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SENATE f in a n c e  c o m m it t e e  r e p o r t

DATE: 5/16/99 FURTHER:

DATE TURNED
IN TO OFFICE: s \ i i ) ^

Finance Committee considered HOUSE BILL NO. 87

“An Act relating to money credited to the account of the state in the unemployment trust fund by the 
Secretary of the Treasury of the United States; and providing for an effective date.”

'HER RECOMMENDATIONS

Co-Chair:

Co-Chair:
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_) [ ] new title
House Bill:

_) [ ] same title  
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[ ] new: SCR*____

L & be r
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Department Date Zero Fiscal
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F I S C A L  ( M O T E

Revision Date/Time (Note if correction): Rpw-jgpH q- ]- qq  
Title: Unemployment Trust Fund________________

STATE OF ALASKA
1999 LEGISLATIVE SESSION

Sponsor:
Requestor:

House Rules
House Labor & Commerce

(H) Publish Date: 3/ 5/ 99

LaborDepartment Affected: _____
BRU: Employment Security
Component: _____

Unemployment Insurance
COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below .

FY 2004 FY 2005
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING

OPERATING FY 2000

CAPITAL

CHANGE IN REVENUE 
FUND SOURCE tf

700.0
1002

700.0
1002

700.0
1002

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY99) impact: $ 0.0

ANALYSIS: (Attach a separate page if necessary) 
See Attached.

Prepared by: Rebecca Gamez, Director 'Jch, ^  Phone : 465-5933

Approved by Commissioner:  Ed Flai:-gan
Ager,. /: Department of Labor

;-gan, comm issioner
Date: 3/1/99

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further dis tribution in form ation  call th e  G o v e rn o r 's  Legislative Office
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ATTACHMENT 
Fiscal Note for HB 87

House Bill 87 provides statutory language to allow a federal “Reed Act” distribution 
conditional on requirements established in the federal Balanced Budget Act of 1997.

A federal “Reed Act” distribution is a transfer o f excess collections of Federal 
Unemployment Tax Act (FUTA) tax. When adequate funds have been collected to meet 
federal ceilings on sub-accounts in FUTA then the excess is made available for 
distribution back to the states.

Current state statute A.S. 23.20.145 (f) allows these “Reed Act” funds to be used for the 
payment of unemployment benefits and the administration of both the employment 
services and the unemployment insurance programs. The Balanced Budget Act of 1997 
specified that a distribution scheduled for federal fiscal years 1999,2000, and 2001 
would be limited to the administration of the Unemployment Insurance program. The act 
also required that states pass enabling legislation in order to receive these funds.

The national distribution is anticipated to be $100 million annually for the three years. 
Each state’s share of the “Reed Act” distribution will be prorated based on the percentage 
of FUTA tax receipts collected from that state. Alaska’s estimated share of the $100 
million is anticipated to be between $600,000 and $700,000.

Under federal procedures, states have two years from the time the “Reed Act” funds are 
appropriated by the state legislature to obligate these funds. It is expected these funds 
will be utilized to enhance data processing upgrades beginning in FY2001 and will likely 
be applied to the existing FY2000 capital budget request to redesign the automated 
Unemployment Insurance tax system. That request is currently before the legislature and 
is included in HB 52 and SB 32 in the amount o f $2,600,000.
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Tonv Knowles *j. po b o «  hoooi

G O V E R N O R  . . . - ' Jk— J u n e a u .  A la s k a  9 9 8 M  c r
'  (9 0 7 ) 4 6 5 -3 5 0 0

• F ax  (907) 4 6 5 -3 5 3 2

S t a t e  o f  A l a s k a
O F F IC E  O F  T H E  G O V E R N O R

J u n e a u

February 8, 1999

The Honorable Brian Porter 
Speaker o f  the House 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear S p e a k e ^ ^ r t^ T

This bill I transmit today provides the state with authority to receive federal funds for the 
administration o f the unemployment insurance program as required in the Balanced 
Budget Act o f 1997.

The 1997 Act provided for a disbursement from the federal unemployment trust fund to 
the state unemployment trust fund, known as "Reed Act distributions." States must enact 
legislation restricting the use o f these distributions for administration o f the 
unemployment insurance program, and not for unemployment benefits or employment 
services.

This bill complies with the federal requirement by providing the state with express 
authority to receive the Reed Act distributions for federal fiscal years 1999-2001 for 
purposes o f administering the unemployment insurance program.

Sincerely,
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DEPARTMENT OF LABOR
ALASKA EMPLOYMENT SERV IC E  

DIRECTOR'S O FFICE

/

/

TO/VK KNOWLES, GOVERNOR

1 1 1 1  W . 8 T H  S T R E E T ,  S U I T E 2 0 3  

P . O .  B O X 2 5 5 0 9  

J U N E A U ,  A L A S K A  9 9 8 0 2 - 5 5 0 9  

P H O N E :  ( 9 0 7 ) 4 6 5 - 2 7 1 2  

F A X :  ( 9 0 7 ) 4 6 5 - 4 5 3 7

M a y  1 7 , 1 9 9 9

T h e  H o n o ra b le  J o h n  T o rg e rs o n  

A la s k a  S ta te  L e g is la tu re  

R oom  5 1 6  

S ta te  C a p ito l 

J u n e a u , A K  9 9 8 1 1

D e ar S e n a to r T o rg e rs o n :

T h is  is in re sp on se  to  y o u r  q u e s tio n s  re g a rd in g  H o use  Bill 8 7 .

W ill Reed A c t  fu n d s  need to  be a p p ro p ria te d  a n n u a lly  to  c o v e r  th e  th re e  ye a r 

( 1 9 9 9 ,  2 0 0 0 ,  2 0 0 1 )  Reed A c t  d is tr ib u tio n s ?

N o. The b i l l  p ro v id e s  fo r  an e ffe c t iv e  d a te  w h e n  i t  is  s ig n e d  in to  la w  a n d  a 
s u n s e t d a te  o f  S e p te m b e r 3 0 , 2 0 0 2 .  The f is c a l n o te  in d ic a te s  s h o u ld  A la s k a  
a c c e p t th e  fe d e ra l R eed  A c t  d is tr ib u t io n , i t  w i l l  g o  in to  c a p ita l e x p e n d itu re s . 
W e e x p e c t to  e x p e n d  th e  R e e d  A c t  d is t r ib u t io n s  o v e r  a th re e -y e a r p e r io d  on  
o u r  $ 2 .6  m illio n  C /P  p ro je c t  (U l Tax R e d e s ig n ) th a t  w a s  a p p ro v e d  b y  b o th  
le g is la tiv e  b o d ie s  th is  se ss io n . S h o u ld  th e  d is tr ib u t io n s  n o t  c o v e r  th e  e n tire  
C /P  p ro je c t ,  th e  re m a in d e r w i l l  b e  c o v e re d  b y  o u r  o p e ra tio n s  b u d g e t.

W ill o th e r  U l fu n d s  be a va ila b le  fo r  re -a p p ro p ria tio n  i f  HB 8 7  passes?

N o. A l l  fe d e ra l fu n d s  A la s k a  re c e iv e s  fo r  th e  a d m in is tra t io n  o f  the  
U n e m p lo y m e n t In s u ra n c e  p ro g ra m  are  s t r ic t ly  fo r  th e  s o le  p u rp o s e  o f  
a d m in is tra t io n  o f  th is  p ro g ra m . B y  la w  w e  h a v e  n o  f le x ib il ity .

E n c lo se d  fo r  y o u r re v ie w , y o u  w ill f in d  th e  M a rc h  4 , 1 9 9 9 , le t te r  to  

R e p re s e n ta tiv e  R okeberg  and its  a tta c h m e n ts . T h e y  are th e  U n e m p lo y m e n t 

In s u ra n c e  P ro gram  L e tte r  (UIPL) 4 4 -7 7  w h ic h  re fe rs  to  and  d e s c r ib e s  th e  

b a la n ce d  b u d g e t a c t o f  1 9 9 7  (p u b lic  la w  1 0 5 -3 3 )  b y  s e c tio n . T h e  UIPL 4 4 -  

7 7 , p ag e s  1, 4  and 6 , id e n tif ie s  s e c tio n  5 4 0 3  o f  th e  b a la n c e d  b u d g e t a c t as 

th e  e x a c t c ita t io n  re q u ir in g  th e  use  o f  th e  "R ee d  A c t "  be  lim ite d  to  th e



The Honorable John Torgerson 
M a y  1 7 , 1 9 9 9
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"a d m in is tra t io n  o f  th e  U n e m p lo y m e n t C o m p e n s a tio n  p ro g ra m ."  A ls o  

e n c lo s e d  is a c o p y  o f  th e  fe d e ra l B a lan ced  B u d g e t A c t  o f  1 9 9 7 , S e c tio n  

5 4 0 3 ,  e n tit le d , "s p e c ia l d is tr ib u t io n  to  s ta te s  fro m  U n e m p lo y m e n t t ru s t  

fu n d . "

I t r u s t  th is  w ill c la r ify  th e  c o n c e rn s  o f  y o u r  c o m m itte e . P lease le t m e k n o w  if  

I m a y  p ro v id e  fu r th e r  in fo rm a tio n  o r c la r if ic a t io n .

S in c e re ly ,

R ebecca  G am ez 

D ire c to r

R N G :ec

E n c lo su re

c c : M e m b e rs , S en a te  F ina nce  C o m m itte e
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D E P A R T M E N T  O F  L A B O R
OFFICE OF THE COMMISSIONER /

P . O .  B O X  2 1 1 * 9  

J U N E A U ,  A L A S K A  9 9 8 0 2 - 1 1 4 9  

P H O N E :  ( 9 0 7 )  4 6 5 - 2 7 0 0  

F A X :  ( 9 0 7 )  4 6 5 - 2 7 8 4

March 4, 1999

The Honorable Norman Rokeberg 
Alaska State Legislature 
Room 24 
Stare Capitol 
Juneau, AK 99811

Dear Representative Rokeberg: - ‘ '

This is in response to your request for documentation o f the federal legislation requiring 
HB87. This bill puts a limitation on the use of federal “Reed Act” distributions to the 
State of Alaska based on requirements in the federal Balanced Budget Act of 1997.

Attached is the Unemployment Insurance Program Letter (UIPL) 44-77 which refers to 
and describes the balanced budget act of 1997 (public law 105-33) by section. The UIPL 
44 -77, pages I, 4 and 6, identifies section 5403 of the balanced budget act as the exact 
citation requiring the use of the “Reed Act" be limited to the “administration of the 
Unemployment Compensation program.” Also enclosed is a copy of the federal 
Balanced Budget Act of 1997, Section 5403, entitled, “special distribution to states from 
unemployment trust fund.

If you need any further information, please let me know.

Sincerely,

Dwight Perkins 
Deputy Commissioner

Attachments



Date: 3/4/99
Sender: Dan Kanouse 
To: Dwight Perkins
P rio rity : Normal
Subject:draft letter to Rokeberg - re:fed citations for HB87

hb87info.doc
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B i l l  S u m m a r y  &  S t a t u s  f o r  t h e  1 0 5 t h  C o n g r e s s

NEW SEARCH | HOME | HELP

-*• H.R.2015 (Major Legislation)
^-P ub lic  Law: 105-33 (08/05/97) Text, PDF, Line Item Veto: See Actions 

SPONSOR: Rep Kasich (introduced 06/24/97)
A bill to provide tor reconciliation pursuant to subsections (b)(1) and (c) of section 105 of the concurrent 
resolution on the budget for fiscal year 1998.

All Bill Summary & Status Info (except Bill Text)

Titles

Status:

• Detailed Legislative Status
• Floor/Executive Actions
• Congressional Record Page References

Committees:

• Referral. Reporting, Origin, Subcommittees
• Other Committee Information

Amendments

Subjects

Cosponsors (None)

Summary

Text of Legislation

3/4/99 10:26 AM
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THE FOLLOWING LANGUAGE WAS INCLUDED IN THE FINAL BUDGET RECONCILIATION 
BILL THAT WAS SIGNED INTO LAW BY THE PRESIDENT ON AUGUST 5, 1997.

HJR.2015

Balanced Budget Act o f 1997 (Enro lled  B i ll (Sent to President.))
Subtitle E—Unemployment Compensation

SEC 5403. SPECIAL DISTRIBUTION TO STATES FROM UNEMPLOYMENT 
TRUST FUND.

(a) rN GENERAL- Subsection (a) o f section 903 (42 U.S.C. 1103(a)) is amended by adding at the 
end the following new paragraph:

'(3)(A) Notwithstanding any other provision o f this section, for purposes of carrying out this 
subsection with respect to any excess amount (referred to in paragraph (1)) remaining in the 
employment security administration account as o f the close of fiscal year 1999, 2000, or 2001, 
such amount shall—

'(i) to the extent of any amounts not in excess o f 5100,000,000, be subject to subparagraph
(B), and

'(ii) to the extent of any amounts in excess o f$  100,000,000, be subject to subparagraph (C).

'(B) Paragraphs (1) and (2) shall apply with respect to any amounts described in subparagraph
(A)(i), except that-

'(i) in carrying out the provisions o f paragraph (2)(B) with respect to such amounts (to 
determine the portion of such amounts which is to be allocated to a State for a succeeding 
fiscal year), the ratio to be applied under such provisions shall be the same as the ratio that—

'(I) the amount of funds to be allocated to such State for such fiscal year pursuant to 
the base allocation formula under title III, bears to

'(II) the total amount o f funds to be allocated to all States for such fiscal year pursuant 
to the base allocation formula under title III,

as determined by the Secretary of Labor, and

’(ii) the amounts allocated to a State pursuant to this subparagraph shall be available to such 
State, subject to the last sentence of subsection (c)(2).

Nothing in this paragraph shall preclude the application of subsection (b) with respect to any 
allocation determined under this subparagraph.

'(C) Any amounts described in clause (ii) of subparagraph (A) (remaining in the employment 
security administration account as o f the close of any fiscal year specified in such subparagraph) 
shall, as of the beginning of the succeeding fiscal year, accrue to the Federal unemployment 
account, without regard to the limit provided in section 902(a).’.

(b) CONFORMING AMENDMENT- ^ a g ra p h  (2) o f section 903(c) of the Social Security Act is 
amended by adding at the end, as a flush left sentence, the following:

-fr 'Any amount allocated to a State under this section for fiscal year 2000, 2001, or 2002 may be
used by such State only to pay expenses incurred by it for the administration of its unemployment

o f  2 3/4/99 10:03 A M
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U .  S .  D e p a r t m e n t  o f  L a b o r

CL A S S I F I C A T I O N

U l

Employment and Trai ning A d m i nistr ati on  
Washington, D.C. 20210

C O R R E S P O N D E N C E  SYMBOL

T E U L

D A T E

O c t o b e r  9, 1 9 9 7

/

D I R E C T I V E  : 

T O  :

F R O M  :

S U B J E C T  :

U N E M P L O Y M E N T  I N S U R A N C E  P R O G R A M  L E T T E R  N O . 4 4 - 9 7

5 R A C E  A .  K I L B A N E  

D i r e c t o r

U n e m p l o y m e n t  I n s u r a n c e  S e r v i c e

T h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7  a n d  t h e  

T a x p a y e r  R e l i e f  A c t  o f  1 9 9 7

1 .  P u r p o s e . T o  a d v i s e  t h e  S t a t e s  o f  a m e n d m e n t s  m a d e  t o  

F e d e r a l  l a w  b y  t h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7  a n d  t h e  

T a x p a y e r  R e l i e f  A c t  o f  1 9 9 7  a f f e c t i n g  t h e  F e d e r a l - S t a t e  

U n e m p l o y m e n t  C o m p e n s a t i o n  ( U C )  p r o g r a m .

2 .  R e f e r e n c e s . T h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7  ( B B A ) ,  P . L  

1 0 5 - 3 3 ;  t h e  T a x p a y e r  R e l i e f  A c t  o f  1 9 9 7  ( T P R A ) ,  P . L .  1 0 5 - 3 4 ;  

t h e  P e r s o n a l  R e s p o n s i b i l i t y  a n d  W o r k  O p p o r t u n i t y  R e c o n c i l ­

i a t i o n  A c t  o f  1 9 9 6  ( P R W O R A ) ,  P . L .  1 0 4 - 1 9 3 ;  t h e  I n t e r n a l  

R e v e n u e  C o d e  o f  1 9 8 6  ( I R C ) ,  i n c l u d i n g  t h e  F e d e r a l  U n e m p l o y ­

m e n t  T a x  A c t  ( F U T A ) ; t h e  S o c i a l  S e c u r i t y  A c t  ( S S A ) ; a n d  

U n e m p l o y m e n t  I n s u r a n c e  P r o g r a m  L e t t e r s  ( U I P L s )  N o s .  2 8 - 8 7 ,  

4 5 - 8 9 ,  1 2 - 9 1 ,  1 1 - 9 2  a n d  3 7 - 9 6 .

3 .  B a c k g r o u n d . T h e  B B A  a n d  t h e  T P R A ,  b o t h  e n a c t e d  o n  

A u g u s t  6, 1 9 9 7 ,  m a d e  s e v e r a l  c h a n g e s  a f f e c t i n g  t h e  U C  

p r o g r a m .  T h i s  U I P L  p r o v i d e s  i n f o r m a t i o n  o n  e l e v e n  a m e n d ­

m e n t s  m a d e  b y  t h e  B B A  a n d  f o u r  a m e n d m e n t s  m a d e  b y  t h e  T P R A .  

T h e  a m e n d m e n t  d i s c u s s e d  i n  i t e m  4 . a . ,  r e l a t e d  t o  d i s c l o s u r e  

o f  U C  i n f o r m a t i o n ,  m a y  r e q u i r e  S t a t e s  t o  a m e n d  t h e i r  l a w s  t o  

m e e t  F e d e r a l  U C  l a w  r e q u i r e m e n t s .  I n  a d d i t i o n ,  S t a t e s  w i l l  

n e e d  t o  a m e n d  t h e i r  l a w s  t o. . i m p l e m e n t  t h e _ s p . e c i a l  R e e d  A c t  

t r a n s f e r s  d d s r n s s s d  i n  i t e m  6 . b .  F i n a l l y ,  S t a t e s  w i l l  n e e d

R E S C I S S I O N S E X P I R A T I O N  D A T E

N o n e C o n t i n u i n g



2

t o  d e t e r m i n e  w h e t h e r  t h e y  n e e d  t o  a m e n d  t h e i r  l a w s  t o  p e r m i t  

t h e  c o n t i n u o u s  l e v y  d i s c u s s e d  i n  i t e m  1 2 .

4 .  S e c t i o n s  5 2 0 1  a n d  5 5 3 3 ,  B B A :  N a t i o n a l  D i r e c t o r y  o f  N e w

H i r e s  ( " N a t i o n a l  D i r e c t o r y " ) .

a . S e c t i o n  5 2 0 1 ,  B B A ,  D i s c l o s u r e  t o  N a t i o n a l  D i r e c t o r y . 

S e c t i o n  3 0 3 ( h ) ( 1 ) ,  S§ A,  a s  a m e n d e d  b y  t h e  P R W O R A ,  r e q u i r e s  

S t a t e s ,  a s  a  c o n d i t i o n  o f  r e c e i v i n g  U C  a d m i n i s t r a t i v e  

g r a n t s ,  t o  d i s c l o s e  w a g e  a n d  c l a i m  i n f o r m a t i o n  t o  t h e  

S e c r e t a r y  o f  H e a l t h  a n d  H u m a n  S e r v i c e s  f o r  p u r p o s e s  o f  t h e  

N a t i o n a l  D i r e c t o r y .  S e c t i o n  3 0 3 ( h ) ( 1 ) ( C ) ,  a s  a m e n d e d  b y  t h e  

P R W O R A ,  a l s o  r e q u i r e d  S t a t e s  t o  e s t a b l i s h  s u c h  s a f e g u a r d s  a s  

t h e  S e c r e t a r y  o f  L a b o r  d e t e r m i n e s  a r e  n e c e s s a r y  t o  i n s u r e  

t h a t  s u c h  i n f o r m a t i o n  i s  u s e d  " o n l y  f o r  p u r p o s e s  o f  s e c t i o n  

4 5 3 ( i ) ( 1 )  r s S A l  i n  c a r r y i n g  o u t  t h e  c h i l d  s u p p o r t  e n f o r c e ­

m e n t  p r o g r a m  u n d e r  t i t l e  I V " o f  t h e  S S A .  ( E m p h a s i s  a d d e d . )  

T h e  E B A  d e l e t e d  t h e  u n d e r s c o r e d  l a n g u a g e  a n d  s u b s t i t u t e d  

" s u b s e c t i o n s  ( i ) ( l ) ,  ( i ) ( 3 )  a n d  ( j )  o f  s e c t i o n  4 5 3 . "  T h i s

a m e n d m e n t  m a k e s  c l e a r  t h a t  S t a t e s  m u s t  a u t h o r i z e  t h e  

d i s c l o s u r e  o f  U C  i n f o r m a t i o n  t o  t h e  N a t i o n a l  D i r e c t o r y  f o r :

o  U s e  b y  p r o g r a m s  f u n d e d  u n d e r  t h e  T r a n s i t i o n a l  

A s s i s t a n c e  t o  N e e d y  F a m i l i e s  p r o g r a m ,  t h e  

c h i l d  s u p p o r t  e n f o r c e m e n t  p r o g r a m ,  a n d  a n y  

" o t h e r  p u r p o s e s "  s p e c i f i e d  i n  S e c t i o n  4 5 3 .

( S e c t i o n  4 5 3 ( i ) ( 1 ) ,  S S A . )  T h e  " o t h e r  p u r ­

p o s e s "  a r e  s p e c i f i e d  i n  S e c t i o n s  4 5 3  ( i ) (3) 

a n d  ( j ) ,  S S A ,  d e s c r i b e d  b e l o w .

o  U s e  i n  t h e  a d m i n i s t r a t i o n  o f  t h e  e a r n e d  

i n c o m e  t a x  c r e d i t  b y  t h e  I n t e r n a l  R e v e n u e  

S e r v i c e  ( I R S ) .  ( S e c t i o n  4 5 3  ( i )  ( 3 ) ,  S S A . )

o  V e r i f i c a t i o n  o f  i n f o r m a t i o n  i n  t h e  N a t i o n a l

D i r e c t o r y  b y  t h e  S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n ;  

c o m p a r i s o n s  w i t h  t h e  F e d e r a l  C a s e  R e g i s t r y  o f  

C h i l d  S u p p o r t  O r d e r s  a n d  o t h e r  c h i l d  s u p p o r t  

e n f o r c e m e n t  p u r p o s e s ;  u s e  b y  t h e  S o c i a l  S e c u r i t y  

A d m i n i s t r a t i o n ;  a n d  r e s e a r c h  r e l a t e d  t o  

T r a n s i t i o n a l  A s s i s t a n c e  t o  N e e d y  F a m i l i e s  o r  

c h i l d  s u p p o r t  e n f o r c e m e n t .  I n  t h e  c a s e  o f  

r e s e a r c h ,  p e r s o n a l  i d e n t i f i e r s  m a y  n o t  b e  u s e d .

( S e c t i o n  4 5 3 ( j ) ,  S S A . )

A s  n o  e f f e c t i v e  d a t e  i s  p r o v i d e d ,  t h i s  a m e n d m e n t  i s  e f f e c ­

t i v e  a s  o f  t h e  d a t e  o f  e n a c t m e n t  o f  t h e  B B A .  H o w e v e r ,  a s  

d i s c u s s e d  i n  U I P L  3 7 - 9 6 ,  p a g e s  6  a n d  7 ,  t h e  e f f e c t i v e  d a t e  

o f  t h e  d i s c l o s u r e  r e q u i r e m e n t s  i n  S e c t i o n  3 0 3 ( h ) ,  S S A ,  f o r
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U C  c o n f o r m i t y  p u r p o s e s  i s  e i t h e r  O c t o b e r  1 ,  1 9 9 7 ,  o r ,  i f  t h e  

S t a t e  q u a l i f i e s  f o r  a  g r a c e  p e r i o d ,  J a n u a r y  1 ,  1 9 9 8 .

S t a t e s  w i l l  n e e d  t o  r e v i e w  t h e i r  U C  l a w s  a n d  r e g u l a t i o n s  t o  

d e t e r m i n e  i f  t h e i r  l a w s  p e r m i t  d i s c l o s u r e  i n  v i e w  o f  t h e  

a b o v e  r e q u i r e m e n t  c o n c e r n i n g  r e d i s c l o s u r e s  o f  i n f o r m a t i o n  

p r o v i d e d  t o  t h e  N a t i o n a l  D i r e c t o r y .  E a c h  S t a t e  m u s t  t a k e  

a l l  a c t i o n s  n e c e s s a r y  t o  e n s u r e  t h a t  i t  w i l l  m a k e  s u c h  

d i s c l o s u r e s  b y  t h e  e f f e c t i v e  d a t e  d i s c u s s e d  i n  t h e  p r e v i o u s  

p a r a g r a p h .

b .  S e c t i o n  5 5 3 3 .  B B A :  T e c h n i c a l  A m e n d m e n t . S e c t i o n

4 5 3 A ,  S S A ,  r e q u i r e s  e a c h  S t a t e  t o  e s t a b l i s h  a  D i r e c t o r y  o f  

N e w  H i r e s .  S e c t i o n  4 5 3 A ( g ) ( 2 ) ( B ) , S S A ,  a s  a d d e d  b y  P R W O R A ,  

s p e c i f i c a l l y  c i t e d  a  p r o v i s i o n  o f  F e d e r a l  U C  l a w :

W a g e  a n d  U n e m p l o y m e n t  C o m p e n s a t i o n  I n f o r m a t i o n . — T h e  S t a t e  

D i r e c t o r y  o f  N e w  H i r e s  s h a l l ,  o n  a  q u a r t e r l y  b a s i s ,  

f u r n i s h  t o  t h e  N a t i o n a l  D i r e c t o r y  o f  N e w  H i r e s  

e x t r a c t s  o f  t h e  r e p o r t s  r e q u i r e d  u n d e r  s e c t i o n  

3 0 3 ( a ) (6) r s S A l  t o  b e  m a d e  t o  t h e  S e c r e t a r y  o f  L a b o r  

c o n c e r n i n g  t h e  w a g e s  a n d  u n e m p l o y m e n t  c o m p e n s a t i o n  

p a i d  t o  i n d i v i d u a l s ,  b y  s u c h  d a t e s ,  i n  s u c h  f o r m a t ,  

a n d  c o n t a i n i n g  s u c h  i n f o r m a t i o n  a s  t h e  S e c r e t a r y  o f  

H e a l t h  a n d  H u m a n  S e r v i c e s  s h a l l  s p e c i f y  i n  

r e g u l a t i o n s .  [ E m p h a s i s  a d d e d . ]

S i n c e  t h e  S e c r e t a r y  o f  L a b o r  d o e s  n o t  r e q u i r e  t h e  s u b m i t t a l  

o f  d a t a  o n  i n d i v i d u a l s  u n d e r  S e c t i o n  3 0 3 ( a ) ( 6 ) ,  S S A ,  t h i s  

p r o v i s i o n  c r e a t e d  a  t e c h n i c a l  p r o b l e m .  T h e  B B A  d e l e t e d  t h e  

u n d e r s c o r e d  l a n g u a g e  a n d  s u b s t i t u t e d  " i n f o r m a t i o n . "  T h i s  

a m e n d m e n t  d o e s  n o t  a f f e c t  w h a t  i n f o r m a t i o n  m u s t  b e  p r o v i d e d  

t o  t h e  S e c r e t a r y  o f  H e a l t h  a n d  H u m a n  S e r v i c e s .  N o r  d o e s  i t  

c h a n g e  t h e  f a c t  t h a t  b o t h  t h e  F U T A  a n d  t h e  S S A  c o n t i n u e  t o  

r e q u i r e  U C  a g e n c i e s  t o  p r o v i d e  w a g e  a n d  c l a i m  i n f o r m a t i o n  t o  

t h e  S t a t e  d i r e c t o r y .  S e e  U I P L  3 7 - 9 6 .

5 .  S e c t i o n  5 4 0 1 ,  B B A :  B a s e  P e r i o d s  a n d  t h e  P e n n i n g t o n

C a s e . I n  1 9 9 4  a n d  1 9 9 7 ,  t h e  U . S .  C o u r t  o f  A p p e a l s  f o r  t h e  

S e v e n t h  C i r c u i t  i s s u e d  t w o  o p i n i o n s  i n  l i t i g a t i o n  c o m m o n l y  

k n o w n  a s  P e n n i n g t o n . 2 2  F . 3 d  1 3 7 6  ( 7 t h  C i r .  1 9 9 4 ) ,  1 1 0

F . 3 d .  5 0 2  ( 7 t h  C i r .  1 9 9 7 ) .  I n  i t s  1 9 9 4  d e c i s i o n ,  t h e  C o u r t  

d e c i d e d  t h a t  a  S t a t e ' s  b a s e  p e r i o d  w a s  n o t  a n  e l i g i b i l i t y  

r e q u i r e m e n t ,  b u t  i n s t e a d  w a s  a  " m e t h o d  o f  a d m i n i s t r a t i o n "  

u n d e r  S e c t i o n  3 0 3 ( a ) ( 1 ) ,  S S A ,  a n d ,  t h e r e f o r e ,  s u b j e c t  t o  

F e d e r a l  j u r i s d i c t i o n .  I n  i t s  1 9 9 7  d e c i s i o n ,  t h e  C o u r t  r u l e d  

t h a t  I l l i n o i s '  b a s e  p e r i o d ,  c o n s i s t i n g  o f  t h e  f i r s t  f o u r  o f  

t h e  l a s t  f i v e  c o m p l e t e d  c a l e n d a r  q u a r t e r s ,  w a s  n o t  - o n s i s -  

t e n t  w i t h  t h e  " m e t h o d s  o f  a d m i n i s t r a t i o n "  r e q u i r e m e n t .  T h i s
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w a s  b e c a u s e  t h e  e x i s t e n c e  o f  t h e  l a g  p e r i o d  b e t w e e n  t h e  b a s e  

p e r i o d  a n d  b e n e f i t  y e a r  m e a n t  s o m e  c l a i m a n t s  h a d  t o  w a i t  f o r  

t h e i r  r e c e n t  w a g e s  t o  f a l l  w i t h i n  t h e  b a s e  p e r i o d  t o  q u a l i f y  

f o r  U C .  A s  a  r e s u l t  o f  t h e s e  d e c i s i o n s ,  S t a t e s  a n t i c i p a t e d  

t h a t  t h e y  m i g h t  b e  r e q u i r e d  t o  p r o v i d e  f o r  a l t e r n a t i v e  b a s e  

p e r i o d s  t o  r e d u c e  t h e  l a g .

T h e  B B A  c l a r i f i e s  t h a t  t h e  b a s e  p e r i o d  i s  n o t  s u b j e c t  t o  t h e  

" m e t h o d s  o f  a d m i n i s t r a t i o n "  r e q u i r e m e n t .  T h e r e f o r e ,  i n  t h e  

D e p a r t m e n t ' s  v i e w ,  t h i s  l e g i s l a t i o n  f r e e s  S t a t e s  t o  d e t e r ­

m i n e  t h e i r  b a s e  p e r i o d s  w i t h o u t  r e g a r d  t o  t h e  " m e t h o d s  o f  

a d m i n i s t r a t i o n "  r e q u i r e m e n t .  S e c t i o n  5 4 0 1 ,  B B A ,  p r o v i d e s  a s  

f o l l o w s :

( a )  I n  G e n e r a l .  N o  p r o v i s i o n  o f  a  S t a t e  l a w  u n d e r  

w h i c h  t h e  b a s e  p e r i o d  f o r  s u c h  S t a t e  i s  d e f i n e d  o r  

o t h e r w i s e  d e t e r m i n e d  s h a l l ,  f o r  p u r p o s e s  o f  s e c t i o n  

3 0 3 ( a ) (1) o f  t h e  S o c i a l  S e c u r i t y  A c t  ( 4 2  U . S . C .

5 0 3 ( a )  ( 1 ) ) ,  b e  c o n s i d e r e d  a  p r o v i s i o n  f o r  a  m e t h o d  o f  

a d m i n i s t r a t i o n .

( b )  D e f i n i t i o n s .  F o r  p u r p o s e s  o f  t h i s  s e c t i o n ,  t h e  

t e r m s  " S t a t e  l a w " ,  " b a s e  p e r i o d " ,  a n d  " S t a t e "  s h a l l  h a v e  

t h e  m e a n i n g s  g i v e n  t h e m  u n d e r  s e c t i o n  2 0 5  o f  t h e  

F e d e r a l - S t a t e  E x t e n d e d  U n e m p l o y m e n t  C o m p e n s a t i o n  A c t  o f  

1 9 7 0  [ E U C A ]  ( 2 6  U . S . C .  3 3 0 4  n o t e . )

( c )  E f f e c t i v e  D a t e .  T h i s  s e c t i o n  s h a l l  a p p l y  f o r  

p u r p o s e s  o f  a n y  p e r i o d  b e g i n n i n g  b e f o r e ,  o n ,  o r  

a f t e r  t h e  d a t e  o f  t h e  e n a c t m e n t  o f  t h i s  A c t .

" S t a t e  l a w , "  a s  d e f i n e d  i n  S e c t i o n  2 0 5 ( 1 0 ) ,  E U C A ,  " m e a n s  t h e  

u n e m p l o y m e n t  c o m p e n s a t i o n  l a w  o f  t h e  S t a t e ,  a p p r o v e d  b y  t h e  

S e c r e t a r y  u n d e r  s e c t i o n  3 3 0 4 "  o f  t h e  F U T A .  " B a s e  p e r i o d , "  

a s  d e f i n e d  i n  S e c t i o n  2 0 5 ( 6 ) ,  E U C A ,  " m e a n s  t h e  b a s e  p e r i o d  

a s  d e t e r m i n e d  u n d e r  a p p l i c a b l e  S t a t e  l a w  f o r  t h e  b e n e f i t  

y e a r . "  " S t a t e , "  a s  d e f i n e d  i n  S e c t i o n  2 0 5 ( 8 ) ,  E U C A ,  

i n c l u d e s  t h e  5 0  S t a t e s ,  t h e  D i s t r i c t  o f  C o l u m b i a ,  P u e r t o  

R i c o ,  a n d  t h e  U . S .  V i r g i n  I s l a n d s .

T h i s  a m e n d m e n t  d o e s  n o t  r e q u i r e  S t a t e s  t o  a m e n d  t h e i r  l a w s .

6 .  S e c t i o n s  5 4 0 2  a n d  5 4 0 3 ,  B B A :  I n c r e a s e  i n  F e d e r a l

U n e m p l o y m e n t  A c c o u n t  ( F U A )  C e i l i n g  a n d  S p e c i a l  D i s t r i b u t i o n  

t o  S t a t e s  f r o m  t h e  U n e m p l o y m e n t  T r u s t  F u n d . S e c t i o n  9 0 3 ,  

S S A ,  p r o v i d e s  t h a t  w h e n ,  a m o n g  o t h e r  t h i n g s ,  t h r e e  a c c o u n t s  

i n  t h e  U n e m p l o y m e n t  T r u s t  F u n d  r e a c h  t h e i r  s t a t u t o r y  l i m i t s ,  

t h e  e x c e s s  a m o u n t s  w i l l  b e  t r a n s f e r r e d  t o  t h e  S t a t e s .  T h e s e  

a r e  c a l l e d  " R e e d  A c t "  d i s t r i b u t i o n s .  T h e  t h r e e  a c c o u n t s  <
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t h e  E m p l o y m e n t  S e c u r i t y  A d m i n i s t r a t i o n  A c c o u n t  ( E S A A ) , w h i c h  

p a y s  f o r  t h e  a d m i n i s t r a t i o n  o f  t h e  U C  a n d  e m p l o y m e n t  s e r v i c e  

p r o g r a m s ;  t h e  E x t e n d e d  U n e m p l o y m e n t  C o m p e n s a t i o n  A c c o u n t ,  

w h i c h  p a y s  f o r  t h e  F e d e r a l  s h a r e  o f  e x t e n d e d  b e n e f i t s ;  a n d  

t h e  F U A ,  w h i c h  p r o v i d e s  f o r  a d v a n c e s  t o  S t a t e s  f o r  t h e  

p a y m e n t  o f  U C .

a .  S e c t i o n  5 4 0 2 ,  B B A :  I n c r e a s e  i n  F U A  C e i l i n g . P r i o r  

t o  a m e n d m e n t ,  t h e  b a l a n c e  i n ' ' t h e  F U A  a s  o f  t h e  e n d  o f  a n y  

F e d e r a l  f i s c a l  y e a r  ( S e p t e m b e r  3 0 )  c o u l d  n o t  e x c e e d  0 . 2 5  

p e r c e n t  o f  t h e  t o t a l  w a g e s  s u b j e c t  t o  c o n t r i b u t i o n s  u n d e r  

a l l  S t a t e  U C  l a w s .  T h e  B B A  c h a n g e s  t h i s  m a x i m u m  b a l a n c e  t o  

0 . 5  p e r c e n t  e f f e c t i v e  O c t o b e r  1 ,  2 0 0 1 .

b .  S e c t i o n s  5 4 0 3 ,  B B A :  S p e c i a l  D i s t r i b u t i o n  t o  S t a t e s  

f r o m  t h e  U n e m p l o y m e n t  T r u s t  F u n d . T h e  B B A  a m e n d e d  S e c t i o n  

9 0 3  o f  t h e  S S A  t o  c a p  t h e  a m o u n t  o f  R e e d  A c t  t r a n s f e r s  m a d e  

w i t h  r e s p e c t  t o  t h e  F e d e r a l  f i s c a l  y e a r s  e n d i n g  m  T 9 9 9 ,

2 W 0 ~  a n d  2 0 0 1  a t  $ 1 0 0 , 0 0 0 . 0 0 0  p e r  y e a r .  E a c h  S t a t e ' s  s h a r e  

o f  t h e s e  t r a n s f e r s  w i l l  b e  b a s e d  o n  t h e  r a t i o  o f  t h e  a m o u n t  

o f  " f u n d s  t o  b e  a l l o c a t e d  t o  s u c h  S t a t e  f o r  s u c h  f i s c a l  y e a r  

p u r s u a n t  t o  t h e  b a s e  a l l o c a t i o n  f o r m u l a  u n d e r  t i t l e  I I I " ,

S S A ,  t o  " t h e  t o t a l  a m o u n t  o f  f u n d s  t o  b e  a l l o c a t e d  t o  a l l  

S t a t e s  f o r  s u c h  f i s c a l  y e a r  p u r s u a n t  t o  t h e  b a s e  a l l o c a t i o n  

f o r m u l a  u n d e r  t i t l e  I I I . "  A n y  a m o u n t s  i n  e x c e s s  o f  t h e  

$ 1 0 0 , 0 0 0 , 0 0 0  w h i c h ,  b u t  f o r  t h e  B B A  a m e n d m e n t s ,  w o u l d  h a v e  

b e e n  t r a n s f e r r e d  t o  t h e  S t a t e s  " s h a l l ,  a s  o f  t h e  b e g i n n i n g  

o f  t h e  s u c c e e d i n g  f i s c a l  y e a r ,  a c c r u e  t o  t h e  F e d e r a l  

u n e m p l o y m e n t  a c c o u n t ,  w i t h o u t  r e g a r d "  t o  i t s  s t a t u t o r y  

l i m i t .

R e e d  A c t  m o n e y s  t r a n s f e r r e d  w i t h  r e s p e c t  t o  t h e s e  f i s c a l  

y e a r s  m a y  b e  u s e d  " o n l y  t o  p a v  e x p e n s e s  i n c u r r e d  t v  f t h e  

S t a t e ]  f o r  t h e  a d m i n i s t r a t i o n  o f  i t s "  U C  l a w . U n l i k e  

p r e v i o u s  R e e d  A c t  t r a n s f e r s ,  S t a t e s  a r e  p r o h i b i t e d  f r o m  

u s i n g  t h e  a m o u n t s  t r a n s f e r r e d  w i t h  r e s p e c t  t o  t h e s e _Jrh.ree. 

y e a r s  f o r ^ t h e  p a v m e n t ~ ~ o f  U C  o r S t h e  a d m i n i s t r a t i o n  o f  S t a t e  

p u b l i c  e m p l o y m e n t  o f f i c e s . H o w e v e r ,  a m o n g  o t h e r  u s e s ,

S t a t e s  m a y ,  a s  i n  t h e  p a s t ,  u s e  t h e s e  R e e d  A c t  m o n e y s  f o r  

p u r c h a s i n g  r e a l  p r o p e r t y  f o r  U C  p u r p o s e s .  T h e s e  p u r c h a s e s  

c o u l d  b e  a m o r t i z e d  a g a i n s t  U C  g r a n t  f u n d s  c o n s i s t e n t  w i t h  

t h e  U C  g r a n t  a g r e e m e n t .

F i n a l l y ,  t h e  r e s t r i c t i o n s  a p p l i c a b l e  t o  R e e d  A c t  t r a n s f e r s  

i n  S e c t i o n  9 0 3 ( c ) ( 2 ) ,  S S A ,  a r e  n o t  a p p l i c a b l e  t o  t h e  

t r a n s f e r s  m a d e  w i t h  r e s p e c t  t o  f i s c a l  y e a r s  1 9 9 9 ,  2 0 0 0  a n d  

2 0 0 1 .  T h i s  m e a n s  t h e  a m o u n t s  t r a n s f e r r e d  t o  t h e  S t a t e s  m a y ­

b e  u s e d  w i t h o u t  o b t a i n i n g  a n  a p p r o p r i a t i o n  f r o m  t h e  S t a t e ' s  

l e g i s l a t i v e  b o d y .
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S t a t e  U C  l a w s  u s u a l l y  c o n t a i n  p r o v i s i o n s  a d d r e s s i n g  t h e  u s e  

o f  R e e d  A c t  m o n e y s  t r a n s f e r r e d  u n d e r  S e c t i o n  9 0 3 ,  S S A .

T h e s e  l a w s  u s u a l l y  m i r r o r  t h e  r e q u i r e m e n t s  o f  S e c t i o n  

9 0 3 ( c ) ( 2 ) ,  S S A ,  i n c l u d i n g  a  r e q u i r e m e n t  t h a t  t h e  m o n e y s  b e  ^  

u s e d  f o r  t h e  p a y m e n t  o f  U C  u n l e s s  a p p r o p r i a t e d  b y  c u e  

l e g i s l a t i v e  b o d y .  S t a t e s  m u s t  a m e n d  t h e s e  p r o v i s i o n s  t o  

p r o h i b i t  t h e  u s e  o f  t r a n s f e r s  m a d e  w i t h  r e s p e c t  t o  f i s c a l  

y e a r s  1 9 9 9 ,  2 0 0 0 ,  a n d  2 0 0 1  f o r  t h e  p a y m e n t  o f  U C .  S t a t e s  

m a y  f u r t h e r  a m e n d  t h e s e  p r o v i s i o n s  t o  a u t h o r i z e  u s e  f o r  

a d m i n i s t r a t i v e  p u r p o s e s  w i t h o u t  a  s p e c i f i c  a p p r o p r i a t i o n  

f r o m  t h e  S t a t e  l e g i s l a t u r e .  N o t h i n g  p r o h i b i t s  a  S t a t e  

l e g i s l a t u r e  f r o m  a p p r o p r i a t i n g  s u c h  m o n e y  o r  f r o m  a t t a c h i n g  

c o n d i t i o n s  t o  t h e  u s e  o f  s u c h  m o n e y ,  p r o v i d e d  t h e  m o n e y  i s  

u s e d  f o r  U C  a d m i n i s t r a t i o n .

1
D r a f t  l a n g u a g e  f o r  S t a t e  R e e d  A c t  p r o v i s i o n s  w a s  p r o v i d e d  i n  

U I P L  1 2 - 9 1 .  W e  r e c o m m e n d  t h a t ,  u s i n g  t h a t  l a n g u a g e  a s  a  

b a s i s ,  S t a t e s  i n s e r t  t h e  f o l l o w i n g  l a n g u a g e  i n  S t a t e  l a w :

( 4 )  N o t w i t h s t a n d i n g  p a r a g r a p h  ( 1 ) ,  m o n e y s  c r e d i t e d  w i t h  

r e s p e c t  t o  F e d e r a l  f i s c a l  y e a r s  1 9 9 9 ,  2 0 0 0  a n d  2 0 0 1 ,  

o h a l l  b e  u s e d  s o l e l y  f o r  t h e  a d m i n i s t r a t i o n  o f  t h e  U C  

p r o g r a m  a n d  a r e  n o t  s u b j e c t  t o  a p p r o p r i a t i o n  b y  t h e  

l e g i s l a t u r e . [ E m p h a s i s  a d d e d . ]

T h e  u n d e r s c o r e d  l a n g u a g e  i s  n e c e s s a r y  o n l y  i f  t h e  S t a t e  

c h o o s e s  t o  a v o i d  t h e  a p p r o p r i a t i o n  p r o c e s s .  A s  a n  

a l t e r n a t i v e ,  a  S t a t e  c o u l d  a p p r o p r i a t e  t h e  m o n e y s  w i t h o u t  

s u b j e c t i n g  t h e m  t o  t h e  v a r i o u s  r e s t r i c t i o n s  f o u n d  i n  S e c t i o n  

9 0 1 ( c ) ( 3 ) ,  S S A .  ( F o r  e x a m p l e ,  u n d e r  S e c t i o n  9 0 1 ( c ) ( 2 ) ,  S S A ,  

R e e d  A c t  m o n e y s  m a y  b e  u s e d  o n l y  f o r  e x p e n s e s  i n c u r r e d  a f t e r  

t h e  d a t e  o f  e n a c t m e n t  o f  t h e  S t a t e  a p p r o p r i a t i o n . )  I n  t h i s  

c a s e ,  t h e  f o l l o w i n g  l a n g u a g e  i s  r e c o m m e n d e d :

( 4 )  N o t w i t h s t a n d i n g  p a r a g r a p h  ( 1 ) ,  m o n e y  c r e d i t e d  w i t h  

r e s p e c t  t o  F e d e r a l  f i s c a l  y e a r s  1 9 9 9 ,  2 0 0 0  a n d  2 0 0 1 ,  

s h a l l  b e  u s e d  s o l e l y  f o r  t h e  a d m i n i s t r a t i o n  o f  t h e  U C  

p r o g r a m ,  a n d  s u c h  m o n e y  s h a l l  n o t  o t h e r w i s e  b e  s u b j e c t  

t o  t h e  r e q u i r e m e n t s  o f  p a r a g r a p h  ( 1 )  w h e n  a p p r o p r i a t e d  

b y  t h e  l e g i s l a t u r e .

^c. R e a s o n s  f o r  C h a n g e . T h e  H o u s e  R e p o r t  d e s c r i b e s  t h e  

r e a s o r r - f - Q ^ — i n o - r e a s i n g  t h e  _ E U A  c e i l i n g  a n d  p r o v i d i n g  f o r  t h e  

s p e c i a l  t r a n s f e r s :

T h i s  p r o v i s i o n  h a s  t w o  m a i n  e f f e c t s :  ( 1 )  r a i s i n g

t h e  c e i l i n g  i n  t h e  F e d e r a l  U n e m p l o y m e n t  A c c o u n t  

w h o l e  [ s i c ]  l i m i t i n g  R e e d  A c t  t r a n s f e r s  a l l o w s  f o r  

f u r t h e r  b u i l d u p  o f  f u n d s  p e n d i n g  a  f u t u r e  r e c e s s i o n
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r e q u i r i n g  i n c r e a s e d  a d m i n i s t r a t i v e  r e s o u r c e s ;  a n d

( 2 )  a l l o w i n g  $ 1 0 0  m i l l i o n  i n  R e e d  A c t  t r a n s f e r s  w i l l  

a s s i s t  S t a t e s  i n  t h e  a d m i n i s t r a t i o n  o f  t h e i r  U l  

p r o g r a m s .  ( H .  R e p .  N o .  1 0 5 - 1 4 9 ,  1 0 4 t h  C o n g .  1 s t  

S e s s .  1 0 6  ( 1 9 9 7 ) . )

7 .  S e c t i o n  5 4 0 4 .  B B A :  I n t e r e s t - F r e e  A d v a n c e s  f r o m  t h e

U n e m p l o y m e n t  T r u s t  F u n d . U n d e r  S e c t i o n  1 2 0 2 ( b ) ( 2 ) ,  S S A ,  

a d v a n c e s  m a d e  f r o m  t h e  F U A  d u r i n g  a  c a l e n d a r  y e a r  a r e  

i n t e r e s t  f r e e  i f  t h e  f o l l o w i n g  c o n d i t i o n s  a r e  m e t :

o  T h e  a d v a n c e  i s  r e p a i d  i n  f u l l  b e f o r e  t h e  c l o s e  o f

S e p t e m b e r  3 0  o f  t h e  c a l e n d a r  y e a r  i n  w h i c h  t h e

a d v a n c e s  w e r e  m a d e ,  a n d

o  F o l l o w i n g  t h i s  r e p a y m e n t ,  n o  o t h e r  a d v a n c e  

w a s  m a d e  t o  t h e  S t a t e  d u r i n g  t h e  c a l e n d a r  

y e a r .

T h e  B B A  a d d s  a  t h i r d  c o n d i t i o n  t o  S e c t i o n  1 2 0 2 ( b ) ( 2 ) .

S t a t e s  m u s t  n o w  m e e t  " f u n d i n g  g o a l s ,  e s t a b l i s h e d  u n d e r  

r e g u l a t i o n s  i s s u e d  b y  t h e  S e c r e t a r y  o f  L a b o r ,  r e l a t i n g  t o  

t h e  a c c o u n t s  o f  t h e  S t a t e s  i n  t h e  U n e m p l o y m e n t  T r u s t  F u n d . " 

T h e  a m e n d m e n t  a p p l i e s  t o  c a l e n d a r  y e a r s  b e g i n n i n g  a f t e r  t h e  

d a t e  o f  e n a c t m e n t  o f  t h e  B B A .  T h e  D e p a r t m e n t  i s  c o m m e n c i n g

w o r k  o n  t h e  r e q u i r e d  r e g u l a t i o n s .

A c c o r d i n g  t o  t h e  H o u s e  C o m m i t t e e  r e p o r t ,  t h i s  a m e n d m e n t  i s  

i n c e n d e d  t o  e n c o u r a g e  s o l v e n c y  o f  S t a t e  u n e m p l o y m e n t  f u n d s :

S h o u l d  a  S t a t e  a c c o u n t  b e c o m e  i n s o l v e n t  d u r i n g  a n  

e c o n o m i c  d o w n t u r n ,  a d v e r s e  c o n d i t i o n s  c a n  r e s u l t  f o r  

t h e  S t a t e  a n d  i t s  e m p l o y e r s .  B o r r o w i n g  F e d e r a l  

f u n d s  i m p o s e s  a  c o s t  o n  t h e  S t a t e  a t  a  t i m e  w h e n  i t  

m a y  f a c e  o t h e r  f i n a n c i a l  d i f f i c u l t i e s .  T h e  S t a t e  

m a y  r e a c t  b y  r a i s i n g  t a x e s  o n  i t s  e m p l o y e r s ,  t h e r e b y  

d i s c o u r a g i n g  e c o n o m i c  a c t i v i t y  d u r i n g  a  p e r i o d  w h e n  

i t s  e c o n o m y  i s  a l r e a d y  i n  d e c l i n e .  . . . T h e  

p r o v i s i o n  v’o u l d  e n c o u r a g e  S t a t e s  t o  m a i n t a i n  

s u f f i c i e n t  u n e m p l o y m e n t  t r u s t  f u n d  b a l a n c e s  t o  c o v e r  

t h e  n e e d s  o f  u n e m p l o y e d  w o r k e r s  i n  t h e  e v e n t  o f  a  

r e c e s s i o n .  ( H .  R e p .  N o .  1 0 5 - 1 4 9 ,  1 0 4 t h  C o n g .  1 s t  

S e s s .  1 0 8  ( 1 9 9 7 ) . )

8 .  S e c t i o n s  5 4 0 5  a n d  5 4 0 7 .  B B A :  E l e c t i o n  W o r k e r s  a n d

E m p l o y e e s  o f  S c h o o l s  O p e r a t e d  P r i m a r i l y  f o r  R e l i g i o u s

P u r p o s e s . S e c t i o n  3 3 0 4 ( a ) ( 6 ) ( A ) ,  F U T A ,  r e q u i r e s ,  a s  a  

c o n d i t i o n  f o r  e m p l o y e r s  i n  a  S t a t e  t o  r e c e i v e  c r e d i t  a g a i n s t
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t h e  F e d e r a l  u n e m p l o y m e n t  t a x ,  t h a t  U C  b e  p a y a b l e  b a s e d  o n  

s e r v i c e s  p e r f o r m e d  f o r  S t a t e  a n d  l o c a l  g o v e r n m e n t a l  

e n t i t i e s ,  t h e i r  i n s t r u m e n t a l i t i e s ,  a n d  c e r t a i n  n o n p r o f i t  

o r g a n i z a t i o n s .  T h e  B B A  a m e n d e d  F U T A  t o  p r o v i d e  f o r  t w o  n e w  

e x c e p t i o n s  t o  t h i s  r e q u i r e d  c o v e r a g e .

S e c t i o n  5 4 0 5  o f  t h e  B B A  a d d e d  n e w  s u b p a r a g r a p h  ( F )  t o  

S e c t i o n  3 3 0 9 ( b ) ( 3 ) ,  F U T A ,  t o  p e r m i t  S t a t e s  t o  e x c l u d e  

. c e r v i c e s  p e r f o r m e d :

a s  a n  e l e c t i o n  o f f i c i a l  o r  e l e c t i o n  w o r k e r  i f  t h e  

a m o u n t  o f  r e m u n e r a t i o n  r e c e i v e d  b y  t h e  i n d i v i d u a l  

d u r i n g  t h e  c a l e n d a r  y e a r  f o r  s e r v i c e s  a s  a n  e l e c t i o n  

o f f i c i a l  o r  e l e c t i o n  w o r k e r  i s  l e s s  t h a n  $ 1 , 0 0 0 .

S e c t i o n  5 4 0 7  o f  t h e  B B A  a d d e d  n e w  s u b p a r a g r a p h  ( C )  t o  

S e c t i o n  3 3 0 9 ( b ) (1) t o  p e r m i t  S t a t e s  t o  e x c l u d e  s e r v i c e s  

. p e r f o r m e d  f o r :

( C )  a n  e l e m e n t a r y  o r  s e c o n d a r y  s c h o o l  w h i c h  i s  

o p e r a t e d  p r i m a r i l y  f o r  r e l i g i o u s  p u r p o s e s ,  w h i c h  i s  

d e s c r i b e d  i n  s e c t i o n  5 0 1 ( c ) ( 3 ) ,  a n d  w h i c h  i s  e x e m p t  

f r o m  t a x  u n d e r  s e c t i o n  5 0 1 ( a ) .

S t a t e s  w e r e  n o t  p r e v i o u s l y  p e r m i t t e d  t o  e x c l u d e  s e r v i c e s  

p e r f o r m e d  f o r  a  r e l i g i o u s l y - o r i e n t e d  s c h o o l  f r o m  c o v e r a g e  

w h e r e  t h e  s c h o o l  w a s  n o t  o p e r a t e d ,  s u p e r v i s e d ,  c o n t r o l l e d ,  

o r  p r i n c i p a l l y  s u p p o r t e d  b y  a  c h u r c h  o r  c o n v e n t i o n  o r  

a s s o c i a t i o n  o f  c h u r c h e s .  S e e  U I P L  2 8 - 8 7 .  S i n c e  t h e  n e w  

e x c l u s i o n  i s  l i m i t e d  t o  e l e m e n t a r y  a n d  s e c o n d a r y  s c h o o l s ,  

s e r v i c e s  p e r f o r m e d  b y  e m p l o y e e s  o f  o t h e r  n o n a f f i l i a t e d  

r e l i g i o u s l y - o r i e n t e d  e n t i t i e s  a r e  s t i l l  r e q u i r e d  t o  b e  

c o v e r e d .  ( F o r  e x a m p l e ,  d a y - c a r e  c e n t e r s ,  p o s t - s e c o n d a r y  

s c h o o l s  o r  c e m e t e r y  a s s o c i a t i o n s . )  B o t h  e x c l u s i o n s  " a p p l y  

w i t h  r e s p e c t  t o  s e r v i c e  p e r f o r m e d  a f t e r  t h e  d a t e  o f  t h e  

e n a c t m e n t  o f "  t h e  B B A .  W i t h  r e s p e c t  t o  e l e c t i o n  w o r k e r s ,  

t h i s  m e a n s  t h a t ,  i f  t h e  i n d i v i d u a l  e a r n e d  l e s s  t h a n  $ 1 , 0 0 0  

i n  c a l e n d a r  y e a r  1 9 9 7 ,  t h e  s e r v i c e s  a r e  n o t  r e q u i r e d  t o  b e  

c o v e r e d  a f t ^ r  A u g u s t  6 ,  1 9 9 7 .

S t a t e s  a r e  n o t  r e q u i r e d  t o  e x c l u d e  t h e s e  s e r v i c e s .  T h e  

D e p a r t m e n t  r e c o m m e n d s  t h a t  S t a t e s  c h o o s i n g  t o  d o  s o  f o l l o w  

t h e  l a n g u a g e  i n  F e d e r a l  l a w  v e r b a t i m .  H o w e v e r ,  t h e  l a n g u a g e  

f o l l o w i n g  " r e l i g i o u s  p u r p o s e s "  i n  s u b p a r a g r a p h  ( C )  o f  

S e c t i o n  3 3 0 9 ( b ) (1) m a y  b e  o m i t t e d  i f ,  a s  i s  c o m m o n l y  t h e  

c a s e ,  S t a t e  l a w  p r o v i s i o n s  r e l a t i n g  t o  c o v e r a g e  o f  n o n p r o f i t  

o r g a n i z a t i o n s  a r e  a l r e a d y  l i m i t e d  t o  t h o s e  o r g a n i z a t i o n s  

d e s c r i b e d  i n  S e c t i o n  5 0 1 ( c ) ( 3 ) ,  I R C ,  w h i c h  a r e  e x e m p t  f r o m  

t a x  u n d e r  S e c t i o n  5 0 1 ( a ) ,  I R C .
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9 .  S e c t i o n  5 4 0 6 .  B B A :  C o v e r a g e  o f  S e r v i c e s  P e r f o r m e d  b y

I n m a t e s . T h e  B B A  a d d e d  a n  e x c l u s i o n  t o  t h e  d e f i n i t i o n  o f  

e m p l o y m e n t  i n  S e c t i o n  3 3 0 6 ( c ) ,  F U T A ,  f o r :

( 2 1 )  s e r v i c e  p e r f o r m e d  b y  a  p e r s o n  c o m m i t t e d  t o  a  p e n a l  

i n s t i t u t i o n .

T h i s  e x c l u s i o n  a p p l i e s  o n l y  f o r  p u r p o s e s  o f  t h e  F U T A  t a x .  

H o w e v e r ,  a s  a  r e s u l t  o f  t h i s  n e w  e x c l u s i o n ,  S t a t e s  m a y  e l e c t  

t o  a m e n d  t h e i r  l a w s  t o  e x c l u d e  t h e s e  s e r v i c e s  w i t h o u t  t h e  

e m p l o y e r s  f o r  w h o m  t h e  s e r v i c e s  a r e  p e r f o r m e d  l o s i n g  c r e d i t  

a g a i n s t  t h e  F U T A  t a x .

T h e  e f f e c t i v e  d a t e  o f  t h i s  a m e n d m e n t  a p p l i e s  " w i t h  r e s p e c t  

t o  s e r v i c e  p e r f o r m e d  a f t e r  J a n u a r y  1 ,  1 9 9 4 . "  S h o u l d  S t a t e  

l a w  b e  a m e n d e d  r e t r o a c t i v e l y ,  a m o u n t s  p r e v i o u s l y  p a i d  i n t o  

t h e  S t a t e ' s  u n e m p l o y m e n t  f u n d  w i t h  r e s p e c t  t o  t h e s e  s e r v i c e s  

u n d e r  t h e  S t a t e  l a w  i n  e f f e c t  a t  t h a t  t i m e  m a y  n o t  b e  

r e f u n d e d  t o  e m p l o y e r s .  T h i s  p r o h i b i t i o n  i s  e x p l a i n e d  i n  

U I P L  1 1 - 9 2 .

1 0 .  S e c t i o n  5 6 0 8 ,  B B A :  S t a t e  P r o g r a m  I n t e g r i t y  A c t i v i t i e s

f o r  U n e m p l o y m e n t  C o m p e n s a t i o n . S e c t i o n  9 0 1 ( c ) ( 1 ) ( A ) ,  S S A ,  

a u t h o r i z e s  a p p r o p r i a t i o n s  f r o m  t h e  E S A A  f o r  a s s i s t i n g  S t a t e s  

i n  t h e  a d m i n i s t r a t i o n  o f  t h e i r  U C  l a w s .  ( H e n c e f o r t h ,  t h e s e  

a m o u n t s  w i l l  b e  c a l l e d  t h e  " r e g u l a r "  g r a n t . )  T h e  B B A  

a m e n d e d  t h i s  s e c t i o n  t o  c r e a t e  a  s p e c i a l  a u t h o r i z a t i o n  f o r  

S t a t e  p r o g r a m  i n t e g r i t y  a c t i v i t i e s .  S p e c i f i c a l l y ,  a  n e w  

p a r a g r a p h  w a s  a d d e d  t o  S e c t i o n  9 0 1 ( c ) :

( 5 ) ( A )  T h e r e  a r e  a u t h o r i z e d  t o  b e  a p p r o p r i a t e d  o u t  

o f  t h e  e m p l o y m e n t  s e c u r i t y  a d m i n i s t r a t i o n  a c c o u n t  t o  

c a r r y  o u t  p r o g r a m  i n t e g r i t y  a c t i v i t i e s ,  i n  a d d i t i o n  

t o  a n y  a m o u n t s  a v a i l a b l e  u n d e r  p a r a g r a p h  ( 1 ) ( A ) ( i ) —

( i )  $ 8 9 , 0 0 0 , 0 0 0  f o r  f i s c a l  y e a r  1 9 9 8 ;

( i i )  $ 9 1 , 0 0 0 , 0 0 0  f o r  f i s c a l  y e a r  1 9 9 9 ;

( i i i )  $ 9 3 , 0 0 0 , 0 0 0  f o r  f i s c a l  y e a r  2 0 0 0 ;

( i v )  $ 9 6 , 0 0 0 , 0 0 0  f o r  f i s c a l  y e a r  2 0 0 1 ;  a n d

( v )  $ 9 8 , 0 0 0 , 0 0 0  f o r  f i s c a l  y e a r  2 0 0 2 .

( B )  I n  a n y  f i s c a l  y e a r  i n  w h i c h  a  S t a t e  r e c e i v e s  

f u n d s  a p p r o p r i a t e d  p u r s u a n t  t o  t h i s  p a r a g r a p h ,  t h e  S t a t e  

s h a l l  e x p e n d  a  p r o p o r t i o n  o f  t h e  f u n d s  a p p r o p r i a t e d  

p u r s u a n t  t o  p a r a g r a p h  ( 1 ) ( A ) ( i )  t o  c a r r y  o u t  p r o g r a m  

i n t e g r i t y  a c t i v i t i e s  t h a t  i s  n o t  l e s s  t h a n  t h e  

p r o p o r t i o n  o f  t h e  f u n d s  a p p r o p r i a t e d  u n d e r  s u c h  

p a r a g r a p h  t h a t  w a s  e x p e n d e d  b y  t h e  S t a t e  t o  c a r r y  o u t  

p r o g r a m  i n t e g r i t y  a c t i v i t i e s  i n  f i s c a l  y e a r  1 9 9 7 .

( C )  F o r  p u r p o s e s  o f  t h i s  p a r a g r a p h ,  t h e  t e r m  

" p r o g r a m  i n t e g r i t y  a c t i v i t i e s "  m e a n s  i n i t i a l  c l a i m s
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r e v i e w  a c t i v i t i e s ,  e l i g i b i l i t y  r e v i e w  a c t i v i t i e s ,  

b e n e f i t  p a y m e n t s  c o n t r o l  a c t i v i t i e s ,  a n d  e m p l o y e r  

l i a b i l i t y  a u d i t i n g  a c t i v i t i e s .

T h i s  a m e n d m e n t  m e r e l y  a u t h o r i z e s  a m o u n t s  f o r  a p p r o p r i a t i o n  

f o r  i n t e g r i t y  p u r p o s e s ;  C c n g r e s s  m u s t  s t i l l  a p p r o p r i a t e  t h e  

a m o u n t s .  I f  a n d  w h e n  " i n t e g r i t y "  m o n e y s  a r e  r e c e i v e d  b y  t h e  

S t a t e s ,  t h e i r  u s e  i c ^ l i m i t e d  t o  t h e  i n t e g r i t y  a c t i v i t i e s  

d e s c r i b e d  i n  9 0 1 ( c ) ( 5 ) ( C ) ,  S S A .

S i n c e  S e c t i o n  9 0 1 ( c ) ( 5 ) ( B ) ,  S S A ,  p r o v i d e s  t h a t  t h e  S t a t e  

m u s t  e x p e n d  t h e  s a m e  p r o p o r t i o n  o f  " r e g u l a r "  g r a n t e d  f u n d s  

o n  i n t e g r i t y  a c t i v i t i e s  a s  w a s  e x p e n d e d  i n  f i s c a l  y e a r  1 9 9 7 ,  

S t a t e s  m a y  n o t  u s e  t h e s e  i n t e g r i t y  m o n e y s  t o  r e d u c e  

i n t e g r i t y  c o s t s  t o  t h e  " r e g u l a r "  g r a n t  a s  d e t e r m i n e d  b y  

f i s c a l  y e a r  1 9 9 7  e x p e n d i t u r e s .

1 1 .  S e c t i o n  2 2 1 ,  T P R A :  E m p l o y e r - P r o v i d e d  E d u c a t i o n a l

A s s i s t a n c e . S e c t i o n  3 3 0 6 ( b ) ( 1 3 ) ,  F U T A ,  e x c l u d e s  f r o m  t h e  

d e f i n i t i o n  o f  w a g e s  " a n y  p a y m e n t  m a d e ,  o r  b e n e f i t  f u r n i s h e d ,  

t o  o r  f o r  t h e  b e n e f i t  o f  a n  e m p l o y e e  i f  a t  t h e  t i m e  o f  s u c h  

p a y m e n t  o r  s u c h  f u r n i s h i n g  i t  i s  r e a s o n a b l e  t o  b e l i e v e  t h a t  

t h e  e m p l o y e e  w i l l  b e  a b l e  t o  e x c l u d e  s u c h  p a y m e n t  o r  b e n e f i t  

f r o m  i n c o m e  u n d e r  s e c t i o n  1 2 7  . . . " o f  t h e  I R C .  S e c t i o n  

1 2 7 ,  I R C ,  e x c l u d e s  f r o m  g r o s s  i n c o m e  o f  t h e  e m p l o y e e  c e r t a i n  

a m o u n t s  p a i d ,  o r  e x p e n s e s  i n c u r r e d ,  u p  t o  $ 5 , 2 5 0  i n  a  

c a l e n d a r  y e a r ,  b y  t h e  e m p l o y e r  f o r  e d u c a t i o n a l  a s s i s t a n c e  t o  

t h e  e m p l o y e e .  S e c t i o n  1 2 7  d i d  n o t  a p p l y  t o  t a x a b l e  y e a r s  

b e g i n n i n g  a f t e r  M a y  3 1 ,  1 9 9 7 .  I n  t h e  c a s e  o f  t a x  y e a r  1 9 9 7 ,  

o n l y  e x p e n s e s  p a i d  w i t h  r e s p e c t  t o  c o u r s e s  b e g i n n i n g  b e f o r e  

J u l y  1 ,  1 9 9 7 ,  c o u l d  b e  t a k e n  i n t o  a c c o u n t .

T h e  T P R A  e x t e n d s  t h i s  e x c l u s i o n .  I t  n o w  a p p l i e s  t o  e x p e n s e s  

p a i d  w i t h  r e s p e c t  t o  c o u r s e s  b e g i n n i n g  t h r o u g h  M a y  3 1 ,  2 0 0 0 .  

T h e  a m e n d m e n t  a p p l i e s  t o  t a x a b l e  y e a r s  b e g i n n i n g  a f t e r  

D e c e m b e r  3 1 ,  1 9 9 6 .  T h e  I R S  i s  r e s p o n s i b l e  f o r  a d m i n i s t e r i n g  

t h i s  p r o v i s i o n .

1 2 .  S e c t i o n  9 2 1 ,  T P R A :  S e c u r i t i e s  B r o k e r s . F o r  p u r p o s e s

o f  d e t e r m i n i n g  w h e t h e r  a n  i n d i v i d u a l  i s  a n  " e m p l o y e e , "

S e c t i o n  3 3 0 6 ( i ) ,  F U T A ,  r e f e r e n c e s  S e c t i o n  3 1 2 1 ( d ) ,  I R C .

T h a t  s e c t i o n  p r o v i d e s  t h a t ,  a m o n g  o t h e r  t h i n g s ,  a n  

" e m p l o y e e "  i s  " a n y  i n d i v i d u a l  w h o ,  u n d e r  t h e  u s u a l  c o m m o n  

l a w  r u l e s  a p p l i c a b l e  i n  d e t e r m i n i n g  t h e  e m p l o y e r - e m p l o y e e  

r e l a t i o n s h i p ,  h a s  t h e  s t a t u s  o f  e m p l o y e e . "

T h e  T P R A  p r o v i d e s  a  c l a r i f i c a t i o n  c o n c e r n i n g  t h e  e m p l o y m e n t  

t a x  s t a t u s  o f  r e g i s t e r e d  r e p r e s e n t a t i v e s  o f  a  s e c u r i t i e s  

b r o k e r - d e a l e r .  I t  p r o v i d e s  t h a t  " n o  w e i g h t  s h a l l  b e  g i v e n
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t o  i n s t r u c t i o n s  f r o m  t h e  s e r v i c e  r e c i p i e n t  w h i c h  a r e  i m p o s e d  

o n l y  i n  c o m p l i a n c e  w i t h  i n v e s t o r  p r o t e c t i o n  s t a n d a r d s  

i m p o s e d  b y  t h e  F e d e r a l  G o v e r n m e n t ,  a n y  S t a t e  g o v e r n m e n t ,  o r  

a  g o v e r n i n g  b o d y  p u r s u a n t  t o  a  d e l e g a t i o n  b y  a  F e d e r a l  o r  

S t a t e  a g e n c y . " T h e  I R S  i s  r e s p o n s i b l e  f o r  a d m i n i s t e r i n g  

t h i s  p r o v i s i o n .

T h e  p r o v i s i o n  i s  e f f e c t i v e  f o r  " s e r v i c e s  p e r f o r m e d  a f t e r  

D e c e m b e r  3 1 ,  1 9 9 7 . "

1 3  . S e c t i o n  1 0 2 4 ,  T P R A :  C o n t i n u o u s  L e v y  o n  P a y m e n t s  _>f U C .

F e d e r a l  U C  l a w  p r o v i d e s  t h a t  p a y m e n t s  o f  U C  m a y  n o t  b e  s u b ­

j e c t e d  t o  l e v y .  S e e  U I P L  4 5 - 8 9 .  ( A  l e v y  i s  t h e  s e i z u r e  o f  

a  p e r s o n ' s  p r o p e r t y  o r  r i g h t s  t o  p r o p e r t y  t o  p a y  a  d e b t . )  

A l t h o u g h  t h e  T F R A  d i d  n o t  a m e n d  t h e s e  U C  p r o v i s i o n s ,  i t  

a u t h o r i z e d  t h e  I R S  t o  i m p o s e  a  c o n t i n u o u s  l e v y  o n  c e r t a i n  

p a y m e n t s ,  i n c l u d i n g  U C ,  u n t i l  t h e  l e v y  i s  r e l e a s e d .  T h i s  

c o n t i n u o u s  l e v y  m a y  b e  i m p o s e d  o n  a n y  i n d i v i d u a l  w h o  i s  

l i a b l e  f o r  a n  i n t e r n a l  r e v e n u e  t a x  a n d  w h o  d o e s  n o t  p a y  s u c h  

t a x  w i t h i n  1 0  d a y s  o f  n o t i c e  a n d  d e m a n d  b y  t h e  I R S .  

S p e c i f i c a l l y ,  t h e  T P R A  a d d e d  n e w  s u b s e c t i o n  ( h )  t o  S e c t i o n  

6 3 3 1 ,  I R C —

( 1 )  I n  G e n e r a l . - - T h e  e f f e c t  o f  a  l e v y  o n  s p e c i f i e d  

p a y m e n t s  t o  o r  r e c e i v e d  b y  a  t a x p a y e r  s h a l l  b e  

c o n t i n u o u s  f r o m  t h e  d a t e  s u c h  l e v y  i s  f i r s t  m a d e  

u n t i l  s u c h  l e v y  i s  r e l e a s e d .  N o t w i t h s t a n d i n g  

s e c t i o n  6 3 3 4 ,  s u c h  c o n t i n u o u s  l e v y  s h a l l  a t t a c h  t o  

u p  t o  1 5  p e r c e n t  o f  a n y  s p e c i f i e d  p a y m e n t  d u e  t o  t h e  

t a x p a y e r .

( 2 )  S p e c i f i e d  P a y m e n t . - - F o r  t h e  p u r p o s e s  o f  p a r a g r a p h  

( 1 ) ,  t h e  t e r m  " s p e c i f i e d  p a y m e n t "  m e a n s  —

( A )  a n y  F e d e r a l  p a y m e n t  o t h e r  t h a n  a  p a y m e n t  f o r  

w h i c h  e l i g i b i l i t y  i s  b a s e d  o n  t h e  i n c o m e  o r  a s s e t s  

( o r  b o t h )  o f  a  p a y e e ,

( B )  a n y  p a y m e n t  d e s c r i b e d  i n  p a r a g r a p h  (4)

[ p e r t a i n i n g  t o  u n e m p l o y m e n t  b e n e f i t s ] ,  ( 7 )  [ w o r k e r s  

c o m p e n s a t i o n ] ,  ( 9 )  [ w a g e s ,  s a l a r y  a n d  o t h e r  i n c o m e ] ,  

o r  ( 1 1 )  [ c e r t a i n  p u b l i c  a s s i s t a n c e ]  o f  s e c t i o n  

6 3 3 4 ( a ) ,  a n d

( C )  a n y  a n n u i t y  o r  p e n s i o n  p a y m e n t  u n d e r  t h e  

R a i l r o a d  R e t i r e m e n t  A c t  o r  b e n e f i t  u n d e r  t h e  

R a i l r o a d  U n e m p l o y m e n t  I n s u r a n c e  A c t .

U n d e r  n e w  S e c t i o n  6 3 3 1 ( h )  ( 2 )  (C) , a n y  p a y m e n t  d e s c r i b e d  i n  

p a r a g r a p h  ( 4 )  o f  S e c t i o n  6 3 3 4 ( a ) ,  I R C ,  m a y  b e  c o n t i n u o u s l y  

l e v i e d  u p  t o  1 5  p e r c e n t .  P a r a g r a p h  ( 4 )  a p p l i e s  t o  a n y  

" a m o u n t  p a y a b l e  t o  a n  i n d i v i d u a l  w i t h  r e s p e c t  t o  h i s  

u n e m p l o y m e n t  ( i n c l u d i n g  a n y  p o r t i o n  t h e r e o f  p a y a b l e  w i t h
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r e s p e c t  t o  d e p e n d e n t s )  u n d e r  a n  u n e m p lo y m e n t  c o m p e n s a t i o n  
l a w  o f  t h e  U n i t e d  S t a t e s ,  o r  a n y  S t a t e ,  o r  o f  t h e  D i s t r i c t  
o f  C o lu m b ia  o r  o f  t h e  C o m m o n w e a lth  o f  P u e r t o  R i c o . "  U n d e r  
t h i s  a u t h o r i t y ,  t h e  IR S  m ay  l e v y  a n y  p a y m e n t  u n d e r  S t a t e  o r  
F e d e r a l  UC la w , i n c l u d i n g  p a y m e n t s  u n d e r  t h e  UC f o r  F e d e r a l  
e m p l o y e e s  (UCFE) , UC f o r  E x - s e r v i c e m e m b e r s  (UCX) a n d  t h e  
D i s a s t e r  U n e m p lo y m e n t A s s i s t a n c e  (DUA) p r o g r a m s  a s  w e l l  a s  
t r a d e  r e a d j u s t m e n t  a l l o w a n c e s  (TRA) u n d e r  t h e  T r a d e  
A d j u s t m e n t  A s s i s t a n c e  a n d  N A F T A - T r a n s i t i o n a l  A d j u s t m e n t  
A s s i t a n c e  p r o g r a m s .

T h e  IR S  m ay  c o n t i n u o u s l y  l e v y  u p  t o  15  p e r c e n t  o f  " a n y  
s p e c i f i e d  p a y m e n t . "  T h e  a m e n d m e n t a p p l i e s  t o  l e v i e s  i s s u e d  
a f t e r  t h e  A u g u s t  6 , 1 9 9 7 ,  d a t e  o f  t h e  e n a c t m e n t  o f  t h e  TPRA.

T h e  c o n t i n u o u s  l e v y  i s  a d m i n i s t e r e d  b y  t h e  IR S .  T h e  IR S  m ay  
i m p l e m e n t  t h e  c o n t i n u o u s  l e v y  t h r o u g h  c o m p u t e r  c r o s s m a t c h e s  
w i t h  S t a t e  UC a g e n c i e s .  T h e  UC a g e n c i e s  w i l l  b e  r e s p o n s i b l e  
f o r  d e d u c t i n g  a m o u n ts  l e v i e d  f r o m  UC, UCFE, UCX, DUA, a n d  
TRA a n d  f o r  f o r w a r d i n g  s u c h  a m o u n ts  t o  t h e  IR S .  A s t h e  IR S  
d o e s  n o t  p a y  f o r  c o s t s  o f  l e v i e s ,  t h e  D e p a r t m e n t  i s  
e x a m i n i n g  t h e  f u n d i n g  i m p l i c a t i o n s  f o r  t h e  UC s y s t e m .

S i n c e ,  i n  a c c o r d a n c e  w i t h  F e d e r a l  UC la w ,  a l l  S t a t e  l a w s  
c u r r e n t l y  p r o h i b i t  t h e  l e v y  o f  UC, t h e  D e p a r t m e n t  r e c o m m e n d s  
t h a t  S t a t e s  am e n d  t h e i r  l a w s  t o  s p e c i f i c a l l y  a u t h o r i z e  
c o n t i n u o u s  l e v y  i n  a c c o r d a n c e  w i t h  S e c t i o n  6 3 3 1 ,  IR C . 
A l t e r n a t i v e l y ,  S t a t e s  m ay  v ie w  S e c t i o n  6 3 3 1 ,  IR C , a s  
s u p e r s e d i n g  S t a t e  l a w .

1 4 .  S e c t i o n  1 0 3 5 , TPRA: E x t e n s i o n  o f  T e m p o r a r y  T a x .
S e c t i o n  3 3 0 1 ,  FUTA, i m p o s e s  a  t a x  o f  6 . 2  p e r c e n t  o n  w a g e s  
p a i d  i n  e m p lo y m e n t  b y  e m p l o y e r s . T h i s  t a x  w a s  t o  h a v e  
d r o p p e d  t o  6 .0  p e r c e n t  b e g i n n i n g  i n  c a l e n d a r  y e a r  1 9 9 9 .

U n d e r  t h e  TPRA a m e n d m e n ts ,  t h e  6 . 2  p e r c e n t  t a x  w i l l  r e m a i n  
i n  e f f e c t  t h r o u g h  c a l e n d a r  y e a r  2 0 0 7 .  T h e  t a x  i s  now  
s c h e d u l e d  t o  d r o p  t o  6 . 0  p e r c e n t  b e g i n n i n g  w i t h  c a l e n d a r  
y e a r  2 0 0 8 .

1 5 .  A c t i o n .  A p p r o p r i a t e  s t a f f  s h o u l d  b e  a d v i s e d  o f  t h e s e  
a m e n d m e n t s .

1 6 .  I n q u i r i e s . P l e a s e  d i r e c t  i n q u i r i e s  t o  t h e  a p p r o p r i a t e  
R e g i o n a l  O f f i c e .
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D e a r  S e n a t o r  W a rd :

I  r e s p e c t f u l l y  a s k  t h a t  y o u  h o l d  a  h e a r i n g  o n  HB 8 7 ,  An A c t  
R e l a t i n g  t o  t h e  U n e m p lo y m e n t T r u s t  F u n d .  T h i s  l e g i s l a t i o n  
p r o v i d e s  t h e  s t a t e  a u t h o r i t y  t o  r e c e i v e  f e d e r a l  f u n d s  f o r  
t h e  a d m i n i s t r a t i o n  o f  t h e  u n e m p lo y m e n t  i n s u r a n c e  p r o g r a m  a s  
r e q u i r e d  i n  t h e  B a l a n c e d  B u d g e t  A c t  o f  1 9 9 7 .

T h e  1 9 9 7  A c t  p r o v i d e d  f o r  a  d i s b u r s e m e n t  f r o m  t h e  f e d e r a l  
u n e m p lo y m e n t  t r u s t  f u n d  t o  t h e  s t a t e  u n e m p lo y m e n t  t r u s t  
f u n d ,  k n o w n  a s  " R e e d  A c t  D i s t r i b u t i o n s . "  S t a t e s  m u s t  e n a c t  
l e g i s l a t i o n  r e s t r i c t i n g  t h e  u s e  o f  t h e  R e e d  A c t  f u n d s  t o  t h e  
a d m i n i s t r a t i o n  o f  t h e  u n e m p lo y m e n t  i n s u r a n c e  p r o g r a m ,  a n d  
n o t  f o r  u n e m p lo y m e n t  b e n e f i t s  o r  e m p lo y m e n t  s e r v i c e s .

T h i s  b i l l  c o m p l i e s  w i t h  t h e  f e d e r a l  r e q u i r e m e n t  b y  p r o v i d i n g  
t h e  s t a t e  e x p r e s s  a u t h o r i t y  t o  r e c e i v e  t h e  R e e d  A c t 
d i s t r i b u t i o n s  f o r  f e d e r a l  f i s c a l  y e a r s  1 9 9 9  -  2 0 0 1  f o r  
p u r p o s e s  o f  a d m i n i s t e r i n g  t h e  u n e m p lo y m e n t  i n s u r a n c e  
p r o g r a m .

S i n c e r e l y ,

Ed F l a n a g a n  
C o m m is s io n e r

E F /D P : e t s
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B A C K G R O U N D :
The Social Security Act requires that the Secretary of the U.S. Department of Labor (USDOL) 
provide each state with adequate funding for proper and efficient administration during the fiscal 
year of the state's Unemployment Insurance (Ul) program. Despite this mandate, funding ulti­
mately depends upon what the Congress agrees to appropriate.

Though Congress had determined that the Federal government had responsibility for funding the 
administration of the Ul program, no direct link was established between Federal Unemployment 
Tax Act (FUTA) receipts and grants to the states. The gap between taxes collected under the 
FUTA and the amount appropriated by Congress became apparent in the early years of the 
program. By 1952, approximately $1 billion more in FUTA taxes had been collected than had 
been appropriated for administration.

As a result, Congress passed the Reed Act in 1954 providing that funds collected from FUTA 
taxes must be used for federal and state administration of the Ul or Employment Service (ES) 
programs. I f  more funds were collected than were needed for administration, the excess funds 
were to be returned to the states. Such Reed Act distributions of excess funds were made in 
1956,1957, and 1958. Conformity legislation passed by each state guaranteed, as a condition 
of eligibility for a share of the distribution, that these funds would be used only for administra­
tion of Ul or ES, or directly for the payment of Ul benefits.

Subsequent Reed Act distributions were, in effect, prevented by congressional action . * ,ig the 
"statutory ceilings" of the various accounts within the federal Unemployment Trust Fund on four -' 
separate occasions (most recently in 1998). /

I
S T A T 175:

In FFY 98, $6.24 billion was collected in FUTA taxes; just $3.6 billion was returned to the states 
for administration. The balance of the federal Unemployment Trust Fund has grown from a 
1986 balance of $2.8 billion to $23.09 billion in 1998. The disparity between taxes collected 
under FU'IA and the administrative funds returned to the states is at the core of the current 
national debates regarding administrative funding reform.

On November 30, 1998, a Reed Act distribution of $15,934,986.93 occurred. In addition, the 
Balanced Budget Act of 1997 provides for in Reed Act distributions capped at $100 million for 
the fiscal years ending in 1999, 2000, and 2001. These "special" distributions may only be used 
to fund administration of the Unemployment Insurance program, unlike regular Reed Act distri-



butions which could also be used to fund the administration of Employment services or the 
actual payment of Ul benefits. Because of this special restriction, states must pass enabling 
legislation agreeing to the limited use of these funds in order to be eligible to receive a share of 
the $100 million distribution. *

Had the transfers not been "capped," it is estimated that about $3 billion would have been 
made available. These distributions are being made to ameliorate the impact of reduced admin­
istrative funding appropriations in recent years. An additional $5.2 billion is estimated for 
distribution in FFY 2002 once the legislative cap is lifted.

Each state's share of the Reed Act distribution will be prorated based on the percentage of 
FUTA tax receipts from that state. Alaska's estimated share of the $100,000,000 distributions is 
anticipated to be between $600,000 and $700,000.

* HB 87 & SB 63 were both introduced before the Alaska Legislature on 2/20/99. These the 
bills provide the language required by the federal government to allow Alaska to receive its 
share of the $100 million being distributed over the three year period.

Revised 2/23/99
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Flow of FUTA Funds Under Existing Federal Statutes
0 .0 %  E m p lo y e r T a x  *

Employment Security Administration Account ESAA
F in a n c e s  a d m in is tra tiv e  c o s ts  o f the 
e m p lo y m e n t s e c u r ity  p ro g ra m .

M o n th ly  .64%  o f the  0 .8 %  e m p lo y e r 
ta x  is re ta in ed .

S ta tu to ry  c e ilin g  is  4 0 %  o f the 
a p p ro p r ia tio n  fo r  th e  p r io r  f is c a ’ 
y e a r.

Extended Unemployment Compensation Account 
. EUCA

F in a n c e s  F e d e ra l-S ta te  e x te n d e d 
b e n e fits  p ro g ra m s .

M o n th ly  .1 6 %  o f the  0 .8 %  e m p lo y e r 
tax is  re ta in ed .

S ta tu to ry  c e ilin g  is 0 .5%  o f to ta l 
w a g e s  in c o v e re d  e m p k  ym e n t in 
the  p re c e d in g  c a le n d a r "e a r .

Federal Unemployment Account 
FUA '

F in a n c e s  re p a y a b le  a d v a n c e s  to 
S la te s  w ith  d e p le te d  re s e rv e s

S ta tu to ry  ce ilin g  is  0 .2 5 %  o f  to ta l 
w a g e s  in c o v e re d  e m p lo y m e n t in 
the  p re c e d in g  c a le n d a r  y e a r.

E ffe c tive  tax  ra te , a fte r 5 .4 %  is 
o ffse t a g a in s t 6 .2 %  F e d e ra l la x .

If  A c c o u n t b a la n ce  e x c e e d s  c e ilin g :
Oct. 1

T ^ o p t . j o j ^
ft \

ESAA EUCA FUA

\  / \ / .

t

Oct. 1 Oct. 1

R eed  A c t 
D i s t r i b u t i o n

S ta te  A c c o u n ts
i_____________________ i
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SENATE BILL NO. 63

IN THE LEGISLATURE OF THE STATE OF ALASKA

TW ENTY-FIRST LEGISLATURE - FIRST SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced: 2/10/99
Referred: State Affairs, Finance

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to money credited to the account of the state in the

2 unemployment trust fund by the Secretary of the Treasury of the United States;

3 and providing for an effective date."

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

5 * Section 1. INTENT. It is the intent o f the legislature that the state be eligible under the

6 Balanced Budget Act o f 1997, P.L. 1005-33 and 42 U.S.C. 1103 (sec. 903, Social Security

7 Act) to have the Secretary o f the Treasury of the United States credit the sta te’s

8 unem ploym ent trust fund with money for the purpose o f administering the unem ploym ent

9 com pensation program.

10 * Sec. 2. UNEM PLOYM ENT TRU ST FUND. Notwithstanding AS 23.20.145(f), money

11 credited to the account o f this state in the unemployment trust fund by the Secretary o f the

12 Treasury o f the United States from the effective date o f this Act through Septem ber 30, 2002

13 under 42 U.S.C. 1103 (sec. 903, Social Security Act) shall be used, after enactm ent o f an

14 appropriation law, solely for the adm inistration o f the unemployment com pensation program.

SB0063A -1-
New Text U nderlined [DELETED TEXT BRACKETED]
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1 M oney credited under this section is not otherwise subject to the requirem ents of

2 AS 23.20.145(f)(1) - (3).

3 * Sec. 3. DEFINITIONS. In this Act,

4 (1) "unem ploym ent trust fund" means the fund established in

5 AS 23.20.135(a)(2);

6 (2) "administering 'h e  unemployment com pensation program" and

7 "administration o f the unem ploym ent com pensation program" mean the D epartm ent o f Labor’s

8 activities relating to the collection o f contributions and the paym ent o f unem ploym ent

9 com pensation benefits under AS 23.20.165 - 23.20.530.

10 * Sec. 4. REPEAL. Sections 1 - 3 o f this A ct are repealed O ctober 1, 2002.

11 * Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

I -GS1024. A
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