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AvgusT 2, 1966.—Ordered to be printed

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

REPORT

together with
MINORITY VIEWS

[To accompany H.R. 15119]

I. SCOPE OF THE BILL

The proposals embodied in H.R. 15119 would provide major im-
provements in the Federal-State unemployment compensation pro-
gram. The bill is the product of the broadest and most intense

‘review Congress has given to the unemployment compensation
‘program since it was enacted in 1935 as part of the Social Security Act.
he unemployment compensation program has assisted millions of
men and women in evercoming the ga.rdships of involuntary unem-
ployment. . It has also furnished a stability to the national economy
that has helped to moderate, and on occasion perhaps to avert,
economic recessions. : : ,

The changes in the program which would be made by the bill would
extend coverage to additional jobs, establish a permanent program of
extended benefits'to exhaustees during periods of high unemployment,
furnish the States a procedure for obtaining judicial review of certain
determinations of the Secretary of Labor, improve the financing of the
program, provide additional State requirements as to benefit amount,
duration, eligibility and disqi:x‘aliﬁcatlon,' and make other changes to
strengthen and improve the Federal-State unemployment compensa-
tion program. ' |
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2 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966
A

II. SUMMARY OF COMMITTEE AMENDMENTS

The Committee on Finance amended the House bill in six respects,
Four of these, relating to benefit standards, extended benefits, cover-
age of small firms, and the taxable wage base, involve substantive
changes. The fifth and sixth committee amendments are technical
changes, They insure benefits for individuals engaged in multistate
employment and provide uniform duration for extended benefits
triggered by a national “on” indicator, These six amendments are
outlined in this part. They are described more fully in other parts of
this report,

(a) Benefit requirements.—The committee added benefit standards
to the requirements of the Federal Unemployment Tax Act (FUTA)
which must be complied with by the States if their employers are to
receive the full Federal tax credit of 2.7 percent. The standards
relate to benefit amount, duration, and eligibility.

1. Benefit amount.—-The amount of unemployment compensa-
tion payable must be at least 50 percent of the individual’s
average weekly wage up to 50 percent of the State average wage.

2. Duration.—Benefits must be payable for at least 26 weeks
to each individual who had 20 weeks of employment (or its
equivalent),

3. Eligibility.—No worker may be required to have more than
20 weeks of employment (or its equivalent) in his base period to
qualify for benefits,

(b) Fxtended benefits.—The structure of the House extended benefit
i)lun is retained but the financing provisions are modified so that the
federal Government will pay the entire cost out of the Federal portion
of the unemployment tax, Under the House bill the cost of this
program would have been shared equally by the Federal Government,
and the States,

() Tax rate and wage base.—The Federal unemployment tax rate
increase to 3.3 percent (from 3.1 percent) provided by the House bill
is retained. However, the wage base increase to $3,900 is made
effective for 1968 rather than 1969, as under the House bill, and the
further increase in the wage base in 1972, under the committee
amendment, is to $4,800 rather than to $4,200,

(d) Small firms.—The House provision extending coverage to em-
ployers of one or more workers during each of 20 weeks in a calendar
year or employers with payrolls of $1,500 in a calendar quarter was de-
leted by the Committee on Finance.- By this action, the provision of
present law which limits coverage to employers of four or more workers
during each of 20 weeks in u calendar year 1s retained.

(e) Multistate workers.-—States wiﬁ’ be required to participate in
interstate wage combining arrangements which utilize the unused
wage credits in transferring States which fall within the bade period
of the paying State.

(f) National extended benefit period.—This amendment insures that
when n national extended benefit period is triggered “‘on’’ shortly after
n State extended benefit period is triggered ‘““on,” the national period
will continue for 13 weeks in all States. Under the House bill the
national period might not have been uniform in all States.
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III. SUMMARY OF THE PRINCIPAL PROVISIONS OF THE
BILL AS AMENDED

A. Changes in coverage

Today approximately 49.7 million jobs (including those of Federal
employees, ex-servicemen, and railroad workers) are protected by un-
employment compensation. Approximately 15 million jobs are not
covered. Nearly 7 million of the workers not covered are in the em-
pl(?' of State or local governments and, except for about one-half
million_employees in State universities and hospitals are unaffected
by the bill. Of the approximately 8 million remaining workers not
presently covered, your committee’s bill would extend coverage to
about 1.8 million, effective January 1, 1969. Thus, 2.3 million
workers would be newly covered by the committee’s bill. i

The following are the groups of workers to whom coverage would be
extended by the bill:

1. Changed definition of em(f)loyee.—-Approximately 200,000 addi-
tional workers would be covered by adopting the definition of employee
which is used for old age, survivors, and disability insurance (OASDI)
program purposes, with a modification. Those affected by this change
are persons who are not considered employees under common law
rules, such as certain agent-drivers and outside salesmen. The con-
cept of employee s adopted by the bill differs from that of the QASDI
program in that it does not apply to full-time life insurance salesmen
and persons who work in their liomes on materials which are furnished
by another (if they are not employees under common law),

2. Agricultural processing, etc., workers.—Approximately 200,000
additional workers would ge covered by adopting the definition of
“agricultural labor’’ that applies to the ASDII) system, with a modi-
fication. Included among the newly covered workers would be those
working in processing plants where one-half or moré of the commod-
ities handled were not produced by the plant operator. Under the
hill, processing activities of a cooperative organization in processing
raw commodities would be excluded as agricultural if more than half
of such commodities were produced by its farm operator members.

3. Employees of nonprofit organizations and State hospitals and insti-
tutions of hgher education.—Approximately 1.9 million employees of
nonprofit organizations and State hospitals and State institutions of
higher education would be brought under the unemployment com-
pensation system. Coverage would not be extended to certain of
these employees, however, such as a duly ordained or licensed minister
of a church; employees of a church; employees of schools other than
institutions of higher education; teachers, research personnel, and
principal administrators in an institution of higher education; and
i)hysici:ms and similarly licensed medical personnel of a hospital.
lowever, nurses would be covered under the program,

Nonprofit organizations must be allowed the option of either reim-
bursing the State for unemployment compensation attributable to
service for them or paying the regular State unemployment insurance
contributions, They would not be required to pay the Federal por-
tion of the unemployment tax. A separate effective date would
allow the States to put the reimbursable option into effect at any time
after December 31, 1966.
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The extension of coverage would apply only to nonprofit organiza-
tions that employ four or more workers in 20 weeks during a calendar
year. .

Ezxclusion of certain students.—A new exclusion from coverage is
provided by the bill for students employed under specified work-
study programs arranged by the schools they attend, effective
January 1, 1967.

B. Additional requirements for unemployment compensation programs

States would be required to amend their laws, effective not later
than January 1, 1969, in order to obtain approval by the Secretary of
Labor for the purpose of tax credits for employers, to provide that—-

1. Work requirement.—A beneficiary must have had work since the
beginning of his benefit year in order to obtain unemployment com-
pensation in his next benefit year (prohibiting the so-called “double
dip” which allows a worker to draw full benefits in 2 successive years
following a single separation from work);

2. Cancellation of wage credits.—The wage credits of & worker may
not be canceled or benefit rights totally reduced by reason of a dis-
qualifying act other than discharge for misconduét connected with his
work, or fraud in connection with a claim for compensation, or by
reason of receipt of disqualifying income such as pension dpayments.
But a State could, for example, (ﬂsqualify a worker for the duration of
a period of unemployment fgllowing a disqualifying act, such as a vol-
untary quit, so long as the worker's benefit rights are preserved for a
future Period of involuntary unemployment during the benefit year;

3. Worker training.—Compensation may not be denied to workers
who are undergoing training with the approval of the State unemploy-
ment compensation agency; and _ :

4, Interstate and multistate claims,—Compensation may not be
denied or reduced because a claimant lives or files his claim in another
State, In addition, the State must participate in an interstate
arrangement for combining wages ‘or employment. Workers whose
rights to benefits are determined under such arrangement will have

-such rights determined on the basis of their unused wage credits in all
the States if they are within the base period of the paying State.

C. Benefit requirements

In order for employers in a State to receive the full 2.7 percent tax
credit, a State must meet the following requirements with respect to
benefit amount, duration, and eligibility: Ny

(a) Benefit amount.—Weekly benefit amount must be at least
50 percent of the individual's average weekly wage, or 50 percent
of the statewide average wage, whichever is less.

(b) Duration.—Any worker who has 20 weeks or more of
base Keriod employment (or equivalent) shall be entitled to not
less than 26 times his weekly benefit amount.

(¢) Eligitility.—No worker may be required to have more than
20 weeks of employment (or equivalent) in his base period to
qualify for benefits.

D. Judicial review

Under existing law a decision of the Secretary of Labor that a State
law or State administration of its law does not meet- the requirements
of the Federal law is final. There is no specific provision in the law
allowing a State to appeal such a decision to a court.
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'The bill would furnish to a State a procedure for appealing a decision
of the Secretary to a U.S. Court of Appeals within 60 days after the
Governor of the State has been notified of an adverse decision by the
Secretary. Findings of fact by 'the Secretary would be conclusive
upon the court ‘“unless contrary to the weight of the evidence.” The
provision would be effective upon enactment.

E. Federal-State extended unemployment compensation program

The bill would establish a new permanent program which would
require the States to enact laws, that would have to take effect begin-
ning with calendar year 1969, to pag extended benefits during periods
of high unemployment to workers who exhaust their basic entitlement
to unemployment compensation, . ,

The Federal Government would pay the entire costs of the program
out of the proceeds of the Federal portion of the unemployment tax,

These benefits would be paid to workers only during an ‘“‘extended
benefit’”’ period. Such period could exist, beginning after December
31, 1968, either on a National or State basis by the triggering of either
a national or State ‘“on” indicator. - :

National extended benefit period.—An extended benefit period on a
national basis would be established if (a) the seasonally adjusted rate
of insured unemployment for the Nation as a whole equaled or ex-
ceeded 5 percent for each month in a 3-month period and (b) during
the same 3-month period the total number of claimants exhaustin
their rights to regular compensation (over the entire period) equale
or exceeded 1 percent of covered employment for-the Nation as a
whole. There 1s a national “off”’ indicator if the rate of insured un-
employment remained below 5 percent for a month or if the number
of claimants exhausting their rights to compensation added up to less
than 1 percent for a 3-month period. '

State extended benefit period.—An extended benefit period would be
established for an individual State (a) if the rate of insured unem-
ployment for the State equaled or exceeded, during & moving 13-week
period, 120 percent of the average rate for the corresponding 13-week
period in the preceding 2 calendar years and (b) if such rate also
equaled or exceeded 3 percent. There is a State ‘‘off”’ indicator if
either of these conditions was not satisfied.

An extended benefit period would terminate in a State only by
reason both of a National and a State ‘“off’”’ indicator.

Benefits.—During an extended benefit period, whether established
bly National or State conditions, the State must provide each eligible
claimant with extended compensation, at the individual’s regular
weekly benefit amount (including dependents allowances), equal to
_one-half his basic entitlement, but not more than 13 times such
weekly benefit amount, or the difference between his regular compen-
sation and 39 times such weekly benefit amount, whichever is the
lesser. The Federal Government will pay the cost of these re-
quired payments. The State may provide more benefits, but at
its own expense.

F. Financing
The bill would increase the rate of tax under the Federal Unem-

ployment Tax Act from the present 3.1 percent of taxable wages to
3.3 percent, effective with respect to wages paid in calendar year

‘
66--682 0—66-——2
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1967 and thereafter. (No change would be made in the 2.7-percent
credit allowed to employers in the States.) N

The taxable wage base under the act would be increased from the
present $3,000 per year to $3,900 per year, effective with respect to
wages paid in calendar years 1968 through 1971, and to $4,800 1n 1972
and thereafter, :

The bill in effect increases the net Federal unemployment tax
from 0.4 to 0.6 percent. A portion of the net Federal tax would be
g_ut into a separate new account in the unemployment trust fund to
nance the extended benefits program established by the bill.

G. Other provisions

The bill also contains provisions to—

1. Research and training of personnel.—Authorize funds to conduct
research’ relating to the unemployment compensation system and to
train lunemploym_erat compensation personnel and prospective per-
sonnel;

2, Certification date.—Change from December 31 to October 31 of
each year the date with respect to which the Secretary of Labor
certifies-to the Secretary of the Treasury that the State laws and
%‘dmixistmtion meet the requirements of the Federal Unemployment

ax Act;

3, Administrative expenses.—Extend for another 5 years the time
within which the States could expend for administrative purposes
funds returned to them as excess Federal tax collections;

4, New employers and treatment in certain employment.— lg Permit
the States to reduce the tax rates of new employers (to not less than
1 percent) during the first 3 years they are under the unemployment
compensation program and (2) provide for enforcement of existing
prohibitions against unequal treatment of maritime and other em-

loyment with respect to which the Federal Government has a special
jurisdictional interest. .

IV. GENERAL DISCUSSION
A, Coverage

The bill would extend covera%e under the Federal-State unemploy-
ment compensation system to about 2.3 million of the approximately
15 million wage and salary workers not now covered. The extension
‘would bring the total number of workers covered by unemployment
insurance (including the Federal programs for railroad workers, Fed-
eral civilians and ex-servicemen) to about 52 million, nearly 81 percent
of all wage and salary workers.

Coverage would be extended by changing the definitions of ‘‘em-
ployee’ and of “‘agricultural labor”’ and by requiring States to provide
coveraﬁe for certain employees of nonprofit organizations and of
State hospitals and institutions of higher education. Table 1 I_f{ivess
s breakdown of the additional employees covered under the House
and the Finance Committee versions of the bill.,
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TaBLE 1.—Estimate of number of employers and employees added to coverage by
H.R. 16119, as passed by the House and as amended by the Finance Commillee

[In thousands)

Federal Unemployment Tax Act | State unemplolyment insurance
aws

Coverage House bill | Committee bill| House bill | Committee bill

Em- Em- Em- | Em- | Em- Em- Em- | Em-
ployers|ployees|ployers|ployees|ployers|ployees|ployers|ployees

Employers of 1 or more in 20 weeks, | . )

or wa&ea paid of $1,500 or more in a

calendar quarter___..___._......._. 1,080 | 2,115 0 0 1,200 0
Definition of agricultursal labor. ... .. (O] 208 (O] 208 (O] 190 () 100
Definition of employee . . ........ ... ...... 360 |........ 360 |........ 210 joeuunn.. 210
Nonprofit organizations._ .........._. 0 0 0 0 17 | 1,360 17 1,
8tate hospitals and institutions of

higher education.................. 0 0 0 1 500 1 500

Total.. o eieaees 1,080 | 2,680 565 508 | 3,460 18 2, 260

t Information not available,
Source: Department of Labor, Bureau of Employment Security.

Still excluded would be employees of locdl governments, most State
em(})loyees, agricultural workers, domestic workers in private homes,
and workers 1n establishments which do not have at least 4 workers
in at least 20 weeks in a year.

Effective dates.—The coverage provisions would generally be made
effective for wages paid after December 31, 1968, The delay in the
effective date is to permit States ample time to amend their laws to
apply the State tax to all employers who will be subject to the Federal

ax.

(1) Definitron of employer.— _

Present law.—Present Federal law excludes employers who do not
have at least four or more individuals in each of 20 different calendar
weeks in a calendar year.

House bill.—The House bill would have broadened the definition of
employer in the Federal Unemployment Tax Act (sec. 3306(a) of the
Internal Revenue Code of 1964) to include all employers who, with
respect to a calendar year, paid wages of $1,600 or more in any calen-
dar quarter or employed at least one individual in employment, as
defined, for some portion of a day in each of 20 different calendar
weeks during the year.

Finance Committee amendment.—The Committee on Finance deleted
this provision of the House bill. The effect of this action is to retain
the existing law under which the Federal unemployment tax will
apply only with respect to employers who have four or more employees
in each o¥ 20 different weeks in the year. Under the Finance Com-
mittee amendment the States will remain free to extend coverage of:
their unemployment compensation systems to employees of small firms
in whatever manner local conditions warrant. At present 25 States
already cover smaller firms, extending coverage to 1.4 million workers
of the 3 million employed in these firms in all States, '

During hearings on this bill before the Committee on Finance
testimony was received that the House provision would particularly
harm small retail merchants, This was stated to be so because the
retail trade is becoming increasingly dependent upon part-time em-
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?loyees. Many of these are housewives and students who are not
ully in the labor market. Generally speaking, and for varying rea-

sons, these employees could not qualify for unemployment benefits.

The primary and most apparent practical effect of extending
coverage to employers of one or more persons would be to add a
substantial burden of additional tax expense and bookkeeping costs
to small retailers. Extending coverage to employers of one or more
persons, it should also be noted, will greatly increase administrative
costs per employee,

The committee was also advised that in one State sFecial exemp-
tions are provided for businesses with less than 4 employees located
in towns with less than 10,000 population. The legislature of that
State found that extension of tge State tax would imposé tax and
recordkeeping burdens on small employers where history demonstrated
that unemployment was almost nonexistent.

For these reasons the committee concluded that coverage of these
small firms and their employees was a matter best left to the judgment
of State legislatures. The committee is confident that where coverage
in this area is warranted the States will recognize their responsibility
and provide it.

(2) Definition of employee.— ) .

Present law.—Under existing law the term “employee’” includes an
officer of a corporation and any individual who, under the usual and
customary common law rules defining the employer-employee rela-
tionship, has the status of an employee. In the old-age, survivors, and
disability insurance program, there have been added to this definition
certain categories of occupations in which individuals, not employees
under the usual common law rules, perform services and occupy a
status not materially different from those who are employees under
such rules. Among the occupations so included are: agent drivers and
commission drivers engaged in the distribution of meat, vegetable,

fruit or bakery products, Beverages other than milk, or laundry or dry-
cleaning services, full-time life insurance salesmen, homeworkers, and
traveling or city salesmen,

Proposed change.—Your committee like the House committee
believes that the agent and commission drivers and traveling and city
salesmen because of the nature of their work should be brought under
the unemployment compensation system. The bill, therefore, pro-
vides that “employee,” for the purposes of the Federal Unemployment
Tax Act shall ﬁave the same meaning as for purposes of the Federal
Insurance Contributions Act, except E)r the reference to life insurance
salesmen and industrinl homeworkers.

The exception of life insurance salesmen will not have a great
impact on coverage under the Federal Unemployment Tax Act,
since the act alremi'y has a special exclusion for commission insurance
agents and solicitors remuncrated solely by way of commission.
In this connection, the committee considered the question of whether
n commission insurance salesman ceased to be ‘“remunerated solely
by way of commission” if he is provided with certain non-taxable
fringe benefits including group insurance. Your committee noted
the fact that the cost of these benefits is specifically excluded from
the definition of “wages” in section 3306(b). Tt is the committee’s
conclusion, therefore, that there is no intention on the part of the
Congress for the provision of such tax-free fringe benefits to upset
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the exclusion of insurance salesmen remunerated solely by way of
commission.

The proposed Federal definition of ‘‘employee’” would not cover
individuals engaged in house-to-house selling other than the agent
drivers and commissioned drivers mentioned previously., The Federal
coverage status of such workers would continue to be determined
under common-law rules.

The fact that some workers covered by the proposed definition will
be remunerated by commissions will present no new problem. Agen-
cies administering the unemployment insurance program are accus-
tomed to dealing with the problems of covering commission salesmen,
igwluf«iiing the problems involved in determining their eligibility for
enefits.

Number of jobs included.—About 360,000 persons sother than life
insurance salesmen and homeworkers) are presently included under the
definition of ‘“‘employee” in the Federal Insurance Contributions Act
but are not presently included under the definition in the Federal Un-
employment Tax Act. They would be covered by the latter act under
your committee’s bill, Since around 150,000 of the 360,000 workers
are covered by unemployment insurance in the States which do not
limit “employee’’ to tﬁe common law test, the net result of the change
will be to add about 210,000 workers to the number with unemploy-
ment insurance protection, There will be virtually no additionarem-
ployers covered by this section of the bill, however, since employers of
these workers use other workers who are now covered under the unem-
ployment compensation system,

(3) Agricultural labor.— l

Present law.—In general, present law excludes from coverage all
service performed on a farm (defined to include plantations, ranches,
nurseries, ranges, Freenhouses, and orchards), in connection with
cultivating the soil or harvesting any agricultural or horticultural
commodity or in connection with the operation and maintenance of a
farm and its equipment. Also excluded are borderline agricultural
activities such as the production of maple sirup, maple sugar, and
naval stores; mushroom growing; poultry hatching; cotton ginning;
the operation of irrigation systems used exclusively for farming pur-
poses; postharvesting services performed in the employ of a farmer;
services performed in the employ of a farmers’ cooperative; and, in the
case of fruits and vegetables, services performed in the employ of a
commercial handler. . .

Pro(fosed change.—Your committee’s bill, like the House bill, would
extend coverage to some of the now excluded borderline agricultural
employment other than the production of naval stores and the ginning
of cotton. Included for example would be services performed off the
farm in the hatching of poultry. Also included would be services
performed in connection -with the ‘operation or maintenance of an
irrigation system for profit.

he bill would extend coverage to services performed in the employ
of commercial handlers in preparing fruits and vegetables for market.
Postharvesting processing services performed in the employ of the
operator of a farm would be excluded if the operator produced over
one-half of the commodity processed. These services performed in
the employ of a group of farm operators or a cooperative organization
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of which farm operators are members would be excluded if the member
operators produced more than one-half of the commodity processed.

Number of jobs included.—It is estimated that about 205,000 addi-
tional jobs would be made subject to the Federal Unemployment Tax
Act by this provision of the bijll. )

. (4) State law coverage of certain employees of nonprofit organizations
and of State hospitals and State institutions of higher education.—

Present law.—Under existing Federal law, services performed for
nonprofit religious, charitable, educational and humane organizations,
and for a State and its political subdivisions are exempt from un-
employment compensation coverage, Some of the employees of these
organizations and of State and local governments have special employ-
ment protection, and very little risk of unemployment, Other em-
ployees, particularly in the nonprofessional occupations, have a real
risk of unemployment.

Your committee does not want to change the present Federal tax
status of these nonprofit organizations, but it is concerned about the
need of workers for protection against wage loss from unemployment.

Proposed change.—Unemployment insurance protection for certain
employees of nonprofit organizations would be achieved by making
State law coverage of services by such employees a requirement for
tax credit under the Federal Unemployment Tax Act. A further
requirement js that the States give each of these organizations the
option of reimbursing the State for unemployment compensation
attributable to service with it, in lieu of paying contributions under
the normal tax provisions of State law., This reimbursement method
of financing is, in effect, a form of self-insurance.

It appears that these organizations may have somewhat less than
the average risk of unemployment. While it seems appropriate that
certain of their workers should have protection against unemployment,
your committee believes it is also appropriate that these organizations
should not be required to share in the costs of providing benefits to
workers in profitinaking enterprises. Under the reimbursement
method, a nonprofit organization whose workers experience no com-
pensated unemployment in a year would have no unemployment
isurance costs for that year,

The reimbursement method is now permitted for coverage of State
and local government employees. States have not, however, been able
to extend it to other organizations because of the Federal experience-
rating standards in section 3303 of the Federal Unemployment Tax
Act. Under these standards, the additional tax credit of all employers
in a State would be lost if the State permitted a reduced rate not
based on experience to any ‘‘person.’” Government units are not
“‘persons”’ as defined for this purpose, but nonprofit organizations are.

While broad use of the reimbursement method would destroy the
insurance concept of unemployment insurance, its extension to the
exempt nonprofit organizations could be effected without creating
any problem for the system and appears warranted in light of the
special considerations they customarily receive.

States would not be required to cover all services for all nonprofit
organizations, They could continue to exclude nonprofit organiza-
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ti(])lns which do not employ at least four workers in 20 weeks, and the

following: :

1. Service for a church or for an organization operated pri-
"marily for religious purposes and controlled or supported by a
church or churches.

2. Service by ministers and members of religious orders, if
the services are in the course of their religious duties.

3. Service in educational institutions not institutions of higher
education.

4. Service for institutions of higher education performed by
individuals employed in an instructional, research, or principal
administrative capacity.

5. Service for hospitals, and medical research organizations
operatin% in conjunction with hospitals, by th sicians, dentists,
osteopaths, chiropractors, naturopaths, an éhristian Science
practitioners, and by individuals employed in an instructional

, or research capacity.

6. Service performed by ‘‘clients’ of sheltered workshops.

7. Service performed by an individual receiving work-relief or
work-training in a program assisted or financed by any Govern-
ment agency,

The workers who would be required to be covered are engaged in
performing many activities comparable to those performed by employ-
ees of profitmaking businesses., They are, for example, janitors and
scrubwomen, electricians, carpenters and machinists, clerks and
typists, waitresses, cooks and dishwashers, nurses, orderlies, elevator
operators, accountants and bookkeepers, and individuals in many
other occupations, While they may have somewhat less risk of unem-
ployment than the average presently covered worker, such evidence
as is available indicates that, they do have a real risk of unemployment
and that, therefore, they are in need of insurance against wage loss
from unemployment.

In addition to requiring coverage for certain nonprofit smployment,
your committee’s bill, like the House bill, would require each State to
cover services for State institutions of higher education and State
hospitals, with the same exceptions as are applicable to nonprofit
hospitals and colleges. This State coverage will provide equitable
trentment ns between these institutions and private nonprofit institu-
tions engaged in similar activities.

The coverage provided is only of services which are excluded solely
because they are performed for a nonprofit organization described in
section 501(c)(3) of the Internal Revenue Code of 1954, or because
they are performed for a State or for an instrumentality of one or
more States, Existing provisions of the Federal - Unemployment
Tax Act which exclude services by student nurses and interns, stu-
dents employed by the school they are attending, and services for
less than $50 a quarter are not changed. .

As in the past, States are free to go beyond Federal coverage and
bring under the State law any additional groups the State legislature
considers appropriate. The reimbursement method may be applied
to any organization exempt from the Federal tax by reason of section
3306(c) (8) of the Code and to any State or local government.
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. The resulting increase in State coverage is estimated to be as follows:

TaBLE 2
State hospi-
Nonprofit tals an
organita- institutions
tions of higher
\ education
Number ofemploying unilts. ... . ... iieiiciiaaaaa. 17, 000 1,000
Number of oI ploYees . . . . . e ieeeeieaeanaaaaan 1, 360, 000 500, 000

Source: Department of Labor, Bureau of Employment 8Security.

(5) Ezclusion of students in certain work-study programs.—It has
come to the attention of your committee that there.is a growing
trend in schools and colleges toward requiring a combination of out-
side work experience with formal classroom study. In some of these

rograms, students enrolled at an institution alternaté between
ull-time class study and full-time outside employment on a quarter
or semester basis, In other programs the students spend a portion
of each day or divide their time on a weekly basis hetween classroom
attendance and outside work. These work-study programs are
integrated into the regular school curriculum and form a part of a
formalized full-time educational program.

Students enrolled in these work-study grogmms usually engage in
employment of the type which is covered under the unemployment
compensation system. The wages paid to these students are therefore
subject to the Federal tax under present law. Your committee does
not believe that work which is part of an integrated full-time work-
study curriculum involves the kind of employer-employee relationship
that should be covered by the unemployment insurance system., In
some cases the employer may utilize these students in part as a
contribution toward the operation of the educational program. Your
committee, like the Committee on Ways and Means of the House,
believes that the schools might have more success in persuading em-
ployers to participate in cooperative education plans if the wages paid
to the sudents were not taxable.

For these reasons the bill provides a new exclusion from the defini-
tion of employment in the Federal Unemployment Tax Act applicable
to services of a full-time student in a program which combines aca-
demic instruction with work experience if the institution he attends
certifies to the employer that such service is an integral part of the
work-study program. -

B. ‘Provisions required to be included in State laws

As a condition for approval of a State law and credit against the
Federal tax for a State’s employers, section 3304(a) of the Internal
Revenue Code of 1954 now requires that the State law contain certain
provisions deemed a necessary part of the Federal-State unemploy-
ment insurance system. To the six requirements now set forth in
section 3304(a), the House bill adds several new provisions, éach of
them made necessary by the growth of certain practices and trends
which have developed in the unemployment insurance system. Your
committee agrees with the House as to the desirability of these
new provisions. However, it proposes to amend and improve the
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requirement added by the House bill concerning the application of
State laws to interstate claims and multistate workers,

(1) Requalifying requirement.—The bill would require that, as a
condition for grantingl Federal tax credit, State laws must provide
that an individual who has received benefits during 1 benegt year
be required to have worked since the beginning of that benefit year in
order to qualify for benefits in a succeeding benefit year.

Payment of benefits in 2 successive benefit years following a single
sei)aration from work (the ‘“double dip”’) is a much criticized and illogi-
cal aspect of State benefit formulas. It is made possible by provisions
which, for administrative reasons, provide a lag between the end of the
period used to measure a worker’s past attachment to the labor force
and wage credits for monetary entitlement—the base period—and the
period during which rights based on such wage credits may be used—
the benefit-year. If the lag is long or the qualifying - wages needed for
monetary entitlement are low, the wages or employment in the la
period may be enough to establish a new benefit year and a new perio
of benefit entitlement with no intervening employment. In such
cases, ‘the absence of a special provision requiring employment sub-
sequent to the beginning of a worker’s first benefit year allows a new
period of benefit payments not based upon a new separation from
employment. .

he requirement of intervening employment is met by aboui one-
half of the State unemployment insurance laws, the desired result
beinf achieved either by a special Yrovision requiring intervenin
employment or because little or no lag exists between base perio
and benefit year. Other States would have until January 1, 1969,
to adopt an_appropriate provision.

The bill does not specify how much work is to be required or
whether it has to be in covered employment. Your committee agrees
with the House that these matters should be left to the States. The
amount of requalifying employment required in the ({)resent requalify-
ing provisions of State laws 1s sometimes expressed in dollar terms,
and sometimes as a multiple of the weekly benefit amount. It is not
always limited to covered employment, since this requirement serves a
somewhat different purpose tKan the basic monetary qualifying
requirement,

(}2) Limitation on cancellation or total reduction of benefit rights.—
Your committee’s bill, like the House bill, would, except in cases of
misconduct, fraud or receipt of disqualifying income, such as pension
payments, prohibit the practice, in cases of disqualifications under
some State law provisions, of completely canceling the ‘‘wage credits,”
or base period earnings, on which the monetary entitlement of an
individual is based, or of canceling, or totally reducing, the monetary
entitlement so derived.

This requirement is directed solely to the preservation, in all but
the excepted cases, of some portion of an individual’s monetary en-
titlement for his benefit year, the “‘bank account’’ of benefits against
which, if otherwise eligible, he can draw. The requirement would
affect only those few States which cancel wage credits or totally
reduce benefits, _

The provision would not restrict State authority to prescribe the
conditions under which a claimant would be ‘“otherwise eligible.”
For example, benefits are not now—and would not under the proposal

66-682 0—66—-3
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be-—paid for a week of unemployment unless the claimant were avail-
able for work., Tt would not prevent a State from specifying the
conditions for disqualification, such as, for refusing suitable work, for
voluntarily quitting, for unemployment due to a labor dispute in the
worker’s plant, etc. It would not preclude ‘“duration of unemploy-
ment” disqualifications in which a disqualified claimant is prevented
from drawing compensation unless and until he is reemployed for
some specified period or earns some specified amount, and is again
unemployed for reasons which are not disqualifying. It would not
reclude disqualifications which only postpone the receipt of benefits
or a specified or flexible number of weeks or which, in addition to
the postponement, reduce monetary entitlement by the number of
weeks of the postponement or by a specified amount. , Such reduc-
tions, however, may not be the equivalent of a total elimination of
the original monetary entitlement.

It is recognized that there will be many instances in which the
application of a State disqualification may result in the nonreceipt of
benefits by claimants, A claimant’s failure to obtain new employ-
ment to discharge a “‘duration of unemployment’ type of disqualifica-
tion could have the same end result as a total reduction of benefit
rights even though his “bank account” remained to his credit, and
was not reduced,  Similarly, the application of a disqualification after
n benefit payment series had begun, even if it involved  less than total
reduction of initial monetary entitlement, could nevertheless involve
# total reduction of the remaining monetary entitlement.

Your committee agrees with the House that the disqualification pro-
visions of State laws should be devised so as to prevent benefit pay-
ments to those responsible for their own unemployment, without
undermining the basic objective of the unemployment insurance
system to provide an income floor to those whose unemployment is
beyond their control, Severe disciuuliﬁcations, particularly those
which cancel earned monetary entitlement, are not in harmony with
the basic purposes of an unemployment insurance system., Most
disqualifications under State law provisions are applied for voluntary
terminations without good cause (freqiiently cause must be attribu-
table to an employer), or for refusals of suitable work, Such a situa-
tion may represent an error in judgment on the part of a worker, and
often results from circumstances over which he F\as no control. The
penalty for a disqualifying act should not be out of proportion to the
disqualifying act.

uxcepted from the limitation are disqualifications because of the
individual’s misconduct connected with his work or because of fraud in
connection with a claim for ‘benefits, and reductions in benefits by
reason of the individual's receipt of certain types of income. The
kinds of income which are deducted from an individual’s weekly
benefit consist of employer pensions, social security benefits and work-
men’s: compensation—payments which can be considered as wage loss
replacement. The exception of fraud or work-connected misconduct
does not reflect an expression on the part of your committee as to the
desirability of cancellation of wage credits for these causes. Rather,
like the Committee on Ways and Means of the House, the Committee
on Finance intends merely to apply no special restrictions on State
provisions in these areas.
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(3) Training requirement.—In our complex industrial society,
training in occupational skills has become so important to the employ-
ability of the individual that your committee believes it is necessary
to act to remove those impedimernts to training which remain in our
unemployment insurance system. Less than half of our State unem-
ployment insurance laws permit training of the individual for new
work while he is drawing unemployment benefits, even though
retraining is frequently a necessary prerequisite to the obtaining of
employment, our committee, like the House committee, believes
that the application of the provisions of State laws relating to availa-
bility for work, active search for work, or refusal to accept work should
not be used to discourage benefit claimants from entering training
approved by State agencies. Therefore; the bill would prohibit State
laws from denying benefits for any week because the individual is in
training with the approval of the State agency, or because of the
application to a worker, during a training week, of requirements of
availability for work, active search for work, or refusal to accept. work.
" The individual who is taking a training course which the agency
approves as an appropriate step toward his reemployment has indi-
cated his interest in getting a job, It is not enough to say that benefits
will not be denied solely because the claimant is taking training, if he is
expected to continue to look for work, and to interrupt his training
because of offers of work. The worker may very well not be able to
give proper attention to the training if he must spend part of his
time looking for work, and if he must keep himself in readiness to
quit his course any time a job is offered to him.

While unemployment insurance payments are not intended to be
training allowances, the unemployment insurance system should not
exert financial pressure on & worker to discourage him from accopting
training. The problem does not often arise in training situations
sponsored under the provisions of the Manpower Development and
Training Act, or other Federal laws which provide a training allowance
in lieu of unemployment insurance. Many local, State and Federal
training programs are available, however, to which unemployment
insurance claimants could be referred with advantage to themselves
and to the unemployment insurance system, were it not for the fuct
that their entitlement to unemployment compensation would be
jeopardized or-eliminated,

(4) Inicrstate and multistate requirements.-—Unemployment insur-
ance for multistate workers, or for workers who move from one State.to
another, has, in the past, been handled through voluntary interstate
henefit agreements among the States, including the servicing of claims
and, in some instances, the combining of wage credits. Except for
those instances in which a diversity of State base periods and benefit
years has operated to create inequities for some workers—notably in
construction and entertainment occupations—the system has worked
reasonably well and has enabled the Federal Government to avoid the
necessity of entering the extremely complex field of unemployment
insurance for interstate workers. Present Federal statutes are silent
on this subject.

Recent developments in this ﬁoldmincludzng actual provisions in
the unemployment insurance laws of three States—represent a trend
which, if continued, could undermine the purpose of the interstate
benefit agreements and indeed the Fedeml-gjtate system itself. State
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law provisions which reduce the benefits, of otherwise penalize workers
who reside in States other than the State in which they worked and
earned their right to benefits, are not only inequitable to the individual
claimant and injurious to the proper functioning of the unemploy-
ment insurance system but inhibit a very desirable mobility among
workers on which much of our economic health depends.

A serious defect in the present system of voluntary interstate benefit
agreements, containing undesirable implications for the Federal-State
system, is the method of dealing with the problems of multistate
workers whose wages are subject to the provisions of more than one
State law. States haye tried to deal with this problem through volun-
tary arrangements for combining wage credits in more than one State.
However, several States do not subscribe to such arrangements, and
even those States which subscribe to the agreements require that the
individual’s wages can be combined only if they are in the applicable
base period of the paying State or in that part of the base period of a
transferring State that overlaps the base period in the paying State.
The multiplicity of State base periods and Eeneﬁt years is so great and
their variances so wide that the individual worker often either gets
no benefits at all or a very much lower benefit than he should. The
worst effects and the most frequent incidence of loss of protection
occur among the highly skilled, highly motivated, and highly mobile
workers who work for several employers in several States in the course
of a year, following and seizing employment opportunity whenever
and wherever it occurs, but it also affects many workers who work in
several States for the same employer.,

Your committee believes that Federal action is necessary at this
time. We agree with the House amendment which provides that the
compensation to which a worker is entitled may not be denied or
reduced solely because he files a claim or resides in another State.
In addition, we have added an amendment to require that States
shall participate in wage combining arrangements, approved by the
Secretary ofp Labor, which shall base an individual’s eligibility for
unemployment, benefits and his benefit amounts on all covered wages
earned during the base period of the State under the law of which
he files his claim notwithstanding the fact that contributions on a
Fart. of such wages may have been paid to other States with different
rase periods. This committee amendment makes clear that employ-
ment in a State may not be used more than once to obtain unemploy-
ment compensation.

C. Additional credit based on reduced rate for new employers

State experience-rating provisions have developed on the basis of the
additional credit provisions of the Federal Unemployment Tax Act.
The Federal law up to 1954 allowed employers additional credit for
lower rates of contribution only if the rates wers based on not less
than 3 vears of “experience with respect to unemployment or other
factors bearing a direct relation to unemployment risk.” This re-
quirement was modified in 1954 by an amendment which authorized
the States to extend experience-rating tax reductions to employers
who had not been subject to the State law long enough to have their
rates computed on the normal basis, provided it was based on the
experience they had had, but in no event less than 1 year. Because
of the ways in which ‘‘experience’” is measured under State laws, an



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1066 17

emplover may have been paying taxes for much longer than a year
before he has the required year of experience. Nor do all States
provide for reduced rates based on less than 3 years’ sxperience.

Until an employer hos the period of experience specified in the
State law, he is not eligible for a reduced rate. Consequently, new
employers would have to pay a State tax rate of at least 2.7 percent
(the standard rate is higher than 2.7 percent in some States) on their
taxable payroll durihg the first year or more of coverage under the
program,

At the same time, the average employer with enough experience to
be rated will be paying a substantially lower tax. In order to:lessen
the financial impact of unemployment taxes on new employers, both
the House bill and the committee bill provide that States may assign
reduced rates—but not less than 1 percent—to such employers before
they become eligible for an experience rate. Theé bill does not specify
how much rates are to be determined for such employers, but leaves
this decision to the State legislature. It is not necessary to assign
the same rate to all new employers. For example, the State could
decide to assign new employers the average rate applicable to the
industry in which they are engaged if such rate is not less than 1 per-
cent.

D. Credits allowable to certain employers

Section 3305 of the Federal Unemployment Tax Act, which deals
with employment over which the Federal Government has particular
jurisdiction, provides that a State may apply its unemployment tax to
certain employers (including certain Kederal instrumentalities and
certain maritime employers) if the State meets certain conditions.
These conditions are generally intended to assure that there is no
discrimination against these employers in terms of contributions nor
against their workers in terms of benefits. The present Federal law,
however, contains no enforcement provision for failure to comply with
these conditions.

Insofar as Federal instrumentalities are concerned, your committee
was advised that no State, now or in the past, has failed to provide
the equal treatment prescribed by section 3305 of the Federal Unem-
ployment Tax Act. :

our committee was advised, however, that a problem exists with
respect to maritime workers in at least two States, one of them covering
more than two-thirds of the maritime employment on the Great Lakes.
In this case the State law treats these seamen differently, for benefit
purposes, than other seasonal workers. )

he bill would provide that if the Secretary of Labor finds that a
State law does not meet any of the conditions of section 3305 for a
category of employers, or that in the application of the State law
there has been a substantial failure to comply with any of such condi-
tions the Federal unemployment tax liability of employers in that
category is to be determined without allowance of any tax credit
for taxes paid: by such employers under the law of such State. Your
committee, like the Ways and Means Committee of the House,
recognizes that this condition to the allowance of tax credit is more
limited than the one used for the requirements of section 3304, which
denies all tax credit to all employers in the State. It agrees that the
more limited provision of the bill is appropriate because it would
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deny tax credit for a State tax imposed under conditions contrary to
those specified in the authority to tax which is granted in this section,

The section makes clear that a Secretary’s %nding under this new
subsection is a finding which the State may appeal to the court under
the judicial review procedure established in the bill.

E. Judicial review

The right to judicial review of administrative action is traditional
in our jurisprudence to protect against arbitrary interpretation or
application of the law. Congress has recognized its importance by
enacting, in addition to the judicial review provisions of the Adminis-
trative Procedure Act of 1946, numerous statutes providing speci-
fically for court review of certain of the decisions arrived at by the
agencies that administer statutes providing grants to the States.
Included among these statutes is one enacted in 1965 providing States
an_opportunity to appeal certain determinations of the Secretary of
Heal? , Education, and Welfare under the public assistance provisions
of the Social Security Act. -

Whenever the Secretary of Labor determines that a State law or the
manner in which such law . is administered fails to meet the require-
ments of title IIT of the Social Security Act or the Federal Unemploy-
ment Tax Act, he is required to withhold certification for grants or for
tax credit, as the case may be. Thus, if he acts under title IIT of the
Social Security Act, all funds for administering the State’s employ-
ment security program would be withheld. Similarly, if he acts under
the Federal Unemployment Tax Act, there would be a denial of normal
or additional credit, or both, as the case may be, against the Federal
unemployment tax to the employers in the State involved. Existing
Federal law contains no provision authorizing a State to obtain judicial
review of these decisions of the Secretary.

The bill contains provisions affording the States the right to obtain
judirial review of the findings of the Secretary of Labor which would
result in the denial of certification for payment to a State of costs
of administration or the denial of certifications relating to tax credit
to employers in the State. Such provisions, although different in
some respects from those contained in other statutes, bring title III
of the Social Security Act and the Federal Unemployment Tax Act
in line with other recent enactments of the Congress.

Under the bill, the States may seek judicial review of findings of the
Secretary of Labor by petitioning for such review of the U.S. Court of
Appeals for the District of Columbia or the Federal court of appeals
for the circuit in which the State is-located within 60 days after the
Governor of the State has received notice of an adverse finding by the
Secretary. There is in effect a stay of the Secretary’s action during
the appeal period, but after judicial proceedings have commenged oan
the court may decide whether interim relief is warranted, what sucl
relief should be and the conditions upon which it shall be granted.

The review would go both to questions of law and questions of fact.
Findings of fact by the Secretary, unless contrary to the weight of the
evidence, are to be conclusive, The judgment of the court of appeals
is to be subject to review by the Supreme Court of the United States.
Judicial proceedings are, upon the request of the Secretary or the
State involved, to have a preference on the calendar of the reviewing
court.
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F. Administration i

Your committee agrees with several improvements and technical
amendments in the existing provisions for administration of the
unemployment insurance program proposed by the House bill.

(1) Amounts available for administrative expenditures.—Present law
(section 901(c)(3) of the Social Security Act) puts a ceiling on the
pmr()rti(m of Federal Unemployment Tax Act revenue which is
authorized to be approprinted for State administrative expenses.
The ceiling is expressed us 95 percent of net receipts estimated on
the basis of a Federal tax rate of 0.4 percent.-

Your committee proposes to retain the substance of this provision,
and continue to limit the authorization for financing State administra-
tive costs to 95 percent of the estimated amount of net Federal taxes
collected for administration. To do this, in view of the proposals
in sections 206 and 301 to increase the net Federal tax rate from 0.4
percent to 0.6 percent, and to set aside an adequate amount for financ-
ing the Federal costs of the extended benefits program, requires
modification in the language of title IX, relating to employment se-
curity financing, It is proposed that the administrative grant ceiling
of 95 percent be calculated on the basis of five-sixths of net Federal
Unemployment Tax Act collections at a 0.6-percent rate, with appro-
priate adjustments in 1968 and 1972 when the taxable wage base is
increased. - :

(2) Unemployment compensation research program and training grants
for unemployment compensation personnel.—The bill would direct the
Secretary of Labor to conduct research in the field of unemployment
compensation and related areas, and to provide for training unem-
ployment insurance staff. Appropriations for these purposes are
authorized, ’

(@) Unemployment compensation research program.—While a report-
ing program developed under title II1 of the Social Security Act,
and individual State research programs, provide.significant data about
unemployment compensation, there are & number of areas in which
the state of present knowledge about the unemployment compensa-
tion program throughout the country can be improved.

There is increasing need for information ofi a uniform and coordi-
nated basis, particularly in the area of manpower and income mainte--
nance., The need for such a uniform research program was recognized
in the Temporary Extended Unemployment Compensation Act of
1961 which provided for collecting a substantial amount of information
about the long-term unemployed who benefited under the provisions
of that act.

Your committee agrees with the House that unemployment com-
pensation research should be a continuing, coordinated effort, which
would make it possible to analyze much more adequately than now
the operations and effects of provisions of State and Federal laws.

Accordingly, the bill would authorize; for the fiscal year ending
June 30, 1967 and for each fiscal year thereafter, appropriation of such
sums as may be necessary to carry out the unemployment compen-
sation research program, and to make public promptly the results
of such research.

(b) Training grants for unemployment compensation personnel.—
There is a need for additional training of present staff and adequate
preparation of future staff of the State employment security agencies.
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The need has resulted in part from the number of programs adminis- -
tered by such agencies and in part from the complexity of many of
the provisions of State laws that they administer. Training in the
basic concepts of unemployment compensation needs to be undertaken
or augmented to assure proper and consistent administration and
enforcement. of the State and Federal laws and skills need to be
developed or expanded in the specific procedures to cope with the
heavy flow of day-to-day work. '\

To meet this need, both versions of the bill would authorize appro-
priations to the Secretary for training personnel in the administration
of the unemployment compensation program, amounting to $1 million
for the ﬁsca{)yeur 1967, and such sums as may be necessary for future
years,

From the sums so appropriated, the Secretary is directed to provide,
directly and through gtate agencies or through grants to or contracts
with public or nonprofit private institutions of higher learning, train-
ing for present and prospective unemployment compensation person-
nel. The Secretary may arrange with such institutions of higher
education for special courses or seminars and may establish fellow-
ships or traineeships. The Secretary is authorized to prescribe neces-
sary safeguards to assure repayment of such fellowships or trainee-
ships by individuals who fail after training to serve in the program.

3) Use of certain amounts for payments of expenses o m}r)ninistra-
tion.— Your committee’s bill, like the House bﬁl, would extend for
another 5 years the period during which amounts transferred from
the employment security administration account in the unemploy-
ment trust fund to State accounts, pursuant to section 903 of the
Social Security Act, may be used by the States for payment of expenses
of administration. :

The provision for transferring Federal Unemployment Tax Act
collections in excess of administrative and loan fund needs was en-
acted in 1954, Excess funds were to be distributed at the end of the
fiscal year. Within 5 years after any money was so distributed, it
could be-used for employment security administrative expenses under
certain conditions, including specific State legislative authority. After
that date, it would be used only for benefit purposes.

In 1954, it was anticipated on the basis of past experience that funds
would be credited to the States almost every year. Since then, there
have been several changes in the situation, such as the much greater
increase in administrative costs than in revenue, demands on the loan
fund and the creation of the employment security administration
account which must be built up to a prescribed level before funds can
be credited to the States. Consequently, funds were credited to the
States oaly in the 3 calendar years 1956, 1957, and 1958.: (See
table 3 for State totals of amounts credited.) No additional credits
are anticipated for at least the next several years.
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TaBLE 3.—Amounts credited o State unemployment (rust fund accounts as Reed
Act lax excesses

SE22RERRI TR ERAISINBRESRLTII2SRIR 288

July1,19%8 | July1, 1967 | July1, 1958 Total
Total . oo $33, 376, 030. 98 | $71, 105, 220. 32 | $33, 453, 482. 08 | $138, 024, 733. 38
Albama.. . 363,917, 03 845, 564. 36 401, 081. 58 1, 610, 532. 97
Alaskn. . ... X 97, 760. 37 45, 660. 23 186, 768.
Arfrona. ... .. . . 335, 743,12 171, 030, 31 857, 808,
Arkansas. . 371, 969, 91 173,730, 60 722, 072,
California. - . = ) 6,860, 286.95 | 3,284,316,32 | 13,351, 082,
Colorado. ........ e .. . 538, 035, 84 262, 318. 81 1, 030, 456,
fomeare ) L e |  Lirbemes| it o0
Yelaware .. .. ... .. e . ., , ’ . 3 ),
Distrlct of Columbia . 383,070.63 | _ 176,800, 38 746, 083,
fale S mEd) R i) i
Hawall. I 81, 925. 36 ’ 168, 989, 78 82,714, 65 333, 600,
Idsho.. . ... 0 LIl 87, 633, 81 186, 417, 19 , 837, 360, 888,
Iinols. - .. 2,380,440.20 | 5,075,821,98 | 2,3%0.421.57 | 9,821,602,
Indlwna. ... ..o 974, 221, 47 2,077, 087, 082, 23 4, 003, 503,
Bansas. [ Tt s | amoniee| memeos| Lo
ansas. ... , 064, , 072, s .
Kentucky. . o - 369,689.77 | 769,370, 32 360,825.76 | 1,499, 885,
Mamor ol Rseen| Taeews| Taiesn| “okow
11 1 11 R . N A 3 3
Maraohusetts, .1 SLAZK| LUSTEL®| | SoL63 | 20
Massachusetts...... ... ... .. ......... N y . » y . y . y ', .
wchiga? ............................... 1,847, % 31 :lt 157. % | 1 ggg, 333. 18 ;'g%’ %
Minnesota. . ...... e, : , 546, , 699, X
Mississippi. ... L 163,861.19 | ' 358, 283. 10 171,758, 98 683, 903
Missourl .. ..... ... I 768,936,87 | 1,656,772.00 | . 775,403.45 | 3,201, 112,
Montana. ........................... ... 90, 893, & 210, 684, 17 93, 606, 36 404, 274,
Nevna: ) s | 'mNrm| Ao
New Hampshire 240, 974. 60 112, 437, 32 471,582,
Q’ew Jersey. .. 2, 860, 839, 68 1,337,607, 03 5, 578, 886,
New Mexico. . ... .. X 237, 532, 61 120, 008, 51 487, 104,
New York. ... Ll ) 8,033,008.68 | 4,253,234.46 | 17,430, 422,
North Carolina ... .. ... ... ... ... ... , 1,332,344. 72 017, 333. 45 2, 545, 480,
North Dakota. ... ... .. ... ........ 3 104, 901, 02 61, 053. 47 199, 695,
OMO oo C4,794,370.34 | 2,208,084.35 | 0,344, 523.
8klahomn ----------------------------- s %?. g‘lig g? 3223. ;33 “ }. g&. gg
=101 U Y . , ) . y 3
;:enn&r’ylg;mla .......................... 2,675,381.81 | 5,489,496.77 | 2,543,761.15 | 10,708, 639,
uer! L 1 U [P AP U [PPSR
Rhode Island . . o 446, 436,89 201, 454, 35 841, 434, 43
South Carolina. 601, 349, 74 201,845.83 | 1,179, 068,90
South Dakota. .. 100, 748. 27 51, 204, 00 208, 586, 77
Tennessee....... 1,031, 220, 54 479, 538, 65 1,977,194, 08
Texss. ... ...... 2045,240,12 | 1,412,652.83 | 5,683, 210, 21
Vermont 1T Moo | daiotss| mere| meeme
[ 141+ 1 1 75 Y N 2 N N - . h .
t::rg’lnlxll-l. TSI 477,481.60 | 1,073, 5617.81 515,956,27 | 2,006,085, 68
rginisiands... .. ... ... ... ..., R O G (PP PUPU (PP RPN
g G- T T
(%] FRINIB . . ... .. ... h N A 3 » ) h 3
Wisconsim. 722,623.22 | 1,529,533, 68 704,670.84 | 2,056,827, 74
Wyoming. . ............................ 51, 307, 67 106, 103. 71 49, 507. 02 206, 945. 40

Source: Department of Labor, Bureau of Employment Security.

In 1963, when the 5-year period for the administrative use of credited
funds had expired for 1956 and- 1957 credits and was about to expire
for those of 1958, the period was extended to 10 years. The effect of
the provision in the bill would be to increase the period to 15 years
after funds were credited. '

These credits have been used by the States primarily to construct
buildings for use in the employment security program. By using
these funds, States have been able-to obtain more satisfactory facilities
then would otherwise have been possible. Because these funds spent
for building construction can be repaid from current grants for rental,
they become available again to construct additional buildings, but
only within the period specified.

66-682 0—66——4 .
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(4) Change in certification date.—Under present law, an employer
subject to the Federal unemployment tax 1s allowed to take normal
credit against such tax if the State is certified pursuant to section 3304
(¢) of tlte Internal Revenue Code of 1954, and he is allowed to take
additional credit against his Federal tax if the State law experience-
rating provisions are certified pursuant to section 3303(b) of the code,
Such certifications are made each year on December 31 by the Secre-
tary of Labor to the Secretary of the Treasury. If the Secretary of
Labor fails to make such a certification, employers who pay contri-
butions to the State are not entitled to normal or additional credit,
or both, as the case may be. . ‘

Because of the short lag between the date of certification of State
laws (December 31) and the date the Federal unemployment tax
return is due (the January 31 immediately following), it is most
difficult for the Treasury gepartment, in the event 0? the denial of
certification of any State, to take the steps necessary to give effect to
the denial without seriously burdening taxpayers and the Internal
Revenue Service. Under our self-assessment system of tax collection,
tax credits are claimed by eligible taxpayers on their tax returns.
The return form and the instructions preferably should show the
credits that are allowable. Approximately 2 m(mtgs have been needed
for the printing and distribution of the unemployment tax return.
Your committee has recognized this time schedule in allowing the
States up to November 10 of a taxable year to make the restoration
authorized by the Temporary Unemployment Compensation Act of
1958, with the expectation that the return form will show any credit
reduction resulting from failure of a State to make the restoration.
Your committee believes that there should be effective and reasonable
standby procedures for the denial of tax credits (or for the reduction
of credits where the new benefit requirements are not met) in the case
that any State is not certified. Accordingly, the date for the certi-
fication of State laws will be moved froward from December 31 to
October 31, beginning in calendar year 1967.

Although certifications made on October 31 will attest that the
State has met Federal requirements during the period from Novem.
ber 1 of the preceding calendar year to October 31 of the current year,
the certifications will authorize the allowance of the appropriate tax
credits for the full 12 months of the current calendar year; i.e., for the
period from January 1 through December 31 of the year in which the
certifications are made. For example, if the law of State X is certified
on October 31, 1969, for the period November 1, 1968, to October 31,
1969, employers who paid contributions to State X during calendar
year 1969 would be nuthorized to take an appropriate credit against
their Federal tax for 1969. If the law of State X were subsequently
nmended so that for the months of November and December 1969 it
failed to meet Federal requirements, and if certification were denied
on October 31, 1970, a corresponding tax credit for 1970 would not be
allowable.

(. Benefit requirements

As passed by the House, H.R. 15119 would not have imposed any
requirements on the States as to the level or duration of benefits or the
basic qualification for benefits.

Your committee is convinced, however, that any realistic program
to improve the Federal-State unemployment insurance system must



UNEMPLOYMENT INSURANCE AMENDMENTS OF -1066 23

assure at least a minimum level of benefit adequacy which must
be met by a State for full tax credit for its employers. Moreover,
States which already have taken steps to provide effective programs
for their workers need to be protected by minimum Federal require-
ments which not only assure adequate benefits for unemployed workers
throughout the country, but also preclude unfair interstate tax com-
petition. Conflicting views were presented during hearings on the bill
as to the extent to which the differences in unemployment insurance
taxes actually influence business decisions on the location or expansion
of plants. Despite this conflict in testimony the committee is con-
vinced that the fear of such competition does discourage State legis-
lative action to improve unemployment benefits.

The original and intended purpose of the Keriera! unemployment
tax was to eliminate such fears of interstate competitive tax disad-
vantages as a deterrent to State action, and thus to encourage all
States to enact unemployment insurance laws. A uniform tax (of
3 percent of total wages) was imposed on employers in all States, with
provisions permitting an offset against 90 percent of that tax for
contributions paid (or excused under experience-rating provisions)
under an approved State law. In actual practice, the program has
cost much less than the 2.7 percent of covered payroll as estimated
in the 1930’s.  (The 90 percent credit assured the States of revenues
equal to this estimated average cost.) The combined Federal and
State unemployment tax paid by most employers today is considerabl
less than the nominal current rate of 3.1 percent of taxable payrol{
Moreover, in the absence of any Federal requirements regarding
benefit levels, tax reductions can be obtained in some States by pro-
viding inadequate benefits to the unemployed workers in the State.
Efforts in State legislatures to amend benefit provisions to keep them
abreast of wage hikes are often hampered by the fear that such action
will put employers at a disadvantage in competition with employers
in other States which have not improved their benefits. Congress
should not permit the States to compete with each other to see which
can do the least for their workers. Yet, that is largely the effect of
today’s uncoordinated system.

Your committee believes, therefore, that the establishment of Fed-
eral minimums for the primary factors of program adequacy has .
become an appropriate action for the Federas partner in the unem-
ployment insurance program. Indeed, it has become an essential
nction if the Federal Government is to properly perform its historical
function of insulating the States from each other while establishing
programs of adequate benefits for their unemployed workers.

in fixing these minimum standards the Committée on Finance is
not unmindful of the improvements in benefit amounts and duration
which many State legislatures have recently enacted. The commit-
tee commends these States for recognizing and meeting their respon-
sibilities. However, despite these improvements benefits still lag in
their relationship to wages. We express to the States our hope that
they will continue to upgrade their unemployment compensation
programs and not view the minimum standards set by this bill as
evidencing any congressional determination that they represent. the
optimum  level of unemployment compensation. We urge those
States whose benefit levels alrendy exceed these minimum standards
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not to frustrate our intention to leave the question of benefit ade-
quacy as completely in State control as is consistent with our con-
cept of Federal responsibility. We urge those States whose benefit
levels faull below the minimum standards not to stop when they meet
the new requirements but to conscientiously examine the need for
still more adequate unemployment compensation and to provide the
higher levels they find best suited to their own industrial structure
and economic conditions,

The primary fuctors which determine the adequacy of protection
given by unemployment insurance are the measure of past labor force
attachment required to qualify for benefits, the amount of the weekly
pavment, and the duration of the benefits. The requirements for
each of these factors are set in terms of minimums and equivalents
to continue State freedom in determining how past attachment and
average wages are to be measured, and \\'Tmt, the actual wage replace-
ment is to he when a worker becomes unemployed.

The requirements are not absolutes which a State must meet in
order to participate in the Federal-State program. A State which
provides benefits below these levels will continue to receive Federal
grants for administrative expenses, and its employers will continue
to receive some tax credit for their State taxes. Their credit, however,
will be limited to the actual cost, over a 4-year period, of the benefits
being paid. Stated differently, employers in a State which meets the
requirements would continue to receive the full 2.7-percent credit
against their Federal taxes, even though they might be paying only
1 percent and the State benefit costs averaged only 2 percent. On
the other hand, if the State did not meet the benefit requirements,
the credits of its employers would be limited to its average.cost.
The employer paying a 1-percent rate in a State with an average cost
of 2 percent wonld, thus, continue to get a tax credit higher than the
taxes he actually paid although he would no longer enjoy the full
2.7-percent credit. If the State’s average costs were 2.7 percent, its
employers would get the full Federal credit whether or not the benefit
requirements were met.

Qualifying requirement

The purpose of a qualifying requirement in unemployment insurance
is to limit the program’s protection to regular members of the labor
force, It shou[d be high enough to eliminate workers with insignifi-
cant past employment, without eliminating workers regularly attached
to the labor force who at some time during the last year have been
out of work or have worked in noncovered jobs, The Committee on
Finance believes that 20 weeks of employment in the 1-year base
period, or its equivalent in terms of wages, is a clear indication of
the worker’s past attachment to the labor force. Thus, the bill pro-
vides that no more can be required for a worker to be qualified for
benefits. States which wish to meet special State situations and
qualify workers who have worked less than 20 weeks, or have lower
earnings, may continue to do so. Each State can select for itself the
way in which it will measure past attachment.

Weekly benefit amount

The weekly payment to the unemployed worker is the central fac-
tor of the unemployment insurance program—its reason for being.
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From the beginning of the program the fgoal has been to provide an
unemployed worker with a minimum of half the weekly wages he
earned while he was employed-—except for a small minority of those
with the highest incomes. In 1939, when benefits began, 49 of the
51 existing jurisdictions under the program had maximum weekly
benefits of 50 percent or more of the State’s or territory’s average
weekly wage. (See table 4, p. 26.)

In 1939 the maximum weekly benefit in most States was $15, the
average weekly wage nationally was about $23, and only about 25 per-
cent of the beneficiaries were paid at the maximum. Today these
relationships are vastly altered. The maximum unemployment
henefit is generally less than $50, the national average wage is about
$110, and in October to December 1965 about 42 percent of all claim-
ants, and 59 percent of the men, were eligible for the State maximum.
In 11 States, even a worker earning $80 a week would not receive half
hisown wages. This is demonstrated substantially by table 5, page 28.

Every State now replaces a lower percent of the wage of the average
worker than it did in 1939. This 1s true even when the unemploy-
ment compensation is measured against after-tax earnings of today’s
workers,

Your committee recognizes the differences in State economies and
State wage levels. For this reason the benefit requirement is not
set in terms of a dollar amount to be provided in all States, but rather
us a percentage of the average wage in the State. :

[t requires that each eligible individual who earned the State aver-
age weekly wage or less must be entitled to a weekly benefit which
represents at least 50 percent of his average weekly wage. The
maximum weekly benefit amount can be no less than 50 percent of
the average wage in the State.

There are now 5 States which provide a maximum somewhat
higher than 50 percent of the average wage, and 33 which provide at
lenst some workers with more than 50 percent of their own individual
wage.  Your commitiee commends these States and urges them to
continue to provide more than the minimal protection, and éncourages
other States to join them.

Duration

The goal of the program is to provide benefits for a long enough
period that most claimants will have found new jobs before their bene-
fits are exhausted.

The new requirement in the committee bill under ‘which persons
who have had 20 weeks or more of work in the base year are entitled
to 26 weeks of benefits should greatly reduce the number of unem-
ployed workers who exhaust all their benefit rights while still jobless.
A State which permits workers to qualify with fewer than 20 weeks of
work can provide such workers with a shorter period of protection.
A State which wishes to provide benefits for more than 26 weeks can
limit those extra weeks to workers with more than 20 weeks of work.
Thus the ‘i)rincipal of variable duration of benefits is retained in the
States and at the same time recognition is given to the increasing
Federal responsibility in this area growing out of greater labor mobility
und shifting patterns of employment across State boundaries.
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Maximum Weekly Benefit Amounts Are Relatively Much Lower
Than Earlier Levels
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=MIMUDBDIMIMNNN S R
,///////// %69-59 iz .lmxsﬁ w
//// i3 e m

~ /7////// /M N65°55 = M - X655 m..“.

| ) W X505 = w_nm ..&.....m S %505 .am.
[y o ///////// 510 m

| et %///////// K6E-SE m

| Fioren ///// o i




UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966 27"

There.are two additional reasons for establishing a requirement for
the duration of benefits. If higher weekly benefit payments are re-
quired without a requirement 6n duration, the result may be to provide
workers with the same potential amount of benefits, but pay it in
fewer weeks. The duration requirement prevents the States from
adopting this course of action. Moreover, some consistency in
regular State duration is necessary for satisfactory operation of the
extended benefits program provided by the bill.

H. Federal-State extended unemployment compensation program

(1) Need for the program.—For the most part, our Federal-State
unemployment insurance system is designed to take care of short-term
unemployment. In periods of economic recession, when substantial
numbers of workers in a State or in the Nation experience unemploy-
ment which extends beyond the periods for which they are protected
under State laws, the resulting uncompensated unemployment has
a serious impact not only upon the workers and their families, but on
the purchasing power and economic health of the community in
which they live, and of the entire Nation. )

Twice within the last 8 years, in 1958 and 1961, Congress has
enacted laws that provided for the extension of unemployment com-
pensation on a temporary basis to deal with already existing recessions,
While these programs were beneficial, and helped to offset the effects of
high unemployment on unemployed workers and on the Nation’s
economy, your coramittee, like the Committee on Ways and Means of
the. House, is concerned with the defects inherent in this ad hoc
approach to a problem which experience has shown recurs from time to
time. A program enaeted under the pressure of an emergency situa-
tion, in a recession which has already been underway for some time, is
less effective than a program designed to take effect as soon as the
need arises, and which ends as soon as the need no longer exists.

The Committee on Finance agrees with the House that a carefully
devised reserve program, which would be ‘“triggered in” as soon as
economic conditions warrant and which would end when the need
has passed, is highly desirable addition to the Federal-State unem-
ployment insurance program. Accordingly, we have approved pro-
visions in the House gill which would establish a permanent program
of extended benef'ts in periods of high unemployment for workers
who exhaust their basic entitlement to unemployment compensation.
The Committee on Finance also agrees that extended compensation
should be paid under the provisions of State laws, but unlike the
House, we believe the problems of high unemployment of long
duration in recession conditions cannot be attributed to economic
conditions within a single State and thus can properly be considered
a financial responsibility of the Federal Government. This is the
theory upon wf\ich the 1961 extended benefit program, also financed
fully by the Federal Government, was approved.

i
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TABLE 5.—Entitlement lo mazimum weekly benefit amount (WBA) for new insured -
claimantas,! by sex, by State, Oclober to December 1966

Average Percent of new insured
weekly | Maximum WBA ? claimants entitled to
wage in Minimum maximum basic WBA ¢
covered |. weekly October to December 1965
employ- waﬁe .
Btate ment required
fiscal Percent of| for
year average (maximum All
1965 Amount | weekly WBA 3 |claimants| Men Women
covered
wage
Total................... $107.68 | ... ... 42 59 H
Maxfmum bhaslc WBA of 50
percent or more of average
weekly covered wage:
tkansas. ... ... ... ...... 75. 61 $38 1 50 $76 28 42 10 _
Calffornie. ... .. ....... 122,49 85 53 6135 37 50 4
Colorado. ...~ ... ... 102.36 51 380 84 68 83 19
District of Columbia. ... .. 1090, 04 53 § 50 37 49 18
Hawall..................... 96.13 85 157 104 a1 b4 7
Idaho. .. ... . ... . ...... 44 48 8 5214 94 58 67 6
Towa. .. .. ... ... 98, 07 49 4 50 83 54 73 15
Kansas. ... ... ......... .. 97.88 47 V50 89 . 47 63 14
‘New Hampshire. ... .. ... 90, 10 49 64 Q] 16 28 3
North Carolina............ 81, 69 42 51 ) 7 14 2
North Dakota....._........ 92. 55 46 5 50 90 64 70 7
Rhode Island. ... .......... 93, 30 47-39  50-63 84 43 85 16
............. 80, 33 40 ' 50 78 24 41 11
97.74 48 ' 50 04 54 74 6
90, 34 45 8 50 89 37 59 10
. 108. 06 56 5 5244 111 25 38 2
Wyoming N oM. 11 47 3 60 89 56 73 10
Maximum basic WBA of 40 to
49 percent of average weekly
covered wage:
Alabama... ... . ... ... 90, 71 a8 42 75 587 71 13
Arjzona. ... ... .. ... ..... 104,78 43 41 81 57 70 25
Connecticut................ 114,48 50-78 44-66 9 42 63 12
Delaware............_..... 118. 88 50 42 06 38 54 9
GeorglaZ. ... ._........... #8, 51 38 40 66 42 64 26
Kentucky.. ............... 94,35 40 42 76 46 63 16
Louistana............ .. .. 97. 08 40 41 75 48 57 18
Maryland. __............... 99. 40 48 87 46 62! _ 14
Massachusetts. ... ._........ 102, 58 50-(3) 49-(3) $119 19 35 3
Missourl....._....._......_. 108. 71 845 842 85 41 87 14
Nebraska.._ .....____._._.. 93,51 40 943 70 [i1,] 85 32
New Jersey. .. ... . ........ 116. 96 50 43 99 32 50 8
New York......... ...._.. 118. 24 55 47 109 1031 1047 g
Oregon..................... 100, 05 44 41 (O] 50 74 18
Pennsylvania.............. 104, 85 45 43 86 51 76 13
South Dakota....... ._.... 85,91 38 42 66 a8 7 26
Tennessee.................. 88, 40 38 43 74 M 56 14
Vieginla_...._... ... ... 90, 22 36 40 26 41 )
Maximum bhasic WBA below
40 percent of average weekly R
covered wage:
Alaska. . ... ......_.... 167.91 45-70 2742 3 66 72 28
Florida.. .. 92.71 36 85 (] 27
IMinofs.......... 117. 45 42-70 36-60 | *78-139 410 84 166 41032
Indlana. ... ... .. ... ... 111. 88 40 36-38 ’ 75-81 ‘66 480 439
Malne..................... 87.19 M 1390 () 43 53 20
Michigan. ... . ... ....... 129,97 43-72 33-88 | ¢ 77-130 41 49 {1982 41923
Minnesota... ... .. ... . ... 103. 96 a8 187 O] 86 66 31
Mississippl__... ... .._... e 30 » 58 51 65 32
Montana.............._.... 4. 30 34, ] 66 70 85 25
Nevada. . .. ..._.... ...... 119. 83 41-61 34-51 7 7 83 41
New Mexfoo...._.......... 98, 88 ] 38 68 8 68 2
10, 117,168 42-53 3645 82 70 83 22
Oklahoma.................. 96. 03 2 33 62 47 64 22
e 54.63 20 37 18 85 621 45
1. 97.45 37 38 70 50 63 4
Washington. ........... ... 114.07 42 37 i’) 47 58 16
West Virginia. ... .. s 1085. 44 38 <] U} 42 52 9

! Excludes persons claiming benefits under the programs for Federal amployees and ex-servicemen,

* Maximum WBA payable during October-December 1065, When 2 res aré shown the higher in-
cludes maximum allowances for dependents (in Massachusetts, maximum augmented amount may not
exceed clajmant'’s average weekly wage).

1 Figures shown represent the actual avemxe woekly wage (full-time weekly wage in Colorado) required
by State law to qualify for the maximum W BA or, where applicable, the amount of wages required in highest
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For this reason, and because of the financial burden which would
be placed on States in upgrading their programs to meet the new
benefit requirements added by the committee’s amendments, your
committee believes that the House action, requiring States to bear
half of the costs of extended benefits in recession periods for individuals
unemployed longer than 26 weeks, is not warranted and would impose
extra burdens upon the employers of the affected States. Conscious
as well of the fact that recession conditions result in greatly increased
drains on State unemployment insurance funds for benefits for the
vastly increased numger of individuals in their first 26 weeks of
unemployment, your committee recommends that the permanent
extended benefit program for recession conditions be wholly financed
from the Federal portion of the unemployment tax.

Your committee’s bill provides that, as a condition for any tax
offset under the Federal Unemployment Tax Aect, a State unemploy-
ment compensation law must provide extended unemployment com-

ensation during periods of high unemployment (as defined in the
Bill) to persons who have exhausted their rights to regular compensa-
tion and who have no rights under any State or Federal unemploy-
ment compensation law or any other similar Federal law, such as the
Trade Expansion Act of 1962. The Federal Government would pay
the cost of extended compensation and would reimburse the States
- for the cost of regular compensation they might pay in excess of 26

weeks in a benefit year, to the extent such regular compensation is
paid within an extended benefit period. . ‘

The periods of high unemployment during which extended com-
pensation must be paid are established in terms of the unemploy-
ment situation in an individual Statz, or nationally. Your commit-
tee recognized that a single State may be experiencing problem
unemployment even though the Nation as a whole is not in a period
of high unemployment. But when unemployment and exhaustion
of compensation are high nationally, the extra protection should be
available nationally.

quarter divided by 13 weeks, In 8tates basing weekly benefit on ameunt of innual wages, no figures are
glven owing to lack of comparahbility. i

¢ Excludes dependents' allowances pald as a supplement to the maximum bagic WBA. in Alazka, Con-
necticut, Massachusetts, Nevada, Ohio, and Rhode Island; includes claimants at the maximum for each
lx}n;ily ¢ 388 tm- size in Illinois, Indiana, and Michigan where the maximum WBA varies with the nuinber
of dependents, .

$ Maximum WBA is automatically adjusted annually (semiannuslly in Colorado and Wisconsin) to
the percentage of wages shown; for perfod of this table, District of Columbia and Kansas last adjusted
maximum WBA January 1965 and remaining States in July 1965, based on average weekly wage in covered
employment during 12-month period ending 6 months prior to eflective date.

¢ In Californis and Massachusetts the maximum WBA {sless than ¥4 the minimum weekly wage required
to «wamy for it (representing 48 and 42 percent, respectively).

! Maximum WBA will be adjusted annually to 6634 percent of wages in Hawall and 60 percent in Maine
effective Jan. 2 and Apr. 1, 1968, respectively. The fixed maximum in Minnesota will be raised to about
45 percent of wages July 1, 1966, On those dates, Maine and Minnesota will adopt a benefit formula
relating claimant’s benefit more directly to his weekly wage.

. f Amount reflects the highor of 2 maximum WBA'S payable during the quarter, the higher becoming
cffective Oct. 13 in Missouri and Nov. 18 in Nebraska; percentages shown refleet both maxfmums,

9 The higher of the 2 figures shown represents the average weekly wage required to qualify for the
maximum WBA {ncluding maximum allowances for dependonts,

VW Re reksents percent of beneficlaries (1st payments) at maximum WBA {n Illinois, Michigan, and
New Y Ork. -

NoTE.—A weekly benefit equal to at least half the weekly wage of clalmants who qualify for a benefit
helow the maximum WBA and those who barely qualify for the maximum Is generally accepted by most
States, However, some States provide weekly benefits equal to more than half a claimant’s weekly wags.
The highest proportion of wage loss replaced is in Colorado which compensates for 60 percent of a claimant’s
weekly wage loss up to the maximum WBA followed by Iowa (69 percent); the District of Columbia and
Nebraska (58 percent); and Maryland, Michigan, Rhode Islund, and South Dakota (66 percent)., In
those States and others which componsate for 14 or more, claimants who qualify for the maximum are
generally assured s benefit equal to at least half their wage until their weekly wage {3 more than twice tho
maximum WBA, In all 8tates, claimants whose weekly wage exceeds an amount equal to twice the max{-
mum WBA are compensated for less than hall their weekly wage loss,

66-682 0—86——-0
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(2) Substance of the extended unemployment compensation program.——
Title 1T of your committee’s bill is the Federal-State Extended Un-
employment Compensation Act of 1966,

The requirements as to the amount of extended compensation which
n State must provide, the periods during which it must be provided,
and the other conditions which must be met are spelled out in this
part of the bill. To assure that the Federal-State extended un-
employment compensation program provided by the title is incorpo-
rated into State unemployment insurance laws, and that extended
compensation will be payable by States in periods of either State or
National recessions, adoption of the program is made a condition for
the approval of State laws and credit against the Federal tax for g
State’s employers. This is accomplished by adding & requirement that
a State must enact appropriate legislation as a condition for the
approval of its laws under section 3304(a) of the Internal Revenue
Code of 1954,

The extended unemployment compensation is intended to protect
workers still unemployed and unable to find jobs when their compensa-
tion under the regular unemployment compensation program, includ-
ing the program for Federal employees and ex-servicemen, is exhausted.
The extended unemployment compensation, however, is not intended
to replace payments under other wage-loss programs such as the Trade
Expansion Act of 1962, the Automotive Products Trade Act of 1965,
and the Railroad Unem loB'ment Insurance Act.

In general, an individpua has exhausted his rights under State law
when he has received all the compensation .allowable to him in the
benefit year, or when his benefit year expires and he does not have
the necessary earnings or employment to establish another benefit

ear immediately. For this purpose, an individual is considered to
Kave exhausted his rights if he has received all the compensation
payable on his monetary determination even though an appeal is
pending with respect to other wages. In States which have special
seasonal benefit restrictions, a worker is considered to have exhausted
his benefit rights when he can draw no further compensation during the
off season even though seasonal rights may exist which he can claim
when the season begins. Since extended compensation is generally
payable under the same terms and conditions as regular compensation,
extended compensation based on seasonal wage credits would not be
payable during the off season. If, however, the worker also had
nonseasonal wa%‘e credits on which he could draw compensation during
the off season, he could, if he had exhausted such compensation, be
ﬁaid the appropriate proportion of his extended benefit rights based on

is nonseasonal wage credits.

(3) Individual’s compensation account.—The amount of extended
coml)ensation available to an eligible individual is 50 percent of the
total regular compensation, including dependents’ allowances, payable
to him durinﬁ his benefit year, but not to exceed either 13 times his
average weekly benefit amount or 39 times his average weekly benefit
amount reduced by the regular compensation paid (or deemed paid)
during his benefit year, whichever is the lesser. These limitations, of
course, relate only to the extended benefits paid from Federal funds.
They do not limit in any way a State's freedom to provide more
compensation if it is financed exclusively by the State.
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The weekly benefit amount paid under the extended compensation
program would be equal to the average weekly benefit received by the
\\'()rkfer (including allowances for dependents) before he exhausted his
benefits.

In computing an individual’s total extended compensation amount,
the amount of regular compensation payable is determined before an
reduction of benefit rights by reason of a disqualification, but sucK
reductions are deemed to be regular compensation paid. For example,
if & worker was entitled to 26 weeks of regular compensation but was
given a 6-week disqualification and equivalent reduction in benefit
rights, and then exhausted his remaining 20 weeks, he would have
potential extended compensation of 13 rather than 10 times his regular
weekly benefit amount; he would be considered to have exhausted 26
weeks of regular compensation at the end of the 20-week period of
compensation payments following the 6-week disqualification.,

(4) Extended benefit period.—The periods of high unemployment
during which extended unemployment compensation must be payable
are called extended benefit periods. "An exténded benefit period
begins with the third week after the week with respect to which the
prescribed level of unemployment—described as National or State
“on” indicators—is reached. Such an interval is the minimum period
needed to compile data and determine the rates of unemployment.

Once an extended benefit period begins it must last at least 13
weeks, and no extended benefit period can be started by a State
indicator until 14 weeks after the close of a prior extended benefit
period in such State. Determinations as to the beginning and ending
of extended benefit periods must be published in the Federal Register.

Any individual’s period of eligibility for extended unemployment
compensation is limited to the weeks in his benefit year which begin in
an extended benefit period; if his benefit year ends within an extended
benefit period, and he does not have the necessary wages or employ-
ment to start a new benefit year, the eligibility period also includes the
next 13 (or fewer) weeks which begin in such extended benefit period.
Extended unemployment compensation is not payable to anyone for
a week of unemployment which begins after the end of an extended
henefit period.

“On’ and “off’”" indicators.—An extended benefit period must exist
in all States whenever there is a national “on” indicator. In the
absence of a national “on’’ indicator of high rates of insured unem-
ployment and exhaustions nationally, an extended benefit period in an
individual State can be triggered by the State level of unemployment.

Nationally, there is an “on” indicator when the rate of insured
unemployment, seasonally adjusted, has equaled or exceeded 5 percent
for each of the 3 most recent completed calendar months, and the
number of claimants exhausting their benefits during such 3-month
period totals at least 1 percent of covered employment. As soon as
either of these conditions is not met, the national indicator is ‘‘off.”

This trigger would have provided extended compensation on a
national basis from the last week of March 1958 through February 28,
1959, and from the last week of January 1961 through February 3
1962. (See Table 6, p. 33.) In both instances, these extendec{
payments would have %egun and ended earlier than the payments
which actually became available under the two temporary programs,
Like the House Committee on Ways and Means your. committee
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believes that the earlier availability of the pairments during & period
of high unemployment would be economically advantageous, and
that,l payments after the end of such a period are unnecessary and
costly,

An extended benefit period begins in any State when, for any 13-
consecutive-week perimf,) the insured unemployment rate in the State
was 20 percent or more higher than the average for the corresponding
period of the 2 preceding calendar years, provided the current rate
equaled or exceeded 3 percent of covered employment. The State
trigger would continue to be “on’ as long as both of these conditions
were met. Because the State trigger is based on a comparison of
rates in corresponding 13-week periods in 3 successive years, seasonal
adjustment of the rates is unnecessary. The 3-percent rate is provided
to prevent triggering in situations in which the insured unemployment
rate, while 20 percent or more higher than the average for the same
periods in the preceding 2 years, is nevertheless low and representative
of nonrecession conditions.

In 1958, State “on” indicators would have preceded the national
“on’ indicator in about 43 States. The State indicator would have
remained “on' after the national indicator was “off’”’ in about 14 States
As indicated in Table 6, in 1961, there were about 30 States where the
State “on” indicator would have led the national one, and only 1
where the State period would have remained in effect longer than
the national.

(5) Payments to States.—The Federal Government will pay the
entire cost of the extended unemployment compensation required
under this title out of the proceeds from the Federal portion of the
unemployment tax. To avoid discouraging States from providing
regular compensation for longer than 26 weeks the Federal Govern-
ment will also reimburse regular compensation in excess of 26 weeks
in a benefit year, if such regular compensation is paid during an ex-
tended benefit period.

For example, if a claimant was entitled to 36 weeks of regular com-
pensation and had received 26 of those weeks when the extended bene-
fit period began, he would be entitled to 10 more weeks of regular
compensation, and, if the extended benefit period continued, to 3 weeks
of extended unemployment compensation. The Federal Government
would reimburse t&ne cost of the last 10 weeks of regular compensation
as well as the 3 weeks of extended compensation.

In addition, if a State provides additional compensation to exhaus-
tees in periods of high unemployment or in response to individual
State needs the Federal Government will consider that any such
additional benefits paid for weeks in an extended compensation period
are extended compensation for which the Federal Government will
bear the cost. For example, if State A had been paying additional
compensation under its own program for 6 weeks when an extended
henefit period as defined in this title began, and a worker had exhausted
20 weeks of regular compensation and had received 6 weeks of State
additional compensation hefore the extended benefit period began, the
Federal Government would consider his remaining 4 weeks of State
additional benefits s part of the 10 weeks of Federal extended benefits
otherwise payable. A State-would thus not be penalized for providing
its own program of extended benefits.
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TaABLE 6

EXTENDED BENEFIT PERIODS UNDER TITLE 1 OF M.R. 15118
ESTINATED FOR 19521085
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1 Temperary Unemployment Compentation Act {TUC) extended benefits from June 19, 1999, ta July 1939; Tempotery Katended Unemployment
Compensation Act (TEUC) entended benelits from April 1961 te June 1942,

! Data for Alaska and Hawari (or 1937.60 not available,

-

! Eatendnd benefit period continued to meet 1)oweek minimum requiremnt,

& lw In

! Start of entended benalit period delayed vatil the Ltk week alier ond of prier extended benadit pericd,

SOORCE: STATE COPLOTIINT SECOMNY ACINCHS
BUS-0.L. DUPARINEND O La0n

6) Extended unemployment compensation account.— Your com-
mi(ttzee’s bill deletes thg cg:nrent sectri%))n 905 of the Social Securit Act
(which dealt with the financing of the TEUC program in 1961) and
replaces it with a new section 905 which establishes a new book account
in the trust fund to be called the extended unemployment compensa
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tion account. For fiscal year 1968, one-sixth of the net Federal tax
collections would be transferred to this account from the employment
security administration account; for fiscal years 1969 through 1972,
one fourth would be transferred to this account; and for fiscal years
after 1972, one-third would be so transferred. These amounts
would bhe transferred on a monthly basis. If, on any June 30, the
balance in this account exceeds the greater of $1 billion or an amount
equal to 0.4 percent of all earnings in employment covered by State
unemployment insurance laws, the excess would be transferred to
the Federal unemployment account as of each June 30.

Your committee believes that the building up, in times of prosperity,
of a fund which would be immediately uvaﬁable for expenditure with-
out further legislative action as soon as an economic recession occurs,
is a sound approach to the problem of financing an extended benefits

rogram as well as an extension of the principle upon which our present
‘ederal-State unemployment insurance system is based. The.bal-
ance chosen to be maintained in the fund is based on the application
of the provisions of this title to the experience of previous recession
periods. Since the liabilities of the program are related to wage levels
and past employment levels, flexibility is achieved by setting the
balance at a percentage of total wages paid in employment covered
by State unemployment insurance laws, with $1 billion being consid-
ered as the minimum safe amount. [t is estimated that by June 30,
1968, 0.4 percent of total covered wages would be approximately
$1.06 billion.

Your committee’s bill also authorizes repayable non-interest-bear-
ing advances to the extended unemployment compensation account,
if necessary. The purpose of this authorization for advances is to
provide against the possibility of a recession period occurring before
the fund has been built u)}) to the desired level or extending for a period
long enough to exhaust the account,.

'Fhe bill also changes the existing provision with respect to the
disposition of annual excess Federal tax collections, if any, by provid-
ing that whenever any excess is available from the administration
account, it should be first available to the new extended unemploy-
ment compensation account. Any portion of such excess not needed
to bring the balance in the latter account to the specified statutory
limit would be available, as is now provided, to the I&deml unemploy-
ment account, then to the employment security administration
account, then to repay Federal advances to the new extended un-
employment compensation account, then to repay advances to the
Federal unemployment account, and finally to the State accounts in
the unemployment trust fund.

- (7) Effective dates.—The Federul tax to finance this program will
become payable on wages paid after December 31, 1966, and will
be collectedy in January 1968.

No extended benefit period may begin with a week beginning
before Junuary 1, 1969. The new requirement that a State must
amend its laws to comply with the provisions of this title of the bill
applies to the taxable year 1969 and taxable years thereafter.

1. Financing

The bill provides revenue for the extended unemployment com-
pensation account and additional funds needed for administration of
the employment security program by increasing both the Federal
unemployment tax rate and the portion of the employer’s payroll
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subject to the tax. The rate of the tax under the Federal Unemploy-
ment Tax Act would be increased from the present rate of 3.1 percent
of taxable wages to 3.3 percent effective with respect to wages paid
in calendar year 1967 and thereafter.

The taxable wage base under the act would be increased from the
present base which covers the first $3,000 of wages paid to an indi-
vidual during the calendar year to the first $3,900 with respect to
wages paid in calendar years 1968-71. The first $4,800 becomes tax-
able beginning in calender year 1972, The provision for offset credit
agninst the Federal tax remains unchanged (90 percent of 3 percent;
i.e., 2.7 percent of taxable payroll). Thus, the net Federal unemploy-
ment tax would be increased from the present 0.4 percent to 0.6 per-
cent of taxable wages.

In the case of fiscal year 1968, one-sixth of the net Federal tax (the
equivalent of 0.1 percent of taxable wages) would be deposited in the
newly established “extended unemployment compensatior account”
to provide funds for financing the costs of the extended benefit pro-
gram, The remaining five-sixths of the net Federal tax (the equiv-
alent of 0.5 percent of taxable wages) would provide funds for financing
the administrative costs of the employment security program, Be-
canuse funds derived from the increase in the. taxable wage base to
$3,900 will not become available until the fiscal year 1969, 0.5 percent.
of taxable wages up to $3,000 will be required for finaneing the costs
of administration in fiscal 1968.

For fiscal years 1969 through 1972 three-fourths of the net Federal
tax (the equivalent of 0.45% of taxable wages) will be allocated for
the cost of administration and one-fourth (the equivalent of 0.15%
of taxable wages) will be transferred to the extended unemployment
compensation account. For fiseal year 1973 and thereafter two-
thirds of the net Federal tux (the equivalent of 0.49%, of taxable wages)
will be allocated for the costs of administration and one-third (the
cquivalent of 0.29, of taxable wages) will be transferred to the
extended unemployment compensation account. The annual excess,
if any, of the portion of the tax earmarked for administration over the
amounts actually required for financing the costs of administration
would also be transferred to the extended unemployment compensa-
tion account. The bill also provides for a limitation on the size of
the latter account and for the use of any excess.

There has been a recurring problem in recent-years of providing
ndequate funds for administration of the employment security system
as salaries of State agency personnel and other costs have increased
faster than revenue under the present tax rate and base. When the
Congress last considered this problem, it increased the tax rate from
3 to 3.1 percent beginning with calendar year 1961. Tt now appears
more appropriate to increase both the rate and the base so the impact
of the increase is more equitably spread between higher wage and
lower wage employers.

There 1s an immediate problem of providing adequate funds for the
administration of the unemployment insurance and employment sery-
ice programs in the States. The portion of the tax increase that will
he available for administrative expenses will result in an increase in
the amount that would otherwise be available for fiscal 1968 and
should provide the immediate relief needed.

The longer range problem should not be dealt with solely through an
increase in the tax rate. The present $3,000 taxable wage base has
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not been changed since it was first set in 1939. At that time the effect
of the limitation, which was imposed for the purpose of establishing
the same taxable wage base under the social security and unem-
ployment compensation programs, was negligible, Wages were then
at a level nt which 98 percent of the total payroll of liable employers
was taxable.  As wages have increased without a change in the $3,000
limit, the proportion of employers’ total payrolls which is taxable has
steadily decreased. At present a little more than 50 percent of total
payroll is taxable and many employers are paying a tax on as little
us one-third or one-fourth of their total payrolls, The tax is thus
becoming more nearly a per capita tax than a wage-related payroll
tax. The low-wage employer is contributing disproportionately to
the financing of the administrative cost of tﬁc program.

While your committee wishes to avoid a precipitate increase in the
taxable wage base, it believes that the present V)ase has hecome un-
realistic.  Clonsequently, the bill would provide an increase to $3,900
beginning with calendar year 1968 and another increase to $4,800
beginning with calendar year 1972. The first increase is deferred
until 1968 to provide adequate time for State legislatures to take
approprinte-action to increase the wage base under the State laws and
make other changes in the financing provisions of State laws. The
further increase in the base in 1972 is n recognition of the need to make
the relationship between taxable wages and total wages of workers
subject to the tax more realistic.

he increnses in the wage hase will serve not only to provide needed
funds for administrative financing, but also will inake it possible for
the States to improve their benefit financing. The broadened base
upon which State taxes will be levied should permit a wider range of
rates under State experience-rating provisions while also assuring a
areater year-to-year stability in tax rates.

Because your committee has recommended complete Federal financ-
ing of the extended benefit program, in lieu of the 50-percent reim-
bursement of State costs contained in the House bill, with o increase
in the tax rate proposed by the House, u taxable wage base increase
somewhat greater than that proposed in the House bill is required.

Tavry 7.—Estimaled FUTA collections under H. K. 16119 as amended and under
current provisions, fiscal years 1968-73

[Coliections in millions]

Proposed under H.R. 15119, as amended ?

Taxes Current b
Tuaxable collected law 1 Estimated tax collections
(calendar) durin estimated — N
yeur (Nlscn collec- Wago huso .
yoear) tions ) Currently Newly

Total covered covered
employment lemployment ?

1907.............. 1968 $544 $3, 000 $816 $816 [..............
1968.... ... ... 1960 560 3,900 1,020 Lo |..............
1900 ... ... 1970 872 3,900 1,048 1,088 8
W0............... 1) 584 3,900 1,070 1,082 8
|3 24 D 1972 508 3, 900 1,100 1,002 8
972............... 1973 608 4,800 1,317 1,308 )

g

| Not Federal tax of 0.40 percent on a $3,000 wage base.

1 Net Federsa)l tax of 0.60 percent on specified wage base, beginning with taxable year 1967,

1 Represents taxes from rropond extension of Federal coverage, e’loulve Jan. 1, 1900 (agricultural proc-
essing and change in definition of employee).

Source: Department of Labor, Bureau of Employment Security.
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TauLe 8.—FEstimated FUTA collections under H.R. 16119 as amended allocaled for
financing extended benefit program and employment security administration, fiscal
years 1968-78

UNEMPLOYMENT INQURANCE AMENDMENTS OF 1966

{In millions of dollars)

Amount available for Statutory
financing of— limitation on
Total appropriation
collections at or State
Fiscal year 0.8 percent Employment | administrative
Extended Security grants (95 per-
benefits ! Administra- | cent of col. TII)
tion ?
n (Im (1840 av)
816 136 680 646
1,020 255 765 k1
1,048 262 784 748
1,070 208 802 762
1,100 275 825 84
1,317 439 878 834

! Reyresonts amounts equivalent to 0.1 percent of taxable {mrroll for fiscal year 1068, 0.15 for fiscal years
196972, and 0.2 for f'scal year 1973 and thereafter to be deposited in extended unemployment compensation
account for financing costs of extended benefit program,

1 Represents amotints equivalent to 0.8 gr@ent of taxable payroll for fiscal year 1968, 0.45 percent for
fiscal years 1960-72, and 0.4 for fiscal year 1973 and thereafter for financing Federal and State employment
security ndministrative costs, Annual excess of collections over amounts required for adininistrative ex-
penses to be transferred to extended unemployment compensation account,

Source: Department of Labor, Bureau of Employment Security,

TaBLe 9.—Comparison of estimaled FUTA collections under commillee version and
House version of H.R. 161189, fiscal years 1968-73

(In millions of dollars]

Tax collections at 0.6 percent Amounts available for financing of—
Extended Benefits meloyment Becurity
Fiscal dministration
year (A) (B) Differ-
Com- House | ence (A
mittee bii  |minus B)] (A) (B) Difter- (A) (i) Difter-
bill Com- | House? | ence (A § Com- | Houset | ence (A
mittee ! bill  |minus B)] mitteo bill  |minus B)
bill bill
1908... 816 816 | ......... 136 136 .......... . 680 680 ... ......
1960....... 1,020 840 +180 255 140 +115 765 700 -+85
1970....... 1, 046 1,092 ~48 262 182 480 ™4 910 -126
173 D 1,070 1, 116 —~46 208 186 182 802 930 -128
1972....... 1,100 1,146 ~46 28 101 84 828 958 -130
1973... 1,317 1,236 +81 430 206 +-233 878 1, 030 —-152

' Reyresents amounts equivalent to 0.1 percont of taxable m-ron for fiscal year 1068, 0.15 for fiscal years
1969-72 and 0,2 for fiscal year 1973 and thereafter to be deposited in extended unemployment compensation
account for financing costs of extended benefit prograin,

1 Represents amounts equivalent to 0.1 percent of taxable payroil to he de%o:ited in extended unemploy-
ment compensation account for financing Federal share of costs of extended benefit progsam’ -

! Represents amounts equivalent to 0.5 percent of taxable pngro!t for fiscal year 1068, 0.45 percent for
fiscal yoars 1069-72 and 0.4 for fiscal year 1973 and thereafter for financing Federal and State employinent
security udministrative costs. Annual excess of collections over amounts required for administrative ex-
jenses to he transferred to extended unomployment compensation aceount,

¢ Represents amounts equivalent to 0.5 percent of tazable payroll for financing Federal and State employ -
ment security administrative costs. Annual excess of collections over amounts required for sdministrative
expenses to be transferred to extended unemployment compensation account,

Source: Department of Labor, Bureau of Employment Security.

86-682 O—48——6
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- V. SECTION-BY-SECTION EXPLANATION OF THE BILL

The first section contains a short title of the bill—the “Unemploy-
ment Insurance Amendments of 1966.” The remainder of the bill is
divided into three titles, title I being divided into several parts, as
follows:

Title I-—In General.
Part A— Coverage.
Part B-- Provisions of State Laws.
Part C-—Judicial Review.
Part D--- Administration.,
Part E— Benefit Requirements.
Title 11-- Federal-State Extended Unemployment Compensa-
tion Program.
Title ITT-- Financing.

TITLE I--IN GENERAL
PART A--COVERAGE
SECTION 101, DEFINITION OF EMPLOYEE

Subsection (a) of section 101 of the bill amends section 3306(i) of the
Internal Revenue Code of 1954 (relating to the definition of employee).

Under existing section 3306(i) the term “employee’” includes an
officer of a corporantion but does not include an individual (exclusive
of any such officer) who, under the usual common law rules relating
to the employer-employee relationship, has the status of an inde-
pelndent, contractor or 1s not an employee under such common law
rules,

New gection 3306(i) provides that for purposes of the Federal
Unemployment Tax Act the term “employee’’ has the meaning
assigned to such term by section 3121(d) of the Federal Insurance
Contributions Act except that subparagraph (B) (relating to full-time
life insurance salesmen) and subparagraph (C) (relating to certain
homeworkers) of section 3121(d)(3) are not to apply. Thus, except
in the case of full-time life insurance salesmen and homeworkers who
are included as employees for purposes of the Federal Insurance Con-
tributions Act solely by reason of section 3121(d)(3) (B) or (C) of the
code, the same individuals will be employees for purposes of both
the Federal Insurance Contributions Act and the Federal Unemploy-
ment Tax Act. :

Section 3121(d), in paragraphs (1), }2), and (3) thereof, provides
three separate and independent tests for determining who are em-
Lxloyees. If an individual is an employee under any one of the tests,

e 1s considered an employee whether or not he is an employee under
any of the other tests.

Paragraph (1) of section 3121(d) provides that any officer of a
corporation is an employee. Under paragraph (2) of such section
the term “employes’’ includes any individual who, under the usual
common law rules applicable in determining the employer-employee
relationship, has the status of an employee.

Under paragraph (3) of section 3121(d), individuals in four specified
groups who are not employees under the usual common law rules
are employees for purposes of the Federal Insurance Contributions
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Act if the conditions described below are met. The four groups
involved are—

(A) Agent-drivers or commission-drivers who are engaged in
distributing meat products, vegetable products, fruit products,
bakery products, beverages (other than milk), or laundry or
drycleaning services, for their principals.

(B) Full-time life insurance salesmen.

(C) Certain home workers.

(D) Certain traveling and city salesmen.

New section 3306(i) expressly provides that in determining who
arec employees for purposes of the Federal Unemployment Tax Act,
subparagraphs (B) and (C) of section 3121(d)(3) shall not apply.
Accordingly, new section 3306 (i) makes no change, for purposes of the
Federal Unemployment Tax Act, in the status of full-time life in-
surance salesmen and home workers. Such individuals are employees
under new section 3306(i) only if under the usual common law rules
applicable in determining the employer-employee relationship they
have the status of employees.

Your committee has considered the appropriate treatment of
insurance salesten. Under section 3306(c)(14), the unemployment
tax does not apply to commissions earned by insurance salesmen if pay-
ment for their services is ‘‘solely by way of commission.” our
committee believes this provision to mean that insurance salesmen’s
commissions will not be made taxable merely because of the receipt
of remuneration which itself would not be subject to the unemploy-
ment tax, such as group term life insurance. - As so interpreted, this
wprovision reflects the intent of Congress in enacting it and does not
require amendment. .

An individual is included in the category of a traveling or city
salesman only if he is engaged upon a full-time basis in the solicitation
on behalf of, and the transmission to, his principal (except for side-
line sales activities on behalf of some other person) of orders from
wholesalers, retailers, contractors, or operators of hotels, restaurants,
or other similar establishments for merchandise for resale or supplies
for use in their business operations. =

The mere fact that an individual is an agent-driver or commission-
driver or a traveling or city salesman does not in itself make such
person an employee under new section 3306(1) of the code. In order
for an indivi ua{ to be an employee under paragraph (3) of section
3121(d) the following prescribed conditions must also be met:

(1) The contract of service must contemplate that substantiall
ulllof the services are to be performed personally by such individ-
ual,

(2) The individual must not have a substantial investment in
facilities used in connection with the performance of the services
(other than the investment in facilities for transportation).

(3) The services must be part of a continuing relationship
with the person for whom the services are performed and not
be in the nature of a single transaction.

Subsection (b) of section 101 of the bill makes a technical amend-
ment to section 1563(f)(1) of the code (relating to surtax exemption
in case of certain controlled corporations) by changing the section
reference in the definition of the term ‘“‘employee’’ from section 3306 (i)
to paragraphs (1) and (2) of section 3121(d). Thus, the term ‘‘em-
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ployee’ for purposes of section 1563 means any officer of a corpora-
tion or any individual having the status of employee under the usual
common law rules applicable in determining the employer-employee
relationship. )

Subsection (c) of -section 101 of the bill provides that the amend-
ment made by subsection (a) of section 101 is to apply with respect
to remuneration paid after December 31, 1968, for services performed
after such date.

SECTION 102. DEFINITION OF ‘‘AGRICULTURAL LABOR"

Subsection (a) of section 102 of the bill amends section 3306 (k)
of the Internal Revenue Code of 1954 (relating to the definition of
“agricultural labor”). :

New section 3306(k) provides that for purposes of the Federal
Unemployment Tax Act the term “agricultural labor’’ has the meaning
assigned to such term by section 3121(g) of the Federal Insurance
Contributions Act with an exception discussed below.

Section 3306(k) of existing law contains four numbered paragraphs.
Paragraph (1) relates to service performed on a farm, in the employ
of any person, in connection with cultivating the soil or in connection
with raising or harvesting any agricultural or horticultural commod-
ity, including the raising, shearing, feeding, caring for, training, and
management of livestock, bees, poultry, and fur-bearing animals and
wildlife. Paragraph (2) relates to service performed in the employ
of the owner, tenant, or other operator of a farm in connection with
the operation, management, conservation, improvement, or mainte-
nance of such farm and its tools and equipment, or in salvaging timber
or clearing land of brush and other debris left by a hurricane, if the
mu{or portion of the service is performed on a farm. Paragraphs (1)
and (2) of section 3121(g) of the code (to which new section 3306(k)
refers) are the same as paragraphs (1) and (2) of existing section
3306(k). Therefore, new section 3306(k), by reference to section
3121(g), continues without change the provisions of law contained in
paragraphs (1) and (2) of existing 3306(k). ]

Paragraph (3) of existing section 3306(k) includes as agricultural
labor the following services even though not performed on a farm:
Services perfnrme& in connection with the production or harvesting of
maple sirup or maple sugar or any commodity defined as an agricul-
tural commodity in section 15(g) of the Agricultural Marketing Act, as
amended, or in connection with the raising or harvesting of mush-
rooms, or in connection with the hatching of poultry, or in connection
with the ginning of cotton, or in connection with the operation or
maintenance of ditches, canals, reservoirs, or waterways used exclu-
sively for supplying and storing water for farming purposes.

Paragraph (3) of existing section 3306(k), although comparable in
many respects to paragraph (3) of section 3121(g), includes as agri-
cultural labor certain services which do not constitute agricultural
labor under section 3121(g)(3). Paragraph (3) of section 3121(g)
includes as agricultural labor only services performed in connection
with the production or harvesting of any commodity defined as an
agricultural commodity in section 15(g) of the Agricultural Marketing
Act, as amended, or in connection with the ginnin? of cotton, or in
connection with the operation or maintenance of ditches, canals,
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‘reservoirs, or waterways, not owned or operated for profit, used
exclusively for supplying and storing water for farming purposes.
Thus, new section 3306(k) will exclude from the definition of agricul-
tural labor services performed in connection with the production or
harvesting of maple sap, or in connection with the raising or harvesting
of mushrooms, or in connection with the hatching of poultry, unless
" such services are performed on a farm (as defined in section 3121(g)).
Accordingly, services performed in connection with the operation of a
hatchery, if not operated as part of a poultry or other farm, will be
covered employment.

Paragraph (4) of existing section 3306(k) includes as agricultural
labor service performed in the handling, planting, drying, packing,
packaging, processing, freezing, grading, storing, or delivering to
storage or to market or to a carrier for transportation to market, any
agricultural or horticultural commodity, provided such service is
performed as an incident to ordinary farming operations or, in the case
of fruits and vegetables, as an incident to the preparation of such
fruits and vegetables for market. Thus, under existing section 3306 (k),
service of the prescribed character performed with respect to fruits or
vegetables in the employ of any person constitutes agricultural labor,
provided such service is performed as an incident to the preparation
of such fruits or vegetables for market; and such service with respect
to aull other agricultural or horticultural commodities constitutes
agricultural labor, if the service is performed as an incident to ordinary
farming operations. -

Paragraph (4) of section 3121(g) relates to the same type of services
as are referred to in paragraph (4) of existing section 3306 (k) but ap-
plies different tests for determining whether services of the prescribed
character constitute agricultural labor. Under paragraph (4)(A) of
section 3121(g), the term ‘“‘agricultural labor” incluges service per-
formed in the employ of the owner-operator, tenant-operator, or other
operator of a farm in handling, planting, drying, packing, packaging,
processing, freezing, grading, storing, or delivering to storage or to
market or to a carrier for transportation to market, any agricultural
or horticultural commodity in its unmanufactured state, provided such
operator produced more Lﬂan one-half of the commodity with respect
to which such service is performed. Such paragraph (4)(A) contains
three tests for determining whether certain services constitute agri-
cultural labor; namely, the status of the person for whom the service
is performed, the state of the commodity with respect to which the
service is gerformed, and the extent to which such commodity was .
produced by the operator in whose employ the service is performed.
To constitute agricultural labor under such paragraph (4)(A), the
service must be performed in the employ of the operator of the farm.
Further, service of the prescribed character with respect to an agri-
cultural or horticultural commodity constitutes agricultural labor
only if the service is performed with respect to such commodity
in its unmanufactured state. In addition, where service of the pre-
scribed character is performed in the employ of the operator of a farm,
such service does not constitute agricultural labor unless such operator
produced more than one-half of the commodity with respect to which
the service is performed.

Paragraph {4)(B) of section 3121(g) relates to services described in
paragraph (4)(A) of such section which are performed in the employ
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of a group of operators of farms (other than a cooperative organiza-
tion). nder new section 3306(k), paragraph (4)(B) of section
3121(g) is inapplicable in determining whether services constitute
ricultural labor for purposes of the Federal Unemployment Tax Act.
owever, under new section 3326(k) services described in paragraph
(4)(A) of section 3121(g) wlich are performed in the employ of a
group of operators of farms (cr a cooperative organization of which
such operators are members) constitute agricultural labor for purposes
of the g‘ederal_ Unemployment Tax Act if the service is performed with
respect. to an agricultural or horticultural commodity in its unmanufac-
tured state and the group of operators (or, in the case of a cooperative
organization, the operators who are members) produced more than
one-half of the commodity with respect to which the service is per-
formed. For this purpose u cooperative organization is to be treated
as such whether or not it is incorporated and whether or not it is a
farmers’ cooperative exempt from income taxation under section 521
of the code.

Subparagraph (C) of paragraph (4) of section 3121(g) provides in
effect that service of the prescribed character performed in connection
with commercial canning o commercial freezing or in connection with
any agricultural or horticultural commodity after its delivery to a
terminal market for distribution for consumption does not constitute
agricultural labor under subparagraph (A) or (B) of such paragraph
(4). Existing section 3306(k)(4) contains a similar provision.

Paragtaph (5) of section 3121(g) includes as agricultural labor
service not in the course of the employer’s trade or business or domes-
tic service in a private home of the employer, if such service is per-
formed on a farm operated for profit.

As used in existing section 3306(k), the term ‘‘farm” includes stock,
dairy, poultry, fruit, fur-bearing animal, and truck farms, plantations,
ranches, nurseries, ranges, greenhouses, or other similar structures
used primarily for the raising of agricultural or horticultural com-
modities, andv orchards. The term “farm’’ is similarly defined in
section 3121(g).

Section 102(b) of the bill provides that the amendment made by
section 102(a) is to apply with respect to remuneration paid after
December 31, 1968, for services performed after such date.

SECTION 108. STATE LAW COVERAGE OF CERTAIN EMPLOYEES OF NON-
PROFIT ORGANIZATIONS AND OF STATE HOSPITALS AND INSTITUTIONS

OF HIGHER EDUCATION

Section 103 of the bill amends section 3304(a) of the Internal
Revenue Code of 1954 by inserting a new paragraph (6) providin
that to be approved (for purposes of the credits against the Federa
unemployment tax) a State law must cover certain employees of
nonprofit organizations and State hospitals and institutions of higher
education,

Subparagraph (A) of the new paragraph (6) requires the State law
to provide for payment of unemployment compenstaion on the basis
of service to which new section 3310(a)(1) of the code (added by
sec. 103(b)(1) of the bill) applies in the same amount, and on the
same terms and conditions as other service covered by such law.
Subparagraph (B) requires the State to permit benefit-retmbursement
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payments (in lieu of “contributions’”) into the State unemployment
fund with respect to the service covered by this provision.

New section 3304(a)(6) requires a State law, as a condition of
approval for tax credit under section 3304, to provide for payment of
unemployment compensation, on the basis of service by certain
employees of nonprofit organizations and State institutions of higher
education and hospitals, under the same conditions of eligibility,
benefit amount, etc., as State law provides for other covered services.
It also requires the State to permit the nonprofit organization to
elect to make payments on a reimbursement basis rather than paying
the State unemployment tax required of other employers. No
Fedlemll)'%fx is imposed on the employment covered under this section
of the bill.

Subsection (b)(1) of section 103 of the bill adds a new section 3310
to chapter 23 of the code to define State law coverage requirements
for purposes of section 3304(a)(6).

Section 3310(a)(1) describes the required coverage as (A) service
excluded from the term ‘““employment” for purposes of the Federal
tax solely because it is performed in the employ of a religious, chari-
table, educational or other nonprofit organization described in.section
501(c)(3) of the code which is exempt from income tax under section
501(a) of the code; and (B) service performed in the employ of a
State or instrumentality of one or more States for a hospital or insti-
tution of higher education if such service is excluded solely by reason
of paragraph (7) of section 3306(c) of the code. Coverage under
subparagraph (B) does not extend to employees of political sub- -
divisions of a State (or to instrumentalities of such subdivisions).

Section 3310(a)(2) requires State law to permit the nonprofit
organizations, or groups of such organizations, to elect (for such min-
imum period and at such time as may be prescribed by State law) to
make payments in lieu of contributions into the State unemployment
fund equal to the amont of unemployment compensation attributable
to service covered by new section 3310(a)(1)(A). It authorizes a
State to provide safeguards (such as a requirement that bond be
furnished) to insure that such payments will be made.

Section 3310(b) excludes the following services from coverage under

section 3310:
- (1) Service performed in the employ of (A) a church or convention
or association of churches or (B) an organization operated primaril
for religious purgoses and operated, supervised, controlled, or princi-
pally supported by a church or convention or association oi churches,

This paragraph excludes services of persons where the employer is
a church or convention or association of churches, but does not exclude
certain services performed for an organization which may be religious
in orientation unless it is operated primarily for religious purposes and
is operated, supervised, controlled, or principally supported by a
church (or convention or association of churches). Thus, the services
of the janitor of a church would be excluded, but services of a janitor
for a separately incorporated college, although it may be chutch re-
lated, . would be covered. A college devoted primarily to preparing
students for the ministry would he exempt, as would a novitiate or a
house of study training candidates to become members of religious
orders. On the other hand, a church-related (separately incorporated)
charitable organization (such as, for example, an orphanage or a home
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for the aged) would not be considered under this paragraph to be
operated primarily for religious purposes,

(2) Service performed by ministers of churches in the exercise of
their ministry and members of a religious order in performing the
duties required by such order.

(3) Service performed in the employ of educational institutions
other than institutions of higher education.

Paragraph (3) excludes coverage of educational institutions below
the level of colleges, universities, junior colleges, and similar institu-
tions. The test of an institution of higher education generally would
be whether the applicants for admission are required to have a high
school education or the equivalent, and whether the institution’s
courses are accepted for credit toward a degree at other institutions
of higher education, Thus, all primary and secondary schools and
most preparatory schools would be excluded.

(4) Service performed in the case of institutions of higher education
by individuals employed in an instructional, research, or principal
administrative capacity.

Services by the faculty of covered institutions of higher education
are excluded by paragraph (4), as well as services by persons employed
by such institutions in a research capacity. Thus, for example, a
person directing a research project and those of his staff engaged
directly in performing the research are excluded, although service of
other. employees, such as an electrician engaged in wiring a project
under the direction of a researcher, is covered. Paragraph (4) also
excludes services performed by an individutl emPloyed by such an
institution in a principsl administrative capacity. This would exclude
not only the o%cers of the institution such as the president and the
board of directors but also other individuals who do not have title as
officers of the institution but who serve in a principal administrative
capacity. The services performed by the individual rather than the
title he holds should deterine whether or not he is excluded. Neither
providing a -title nor withholding it should affect the exclusion.
Ordinarily, it would apply to business managers, deans of a college,
deans, associate deans, university relations directors, controllers,
development officers, chief librarians, assistant librarians, and regis-
trars, if they perform principal administrative functions. The exclu-
sions under paragraph (4) apply whether the institution of higher
education 1s a nonprofit or a State institution.

(5) Service performed in the case of a hospital (or certain medical
research organizations) by a physician, dentist, osteopath, chiro-
practor, naturopath, or Christian Science practitioner, or in an
instructional or research capacity.

The f?amgrap'}x (5) exclusion applies whether the hospital is a
nonprofit or State institution. :

(6) Service performed in a facility conducted for the purpose of
carrying out a program of (a) rehabilitation for individuals whose
earning capacit{ is impaired by age or physical or mental deficiency
or injury, or (b) providing remunerative work for individuals who
because of their impaired physical or mental capacity cannot readily
be absorbed in the competitive labor market. g‘he exclusion applies
only to the services performed by an individual receiving the reha-
bilitatiou or remunerative work under the program.
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(7) Service performed as part of an unemployment work-relief or
work-training program assisted or financed in whole or in part by an
Federal agency or an agency of a State or political subdivision thereof.
The exclusion applies only to services performed by an individual
receiving the work relief ¢r work training.

Section 3310(c) excludes from the new section 3310 service per-
formed in the employ of nonprofit or%anizations which during the
calendar year do not employ, on each of 20 days each day in a differ-
ent calendar week, four or more individuals.

Section 3310 relates to requirements which the State law must meet.
Federal law does not prohibit any State from extending coverage on
a broader basis,

Section 103(c) of the bill amends section 3303 of the code by adding
a new subsection (e) which permits a State to permit nonprofit
organizations described in section 501(c)(3) of the code, both those
required to be covered and those which the State may cover if it
wishes, to elect (in lieu of paying contributions) to pay into the
State fund amonunts equal to the unemployment compensation attrib-
utable under the State law to service performed in the employ of such
organizations. The State law may provide that a group of the
described organizations may elect the reimbursement method with
respect to service in the employ of the members of the group.

ection 103(d) of the bill provides effective dates. Subsections (a)
and (b), which relate to State law requirements, apply with respect
to certifications of State laws for 1969 and sui)sequent years, but
only with respect to service performed after December 31, 1968.
Subsection (c), which relates to the permissive reimbursement method
of payment, takes effect January ‘1, 1967. Thus, it will apply to
1967 and subsequent years.

SECTION 104. STUDENTS ENGAGED IN WORK-STUDY PROGEAMS

Subsection (a) of section 104 of the bill amends paragraph (10) of
section 3306(c) of the Internal Revenue Code of 1954 (relating to the
definition of employment) by adding a new subparagraph (C). New
subparagraph (8) excepts from the term ‘“‘employment’’ service per-
formed by an individual who is enrolled at a college, high school, or
other educational institution (within the meaning of section 151(e)(4)
of the code) as a student in a full-time program, taken for credit at
such institution, which combines academic instruction with work ex-

erience, if such institution has certified to the employer, as defined
in section 3306(a) of the code, that such service is an integral part of
such program. .

Although such service need not tie in directly to the academic in-
struction portion of the program, it must constitute part or all of the
required work experience portion of the program and the institution
must certify to the employer, that the service is an integral part of
that program. This new exciusion applies only to work-study pro-
grams in which a student spends a substantial portion of his time
receiving instruction. - L

Subsection (b) of section 104 of the bill provides that the amend-
ment made by subsection (a) of section 104 is to apply with respect
to remuneration paid after December 31, 1966.
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Part B—ProvisioNs oF STATE Laws
SECTION 121. PROVISIONS REQUIRED TO BE INCLUDED IN STATE LAWS

Section 121(a) of the bill amends section 3304(a) of the Internal
Revenue Code of 1954 to add new paragraphs (7), (8), (9), and (10)
which require new provisions to be included in State laws if they are
to be certifiable under section 3304(c).

Under new paragraph (7), the State law must provide that an
individual who has received compensation during his benefit year
must have had work since the beginning of such year in order to qualify
for unemployment compensation in his next benefit year. The State
law is to specify how much work he must have had and whether or
not it had to be in covered employment. ‘

Under new paragraph (8), the State law must provide that com-

ensation slmll not be denied to uny individual by reason of cancel-
ation of his wage credits or total reduction of his benefit rights for
any cause other than discharge for misconduct connected with his
work, fraud in connection with-a claim for unemployment compensa-
tion, or receipt of disqualifying income (such as receipt of a pension).
'This provision would not prevent a State from postponing or reducing
an individual’s rights for such causes as voluntary quit or refusal of
suitable work so long as the disqualification did not cancel his wage
credits or totally reduce his benefit rights. Thus a State could post-
pone benefits for a fixed period (e.g., 6 weeks), for a flexible period
(e.g., 4 to 10 weeks), or for the duration of the worker’s unemployment.
and until he had returned to work and earned a specified amount of
money. Similarly, a State law may provide for a reduction of the
worker’s benefit rights but not for a total reduction of such rights.
This paragraph does not affect other requirements, such as the re-
quirement that to receive compensation for a week of unemployment
tﬁxe'ihdividlml must be available for work.

Under paragraph (9), the State law must provide that unem-
ployment compensation shall not be denied to an individual for -
any week because he is in training with the approval of the State
agency, or because of the application, to any such week in training,
of State law provisions relating to availability for work, active search
for work, or refusal to accept work. Denial of compensation for
causes other than those specified is not prohibited by this provision,

Under paragraph (10)(A), the State law must provide that compen-
sation shall not be denied or reduced to an individual solely because
he files a claim in another State or because he resides in another State
at the time he files a claim for unemployment compensation.

Under paragraph (10)(B), the State law must provide for partici-
pation by the State in arrangements for combining employment or
wages in more than one State, approved by thae Secretary of Labor,
and for basing the individual’s eligibility for benefits, his weekly
benefit amount and the maximum benefits payable to him, under any
such arrangement, on his employment or wages (wage credits) in the
base period of the paying State (a State under whose unemployment
compensation law the individual has filed a claim for benefits and in
which he has base period wage credits insufficient to entitle him to any
benefits or to less than maximum annual benefits), whether or not
they are in the base period of a transferring State (a State, other than
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the paying State, in which the individual has insufficient wage credits
to qualify for benefits, and which transfers to the I;laying State a
record of such individual’s wa%:a credits, any part of which is used by
the paying State to determine the individual’s rights under the arrange-
ment). age credits that have been used in the computation of an
individual’s benefit rights in a transferring State may not thereafter
be transferred to a paying State. Simi]arlg, wage credits that have
been transferred to a paiing State and used under a wage combining
arrangement may not thereafter be available for use in the trans-
ferring State. -

Under section 121(b) of the bill, these new requirements of State
law take effect January 1, 1969, and apply to the taxable year 1969
and subsequent taxable years.

SECTION 122. ADDITIONAL CREDIT BASBED ON REDUCED RATE FOR NEW
EMPLOYERS )

Section 122(a) of the bill amends section 3303(a) of the code to
permit a State law to assign reduced rates (not less than 1 percent)
to new employers on any basis the State deems appropriate until such
employers have been subject to the State law for a period of time
sufficient to compute on a 3-yeny hasis the reduced rates permitted
by paragraphs (1), (2), or (3) of section 3303(a).

Section 122(b) provides that this amendment applies with respect
to taxable years beginning after 1966.

SECTION 128. CREDITS ALLOWABLE TO CERTAIN EMPLOYERS

Section 123 of the bill adds a new subsection (j) to section 3305 of
the code. The new subsection (j) provides that any person required
(pursuant to a permission granted by sec. 3305) to make contributions
to an unemployment fund under an approved State law is not to be
entitled to the credits permitted, with respect to the unemployment
compensation law of a State, by subsections (a) and (b) of section
3302 against the tax imposed by section 3301 for any taxable year
after 1967, if, on October 31 of such taxable year the Secretary of
Labor certifies to the Secretary of the Treasury his finding, after
reasonable notice and opportunity for hearing to the State agency,
that the unemployment compensation law of such State is inconsistent
with any one or more of the conditions on the basis of which such
permission is granted or that, in the application of the State law with
respect to the 12-month period ending on such October 31, there has
been a substantial failure to comply with any one or more of such
conditions. For purposes of section 3311 of the code (judicial review),
a finding of the Secretary of Labor under new section 3305(j) is to be
treated as a finding under section 3304(c) of the code. ;

Parr C—dJubiciaL REviEw
SECTION 181. JUDICIAL REVIEW

Section 131(a) of the bill amends title III of the Social Security
Act by adding a new section (sec. 304) which provides for judicial
review of findings by the Secretary of Labor under section 303 of
such act which would result in his failure to certify a State for pay-
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ments with respect to the administration of the State law under sec-
tion 302 of the Social Security Act. The State may, within 60 days
after notice to the Governor of the State of the Secretary’s action,
file a petition for review of such action in either the U.S. court of
appeals for the circuit in which such State is located or with the U.S,
Court of Appeals for the District of Columbia. The clerk of the court
is directed to transmit a copy of the petition to the Secretary of
Labor. Thereupon the Secretary of Laemr is to file in the court the
record of the proceedings on which he based his action as provided
in section 2112 of title 28, United States Code.

Subsection (b) of the new section 304 provides that the findings of
fuct by the Secretary of Labor, unless contrary to the weight of the
evidence, are to be conclusive, but the court, for good cause shown,
may remand the case to the Secretary of Labor to take further evi-
dence. The Secretary may thereupon make new or modified findings
of fact and may modify his previous action, He is to certify to the
court the record of the furt{ler proceedings. Such new or modified
findings of fact are likewise to be conclusive unless contrary to the
weight of the evidence.

Subsection (¢) of the new section 304 provides that the court is to
have jurisdiction to affirm the action of the Secretary of Labor or to
set it aside, in whole or in part. Judgment of the court is to be subject
to review by the Supreme C'ourt of the United States upon certiorari
or (iertiﬁcation as provided in section 1254 of title 28, United States
Code;

Subsection (d) of the new section 304 provides that, the Secretary of
Iabor is not to withhold any certification for payment to any State
under section 302 until the expiration of the 60-day period within which
the State may petition for review or until the State has filed such a
petition, whichever is earlier. The commencement of judicial pro-
ceedings does not stay the Secretary’s action but the court may grant
interim relief if warranted, including siwiy of the-Secretary’s action
und such relief as may be necessary to preserve status or rights.

Subsection (e) of the new section 304 provides that any judicial
proceedings under the section shall be entitled to, and, upon request
of the Secretary of Labor, or the State, shall receive a preference and
shall be heard and determined as expeditiously as possible.

Section 131(b)(1) of the bill amends chapter 23 of the code by
adding at the end thereof n new section 3311 providing for judicial
review of findings by the Secretary of Labor under section 3303(b),
section 3304 (c), or section 3309(a) pursuant to which he is required to
withhold a certification under either of such sections. Except that the
provisions relate to certifications under section 3303(b), section 3304(c),
or section 3309(a), the provisions as to judicial review are the same as
those provided in the amendment made by section 131(a) of the bill.

Section 131(b)(2) of the bill amends subsection (¢) of section 3304
of the code to conform the subsection to the new section 3311 (relat-
ing to judicial review), and to the change in certification date made by
section 144 of the bill. In addition, section 3304(c) is amended to
provide that on October 31 of 1969 or of any taxable year thereafter
- the Secretary of Labor is not to certify any State which, after reason-
able notice and opportunity for hearing to the State agency, the
Secretary finds has failed to amend its law so that it contains the
provisions specified in subsection (a) of section 3304 added by the
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Unemployment Insurance Amendments of 1966, or has with respect
to the 12-month period (10-month period in the case of October 31,
1969) ending on such October 31, failed to comply substantially with
any such provision.

Subsection (c) of section 131 of the bill provides that the amend-
ments made by section 131 are to take effect on the date of the enact-
ment. of the bili but that in applying section 3304(c) (as amended b
subsection (b)) with respect to taxable year 1966, certifications shall
be made on December 31 in lieu of October 31.

PART D—ADMINISTRATION
SECTION 141, AMOUNTS AVAILABLE FOR ADMINISTRATIVE EXPENDITURES

Section 901(c)(3) of the Social Security Act limits the authorization
of amounts to be made available for expenditure out of the employ-
ment security administration account each fiscal year for the purpose
of assisting the States in the administration of their unemployment
compensation laws and the operation of public employment offices.
The existing limit is 95 percent of the estimated net receipts for the
fiscal year under the Federal Unemployment Tax Act. For this
purpose, estimates of net receipts are based on a tax rate of 0.4 percent.

Section 141(a) of the bill continues the same limitation in the case
of fiscal year 1967. It would amend section 901(c)(3), however, so
that, in the case of fiscal year 1968, the limit would be 95 percent of
five-sixths of the estimated net receipts for the fiscal year under the
Federal Unemployment Tax Act, in the case of fiscal years 1969
through 1972, the limit would be 95 percent of three-fourths of the net
receipts during any year under the Federal Unemployment Tax Act,
and, in the case of any fiscal year after 1972, the limit would be 95
Eercent of two-thirds of the net receipts during such year under the
‘ederal Unemployment Tax Act. '

Section 141(b) would provide that, for this purpose, estimates of net
receipts would be based on a tax rate of 0.4 percent in the case of any
fiscal year prior to 1968, and of 0.6 percent in the case of fiscal year
1968 or any fiscal year thereafter. (E‘?)r change in tax rate, see sec.
301 of the bill.) -

SECTION 142, UNEMPLOYMENT COMPENSATION RESEARCH PROGRAM AND
TRAININGGRANTS FOR UNEMPLOYMENT COMPENSATION PERSONNEL

Section 142 of the bill amends title IX of the Social Security Act
by adding new sections 906 and 907.

Section 906(n)(1) directs the Secretary of Labor to establish a con-
tinuing and comprehensive program of research to evaluate the un-
employment compensation system. Such research is to include (but
not be limited to) a program of factual studies covering the role of
unemployment \(:ompenéation under varying patterns of unemploy-
ment, the relationship between the unemployment compensation and
other social insurance programs, the effect of State eligibility and
disqualification provisions, and the personal characteristics, family
status, employment background and experience of claimants, The
results of such studies are to.be made public. Section 906(a)(2)
directs the Secretary of Labor to establish also a program of research
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to develop information as to the effect and impact of extending cov-
erage to excluded groups. Such information is to be made public,

Section 906 (b) authorizes the appropriation for the fiscal year end-
ing June 30, 1967, and for each fiscal year thereafter of such sums as
may be necessary to carry out the purposes of section 906. From
the suins appropriated the Secretary may provide for the conduct of
such x‘esoarcﬁ through grants or contracts. .

Section 907 relates to training grants for unemployment compensa-
tion personnel, Section 907(a) authorizes an appropriation of $1
million for the fiscal year ending June 30, 1967, and such sums as may
be necessary for each fiscal year thereafter, for training personnel in
the administration of the unemployment compensation program.

Section 907(b)(1) directs the Secretary (from the sums appropri-
ated) (A) to provide (directly and through State agencies or through
grants to, or contracts with, public or nonprofit private institutions
of higher learning) for training personnel who are employed or are
preparing for employment in the administration of the unemployment
compensation program including claims determinations and adjudica-
tion, (B) to pmviﬁe (directly or through grants to, or contracts with,
public or nonprofit private agencies or institutions) for special courses
of study or seminars of short duration (not to exceed 1 year) for train-
ing of such personnel, and (C) to provide (directly or through grants, to
or contracts with, public or nonprofit private institutions of bigher
learning) for establishing and maintaining fellowships or traineeships
for sucﬁ personnel at such institutions, with such stipends and allow-
ances as may be permitted by the Secretary of Labor.

Section 907(b)(2) authorizes the Secretary of Labor, to the extent
he finds such action necessary, to prescribe requirements to assure
that any individual will repay the amounts of his(}ellowshi or trainee-
ship received under section 907(b) to the extent such individual fails
to serve, for the period prescribed by the Secretary, with a State
ngency or with the Federal Government, in connection with admin-
istration of any State employment security program. The Secretary
is authorized, however, to relieve any individual of his obligation to
so repay, in whole or in part, whenever and to the extent that require-
ment of such repayment would, in his judgment, be inequitable or
would be contrary to the purposes of any of the programs established
by section 907.

SECTION 143. USE OF CERTAIN AMOUNTS FOR PAYMENT OF BXPENSBES
OF ADMINISTRATION

Title IX of the Social Security Act provides under certain circum-
stances that amounts collected under the Federal unemployment tax
in excess of-administrative expenditures and certain fund obligations
are to be transferred to the accounts of the States. Under section
903(c) of the Social Security Act the amounts transferred to the
States are to be used for the payment of unemployment compensation
except that for a period of 10 years after the transfer these amounts
may be used for the administration of the State law and public
employment offices. The effect of section 143 of the bill is to extend
this period to 15 years after the transfer was made.
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SECTION 144. CHANGE IN CERTIFICATION DATE

Section 3302 of the Internal Revenue Code of 1964 provides credits
against the Federal unemployment tax for contributions paid into
State unemployment funds under the law of a State which has been
certified under section 3304 of the code for the taxable year and for
smounts that would have been paid but for the allowance of a reduced
rate under provisions of the State law which have been certified for the
taxable year. Under existing law these certifications are made on
December 31 of each year. .

The effect of the amendments made by subsections (a) through (f)
of section 144 of the bill is to change the certification date from De-
cember 31 to October 31, and, in general, to provide that a certifica-
tion is to be based on the 12-month period ending on such October 31
rather than on the period ending on December 31.

Subsection (g) of section 144 of the bill adds a new subsection (e)
at the end of section 3304 of the code. Under the new subsection
(e), whenever any provision of section 3302, 3303, or 3304 of the code
refers to a 12-month period ending on October 31 of a year and the
law applicable to one portion of such period differs from the law
applicable to another portion of such period, such provision is to be
a{)plied by iaking into account for each such portion the law ap-
plicable to such portion.

The application of the new subsection (6) may be illustrated by
anlyinﬁ it in conjunction with the amendments made by section 121
of thebill, Section 121 provides for several new State law requirements
for certification of State laws. These requirements are to take effect
Januarz 1, 1969, and to apply to the taxable year 1969 and taxable
years thereafter. In applying these new provisions for the 12-month
period ending on October 31, 1969, for purposes of the taxable year
1969, the Secretary of Labor will apgly the law without these
new requirements for the period November 1, 1968, through Decem-
ber 31, 1968, and will apply the law with these new requirements
for the period January 1, 1969, through October 31, 1969. .

Under subsection (h) of section 144 of the bill, the amendments
made by this section are to apply to the taxable year 1967 and taxable
years thereafter.

Parr E—BENEFIT REQUIREMENTS
SECTION 151. CERTIFICATION AND REQUIREMENTS

Section 151 of the bill amends the Internal Revenue Code of 1954
by renumbering present section 3309 and inserting a new section 3309.

Section 3309(a) requires the Secretary of Labor, on October 31,
1968, and October 31 of each calendar year t.hereafwr, to certify to
the éecretary of the Treasury each State whose law he finds is in accord
with the requirements of section 3309(c), has been in accord with such
requirements for substantially all of the 12-month period ending on
such October 31 (exoe%t; that for 1968, it is the 4-month period ending
on October 31), and which has complied substantially with such State
law requirements during such period. Before the Secretary of Labor
may withhold his certification to the Secretary of the Treasury, he
must afford reasonable notice and opportunity for hearing to the
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State agency. If the Secretary withholds certification of any State
under this subsection, within 10 days thereafter he is required to notify
the Secretary of the ;l‘reasury of the reduction in the credit allowable
to taxpayers subject to the unemployment compensation law of
such State.

Section 3309(b) requires the Secretary of Labor to notify promptly
the Governor of any State which he has reason to believe may not be
certified under subsection (a).

Section 3309(c) sets forth the requirements as to State benefits which
must be met by a State, with respect to benefit years beginning after
June 30, 1968, if employers in that State are to receive full tax credit
against the Federal unemployment tax for contributions paid to the
State.

Section 3309(c)(1)(A) provides that the qualifying employment or
wage requirements in the State law cannot exclude from benefits
workers who have had 20 weeks of employment (or the equivalent as
provided in subsection (¢)(4)) in a 1-year base period.

Section 3309(c)(1)(B) requires the State law to provide for indi-.
viduals who meet the State qualifying requirement a weekly benefit
amount of at least 50 percent of the individual’s average weekly wage,
up to the State maximum weekly benefit amount (exclusive of allow-
ances with respect to dependents).

Section 3309(c)(1)(C) requires the State law to provide for eligible
claimants having 20 weeks of base period employment (or the equiv-
alent) with potential duration in a benefit year 02, at lecst 26 times the
individual’s weekly benefit amount.

Section 3309(c)(2) requires that the State maximum weekly benefit
asmount (exclusive of allowances with respect to dependents) to be no
less than 50 percent of the statewide average weekly wage most
recently computed before the beginning of any benefit year which
begins after June 30, 1968.

Section 3309(c)(3) provides that in determining whether an in-
dividual has 20 weeks of employment, there must be counted as a
week any week in which the individual earned at least 25 percent of
the statewide average weekly wage.

Section 3309(c)(4) describes the equivalent of 20 weeks of employ-
ment. In a State which uses high quarter wages it is the total base
period wages equal to 5 times the statewide average weekly wage, and
either 1}% times the individual’s high quarter earnings or 40 times his
weekly benefit amount, whichever is appropriate under the State law.

Section 3309(d) contains nedessary definitions.

(1) The term “benefit year’’ means a period as defined in State law
except that it shall not exceed 1 year beginning subsequent to the end
of an individual’s base period.

(2) The term ‘‘base period’”’ means a period as defined in State law
but it shall be 52 consecutive weeks, 1 year, or 4 consecutive calendar
quarters ending not earlier than 6 months prior to the beginning of an
individual’s benefit year.

(3) The term “high quarter wages’’ means the amount of wages for
services covered under the State law paid to an individual in the
quarter of his base period in which such wages were highest, irrespec-
tive of the limitation on the amount of wages subject to contributions
under such State law. '
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(4) The term “individual’s average weekly wage’ means an amount
equal to (A) one-thirteenth of an individual’s high quarter wages in &
State which bases eligibility on high quarter wages paid in the base
period, or (B) in any other State, the amount obtained by dividing the
total amount of wages (irrespective of the limitation on the amount of
wages subject to contributions under the State law) paid to such
individual during his base period by the number of weeks in which he
per_fo:ims services in employment covered under such law during such

eriod.
P (5) The term “‘statewide average weekly wage” means an amnount
computed by the State agency at least once each year on the basis of
aggregate amount of wages, irrespective of the limitation on the
amount of wages subject to contributions under such State law,
reported by employers as paid for services covered under such State
law- during the first 4 of the last 6 calendar quarters prior to the
effective date of the computation, divided by a figure representing
52 times the 12-month average of the number of employees 1n the pay
period which includes the 12th day of each month during the same 4
calendar quarters, as reported by such employers.

Thus, there is a uniform method of computing the statewide average
weekly wage on the basis of information currently available frcm
required reports. The aggregate remuneratiou paid during the-year
to all individuals covered under the State law is divided by 52 to
convert it to a weekly basis, and then dividcd by the average numter
of persons employed at midmonth periods. The resulting figure is
t.h;a amount paid to an average worker while working in a covered
job. ,

SECTION 152. LIMITATION OF CREDIT AGAINST TAX

Section 152(a) amends section 3302(c) of the Internal Revenue
Code of 1954 by adding at the end thereof a new paragraph (4).
Under such new paragraph if the State unemployment compensation
law has not been certlﬁeg on October 31 pursuant to section 3309(a)
(added by sec. 151 of this bill), then the total credits otherwise
allowable under section 3302 for the taxable year in which such
October 31 occurs in the case of a taxpayer subject to the State law
are reduced by the amount by which 2.7 percent exceeds the 4-year
benefit cost rate applicable to such State for such taxable year.

Section 152(b) amends section 3302(c)(3)(C)(1) by substituting the
term ‘‘4-year’’ for the term “S-Kear.” - 4

Section 152(c) amends the heading and the substance of section
3302(d)(5) to relate to the 4-year benefit cost rate and the computa-
tion thereof instead of to the 5-year benefit cost rate and the computa-
tion thereof. The computation would take into account the increases
in the taxable wage base made by section 301 of this bill.

TITLE II—FEDERAL-STATE EXTENDED
UNEMPLOYMENT COMPENSATION PROGRAM

: SECTION 201. S8HORT TITLE

Section 201 provides that title II of the bill may be cited as the
“Federal-State Extended Unemployment Compensation Act of 1966".
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SECTION 202. PAYMENT OF EXTENDED COMPENSATION

Section 207 of the bill adds a new paragraph (11) to section 3304(a)
of the Internal Revenue Code of 1954, Effective for the taxable year
1969 and subsequent taxable years, the new paragraph (11) in effect
Provides that a State law will be certified as meeting the requirements
or employers to receive credits against the Federal unemployment tax
only if the State law provides that extended compensation will be
l)uynble as provided in title IT of the bill. Section 202 contains the
)asice provisions required to be included in the State laws.

(a) State law requirements.-—The first sentence of paragraph (1)
of section 202(a) states that the State law shall provide that payment
of extended compensation shall be made, for any week of unemploy-
ment which begins in the individual’s eligibility period (for a discus-
sion of an individual’s eligibility period, see the explanation of section
203(¢) of the bill), to individuals who—

(A) have exhausted all rights to regular compensation under
the State law, and

(B) with respect to such week, have no rights to regular
compensation under any State unemployment compensation law
(including compensation payable pursuant to title XV of the
Social Security Act) and no rights to compensation under any
other Federal law (such as the Railroad Unemployment In-
surance Act, the Trade Expansion Act of 1962, or the Automotive
Products Trade Act of 1965). ,

The second sentence of paragraph (1) explains when an individual
is deemed to have exhausted his rights to regular compensation under
a State law for purposes of the first sentence of that paragraph. An
individual has exhausted such rights when either (1) no payments of
regular compensation can be made under the State law because such
individual has received all regular compensation available to him
based on wage credits for his base period, or (2) his rights to such
compensation have terminated by reason of the expiration of the
benefit year with respect to which such rights existed.

An exhaustion by reason of the expiration of a benefit year will,
in effect, apply only where the benefit year ends within an extended
benefit pertod and only with respect to the next 13 (or fewer) weeks
(after the end of the benefit year) which begin in such extended benefit
period (see sec. 203(¢)). In such a case, the amount established in
the individual’s compensation account under section 202(b) and the
amount of the extended compensation for which the State will be
paid by the Federal Government under section 204(a) will be deter-
mined with respect to such benefit year. '

Subsection (a)(2) provides that, except where inconsistent with
the provisions of title I1 of the bill, the terms and conditions of the
State law which apply to claims for (and payment of) regular com- -
pensation shall apply to claims for (and payment of) extended
compensation.

(b) Indimiduals’ compensation accounts.-——Subsection (b)(1) of sec-
tion 202 of the bill requires the State to establish, for each eligible
individual who files an application for extended compensation, an
extended compensation account with respect to the individual’s
benefit year. The amount established in such account is to be the
least of the following: (A) 50 percent of the total amount of regular
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compensation (including -dependents’ allowances) payable to him
during the benefit year, (B) 13 times his average weekly benefit
amount, or (C) 39 times his average weekly benefit amount, reduced
by the regular compensation paid (or deemed paid) to him during such
benefit year. Subsection (b)(2) provides, for purposes of subsection
(b)(1), that an individual’s weekly benefit amount for a week is the
amount of regular compensation (including dependents’ allowances)
for total unemployment payable to such individual for such week.

SECTION 203. EXTENDED BENEFIT PERIOD

(¢) Beginning and ending.—Subsection (a)(1) of section 203 of the
bill provides that an extended benefit period is to begin with the
thir(l 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.

Subsection (a)(2) provides that such period shall end with the third
week after the first week for which there is both a national ‘“off”’
indicator and a State ‘“off” indicator. National ‘“on’” and “off”
indicators are described in subsection /«'. State “on” and ‘‘off”’
indicators are described in subsection (e).

(b) Special rules.—Subsection (b)(1) provides that no extended
benefit period in a State shall last for a period of less than 13 consecu-
tive weeks, but where an extended period begins by a national “on”
indicator, such period shall last not less than 13 consecutive weeks
after the third week following the “on” indicator. It provides also
that no extended benefit period may begin by reason of a State ‘“on”
indicator before the 14th week after the close of a prior extended
benefit period with respect to such State (whether such prior period
began by reason of a State ‘‘on’’ indicator or a national “on’’ indicator).

The relationship of subsection (b)(1) to subsection (a) of section
203 may be illustrated by the following example. Assume that, in
the case of State X, there is a State “on’’ indicator for week 1. Assume
further that there is a national “on’ indicator for week 2, a State X
“off” indicator for week 10 and subsequent weeks, and a national
“off” indicator for week 11 and subsequent weeks. In this case, the
extended benefit period for State X begins with week 4 (subsection
(2)(1)) and ends with week 17 (13 weeks after the third week followin
the national “on’” indicator) even though there was both a nationa
“off” indicator and a State ‘“off’”’ indicator for week 11 and subsequent
weeks (subsection (a)(2) as modified by subsection (b)(1)(A)).

In the above case, no new extended benefit period for State X may
begin, by reason of a State X ‘“on’ indicator, before week 31 (sub-
section (yl;)( 1)(B)). If, however, there were a national ‘“‘on’ indicator
for week 22, for example, a second extended benefit period for State X
would begin with week 25,

Subsection (b)(2) provides that when a'determination has been
made that an extended benefit period is beginning ov ending with
respect to a State (or all the States), the.Secretary of Labor is to
(}:lauqe notice of such determination to be published in the Federal

egister,

(c) Eligibility period.—Subsection (c) provides that an individual’s
eligibility period for extended compensation under the State law is to
consist of the weeks in his benefit year which begin in an extended
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benefit period and, if his benefit year ends within such extended
benefit period, the next 13 (or fewer) weeks which begin in such
~ extended benefit period.

The operation of section 203(c) may be illustrated by the following
examples:

Example 1: Assume that an extended benefit period begins with
week 30 and ends with week 50 of individual X’s benefit year under
the unemployment compensation law of a State. With respect to
extended compensation payable under the law of that State, X'’s
eligibility period will be weeks 30 through 50, inclusive, of his benefit
year. :

Example 2: Assume that an extended benefit period begins with
week 41 of individual Y’s benefit year under the unemployment
compensation law of a State and lasts for 20 weeks. VVith respect to
extended compensation payable under the law of that State, Y’s
eligibility period will be weeks 41 through 52 of his benefit year and
the immediately following 8 weeks.

Of Course; the mere fact that a week of unemployment begins in
an individual’s eligibility period does not entitle that individual to
extended compensation; he must meet the other requirements (such
as those of section 202(a)) as well. For instance, in example 2 above
Y would not be entitled to extended compensation for a week of unem-
ployment occurring in the 8 weeks immediately following his benefit
year if a new benefit year had been established for him.

(d) National “‘on’’ and “off”’ indicators.—Subsection (d)(1) provides
that there is & national “on”’ indicator for a week if (A) for each of
the three most recent calendar months ending before such week, the
rate of insured unemployment (seasonally adjusted) for all States
equaled or exceedéd 5 percent (determined i;y reference to the average
monthly covered employment for the first four of the most recent
six calendar quarters ending before the month in question), and (B)
the total number of claimants exhausting their rights to regular
compensation under all State laws during the period consisting of
such 3 months equaled or exceeded 1 percent of average monthly
covered employment under all State laws for the first four of the
most recent six calendar quarters ending before the beginning of
such period.

Subsection (d)(2) provides that there is a national “off” indicator
for a week if either (A) for the most recent calendar month ending
before such week, the rate of insured unemployment (seasonally
adjusted) for all States was less than 5 percent (determined as pro-
vided in paragraph (1)(A) for purposes of the ‘“on’ indicator), or
(B) paragraph (1)(B) (relating to the number of claimants exhausting
their rights to regular compensation) was not satisfied with respect
to such week.

(e) State “on” and “off” indicators.—Subsection (e)(1) provides
that there is a State ‘“‘on’’ indicator for a week if the rate of insured
unemployment under the State law for the 13-week period consisting
of such week and the immmediately preceding 12 weeks (A) equaled
or exceeded 120 percent of the average of such rates for the correspond-
ing 13-week period ending in each of the preceding 2 calendar years,
and (B) equaled or exceeded 3 percent.

Subsection (e)(2) provides that there is a State ‘“‘off’! indicator for
u week if, for the 13-week period consisting of such week and the
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immediately preceding 12 weeks, either subp_aragragh (A) or sub-
paragraph (B) of paragraph (1) was not satisfied. For purposes of
subsection (e), the rate of insured unemgloyment for a.n¥ 13-week
period is to 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 13-week period.

((f) Rate of insured unemployment; covered employment.—Subsection
(f)(1) defines the term ‘‘rate of insured unemployment”’ for purposes
of subsections (d) and (e). It means the percentage arrived at by
dividing (A) a numerator consisting of the average weekly number of
individuals filing claims for weeks of unemployment with respect to
the Sﬁeciﬁed period, by (B) a denominator consisting of the average
monthly covered employment for the specified period.

In each fraction used in establishing the rate of jnsured unemploy-
ment, the ‘“‘specified period” used in the numerator will differ from the
“specified period”’ used in the denominator and must be ascertained
by reading the applicable provisions of subsection (d) or (e) (as the
case may be) of section 203. For example, assume that a question has
arisen as to whether or not the rate of insured unemployment is such
that there is a national “on” indicator for a week beginning in March
of Year 3. The requirement of section 203(d) (1) (A) will be met if the
rate of insured unemployment (seasonally adjusted) for December of
Year 2, for January of Y);ar 3, and for February of Year 3, equaled or
excceded 5 percent. The. ‘specified period”’ for each numerator is the
month in question (December, January, or February, as the case ma
be). The ‘‘specified period” for denominator purposes is (1) wit
resi)ect to December, the period beginning April 1 of Year 1 and
ending March 31 of Year 2, and (2) with respect to January and
Ffel;}'uary, the period beginning July 1 of Year 1 and ending June 30
of Year 2. -

The basis for the reports by State agencies necessary for the opera-
ion of subsections (d), (e), and (f) of section 203 shalf’be uniform for
all States. .

Subsection (f)(2) Provides that determinations under subsection (d)
(national “on” and “off”’ indicators) are to be made by the Secretary
of Lahor in accordance with regulations prescribed by him.

Subsection (f)(3) provides that determnations under subsection (e)
(State “on”” and ‘“off’’ indicators) are to be made by the State agency
in accordance with regulations prescribed by the Secretary of Labor.

SECTION 204. PAYMENTS TO STATES

(@) Amount payable.—Subsection (a)(1) of section 204 of the hill
requires the Federal Government to pay to each State an amour?
equal to the sum of (A) the extended compensation, and (B) the re-
imbursable regular compensation, paid to individuals under the State
law (that is, the unemployment compensation law of the State ap-
groved by the Secretary of Labor under section 3304 of the code).
Subsection (a)(2) provides, however, that no payment is to be made
to any State under section 204 in respect of compensation to the extent
that the State is entitled to reimbursement therefor under the provi-
sions of any Federal law other than the bill. Thus, for example, pay-
ment would not be made in respect of compensation to the extent the
State is entitled to reimbursement under title XV of the Social Secu-
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rity Act, the Manpower Development and Training Act of 1962, the
'I;rade Expansion Act of 1962, or the Automotive Products Trade Act
of 1965. ‘

(b) Reimbursable regular compensation.—Subsection (b) describes re-
imbursable regular compensation. It is regular compensation paid to
an individual for a week of unemployment (1) rif such week is in the
individual’s eligibility period, and (2) to the extent that the sum of
such compensation, plus the regular compensation paid (or deemed
Faid) to him with respect to prior weeks of unemployment in the
henefit year, exceeds 26 times (and does not exceed 39 times) the
average weekly benefit amount (including allowances for dependents)
for weeks of total unemployment payable to such individual under the
State law in such benefit year. Compensation is ‘““deemed paid’’ to
an individual when, for example, he was disqualified for a specified
number of weeks and his total compensation was reduced by his
weekly benefit amount times the number of weeks for which he was
disqualified. .

(¢) Payment on calendar month basis.—Subsection (¢) provides that
there shall be paid to each State (either in advance or by way of reim-
bursement as may be determined by the Secretary of Labor) such sum
as the Secretary estimates the State will be entitled to receive under
title II of the bill 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. The Secretary’s
estimates may be made upon the basis of such statistical, sampling, or
other method as may be agreed upon by the Secretary and tﬁe State
agency.

g(al) Certification.—Subsection (d). directs the Secretary of Labor to
certify, from time to time, to the Secretary of the Treasury for pay-
ment to each State the sums payable to such State under section 204
of the bill. The Secretary of the Treasury, prior to audit or settle-
ment by the General Accounting Office, is directed to make payment
to the State in accordance with such certification by transfgrs-from
the extended unemployment compensation account to the account of
the State in the unemployment trust fund (see sec. 206).

SECTION 205. DEFINITIONS

bﬂ?ection 205 contains definitions for the purposes of title IT of the

(1) The term ‘“‘compensation” means cash benefits payable to in-
dividuals with respect to their unemployment.

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

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

(4) The term “additional compensation” means compensation pay-
able to exhaustees by reason of conditions of high unemployment
or by reason of other special factors.

(6) The term “benefit year”’ means the benefit year as defined in
the applicable State law.

(6) The term “base period’”’ means the base period as determined
nader z}&plicable State law for the benefit year.

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

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

(9) The term ‘‘State agency” means the agency of the State which
administers its State law.

(10) The term ‘‘State law” means the unemployment compensation
law of the State approved by the Secretary under section 3304 of
the Internal Revenue Code of 1954.

(11) The term “week’’ means a week as defined in the applicable
State law. . -

SECTION 206. EXTENDED UNEMPLOYMENT COMPENSBATION ACCOUNT

Section 206(a) amends title IX of the Social Security Act by striking
out present section 905 and inserting new section 905, which establishes
the “extended unemployment compensation account’’.

Section 905(a) establishes the extended unemployment compensa-
tion account in the unemployment trust fund to be maintained as a
separate book account for purposes of section 904(e). ‘Under section
904 (e), the unemployment trust fund is invested as a single fund, but
the Secretary of the Treasury credits to each book account on a
quarterly basis its proportionate part of the earnings.

Section 905(b) (1) requires the Secretary of the Treasury at the end
of January 1968 and each month thereafter to transfer from the
employment security administration account to the extended unem-
ployment compensation account an amount equal, in the case of
calendar year 1968, to one-sixth, in the case of calendar years 1969,
1970, 1971, and 1972, one-fourth, and in the case of any calendar year
thereafter, one-third, of the amount by which transfers of amounts
equal to the Federal unemployment tax from the general fund under
section 901(b)(2) exceed monthly payments (to cover tax refunds)
made under section 901(b)(3) and repayments (additional tax attrib-
utable to reduced credits) made under section 901(d). The effect of
this provision is to transfer in the case of the calendar year 1968 one-
sixth, in the case of calendar years 1969 through 1972 one-fourth,
and in the case of succeeding calendar years one-third, of the net
Federal unemployment tax into the extended unemployment com-
pensation account, Section 905(b)(1) also provides authority to make
necessary bookkeeping adjustments.

Section 905(b)(2) provides for transfers at the end of fiscal years
beginning after June 30, 1967, of any excess amounts in the employ-
ment security administration sccount to the extended unemployment
compensation account until the balancein such account reaches which-
ever of the following is greater: (a) $1 billion, or (b) the amount equal
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to four-tenths of 1 percent of total wages subject (determined without
any limitation on amount) to contributions under all State unemploy-
ment compensation laws., Thus this amount would not be limited
by the taxable wage base under State or Federal law.

Section 905(¢) makes funds in the extended unemployment com-
pensation account available for transfer to the States as provided in
section 204(d) of title IT of the bill to pay to the States the cost of the
extended unemployment compensation program.

Section 905(d) provides for transfer of'any amounts exceeding the
limits provided by subsection (b)(2) from the extended unemploy-
ment compensation account to the Federal unemployment account.

Section 905(e) authorizes the appropriation (as repayable advances)
of necessary sums to provide for the transfers to pay the States the
cost of the extended unemployment compensation program.

Section 206(b)(1) of the bill amends section 901(f)(3) of the Social
Security Act, to provide that any excess in the employment security
administration account not transferred to the extended unemployment
compensation account, the Federal unemployment account, or both
shulf be retained in the employment security administration account
up to a specific limit. ‘

Section 206(b)(2) amends section 902(a) of the Social Security Act,
to provide that any excess in the employment security administration
account first be used to bring the extended unemployment compensa-
tion account to the limits established by section 905(b)(2) before it is
transferred to the Federal unemployment account.

Section 206(b)(3) amends section 1203 of the Social Security Act,
to provide that any excess in the employment security administration
nccount after the application of section 901(f)(3) be used to first
reduce the balance MP advances under section 905(e), and then any
balance of advances to the Federal unemployment account.

SECTION 207. APPROVAL OF STATE LAWS

Section 207 of the bill amends section 3304(a) of the code by insert-
ing a new paragraph (11) so as to require a State law to provide that
extended compensation is to be payable .as provided by title II of
the bill (the Federal-State Extended UnempYoyment Compensation
Act of 1966).

SECTION 208. EFFECTIVE DATES

Subsection (a) of section 208 of the bill provides that in applying
section 203, no extended benefit period may begin with a week be-
ginning before January 1, 1969.

Subsection (b) provides that section 204 (relating to Federal pay-
ments to States of the cost of the extended unemployment compen-
sation program) is to apply with respect to weeks of unemployment
beginning after December 31, 1968, '

ubsection (c) provides that the amendment made bY section 207
(relating to State law requirement) is to apply to taxable years after
1968. -
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‘ TITLE III—FINANCING

SECTION 801. INCREASE IN WAGE BASE AND TAX RATE

Subsection (a) of section 301 of the bill amends section 3306(b)(1)
of the Internal Revenue Code of 1954 (relating to the definition of
“wages’’). It amends section 3306(b)(1) by increasing the maximum
annual limitation on an-individual’s wages subject to tax under the
Federal Unemployment Tax Act from $3,000 to $3,900 with respect
to remuneration paid after December 31, 1967, and from $3,900 to
$4,800 with respect to remuneration paid after December 31, 1971.

Under the amendments made by subsection (a), the existing $3,000
limit is retained through calendar year 1967. The limit is increased
to $3,900 for calendar years 1968, 1969, 1970, and 1971 and the limit
is increased to $4,800 for calendar year 1972 and succeeding calendar
years.

Subsection (b)(1) of section 301 of the bill amends section 3301 of
the Internal Revenue Code of 1954 (relating to the rate of tax under
the Federal Unemployment Tax Act) to increase the excise tax im-
posed on each employer (as defined in sec. 3306(a) of the code). The
rate is increased from 3.1 percent of total wages (as defined in sec.
3306(b) of such code) to 3.3 percent, effective with respect to wages
paid after 1966.

Subsection (b)(2) provides that the amendments made by subsec-
tion (b)(1) shall apply with respect to the calendar year 1967 and

_calendar years thereatter.

VI. CHANGES IN EXISTING LAW

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in existin% 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; existing
law in which no change is proposed is shown in roman):

INTERNAL REVENUE CODE OF 1954
CHAPTER 6—CONSOLIDATED RETURNS

*

* *

Subchapter B—Related Rules
- * *

* L ] * L *
PART II—CERTAIN CONTROLLED CORPORATIONS
* * * * » * *
SEC. 1563. DEFINITIONS AND SPECIAL RULES. )
» * * S * * .

(f) Oraer DEFINITIONs AND RuLms.— .

(1) EmrLoyeE pEFINED.—For purposes of this section the term
“‘employee” has the same meaning such term is given [in section
3306(i)i by paragraphs (1) and (£) of section 3121(d).

* L *® ® L L

»
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" CHAPTER 23— FEDERAL UNEMPLOYMENT
TAX ACT

Sec. 3301,  Rate of tax,

Sec. 3302, Credits against tax.

Sec. 3303, Conditions of additional credit allowance.

See. 3304, Approval of State laws,

See. 3305.  Applicability of State law.

Sec. 3306.  Definitions.

See, 3307, Deductions as constructive pnyments.

Sec. 3308,  Instrumentalitics of the United States.

See. 3300, [Short title] Benefit requirements.

Sec. 3310. Slale law coverage of cerlain service performed for nonprofil
organizalions and for Slate hospitals and institutions of
higher education.

Sec. 3311. Judicial review.

Sec. 3312,  Short tille.

[SEC. 3301. RATE OF TAX.
[There is hereby imposed on every employer (as defined in section
3306(a)) for the calendar year 1961 and for each cnlendar. year
thereafter an excise tax, with respect to having individuals in his
employ equal to 3.1 percent of the total wages (as defined in section
3306(b)) paid by him during the calend: r year with respect to em-
sloyment. (as defined in section 3306(c)) after December 31, 1938.
n the case of wages paid during the calendar year 1962, the rate of
such tax shall be 3.5 percent in lieu of 3.1 percent. In the case of
wages paid during the calendar year 19¢3, the rate of such tax shall

be 3.35 percent in lieu of 3.1 percent.]}

SEC. 3301. RATE OF TAX.

“There 18 hereby imposed on every employer (as defined in section
3306(a)) for the calendar year 1967 and for each calcndar year thereafter
an excise laz, with respect to having 1 dividuals in his employ ecual to
3.3 percent of the total wages (as definec in section 3306(b)) paid by him
during the calendar year with respect to employment (as defined in section
3306 (c)) after December 31, 1938.

SEC. 3302, CREDITS AGAINST TAX,

(a) CoNTRIBUTIONS TO STATE UNEMPLOYMENT FUNDS—

(1) The taxpayer may, to the extent provided in this sub-
section and subsection (c), credit against the tax imposed by sec-
tion 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 is certified
[for the taxable year] as provided in section 3304 for the 12-month
pertod ending on October 31 of such year.

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

(3) 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.
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(4) Upon the payment of contributions into the unemployment
fund of a State which are required under the unemployment
compensation 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 another unemfloyment compensation law, the payment
into the proper fund shall, for purposes of credit against the
tax, be 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 payin% 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) AppiTioNnarL CrEpIT.—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 &or the taxable
year] as provided in section 3303 for the 12-month period ending on
(ctober 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 applied thereunder in [the taxable year]
such 12-month period to any person having individuals in his employ,
or to a rate of 2.7 percent, whichever rate is lower. -

(¢) Lamit oN Torar 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 Se-
curity Act before the date of the enactment of the Employment.
Security Act of 1960, then the total credits (after applying
subsections (a) and (b) and paragraph (1)-of this subsection)
otherwise allowable under this section for the texable year in the
case of a taxpayer subject to the unemployment compensation law
of such State shall be reduced— )

(A) in the case of a taxable year beginning on January 1,
1963 (and in the case of any succeeding taxable year begin-
ning before January 1, 1968), as of the beginning of which
there is a balance of such advances, by 5 percent of the tax
imposed by section 3301 with respect to the wages paid by
such taxpayer during such taxable year which are attributa-
ble to such State; and :

(B) in the case of any succeeding taxable year be%‘inninﬁ on
or after January 1, 1968, as of the b:ginning of which there
is a balance of such advances, by an additional 5 percent, for
each such succeeding taxable year, of the tax imposed by sec-
tion 3301 with respect to.the wages paid by such taxpayer
during such taxable year which are attributable to such State.

At the request (made before November 1 of the taxable Jear)
of the Governor of any State, the Secretary of Labor shall, as
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soon ‘as practicable after June 30 or (if l.ter) the date of the
receipt of such request, certify to such Governor and to the Secre-
tary of the Treasury the amount he estimates equals .15 percent
(plus an additional .15 percent for each additional 5-percent
reduction, provided by subparagraph (B)) of the total of the
remuneration which would have been subject to contributions
under the State unemployment compensation law with respect

. to the calendar year preceding such certification if the dollar

limit on remuneration subject to contributions under such law
were equal to the dollar limit under section 3306(b)(1) for such
calendar year. If, after receiving such certification and before
November 10 of the taxable year, the State pays into the Federal
unemployment account the amount so certified (and designates
such payment as being made for purposes of this sentence), the
reduction provided by the first sentence of this paragraph shall

~not apply for such taxable year.

(3) If an advance or advances have been made to the unemploy-
ment account of a State under title XII of the Social Security Act
on or after the date of the enactinent of the Employment Security
Act of 1960, then the total credits (after applying subsections ()
and (b) and paragraphs (1) and (2) of this subsection) other-
wise allowable under this section for the taxable year in the case
of a taxpayer 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 imposed by
section 3301 with respect to the wages paid by such taxpayer
during such taxable year which are attributable 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 percent, for each
such succeeding taxable year, of the tax impose({) by section 3301
with respect to the wages paid by such taxpayer during such taxa-
ble 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 o balance of such advances, by the amount determined by
multiplying the wages paid by such taxpayer during such taxable
vear which are attributable to such State by the percentage (if
#ny) by which—

(i) 2.7 percent, exceeds
(i1) the average employer contribution rate for such State
for the calendar year preceding such taxable year; and

(") in the case of a taxable year beginning with the fifth or an
succeeding consecutive January 1 as of the beginning of whic
there is a %)ulance 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—

(i) the [5-year] 4-year benefit cost rate applicable to such
State 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.
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(4) If the unemployment compensation law of a State has not
been certified for a twelve-month period ending on October 31 pursuant
to section 3311(a), then the total credits (af(t’er applying subsections
(@) and (b) and paragraphs (1), (2), and (3) of this subsection)
otheruwise allorable under this section for the tazable year in which
such Octsber 31 occurs in the case of a taxpayer subject to the un-
einployment compensation law of such State shall be reduced by the
amount by which 2.7 percent exceeds the four-year benefit cost rate
applicable to such State for such tazable year in accordance with the
notification of the Secretary of Labor pursuant to section 3311(a).

(8) 4-YEAR BENEFIT cOST RATES.— For purposes of subsection
(c) (4) and subparagraph (C) of subsection (c)(3), the four-year benefit
cost rate applicable to any e for any taxable year iz that per-
centage obtarned by dividing—

- ‘“(A) One-fourth of the total compensation paid under the
State unemployment compensation law during the four-year
period ending at the close of the first calendar year preceding
such tazable year, by
“(B) The total of the remuneration subject to contributions
under the State unemployment compensation law with res‘pect.
to the first calendar year preceding such tazable year. ‘Re-
muneration’ for the purpose of this subparagraph shall include
the amount of wages for services covered under the State law
irrespective of the limitation of the amount of wages subject to
contributions under such State law paid to an individual by an
employers during any calendar year beginning with 1968 up to
$83,900, and beqinning with 1972, up to $4,800; for States for
which it is necessary, the Secretary of Labor shall estimate the
remuneration with respect to the calendar year preceding the
taxable year.”
* * * * * * *

(d) DEFINITIONS AND SPECIAL RULES RELATING TO SUBSECTION
(¢).— - ‘ -
* . . . . * .

[(5) 5-YEAR BENEFIT cosT RATE.—For purposes of subpara-
graph (C) of subsection (¢)(3), the 5-year benefit cost rate appli-
cable to any State for any taxable year is that percentage obtained
by dividinr-—

L(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

L£(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.}

* * * * * * *®

SEC. 3303. CONDITIONS OF ADDITIONAL CREDIT ALLOWANCE.

(a) STATE STANDARDS.—A taxpayer shall be allowed an additional
credit under section 3302(b) with respect to any reduced rate of con-
tributions permitted by a State law, only if the Secretary of Labor
finds that under such law—

(1) no reduced rate of contributjons to a pooled fund or to a
partially pooled account is permitted to a person (or group of
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persons) having individuals in his (or their) employ except on
the basis of his (or their) experience with respect {0 unemploy-
ment or other factors bearing a direct relation to unemployment
risk during not less than the 3 consecutive years immediately
preceding the computation date;

(2) no reduced rate of contributions to a guaranteed employ-
ment account is permitted to a person (or a group of persons)
having individual‘s) in his (or their) employ unless—

(A) the gﬁmmnty of remuneration was fulfilled in the year
preceding the computation date; and

(B) the balance of such account amounts to not less than
2J; percent of that part of the payroll or payrolls for the 3
years freceding the computation date by which contributions
to such account were measured; and

(C) such contributions were payable to such account with
respect to 3 years preceding the computation date;

(3) no reducedy rate of contributions to a reserve account is
ermitted to a person (or group of persons) having individuals
in his (or their) employ unless—

(A) compensation has been payable from such account
throughout the year preceding the computation date, and

(B) the balance of such account amounts to not less than
five times the largest amount of compensation paid from
such account within any one of the 3 years preceding such
date, and :

(C) the balance of such account amounts to not less than
2} percent of that part of the payroll or payrolls for the 3
years preceding such date by which contributions to such
account were measured, and

(D) such contributions were payable to such account with
respect to the 3 years preceding the computation date.

For any person (or group of persons) who has (or have) not been
subject to the State’ law for a period of time sufficient to compute the
reduced rates permitted by aragraphs (1), (2), and (3) of this sub-
section on a 3-year [basns,g basis (i) the period of time required
may be reduced to the amount of time the person (or group of persons)
has (or have) had experience under or has (or have) been subject to
the State law, whichever is appropriate, but in no case less than 1
year immediately preceding the computation date, or (¢1) a reduced
rate (not less than 1 percent) may be permitted by the State law on a basis
other than as permitted by paragraphs (1), (2), and (3).

(b) CERTIFICATION BY THE SECRETARY OF LiABor WitH REspECT
TO AbDITIONAL CREDIT ALLOWANCE—

(1) On [December 31 in each taxable] October 3! of each
calendar year, the Secretary of Labor shall certify to the Secretary
the law of each State (certified [with respect to such year} b
the Secretary of Labor as provided in section 3304 for the 12-
month period on such October 31) with respect to which he finds
that reduced rates of contributions were allowable with respect
to such [taxable year] 12-month period only in accordance with
the provisions of subsection (a).

(2) If the Secretary of Labor finds that under the law of a single
State (certified by the Secretary of Labor as provided in section
3304) more than one type of fund or account is maintained, and
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reduced rates of contributions to more than one type of fund or
account were allowable with respect to any [taxable year} 12-
month period ending on October 31, and one or more of such reduced
rates were allowable under conditions not fulfilling the require-
ments of subsection (a), the Secretary of Labor shall, on [Decem-
ber 31 of such taxable year} such Oclober 31, certify to the Secre-
tary only those provisions of .the State law pursuant to which
reduced rates of contributions were allowable with respect to
such [taxable year] 12-month period under conditions fulfilling the
requirements of subsection (a), and shall, in connection therewith,
designate the kind of fund or account, as defined in subsection
(c), established by the provisions so certified. If the Secretary
of Labor finds that a part of any reduced rate of contributions
gayable under such law or under such provisions is required to

e paid into one fund or account and a part into another fund or
account, the Secretary of Labor shall make such certification
pursuant to this paragraph as he finds will assure the allowance
of additional credits only with respect to that part of the reduced
rate of contributions which is allowed under provisions which
do fulfill the requirements of subsection (a).

(3) The Secretary of Labor shall, within 30 days after any
State law is submitted to him for such purpose, certify to the
State agency his findings with respect to reduced rates of contri-
butions to a type of fund or account, as defined in subsection
(¢), which are allowable under such State law only in accordance
with the provisions of subsection (a). After making such
findings, the Secretary of Labor shall not withhold his certifica-
tion to the Secretary of such State law, or of the provisions
thereof with respect to which such findings were made, for any
[taxable year} 12-month period ending on October 81 pursuant to
paragraph (1) or (2) unless, after reasonable notice and opportu-
nity for hearing to the State agency, the Secretary of Labor
finds the State law no longer contains the provisions specified in
subsection (a) or the State has, with respect to such [taxable
year] 12-month period, failed to comply substantially with any
such provision.

(¢) DEFINITIONS.—AS used in this section—

(1) REsSerVE AccounNT.—The term ‘‘reserve account’’ means
a separate account in an unemployment fund, maintained with
respect to a person (or group of persons) having individuals in his
(or their) employ, from wgich account, unless such account is
exhausted, is paid all and only compensation payable on the basis
of services performed for such person (or for one or more of the
persons comprising the %"roup). &

(21) PoorLep runp.—The term ‘‘pooled fund’’ ‘means an un-
employment fund or any part thereof (other than a reserve ac-
count or a guaranteed employment account) into which the total
contributions of persons contributing thereto are payable, in
which all contributions are mingled and undivided, and from
which com))ensation is payable to all individuals eligible for com-
pensation from such fund. ‘

(3) ParTiALLY POOLED AccOUNT.—The term “partia.llz
pooled account’” means a part of an unemployment fund in whic
part of the fund all contributions thereto are mingled and un-
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divided, and from which part of the fund compensation is payable
only to individuals to whom compensation would be payable from
a reserve account or from a guaranteed employment account
but for the exhaustion or termination of such reserve account or
of such guaranteed employment account. Payments from a re-
serve account or guaranteed employment account into a partially
pooled account shall not be construed to be inconsistent with the
provisions of paragraph (1) or (4).

(4) GUARANTEED EMPLOYMENT ACCOUNT.—The term ‘‘guar-
anteed employment account’ means a separate account, In an
unemployment fund, maintained with respect to a person (or
group of persons) having individuals in his (or their) employ who,
in accordance with the provisions of the State law or of a plan
thereunder approved by the State agency,

(A) guarantees in advance at least 30 hours of work, for
which remuneration will be paid at not less than stated rates,
for each of 40 weeks (or if more, 1 weekly hour may be de-
ducted for each added week guaranteed) in a year, to all the
individuals who are in his (or their) employ in, and who con-
tinue to be available for suitable work in, one or more dis-
tinct establishments, except that any such individual’s guar-
anty may commence after a probationary period (included
within the 11 or less consecutive weeks immediately followin
the first week in which the individual renders services), an

(B) gives security or assurance, satisfactory to the State
agency, for the fulfillment of such guaranties, from which
account, unless such account is exhausted or terminated, is
paid all and only compensation, payable on the basis of
services performed for such person (or for one or more of the
persons comprising the group), to any such individual whose
guaranteed remuneration has not been paid (either pursuant
to the guaranty or from the security or assurance provided
for the fulfillment of the guaranty), or whose guaranty is not
renewed and who is otherwise eligible for compensation
under the State law. '

(5) YEAR.—The term ‘year’” means any 12 consecutive
calendar months. )

(6) BaLaNceE.—The term “balance,”” with respect to a
reserve account or a guaranteed employment account, means
the amount standing to the credit of the account as of the com-
putation date; except that, if subsequent to January 1, 1940,
any moneys have been paid into or credited to such account
other than payments thereto by persons having individuals in
their employ, such term shall mean the amount in such account
as of the computation date less the total of such'other moneys
paid into or credited to such account subsequent to January 1,
1940,

(7) CompuraTiON DATE.—The term ‘‘computation date’’
means the date, occurring at least once in each calendar year
and within 27 weeks prior to the effective date of new rates of
contributions, as of which such rates are computed.

(8) REpucep RATE.—The term ‘reduced rate’’ means a
rate of contributions lower than the standard rate applicable
under the Staté law, and the term “standard rate”’ means the
rate on the basis of which variations therefrom are computed.

3
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(d) ‘VoLuntaRY CoNTRIBUTIONS.—A State law may, without being
deemed to violate the standards set forth in subsection (a), permit
voluntary contributions to be used in the computation of reduced
rates if such contributions are paid prior to the expiration of 120 days
after the beginning of the year for which such rates are effective.

(¢) Paymenrs By CERTAIN NoNPROFIT ORGANIZATIONS.—A State
may, without being deemed to violate the standards set forth in subsection
(a), permit an organization (or group of organizations) described in sec-
tion 501 (c)(3) which is exempt from income tax under section 501(a) to
elect (in liew of paying contributions) to pay into the State unemploy-
ment fund amounts equal to the amounts of compensation attributable
under the State law to service performed in the employ of such organiza-
tion (or group).

SEC. 3304. APPROVAL OF STATE LAWS.

(a) ReEQuireMENTS.—The Secretary of Labor shall approve MK
State law submitted to him, within 30 days of such submission, whic
he finds provides that—

(1) all compensation is to be paid through public employment
offices or smcge other, agencies as the Secretary of Labor may
approve;

(2) no compensation shall be payable with respect to any day
of unemployment occurring within 2 years after the first day of
the first period with respect to which contributions are required;

(3) all money received in the unemployment fund shall (except
for refunds of sums erroneously paid into such fund and except
for refunds paid in accordance with the provisions of section
3305(b)) immediately upon such receipt aid over to the
Secretary to the credit of the Unemployment Trust Fund estab-
lished by .section 904 of the Social Security Act (49 Stat. 640;
52 Stat. 1104, 1105; 42 US.C. 1104);

(4) all money withdrawn from the unemployment fund of the
State shall be used solely in the payment of unemployment
compensation, exclusive of expenses of administration, and for
refunds of sums erroneously paid into such furid and refunds paid
in accordance with the provisions of section 3305(b) ; except that—

(A) an amount equal to the amount of employee payments
into the unemployment fund of a State may be used in the
payment of cash benefits to individuals with respect to their
disability, exclusive of expenses of administration; and

(B) the amounts specified by section 803(c)(2) of the Social
Security Act, may, subject to the conditions prescribed in
such section, be used for expenses incurred by the State for
administration of its unemployment compensation law and
public employment offices;

(6) compensation shall not be denied in such State: to -any
otherwise eligible individual for refusing to accept new work under
any of the following conditions: V

A) if the position offered is vacant due directly to a strike,
lockout, or other labor dispute;

(B) if the wages, hours or other conditions of the work
offered are substantially less favorable to the individual than
those prevailing for similar work in the locality;
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(C) if as a condition of being employed the individual
would be required to join a company union or to resign from
or refrain from joining any bona fide labor organization;

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

(B) payments (in liew of con! ibutions) with respect to service
to which section 3310(a)(1)(A) applies may be made into the State
unemployment fund on the basis set forth in section 3310(a)(2);

(7) an individual who has received compensation during his

- benefit year is required to have had work since the beginning of/ such
year in order to.qualify for compensation in his next benefit year;

(8) compensation shall not be denied to any individual by
reason of cancellation of wage credits or total reduction of his benefit
rights for any cause other t){an discharge for misconduct connected
with his work, fraud in connection with a clatm for compensation, or
receipt of disqualifying income;

(9) compensation shall not be denied to an individual for any
week because he is in training with the approval of the State agency
(or because of the application, to any such week ir. training, of State
law provisions relating to avarlability for work, active search for
work, or refusal to accept work);

(10)(A) compensation shall not be denied or reduced to an indi-
vidual solely because he files a claim in another State or because he
resides in another State at the time ke files a claim for unemployment
compensation; :

(B) the State shall participate in arrangements for combining
employment in, and wages paid in, more than one State, approved
by the Secretary of Labor, and the eligibility of any indwidual for
unemployment compensation, his weekly benefit amount and the
maximum benefits payable to him, under any such arrangement,
shall be based on the individual’s employment or wages paid, or
both, in (i) the paying State and (ii) any transferring State as if

- such cmployment or wag.. were in the base period of the paying
State: Provided, however, ihat employment or wages that have been
used n the computation of any individual’s eligibility for unem-

loyment compensation in _a transferring State shall not thereafter

—be transferred to a paying State, nor shall employment or wages that
‘have been transferred to a paying State and used under any wage
combining arrangement be thereafter available for use in the trans-
ferring State;

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

and .
£(6)] (12) all the rights, privileges, or immunities conferred
by such-law or by acts done pursuant thereto shall exist subject
to the power of the legislature to amend or repeal such law at
any time. .
(b) Notiricarion.—The Secretary of Labor shall, upon approving
such law, notify the governor of the State of his approval.
(c) CerTiFicaTiON.—On [December] October 31 of each taxable
year the Secretary of Labor shall certify to the Secretary each State
whose law he has previously approved, except that he shall not
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certify any State which, after reasonable notice and opportunity for
hearing to the State agency, the Secretary of Labor finds has amended
its law so that it no longer contains the provisions specified in subsec-
tion (a) or has with respect to [such taxable year] the 12-month period
ending on such October 31 failed to comply substantially with any such
provision [and such finding has become effective]. [Such finding
shall become effective on the 90th day after the governor of the State
has been notified thereof, unless the State has before such 90th day so
amended its law that it will comply substantially with the Secretar
of Labor’s interpretation of the provision of subsection (a), in which
event such finding shall not become effective.] No finding of a failure
to complPr substantially with the provision in State law specified in
paragraph (5) of subsection (a) shall be based on an application or
interpretation of State law with respect to which further administra-
tive or judicial review is provided for under the laws of the State.
On October 81 of 1969 or of any tazable year thereafter, the Secretary shall
not certify any State which, after reasonable notice and opportunaty for
hearing to the State agency, the Secretary of Lalor finds has failed to
amend its law so that it contains the provisions specified in subsection(a)
added by the Unemployment Insurance Amendments of 1966, or has with
respect to the 12-month period (10-month period in the case of October 31,
1969) ending on such October 31 failed to comply substantially with any
such provision. \

(d) Norice or NoncerrmiFication.—[If, at any time during the
taxable year,J If at any time the Secretary of Labor has reason to
believe that a State whose law he has previously approved may not
be certified under subsection (c), he shall promptly so notify the
governor of such. State.

(¢) CHangE oF Law Durine 12-Monrta PErRIonD.—Whenever—

(1) any provision of this section, section 3302, or section 3303
refers to a 12-month period ending on October 31 of a year, and
(%) the law applicable to one portion of such period differs from
the law applicable to another portion of such period,
then such provision shall be applied by taking into account for each such
portion the law applicable to such portion. :
SEC. 3305. APPLICABILITY OF STATE LAW.

(a) INTERsSTATE AND ForelGN- CoMMERCE.—No person required
under a State law to make payments to an unemployment fund shall
be relieved- from compliance therewith on the ground that he is
engaged in interstate or foreign commerce, or that the State law does
not distinguish between employees engaged in interstate or foreign
commerce and those engaged in intrastate commerce.

(b) FeperaL INsTRUMENTALITIES IN GENERAL—The legislature
of any State may require any instrumentality of the United States
(other than an instrumentality to which section 3306(c)(6) applies),
and the individuals in its employ, to make contributions to an unem-
ployment fund under a State unemployment compensation law ap-
proved by the Secretary of Labor under section 3304 and (except as
provided in section 5240 of the Revised Statutes, as amended (12
U.S.C., sec. 484), and as modified by subsection (c)), to comply
otherwise with such law. The permission granted in this subsection
shall apply (A) only to the extent that no discrimination is made
against such instrumentality, so that if the rate of contribution is
uniform upon all other persons subject to such law on account of
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having individuals in their employ, and upon all employees of such
persons, respectively, the contributions required of such instrumen-
tality or the individuals in its employ shall not be at a greater rate
than is required of such other persons and such employees, and if the
rates are determined separately for different persons or classes of
persons having individuals in their employ or for different classes of
employees, the determination shall be based solely upon unemploy-
ment experience and other factors bearing a direct relation to unem-
ployment risk; (B) only if such State law makes provision for the
refund of any contributions required under such law from an instru-
mentality of the United States or its employees for any year in the
event such State is not certified by the Secretary of I.abor under
section 3304. with respect to such year; and (C) only if such State law
makes provision for the payment of uneraployment compensation to
any employee of any such instrumentality of the United States in
the same amount, on the same terms, and subject to the same condi-
tions as unemployment compensation is payable to employees of other
employers under the State unemplo.yment compensation aw,

(¢) Narionan Banks.— Nothing contained in section 5240 of the
Revised Statutes, as amended (12 U.S.C'. 484), shall prevent any
State from requiring any national banking association to render re-
turns and reports relative to the association’s employees, their remu-
neration am(ﬁ services, to the same extent that other persons are
required ‘to render like returns and reports under a State law requir-
ing contributions to an unemployment fund. The Comptroller of the
Currency shall, upon receipt of a copy of any such return or report
of o national banking nssociation from, and upon request of, any duly
authorized official, body, or commission of a State, cause an exam-
ination of the correctness of such return or report to be made at the
time of the next succeeding examination of such association, and shall
thereupon transmit to such official, body, or commission a complete
statement of his findings respecting the accuracy of such returns or
reports. -

(d) Freperan PropreERrTY.—~No person shall be relieved from compli-
ance with a State unemployment compensation law on the ground
that services were performed on land or premises owned, held, or
possessed by the United States, and any State shall have full juris-
diction and power to enforce the provisions of such law to the same
extent and with the same effect as though such place were not owned,
held, or possessed by the United States.

* * * * * * *

(f) AmERIcAN VEssiELs.—The legislature of any State in which a
person maintains the operating oftice, from which the operations of
an American vessel operating on navigable waters within or within
and without the United States are ordinarily and regularly supervised,
managed, directed and controlled, may require such person and the
officers and members of the crew of such vessel to make contributions
to its unemployment fund under its State unemployment compensa-
tion law approved by the Secretary of Labor under section 3304 and
otherwise to comply with its unemployment compensation law with
respect to the service performed by an officer or member of the crew
on or in connection with such vessel to the same extent and with the
same effect as though such service was performed entirely within
such State. Such person and the officers and members of the crew
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of such vessel shall not be required to make contributions, with respect
to such service, to the unemployment fund of any other State. The
permission granted by this subsection is subject to the eondition that
such service shall be treated, for purposes of wage credits given em-
ployees, like other service subject to such State unemployment com-
pensation law performed for such person in such State, and also subject
to the same limitation, with respect to contributions required from
such person and from the officers and members of the crew of such
vessel, as is imposed by the second sentence (other than clause (B)
thereof) of subsection ([\;) with respect to contributions required from
instrlumentalities of the United States and from individuals in their
employ.

(Ig,) VEsSELS OPERATED BY GENERAL AGENTS OF UNITED STATES,—
The permission granted by subsection (f) shall apply in the same
manner and undér the same conditions (including the obligation to
comply with all requirements of State unemployment compensation
' laws) to general agents of the Secretary of Commerce with respect to
service performed on or after July 1, 1953, by officers and members
of the crew on or in connection with American vessels—

(1) owned by or bareboat chartered to the United States, and

(2) whose business is conducted by such general agents.

As to any such vessel, the State permitted to require contributions on
account of such service shall be the State to which the general agent
would make contributions if the vessel were operated for his own
account. Such general agents are designated, for this purpose, instru-
mentalities of the United States neither wholly nor partially owned
by it and shall not be exempt from the tax iraposed by section 3301.
The permission granted by this subsection is subject to the same con-
ditions and limitations as are imposed in subsection (f), except that
clause (B) of the second sentence of subsection (b) shall apply.

(h) "REQUIREMENT BY STATE OoF CONTRIBUTIONS.—Any State may,
as to service performed on or after July 1, 1953, and on account of
which contributions are made pursuant to subsection (g)—

(1) require contributions from persons performing such service
under its unemployment compensation law or temporary disabil-
ity insurance law administered in connection therewith, and

(2) require general agents of the Secretary of Commerce to
make contributions under such temporary disability insurance
law and to make such deductions from wages or remuneration
as are required by such unemployment compensation or tempo-
rary disability insurance law.

(i) GENERAL AGENT As LEcarL EnTiTYy.—Each general agent of
the Secretary of Commerce making contributions pursuant to sub-
section (g) or (h) shall for purposes of such subsections, be considered
n legal entity in his capacity as an instrumentality of the United
States, separate and distinet from his identity as a person employing
individuals on his own account.

() DEN1aL oF CrepiTS IN CERTAIN CASES.—Any person required,
pursuant to a permission granted by this section, to make contributions
to an unemployment fund under a State unemployment compenstaion
law approved by the Secretary of Labor under section 3304 shall not be
(zniitle(lp to the credits permitted, with respect to the unemployment com-
pensation law of a State, by subsections (a) and (b) o}) section 3302
against the tax imposed by section 3301 for any tazable year after Decem-



74 © UNEMPLOYMENT INSURANCE AMBENDMENTS OF 1966

ber 31, 1967, if, on October 31 of such tazable year, the Secretary of Labor
certifies to the Secretary his finding, after reasonable notice and vppor-
turaty for hearing to the State agency, that the wnemployment compensa-
tion law of such étate 8 tnconsistent with any one or more of the condi-
tions on the basis of which such permission is granted or that, in the
application of the Slate law with respect to the 12-month period endin
on such October 31, there has been a substantial failure to comply wit
any one or more of such conditions. For purposes of section 3311, a
Sinding of the Secretary of Labor under this subsection shal! be treated as
a finding under section 3304(c).

SEC. 3306. DEFINITIONS.
* * * * * * »

(b) Wages.—For purposes of this chapter, the term ‘‘wages”
means all remuneration for employment, including the cash value
of all remuneration paid in any medium other than cash; except that
such term shall not include—

(1) that part of the remuneration which, after remuneration
(other than remuneration referred to in the succeeding para-
graphs of this subsection) equal to [$3,000] $3,900 ' with respect
to employment has been paid to an individual by an employer
during any calendar year, is paid to such individual bf‘; such
employer during such calendar year. If an employer (herein-
after referred to as successor employer) during any calendar
fvear acquires substantially all the property used in a trade or
business of another employer (hereinafter referred to as a pred-
ecessor), or used in a separate unit of a trade or business of a
{)redecessor, and immediately after the acquisition employes in
is trade or business an individual who immediately prior to the
acquisition was employed in the trade or business of such pred-
ecessor, then, for the purpose of determining whether the successor
employer has paid remuneration (other than remuneration
referred to in the succeeding paragraphs of this subsection) with
respect to employment equal to [$3,000] $3,900' to such in-
dividual during such calendar year, any remuneration (other
than remuneration referred to in the succeeding paragraphs of
this subscction) with respect to employment paid (or considered
under this paragraph as having been paid) to such individual
by such predecessor during such calendar year and prior to such
acquisition shall be considered as having been paid by such
successor employer;

* * * x * * *

(c) EmMpLoYMENT.—For purposes of this chapter, the term ‘‘em-
ployment” means any service performed prior to 1955, which was
employment for purposes of subchapter C of chapter 9 of the Internal
Revenue Code of 1939 under the law applicable to the period in
which such service was performed, and any service, of whatever
nature, performed after 1954 by an employee for the person employing
him, irrespective of the citizenship or residence of either, (A) within
the United States, or (B) on or in connectioh with an American vessel
or American aircraft under a contract ot service which is entered

! Effective with respect to remuneration pald after December 31, 1067, Effective with respect to remu-
neration paid after December 35, 1971, the $3,900 amount is changed to $4,800.
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into within the United States or during the performance of which
and while the employee is employed on the vessel or aircraft it touches
at a port in the United States, if the employee is employed on and in
connection with such vessel or aircraft when outside the United
States, except—

* * * * * * »

(10) (A) service performed in any calendar quarter in the
employ of any organization exempt from income tax under
section 501(a) (other than an organization described in section
401(a)) or under section 521, if the remuneration for such service
is less than $50, or

(B) service performed in the employ of ‘a school, college, or
university, if such service is performed by a student who is
enrolled and is regularly attending classes at such school, college,
or university [;], or

O) service performed by an individual who is enrolled at an edu-
cational institution (within the meaning of section 1651(e)(4)) as a
student in a full-time program, taken for credit at such institution,
which combines academic instruction with work experience, if such
institution has certified to the employer that such service 18 an integral
part of such program;

* » * * * » *

[(i) EmpLoYEE.—For purposes of this chapter, the term ‘“‘employee’’
includes an officer of a corpordtion, but such term does not include—-
[(1) any individual who, under the usual common law rules
applicable in determining the employer-employee relationship,
has the status of an independent contractor, or -
[(2) any individual (except an officer of a corporation) who is
not an employee under such common law rules.

(7)) EMprovee.—For purposes of this chapter, the term ‘' employee” has
the meaning assigned to such term by section 3121(d), except that sub-
paragraphs (B) and (C) of paragraph (3) shall not apply.

%* *

* * * *

[(k) AgricuLTurRAL LABOR.—For purposes of this chapter, the
term “agricultural labor” includes all service performed-—

[g(?) on a farm, in the employ of any person, in connection with
cultivating the soil, or in connection with raising or harvesting
any agricultural or horticultural commodity, including the
raising, shearing, feeding, caring for, training, and management
of livestock, bees, poultry, and fur-bearing aninials and wildlife;

[(2) in the empYoy of the owner or tenant or other operator
of a farm, in connection with the operation, management, con-
servation, improvement, or maintenance of such farm and its
tools and equipment, or in salvaging timber or clearing land of
brush and other debris left by u%urricane, if the major part of
such service is performed on a farm;

. (3) in connection with the production or harvesting of maple
sirup or maple sugar or any commodity defined as an agricultural
commodity in section 15(g) of the Agricultural Marketing Act,
as amended (46 Stat. 1550, § 3; 12 U.S.C. 1141j), or in connection
with the raising or harvesting of mushrooms, or in connection with
the hatching of poultry, or in connection with the ginning of

*
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cotton, or in connection with the operation or maintenance of
ditches, canals, reservoirs, or waterways used exclusively for
supplying and storing water for farming purposes; or

(4) in handling, planting, drying, packing, packaging, proc-
cessing, freezing, grading, storing, or delivering to storage or to
market or to a carrier for transportation to market, any agricul-
tural or horticultural commodity; but only if such service is
performed as an incident’ to ordinary farming operations or, in
the case of fruits and vegetables, ns an incident to the preparation
of such fruits or vegetables for market. 'The provisions of this
paragraph shall not be deemed to be applicable with respect to
service performed in connection with commercial canning or
commercial freezing or in connection with any agricultural or
horticultural commodity after its delivery to a terminal market
for distribution for consumption.
As used in this subsection, the term “farm’’ includes stock, dairy,
poultry, fruit, fur-bearing animal, and truck farms, plantations,
ranches, nurseries, ranges, greenhouses or other similar structures
used primarily for the raising of agricultural or horticultural com-
modities, and orchards.}

(k) Aaricurrvrar LaBor.---For purposes of this chapter, the term
“agricultural labor” has the meaning assigned to such term by subsection
(9) of section 3121, except that for purposes of this chapter subparagraph
(B) of paragraph (4) of such subsection (g) shall be treated as reading:

“(B) in the employ of a aroug of operators of farms (or a
cooperative organization of which such operators are members)
in the performance of service described in subparagraph (A),
but only of such operators produced wore than one-half of the
commodity with respect to which suck szrvice is performed.’.
* * * * * * *
{SEC. 3309. SHORT TITLE.
\'l‘l’xi:.sl; chapter may be cited as the “Federal Unemployment Tax
Act.”
SEC. 3309. BENEFIT REQUIREMENTS

Skc. 3309. (a) CErriFrcaTioN.—On October 31, 1968, and October 31
of each calendar year thereafter, the Secretary of Labor shall certify to
the Secretary each State whose law he finds 18 in accord with the require-
ments of subsection (c) and has been in accord with such requirements
Jor substantially all of the 12-month period ending on such October 31
(except that for 1968, it shall be the j-month ;mm'od ending on October
31) and that there has been substantial compliance with such State law
requirements during such period. The Secretary of Labor shall not
withhold his certification to the Secretary unless, after reasonable notice
and opportunity for hearing to the State agency, he finds that the State
law 1s not in accord with the requirements of subsection (c) or has not
been in accord with such requirements for substantially all of the 12-month
period. ending on such October 31 (except that for 1968, it shall be the
4-month period ending on October 31) or that there has been a failure
to comply substantially with such State law requirements during such
period.  For any State which is not certified under this subsection on any
October 31, the Secretary of Labor shall within 10 days thereafter notify
the Secretary of the reduction in the credit allowable to taxpayers subject
to the un.mployment compensation law of such State pursuant to section
3302(c)(4). '
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(b) Norrce ro GovErNorR oF NONCERTIFICATION.—

If at any time the Secretary of Labor has reason to believe that a State
may not be certified under subsection (a) he shall promptly notify the
Gorernor of such State.

(¢) REQUIREMENTS.—

(1) WitH RESPECT TO )ENEFIT YEARS BEGINNING ON OR AFTER
JULY 1, 1968,—

(A) the State law shall not require that an individual have
more than 20 weeks of employment (or the equivalent as provided
i subsection (4)) in the base period to qualify for unemploy-
ment compensalion;

(B) the State law shall provide that the weekly benefit amount
of ange eligible ndividual for a week of total unemployment
shall be (1) an amount equal to at least one- l}i’; :)gf such indi-
nidual’s average weekly wage as determined by tate agency,
or (1) the State maximum weekly denefit amount (exclusive of
allowances with respect to dependents) payable with respect to
such week under such law, whichever is lesser; '

(C) the State law shall promde for an individual with 20
weeks of employment (or the equivalent) in the base period,
benefits in a benefit year equal to at least 26 times his weekly
benefit amount. . ‘
Any weekly benefit amount payable under a State law may be
rounded to an even dollar amount in accordance with such State law.

(8) The State maximum weekly benefit amount (exclusive of allow-
ances with respect to dependents) shall be no less than 60 pireent of
the Statewide average weekly wage most recently computed before the
beginning oz any benefit year which begins after June 30, 1568.

(3) In ining whether an individual has 20 weeks of em-
pnl:)iyment, there must be counted as a week, any week in which the
mdiwidual earned at least 26 percent of the Statewide average weekly

wage.

(4) For the purpose of subsectione (¢)(1)(A) and (C), the equiva-
lent of 20 weeks of employment in a State which uses high-quarter
wages ts total base period wages equal to five times the Statewide
average weekly wage, and either one and one-half times the indi-
ndual’s high-quarter earnings or forty times his weekly benefit
amount, whichever i3 appropriate under State law.

(d). DeFINITIONS.—

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

(2) “base period’ means a period as defined in State law but it
shall be fifty-two consecutive weeks, one year, or four conseculive

r quarters ending not earlier than siz months prior to the
beginni (Z an indwidual’s benefit year.

(8) “high-quarter wages” means the amount of wages for services

- p:éformed in employment covered under the State law parvd to an
individual in that quarter of his base period in which such wages
were highest, irrespective of the limitation on the amount of wages
subject to contributions under such State law.

(14) “individual’s average weekly wage” means an amount com-
puted equal to (A) one-thirteenth of an individual’s high-quarter
wages, 1n a State which bases eligibility on high-quarter wages paid
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in the base period or (B) in any other State, the amount obtained
by dividing the total amount of wages (irrespective of the limitation
on the amount of wages subject to contributions under the State law)
paid to such individual during his base period by the number of
weeks in which he performed services in employment covered under
such law during such period.

(6) “statewide average weekly wage’’ meanrs the amount computed
by the State agency at least once each year on the basis of the aggregate
amount of wages, irrespective of the limitation on the amount of
wages subject to contributions under such State law, reported by
employers as paid for services covered under such State law during
the firat four of the last six completed calendar quarters prior to the
;’;E{/ective date of the computation, divided by a figure representing
Sifty-two times the twelve-month average of the number of employees
in the pay period which includes the twelfth day of each month
during the same four calendar quarters, as reported by such employers.

SEC. 3310, STATE LAW COVERAGE OF CERTAIN SERVICE PER-
FORMED FOR NONPROFIT ORGANIZATIONS AND FOR
STATE HOSPITALS AND INSTITUTIONS OF HIGHER
EDUCATION.

(@) Srarre  Law  Reuiresexrs.——For  purposes of  section
330/ (a)(6)-— |

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

(A) service excluded from the term “‘employment” solely by
reason of paragraph (8) of section 3306 (c), and

(B) service pe/;f(lrrmell in the employ of a State, or any instru-
mentality of one or more States, ./{)r a hospital or institution of
higher education, if such service is excluded from the term
“employment” solely by reason of paragraph (7) of section
3306(e); and

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

(5) Secrion Nor To Appry 10 CERTAIN SERVICE.——This section
shall not apply to service performed—

(1) n the employ of (A) a church or convention or association of
churches, or (B) an organization which is operated primarily for
religious purposes and which is operated, supervised, controlled, or
principally supported by a church or convention or association of
churches; _

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

(3) in the employ y‘ an educational institution which is not an
nstitution of higher education;
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(4) in the case of an institution of higher education, by an indi-
ridual employed in an instructional, research, or principal adminis-
trative capacuty; :

(6) in the case of a hospital (or in the case of a medical research
organization directly engaged in the continuous active conduct of
medical research in conjunction with a hospital), by an individual as
a_ physician, dentist, osteopath, chiropractor, naturopath, or
Christian Science practitioner, or by an individual employed in an
instructional or research capacity,

(6) in a facility conducted for the purpose of carrying out a
program of—

: (A) rehablitation for indiiduals whose earning capacity s
impaired by age or physical or mental deficiency-or ingury, or
B) providing remunerative work for individuals who be-
cause of their impaired physical or mental capacily cannot be
readily absorbed in the competitive labor market,
by an individual receiving such rehabilitation or remunerative
work; and

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

SEC, 3311. JUDICIAL REVIEVW.

(@) IN QENERAL.—Whenever under section 3303(b), section 3304(c)
or section 3309(a) the Secretary of Labor makes a finding pursuant to
which he is required to withhold a certification under such section, such
State may, within 60 days after the Governor of the State has been notified
of such action, file with the United States court of appeals for the circuit
ir which such State is located or with the United States Court of Aﬁpeals
for the Dhstrict of Columbia a petition for review of such action. copy
of the petition shall bejortlmvitﬁ7 transmitted by the clerk of the court to i€
Secretary of Labor. The Secretary of Labor thereupon shall file in the
court the record of the proceedings on which he based his action as provided
n section 2112 of title 28, United States Code.

(b) Finpines oF Facr.—The findings of zact by the Secretary of
Labor, unless contrary to the weight of the evidence, shall be conclusive;
but the court, for good cause shown, may remand the case to the Secretary
of Labor to take further evidence, and the Secretary of Labor may there-
upon make new or modified findings of fact and may modify his previous
action, and shall certify to the court the record of the further proceedings.
Such new or modified findings of fact shall likewise be conclusive unless
contrary to the weight of the evidence. :

(¢) Jurispicrion or Covrr; Review.—The court shall have juris-
diction to affirm the action of the Secretary of Labor or to set it aside, in
whole or in part. The judgment of the court shall be subject to review
by the Supreme Court of the United States wpon certiorars or certification
as provided in section 126/ of title 28, United States Code. ~

(’:i) Sray or SECRETARY oF LABOR's AcTION.— )

(1) The Secretary «f)f Labor shail not withhold any certification
under section 3308(b), section 3304(c) or section 3309(a) until the
expiration of 60 days after the Governor of the State has been notified
ojl?he action referred to in subsection (a) or until the State has filed
a petition jor review of such action, whichever i3 earlier.
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(2) The commencement of judicial proceedings under this section
shall not stay the Secretary’s action, but the court may grant interim
relief if warranted, including stay of the Secretary's action and
ineluding such relief as may be necessary to preserve status or rights,

(e) PREFERENCE.~—Any judicial proceedings under this section shall
be entitled to, and, upon request of the Secretary or tie State, shall receive
a pre lerence and shall be heard and determined as expeditiously as
possible.

SEC. 3312. SHORT TITLE. .
This chapter may be cited as the ‘' Federal Unemployment Taz Act.”

' THE SOCIAL SECURITY ACT

L * * * * * *

TI'TLE 1I--GRANTS TO STATES FOR UNEMPLOYMENT
COMPENSATION ADMINISTRATION

Appropriations

Section 301. The amounts made available pursuant to section
001(c)(1)(A) for the purpose of assisting the States in the adminis-
tration of their unemployment compensation laws shall be used as
hereinafter provided.

: Payments to States

Sec. 302. (a) The Secretary of Labor shall from time to time
certify to the Secretary of the Treasury for payment to each State
which has an unemployment compensation law approved by the Sec-
retary of Labor under the KFederal Unemployment Tax Act such
amounts as the Secretary of Labor determines to be necessary for
the proper and efficient administration of such law during the fiscal
year for which such payment is to be made. The Secretary of Labor’s
determination shall be based on (1) the population of the State; (2)
an estimate of the number of persons covered by the State law and
of the cost of proper and efficient administration of such law; and
(3) such other [actors as the Secretary of Labor finds relevant. The
Secretary of Labor shall not certify for payment under this section in
any fiscal year a total amount in excess of the amount approprinted
therefor for such fiscal year.

(b) Out of the sums appropriated therefor, the Secretary of the
Treasury shall, upon receiving a certification” under subsection (a)
pay, through the Fiscal Service of the Treasury Department and prior
to audit or settlement by the General Accounting Office, to the State
agency charged with the administration of such law the amount so
certified.

Provisions of State Laws

Sec. 303. (a) The Secretary of Labor shall make no certification
for payment to any State unless he finds that the law of such State,
approved by him under the Federal Unemployment Tax Act, includes
provision for— .

(1) Such methods of administration (including after January
1, 1940, methods relating to the establishment and maintenance
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of iersonnel standards on a merit basis, except that the Secretary
of Labor shall exercise no authority with respect to the selection,
tenure of office, and compensation of any insividual employed in
accordance with such methods) as are found by the Secretary of
Labor to be reasonably calculated to insure full payment of un-
employment com})ensation when due; and

(2) Payment of unemployment compensation solely through
public employment offices or such other agencies as the Secretary
of Labor may approve; and

(3) Opportunity for a fair hearing, before an impartial tribu-
nal, for all individuals whose claims for unemployment com-
pensation are denied; and o )

(4) The ia ent of all money received in the unemployment
fund of suc g!t,nate (except for refunds of sums erroneously paid
into such fund and except for refunds paid in accordance with
the provisions of section 3305(b) of the Federal Unemployment
Tax Act), immediately upon such receipt, to the Secretary of the
Treasury to the credit of the Unemployment Trust Fund estab-
lished by section 904; and

(6) Expenditure of all money withdrawn from an unemploy-
ment fund of such State, in the payment of unemployment com-
pensation, exclusive of expenses of administration, and for refunds
of sums erroneously paid into such fund and refunds paid in
accordance with the provisions of section 3305(b) of the Federal
Unemployment Tax Kct: Provided, That an amount equal to the
amount of employee payments into the unemployment fund of a
State may be used in the payment of cash benefits to individuals
with respect to their disability, exclusive of expenses of adminis-
tration: Provided further, That the amounts specified by section
903(c)(2) may, subject to the conditions prescribed in such sec-
tion, be used for expenses incurred by the State for administra-
tion of its unemJ)loyment compensation law and public employ-
ment offices; an , )

(6) The making of such reports in such form and containing
such information, as the Secretary of Labor may from time to
time require, and compliance with such provisions as the Secre-
tary of Labor may from time to time find necessary to assure the
correctness and verification of such report; and

(7) Making available upon request to any agency of the United
States charged with the administration of public works, or assist-
ance through sublic employment, the name, address, ordinary
occupation and employment status of each recipient of unem-
ployment compensation, and a statement of such recipient’s rights
to further compensation under such law; and

(8) Effective July 1, 1941, the expenditure of all moneys re-
ceived pursuant to section 302 of this title solely for the purpose
and in the amounts found necessary by the Secretary of Labor
for the proper and efficient administration of such State law; and

(9) Effective July 1, 1941, the replacement, within a reasonable
time, of any moneys received pursuant to section 302 of this title,
which, because of any action or contingency, have been lost or
have been expended for purposes other than, or in amounts in
excess of, those found necessary by the Secretary of Labor for
the proper administration of such S)t',ate law.
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-(b) Whenever the Secretary of Labor, after reasonable notice and
opportunity for hearing to the State agency charged with the admin-
i?ltration of the State law, finds that in the administration of the law
there is—

(1) a denial, in a substantial number of cases, of unemploy-
{nent compensation to individuals entitled thereto under such
aw; or

(2) a failure to comply substantially with any provision
specified in subsection (a);

the Secretary of Labor shall notify such State agency that further
payments will not be made to the State until he is satisfied that there
1s no longer any such denial or failure to comply. Until the Secretary
of Labor is so satisfied, he shall make no further certification to the
Secretary of the Treasury with respect to such State: Provided, That
there shall be no finding under clause (1) until the question of entitle-
ment shall have been decided by the highest judicial authority given
jurisdiction under such State law: Provided further, That any costs
may be paid with respect to any claimant by a State and included as
costs of administration of its law.

(¢) The Secretary of Labor shall make no certification for pay-
ment to any State if he finds, after reasonable notice and opportunity
for hearing to the State agency charged with the administration of
the State law—

(1) That such State does not make its records available to
the Railroad Retirement Board, and furnish to the Railroad
Retirement Board at the expense of the Railroad Retirement
Board such ccpies thereof as the Railroad Retirement Board
deems necessary for its purposes; or

(2) That such State is failing to afford reasonable cooperation
with every agency of the United States charged with the admin-
istration of any unemployment insurance law.

Judicial Review

Sec. 304. (a) Whenever the Secretary of Labor—-
(1) finds that a State law does not include provisions meeting the
requirements of section 303(a), or
(2) makes a finding with respect to a State under subsection (b)
or (c¢) of section 303,
such State may, within 60 days after the Governor of the State has been
notified of such action, file with the United States court of appeals for
the circuit in which such State is located or with the United States Court
of Appeals for the District of Columbia a petition for review of such
action. A copy of the petition shall be forthwith transmitted by the clerk
of the court to the Secretary of Labor. The Secretary of Labor thereupon
shall file in the court the record of the proceedings on which he based his
action as provided 1n section 2112 of title 28, United States Code.

(b) The findings of fact by the Secretary of Labor, unless contrary to
the weight of the emdence, shall be conclusive; but the court, for good
cause shown, may remand the case to the Secretary of Labor to take fur-
ther evidence, and the Secretary of Labor may thereupon make new or
modified findings of fact and may modify his previous action, and shall
certify to the court the record of the further proceedings. Such new or
modified findings of fact shall likeunse be conclusive unless contrary to
the weight of the emdence.
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(¢) The court shall have jurisdiction to affirm the action of the Secretary
of Labor or to sei it aside, vn whole or in part. The judi]gment of the court
shall be subject to review by the Supreme Court of the United States upon
certiorary or certification as provided wn section 1264 of title 28, United
States Code. :

(d) (1) The Secretary of Labor shall not withhold any certification for
payment to any Staie under section 302 uniil the expiration of 60 days
after the Governor of the State has been notified of the action referred to
in paragraph (1) or (2) of subsection (a) or until the State has filed a
petilion for review of such action, whichever is earlier.

(2) The commencementi of judricial proceedings under this section shall
not stay the Secretary’s action, but the court may grant interim relief 1’7{
warranted, tncluding stay of the Secretary’s action and including suc
relief as may be necessary to preserve status or rights.

(e) Any judicial proceedings under this section shall be entitled to,
and, upon request of the Secretary or the State, shall receive a preference
and shall be heard and determined as expeditiously as possible.

* * * * * * *

TITLE IX—MISCELLANEOUS PROVISIONS RELATING TO
EMPLOYMENT SECURITY

Employment Security Administration Account
~ Establishment of Account

Section 901. (a) * * *

* * % * * * ’ *
Administrative Expenditures

. T :

(e)(1) There are hereby authorized to be made available for ex-|

penditure out of the employment security administration account for:
tlixe fiscal year ending June 30, 1964, and for each fiscal year there-,
after— '
(A) such amounts (not in excess of the limit provided by para
graph f(3)) as the Congress may deem appropriate for the pur
pose of— ‘
~ (1) assisting the States in the administration of their un
employment compensation laws as provided in title III (in
cluding administration pursuant to oﬁreements under an
Federal unemployment compensation law, except the Tem-
porary Unemployment Compensation Acv of 1958, as
amended),

(ii) the establishment and maintenance of systems of
ublic employment offices in accordance with the Act of
ane 6, 1933, us amended (29 U.S.C,, secs. 49-49n), and

(iii) carrying into effect section 2012 of title 38 of the

United States Code; '

* * » * . * ®

. . ' '
(3) For purposes of paragraph (1) (A), the limitation on the amount
authorized to %e made avi%lrnble for any fiscal year is— l}
(A) in the case of [the] fiscal year [ending June 30, 1964

1967, an amount equal to 95 percent of the amount estima tey
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- I}':y the Secretary of the Treéasury] and set forth in the Budget of
the United States Government as the net receipts during such
[fiscal] year under the Federal Unemployment.Tax Act; [and]

(B) in the case of [any] fiscal year 1968 [thereafter], an
amount equal to 95 percent of the amount estimated and set
forth in the Budget of the United 3tates Government for such
fiscal year as five-sizths of the net receipts during such year under
the Federal Unemployment Tax Act;

(€’) in the case of any fiscal year after fiscal year 1968 and before
Jiscal year 1973, an amount equal to 96 percent of the amount esti-
mated and set forth in the Budget of the United States Government
for such fiscal year as three-fourths of the net receipts during such
year under the Federal Unemployment Tax Act; and

(D) 1n the case of any fiscal year after fiscal year 1972, an amount
equal to 96 percent of the amount estimated and set forth in the
Blud, et of the United States Government for such fiscal year as two-
thirds of the net receipts during such fiscal year under the Federal
Unemployment Tax Act.

Each estimate of net receipts under this paragraph shall be based on a
tax rate of 0.4 percent in the case of any fiscal year prior to 1968, and
of 0.6 percent in the case of fiscal year 1968 or any fiscal year thereafter.
The Secretary of the Treasury shall report his estimate under sub-
paragraph (A) to the Congress within 30 days after the date of the
enactment of this paragraph. Such report shall be printed as a
House document.

Determination of Excess and Amount To Be Retained in Employment Security
Administration Account

(f)(1) The Secretary of the Treasury shall determine as of the
close of each fiscal year (beginning with the fiscal year ending June 30,
1961) the excess in the employment security administration account.

(2) The excess in the employment security administration account
us of the close of any fiscal year is the amount by which the net bal-
ance in such account as of such time (after the application of section
902(b)) exceeds the net balance in the employment security admin-
istration account as of the beginning of that fiscal year (including the
fiscal year for which the excess is being computed) for which the net
balance was higher than as of the beginning of any other such fiscal
year.

(3) If the entire amount of the excess determined under paragraph
(1) as of the close of any fiscal year is not transferred [to the Federal
unemployment account]} to the extended unemployment compensation
account, to the Federal unemployment account, or both, there shall be
retained (as of the beginning of the succeeding fiscal year) in the em-
ployment security-administration account so much of the remainder
as does not increase the net balance in such account (as of the begin-
ning of such succeeding fiscal year) above $250,000,000.

(4) For the purposes of this section, the net balance in the em-
ployment sécurity administration account as of any time is the
amount in such account as of such time reduced by the sum of—

(A) the amounts then subject to transfer pursuant to subsec-
tion (d), and
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(B) the balance of advances splus interest accrued theregn)
th)en repayable to the revolvirig fund -established by subsection
(e). , ]

The net balance in the employment security administration account

as of the be%inning of any fiscal year shall be determined after the

dispcl)sition of the excess in such account as of the close of the preceding
fiscal year.

Transfers Between Federal Unemployment Account and
Employment Security Administration Account

Transfers to Federal Unemployment Account

~ Sec. 902. (a) Whenever the Secretary of the Treasury determines
pursuant to section 901(f) that there is an excess in the employment
security administration account as of the close of any fiscal year,
there shall be transferred (as of the beginning of the succeeding fiscal
year) to the Federal unemployment account [the total amount of such
excess] the 6porticm of such excess remaining after the application of
secticn 906(b)(2) or so much thereof as is required to increase the
amount in the Federal unemployment account to whichever of the
following is the greater: \ ' ‘
(1) $550,000,000, or '
(2) The amount (determined by the Secretary of Labor and
certified by him to the Secretary of the Treasury) equal to four-
tenths of 1 per centum of the total wages subject to contributions
under all State unemployment compensation fa.ws for the calendar
. year ending during the fiscal year for which the excess is
determined.
* * * < * %* * *

Amounts Transferred to State Accounts

Sec. 903. (a) (1) * * * In General

* * * * ® * *
Use of Transferred Amounts

(c)(1) Except us 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, pursuant.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
itsdune;npilfoyment compensation law and public employment offices if
and only if—

A) the purposes and amounts were specified in the law making
the appropriation, u

(B) the appropriation law did not authorize the obligation of
such money after the close of the iwo-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
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(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 [nine] fourteen pre-
ceding fiscal years, exceeds (ii) the 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
Lten] fifteen fiscal years.

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

[Federal Extended Compensation Account
 [Establishment of Account

[Sec. 905. (a) There is hereby established in the Unemployment
Trust Fund a Federal extended compensation account.  For the pur-
poses provided for in section 904 (e), such account shall be maintained
as a separate book account. There are hereby authorized to be
appropriated, without fiscal year limitation, such amounts as may be
necessary to make the payments of compensation provided by sections
3 and 8 of the Temporary Extended Unemployment Compensation
Act of 1961 and the reimbursements provided by section 4 of such
Act. The amounts so appropriated shall be transferred from time
to time to the Federal extended, compensation account on the basis
of estimates by the Secretary of the Treasury after consultation with
the Secretary of Labor of the amounts required to make such pay-
ments and reimbursements. Amounts so transferred shall be repay-
able advances (without interest), except to the extent that such
amounts are used to make the payments of compensation provided
by sections 3 and 8 of the Temporary Extended Unemployment Com-
pensation Act of 1961 to individuals by reason of the exhaustion of
their rights to unemployment compensation under title XV. Such
repayab%e advances shall be repaid by transfers, from the Federal
extended compensation account to the general fund of the Treasury,
at such times as the amount in the Federal extended compensation
account is determined by the Secretary of the Treasury, in consulta-
tion with the Secretary of Labor, to be adequate for such purpose.

[Transfers to Account

[(b) The Secretary of the Treasury shall transfer (as of the close
of each month in the calendar years 1963 and 1964), from the em-
ployment security administration account to the Federal extended
compensation account established by subsection (a), an amount de-
termined by him to be equal to 50 percent (with respect to the calendar



UNEMPLOYMENT INSURANCE AMBENDMENTE OF 1966 - 87

year 1963), or 5/13 (with respect to the calendar year 1964), of the
amount by which—
[(1) transfers to the employment security administration ac-
count pursuant to section 901(b)(2) during such month, exceed
[(2) payments during such month from the employment
secin‘(i(g' administration account pursuant to section 901(b)(3)
anc . ,
If for any such month the payments referred to in paragraph (2)
exceed the transfers referred to in paragraph (1), proper adjustments
shall be made in the amounts subsequently transferred.

[Transfers to State Accounts

[(c)(1) The Secretary of the Treasury shall transfer (as of Decem-
ber 31, 1963), from the Federal extended compensation account to
the accounts of the States in the Unemployment Trust Fund, the
balance in the Federal extended compensation account as of such
date. Such balance shall be determined by deducting from the
amount in the account on December 31, 1963, the amount of the
outstanding advances made to such account pursuant to subsection (a).

[(2) Each State’s share of the balance to be transferred under this
subsection— -

[(A) shall be determined by the Secretary of Labor and certi-
fied by him to the Secretary of the Treasury before that date on
the basis of reports furnished by the States to the Secretary of
L.abor before December 1, 1963, and

[(B) shall bear the same ratio to the balance in such account
as of December 31, 1963, as (i) the amount of wages subject to
contributions under such: State’s unemployment compensstion
law during 1961 and 1962 which have been reported to the State
before May 1, 1963, bears to (ii) the total of wages subject to con-
tributions under all State unemployment compensation laws
during 1961 and 1962 which have been reported to the States
before May 1, 1963. . ‘

[Termination -of Account

[(d) Except as provided by subsection (¢), no transfer to or from
the Federal extended compensation account shall be made after De-
cember 31, 1964.]}

Extended Unemployment Compensation Account
Establishment of Account

Sec. 905. (a)- There is hereby established in the Unemployment Trust
Fund an extended unemployment compensation account. For the pur-
puses provided for in section 904(e), such account shall be maintained as

a separate book account. _
Transfers to Account

(b)(1) The Secretary of the Treasury shall transfer (as of the close of
January 1968, and each month thereafter), from the employment security
administration account to the extended umemployment compensation
account established by subsection (a), an amount jetermined y him to
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be equal, in calendar year 1968, to one-sixth, in the case of any calendar
year after 1968 and prior to 1973, one-fourth, and, in the case of any
calendar year after 1972, one-third, of the amount by which—
(A) transfers to the employment security administration account
pursuant to section 901(b)(2) during such month, exceed
(B) payments during such month from the employment security
administration account pursuant to section 901(b)(3) and (d),
If for any such month the payments referred to in subparagraph (B)
exceed the transfers referred to 1n subparagraph-(A), proper adjustments
shall be made 1n the amounts subsequently transferred.

(2) Whenever the Secretary of the Treasury determines. pursuant to
section 901(f) that there 18 an excess in the employment security admin-
istration account as of the close of any fiscal year beginning after June 30,
1967, there shall be transferred (as of the beginning of the succeeding
Jiscal year) to the extended unemployment comgensation account the total
amount of such excess or so much thereof as 1s required to increase the
amount in the extended unemployment compensation account to whichever
of the following 18 the greater:

(A) $1,000,000,000, or

(B) the amount (determined by the Secretary of Labor and certi-
Jied by him to the Secretary of the Treasu'y) equal to four-tenths of 1
per centum of the total wages subject (dete: mined without any limita-
tion on amount) to contributions under all State unemployment com-
pensation laws for the calendar year ending during the fiscal year
for which the excess.is determinef

Transfers to State Accounts

(¢) Amounts in the extended unemploymsnt compensation fund shail
be available for tramnjler to the accounts of tl e States n the unemployment
trust fund as provided by section 204(d) ' f the Federal-State Extended
Unemployment Compensation Act of 1966. :

Transfers to Federal Unemployment Account

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

Advances to Extended Unemployment Compensation Account

(e) There are hereby authorized to be appropriated to the extended
unemployment compensation account, as repayable advances (without
interest), such sums as may be necessary to provide for the transfers
refeired to in subsection (c).
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Unemployment Compensation Research Program

Sec. 906. (a) The Secretary of Labor shall—

(1) establish a continuing and comprehensive program of research
to evaluate the unemployment compensation system. Such research
shall include, but not be limited to, a program %actual studies
covering the role of unemployment compensation under varying pat-
terns of unemployment, the relationship between the unemployment
compensation and other social insurance programs, the effect of State
elipbility and disqualification provisions, the personal character-
wstics, family situation, employment background and experience of
claimants, with the results of such studies to be: made public; and

- (2) establish a program of research to develop information (which
shall be made pubﬁc) as to the effect and impact of extending coverage
to excluded groups.

Authorization of Appropriations

(b) There are hereby authorized to be appropriated for the fiscal
year ending June 30, 1967, and for each fiscal year thereafter such sums
as may be necessary to carry out the purposes of this section. From the
sums authorized to be appropriated by tbpw subsection the Secretary ma;
provide for the conduct of research authorized by this section throug
grants or contracts.

Training Grants for Unemployment Compensation Personnel

Sec. 907. (a) In order to assist in- increasing the effectiveness and
efficiency of administration of the unemployment compensation program
by increasing the number of adequately trained personnel, there are hereby
authorized to be appropriated for the fiscal year ending June 30, 1967,
the sum of $1,000,000, and for each fiscal year thereafter such sums as
may be necessary for training such personnel,

(6) (1) From the sums authorized to be appropriated by subsection (a)
the Secretary shall provide (A) directly and through State agencies or
through grants to or contracts with public or nonprofit private institutions
o/hz’gher learning, for training personnel who are employed or preparing
Jor employment in the administration of the unemployment compensation
program, including claims determinations and adjudication, and (B)
directly or through grants to or contracts with public or nonprofit private
agencies or institutions, for special courses of study or seminars of short
duration (not in excess of one year) for training of such personnel, and
(C) directly or through grants to or contracts with public or nonprofit
private institutions of higher learning, for establishing and maintainin
fellowships or traineeships for such personnel at such institutions, wit
such _stipends and allowances as may be permitted by the Secretary.

(2) The Secretary may, to the extent he finds such action to be neces-
sary, prescribe requirements to assure that any individual will repay the
amounts of his fellowship or traineeship received under this subsection to
the extent such individual fails to serve, for the period prescribed by the
Secretary, with a State agency or with the Federal Government, in con-
nection with administration of any State employment security program. .
The Secretary may relieve any indvwidual of his obligation to so repay, in
whole or in part, whenever and to the extent that requirement of such
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repayment would,"in hs judgment, be inequitable or would be contrary
to the purposes of any of the programs established by this section. '

* » » * . * *
TITLE XII-—ADVANCES TO STATE UNEMPLOYMENT
FUNDS
* * . * . * *

Advances to Federal Unemployment Account

Sec. 1203. There are hereby authorized to be approptiated to the
Federal unemployment account, as repayable advances (without in-
terest), such sums as may be necessary to carry out the purposes of
this title. Whenever, after the application of section 901(f)(3) with
respect to the excess in_the employment security administration
account as of the close of any fiscal year, there remains any portion of
such excess, so much of such remainder as does not exceed the [bal-
ance] balances of advances made pursuant to section 9056(e) or this
saction shall be transferred to the general fund of the Treasury and
shall be credited against, and shall operate to reduce, [such balance of
advances] first the balance of advances under section 9056(e) and then
the balance of advances under this section.

*® » * * * * *



VII. MINORITY VIEWS

In the consideration of this bill (H.R. 15119) the committee by a
majority of one vote adopted an amendment to the bill, as reported,
which would provide Federal standards relating to the eligibility,
amount, and duration of benefits payable to unemployed workers of
State programs. No justification exists for this radical departure in
the bsic concept of the Federal-State unemployment insurance pro-
gram. On the contrary, a review of the 30-year history of this legisla-
tion conclusively demonstrates that without the heavy hand of Federal
intervention, the individual States have adopted, modified, improved,
and expanded their unemployment insurance programs to meet the
peculiar conditions of each State so as to produce a better program
than would have resulted if the States had been held to rigid Federal
benefit standards. :

We feel the adoption of the Foderal benefit standard is not progres-
sive, but regressive. The standard will reverse the progress the pro-
gram has experienced,. to the detriment of the great majority of
covered workers. If the recommendations of the Johnson adminis-
tration on unemployment compernsation ére an indication of the kind
of Federal regulation we may expect, the capacity of the unemploy-
ment insurance program to. meet the needs o{ our workers will
experience a steady decline. :

he committee’s amendment could require extensive revisions in
the unemployment insurance programs in all of the 50 States, in order
to conform to one or more o}) the new Federal standards relating to
eli%ibilit , benefit amount, or duration periods.

n prti;r to meet the Federal benefit eligibility standards imposed
by the Senate amendment, 22 States would be required to amend their
laws. Thirty-three States will be required to amend their laws to
increase the maximum weekly benefit amounts payable. Additionally,
46 States will be required to increase the duration of their benefits
payable for individuals who have 20 or more weeks base-period
employment (or the equivalent). The States are required to make
these amendmenty in order to secure the benefits of the tax credit
provisions of Federal law.

In addition, the Senate amendment will force the States to use
their resources to provide increased benefits for individuals now
receiving the largest benefit amounts, at the expense of poorer workers
and families with dependents—thoss with the fewest deferable
expenditures.

he State’s freedom to prescribe the periods over which beneficiaries
will draw benefits has been an integral part of our Federal-State system
for the last 30 years. The trend in State legislation has been to adopt
n ‘“variable duration period,” correlating the length of the benefit
period to the amount of base-period employment of the claimant.

21
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The committee’s hill will require all States to provide 26 weeks of
benefits to any individual who has 20 weeks of base-period employ-
ment (or an equivalent where other formulas are applicable).

The imposition of a Federal standard relating to the “duration
period”’ over which benefits are payable will also have n disruptive
effect on State lnws,

In order to fit this requirement into the present benefit schedules,
stich drastic amendments of State duration periods will be required
that the practical effect will be to force the States to abandon variable
benefit periods. -

The argument for a uniform benefit period is based on the theory
that individuals with a smaller amount of base-period employment
have just as much need for unemployment compensation benefits,
as individuals with a higher degree of base-period employment. If
this is the objective of requiring 26 weeks of benefits for 20 weeks of
base-period employment, the means are not adapted to the ends.
Resources how being used to provide shorter benefit periods for work-
ers with less than 20 weeks of base-period employment may be needed
to meet the new standard. When the cost of maintaining a propor-
tionate benefit schedule after adoption of the new standard is added,
many States may be forced to eliminate benefits to workers who have
less than 20 weeks of base-period employment. Ironically, a Federal
standard ultimately will reduce benefits for those with smaller base-
period employment—the very group it is ostensibly designed to help.

These problems, resulting from the precipitous action taken by the
majority, will disrupt the unemployment compensation laws in all of
the 50 States. It will impair the program’s ability to meet the needs
of our unemployed workers, for whom the program, as managed by the
States, has been a bulwark during the past 30 years. For the reasons
we have stated, we strongly recommend that the Senate delete the
provisions providing Federal benefit standards relating to amount and
duration,

JoHN 1. WiLL1AMs.
WaLrace F. BENNETT.
TuarUsTON B. MorTON.
Frank CARLsoN.

CarrL T. Curris.
EveErETT M. DIRKSEN.
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