligated funds trans-
ferred to their State accounts, 35 of them for land and buildings (other
States are listed in table 2). Since the funds spent for building con-
truction can be repaid over time from the annual administrative grants
for rent; the funds may gradually be replenished for further use—but
only within the period limited by law. | ‘

In 1963, when the initial 5-year period for the use of these funds
was due to expire, the period was extended for an additional 5 years.
This bill would extend the period an additional 5 years, permitting use
of the transferred funds for administrative purposes up to 16 years

after their transfer. oo . .
The administration has indicated that it supports the bill.
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TABLE 1.—AMOUNTS CREDITED TO STATE UNEMPLOYMENT TRUST FUND ACCOUNTS AS TAX EXCESSES

July 1, 1956 July 1, 1957 July 1, 1958 Total
| (17 Y $33,376,030.98 $71,195,220,32 $33,453, 482,08 $138,024, 73%,‘38
AlabaMa. - ee i iaaaanas 363,917;03. 845, 564. 36 401, 051, 58 1,610, 532
Alaska....__.. oIl 334478 97,760, 160,23 186, 765,
Atitons. oL 151, 030160 335, 7437120 1710303 657,805
Arkansas...... e eeaeecaeeecieeeaaennnaean 176,351;63 - 371;989,91" 173,730,698 722’,' 072/23:
Califormla. o ee e i ieiiaeaeae 3,206,479.17  6,860,286,95  3,284,316,32 13,351, 082744 -
d 10 : 5 . 262,318, 81" 1, 030,'156,’;03 B
ne 942,6 2,708,467
510, 000,
6, 890 746, 053, 49
119 2,362,938, 65
2,172,228,76
714,56 333,609, 69
237 360, 888, 89
9,821,692, 84
o e liein
266.9 ,1:2051»134,31‘
769 0, 825, 7 1,499,885,83‘
35, i e 049 97,
1 & 1 2,280, ‘2’353;73?’
598,14 5, oss,ﬂg.%
Michigar , 018 707 1isio
MINNeSOMA . e i ieeieiceireaiaraaananaan 1, 149, 546, 538, 699, 47 2,212,223, 87
msslsslrpl.. . 358, 283.j 171,758.95 683,903, 24
Missourd_ . _. 1,656,772/ 775,403, 4 3,201, 112.;?1'
Montana. .. 210,684, , 696, 404, 27410
Nebraska. .. . 355, 356, 02 163, 06233 680, 693,63
‘Nevada..oeoooin....] b eeenre e aaeaaan 1-- 75, 686,76 144,531, 48 69,767, 49° , 985573
New Hampshire.._..._ ... L. 118,140,.80 . 240,974.69 112, 237.'82 471,552,81
New Jersey ..o 1,380,440.15  2,860,839,58 1,337,607, 5,518, 886, 7
New Mexkeo. .. ... 109, 565, 237,532.61° 20,006, 5 467,104, 97.
New York. ..oovoeeneeeiia e -- 44 8,933,008.68 4,263,234, 17,430, 422,62
Horth Carolina. 1,332,344.72 - 617,333.45 2, 545, 480,
North Dakota. . 104,901,02 51,0584 199, 695,36
Ohi0.ees e 4,794,870,34 2,208,984, iz 9,344,523, 91"
Oklahoma. ... i 291,2 643, 050, 83 296,767, 1,231,053, 04
OFOROM . o e eeeaneaneeenrmarmaeamenenn 3;1. 589, 771,219, 51 342,904, 00 1, ;35. 71345
Pennsylvania. . ........cooiieiiiiiaiiiiiaaan 2,675,381,81  5489,496,77  2,543,761.15  10,708,639.73
Rhode fsfand. ... ... .oiviiiiiaiiiiiaaas 193,763, 19 446, 436, 89 201,454, 35 841,654743
South Carolina. ... ...ovivnieneiinaaaa. . 285, 873,33 601,349, 74 291, 845, 83 1,179, 068, 90
South Dakota.......... et eveeanaan 47,633.9 109,748,227 51, 204, 208, 586, 27
Tennessee. 466,434,871  1,031,220,54 479, 538,3 1,977,194, 06
Texas.... 1,295,317.76  2,945,240.12 1,412,652, 33 5,653,210, 21
Utah.... 132,358, 82 280, 701, 42 134,347.77 547, 408, 01
VMOt . oeeneeee e ceveeeeeaaaeracnaaans 54, - 124,104, 56, 952,67 235, 657, 42
o P A77,481.60 1,073,517, 81 515,956.2] 2,066, 955. 68
Washinglon. ......oovemoiiiieeriaeennnns 545, 0 1,110,595, 11 53], 694, 55 2,187,491.76
West Virglnla. ... ... ..o i, 300,254.71 668,583, 8 321, 000. 85 1,289, 839,43
BSOS . e senen e eceiceenan 722,623.22  1,529,533.68 704,670, 84 2,956,822.74
WYOMING e e ieeeeinerciiecaecanaecananas §1,307.67 106, 130,78 49, 507. 02 206, 945, 40

Source: Department of Labor, Bureau of Employment Security,

TABLE 2.—STATES WHICH HAVE NOT USED TAX EXCESS FUNDS FOR BUILDWGS AS OF JUNE 30, 1968

Colorado Nevada . Rhode Island
Dalaware New Hampshire South Dakotls
"District of Columbia t North Carofina West Virginia
lllirols - North Dakota Wyoming
Karfucky Oklahoma

-Michigan Pehnsylvanja

1 The District of Columbla has spent funds for purposes other than construction,
Cranges IN ExisTing Law

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman):
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SECTION 903(c)(2) OF THE SOCIAL SECURITY ACT

AMOUNTS TRANSFERRED TO STATE ACCOUNTS

\
In General

Skc. 903. (a)(1) * * * .
* * * » * * *

Use of Transferred Amounts |

(c)(1) Except as provided in paragraph (2), amounts transferred
to the account of a State pursuant to subsections (a) and (b) shall be
used only in the payment of cash benefits to individuals with respect
to their unemployment, exclusive of expenses of administration.

(2) A State may, Eursuant to a specific appropriation made by the
legislative body of the State, use money withdrawn from its account
in the payment of expenses incurred by it for the administration of
its unemployment compensation law and public employment offices if

and only if— .
(A) the purposes and amounts were specified in the law making

the appropriation,

(B) the appropriation law did not authorize the obligation of
such money after the close of the two-year period which began on
the date of enactment of the appropriation-law,

C) the money is withdrawn and the expenses are incurred
after such date of enactment, and

(D) the appropriation law limits the total amount which may
be obligated during a fiscal year to an amount which does not
exceed the amount by which (i) the aggregate of the amounts
transferred to the account of such State pursuant to subsections
(a) and (b) during such fiscal year and the [nineJ} fourieen
preceding fiscal years, exceeds (ii) th« aggregate of the amounts
used by the State pursuant to this subsection and charged against
the amounts transferred to the account of such State during such
[ten] fifteen fiscal years. .

For the purposes of subparagraph (ID), amounts used by a State
during any fiscal year shall be charged against equivalent amounts
which were first transferred and which have not previously been so
cherged; except that no amount obligated for administration during
any fiscal year may be charged against any amount transferred during
a fg;cal year earlier than the [ninth]} fourteenth preceding fiscal year.

O
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