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An Act relating to exchange of unemployment of insurance information: and
nrovidino for an effective date.”

under consideration and recommends:

] do pass [ ] donot pass

i ] do pass with attached amendments(s)

NS - 21 C ] same title
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and recommends
[ 1 AND attaches a "Letter of Intent"” [ 1 New Fiscal Note
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM May 8, 1985
SUBJECT: Change to HCS CSSB 53(Jud) - draft version /I
TO: Representative M. Mike Miller

Attn: Hayden Kaden, Counsel
House Judiciary Committee

FROM Michael F. Ford "'
Legislative Counsel

Please note that | have made a minor change to the language
requested for HCS CSSB 53(Jud). | have changed the words
"required under” to "specified in" in section 1, as | be-
lieve the section referred to does specify rather than
require certain information.

MFF: 0j b
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Version #2
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BY THE JUDIIIARY COMMITTEE

HOUSE CS FOR CS FOR SENATE BILL NO. 53 (Judiciary)

IN THE LEGISLATURE OF THE STATE OF ALASKA a

FOURTEENTH LEGISLATURE -

A BILL

For an Act entitled: "An Act relat

ance information;

date."

ing to exch

FIRST SESSION

ange of unemployment insur-

and providing for an effective

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section

1. AS 23.20.110(e) is

repealed andreenactedto read:

(e) The department shall provide

state or federal agency under

system

that meets the requi

Security Act).
2. AS 23.20.110(f) 1is repealed.

*  Sec.
*  Sec.
10.070(c).

3. This Act takes effect

information requested by a

an income and eligibility verification

rements of

immediately

42 U.S.C. 1320b-7 (Social

in accordance with AS 01.-

HCS CSSB 53(Jud)
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IN THE SENATE

For an Act entitled:

Rules/Governor

Version £1

5787851

BY THE JUDICIARY COMMITTEE

HOUSE CS FOR CS FOR SENATE BILL NO. 53 (Judiciary)

IN THE LEGISLATURE OF THE STATE OF ALASKA :

FOURTEENTH LEGISLATURE -

A BILL
"An Act relating
ance information;

date."

FIRST SESSION

to exchange of unemployment insur-

and providing for an effective

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1.

this

and eligibility wverification

(e) The department

section requested by a state

42 U.S.C. 1320b-7 (Soci

* Sec.
* Sec.

10.070(c).

2. AS 23.20.110(f)
3. This Act takes

AS 23.20.110(e) is

shall provide

repealed and reenacted to read:

system that

al Security Act).

iIs repealed.

effect

rTw\nr-w y

iImmediately

-vrer *

information specified in (c) of

or federal agency under an income

meets the requirements of

in accordance with AS 01.-

HCS CSSB 53 (Jud)



BILL SHEFFIELD, GOVERNOR

DEI*ANT.>1E\T OF EAHOIK SREAINTTTIIT

phone: (907) 465-2700
OFFICE OF THE COMMISSIONER

May 8, 1985

The Honorable Mike M. Miller, Chairman
Hc:.;se Judiciary Committee

Pouch V

Juneau, AK 99811

Dear Representative Miller:

Thank you for working Senate Bill 53 into your committee schedule last
night. In reviewing the Committee®s amendment to the bill with the
Department of law this morning, however, a problem has been brought to
our attention.

Prior to amendment by the Judiciary Committee, this bill provided for
the Department of Labor to disclose unemployment insurance wage
information to appropriate state and federal programs funded by the
Social Security Act (Aid to Families with Dependent Children, Medicaid,
Food Stamps, Old Age Assistance, Aid to the Blind, Aid to Permanently
and Totally Disabled, and Supplemental Security Income for Aged, Blind
and Disabled).

This provision was 1in response to a 1984 amendment to the Social
Security Act which establishes a system for verifying the income and
eligibility of persons receiving benefits from programs operating under
the Social Security Act. Basically, the verification system consists of
the exchange of income and eligibility information among the programs.

As amended by the Judiciary Committee, however, this bill now provides
for disclosure of unemployment insurance claim information only. Claim
information 1is presently disclosable to public assistance agencies under
AS 23.20.110(c), and the bill no longer provides for the required
disclosure of wage information to Social Security Act programs.

My understanding is that the Committee intended a friendly amendment to
the bill, and that it was not intended to preclude Alaska"s partici—
pation in the information exchange system mandated by the U.S.
Department of Labor.



The Honorable Mike M. Miller -2 May 8, 1985

Accordingly, I would appreciate the Judiciary Committee"s concurrence in
amending the bill as proposed by the Department in my May 3, 1985

letter.

Thank you.

Sincerely,

Commissioner
JR.cm
12802
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OFFICE OF THE COMMISSIONER

May 3, 1985

The Honorable M. Mike Miller, Chairman
House Judiciary Committee

Pouch V

Juneau, AK 99811

Dear Representative Miller:
This is in reference to Committee Substitute for Senate Bill 53 (L&C).

As requested 1in your hearing yesterday, enclose! are copies of 42 USC 1320b-7
(Attachment A), as well as a copy of 42 USC 502 (Attachment B), which provides
that the U.S. Department of Labor may withhold administrative funding if states
do not comply with certain federal requirements. As indicated on page 3 of

the attached Unemplc*ment Insurance Program Letter do. 1-85 (Attachment C),
the U.S. Department f Labor has advised that Alaska®s administrative funding

is conditioned on participation in the income and eligibility verification
system.

We have also re-examined AS 23.20.110(c) and find that it does not duplicate
the provisions of CS for SB 53. Although subsection (c) specifically addresses

public assistance programs, it pertains to release of unemployment insurance
claim information only and doesnot limi mdisclosure to public assistance

programs administered under the Social Security Act, such as subsidized housing,
educational loan programs, etc.The disclosure provided in CS for SB 53, on
the other hand, relates to wage information only and limits disclosure to Social
Security Act programs.

However, we do find that AS 23.20.110(e; and (f) are duplicative of the pro—
visions of CS for SB 53, inasmuch as the Aid to Families with Dependent

Children and Food Stamp programs covered by these subsections are included
in those programs which must participate in the eligibility and verification
system under 42 USC 1320b-7.

07 GILH



Accordingly, also enclosed for your consideration are draft amendments to the
bill to remedy the duplication problem. We apologize for this oversight and
appreciate the assistance of the Committee in this matter.

Please note also that 42 USC 1320b-7, subsection (a)(5) provides an assurance

that the wage information be made available only for valid administrative needs
and that it be protected against unauthorized disclosure.

Sincerely

Commissioner

Enclosures
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<hl Report Id C'oncrc*. b» Secretary

The Secretary si.all from time to time submit to the Congress a report on the
prO%ress am) current status of each of the approved pilot projects under this section,
Each such report shall reftect the periodic reports theretofore submitted to tie
Secretary by the States involved umkr subsection tg> of this section, and shall
contain such additional comments, findings, and recommendations with respect to
the operation of the program under .this section as.the Secretary may determine to
be appropriate.

(I Study of program by Comptroller General

The Compt' ' General shall, at such time or times as he determines to be
appropriate, mm , Wand evaluate any arall of the pilot prOéects undertaken pursuant
to this section, and shall from time to time report to the Congress on the results of
such reviews and evaluations together with his findings and Tecommendations with
respect thereto.

() Authorization of appropriations
There are authorized to be appropriated, for ' “ur-fiscala/ear period beginning

with the fiscal year 1955, such sums, nat to 10,000 in the aggregate, &5
may be necessary to carry out this section.

gAusg. 14, 1935, ¢. 531, Title XI, 5 1136, as added i-ub.L 9M69. Title VI, § 3630,
S Staf. 1137)

References In Text The Rehabilitation Act ofEffective  *  Section effective October I,
193, referred lo in subscc. (O(1). n Pub.L. 1954 we secsu . 2646 of Pub.L. 95-369, out ai
9"%2l StAL "6, S/ ﬁla & anign ed. s nOle unacr ,, c,ion 602 of this mle,

whic sclassﬁ‘ed H)_[I cipa X 0 cnapler fec- o o

tion 701 et seq.| of Title 29. Labor. ~For complete Legittix* H|storg.5 For legislative history and
clissiftcation of tnis Act to the Cede, see note ?et gurgose of Pub.L. 95-369. sée I19R4 L'.S "Code
(\)/g ] mug er section 7L of Title 29 and Tables  Cong. Sowos, . 697, -

Il 1320b—. Income and eligibility verification system

(@) Requirement* of State eligibility systems

_In order to meet the re,?_une_ments of this section, a Slate must have in effect an

income and ellglblhty verification system under which— .
(1) the State shall require, as a condition of ,eI|g|b|I|t¥ for benefits under any
ji ogram listed in subsection Ib) of this section, that each applicant for or
recipient of benefits under that program furnish to the State his social security
account number (or numbers, if he"has more than one such numberg, and the
State shall utilize such account numbers in the adminjstration of tha Program
S0 as to enable the association of the records pertaining to the applicant or
recipient with his account number; - o

(2) wage informatjon from agencies adml,nlsterm% State unemployment com-
pensation” laws available purstant to section 3304ta)(16) of Title' 26, wage
Information re%orte,d pursuant to paragraph (3& of this subsection, and wage,
income, and other information from thé Social Security Administration_and the
Internal Revenue Sendee. available pursuant to section 6103(f)(7) of Title 26
shall be requested and utilized to the extent that such information may be useful
in venfym% eligibility for, and the amount of, henefits available under any

- program listed :n subsection (b) of this section, as determined by the Secretary
of Health and Human Services (or, in the case of the unemployment compensa-
tion program, by the Secreta% of Labor, or, in the case of the food Stamp
program; by the Secretary of Agriculture) _

(3) employers in such State are required, effective September 30, 10S8, to
make quarterly wage reports to a State agency (which may be the agency
administering ‘the State's unemployment compensation law) except that the
Secretary of Labor (in consultation” with the Secretary of Health and Human
Services” and the Secretary of Agnrlculture) may waive the provisigns of this

para%raph if he determines that the State has in effect an alternative system

IS as effective and tlmel¥ for purposes of Prowdmg employment related

whic .
he purposes described In paragraph (2);

income and eligibility data for

ATTACHMENT A
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(@ the State agencies administering the proprams listed in subsection at]» of
this section adhere to standardized formats and procedures esuiblished by the
Secretary of Health and Human Services (in consultation with the Secretary of
Agriculture) under which—

iAi the agencies will exchange with each other information in their
Bossession which may be of use in establishing; or verifying eligibility or

enefit amounts under any other such propram; _

(B) such information shall be made available to assist in the child support
grogram under part D of subchapter IV of this chapter, and to assist the

ecretary of Health and Human Sendees in establishing or. verifying
el|?|b|||ty or benefit amounts under subchapters |1 arid XV of this chapter,
but subject to the safequards and. restrictions established by the Secretary

of the Treasury" with respect to information released pursuant to section

6102(/) of Title’26; and _ _

(C) the use of such information shall be targeted to those uses which are
most likely to be productive in identifying and preventing ineligibility and
Incorrect payments; .

(5) adequate safeguards are in effect so as to assure that— .

SA) the information exchan?ed by the State agenues is made available
only to the extent necessary fo assist in the valid administrative needs of
the pro?ram rec,elvmgi such information, and the information released
pursuant to section 6103(f) of Title 26 is only exchanged with agencies
autiiorized to receive such information under such secdon 6103éﬁ;land

(B) the information is adequacy protected alga_lnst tinr- ithorized disclo-
sure” for other purposes, as provided in regulations established by the
Secretary of Health and Human Services, or, in the case of the unemPon-
ment compensation proqram the Secretary of Labor, or, in the case of the
food stamp program, the Secretary of ‘Agriculture, or in the case of
mforTmatlon released pursuant to ‘action 6103(f) of Title 26, the Secretary of

e Treasury;

(6) all applicants for and recipients of benefits under any such program shall
be notified at the time of application, and periodically thereafter, that informa-
tion available through the system will be requested and utilized; and

&7) accounting systems are utilized which assure that programs providing
data receive appropriate reimbursement from the programs utilizing the data
for the costs incurred in providing the data. ¢

(b) Applicable programs
The programs which must participate in the income verification system arc—

E)l) the aid to families with dependent children program under part A of
sunchapter IV of this chapter; :

3) the unemployment compensation program under section 3304 of Title 26;

%Jlltheet L%%d]lstgr%p program under the Food Stamp Act of 1977 [7 U.S.CA.

\&5) any State program under a plan approved under subchapter I, X, XIV, or
I"of this chapter.

Zj the medicaid program under subchapter XIX of this chapter;

§

X
(c) Protection of applicant* from improper me of information

@ . In order to protect applicants for and recipients of benefits under the pro-
grams identified in subsection sz of this section, or under the squIementaI security
income program _under subchag er XVI of this chapter, from the improper use of
information”obtained from the Secretary of the Treasury under section G103(/K7)(B)
of Title 26, no Federal State, or local agency re eiving such information may
terminate, deny, suspend, or reduce any benefits of an individual until such agency
has taken aﬁproprlate steps to independently \(erlf?/ information relating to—
A) the amount of the asset or income involved,

_(B) whether such individual actually has (or had) access vo such asset or

incorme for his own use, and o

0 C((()Zn)]ethe period or periods when the individual actually had such asset or

| .
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(2)  Such individual shall be informed by the agency of the findings made by the
apency on the basis of such verified information, and shall be pivon an opportunity
to contest such findinps. in the same manner as applies to other information ar.s

findinps relating to eligibility factors untii-r the fropram.

g%u§) 11.1P3S. ¢ 521, Title X1. t 1137. as added July 1. It'-i, Put, L
u

m. 1147)

Refertncej ia Tot The Focvd Stamp Act of
1977, referred to in xubx-;. fbV4), is Pub.l
§8-525. Aug 31 1964, 78 S'at 703. Us amended,
which is classified generaIIX to chapter 51 (section
2011 ct scq) of Title 7, Agriculture. For com-
plete classification of this Act to the Code, see
note set out under section 2011 of Title 7 and

Tables volume.
Effective Dale.  Section 2651(/)of Pub.L

98-369 provided that

‘(1) The amendments made by subsections (J)
and (V) (amending section |333{eX|2(B> of this
title and section 6103 of Title 26, Internal Reve-
nue Code] shall become efTecttse on the date of
the enactment of this Aci (July 18, 1954).

"(2) Except as otherwise specifically provided,
the amendments made by subsections {a) through
g& [enacting this section, amendln? sections 302

3, 602, 1202, 1352, and 1356a of this title, and
section 2020 of Title 7, Agriculture, repealing
section 611 of this title, and amending provisions

T.tle VI A Mto

set out as a note under section 1382 of this title)
shall become ellecttve on April I. 1955 In the
case cf an> State which submits a pun describing
a geoJ faith efion by such State to come into
compliance with the tequircments of such subsec-
tions, the Secretar?/ of Health and Human Services
(or. in_the case of the State unemployment com-
pensation program, the Secretary of Labor, or. in
the caee of the food stamp program, the Secretary
of Agriculture) may by waiver grant a de’av tn the
effective date of such subsections, escepl that no
such waive,- may deilar the elTccttve date of section
1137(c) of the Social Security Act (subsec.(c) of
this section) (as added by subsection (a) of this
section), or delay the effective date of any other
growsmn of or added by this section beyond
eptember 30. 1986."

Legislative Historg. For legislative history and
gurpose of Pub.L 98-369. we 1984 U.S. Code
ong, and Adm. News. p. 697.-

Part B— Peer Review of Utilizaticnand Q uality of Health Cake Services

§ 1320c. Purpose

Effective Dale. Section 149 of Pub L 97-248,
as amended Pub.L 98-369, Title 111,
} 23S4(cX3XC), July 18, 1984, 98 Slat. 1102,
provided that: "The amendments made by this
subtitle (subtitle C of Pub.L. 97-248. compnsmﬁ
sections 141 to 150 of such Public Law whic

1

sections 1323c-14 to 1320c-19, 1320c-21. and
1320:-22 of this title, and enacted provisions set
out as notes under this section and section 1305 of
this utle) shall, subject to section 150 [section 150
of Pub.L 97-248. set oui as a note below), be
effective with respect to contracts entered into or

enacted thts part, amended sections 1395h-1,
13959, 1395k, 1395/, 1395x, '!S%Y' 1355¢c
1395pp, 1396a and 1396b of this title, omitted

renewsi on or after the date of the enactment or
Ihis Act [Sept. 3, 1952]."

§ 1320c—L. Definition of utilization and quality control peer review organization
Westlaw Adn (nistrative Law References Sample Query:

: 42 -5 1320C-1) (1152 -6 "SOCIAL SE-
Databases: CFR FR CORITY ACTY A oSTEb e

Query Formulation: see Explanation Page.

8 1320c-2. Contracts with utilization and quality control peer review organiza-
tions

[See main volumefor text of (a)]-

(b) Organizations entitled to contract with Secretary
[See main volumefor text of (1)]

(21(Al)],Pr|0r to November 15, 1954, the Secretary shall not enter into a contract
under this part with any entity which is, or is affiliated with (through management,
oV, nership, or common controla/, an entity ,other than a self-insured employe% which
directly nr indirectly makes payments to any practitioner or provider whose, health
care services are reviewed. hy such entity or would be reviewed by such entity if it
entered into a contract with” the Secretary under this Part. For purposes 0T this
par,a%raph, an entity shall not be considered to be affiliated with another entity
which makes payments (d|rectlr)]/, or Indirectly) to any practitioner or provider, by
reason of management, ownership, or common_control, if the management, owner-
ship, or common control consists only of one individual member of"the governing



ATTACHMENT B

Note: 42 USC 503 equates to 1984 Amendments

Section 303 of the
Social Security Act.

57 PUBLIC HEALTH AND WELFARE 42 8503

§ 503. State laws

(@) Prorinoni required

The SecretarK of Labar shall make no certification for payment to anz State unless
he finds that the law of such Slate, approved by the Secretary of Labor under the
Federal Unemployment Tax Act, includes provision for—

[See main volumefor text of (1) to (3)J

(4)  The Tpayment of all money received in the unemployment fund of such
State Fexcept or refunds of sums érroneously_paid into such fund and except
for refunds paid in accordance with the Prowsmns of section 3305&b) of the
Federal Unemployment Tax Act), immediately upon such receipt, to the Secre-
tary of the Treasur}/ to the credit of the unemployment trust fund 1 established
by section 1104 of this title; and

(51 Expenditure of all money withdrawn from an unemployment fund of such
State, in the payment of unemployment compensation 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 Act. Pronded, That an amount equal to the amount of
employee” payments into the unem lo?fme_nt 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: provided further, That the amounts Specified b%
section 1103(c)(2) of this title may, subject to the conditions prescribed in suc
section, be used for expenses incurred by the State for admipistration of its
unemplo ment compensation law and public employment offices; Provided
further, That nothing in this paragraph shall be construed to prohibit ded,uctm%
an amount from unemployment compensation otherwise payable to an indiviqud
and using the amount so"deducted to pay for health insurance if the individual
elected to0 have such deduction made and such deduction was made under a
program approved by the Secretary of Labor; and

[See main volume for text of 16) to (9); (b)J

(c) Denial of certification; availability of record» to Railroad Retirement Board; roopera-
tion with Federal Bjtenciei

. The Secretary of Labor shall nake no certification for payment to an¥ State if he
finds, after reasonable notice and ogportumty for hearing to the State agency
charged -vith the administration of the State law—

(1) that such State does not make its ecords available to the Railroad
Retirement Board, and furnish to the Railroad Retirement Board af the expense
of the Railroad Retirement Board such copies thereof as the Railroad Retire-
ment Board deems necessary for its purposes; o

(2) that such State is failing to afford reasonable cooperation with every
agency of the United States charged with the administration of any unemploy-
ment insurance law; or

[See main volume for text of (3); (if)]

(e) Disclosure of sage information; non-compliance of State agency
[See main volume for text of (1)]

(2)(A) The State agency charged with the administration of the State law—
(1)~ shall require each new applicant for unemployment compensation to dis-
cIos? whether or not such ag licant owes child support obligations (as defined in
the last sentence of paragr gh Fl)),

[See main volume for text of (ii) to (iv)]

Any amount deducted and withheld under clause (iii) shall for all purposes be treated
as 1f it were paid to the individual as unemployment compensation and paid by such
individual to the State or local child support énforcement agency in satisfaction of
his child support obligations.

[See main volume for text of (B), (C), (3) and (k)]



42 8503

(f) Income and eligibility verification si stem

PI"BI.IC HEALTH AND WELFARE 58

The 3tate agency charged with the administration of the State law shall provide
that information shall be requested and exchanged for purposes of income and
eI|g|b|I|t¥ verification in_accordance with a State system which meets the require-

ments ot section 1320b-7 of this title.

(1A1%5%mended July 16. 1961. Pub.L 98-369, Title VI. 8§ 2651(d). 2663(bX2H5), 98 Stat 1149

1S0 in original

1984 Amendment.  Siibsec a)glg Pub L.
§81-630669(b)“§ 2663(h)(2). substituted "3305(b)" for

Subsec, (JK5).  PublL. 98-369.
§ 2663(bXIMA), substituted  "3.105(b)"  for
"1606(b)"

Pub L. 98-369, § 2663(bX3XB). substituted a
colon for the punctuation mark immediately be-
fore the last J)_rowso Amendment corrected an
error in the directory language of Pub L. 98-21
which had added a single punctuation mark rather
than a colon. As correction had already been
made editorially, no change in teat resulted.

Subsec.  (cXD. (2).  Pub.L  98-369.
§ 2063(bX4). substituted "that" for "That".

Subsec.  (eX2XAXi).  PubL.  98-369.
§,2b63¥bx5), substituted "child support obliga-
tions" for "child support obligatons".

Subsec. (I). Pub L. 98-369, § 2651(d), added
subsec. (f).

Effective Date. Amendment by Pub L. 98-369
effective April I. 19S5, see section 2651(/)(2) of
Pub.L 98-369. set out as a note under section
1320b-T of this title

Amendment by seenpn 2663 of Pub.L. 98-369
effective July 18." 1984. but not to be construed as
changing or affecting any nght. liability, status or
interpretation which existed (under the provisions
of law involved) before that date, see section
2c64(bl of Pub L, 98-369, set out as a note under
section 401 of this title.

i-cgislative History, For legislative history and
Eurpose of Pub L, 98-369, see 1984 U SCode

ong and Adm.News. p. 697.
West's Federal Forms

Conplaint, see § 1645,

Westliw Administrative Law References
Databases: CFR FR
Sample Query:

é42 -5 503% (303 *5"SOCIAL SECURITY
ACT )& UNEMPLOYMENT
Query Formulation see Explanation Page

Probably should be "Unemployment Trust Fund".

Notes of Decisions

12 Eligibility for benefits

A determination of eligibility for unemployment
compcnution benefits gives nse to only a condi-
tional entitlement to weekly benefits, ‘subject to
cessation if a claimant subsequently becomes
reemploved. and subject to other subsequent de-
terminations by the compensation authonties
which alter a claimant's eligibility status. Daniels
v. Com.. Unemployment Compensation Bd of
Review, PaCmwith.1983. 465 A 2d 726, 77 Pa.
Cmwlth. 244,

16 — Periods within which payments due

Unemployment compensation benefits are due
at the close of v+ week for which they represent
compensation, not at the moment of determina-
tion of eligibility. Daniels v. Com., Unemploy-
ment Compensation Bd. of Review, Pa Cmwlth,
1983. 465 A.2d 726.

25.  Hearing— Generally

_Requirement under this chapter for an opportu-
nity for a fair nearing for individuals whose claims
for’ unemployment compensation are denied im-
poses requirements which are the same as due
process requirements under U.S.C A. Const.
Amend. 5 and Amend 14. Camacho v. Bowling,
D.C.I11.1985. 562 F.Supp 1012.

29, - Terninaiion of benefits

Department of Employment Security's postter-
mination evidentiary hearing procedure, which
satisfied federal standards for timeliness in all
phases of administrative process in unemployment
compensation cases, fully comported with require-
ment of this section that slate unemployment
compensation laws provide a method of adminis-
tration reasonably calculated to ensure full pay-
ment of unemf)loyment compensation when due.
declining to follow Wheeler v. Slate of Vermon',
335 F.SUpéJ 856. Grag v, Degartmem of Em-
ployment Se:., Utah 1984, 681 P.2d 807.
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CLASSIFICATION

U.S. DEPARTMENT OF LABOR Ul ATTACHVENT (
Employment and Training Administration CTRORL et
Washington, D.C. 20213 DATE

October 10, 124

DIRECTIVE UNEMPLOYMENT INSURANCE PROGRAM LETTER NO. 1*35

<8 to ALL STATE SH?L£i»5:1? SECi«ITY AGENCIES
WY dV4 T 1nygcl
.0~ ROM 3ERTLEVV|S -t 1 JAr
Administrator I
o Regional Management L
.bch WI -t0* bfijW/\k
o VAT,
AT Sgjifive Amendments Made by P.L. 98-369, (The Deficitl| 7"1{ 1 t.t
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1. Purpose. To advise State agencies of the amendments yi. i\»C
made by the subject Actto Section 3306 of the Federal
Unemployment Tax Act (FUTA), Section 112 of the Revenue - --—---------mmom-
Act of 1978, and Titles IlIl and Xl of the Social Security

Act.

2. References. Sections 1073, 1074, 1075, and 2651 of
P.L. 98-369.

3. Background. The amendments made by P.L. 93-369 have
made several significant changes affecting the
unemployment compensation program which may require
changes in State laws.

Section 1073 adds anew subsection (s) to Section 3306 of
FUTA to include alltip income (including charged tips)
which is reported by the employee to the employer as
“wages” for purposes of FUTA

Section 1074 amends Section 322(b) of the Economic
Recovery Tax Act of 1981 to extendthe exclusion from
"employment” of certain fishing boat services under
Section 3306(c)(13) of FUTA for calendar years 1953 and
1984 .
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Section 1075 amends Section 112(d) of the Revenue Act of
1973 (relating to taxation of unemployment benefits at
certain income levels) by excluding from taxation
unemployment compensation attributable to weeks of
unemployment ending before December 1, 1973, which were
paid after December 31, 1978.

Section 2651 amends Title XI of the Social Security Act
to establish an income and eligibility verification
svstem for exchange of information among State agencies
administering programs for AFDC, Medicaid, Food Stamps,
SS1 and Ul, and any State program under a plan approved
under Title 1, X, XIV or XVI of the Social Security Act.
Subsection (a) of Section 2651 adds Section 1137 to the
Social Security Act. Subsection (a) of Section 1137
specifies the requirements of the Income and Eligibility
Verification System as follows:

1. The State shall require, as a condition of
eligibility for benefits under any of the specified
programs, that the claimant furnish the State the
individual®s social security account number (or numbers,
if more than one), and the State shall utilize such
numbers in the administration of the program specified.

2. Wage 1information available under Section
3304(a)(16), FUTA, Section 1137(a)(3) and Section
6.103(1) (7) of the Internal Revenue Code of 1954 shall be
requested and utilized in verifying eligibility for and
the amount of benefits available under any of me
programs specified.

3. Employers in the State are required, effective
September 30, 1988, to make quarterly wage reports to a
State agency (which may be the SESA) except that the
Secretary of Labor (in consultation with the Secretary of
Agriculture and the Secretary of Health and Human
Services) may waive this requirement if he determines
that the State has in effect an alternative system which
is as effective and timely for purposes of providing
eraployment-re] “"ted income and eligibility data for the
purposes of inc.rae and eligibility verification.



Section 2651(d) also amends Title 111 of the Social
Security Act (by adding subsection (f) to Section 303)
requiring that the State agency charged with the
administration of the State Ul law shall provide that
information be requested and exchanged for purposes of
income and eligibility verification in accordance with a
State system that meets the requirements of the income
and eligibility verification system established pursuant
to the requirements of the amendment® to Title X1 of the
Social Security Act outlined above.

Accounting systems will be used to assure that programs
providing data receive reimbursement for costs involved
from programs utilizing the data.

Subsections (b) and (c) of Section 2651 contain
amendments to Titles 1V and XIX of the Social Security
Act adding the same inforrrc**™ion request and exchange

requirements for the AFDC Medicaid programs.
Subsections (e) through (j; of Section 2651 add the same
requirements to the programs under Titles 1, X. XIV, and

XVl of the Social Security Act and the Food Stamp Act of
1977.

Explanations and interpretations of each of these
amendments are provided in the attachment to this UIPL on
a section-by-section basis corresponding to the section
number in P.L. 93-369.

P.L. 98-369 also includes amendments pertaining to the
Targeted Jobs Tax Credit and the Trade Adjustment
Assistance program. Information on these provisions will
be provided 1in separate issuances.

None of the amendments discussed 1in this letter are
required for conformity with FUTA. However. Section
2651(d) establishes a new condition in Section 303(f) of
the Social Security Act for the receipt of grants for
administrative costs. The effective dates for the
provisions &3 well as the action appropriate for each of
these amendments are set forth in the attachment to this
UIPL.

4. Action Required. SESAs are requested to notify
appropriate staff of these amendments.

5. Inquiries. Inquiries should be directed to your
regional office.

6. Attachment. Explanation and interpretation of
amendments.



EXPLANATION AND INTERPRETATION OF AMENDMENTS
Made by Public Law 98-369

1. Section 1073. Tips Treated as Wages for Purposes of
Federal Unemployment Tax

Text of Amendment to Section 3306:

"(s) TIPS TREATED AS WAGES. -- For purposes of
this chapter, the terra "wages®™ includes tips
which are-

"(1) received while performing services which
constitute-employment, and

"(2) included in a written statement furnished
to the employer pursuant to section 6053 (a).T

Discussion:

Under previous law, only a portion of "tip income was considered
aa FUTA wages, and 1in general as State Ul-subject wages. 3y
expanding the coverage of FUTA wages, it 1is anticipated that all
State Ul laws (where the change in FUTA definition 1is not
automatically applied to State coverage) will be amended to
include all reported tip income as taxable wages and qualifying
wages. This will provide improved Ul protection to employees
depending on tips for a part of their usual remuneration.

Section 1073 of P.L. 98-369 amends Section 3306 of FUTA
(relating to the definition of terras for the purposes of FUTA)
to include all tip income (including charged tips) which 1is
reported by the employee to the employer as "wages™ for FUTA
purposes. Under Section 6053 of the IRC and implementing rules,
employees are required to furnish a written statement to the
employer reporting all tips received if they total $20 or more
for a month whether they are received directly from a person
other than the employer or are paid over to the employee by the
employer. This 1includes amounts designated as tips by a
customer who uses a credit card to pay the bill.



Prior to this amendment, the regulations pertaining to FUTA
excluded from "wages™ tips and gratuities paid directly to an
employee by a customer of an employer and not accounted for by
the employee to the employer. The mere reporting of tips by an
employee to the employer for purposes of the FICA and income
tax withholding (under Section 6053) did not mean that the tips
are "accounted for™ as under FUTA regulations. Tips reported
in writing to an employer were wages for FUTA purposes to the
extent that they were taken info account by the employer 1in
determining the employee®s compensation under the Federal
minimum wage law.

Thus, under the law and regulations in effect prior tj the
amendment, tip income was considered wages for purpose of FUTA
only to the extent that (a) it was paid directly to the
employee by the patron; (b) it was reported by the employee to
the employer, and (c) it was used by the employer to satisfy
the ninimum wage rate applicable to the employer under the Fair
Labor Standards Act (FLSA).

The effect of the amendment is to bring all tip 1income reported
by the employee to the employer under the definition of wages
for purposes of FUTA. The written report of tip income of $20
or more a month provided by the employee to the employer will,
by virtue of this amendment, constitute ™"accounting for" within
the meaning of the Internal Revenue Code of 1954.

It will be the responsibility of the Internal Revenue Service
to interpret and apply this change 1in the definition of wages
for purposes of FUTA.

Action Required. States which wish to obtain the maximum tax
offset permissible for their employers may need to amend the
definition of "wages"™ 1in their laws to the extent that they are
less comprehensive than the Federal law.

Effective Date. This provision is generally effective on
January 1, 1986. However, 1in the case of any State whose
legislature (1) did not meet in a regular session which begins
during 1984 and after the date of enactment, and (2) did not
meet 1in a session which began before the date of enactment and
remained 1in session for at least 25 calendar days after the
date of enactment, the provision is effective on January 1
1987.



2. Section 1074. Exclusion of Certain Services from the
Federal Unemployment Tax Act

Section 1074 of the Deficit Reduction Act of 1984, P.L. 98-369,
extends the permitted exclusion from coverage under Section
3306(c)(13) of rUTA. for calendar years 1983 and 1934, of
"_._.service described in Section 3121(b)(20) of the Internal
Revenue Code of 1954."

Section 3121(b)(20) of the IRC excludes from employment covered
by the Federal Insurance Contributions Act (FICA):

"(20) service performed by an individual on a boat
engaged in catching fish or other forms of aquatic
animal life under an arrangement with the owner or
operator of such boat pursuant to which -

"(A) such individual does not receive any cash
remuneration (other than as provided in
subparagraph (B)).

"(B) such individual receives a share of the
boat"s (or the boats"™ 1in the case of a fishing
operation involving more than one boat) catch
of fish or other forms of aquatic animal Ilife
or a share of the proceeds from the sale of
such catch, and

"(C) the amount of such individual®s share

depends on the amount of the boat"s (or the boats”
in the case of a fishing operation involving more
than one boat) catch of fish or other forms of
aquatic animal life,

"but only if the operating crew of such boat (or
each boat from which the individual receives a
share in the case of a fishing operation involving
more than one boat) 1is normally made up of fewer
than 10 individuals.”

This amendment is effective with respect to remuneration paid
during calendar years 1983 and 1984. It will have no
application beyond 1984 unless it #s further extended.

The Internal Revenue Service will have the responsibility for
interpreting and applying this provision.



Action Required. Although this 1is not a Federal law
requirement for conformity. States that want to amend
their laws to coincide with this change in FUTA should
seek an appropriate amendment at any legislative session
scheduled this year 1in view of the limited time remaining
in calendar year 1934. However, under the requirements
of Sec~ .on 303 (a)(5) of the Social Security Act and
Section 3304(a)(4) of the.FUTA. no cash refund of
contribution is allowable with respect to any retroactive
exclusion from coverage.

3 Section 1075. Taxation of Unemployment Compensation
Not to Apply to Compensation Paid for Weeks of
Unemployment Ending 3eforr December 1. 1973

Section 112 "of the Revenue Act of 1978, P.L. 95-600. "~
provided for the taxation of unemployment compensation
paid after 1973 in taxrole years ending after 1978.
Thus, benr fits paid in 1979 and subsequent years were
subject to income tax even 1if such payments were
attributable to weeks of unemployment before January 1,
1979.

Section 1075(a) of P.L. 98-369 amended the Revenue Act of
1978 to exclude from taxation unemployment compensation
attributable to weeks of unemployment ending before
December 1, 1978. which were paid after calendar year
1978.

In allowing recovery of une \ployraent compensation for

this time period. Congress waived the applicable .atute
of limitations under certain circumstances described 1in
Section 1075(b). IT a tax credit or refund permitted

under Section 1075(a) 1is barred as of the date of
enactment of the Deficit Reduction Act of 1984 (Act) or
at any time during the one year period beginning on the
dute of the enactment of the Act by operation of law or
rule of law (including res judicata), the tax credit or
refund permitted under Section 1075(a) may nevertheless
be allowed 1if the claim therefor is filed before the
close of such one year period.



These changes could result in requests from claimants for
detailed information on unemployment compensation

received during 1979 or later which were attributable to
periods of unemployment ending prior to Decemoer 1, 1973.

The Internal Revenue Service will be responsible for
administering and interpreting these provisions.

4. Section 2651. Income and Eligibility Verification
Procedures

Section 2651(a) of the Deficit Reduction Act of 198%*,

P.L. 98-369, amends Part A of Title Xl of the Social
Security Act by aoding a new Section 1137 - "lIncome and
Eligibility . Verification System."™ Section 2651(d) amends
Section 303 of the Social Security Act by adding a new
subsection (f).

l. In General. The purpose of Section 1137 1is to
develop 1in all States a new 1income verification program
to provide for a coraprehe-tive exchange of information
among State programs that are Federal-assisted, and to
provide access by these agencies to information on income
of individuals available from the Internal Revenue
Service and the Social Security Administration.

The law provides for several effective dates:

(&) All States must have in effect byApril 1, 1985,
most elements of a system for exchange of information
among State agencies administering programs for AFDC,
Medicaid. Food Stamps. Ul, and State programs under
Titles I, X, XIV and XVl the Social Security Act. These
elements 1include the requirement of obtaining social
security account numbers and use of the numbers in the
records system for storage and retrieval purposes
(Section 1137(a)(1l); requesting and using wage, 1income
and other information available from the various State
agencies, the Social Security Administration, and the
Internal Revenue Service (Section 1137(a)(2); adhering to
standardized formats and procedures (Section 1137(a)(4)),
putting adequate safeguards 1into effect (Sections
1137(a)(5) and 1137(c)); giving claimants sufficient
notice (Section 1137(a)(6)); and implementing a system
for recovery of costs (Section 1137(a)(7)).-



EXCEPTION. " In che case of the Ul program. Che Secretary of
Labor may by waiver grant a delay 1in this effective date 1if the
State submits a plan describing a good faith effort to comply
with the requirements of Section 1137(a) through (i) through but
not beyond September 30, 1986. However, the Secretary may not
grant a delay 1in the effective date of Section 1137(c), which
requires an information verification system for the protection
of claimants with respect to information obtained under Section
6103(1)(7)(3) of the Internal Revenue Code of 1954. Details
with respect to delay in implementation of the exchange of
information requirement and waiver procedure will be made
available in a future 1issuance.

(2) Title 111 of the Social Security Act is amended to
provide that: "The State agency charged with the administration
of the State law shall provide that information shall be
requested and exchanged for purposes of 1income and eligibility
verification 1in accordance with a State system which meets the
requirements of Section 1137 of this Act.” Effective date as in
(1) above. The State must comply with this amendment 1in order
to receive grants for administrative costs under Title 11I.

Compliance with this new Title 11l requirement may take any of
the following forms:

(a) Certification of State Ul laws or other State
law, 1identifying appropriate citation;

(b) Certification of State executive order or
general regulation, or State Ul regulation, identifying
appropriate citation;

(c) Certification of State inter-agency agreement 1in
which Ul agency 1is participant.

(3) All States must require employers, effective
September 30. 1983. to make quarterly wage reports to a State
agency (which may be the agency administering the State®"s Ul
law) .



EXCEPTION. A State may apply to the Secretary of Labor for
waiver of this requirement. To be approved, such application
must provide information on the basis of which the Secretary
determines that the State has 1in effect an alternative systenm
which is as effective and timely for purposes of providing
employment related income and eligibility data for income and
eligibility verification for the purposes described in Section
1137(a) (2) .

This requirement does not mandate that a State collect this
information through 1its Ul program, nor 1is any State required
to change 1its Ul law to comply with the amendment. However,
any State which now uses quarterly wage reports in its Ul
program meets this requirement, as does any Statewhich has a
separate system of quarterly wage reporting byemployers that
is accessible by all State agencies specified 1in Section
1137(b).

Il1. Discussion of Specific Iltenms
(¢H) Funding of Costs of Implementation

(a) Where States use the Ul program to operate a
wage reporting system, 1its costs are reimbursable as a Ul
administrative cost®under Title 111I. In such cases, other
agencies requesting wage information from the SESA are required
to make appropriate payment for the costs to the Ul systenm
involved 1in providing the information.

(b) Where a State elects to establish a wage record
system outside the Ul program, the costs of the wage reporting
system would be appropriately shared among all the programs
required by P.L. 98-369 to use the information it provides and
among any other programs for which the State uses the system.
Section 1137(a) (7).

(2) Use of Social Security Account Number. The Act
specifies that the State shall require, as a condition for
eligibility for benefits under listed programs, that each
applicant furnish his or her social security account number and
that the State agencies use social security account numbers 1in
program administration. Section 1137(a)(l).
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3) Use of Daea. UIl, IRS. and S£A wage, income and
ocher information shall be used to verify eligibility for and
the amount of benefits. Section 1137(a)(2).

(4 Standardized Formats. State agencies must use
standardized formats and procedures established by the
Secretary of HHS in consultation with the Secretary of
Agriculture to exchange information with each other for
establishing or verifying eligibility or benefit amounts.
Section 1137(a)(4). However, any State Ul procedure which
makes necessary information available need not be changed.

.*5)  Protection Against Unauthorized Disclosure. The
Secretary of Treasury will promulgate regulations that
establish safeguards and restrictions with respect to
information released pursuant to Section 6103(1) of the
Internal Revenue Code of 1954, and the Secretaries of HHS,
Labor and Agriculture will establish regulations with respect
to programs which they administer. Information must be
adequately protected against unauthorized disclosure. Section
1137 (a) (5).

(6) Claimant Notification. Applicants for benefits must
be notified at the time of application and periodically
thereafter that information available through the system will
be requested and utilized. Section 1137(a)(6).

(7) Reimbur?ement. Accounting systems must be used
which assure that programs providing data receive appropriate
reimbursement from programs utilizing the data for costs
incurred 1in providing the data. Section 1137(a) (7).

(8) Due Process. Agencies may not terminate, deny,
suspend or reduce benefits until appropriate steps are taken to
independently verify information relating to amount of the
asset or income, whether an individual actually has access to
such asset or income for his own use and the period when the
individua. actually had the asset or 1income. Individuals must
be informed, of the agency"s findings and be given opportunity
to contest the findings in the same manner that applies to
other 1information and findings relating to eligibility factors
under the program. Section 1137(c).
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9 Availability of Information. The Commissioner
Social Security shall, on written request, disclose information
on net earnings from self employment wages, and payments of
retirement 1income. The [IRS on written request will disclose
current return information with respect to unearned 1income.
Section 2651(k).*~

Action Required. For States with Ul wage record systems 1in
existence, there is no need to change State law, except for
such changes as may be necessary to authorize obtaining from
and exchanging with other agencies the required information and
to comply with regulations issued by the Secretaries of
Treasury, Labor, HHS, and Agriculture. For other States,
either a change in the State Ul law requiring quarterly wage
records or adoption of an alternative system of wage- records
approved by the Secretary of Labor 1is required.

1. Reference Material

(&) Provisions of Section 1137 Applicable to the Ul
Program. See following two pages from the "Congressional
Record”™ of June 22, 1984, and excerpts from the Conference
Report and the Senate Report.

IV. Paperwork Reduction Act

Pursuant to the requirements of the Paperwork Reduction
Act of 1980, the requirements of the Income and Eligibility
Verification System will be submitted to the Office of
Management and Budget (OMB) for approval. The provision of
this UIPL will not be effective until OMB approval 1is obtained

and a control number 1is assigned.

of
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(2) Excerpt from JOINT EXPLANATORY STATEMENT (Report
the House-Senate Conference Committee).

"Senate Amendment. The Senate amendment requires, rather than
allows, the Secretary of Treasury to disclose unearned 1income
return information upon request of the specified agencies.
Disclosure can only be made upon request of the specified

agencies. Disclosure can only be made to agencies that meet
the requirements tc safeguard this confidential information
against disclosure. The Senate amendment contains a provision

requiring verification of the unearned income information prior
to taking action to reduce or terminate benefits tnat are

similar to the Hous> bill. In addition, the individual must be
given notice of the proposed reduction or termination, and an
opportunity to refute the information. Further, all applicants

for and recipients of benefits under any program must be
notified at the time of application, and periodically
thereafter, that information verifying their assets and income
will be requested and used.

"The Senate amendment replaces existing statutory provisions
relating to use (for purposes of AFDC) of return and other wage
information and use of social security numbers, by adding a new
section to the Social Security Act requiring States to have 1in
effect an income and eligibility verification system for use 1in
administering the AFDC, Medicaid, unemployment compensation,

and food stamp programs (and the adult assistance programs in
the territories). State agencies must request and make use of
(1) wage and other 1income 1inforraation available under the
Internal Revenue Code; and (2) quarterly wage information.

Each State 1is required to maintain a quarterly wage reporting
system, although not necessarily through 1its unemployment
compensation system.

"The 1income and eligibility system requires use of standardized
data formats to facilitate exchange of information, for the
purpose of identifying and reducing ineligibility and incorrect
payments. The requirement for standardized formats 1is intended
to assure easy exchange of information by progress (sic-should
read programs) within States, and to facilitate the exchange of
information among States. This requirement does not require
the use by States cf identical systems, but only that each
State must be able to provide certain essential eligibility
data in a format which can be used by the agencies and
jurisdictions with which data exchanges are made Information
exchanged by State agencies 1is protected against unauthorized
disclosure for other purposes.

of
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"Conference Agreement, The conference agreement follows the
Senate amendment with the following modifications: (1) the
effective date of the requirement that States maintain a system
of quarterly wage reporting as part of the 1income and
eligibility verification system is delayed until September 30.
1988; (2) the provision regarding verification of IRS
unearned income information is broadened to prohibit denial or
suspension of benefits until the agency has taken steps to
independently verify the information; 3) the amendment
includes a provision describing the steps required to
independently verify the information; and (4) that only
unearned 1inc< from the current information file may be
disclosed by .ue IRS.

"3ecause the unemployment compensation program is part of the
income verification system, the amendment requires |IRS
disclosure of wage and unearned 1income return information to

this program. However, the managers expect that the data will
be supplied to one agency in each State, and will be shared
only with agencies which find it useful. The Conference

agreement provides for the State to target the information to
those uses most likely to be productive and cost-effective."”

3) Excerpt from REPORT OF THE SENATE COZ4MITTEE ON
FINANCE (relating to the Senate Amendment) -- as adopted in
P.L. 98-369.

"The quarterly wage reporting requirement does not mandate a
State to collect data through 1its unemployment insurance
program, nor would any State be required to change its Ul
system to comply with the amendment. Further, no State now
collecting quarterly wage information through the Ul system, or
by any other means, would be required to alter 1its existing
wage "reporting format or the extent of 1its coverage so long as
an existing system is reasonably comprehensive.

"States which do not have quarterly wage reporting systems
would have the option of developing such systems either within
their unemployment compensation programs or elsewhere 1in State
government. IT States use the unemployment program to operate
the wage reporting system, 1its cost would be reimbursable as an
unemployment administrative expense on the same basis and under
the same conditions as now apply to those 40 States which
currently use wage reporting for the unemployment program.



-165-

"(However, the amendment requires that other programs utilizing
the data make appropriate payments for the costs involved in
providing information.) IT a State elects to establish a wage
reporting system in a manner which would not, under existing
rules, qualify, for reimbursement as an unemployment 1insurance
program cost, the costs of the wage reporting system would be
appropriately shared among all those programs required by the
amendment to use the information it provides and among any
‘m"thee programs for which the State uses the system."”
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vjtioti were Transferred lo me Secretary of,La-
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the Department of Labor as he shall desig-
nate

“Adtninisiraior" was substituted for
"Hoard" by section 4 of lud> Reorq Plgn No.
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Department h\ section Ital of Reorg pjjn
No Il of 1940. set out tn the Appendr t>
Title 5
liscal Near Transition Ptriad of dels |

ITh. Through Stplcnil'tr 2d. 197<. |'venue
Fiscal Tear. Fiscal year transition p.*ri,.i tf
July 1 19%. through Sept. 30. 1*'b. deemed
fiscal year for Furposes °f subsec, la) of this
section, see section 201(12i of Puh L 4274,
Title 11, Apr. 21, 19'p, no Stat_390. set out
asla note under section 343 of Title 7. Agri-
culture.

Cross References
Withholding amounts from certification for payment, sec section 363 of Title 45, Railroads.

Code of Federal Regulations
Administration and procedures pertaminc to state unemployment compensation laws, see 20

CrR 601.1 et scq.

Library References

Social Sccuntv and Public Welfare C=>4,

CJ.S,

Social Security and Public Welfare
s 10

Notes of Decisions

Amount allowable to states 2
Constitutionality 1

1 Constitutionality

Grants to assist states in administration of
their unemployment relief laws, operations of
which would "relieve federal government of
portion of potential relief burden and thus
protect federal treasury, are justified, since
reasonable protection of federal treasury is
part of general welfare in a constitutional
sense. Chas. C. Steward Mach. Co. v. Davis,
CCA.Ala 1937, 89 F.2d 207, affirmed 57

§ 503. State laws

S.Ct. 883, 301 US. 54§, SI L.Ed. 1279. 10?
A.LR. 1293,

2. Amount allowable to states

Under this section former Board [now Sec-
retary], was authorized to finance only that
part of the total cost of a stale's public em-
Ployment offices which was over and above
the expense the state otherwise would have to
incur to enable such offices to perform re-
quired duties not necessary for the proper ad-
ministration of the state's unemRonment
compensation law. 1939, 39 Op Any Gen

(2) Provisions required

The Secretary of Labor shall make no certification for payment to any
State unless he finds that the law of such State, approved by the Secretary cf
Labor under the Federal Unemployment Tax Act, includes provision for—

(1) Such methods of administration (including after January !, 10*%,
methods relating to the establishment and maintenance of personnel
standards on a merit basis, except that the Secretary of Labor shall
exercise no authority with respect to the selection, tenure of office,

536
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compensation of any individual employed in accordance with such
methods) as are found by the Secretary of Labor to be reasonably cal-
culated to insure full payment of unemployment compensation 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 tribunal, for
all individuals whose claims for unemployment compensation are de-
nied; and

(4) The payment of all money received in the unemployment fund of
such State (except for refunds of sums erroneously paid into such fund
and except for refunds paid in accordance with the provisions of section
1606(b) of the Federal Unemployment Tax Act), immediately upon
such receipt, to the Secretary of the Treasury to the credit of the unem-
ployment trust fundl established by section 1104 of this title; and

(5) Expenditure of all money withdrawn from an unemployment
fund of such State, in the payment of unemployment compensation, ex-
clusive of expenses of administration, and for refunds of sums errone-
ously paid into such fund and refunds paid in accordance with the pro-
visions of section 1606(b) of the Federal Unemployment Tax Act;
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 administration: Provided further. That the amounts speci-
fied by section 1103(c)(2) of this title 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: Provided further, That nothing in this paragraph
shall be construed to prohibit deducting an amount from unemploy-
ment compensation otherwise payable to an indtwdual and using the
amount so deducted to pay for health insurance if the individual elected
to have such deduction made and such deduction was made under a
program approved by the Secretary of Labor; and

(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 previsions as the Secretary of Labor may
from time to time find necessary to assure the correctness and verifica-
tion of such reports; and

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

(S) Effective July 1 1941, the expenditure of all moneys received
pursuant to section 502 of this title soleiy for the purposes and in the
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amounts found necessary by the Secretary of Labor for the proper and
efficient administration T such State law; and

Q> KftVctoc July 1. I°-1l. the replacement, within a reasonable time,
of any moneys receiseJ pursuant to section 502 of this title, which,
because of any action or contingency, have been lost or have been ex-
pended for purposes other than, or in amounts in excess of, those found
necessary by the Secretary of Labot for the proper administration of
such State law.

(b) Failure to comply; payments stopped

Whenever the Secretary of Labor, after reasonable notice and opportunity
for hearing to the State agency charged with the administration of the State
law, finds that in the administration of the law there is—

(1) a denial, in a substantial number of cases, of unemployment com-
pensation to individuals entitled thereto under such law; or

(2) a failure to comply substantially with any provision specified in
subsection fa) of this section;

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

(c) Denial of certification; availability of records to Railroad
Retirement Board; cooperation with Federal agencies

The Secretary of Labor shall make no certification for payment to any
State if he finds, after reasonable notice and opportunity for hearing to the
Stale agency charged with the administrator of the State law—

(1) That such Slate does not make its records available to the Rail-
road Retirement Board, and furnish to the Railroad Retirement Board
at the expense of the Railroad Retirement Board such copies thereof as
the Railroad Retirement Board deems necessary for its pm poses;

(2) That such State is failing to afford reasonable cooperation with
every agency of the United States charged with the administration of
any unemployment insurance law; or

(3) that any interest required to be paid on advances under sub-
chapter XII of this chapter has not beep paid by the date on which
such interest is required to be paid or has been paid directly or indirect-
ly (by an equivalent reduction in State unemployment taxes or other-
wise) by such State from amounts in such State's unemployment fund,
until such interest is properly paid.
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m
t" Disclosure of unemployment compensation information;
non-compliance of State agency

11) The State agency charged with the administration of the State law—

(A) shall disclose, upon request and on a reimbursable basts, to of-
ficers and employees of the Department of Agriculture and to officers
or employees of any State food stamp agency any of the following infor-
mation contained in the records of such Sta.e agency—

(i) wage information,

(if) whether an individual is receiving, has received, or has made
application for, unemployment compensation, an*< the amount of
any such compensation being received (or to be received) by such
individual.

(iii) the current <er most recent) home address of such individu-
al, and

(iv) whether an individual has refused an offer of employment
and. if so. a description of the employment so offered and the
terms, conditions, and rate of pay therefor, and

(B) shall establish such safeguards as are necessary (as determined
by the Secretary of Labor in regulations) to insure that information
disclosed under subparagraph (A) is used only for purposes of deter-
mining an individual’s eligibility for benefits, or the amount of benefits,
under the food stamp procram established unde the Food Stamp Act
of 1977 [7 U.S.C.A. § 2011 et seq.].

(2) Whenever the Secretary of Labor, after reasonable notice and oppor-
tunity for hearing to the Slate agency charged with the administration of the
State law, finds that there is a failure to comply substantially with the re-
quirements of paragraph (1). the Secretary of Labor shall notify such State
agency that further payments will not be made to the State until he is satis-
fied that there is no longer any such failure. 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.

(3) For purposes of this subsection, the term “State food stamp agency”
means any agency described in section 3(n)(l) of the Food Stamp Act of
1977 [7 U.S.C.A. § 2012(h)(1)] which administers the food stamp program
established under such Act.

(e) Disclosure of wage information; non-compliance of State agency
(1) The State agency charged with the administration of the State law—

(A) shall disclose, upon request and on a reimbursable basis, directly
to officers or employees of any State or local child support enforcement
agency any wage information contained in the records of such Mate
agency, and

(B) shall establish such safeguards as are necessary (as determined
by the Secretary of Labor in regulations) to insure that information
disclosed under subparagraph (A) is used only for purposes of estab-
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Ishing and collecting child support obligations from. and locating, indi-
Mduals owing such obligations.

i or purposes of t::i- subsection, the term "child support obligations™ onh
ir.clude> obligation* which are being enforced pursuant to a pian described
in section 654 of this title which has been approved by the Secretary of
Health and Human Services under part D of subchapter 1V of this chapter,

<25(A) The State agency charged with the administration of the State
law —

(i) shall require each new applicant for unemployment compensation
to disclose whether or not such applicant owes child support obli-
gatons m(as defined in the last sentence of paragraph (1)),

(ii) shall notify the State or local child support enforcement agency
enforcing such obligations, if any applicant discloses under clause (i)
that he owes child support obligations and he is determined to be eligi-
ble for unemployment compensation, that such applicant has been so
determined to be eligible,

(iii) shall deduct and withhold from any unemployment compensa-
tion otherwise payable to an individual—

(1) the amount specified by the individual to the State agency to
be deducted and withheld under this clause,

(I1) the amount (if any) determined pursuant to an agreement
submitted to the State agency under section 654(19)(B)(i) of this
title, or

(I11) any amount otherwise required to be so deducted and
withheld from such unemployment compensation through legal
process (as defined in section 662(e) of this title), and

(iv) shall pay any amount deducted and withheld under clause (iii) to
the appropriate State or local child support enforcement agency.

Any amount deducted and withheld under clause (iii) shall for all purposes
be treated as if it were paid to the individual as unemployment compensa-
tion and paid by such individual to the State or local child support enforce-
ment agency in satisfaction of his child support obligations.

(B) For purposes of this paragraph, the term “unemployment compensa-
tion" means any compensation payable under the State law (including
amounts payable pursuant to agreements under any Federal unemployment
compensation law),

(C) Each State or local child support enforcement agency shall reimburse
the State agency charged with the administration of the State unemployment
compensation law for the administrative costs incurred by such State agency
under this paragraph which are attributable to child support obligations be-
ing enforced by the State or local child support enforcement agency.

(3) Whenever the Secretary of Labor, after reasonable notice and oppt,r*
tunitv for hearing to the State agency charged with the administration of the
State law, finds that there is a failure to comply substantially with the re*
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quiremenis of paragraph (1) or (2). the Secretary of Labor shall notify such
State agency that further payments will not he made to the State until he is
satisfied that there is no longer any such failure. Until the Secretary of
I abor is so satisfied, he shall make no further certification to the Secretary
of the Treasury With respect to such State.

(4) For purposes of this subsection, the term "State or local child support
enforcement agency" means any agency of a State or political subdivision
thereof operating pursuant to a plan described in the last sentence of para-
graph (1).

(Aue. 14. 1935. c. 531. Title 11l. § 303. 49 Star. 62ft. June 25. 1038. C. 6S0. § 13(e).
52 Stat. 1112; June 20. 1939. Cc. 227. § IS. 53 Stat. 84S; Aug 10. 1939, c. 6ftn. Title
Hl. § 302. 53 Stat. 1378; 1946 Reore Plan No. 2. § 4. cfT.'july 16. 1946. Il F.R.
7S73. 60 Stat. 1095; Auc. 10. 1946. e. 951. Title IV. § 416';:). 60 Stat. 991; 1949
Reorc.Plan No. 2. § I. cIT. Aug. 20. 1949. 14 F.R. 5225. 63 Stat. 1005; Aug. 28.
1950.” c. 809, Title IV. & 405(b). 64 Stat. 560; Aug. 5. 1954. c. 057. § 5ta)(h. 68

Stat. 673; Mav 26. 1980. Pub.L. 96-249. Title 1. § 127(b)(1), 94 Stat. 3cft; June 9,
19S0. Pub.L. 90-265. Title IV, § 408(b)(1). 94 Stat. 4ftg; Oct. 19, 19S0. Pub.L.
90-473. § 6(e)(1). 94 Stat. 2265: Aug. 13. 1951, Pub.L. 97-35. Title XXIII.

§ 2335(b), 95 Stat. 863; Sept. 3. 1982, Pub.L. 97-24S. Title I. 8§ 171(b)(3). 175(a)
(2). 96 Stat. 401. 403; Apr.' 20. 19S3. Pub.L. 98-21. Title V, 88 515(a). 523(b), 97
Stat. 147. 14S.)

1So0 in original. Probably should S: "Unemployment Trust Fund"

* S0 In original. Probably shouid be "obligations".

Historical Note

References in Text. The Federal Unem- 1983 Amendment. Subsec. (a)(5) Tub L.

ployment Tax Act. referred to in subsec. (a),
comprised subchapier C (sections 1600 to
1611 on chapter 9 of the Internal Revenue
Code of 1939. Chapter 9 of the 193° Code
was repealed Esubect to eerum exceptions)
by section 785 (a})tf) of the In.cmal Revenue
Code of 1954, The Federal Unemployment
Tax Act also comprises chapter 23 (8 3301 et
seq.) of the Interna! Revenue Code of 1954

For provision_ deeming a reference in other
laws to a provision of the 1939 Code as a ref-
erence to the corresp_ondeg5 frowsmns of the
1954 Code, see section 7852(h) of the 1954
Code. For table of comparisons of the 1939
Code to the |5 Code, see table preceding
section 1of Title 26. Interna! Revenue Code.
The Internal Revenue Code of 1954 is classi-
fied generally to Title 26.

_ The Food Stamp Act of 1977, referred to
in siibsee. %dH”IB%. is Pub.L. 85-525. Aug.
31. 19c>4, 75 Stat 703. as amended, which 1s
Classified general]kl to chapter 5t (section
2011 et seq ) of Title 7. Agriculture. Section
3§n)(xl), of such Act. referred to in subsec. (dg
<3 of inis section, is classified to section 2<'I
Ititil) of Title 7. For complete classification
of this Act to the Couc. see Short Title note
vet out under section 2011 of Title 7 .uid ta-
bles volume

98-21, § 523(b). added provision that noth-
ing in this paragraph shall he construed to
prohibit deducting an amount from unem-
ployment compensation otherwise payable to
an ‘individual and using the amount so de-
ducted to pay for health"insurance if the indi-
vidual elected to have such deduction made
and such deduction was mjde under a pro-
gram approved by the Secretary of Labor.

Subsec. (c)(3). Pub L. 98-21. f 5I5u).
added par. (3).

1982 Amendment.  Subsec. (e)(ZE(A)gi).
Pub.L. 9* :4S. § 175(a)(2). substituted "of
paragraph T1)" for "of (ins subsection”.

Subsce, (eti2)(A)IiiiI(U2. Pub L. 97-248,
; 171(b)(3). subsiuuled "(19)" for "(20)"

1981 Amendment. Subsec. (e)(1) Pub L.
97-35. §235ben3). In %r_ovmon following
subpar. (D) substituted "this subsection" for
"the preceding sentence".

Subset*, (e)(2). Pub L. 97-35. § 25351h)
(1). added g%?r (2) and redesignated former

par. (2| as (5).

Subsee. (eh5) PubI.97-35. § 2335%b)
(1), (2). redesignated former Par (22) as & i
and m par i5i as so redesignated, substituted
“paragraph ill or (2)" for "paragraph |1)"

ormer par. (5) redesignated (4»



STATE OF ALASKA 1085 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bill/Resolution No.:CSSB 53 0 &rl Agency Affected :i

Title: "An act relating__ to Program CategoryAffected:<nPl-ai
unemployment insurance...” Services

Sponsor: Rules Committee BRU, Program or SuDprogram(s) Affected:
Requestor: Senate_.Jjj.diciary Employment Security - Unemployment

Date of Request: 3M/85 Insurance

EXPENDITURES/REVENUES: (Thousands of Dollars)
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Bill NO. committee Substitute for Senate Bill No. 53 Date April 8, 1985
(L&C) (Title am)

f
Title Contact:
"An Act relating to exchange of unemployment Eileen Plate
insurance information." 465-2700
John W. Shay, Jr
465-2712
Committee Substitute for Senate Bill 53 amends a provision in Alaska's

unemployment insurance law which deals with disclosure of unemployment
insurance claim and wage information.

Specifically, this bill provides for the Department of Labor to disclose
unemployment insurance benefit and wage information to appropriate state and
federal programs funded by the Social Security Act (Aid to Families with
Dependent Children, Medicaid, Food Stamps, etc.).

This provision is in response to a 1984 amendment to the Social Security Act
which establishes 1 system for verifying the income and eligibility of persons
receiving benefits from programs operating under the Social Security Act.
Basically, the verification system consists of the exchange of income and
eligibility information among the programs.

State unemployment insurance programs are required, under the amendments to
the Social Security Act, to participate in this exchange of information by
April 1, 1985. The amendment to Alaska's unemployment insurance law set out
in CS SB 53 is necessary to enable the Department of Labor to make the
appropriate disclosures and thereby assure that federal funding received by
the Department for administration of its Unemployment Insurance and Employment
Service programs is not jeopardized.

Obviously, Alaska has not met the April 1, 1985 deadline for participating in
the information exchange. However, the uU.s. Department of Labor is aware that
Alaska's participation is contingent upon legislative action which is presently
underway. Accordingly, it is not expected that any immediate action will be
initiated at the federal level to withdraw Alaska's administrative funding
(over twenty-two million dollars). Nonetheless, because the funds are
technically in jeopardy at this time, the Department is anxious to obtain
legislative approval, as set out in Committee Substitute for Senate Bill 53,
to participate in the information exchange system.

The Department supports passage of this bill. It will not have a fiscal
impact on tlie Department.

APPROVED:

JinXRobison, Commissioner
Department of Labor

POSITION PAPBH/Department of Laoor



§ 23.20.100 Laiior and Workers "Compensation § 23.20.110

powers provided in this chapter with respect to the administration of
th/s chapter which the department considers necessary or appropriate
to facilitate the administration of the unemployment compensation or
public employment service law of another state or the federal govern-
ment. (§ 326 ch 5 ESLA 1955)

Sec. 23.20.100. Employment service. The departme. t shall
establish and maintain free public employment offices inthenumber
and in the places which may be necessary for the administration ofthis
chapter and for the purposes of performing functions which are within
the scope ofthe Wagner-Peyser Act, as amended. The provisions of the
W agner-Peyser Act, as amended, are accepted by this state, and the
department is designated the agency of this state for the purposes of
that Act. All money received by this sti a under that Act shall be paid
into the employment security administration fund and shall be
expended solely for the maintenance of the state system of public
employment offices. (§ 331 ch 5 ESLA 1955)

Cross references. —  For the
Wagner-Peyser Act, see the cross refer-
ences at AS 23.20 005.

Sec. 23.20.105. Employing units to keep records and reports.
An employing unit shall keep work records containing information
which the department prescribes. The records shall be open to inspec-
tion and may be copied by the department at any reasonable time and
as often as may be necessary. The department may require an
employing unit to submit sv/om or unsworn reports, with respect to
persons employed by it, which are considered necessary for the admin-
istration of this chapter. (§ 315 ch 5 ESLA 1955)

Sec. 23.20.110. Information obtained by department, (a) The
departmentshall hold inform ation obtained from an employing unit or
individual in the course ofadministering this chapter and determina -
tions as to the benefit rights ofan individual c' nfidential and may not
disclose them or open them to public inspection in a manner which
reveals the identity ofthe individual or employing unit. A claimant or
the legal representative ofths claimant is entitled to information from
the records of the department to the extent necessary for the proper
presentation ofthe claim in a proceeding under this chapter. Subject to
restrictions which the department prescribes by regulation, the infor-
mation may be made available to an agency of this state or another
state or federal agency charged with the administration of an unem-
ployment compensation law or the maintenance ofd system of public
employment offices, or, for the purposes ofthe Federal Unemployment
TaX Act, to the Internal Revenue Service ofthe United States, or, for
taX purposes, to the Department of Revenue. Information obtained in
connection with the administration ofthe employment service may be
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made available to persons or agencies for purposes appropriate to the
operation of a public employment service.

(b) Upon request the department shall furnish to an agency of the
United States charged with the administration ofpublic works or assis-
tance through public employment, and may furnish to a state agency
similarly charged, the name, address, ordinary occupation, and
employment status of each recipient of benefits and the recipient’s
rights to benefits under this chapter.

(c) Uponrequestofan agency ofthisoranotherstate or ofthe federal
government which administers or operates one or more programs of
public assistance under either federal law or the law of this state, or
which is charged with any duty or responsibility under any such pro-
gram,and ifthatagency isrequired by law to impose safeguards for the
confidentiality of information at least as effective as required under
this section, the department shall provide, with respect to any named
individual specified by the requesting agency, the following informa-
tion:

(1) whether the individual is receiving, has received, or has made
application for unemployment compensation under this chapter;

(2) the period, if any, for which unemployment compensation was
payable and the weekly rate of compensation paid;

(3) the individual’s most recent address; and

(4) whether the individual has refused an offer ofemployment, and,
if so, the date of the refusal and a description of the employment
refused, including duties, conditions of employment, and rate of pay.

‘d) fhe departmentmay require thatan agency to which it provides
information under this section reimburse the department for its costs
of furnishing that information.

(e) The department shall provide wage information used to adminis-
ter this chapter to an agency ofthis oranother state which administers
or operates a public assisl mce program that provides aid and services
to needy families with dependent children under Part A of Title IV of
the Social Security Act if

(1) the agency makes a request for the wage information;

(2) the United States Secretary of Health and Human Services has
adopted regulations which require the release ofthe wage information
to public assistance agencies; and

(3) the wage information will only be used to determine the eligibil-
ity ofthe individual for the public assistance program or the amount
of aid or services to which the individual is entitled under the public
assistance program.

(f) On requestofthe United States Department of Agriculture or an
agency of this or another state that administers the food stamp pro-
gram established by 7 U.S.C. 2011—2026, if that agency has agreed
thatinformation provided by the department will be used only to deter-
mine an individual’s eligibility for food stamp benefits or the amount

823.20.115 Labor and W orkers’Com pensation 823.20.120

of the benefits, the department shall provide, for each individual
named by the requesting agency, any of the following information
contained in the records of the department:

(1) wage and employer information;

(2) the information specified in (c) of this section; and

(3) the amount of unemployment compensation, if any, to be
received.

(@) Therequirements ofthis section concerning the confidentiality of
information obtained in the course ofadministering this chapter apply
to officers and employees of a state or federal agency to whom the
department provides information as authorized by this section. (8§ 323
ch 5 ESLA 1955;am 8§ 1ch 79 SLA 1969;am 8§ 2ch 122 SLA 1977; am
§ 3 ch 9 SLA 1980; am § 2 ch 115 SLA 1982)

Effect of amendments. — The 1980 43.05.230 (a)) guarantee confidentiality of
amendment added subsection (e). records in the Department of Labor and

The 1982 amendment added subsection ~ Revenue, AS 24.20.271(6) enables the
Division of Audit to have access to the

bpinions of attorney goncral. —  records of every state rgency whether

Although subsection (a) of this section and  confidential or not. 19" Op. Att'y Gen.
former AS 43.20.190(a) (replaced by AS  (Nov. 21, 1972).

Sec. 23.20.115. Unauthorized disclosure of information. A
member of the department, an employee of the department, an agent
ofthe department, or an officer or employee ofa state or federal agency
that has been provided with information by the department who, in
violation of AS 23.20.110, makes a disclosure of information obtained
from an employing unit or from an individual in the administration of
this chapter, or a person who has obtained a list ofapplicants for work
orofclaimants or recipients ofbenefitsunder this chapter and who uses
or permits the use of the list for a purpose not authorized by AS
23.20.110 is guilty ofa class B misdemeanor. (§ 905 ch 5 ESLA 1955;
am 8§ 4 ch 9 SLA 1980; am § 3 ch 115 SLA 1982)

Cross references. — For sentences for  for "upon conviction, is punishable by a
class B misdemeanors, see S fine of not more thun $200, or by imprison-
12.55.035(b,,i) and 12.55.135(b). ment for not more than 90 days, or by

Effect of amendments. — The 1980 both" at the end of the section,
amendment deleted "or” preceding "an The 1982 amendment substituted the

employee of the department” near the language beginning "an agent of the
beginning of the section, inserted "or an  department” and ending "with informa-
agent of the department” following "an  tion by the department"” for "or an agent of
employee of the department,” and substi- the department.”

tuted "is guilty ofa class B misdemeanor”

Sec. 23.20.120. Examination of bank. The department may
request the Comptroller ofthe Currency of the United States to make
or have made an examination of the correctness of a return or report
of a national banking association rendered under this chapter. The
department may, in connection with the request, transmit the report
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(h) Iffport to Comtrem by Sterclary

The Secretary shall from time to time submit tc the Congress a report on the
progress and current status of each of the approved pilot projects under this section.
Each such report shall reflect the periodic reports theretofore submitted to the
Secretary by the States involved under subsection (g) of this section, and shall
contain such additional comments, findings, and recommendations with respect to
the operation of the program under this section as the Secretary may determine to
be appropriate.

(1) Study of program by Comptroller (icncrul

The Comptroller General shall, at such time or times as he determines to be
appropriate, review and evaluate any or all of the pilot projects undertaken pursuant
to this section, and shall from time to time report to the Congress on the results of
such reviews and evaluations together with his findings and recommendations with
respect thereto.

(J) Author* 'allon of appropriation*

There are authorized to be appropriated, for the four-fiscal-year period beginning
with the fiscal year 1985, such sums, not to exceed $8,000,000 in the aggregate, as
may be necessary to carry out this section.

g, 14,199 c 561, Tt X1 § 113 a5 aea uy 1, 1984 1upL. 9839, Tite V1, § 2680
B Stat. 1137)

Reference! In Te*t. The Rehabilitation Act of Effector Date. Section effective October I,
1973. referred to in subsec. gogl), i* Pub.L. 1984, see section 2646 of Pub,r, 98-369.set out as
93-112, Sept. 26, 1973, 87 Stat. 355, as amended.  u note under section 602 or s title,
which s classified princi aIIE to chapter 16 (sec- S >
tion 701 et seq.eof itle 29. Labor. For complete Legislative Hlstorg. For  dative hIStOE:y and
classification of this Act to the Code, see note set  purpose of Pub.L. 98-369, s 1984U.S. Code
oulr under section 701 of Tiile 29 and Tables Cong, and Adm. News, p. 697.
volume

6 1320b-7. Income und eligibility verification system

tn) )<eiluirementa of State eligibility system*

In order to meet the requirements of this section, a State must have in effect an
income and eligibility verification system under which—

(1) the State shall require, as a condition of eligibility for benefits under any
program listed in subsection (b) of this section, that each applicant for or
recipient of benefits under that program furnish to the State his social security
account number (or numbers, if he has more than one such number), and the
State shall utilize such account numbers in the administration of that program
so as to enable the association of the records pertaining to the applicant or
recipient with his account number;

(2) wage information from agencies administering State unemployment com-
pensation laws available pursuant to section 3304(a)(16) of Title 26, wage
information reported pursuant to paragraph (3) of this subsection, and wage,
income, and other information from the Social Security Administration and the
Internal Revenue Service available pursuant to section 6103(f)(7) of Title 26,
shall be requested and utilized to the extent that such information may be useful
in verifying eligibility for, and the amount of, benefit available under any
program listed in subsection (b) of this section, as determined by the Secretary
of Health and Human Services (or, in the case of the unemployment compensa-
tion program, by the Secretary of Labor, or, in the case of the food stamp
program, by the Secretary’ of Agriculture);

(3) employers in such State are required, effective September 30, 1988, to
make quarterly wage reports to a State agency (which may be the agency
administering the State's unemployment compensation law) except that the
Secretary of Labor (in consultation witti~tjie Secretary of Health and Human
Services and the Secretary of Agriculture)® may waive the provisions of this
paragraph if he determines that the State has in effect an alternative system
which is as effective and timely for purposes of providing employment related

AincomA~n”hgibilit®ata " h”niroose”~cscribe”~r*aragraghj*Ji®
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(4) the State agencies administering the programs listed in subsection (b) of
this section adhere to standardized formats and procedu'™* established by the
Secretary’ of Health and Human Services (in consults-" ji the Secretary of
Agriculture) under which—

(A) the agencies will exchange with each information in their
possession which may be of use in establishing or verifying eligibility or
benefit amounts under any other such program;

(11) auch information shall be made a.tillable to assist in the child support

program under part D of subchaptcr IV of this chapter, and to assist the
Secretary of Health and Human Services in establishing or verifying
eligibility or benefit amounts under subchapters Il and XVI of this chapter,
but subject to the safeguards and restrictions established by the Secretary
of the Treasury with respect to information released pursuant to section
6103(f) of Title 26; and

(C) the use of such information shall be targeted to those uses which are
most likely to be productive in identifying and preventing ineligibility and
incorrect payments;

(5) adequate safeguards are in effect so as to assure that—

(A) the information exchanged by the State agencies is made available
only to the extent necessary to assist in the valid administrative needs of
the program receiving such information, and the information released
pursuant to section 6103(0 of Title 26 is only exchanged with agencies
authorized to receive such information under such section 6103(0; and

(B) the information is adequately protected against unauthorized disclo-
sure for other purposes, as provided in regulations established by the
Secretary of Health and Human Services, or, in the case of the unemploy-
ment compensation program, the Secretary of Labor, or, in the case of the
food stump program, the Secretary of Agriculture, or in the case of
information released pursuant to section 6103(f) of Title 26, the Secretary of
the Treasury;

(6) all applicants foi and recipients of benefits under any such program shall
be notified at the time of application, and periodically thereafter, that informa-
tion available through the system will he requested and utilized; and

(7) accounting systems are utilized which assure that programs providing
data receive appropriate reimbursement from the programs utilizing the data
for the costs incurred in providing the data.

(b) Applicable program!

The programs which must participate in the income verification system are—
(1) the aid to families with dependent children program under part A of
subchapter IV of this chapter;
(2) the medicaid program under subchapter XIX of this chapter;
(3) the unemployment compensation program under section 330-1 of Title 211;
(4) the food stamp program under the Food Stamp Act of 1977 [7 U.S.C.A,
§ 2011 et seq.]; and

(5) any State program under a plan approved under subchapter i, X, XIV, or
XVI1 of this chapter.

(c) Protection of applicants from Improper une of Information

(1) In order to protect applicants for and recipients of benefits under the pro-
grams identified in subsection (b) of this section, or under the supplemental security
income program under subchapter XVI of this chapter, from the improper use of
information obtained from the Secretary of the Treasury under section 6103(/)(7)(D)
of Title 26, no Federal, State, or local agency receiving such information may
terminate, deny, suspend, or reduce any benefits of an individual until such agency
has taken appropriate steps to independently verify information relating to—

(A) the amount of the asset or income involved,
(P.. whether such indkidual actually has (or had) access to such asset or
incoir.e for his own use, and

mﬁﬁ“the period or periods when the individual actually had such asset 0f
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(2) Such individual shall be informed by the agency of the findings made by the
agency on the basis of such verified information, and"shall be given an opportunity
to contest such findings, in the same manner as applies to other information and
findings relating to eligibility factors under the program.

[Aug, 141935, ¢ 551, Tile X1 5 115, 2 added July 18, 10, PubL. 9836, Tie V1, § 255
§ Slat, 1147)

Reference! In Text. The Food Stamp Act of
1977, referred to in subsec. <bX4), is Pub.L.
88-525, Aug. 31, 1964, 78 Slat. 703, as amended,
which ix classified generally to chapter 51 (section
2011 et se_(%_.) of Title 7, Agriculture- For com-
plete classitication of thii Act to the Code, sec
note set out under section 2011 of Title 7 and
Tables volume.

Effective Date.
98-369 provided that:

"(1) The amendments made by subsections (j)
and (k) [unending section 1383(eXIX0) of Ihis
title and section 6103 of Title 26, Internal Reve-
nue Code] shall become elTcctive on the date of
the enactment of this Act [July 18, 1984],

"(2) Except as otherwise specifically provided,
the amendments made by subsections {a) through
%'2) (enacting this section, amending Sections 302,

3,602, 1202. 1352, and 1396a of this title, and
section 2020 of Title 7, Agriculture, repealing
sect.an 611 of this title, and amending provisions

Section  2651(/)of Pub.L.

set out as a note under section 1382 of this title)
shall become elTective on April I, 1985. It: the
case of any Slate which submits a plan describing
a good faith effort by such State to come into
compliance with the requirements of such subsec-
tions, the Secreta.y of Health and Human Services
(or. in the case of the Stale unemployment com-
pensation program, the Secretary of Labor, or, in
the case of the food stamp program, the Secretary
of Agriculture) may by waiver grant a delay in the
effective dale of such subsections, except that no
such waiver may delay the effective date of section
1137(c) of the Social Security Act (subsec.%c) of
this section] (as added by subsection (a) of this
section), or delay the effective date of any other
provision of or added by this section beyond
September 30, 1986."

Legislative History, For legislative history and
purpose of Pub.L. 98-369, see 1984 U.S. Code
Cong, and Adm. i «ws, p. 697.

Part B—Peer Review ok Utilization and Quality oe Health Care Services

g8 1320c. Purpose

Effective Date. Section 149 of Pub.L 97-248,
as amended Pub.l. 98-369, Title Il
§ 2354(cX3XC), July 18, 1934, 98 Stat. 1102,
provided that:” "The amendments made by this
subtitle [subtitle C of Pub.L. 97-248, compnslnﬂ
sections 141 to 150 of such Public Law whic
enacted this pan, amended sections 1395b-t,
13959, 1395k, 1395/, 1395, '|'39'5Y’ 1395¢c
1395pp, 1396a and 1396b of thii title, omitted

sections 1320c-14 to 1320c-19, 1320C-2I, and
1320C-22 of this title, and enacted provisions Set
cut as notes under this section and section 1305 of
this title] shall, subject to section 150 (secl'on 150
of Pub.L. 97-248, set out as a note below), be
clTeclive with respect to contracts entered into or
renewed on or iftcr the date of th: enactment of
this Act (Sept. 3, 1982)."

§ 1320c1. Definition of utilization and quality control peer review organization

Wcatlaw Administrative Law References
Databases: CFR FR

Sample Query:
(42 4-5 1320C-I) gllsz +6 "SOCIAL SE-
CURITY ACT") & OSTEQPATHI

Query Formulation: sec Explanation Page.

8 1320c-2. .CO*ntract* with utilization and quality control peer review organiza-
tion
(See main volume for text of (a)]

(b) Organizatlona entitled to contract with Secrelury
[See main volume for test of (1)]

(2)(A%,Pr|or to November 15, 1984, the Secretary shall not enter into a contract
under this part with any entity which is, or is affiliated with (through management,
ownership, or common control{, an entity (other than a self-insured employe% which
dirt.tly or indirectly makes payments to any practitioner or provider whose, health
care services are reviewed by such entity or would he reviewed by such entity if it
entered into a contract with the Secretary under this part. For purposes of this
par,a%raph, an entity shall not be cqnsLdered-.tq\, be affiliated with another entity
which makes payménts (dlrectIK,or indirectly)"™ any practitioner or provider, by
reason of management, owners _cont ,

ship, or common control consists only of one individual member of the goveming

ip, or common _control, if the management, owner-
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hoard being affiliated (through management, ownership, or common control! with a
health mm. enance organization or competitive medical plan which in an "eligible
organizMiun" as defined in section 1395mm(b) of this title.

&B) If, after November 14, 1984, the Secretar¥ determines that there is no other
entity available for an area with which the Secretary can enter into a contract under
this part, the Secretary may then enter into a contract under this part with an entity
described in sub aragra?h (A) for such area if such entity otherwise meets the
requirements of this part.

(C) Repealed. Pub.L. 98-369, Title 111, s 2347(c)(3), July 18. 1984, 98 Stat. 1097

(3)(A) The Secretary shall not enter into a contract under this part with any entit
which is, or is affiliated with (through management, ownership, or common controli
a health care facility, or association of such facilities, within the area served by -uch
entity or which would be served by such entity if it entered into a contract with tw#
Secretary under this part.

1[B.) For purposes of subparagraph (A), an entity shall not be considered to he
affiliated with a health care facility or association of facilities by reason of manage-
ment, ownership, or common control if the mana?ement, ownership, or common
control consists only of not more than 20 percent of the members of the governing
board af the entity being affiliated (through management, ownership, or common
control) with one or more of such facilities or associations.

(See main volume for text of (c) to (f)j

(As amended July 18, 1984, Pub.L. 98-369, Title 111, 99 2334(a), (b), 21147(c). 98 Stat. 1090. lu'tT i

1984 Amendment.  Subsec. (bJ(ZL(A_). Pub.L.  referred to in subpar. (A) would be dccinrd to
98-369, 5 2347(cXI). substituted "Prior to No-  have begun not later than October 1983

vember 1S. 1984" for “During the first twelve Sub(;(c %b)(J) pub,L, 98-369. 9 2334(a), dev
months tn which the Secretary is entenng tnlo | lilons as ( d
contracts under this section . added subpar. (U).

Pub.L. 98-369, § 2334(bXI), substituted "an
entity (other than a self-insured _empllolyer) which  iviarT”r xPs'T °0s'Pro F/]\/mtl-(lejmenl- &
»eK

directhv" for "an erltitg vyhic direcily ot 01‘|Pub[{)j by this s e‘% ing. 2k
Bup[. 8@%@ § %4% (% added provision scrc],e‘rbqpéeﬁa?l chmevetﬂéscﬁ% o én(eiggemtgf (He
that for purposes of this para r,aEh an entity shall ~ c(L,clmcnl of this Act (July 18, 19*4]"
nol_be considered to be affiliated with another . e ! )
entity which makes payments (directly or indirect- Section 2347(d) ofPub.L. )8-48 provided that
ly) to any practitioner or provider, by reason of  AL' Prov«'®™ °'* »nll Amendments made by.
management, ownership, or common’ control, if section (amending subsec. (b)(2) of this see-
the management, ownership, or common control lon  *«*ton 1395cc(dXU(F) of this title and
consists only of one individual member of the enacting provisions set out as a note under section
governing board being alTdiated (through manage- of this title) shall become effective on the
ment, ownership, or common conlol) with a  date ofthe enactment of this Act (July 18, 1984] "
health maintenance organization or competitive Legislative History. For legislative history and
medical plan which is an "riigible orPan[zatl_on" Eurpose of Pub.L. 98-369, sec 1984 US Code
as defined in section 1393mr.i(b) of this title.  Cong, and Adm. News, p. 697

-Vevtlaw Administrative law References
Databases: CFR FR

X2XD).. Pub.L. 98-369,
§2347§fc)(£?, suggututed .aH_er November 14,
1984" for "after the expiration of the twelve-
month period referred to in subparagraph (A)".  Sample Query:

Subsec. &b)(ZXC). P-thL. 98-369, 42 +5 132fXT-2) (1153,6 "SOCIAL SK-

§ 2347(c)(3). struck out subpar. (C), which had CURITY ACT")

provided that the twelve-month period formerly — Query Formulation: see Explanation Page

g8 1320c-3. Functiona of peer review organizations

Wettlaw Administrative Law References Sample Query:

Databases: CFR FR gz t 5 1320c~3) (1154 +6 "SOCIAL SECUR-
ITY ACT")

Query Formulation: sec Explanation Page

§ 1320cH, Right to hearing und judicial review

Westlsw Administrative Law Referencei
Databases: CFR FR

Sample Query:
@2 +5 1320c4) (1155+6 "SOCIA I. SECUR-
ITY ACT")
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BILL SHEFFIELD
GDVCHNOi?

STATK OK A LASKA
OFFICE OF THE GOVEHNOT
mir?ialt

January 15, 1985

The Honorable Don Bennett
President of the Senate
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Senator Bennett:
Under the authority of art. 111, sec. 18, of the Alaska

Constitution, | am transmitting a bill relating to the
disclosure of unemployment insurance information.

The bill has two provisions. Tne First is in response to
amendments made to the Social Security Act by the Defi”it
Reduction Act of 1984 (P.L. 98-369) . The latter Act es—

tablishes an 1income and eligibility verification systenm
under which the state must disclose unemployment insurance
benefit and wage informati®", +to appropriate state and fed-—
eral agencies 1in order t1; qualify for federal money for
payment of administrative costs of the unemployment insur—
ance program (42.U.S.C. sec. 1320b-7).

The system is intended to verify the eligibility of recip—
ients of certain benefits in federally assisted state pro—
grams, such as the medicaid, food stamp, and unemployment
insurance programs, among others. The bill will allow the
Department of Labor to make the appropriate disclosures.

The second provision allows the department to disclose
information to the Internal Revenue Service. Under feder —
al law, the IRS has the duty to seek information necessary
for enforcement of the Internal Revenue Code, and it 1is
empowered to compel the —cooperation of persons and
agencies 1in 1its performance of that duty. Although under
current state law the department may not voluntarily dis—
close unemployment insurance information to the |[IRS for
that purpose, the Department of Law has concluded that the
Department of Labor must respond to an IRS subpoena which
requests such information. The proposed amendment would
eliminate the need fcr the issuance and processing of sub-—
poenas, a costly procedure, which has become especially
burdensome due to the increasingly large number of subpoe—
nas issued.



Section 2651(1) (2) of the Deficit Reduction Act of 1984
(98 Stat. 1151) basically reqv'ves compliance with the
provisions of that Act as of Ap 11, 198~. Therefore, =

urge your prompt and favorab . consideration of thi>
measure.

Sincerely,

E
Governor
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