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UNEMPLOYMENT COMPENSATION AMENDMENTS
OF 1976—DESCRIPTION OF THE PROVISIONS
OF H.R. 10210

I. Unemployment Compensation Provisions
A. COVERAGE PROVISIONS

Furmworkers.—1In the past, farm employment has leen exempt
from the Federal unemployment tax. A« a result. protection of farm-
workers under unemployment compensation programs has been a
matter of State option. H.R. 10210 makes the Federal unemploy-
ment tax applicable to farn employment if the farm operator, in
either the current year or the preceding vear. has a payroll of at jeast
$20.000 in any ealendar quarter or has 10 or more employees in 20
wecks during the vear. This extension of the Federal unemployment
payroll tax has the effect of bringing farm employment meeting
these eriteria within the coverage of all State unemployment compen-
sation programs. Coverage is effective as of January 1978.

In the case of farmworkers who are hired by a farm labor con-
tractor (“crew leader™ rather than by the farm operator. the bill
provides that the crew leader will be considered the employer and
thus be responsible for paying the un-mployment tax and submitting
the required reports if 519 provides the service of mechanized equip-
ment-——crop dusting, mechanized harvesting. et cetera—or if he is
register«d under the Farm Labor Contractor Registration Aet. Since
that act now requires regiztration for most crew leaders—an excep-
tion i1s made for those operating both within a 25-mile radius of their
Liomes and for no more than 13 weeks per vear—I1LR. 10210 generally
makes the crew leader the emplover. The hill provides. however, that
the farm operator be considered the emplover in cases where the crew
leader is in fact the farmer's own employee and in ca<es where the
farmer and the crew leader have a written agreement under which
the furm operator will act as employer for unemployment compensa-
tion purposes.

The bill exempts from unemplovment compenzation coverage aliens
who are brought into the United States on a temporary basis to work
during peak agricultural erop seasons under sections 101(a) (15) (II)
and 214{c) of the Tmmigration and Nationality Aet. Thic exemption
from coverage expires January 1. 1980,

Under the provisions of TLR. 10210, an estimated $39.600 farm
jobs and 17400 farm emplovers will be cubject to the Federal
unemployment tax. This represents 40 percent of all farm employvment
and 2 pereent of all farm operater-,
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State and locdl qoccrnment employees—State and local govern-
ment emplovment is exempt from the Federal nnemployment payroll
tax. However, under legislation enacted in 1970, the States were
required to provide unemployment insurance for cimployees of State
operated hospitals and institutions of higher education. In addition,
ahout one-half of the States have gene beyvond the Federal require-
ments and provide mandatory coverage for State employees and
permit loeal governments to opt for coverage.

Under TLL.R. 10210, State and local government employment will
continue to be exempt from the Federal unemployment payroll tax.
States will be required. however, to provide State coverage for such
crplovient a< a condition of continged vacticipation in the Federal-
State unemployvment compen=ation program. (Failure to participate
would. in effect. raise the Federal unemplovment tax on employers in
the State from 0.7 to 3.4 percent and would deprive the State of Fed-
<ral funds to meet administrative expenses and part of the benefit
cost< for benefits paid after the 26th week of unemployment.)

AN state and loeal government employees will be covered except
clected oflicials, members of the legislature or judiciary, per-ons In
pelicvmaking or advisory positions which are desigmated as major.
nontenured positions or as ordinarily requiring less than 8 hours work
per week. members of the National Guard, prisoners, and per-ons
Lired for temporary jobs in emergeney situations, With the above
exceptions. all employment after December 31,0 1977 will be covered.
Under the bill, the State law will have to permit the employing entity
to deterine whether to pay for its coverage through contributions
cquivalent to the State payroll tax or by reimbursing the fund retro-
actively for benefits paid to its former employvees,

The provisions of TLR. 10210 extend coverage under the unemploy-
ment compen-ation program to approximately 588000 State em-
plovees who are not now covered and to about 7.7 million employees
of local covernments.,

Pavine ut to sehool cuwployecs during vacation periods.—1LR. 10210
require~ that bhenefits be dented during vacation periods between
academie terms (or yvears) to profes-ional ~chool employees who have
a contract for, or reasonable assurance of. reemplovment during the
apeoming term (or vear). The bill al<o permits States to deny benefits
during vacation periods on the same basi~ to nonprofessional school
emplovees,

Ertended bonefit costs—At present, the Federal extended henefit
acconunt in the nnemplovment trust fund pays one-half of the costs of
benefits under the Federal-State Extended Unemployviment Compen-
-ation Aet. That act provides in times of high unemployment for up
to 13 weeks of added benebts after a worker exhausts his regular
Lenefit eligibility. This 50 percent Federal funding is provided from
the Federal unemployment payroll tax. 1.R. 10210 includes a provi-
~ion which eliminates this 50 percent Federal funding for the cost of
extended benefits for State and local government emplovees, whose
emplovment is exsempt from the Federal tax. (The Federal accounts
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will continue to pay the administrative costs attributable to coverage
of employees of State and local governments.)

Flementary and sccondary nonprofit schools.—Prior to the 1970
amendments, nonprofit organizations. which are exempt from taxa-
tion under the Internal Revenue Code, were covered as emplovers for
unemplovment compen=ation purposes only at the aption of the States.
The 1970 amendments requited States to provide coverage for non-
profit employers who have at least four employees in at least 20 weeks
of the vear. Iowever. an exception in the law allowed States to
exclude from coverage nonprotit elementary and secondary schools,
LR, 10210 repeals this exelusion, thus requiring coverage for such
schiools on the same hasis a~ it has been required for other nonprofit
entities.

Donestio workers—Domestic employment in private households
has been exempt from the Federal unemployment payroll tax and
such employment has been covered under State unemployvment com-
pensation programs in only three States. LR, 10210 makes such
employment subject to the unemployment tax. effective January 1978
(and, therefore, effectively requires its coverage under State pro-
grams) in the case of any employer who pays domestic wages of
$1.000 or more in any calendar quarter of the current or preceding
vear. It is estimated that this will result in coverage for some 128,000
domestic jobs.

Transitional benefits— The new coverage provided under ILR.
10210 for agricultural workers, domestic employees, employees of
State and local governments and of certain nonprofit <chools 1s effec-
tive as of 1978. As of January 1. 1978, newly covered workers will
begin accumulating wage credits neeessary to qualify for unemploy-
ment compensation should they become unemployed. In most States
these workers will not have accumulated enough wage credits to
qualify for benefits until the last quarter of 197S, The transition provi-
sion~ in ILR. 10210 provide that. if a State agrees to pay benefits to
newly covered workers as of January 1, 1978, benefits paid through
June 30, 1978, based on wage credits earned prior to that date, will?)e
reimbursed from Federal general revenues, States will also be reim-
bursed after June 30, 1978 in ca-es where they pay benefits based on
newly covered wages carned prior to January 1, 1978.

Inelusion of Viegin Ixlands—Under prior Federal law, the Virgin
[-lands was exeluded fropy the Federal-State sv-tem of unemplovment
insurance. The Virgin Islands has for several vears had a similar
unemplovment insurance program. however, and the territorial gov-
ernment has formally requested that the Virgin Islands be ineluded
in the Federal-State <vetemn.

The inclusion of the Virgin I-lands< in the Federal-State unemploy-
rient svstem is provided for in H.R. 10210, This extends to that juris-
diction the Federal unemployment tax and thus increases slightly the
revennes to the Federal aceonnts in the unemployment trust fund. At
the same time. IL.R. 10210 provides new or modified funding for the
Virgin Islands programs as <hown in the table below:
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FUNDING CHANGES FOR VIRGIN ISLANDS UNEMPLOYMENT
PROGRAM UNDER H.R. 10210

Funding under H.R.
10210

Expenditure type Current funding
Regular benefits. ......... Territorial tax... .. Territorial tax.
Administrative costs:
Compensation ~  ..... do............ Federal trust fund
system. accounts.
Employment service... Federal general Federal trust fund
funds. accounts and
eneral funds.
Extended benefits......... Notin effect...... 50 percent terri-
torial tax, 50
percent Federal
trust fund
accounts.
Leans..................... Federal general  Federal trust fund
funds. accounts.

B. FINANCING PROVISIONS

Increase in Federal wnemployment taz rate—H.R. 10210 increases
the gross Federal unemployment tax rate from 3.2 percent to 3.4 per-
cent while leaving the tax eredit at 2.7 percent. This adds 0.2 percent
to the net Federal tax rate raising it from the present level of 0.5 to
a new level of 0.7 percent. This increased tax rate will take effect in
January 1977 and will continue in effect until all general revenue
advances to the extended benefit account in the unemployment trust
fund have been repaid. after which the existing 0.5 percent net tax
rate will again become applicable. The increase in the net Federal
tax rate will affect only the amounts collected by the Federal trust
fund accounts.

I'nerease in tazable earnings.—IH.R. 10210 also increases from $4.200
to $6,000 the amount of sunual earnings subject to taxation. This
increase is effective January 1978 and affects both Federal and State
taxes. Since States set their own tax rates and may adjust their tax
rates to take account of the new tax base, the exact impact of the
increase on State revenues will depend upon subsequent action by
the States.

Timing of loans to Stat:x—When States find it necessary to borrow
from the Federal accounts in the unemployment trust fund to meet
their unemployment benefit obligations. prior law required that the
funds borrowed for any month be applied for in the preceding month.
ILR. 10210 includes a provision permitting States to apply for
loans covering a 3-month period. Under this provision, States will be
able to make a single application covering the 3-month period, but the
advances will continue to be paid out to the States on a month-by-
month basis.

Costs of benefits to former Federal employees.—When unemploy-
ment benefits are paid by a State to a former member of the armed



L7

5

services or Federal employee. the costs of the henefits attributable to
Federal employment are funded from Federal general revenues and
the costs, if any, resulting from non-Federal employment are paid
from State funds. At present. the amount of Federal reimbursement is
determined by computing the amount of benefits actually paid to an
individual over and ahove the compensation which would have heen
E.aid if his Federal employvment had not been used in computing his

nefits. TILR. 10210 provides instead that the Federa! and State por-
tions of the cost of benefits will be hased on the relative Federal and
non-Federal wages of the individual during the base period on which
his unemployment compensation is computed. Thus, if an individual
had $4.000 of wages in his base period and $1.000 of these wages came
from a Federal agency employer, 25 percent of his unemployment bene-
fits wonld be paid for from Federal general revennes.

C. EXTENDED BENEFIT TRIGGERS

The Federal-State Extended Unemployment Compensation Act of
1970 provides for the pavment of additional weeks of benefits to in-
dividuals who exhanst their benefit entitlement under the regnlar State
programs. The additional entitlement provides the same weekly benefit
amount as the regular entitlement and continues for half as long as
the regular entitlement. Thus, an individual entitled to the maximum
duration of 28 weeks of regular benefits could receive up to 13 addi-
tional weeks of extended benefits. Half the funding of the extended
benefits comes from State unemployment taxes and half comes from
the Federal tax.

Change in national trigger—Benefitz under the extended henefit
program are pavable only in periods of high unemployment. Perma-
nent law makes the program effective in all States when the national
in<ured nnemplovment rate on a seaconally adjusted basis reaches 4.5
percent for 3 consecutive months, and the program continues in effect
until that rate declines below 4.5 percent for 3 consecutive months, (A
temporary provision which expires December 31. 1978 permits States
to participate in the extended henefit program when the national
triceer rate is 4 percent rather than 45 percent.) H.R. 10210
modifies the permanent law by providing that the program will be in
effect in all States when the seasonally adjusted 4.5 percent national
incured unemployment rate for a given week and the 12 previous weeks
(rather than for 3 consecutive months) averages 4.5 percent or more
and will cease to be in effect when that rate averages less than 4.5 per-
cent,

Change in State trigger—From December 1971 to November
1974, the national insured nnemployment rate was below the perma-
nent law 4.5 percent rate which triggers the extended benefit program
into operation in all States, When tﬁ: national trigeer i< “off.” States
participate in the program only if the State trigger requirements are
met. Under permanent law. the extended unemployment compensation
program hecomes effective in a State when two requirements are met.
The rate of insured unemployment in the State (not seasonally ad-
justed) must reach a level of 4 percent or more averaged over a
T3-week period and the rate for that 13-week period must be at least
20 percent higher tha the average of the State insured unemployment
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rate in the same 13-week period of the preceding 2 years, ILR. 10210
retains tie perinanent law provisions with respect to State triggers.
However, the bill permits States to waive the “20 percent higher™ re-
quirement whenever the rate of insured unemployment in the State is
at lea~t 5 percent. This provision is effective after March 1977 when
the existing waiver of the “20 percent higher” provision expires,

D. PROVISIONS RELATED TO BENEFIT ELIGIBILITY

Disqualification for pregnancy.—In order to qualify for unemploy-
ment compensation benefits, 8 worker must be able to work, be ~eeking
work. and be available for work. In a number of States. an individual
who=e unemplovment is related to pregnancy has been barred from
recciving any unemployvment benefitz. Tn 1975 the Supreme Court
found a provision of this type in the Utah unemployment compensa-
tion statute to be unconstitutional. HL.R. 10210 will prohibit States from
continuing to enforce any provision which denies znemployment com-
pensation Lenefits solely on the basi< of pregnancy (or recency of
pregnancy). Pregnant individuals will, however. continue to he re-
quired to meet generally applicable criteria of seeking work. avail-
ability for work. and ability to work.

Finality of Federal agency findings.—State unemployment compen-
sation agencies are required to grant an impartial hearing to persons
whose claims for unemployment benefits are denied. In any case where
all or part of the employment on which benefits are to be based was
witii a Federal agency. however, the findings of that ageney have not
heen subject to review hy a State ageney hearing officer in-ofar as they
concern: the fact of Federal employment. the period of Federal service
and smount of Federal wages. or the reazons for terminating Federal
employment.

H.R. 10210 allows these is-ues to he decided by the State agency
hearing officer.

Profissional athli tes——T1LR. 10210 prohibits the payment of bene-
fit- to a professional athlete during periods between two siecessive
sports sea-ons if the athlete had been professionally participating in
such sports during the previous season and there is reasonable assur-
ance that he will participate in «uch sports during the following season.
The provizion is intended to deny benefit to profecsional athletes in the
off ceason.

[Veqal aliens—TLR. 10210 prohibits pavment of henefits to an
alien unless he has heen lawfully admitted to the United States for per-
manent residence. Anv data or evidence of citizenship or permanent
re~idence will have tn he uniformly required of all applicants for un-
emplovment compensation. A determination of whether an individual
is an illezal alien mn:t be based on a preponderance of evidence.

Disqualification for receipt of pension—Under H.R. 10210 the
States will be required. after September 20, 1979, to reduce unem-
plovment compen<ation benefits hy the amount of anv public or
private pension (inclnding social security retirement benefits and
railroad retirement annnities) based on the claimant’s previous
emplovment.
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E. NATIONAL COMMISSION ON UNEMPLOYMENT COMPENSATION

Description and purpose of the Conanission—H.R. 10210 estab-
li-he~ a National Commission on Unemployment Compensation for
the purpose of undertaking a comprehensive examnination of the pres-
ent anemployment compensation system and developing appropriate
reconnnendations for further changes. The Commission is to be com-
pried of three members appointed by the President Pro Tempore of
the Senate, three members by the Speaker of the House of Representa-
tive~, and seven by the President. Selection of members of the Com-
mission will be aimed at assuring balanced representation of interested
vroups including at least one representative of labor, industry, the
Federal Government, State governent, local government and sl
buriness.

The Commission will be authorized to appoint such <aff as it
requires and to contract for necessarv consnltant servicex The final
report of the Conunission has to e ~ent to the President and (o
Congress by January 1, 1979, and the Commission terminates % Gavs
after the report is submitted. An interim report will be requived by
March 31, 1973.

Agenda items for the Commission.—H.R. 10210 =pecifies that the
Commission’s study <hall include. without being limited to. the
following items:

(1) Examination of the adequacy. and economic and administrative
impacts, of the changes made by H.R. 10210 in coverage, benefit provi-
sions, and financing;

(2) Identification of appropriate purposes, objectives. and future
directions for unemployment compensation programs, inclnding rail-
road unemplovment insurance:

(3) Examination of issues and alternatives concerning the velation-
ship of unemployment compensation to the economy. with cpeeial
attention to long-range funding requirements and de<irable methade
of program financing:

(1) Examination of eligibility requirements. dicqualification provi-
sions, and factore to consider in determining appropriate henefit
amounts and duration:

(3 Fxamination of (A) the problems of elaimant fraud and abuse
in the unemploviment compensation programs: (B) the adequacy of
present statutorv requirements and administrative procedures de-
siened to protect the programs against <uch frand and abnse: and
(CY problems of claimants in obtaining prompt processing and pay-
ment of their elaime for benefits and any appropriate measures to
relieve snch problems:

18) Fxamination of the relationzhip hetween unemplovment com-
pen-ation programs and manpower training and emplovment
proorams:

(7Y FExamination of the appropriate rale of unemplovment com-
pen<ation in income maintenance and its relationship to other <oecial
insnrance and income maintenance programs:

(R) Conduet of such survevs. hearings. research. and other activ-
ities as it deems necessary to enable it to formmnlate appropriate
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recommendations, and to obtain relevant information, attitudes,
opinions, and recommendations from individuals and organizations
representing employers, employees. and the genceral public;

(9) Review of the present method of collecting and analyzing
present and prospective national and local employment and unem-
plovment information and statistics;

(10) Identification of any weaknesses in such method and any
problem which results from the operation of such method;

(11) Formulation of any necessary or appropriate new technignes
for the collection and analysis of such information and statistics: and

(12) Examination of the feasibility and advisability of developing
or not developing Federal minimum benefit standards for State
unemplovment insurance programs.

In addition. the conference report on H.R. 10210 directs the comn-
mission to include in its studies an examination of the payvment of
unemployment compensation to retirees and the denial of compen-
sation to emplovees of educational institutions between terms.

7. OTHER PROVISIONS

Extension of SUA program—H.R. 10210 extends the Special Un-
employment Assistance (SUA) program through December 1977
(claims filed by then could continue in payment status through June
30, 1978). It also modifies the program so that SUA benefits would
be based on the same period of work used for regular unemploynient
compensation. Nonprofessional employees of schools would not be
eligible for SUA pavments during vacation periods when they have
reasonable assurance of employment for the postvacation school term.

ITnemployment compensation and AFDC-UF—H.R. 10210 re-
quires unemployed fathers who apply for aid to families with depend-
ent children-unemployed fathers (AFDC-UF) to collect any un-
emplovment compensation to which they are entitled before they
can receive anv AFDC-UF benefits for which thev might qualify.
In those cases where an individual collecting unemployment compen-
sation meets the State AFDC-UF eligibility requirements. the State
is required to supplenient unemployment compensation bhenefits un to
AFDC-UF benefit levels otherwise pavable. The hill alco provides. in
connection with the requirements for registering for employment
under the Work Incentiv> program and the unemplovinent compenza-
tion program. that the Secretaries of Labor and of Health, Education,
and Welfare are to enter into agreements with each State which i< will-
ing and able to do so. These agreements will provide for the simplifica-
tion of the procedures involved in such registration and, where pos<i-
ble. for a single registration to saticfyv the requirement< of both pro-
grams.

Lnformation furnished to AFDC and ¢hild support aqe neies.—State
employment offices will be requirec to furnish specified information to
welfare ageneies for the purpose of administering the AFDC or child
support programs. The State emploviient serviee will be renmbursed
by the welfare or child support agencies for the cost of supplyving
this information.
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I1. Supplemental Security lncome Provisiens

Sercics Jor disibled chadrens TLR. 10210 requares the Social
Security Adounisteation to refer bind and d. < led cluiiren under
age 16 who are receiving SSI benetits to the ¢ ippled lularen’s or
other appropriate State ageney. This azoney will be responsible for
administering a State plan which mus=t .nclude provision {or counsel-
g of disabled children and taeir fanulies; the extablishient of
individual service plans for childien under 16: monitoring to ussure
adherence to the plans: and provision of services to children under
age 7. and to chi\dren who lLave never Iwen in school and require
preparation to take advantage of publie cducational services.

A total of 330 million is made availuble for the operation of State
plans for each of three fiscal years. beginning with fiseal year 1977:
there are no non-Federal matching requitements, The amount will
be allocated to the States on the hasis of the number of children age
6 and under in each State. Up to 10 percent of the State’s funds may
be vised for coun-cling, referral and monitoring provided under the
State plan for children up to age 16. The remainder of the funding
is available for services to disabled children under age 7 and those
who have never been in school. The bill requires that the funds
authorized under the provision may not he u-cd to replace State
and local funds now being used for these purposes. The funds may
be used in the case of any program or service only to pay that portion
of the cost which ix related to the additional requiremients of cerving
disabled children over and above what would be required to serve
nondisabled children.

Critevia for determining child disability.—TLR. 10210 requires the
Secretary of ITEW to publich criteria to be used in determining
disability for children under age 18 within 120 day= after enactment
of the provision.

Listitutivaalization of a ~povec- JLR. 10210 provides that if a
sponse is institutionahized the two per-ons involved will be tieated as
individuals rathei: than as a couple for purposes of applyving their
separate incomes in computing the SST heneft  amount.

Protcetion of wedicaid ellgibility —TLR. 10210 provides that no
recipient of SST will lose eligibility for medieaid solely as the result of
the operation of the co-t-ol-living benefit inerease provision under
tile IT of the Social Seeurity Act, Tt protects the individual enly
arninst the loss of medicaid. and i< effective only in the case of future
socal seenrity benefit inereases,

Clange in SSI sarings clause —Under TLR. 10210, payments to
States under the 1972 savines elause provicion will not he redueced to
refleet Federal SST benefit inereases in 1977 and 1978, This will en-
alle the three “hold harmless” States (Hawaii, Massachusetts, and
Wisconsin) to pass throngh the Federal inereases in those vears with-
cut added State costs, Noother States are affected.

&I payment to persons in institutione—TLR. 10210 excludes pub-
liclv operated community residences which serve no more than 16
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residents from being deemed publie in-titutions in which individuals
are incligible for SSI benefits. It aiso provides that Federal SSI
payments may not he reduced in the case of assistance based en need
which i~ provided by States and Jocalities, 1t repeals seetion 1616(¢)
of the Social Security Aet which provides that Federal SSI pay-
ments be reduced in the case of payvments made by States or localities
for medical or any other ty pe of remedial cave provided by an institu-
tion. It adds a requircment. effective October 1. 1977, that each State
establish or designate State or local anthorities to establish, maintain
and insure the enforcement of ~standards for categories of institutions
in which a significant nuniber of SSI recipients are residing. The
standards have to be appropriate to the needs of the recipients and
the character of the facilities involved. They are to govern admission
policies, safety, sanitation and protection of civil rights. H.R. 10210
also requires each State to make available for public review. as a part
of its social services program planning procedures under title XX,
a summary of the standards znd the procedures available in the State
to inzure their enforcemer . There must be made available a list of
any waivers of standards which have heen made and any violations
of standards which have come to the attention of the enforcement
authority. Federal payments are to be reduced dollar for dollar by the
amount of any State supplementation in the case of persons who are
in group facilities which are not approved nunder State standards as
determined by the appropriate State or local authorities.
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