
SECTION-BY-SECTION ANALYSIS OF




THE EMPLOYMENT SECURITY REFORM ACT OF 2002

Section 1 of the bill provides that the short title is the “Employment Security Reform Act of 2002".



Section 2 of the bill provides a table of contents.





Title I of the bill contains provisions relating to unemployment taxes.


Section 101 of the bill gradually reduces the tax that employers are required to pay under the Federal Unemployment Tax Act (FUTA).   Specifically, section 101(a) of the bill amends section 3301 of FUTA (which is part of the Internal Revenue Code) to reduce the Federal unemployment tax rate by 0.2 percentage points (from 6.2 to 6.0) effective for calendar years 2003 and 2004.  (This 0.2 percentage point reduction is not otherwise scheduled to take effect until calendar year 2008.)  The tax rate is further reduced by another 0.2 percentage points effective for calendar years 2005 and 2006, and finally reduced by another 0.2 percent for the calendar years beginning 2007.  Section 101(b) of the bill amends section 3302 of FUTA so that the maximum credit available to employers against the FUTA tax remains 5.4 percent regardless of the decline in the tax rate (the maximum credit is currently 90 percent of the tax rate).  The effect of these amendments would be a net Federal unemployment tax, which is applied to the first $7000 of wages paid to an employee, as follows:  for calendar years 2003 and 2004, 0.6 percent (a 5.4 percent credit against a 6.0 percent tax); for calendar years 2005 and 2006, 0.4 percent (a 5.4 percent credit against a 5.8 percent tax); for calendar year 2007 and thereafter 0.2 percent (a 5.4 percent credit against a 5.6 percent tax).   With primary responsibility for administrative funding of the unemployment compensation (UC) and employment service (ES) programs being assumed by the States under this bill beginning in fiscal year 2007, there is no need to continue the FUTA tax at present levels.  The phased-in reduction of the tax accords with the transitional administrative funding provisions under which the Federal government will continue to fund State UC and ES administrative costs for fiscal years 2003 and 2004 and a portion of such costs for fiscal years 2005 and 2006. 


Section 102 of the bill amends FUTA to require that all States provide for a maximum tax rate of at least 5.4 percent in order for employers in the State to receive the additional credit against the Federal unemployment tax.  The purpose of the additional credit is to encourage States to allocate the costs of unemployment compensation among employers based on the costs attributable to each employer (often referred to as experience rating).  Current law allows employers to receive some additional credit if the State has a maximum rate less than 5.4 percent, but in practice no State has a lower maximum rate.  Establishing a uniform threshold will allow the Internal Revenue Service to permanently simplify the annual Federal unemployment tax form, thereby easing reporting burdens on employers.  This provision would be effective January 1, 2003.


Section 103 of the bill amends the Internal Revenue Code (IRC) to provide that employers may not be required to deposit Federal UC taxes more frequently than quarterly.  This section also amends the Social Security Act (SSA) to provide that employers are to deposit State UC taxes quarterly.   Providing for tax collection on a quarterly basis is intended to assure that excessive reporting burdens will not be placed on employers or the States administering the UC program.  Exceptions are made for  employers of household employees, who may report annually if the State’s law so provides, and reimbursing employers who may be required to reimburse the fund more frequently.


Title II of the bill contains amendments to the Federal-State Extended Benefits (EB) program.


Section 201 of the bill repeals certain special Federal requirements relating to eligibility of claimants for EB.  The effect of the repeal is to apply the State UC law provisions regarding eligibility for regular compensation to the EB program.


Section 202 of the bill lowers the current mandatory “trigger” that results in the EB program taking effect in a State.  Specifically, this section lowers the 5.0 percent insured unemployment rate (IUR) trigger to 4.0 percent.  This change will result in more States reaching the trigger level and doing so earlier in a recession, thereby assisting unemployed workers and stabilizing the economy sooner.


Section 203 of the bill provides that the provisions of title II are effective, for purposes of conformity with Federal law, for weeks of unemployment beginning one year following the date of enactment.  However, recognizing that States may wish to take advantage of these amendments as soon as possible, States are allowed to provide for the payment of EB in accordance with these amendments for any week of unemployment beginning after the date of enactment, as long as such amendments do not apply retroactively.  Further, if a State’s legislature does not meet in a regularly scheduled session during calendar year 2003, the State will be provided an additional year to enact conforming legislation.


Title III of the bill contains provisions to reform administrative funding of the UC and ES programs.  In general, title III of the bill amends Federal law so that primary responsibility for financing the administrative costs of the UC and ES programs is shifted to the States effective with the start of fiscal year 2007.  It also provides for a transition period.  For fiscal years 2003 and 2004, the Federal government continues to fund costs of administering the UC and ES programs for all States, while in fiscal years 2005 and 2006 funding responsibility is shared by the States and the Federal government.  Certain “hold-harmless” Federal funding for State administration of UC and ES activities will be provided to qualifying States for fiscal years 2007 through 2012.  Federal funding for certain Federal UC programs and other activities will continue to be provided beyond fiscal year 2012.


Specifically, section 301 of the bill amends title III of the SSA.  Section 301(a) of the bill amends section 302(a) of the SSA to authorize grants to all States to carry out agreements with the Department of Labor to administer Federal UC programs (such as UC for ex-federal or ex-military personnel and trade readjustment allowances, except for the Disaster Unemployment Assistance program, which is funded from general revenues) and the costs of providing periodic UC reports required by the Department of Labor.  This subsection would also continue to authorize UC grants for the administration of State UC laws for States through fiscal year 2012 as follows:

- For fiscal years 2003 and 2004, all  States would continue to receive UC administrative grants through discretionary appropriations as under current law.  The States would receive funding using current methodologies.

- For fiscal years 2005 and 2006 special transitional funding would be provided to all States.   The States would be required to begin funding UC and ES program activities during these years.  The intent is that, during these years, each State legislature will determine and enact a funding mechanism appropriate to the State to assume responsibility for UC/ES funding.  (Also, under section 401 of the bill, States will receive Reed Act distributions equaling $3.5 billion in each of fiscal years 2004 and 2005; these distributions will be available to the States to supplement Federal grants during this transition.)

- For fiscal years 2007 through 2012, “hold-harmless” funding will be available to qualifying States to supplement the State funding of UC and ES administration.  The  rationale for this hold-harmless funding is that some States have higher administrative costs than other States  in relation to taxes paid by employers in those States, and therefore an additional period of supplementary assistance is appropriate to help those States in making the transition to full State funding.
This section also provides that beginning in FY 2007, funds allotted to the States under section 302(a) of the SSA would be available for expenditure during the year of obligation and two succeeding fiscal years.  This provides the States with some important flexibility and  is consistent with the expenditure period provided under title I of the Workforce Investment Act and  the Wagner-Peyser Act.


Section 301(b) of the bill amends section 302 of the SSA to add a new subsection (d) to provide for the transitional funding for fiscal years 2005 and 2006. The funding would be in amounts equal to two-thirds (for fiscal year 2005) and one-third (for fiscal year 2006) of the amounts determined to be necessary for the proper and efficient administration of the State UC laws.   The amounts necessary for the proper and efficient administration of such laws would be determined based on the amount allotted to States to administer the State UC programs in fiscal year 2002 (the last year for which specific amounts are currently known), adjusted by the projected changes between FY 2002 and FYs 2005 and 2006, respectively,  in workload (i.e., changes in factors relating to the number of claims for compensation and the number of employers) and in inflation (i.e. changes in the gross domestic product price index).  In making these projections, the Secretary would be required to use the most recent (as of the time each projection is made) economic assumptions that are released by the President as part of the budget process.  As noted above, this phased reduction in Federal funding allows all States a transition period during which they may determine the appropriate State funding mechanisms for UC/ES administration.


Section 301(b) of the bill also adds a new subsection (e) to section 302 of the SSA to provide “hold harmless” funding to qualifying States in fiscal years 2007-2012. As noted above, the intent is to allow a longer transition period for States that have assumed a UC/ES administrative funding responsibility that is greater than the tax savings to employers in the State that results from the reduction in the FUTA rate.  Therefore, under this provision the Secretary would first determine the amount allotted to a State to administer the UC and ES programs in fiscal year 2004 (the last year of full federal funding of State UC/ES administration), and adjust that amount for certain changes occurring between fiscal year 2004 and the fiscal year for which the determination is made.   The adjustments to the FY 2004 UC allotment would be based on changes in workload in the State (i.e., changes in factors relating to number of claims for compensation and the number of employers) between FY 2004 and the fiscal year for which the hold harmless funding is determined, and such other factors as the Secretary determines are appropriate.  In addition, this provision also includes an adjustment to the amount allotted for UC in FY 2004  based on inflation occurring between FY 2004 and FY 2007 (i.e., the change nationally in the gross domestic product price index ). The adjustment for the FY 2004 ES allotment is specified in parallel amendments to the Wagner-Peyser Act contained in section 304 of the bill, and consists of an adjustment for inflation occurring between FY 2004 and FY 2007

  
 Under this provision (and a parallel amendment to the Wagner-Peyser Act included in section 304 of the bill), the Secretary would then determine if  the FY 2004 UC/ES allotment adjusted for the fiscal year exceeds the amount projected by the Secretary to equal 0.4% of the wages subject to the FUTA tax in the State for that fiscal year (i.e., the amount of tax savings for businesses in the State resulting from the reduction in the FUTA rate under the bill).  If there is such an excess, the State would qualify for “hold harmless” funding for that fiscal year.

    
Under this provision, and the parallel amendment to the Wagner-Peyser Act,  the excess amount would then be allotted between the UC and ES programs in the same proportion that the FY 2004 adjusted amount was allotted between the UC and ES programs for that State.  For example, if the UC allotment comprised 70% of the State’s  FY 2004 UC/ES allotment adjusted for the fiscal year in which the determination is made, 70% of the excess amount would be allotted for UC administration. Therefore, if the excess amount is $10 million, $7 million would be allotted to the State under this provision of the SSA for UC administration for the fiscal year, and the remaining $3 million would be allotted to the State for ES administration for the fiscal year under the parallel Wagner-Peyser provision. 


It should be noted that the bill retains the current law provision in section 302(a) of the SSA that provides that the amount certified to the States for UC administration may not exceed the amount appropriated for that fiscal year.  Therefore, these transition and hold harmless funding provisions would be subject to appropriations by the Congress.


Section 301(c) of the bill provides that the amendments under sections 301(a) and 301(b) of the bill take effect on October 1, 2002.


Finally, section 301(d) of the bill eliminates four SSA provisions that are also contained in the FUTA.  Since FUTA already contains these provisions and since FUTA is being amended to provide that States must meet the provisions of title III of the SSA, the presence of these provisions in the SSA is redundant.


Section 302 of the bill makes various amendments to title IX of the SSA.  Federal law contains various limitations on the amounts to be appropriated to the States and the Federal government.  With the transfer to State funding, these limitations become unnecessary.  Specifically, section 302(a) of the bill repeals section 901(c)(3)(C) of the SSA that limits the amount which may be appropriated to the States to an amount equal to 95 percent of estimated FUTA collections based on a tax rate of 0.6 percent. 


Section 302(b) of the bill makes various technical amendments to conform to the transfer of funding responsibilities to the States.  Section 302(c) of the bill includes a conforming amendment to title IX of the Social Security Act, which changes the calculation for transferring funds from the ESAA to the EUCA that takes into account the reduction in funds flowing through ESAA resulting from the reduced FUTA tax rate. The amount automatically transferred from the ESAA to the EUCA is changed from 20 percent of FUTA receipts to 50 percent of such receipts effective January 1, 2007 to ensure EUCA continues to receive adequate funding for the EB program.


Section 303 of the bill amends title XII of the SSA, which provides for advances of funds to States which may only be used for the payment of UC.  Section 303(a) amends title XII  to provide that advances will also be made, upon State request, for the payment of costs of administration of the UC and ES programs.  Under the amendments, a State may request a loan for the payment of UC, for the payment of administrative expenses, or for both purposes.  Although a State will be eligible for administrative loans regardless of the State funding mechanism chosen, provision is made for States choosing to segregate administrative and benefit moneys in the State’s unemployment fund in the Unemployment Trust Fund.  Specifically, a State’s request for an advance for the payment of UC will not be reduced or denied due to any amounts in the State’s unemployment fund which are limited by State law to the payment of administrative expenses.  Similarly, a State’s request for an advance for the payment of administrative expenses will not be reduced or denied due to any amounts in the State’s unemployment fund which are limited by State law to the payment of compensation.  No change is made to the provision of title XII relating to repayment of advances or interest payable.


Section 304 of the bill amends the Wagner-Peyser Act.  Specifically, Section 304(a) amends section 4 of the Wagner‑Peyser Act to provide that the State must accept the provisions of the Wagner-Peyser Act for purposes of receiving certification for the employer tax credit under the FUTA.  Currently, such acceptance is a condition for receiving a grant under the Wagner-Peyser Act.  By adding the link to the employer tax credit, this provision is intended to assure that the reduced Federal funding provided under this proposal through the Wagner-Peyser Act will not result in an erosion by the States in carrying out necessary ES functions.  


Section 304(b) amends the funding provisions of section 5 of the Wagner-Peyser Act to provide for funding for grants to States to carry out ES activities for fiscal years 2003-2012 (including transitional funding for all States for FYs 2005 and 2006, and “hold harmless” funding for qualifying States for FY 2007-2012) , for the administration by all States of the Work Opportunity and Welfare-to-Work tax credits, for the administration by all States of alien labor certification activities, and for the costs of all States of providing periodic reports on ES activities to the Department of Labor.  


Special provision is also made for Guam in section 304(c) of the bill, which will continue to receive 100 percent of the costs of administering its ES program.  

      Section 303(d) of the bill contains the provisions for the funding of grants to States to carry out ES activities for fiscal years 2005 through 2012 that generally parallel the funding provisions for UC administration described above.  In fiscal years 2005 and 2006, the States would receive two-thirds and one-third, respectively, of the amounts awarded for ES grants in FY 2002, adjusted for changes between FY 2002 and each of those fiscal years with respect to the number of civilians in the labor force and inflation (i.e., changes in the gross domestic product price index).  In fiscal years 2007 through 2012, qualifying States would receive “hold harmless” funding based on the determinations that are described above with respect to section 301(b) of the bill.  


This subsection also provides that, starting with fiscal year 2007, Wagner-Peyser funds will be available on a fiscal year, rather than a program year, basis in order to conform to the funding cycle for the UC program.  As a result, the bill provides that the program year for fiscal year 2005 will be only 3 months long.  Section 303(e) repeals the current funding formula for the Wagner-Peyser program.


Section 304(f) of the bill amends section 7 of the Wagner-Peyser Act.  Under current law, 90 percent of allotted funds may be used for the activities specified in section 7(a) of the Wagner-Peyser Act and 10 percent may be used for the activities specified in section 7(b) of such Act.  With the shift to State funding, these allotment provisions become unnecessary.  Accordingly, these provisions are amended.  Consistent with current regulatory interpretations of the Wagner-Peyser Act, section 7(a) is amended to provide that the public ES program shall include the provision of activities, through the one-stop delivery system, that (1) facilitate the labor exchange between employers and job seekers, including activities that assist job seekers in finding employment and assist employers in filling jobs; (2) provide reemployment services to UC claimants and carry out the work test requirement of the State UC program; and (3) facilitate the interstate clearance of labor, as defined by the Secretary.  The intent is to establish the basic functions that an ES program must carry out.  Section 7(b) would be amended to provide that, in addition to, or in carrying out, the above activities, the State’s public ES program may include certain activities.  Although the activities listed in the amended subsection (b) would contain more activities than are specified in current law, all the activities listed are currently funded under Wagner-Peyser Act appropriations.  The activities listed in section 7(b) are illustrative and are not meant to be exhaustive of the activities a State might perform in the operation of its public ES program.


Section 305 of the bill amends the FUTA.  Specifically, section 305(a) amends section 3304(a)(1) of FUTA, to condition certification for the FUTA tax credit for employers in the State on the State conforming and complying with the provisions of title III of the SSA and on the State accepting the provisions of the Wagner-Peyser Act.  Under the amendments to title III of the SSA and the Wagner-Peyser Act, beginning in FY 2005 only transitional funding and certain hold harmless grants will be made for the  administration of the State UC and ES programs (although all States will continue to receive grants for the cost of administering Federal UC programs and of preparing federally-required periodic reports). The amendment is intended to ensure that the reduced grants available under these laws do not result in a State’s failure to conform and comply with the requirements of title III of the SSA or to operate an ES program consistent with the requirements of the Wagner-Peyser Act.  Therefore, the employer tax credit becomes the mechanism for ensuring conformity and compliance of most States in lieu of the eligibility of those States for administrative grants.  


In addition,  the section of FUTA being amended has long been one of the bases for requiring States to hold that workers must be able to work and available for work to be eligible for UC.  To assure that there is no confusion over the intent to continue this “able and available” requirement, an explicit “able and available” requirement is added to the amended section 3304(a)(1).


Section 305(a)(2) of the bill amends the Federal “withdrawal standard,” which currently limits withdrawals from a State’s unemployment fund to the payment of UC and certain other specified purposes.  Under current law, use of unemployment fund moneys for UC or ES administrative expenses is limited to Reed Act moneys appropriated by the State’s legislative body for such purposes.  This amendment would allow a State to use moneys in its unemployment fund for the payment of UC and ES administrative expenses, provided the State’s legislative body appropriated it for such purpose.  The effect is that the State’s legislative body will make the determination of how much money will be withdrawn from the State’s unemployment fund for administrative purposes separate from the payment of UC.


Section 306 of the bill amends the Postal Service Code.  Under current law, States are allowed to use penalty mail for purposes of administering the UC and ES programs.  Consistent with the shift in funding responsibility to the States, this authority is repealed effective October 1, 2006.  The effect is that each State will be encouraged to work with the United States Postal Service to develop the mail system best suited to its own needs.


Title IV of the bill contains provisions relating to Reed Act funds.


Section 401 of the bill provides for two special Reed Act distributions. These distributions would take place regardless of whether the three Federal accounts in the Unemployment Trust Fund (the ESAA, the EUCA, and the Federal Unemployment Account (FUA)) are at their statutory ceilings, which under existing law triggers Reed Act distributions.  Distributions equal to $3.5 billion will take place on October 1, 2003, and October 1, 2004.  Each state will be provided a distribution of at least $25 million.  These distributions may be used by a State to increase balances in the State’s unemployment funds (thereby avoiding the need to obtain loans for the payment of UC, which would increase employer taxes), the payment of compensation, or, subject to an appropriation by the legislative body of the State, the payment of UC and ES administrative expenses.  It is anticipated that the $3.5 billion distributions will assist the States as they transition to absorbing primary responsibility for funding the UC and ES programs.  


Section 402 of the bill amends title IX of the SSA to make several changes related to the States’ use of Reed Act moneys.  It repeals special rules for State Reed Act appropriations.  The provision retains the requirement that, if the State chooses to use the Reed Act funds for UC or ES administration (instead of the payment of UC), the State legislature must appropriate it.  However, the provision eliminates additional elements that are currently required to be included in the State appropriation that are unnecessary and do not address issues of Federal concern.  The effect of the repeal is that States will appropriate their Reed Act funds in the same manner as they appropriate other State funds.





Section 403 of the bill amends title IX of the SSA so that all Reed Act funds will be treated under the same rules.  Currently, the $100 million in Reed Act moneys distributed in each of fiscal years 2000, 2001 and 2002 may be used only for the administration of the State’s UC law.  Under the amendment, these amounts that remain available to the State may be used the same as any other Reed Act moneys, that is, for the payment of UC or, subject to an appropriation by the legislative body of the State, the payment of UC or ES administrative expenses.  Also, the rules for the use of the $8 billion Reed Act distribution made on March 13, 2002, under the Temporary Extended Unemployment Compensation Act of 2002, differ in some regards from other Reed Act rules.  The effect of this provision is to simplify administration by providing one uniform rule concerning the use of all Reed Act  funds.


Section 404 of the bill repeals a provision relating to the restoration of Reed Act funds.  Under current law, a State may "restore" Reed Act moneys that were expended on the payment of UC by transferring other moneys in its unemployment fund to its Reed Act account.  These "restored" amounts may, upon appropriation of the legislative body of the State, be used for UC and ES administrative expenses.  Since this bill would permit all money in a State's unemployment fund to potentially be available for administrative expenses, there is no longer any need for States to "restore" Reed Act balances.  The effect is that State law determines whether any moneys in the State’s unemployment fund are available for administrative or benefit purposes.


Title V of the bill contains miscellaneous improvements to the UC and ES programs.
Section 501 of the bill changes the treatment of real property (building and land) used to carry out UC and ES activities and in which there exists Federal equity.  Current disposition requirements severely constrain the flexibility of States in determining where to locate services for the public.  Many States purchased real property with Reed Act funds in the 1950s and amortized the cost of the property with subsequent UC or ES administrative grants.


Many States are interested in disposing of the real property and relocating the provision of UC and ES services in the One-Stop centers established under the Workforce Investment Act of 1998 or in other locations that would better serve the public.  However, since the current disposition rules would require the portion of any disposition attributable to the Federal equity to either be rolled over to new property which the State may not need, or to be returned to the U.S. Treasury and not be available for UC or ES purposes, the States generally opt to retain the property and remain at current locations.


This provision would give the States flexibility in disposing of this UC/ES real property by transferring the Federal equity in the property to the States.  The provision requires the portion of the real property attributable to the transferred equity to be used by the State for UC, ES or WIA purposes.  The provision further provides that the portion of the proceeds of any disposition of the real property attributable to the transferred equity is to be used for UC or ES purposes.  The provision also requires disposition of the real property to be carried out in accordance with Federal regulations that ensure a fair market value is obtained.


Finally, section 501(b) of the bill extends to UC and ES grants the prohibition on the use of grant funds to amortize the costs of real property that applies under most other grant programs.  Rather than continue the current amortization practices which have often encouraged the retention of property, this provision would better focus the use of grant funds on the provision of services.


Section 502 of the bill amends FUTA to permit a more flexible use of State unemployment fund moneys in a State’s clearing account before such funds are transferred to the Unemployment Trust Fund.  In all States, employer contributions are deposited in a clearing account.  Under current law, States are required to transfer all moneys received in this clearing account immediately to their accounts in the Unemployment Trust Fund and to use such moneys only for the payment of UC.  Section 502(a) allows States to retain moneys in their clearing account and to use earnings credits or actual interest earnings on such moneys to pay reasonable charges for banking services associated with the clearing account.  This is consistent with treatment of a State’s benefit payment account under the Cash Management Improvement Act of 1990.  In addition, subsections (a)-(c) of section 502 amend applicable provisions to provide that States may retain funds in their clearing accounts to assist in covering the costs for services in which the bank receives and processes remittances it receives directly from employers.  This will allow States to take advantage of state-of-the-art banking services which will accelerate the deposit of employer contributions.  This provision is effective upon enactment.  Finally, section 502(d) amends title XII of the SSA to provide that amounts retained as compensating balances shall not be considered for purposes of determining a State’s eligibility for advances to pay compensation or administrative expenses, providing the flexibility for States to maintain such balances to cover banking costs.   


Section 503 of the bill amends FUTA to clarify the requirements relating to short-time compensation (worksharing) programs.  Currently 18 States are carrying out such programs under which employers reduce the workweeks of employees in lieu of temporary layoffs, and the affected employees receive partial UC for the reduction in hours.  The authority for the program originated in  the Unemployment Compensation Amendments of 1992, which made the  program permanent (it had been a demonstration), but did not contain clear authority for all elements of the programs.  This provision clarifies that authority exists for all the elements that are included in current State programs.  It would be effective upon enactment.


Section 504 of the bill clarifies the application to the UC program of section 432(a) of the Immigration and Nationality Act, which requires verification of whether a claimant is a “qualified alien” for public benefits financed in whole or in part by the Federal government.   The amendment, while maintaining the verification requirement, clarifies that claimants are not required under any Federal law to present proof of citizenship or qualified alien status in-person for UC purposes.  Because many States are moving to telephone and Internet claims systems, they would need to create costly alternative systems for accepting in-person verification for Federal unemployment benefits and could experience administrative bottlenecks when federally financed programs such as EB trigger on, causing potentially hundreds of thousands of claimants to submit in-person proof of status at the same time.  This provision would be effective upon enactment.


Section 505 of the bill amends title IV of the SSA to permit information in the National Directory of New Hires (NDNH) to be disclosed to States for use in administration of the UC program.  The NDNH was established to locate absent parents for the purpose of establishing paternity and establishing and enforcing child support orders.  The NDNH contains information on individuals who were recently hired as well as UC wage and benefit records that are provided by the State UC agencies.  The new hire information is valuable to the UC program for quick detection of individuals who have gone back to work, but continue to collect UC.  Although State UC agencies have access to information reported to their own States, they may not have access to the relevant information that is currently being reported to other States or by the Federal government.  For example, multi-state employers may choose to report all new hires in one State, Federal agencies report new hires and wages only to the NDNH, and some claimants may go back to work in a State other than the one from which they are claiming compensation. This provision would provide States with access to such information to assist in carrying out the UC program.


Section 506 of the bill repeals subparagraph (E) of 5 U.S.C. 8501(1), which pertains to eligibility of  Federal employees for UC.  Paragraph (E) excludes from UC coverage an individual "excluded by regulations of the Office of Personnel Management from the operation of subchapter III of chapter 83 [governing retirement coverage for Federal employees] of this title because he is paid on a contract or fee basis."  No similar exclusion is applicable to private sector or other public (State and local government) employees paid on a contract or fee basis even though they may be performing the same or similar job duties.  The repeal insures the same treatment among all workers.

Section 507 of the bill amends section 3304(a)(15) of FUTA, to prohibit the deduction of pension rollovers from the amount of UC payable to an individual.  Several States reduce the amount of UC payable for a week due to rollovers of pension amounts that are not deemed income for Federal income tax purposes.   Unlike UC, these rollovers are not intended to meet current living expenses and, to the extent that a denial of UC forces an individual to liquidate a portion of the rollover to meet current living expenses, it defeats the purpose of the federal law provisions relating to rollovers – that is encouraging people to save for their retirement.


Section 508 of the bill gives the Secretary of Labor authority to issue operating instructions or regulations necessary to implement the amendments made by the Employment Security Reform Act of 2002.
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