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This i s  a re i s sue  of a revision of t h e  Manual of S ta te  Employment 
Securi ty Legielation released by the BWT~Uof Employment Securi ty i n  
bctober l9G8 f o r  comment and suggestion, P r io r  t o  the 1948 prelimi-
nary edi t ion,  the Alanua.1 was l a s t  revised i n  1042, Since then various 
recornendations f o r t i o n a l  provisions o r  revised language have 
been made i n  program l e t t e r s  from time t o  t i ne  and i n  Unem l o  9
Insurance Legis la t ive  Polic;i, 1947. Meanwhile changes $n rage evels, 
i n  the  c o s t  of l iv ing ,  and i n  the  benqflt  provisions of S ta te  laws ' 
have outmoded the monetary provisions of t h e  benef i t  formulae recom- 
mended i n  1942 and 1947. This 1950 r e  vision brings together i n  one 
document a l l  t h e  changes of permanent value which have been recommended 
i n  the  l as t  0 years and other  changes which experience haa ahown t o  be 
desirable.  

The Manual i e  made up of spec i f i c  l eg i s l a t i ve  provision8 which, i f  
adop- a S ta te ,  would conform t o  the  s ta tutory requireinents of the  
Social  Securi ty Act, the Federal Unemployment Tax Act, and the  Wagner 
Peyser Act, a l l  as amendad through September 1950, and of Chapter V 
of the General Appropriation Act of 1951. It r e f l ec t s  a l s o  current  
thinking on desi rable  provisions fo r  a socially adequate program of 
employment securi ty.  When a l t e rna t i ve  provisions are given, t h e  
preferred is presented first. 

In  1946, sectd.ona 303(a) (5) of th-e Social  Securi ty Act and 1603(a) (4) 
of 43-19 Federal Unemplopnent Tax A : t  were amended t o  permit S ta tes  to 
use ce r t a in  amounts depoei ted i n  .;he unemployment trust find i n  the 
payment of cash benef i t s  with respect  t o  d i s ab i l i t y ,  Such payments 
cannot be made, however, without apecia1 enactments by S ta te  l eg t s la -  , 
tures, No provisions for  d i s a b i l i t q  benef i t s  a r e  included i n  t h i s  
d ra f t .  The Bureau issued Draft Language f o r  a State Temporary 
Dieabi l i ty  Insurance Law Coordinated with Unemployment Insurance i n  
January 194, and i n  April 1949, a revised edi t ion of % & " ~ y  

surance, a discussion of problems i n  form a ng a dira-
administered by a S t a t e  employment seour l ty  qgenw. 

The l e g i s l a t i v e  language i n  t h i e  Hanurrl i a  not  intended a s  a model 
< * f o r  Sta te  @option. It 1s r e c o g m a t  b i l l s  prepared f o r  in t ro -  

duction i n  the l eg i s l a tu r e  of any S t a t e  must conform t o  conet i tu t ional  
*or  other State requfrments as t o  title and general s ty le .  Therefore 
any S t a b  may have to adapt the d r a f t  language. Obviouahy, where the, 
draft  includes the word wStateN i n  parentheeis aa i n  "the (Sta te)  
Dqnrhent  of ~ l e p e n tSeoudJcy," any State w i l l  insert i t 8  own 
m e ,  and where' the d r a f t  include$ blanks, the S t a t e  will iru3srt the , ' 

rrpproprh.ts number or  date, 



!his revis ion of t h e  Manual involves changes i n  policy, arrangement, 
and language. The changes i n  policy are i n  p a r t  s h i f t s  i n  emphasis. 
For example, dependents1 allowances which were included i n  1942 i n  one 
formula f o r  weekly benef i t  amount a r e  now i n  three  benef i t  formulas 
and two benef i t  formulas a r e  included fo r  the use of those States which 
do not want to provj.de dependentst allowances. 

The changea i n  arrangement a r e  of two types--rearrangement of t h e  t ex t  
t o  obta in  a mare log ica l  grouping of subjects,  and t rans fe r  of the  
commentary from the posi t ion of footnotes t o  a separate section. 

The changes i n  terminology do not introduce any new concepts but 
ra ther  seek t o  c l a r i f y  old concepts, part ' icularly i n  connectibn with 
"clairnsn and Q t l i g i b i l i t y e R  The tern "claimn i s  confined t o  a claim 
for  payment f o r  a completed week of unemployment; i t  i s  not  uhed i n  
connection with the not ice  of unemployment (or i n i t i a l  claim a s  it i s  
called i n  most States) which may be f i l e d  by a worker who haa not had 
a week of unemployment and cannot e i t he r  c e r t i f y  f o r  waiting-period 
c r ed i t  o r  claim benefi ts .  The monetary computations that were prevl- 
ously included i n  t he  claim determinations a r e  separated from such 
determination8 and ca l led  determinations of workera1 insured atatus. 
Experience i n  some S ta tes  ard  l e t t e r s  received from claimants i n d i c a k  
misunderstanding of ~ e l i g i b i l i t y "  a s  used i n  connection with ' i n i t i a l  
determinationsen Claimants frequently believe t h a t  they have been 
awarded benef i t s  h e n  a l l  t h a t  they have received i s  a computation of 
po ten t ia l  monetary r i gh t s  based on t h e i r  base-period wages. Because 
t h e  term aeligiblem i s  commonly understood t o  connote a r i g h t  t o  
aomething, e l i g i b i l i t y  i s  l imited i n ' t h e  Manual t o  claimants who have 
met a l l  the  requirements f o r  the receipt  m t i n g - p e r i o d  c r ed i t  or 
of benefits.  

The comnentary has been considerably expanded and has been separated 
from the t e x t  i n  order t h a t  e i t h e r  the t e x t  or  the commentary may be 
read consecutively. The commentary i s  intended t o  explain the content 
of t h e  d r a f t  language, the purpose of t h e  language i f  t h a t  i s  no t  
self-explanatory, the reasons f o r  changes which have been made since 
the  1942 iasue of t h i s  Manual, and the re la t ionships  between the various 
sections of the  Act, and between various sections of t h e  S ta te  Act and 
the  re la ted  Federal acts .  In  section 3 on Benefit Formula, the  com- 
mentary include8 backgmund information on benef i t  formulas i n  general; t 

i n  t ha t  section and i n  aeution 4 on Conditions fo r  Receipt of Benefits,  
the reasons for omitting ce r ta in  proviaions included i n  some State  
laws a r e  explained. 

It i s  hoped t h a t  this comprehensive commentary w i l l  be used f o r  t h e  
t ra ining i n  t h e  eeeentiala of l eg i s l a t i on  In  this f i e l d  of new pereon- 
nel  i n  the Sta te  employment secur i ty  agencies, of t he  regional and 
headquarters staff of the Bureau of Employment Security, and of other 
in teres ted persona i n  various Federal agenaiea. 

1 
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' he  changes bebeen  the  October 1948 edi t ion and t h i s  i ssue of the  
Manual r e f l e c t  responses t o  ';he Bureau's request for comments on the-
preliminary ed i t ion  and prob:Lems a r i s ing  i n  the 1949 and 1930 S t a t e  , 

1egislatSve sessions. This i s sue  incorporates changes suggested aC 
specia l  meetings of the  Bureautg regional s t a f f  i n  the  Fa l l  of 1941{, 
and by State adalnis&ators,  Labor Department at torneys,  atd Bureau 
staff members. ' 

r 

. The major di f ferences  betueen this ed i t ion  and the preliminary ed i t ion  
include8 (1)  changes i n  terminology and administrat ive set-up to 
reflect the  t ranefe r  of t he  m e a u  of Employment Securi ty t o  the 
Department of Labor; (2) revision of sect ion 2(k)(6) and 2(q) to reflect 
change8 i n  the def in i t ions  of excluded employment and exclusions from 
wages i n  sect ion 1607(b) and (c)  of the  In te rna l  Revenue Code made by 
the Social  Secur iw Act Amendments of 1950; (3) reviaion of aection 11 
to  r e f l e c t  changes i n  the Wagner-Peyaer Act made by Peto775 (81at  
congress); (4)  the  s h i f t  from section 2(q)(3) to  sect ion B(c) of the  
provision which would r e s u l t  i n  t h e  automatic extension of the $3,000 
l f m i t  if Congreas ahould broaden the  Federal t a x  base) ( 5 )  t h e  a h l i t  
from sect ion 2(r) t o  section 4(a) of t he  p rov i s im  tha t  no waiting weak 
need be served a t  t h e  beginning of a benef i t  year i f  i t  would i n t e r  
rup t  payments f o r  continuous weeks of unemployment; (6) inclusion of 
an administrat ive d i m u a l i f  i ca t ion  f o r  fraud; (7) expansion of the  
commentary fo r  purposes of c l a r i f i c a t i on ,  t o  avoid reference t o  other  
documents, and to include draft language f o r  some provisions which 
S t a t e s  have found useful bu t  which the  Bureau i s  not  now including i n  
the text as recommendations f o r  general adoption; (8) l i be r a l i z a t i on  
of the benefi t  formulas i l l u s t r a t e d  i n  the commentary on sect ion 3 by

\ 

increasing the maximum weekly benef i t  amount t o  $30 f o r  a claimant 
without dependents and t o  as much aa $45 f o r  a claimant with the 
maximum number of conpensable dependents; (9) revision of fonnula C, 
M c h  was or ig ina l ly  drafted t o  r e f l e c t  Federal propoeiila current  i n  
1948, in the  a t t e r n  of formulas proposed i n  Federal. l eg i s l a t i on  i n  
19503 and (107 expanaion of the discuaslon of the  t r n s l t i o n  provisions 
required when some or  all of the  benef i t  formula i s  amended, 
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I 

PROVISIONS FOR UNE31PU)YMENT INSURANCE AND FdIPIL)PMENT SERVICE 

Declaration of S ta te  Public Policy 

A s  a guide t o  the intarprhtation and application of thir Act, 
5 ,  

the public policy of this State  18 declared t o  be ar follows: Ewnoadc 

insecurity due to unemployment i s  a rerious menace to  the health, 

&orals, and welfare of the people of t h i s  State. Unemployment 10 there-

fore  a rubjeof of general i n t e r e s t  and concern which require8 appropriate 

action by the legielature  t o  prevent i t s  spread and to li@aten i t r  burden 

which now so often falls w i t h  crushing force upon the unemployed worker 

and Na family. me achievement of s o d a 1  secur i ty  requires protection 

against t h l e  greatest  hatard of our economic l i f e .  This objective can 

be furthered by operating free public employment office8 i n  a f f i l i a t i o n  

with a nation-de aystem of public employment services; by derlsing 

appropriate methods f o r  reducing the volunie of unemployment3 and by the 

syetsmotic accumulation of funds during periods of employment from whlch 

benefit8 may be paid f o r  periods of unemployment, thus maintaining pur-

chatrfng power, promoting the mobility and the uee of the hiehest s M l l r  

of uneaplaytad workers, and limiting the serious social  conesquencee of 

unemployment. The legis lature ,  therefore, declares tha t  i n  i t s  con-

sidered judgment, the public good and the general welfare of the cltitenrr 

of t h i s  S ta te  require t h e  enaotment of t h i s  measure, under the police 

power of the State, fo r  the establishment and maintenance of f r ee  publio 

employment officea and for  the compulsory se t t ing  aaide oS reserves t o  

be used f o r  the benefit  of unemployed persons. 



Section 1 

SHORT TITLE A M )  RULE OF STATUTDRY CONSZRUCTION 

SEC, 1. This Act sha l l  be known and may be cited as the (State) 

Employment Security Act. h i s  Act shall be l ibe ra l ly  conatrued t o  aacom- . 
plish i t s  purposes te promote sloployment security by increasing o p p o r t d -  
, 
 L % 


t i e s  f o r  placement through the maintenance of a system of public eznplomnt 


off ices  and to  provide through the accumulation of reserve8 f o r  the payment 

of compensation to  1ndividuals.with respect t o  the i r  unemploymentr 

The legis lature  hereby declares i t s  intention t o  provide f o r  carry-

ing out the  purposea of t h i s  Act in cooperation with the appropriate agen-

c ies  of other States  and of the Federal Government, , as  par t  of a nation-

s i d e  empli3yment seourity program; and particularly t o  provide fo r  meeting 

the requirements of t l t le  I11 of the Federal Social Security Aat, t he  
, 

requirembnta of section 1602 an3 section 1603 of the Federal Unemployment 

Tax Act (Chapter 9, subchapter C of Internal Revenue Code), and the Aot of 

Congress approved June 6, 1933, en t i t led  M Act to provide f o r  the estab-

linhment of a natdonal employment eysLm and for cooperation wl th  the 

States  I n  the promotion of such system, and f o r  other purp0se6~ (herein- 

a f t e r  c i ted a s  tho WqgnerPey6sr Act), ard title IV of the Aot of Dongroe8 

approved June 22, 1944, erah aa amended, i n  order to seouru for  th is  State 

Pnd the  oit iaens thereof the &rants and privileges avai l rble  thereunder. 

A l l  doubts a8 t o  the proper constructdon of any proviolon of t h l r  Aot shall 

be resolved in favor of oonformity dth suoh requiremmnts, 



Sect ion  2 

DEFINITIONS 

SEC. 2. A s  used i n  t h i s  Act, u n l e s s  t h e  con tex t  c l e a r l y  

r e q u i r e s  o t h e m i  se--

( a )  1' American ves se l "  means any v e s s e l  documented o r  numbered 

under t h e  laws of the United S t a t e s ;  and any v e s s e l  which i s  nei t .mr 

documented o r  numbered under t h e  laws o f  t h e  United S t a t a s  nor  docu- 

mented under t he  laws o f  any f o r e i g n  country, i f  i t s  crew performs 

s e r v i c e  s o l e l y  f o r  one o r  more c i t i z e n s  o r  r e s i d e n t s  of the United 
I 

S t a t e s  o r  corpora t ions  organized under t h e  laws of t h e  United S t a t e s  

oY of  any S t a t e .  

( F i r s t  d e f i n i t i o n )  

(b)  "Base pe r iodN -1/ means the  f i r s t  f o u r  of t h e  l a s t  f i v e  

completed ca l enda r  q u a r t e r s  immediately preceding t h e  f i r s t  day of an 

i n d i v l d u a l l s  benof i t  year.  

(Second d e f i n i t i o n )  

(b)  "Base periodit  -1/ means (1) t h e  preceding ca lendar  year  

f b r  b e n e f i t  yea r s  beginning i n  May, ~ u n e ,  o r  Ju ly ;  (2) t h e  f o u r  consecu- 

t i v e  ca lendar  q u a r t e r s  ended on t h e  p r e c e d h g  Idarch 31 f o r  b e n e f i t  y e a r s  

beginning i n  August, September, o r  October; (3) t h e  four consecut ive 
, 

calendar  q u a r t e r s  ended on t h e  preceding June 30 f o r  b e n e f i t  y e a r s  

beginning i n  November, December, o r  January;  and (4) t h e  f a r  ccnaecu-

t i v e  ca lendar  q u a r t e r s  ended on t h e  preceding September 30 f o r  b e n e f i t  

y e a r s  beginning i n  February, March, o r  April .  

1/ Whenever t he  d e f i n i t i o n  o f  base period o r  b e n e f t t  y e a r  is amended,-
it i s  e s s e n t i a l  t h a t  t h e  e f f e c t i v e  d a t e  of the  new provis ion  be 
spec i f i ed  i n  t h e  law. I t  may a l s o  be necessary  t o  inc lude  
t r a n s i t i o n  provis ions .  See Commentary, page C - 51. 



Section 2(c) 

( c )  ltBenefitsn means the money payments payable t o  an 

individual ,  a s  provided i n  t h i a  Act, w i t h  r.ea;wct t o  h i s  unemployment, 

(d) "Benefit yearN 1/- means the one-year period beginning 

with  the  day as of which an insured worker f i r s t  f i l e e  a request f o r  

determination of h i s  insured s t a tu s ,  and thereaf te r  the one-year 
'% 

period beginning r i t h  tlr"b day a s  of which he next f i l e s  such r q u e s t  

a f t e r  the  erd of h i s  l a s t  preceding benefi t  year. The f i l i n g  of a 

not ice  of unemployment s h a l l  be deemed a request  for  determination 

of insured s t a t u s  i f  a current  benef it year has no t  previously been 

es tabl ished,  

(e)  "Calendar quar tern  means the  ~ r i o d  of three conseoutive 

calendar months endf ng on March 31, June 3, September 30, or. December 31. 

( f )  "Claimaht" mans  an individual who haa f i l e d  a request  f o r  

a determination of insured s ta tus ,  a not ice  of unemployment, a ce r t i f i ca -

t i c n  fo r  waitingoweek c r ed i t ,  o r  a claim f o r  benefi ts .  

(g)  nCommiasionerll means the head of the  (State,) Depaictmnt df 

, ( )  ~ ~ C o n ~ b u t d o r r s Nmane the money payments requimd by t h i s  

Act t o  (bemads Antto tihe fund by en employer an account of having 

individuals  performing eervice fo r  him, 

"1/ Whenever the def in i t ion  mf balse period or benef i t  year i s  amended, 
it is essen t ia l  t h a t  t h e  (effect ive  d a t e  of the new provision be 
specified i n  the  law, Dt may a l s o  be neceasary to  include t rans i t ion  
provisions. See Commentary, page C - 51, 

L 




Section 2(i)  

(F i ret def in i t ion)  

(i) ~lbp loyer '  means t 

(1) Any employing u n i t  which f o r  some por t ion of a day within  the  

current  calendar year has o r  had i n  enployment one o r  more individuals;  and 

(2) For the  e f fec t ive  period of i t s  e lec t ion  pursuant to sect ion 7, 

any employing u n i t  which has elected t o  become subject  t o  this Act. 

(Second def in i t ion)  

( i )  Vknployerfl means : 

(1) Any employing u n i t  which i n  any calendar quarter i n  e i t he r  the 

current  o r  preceding calendar year paid f o r  service in employment wages of 

$- or  morer ~ r o v i d e d , l /  however, Tnat f o r  purposes of th ia  subsec~ l -*  

employment shall include service nfiich would cons t i tu te  employment but f o r  

the fact  t h a t  such service is deemed t o  be ?erformsd e n t i r d y  x i t h i n  another 

State pursuant t o  an election under an arrangement entered i n to  ( I n  accord-

ance with sectiar, 15112)(1)) by t h e  comietsioner and an agency charged w i t h  

the administration of any o t h e r  State o r  Federal cmployw::' securi'ty l a w ;  

( 2 )  A n y  euipioying ~ m i t( . ho the r  or not an eaploying unit at t h e  

time of acquisition) wnich acquired t h e  organization, trade, o r  business, 

o r  substantially a l l  the assets thereof,  of a.nother e~nployingunit  which 

a t  the time of such acquis i t ion was an employer subject t o  tnis Ac:; o r  

which acquired a par t  of the organization, trade, o r  business of another 

employing u n i t  which a t  the t i n e  of such acquis i t ion was an employer ' 

-1/ If the amount used in determining l i a b i l i t y  i s  low enough, para-
graphs (3), ( L ) ,  and (6) and the  provisos i n  paragraphs (1)and (2)  
are not needed. 



Section 2(1)(2) (Second defini t ion)  

subje t to t h i s  Actt ~ rov ided , l /  m a t  awh other employing u n i t  would -9 
have h e n  an employer under section 2 ( i ) ( l )  i f  such par t  had constituted 

its en t i r e  organisation, trade, or business; 

(3)yAny employing un i t  h i c h  acpuired the organieation, trade, 

or kppheba, or  subatantially a l l  the aasete thereof, of another employ- 

ing un l t  i f  such emplaying un i t  subsequent to euch acquiaition, and such 

acquired un i t  prior t o  such acquisition, both within the same calendar 

quarter, togetha paid for  s e r d c e  in emplo-t wages total ing $-
or more; 

(4)v Any employing unlt  which, together with one o r  more other 

employing units,  i s  owned or controlled (by lega l ly  enforceahlle means o2 

otherwise) d i r ec t ly  o r  indirect ly  by the same intereate,  o r  whlch om8 

or controls (bg legally eaforceable means o r  otherwise) one o r  more other 

employing units ,  and which, If treated as a single u n i t l r i t h  s w h  oTher 

eniploylng units or in te res ts ,  o r  botzr, would be an employer under sec- 

t ion  2(1) (1); 

( 5 )  Any employing unit not an t~mployer by reason of arry other 

paragraph of thls subsection, fo r  which within e i the r  the ourrent or  

preceding calendar year service i n  eeaployment is or  was performed wlfb 

respect t o  which such employing unit  is l iab le  for  any Federal tax 

against which c red i t  may be W e n  fo r  contributions required t o  be paid 

into a State  unemployment fund; 

-1/ ff the amount used in  determining l i a b i l i t y  i s  low enough, para-
graphs (3) ,  (L),and (6) and the proviaoa In paragraphs (1)and (2) 
a re  not needed. 
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Section 2 ( i )  (6) (Secbnd d e f i n i a o n )  

( B ) L /  Any employing unit which, havlng become an employer under 

(2),paragraph (l),(31, ( 4 ) ,  o r  ( 5 )  of sect ion 2 ( i ) ,  has not, under sec-

t i on  7(d) ceased t o  be an employer subject  t o  th ia  Act; and 

(7) For t h e  e f fec t ive  period of i t s  e lect ion pursuant to section 

7(e) ,  any employing un i t  which has elected t o  become, subject t o  th ia  Act. 

(Third def in i t ion)  

( i )  nEmployerfl means I 

(1) Any employing un i t  which f o r  some portion of a day i n  each 

of -di f fe ren t  calendar reeks, whether or not  such weeks were consecu- 

t ive ,  within e i the r  the current o r  the  preceding calendar year (and f o r  

the prlrpose of t h i s  def in i t ion  i f  any beek includes both December 3; and 

Janusry 1, the days of  t h a t  reek up t o  January 1s h a l l  be deemed one calm-

da r  week and the daya -beginning January 1another such week), h4d in employ-

ment, -- 2/ or  more i n d i d d u a l s  ( i r respect ive  of whether t h e  sane indivi- 

m ....duals  were i n  employment i n  each such dqy) r ~rovided,3/  however, !&at for 

purposes of this subsection employment shall include service which would 

const i tu te  employment but  f o r  the f ac t  t h a t  such service  is deemed t o  be 

performed e n t i r e l y  within another S ta te  pursuant t o  an elect ion under sa 

arrangement entered ink, (in accordance with aection 15 (c ) ( l ) )  by the 

commlsrsioner and an agency charged with the  administration of any other 

-1/ If the amount uaed i n  detsrmining l i a b i l i t y  ie 1w enough, para-
graphs (3),  (4) ,  and (6) and the prooieos in  paragraphs (1) and (2) 
a r e  not needed. 

2/ If t he  f igure inserted is more than one, it w i l l  be necessay  to- i n s e r t  a f t e r  "day@ in the f i r a t  Pine t he  phrase, "bat not necessad ly  
simultaneously.? -31 Pi t h e  number of workers and of reeks  ueed i n  determining l i a b i l i t y  is 
lm enough, paragrapht! ( 3 ) ,  (4 ) ,  and (6) and the proviso8 in para-
grapha (1) and (2) a r e  not needed. 



Section 2(1)(1) (Third defini t ion)  

' . 3 #  or Federal employment security law; 

-(2)1/ (Same provision as in wcond def in i t ion) ;  

(3)v Any employing uni t  which acquired the organisation, trade, 

or  bu lness ,  or eubatantially a l l  the assets fhereof; of another employing 

unit if the employment record of such employing unit aubeequent t o  such 

acquisition, together w i t h  the employment record of the acquired un i t  

pr ior  t o  such acquisition, both within the aame oalendar year, muld be 

suf f ic ien t  t o  make an employing un i t  an employer subject t o  this Act 

undbr section 2(1)(1)2 

, ( 4 1  (Same provision a s  i n  second defini t ion);  -
(5) (Same provision as i n  second defini t ion);  

(6)1/I (Same provision as i n  second defini t ion)  ; and 

(7) (Same provision as i n  second defini t ion ). 

( j ) ( l )  %nploylng unit* means any i nd iddua l  or type of organi- 

zation including the State government, any of i t s  po l i t i ca l  subdivisions 

o r  instrumentalities, any partnership, association, t rus t ,  es tate ,  joint- 

stock company, insurance company, o r  corporation, whether domestic o r  

foreign, o r  the  receiver, t rustee In  bankruptcy, trustee,  or  successor of 

any of the' fomgoing, o r  the legal  representative of a deceaeed .person, 

which has, o r  subsequent t o  January 1, 1936, had #meo r  miore iadividwla 

performing service for it within t h i s  State. 

employing unlt which maintaSns t.rro o r  more w a r a t e  ee%abhishments w%thin 

this Sta te  shall be deemed t o  be perf'onning se-oe for a employing 

If tha number of workers cmd of weeks used In determining 1LabiliQ 1. 
l a rv  enough, paragraphs (3))  ( 4 ) ,  and (6) and the provie08 i n  para-
graphs (1)and (2) are  not needed. 

8 



Section 2(j) (2) 

un i t  far a l l  the purposes of this Act. 

(3)v Whenever an emploping unit contracts w i t h  other  employ-

ing  unit for any work which is pard; of the  usual trade, occupation, pro-

feasion, o r  business of the  former employing unit, each individual who per- 

forms service i n  employment under such contract  sha l l ,  f o r  the  purpore of 

determining whether the former euploying u n i t  i s  an employer by reason of 

sect ion 2(1), be deemed to be performing such eervice in  employment for 

the  former employing un i t :  Provided, That i f  the  l a t t e r  employing u n i t  i s  
2 

not an enplayer by reason of section 2 (I) ,  each such individual aha l l  be 

deemed to  be perfoming auch service i n  employment f o r  t he  fonner amplop-

ing unit for all the purposes of t h i s  Act. 

(4 )  Each individual engaged t o  perform o r  to aasist i n  perfoming 

the work of any pdrmn i n  the service of an anploying unit  sha l l  be deemad 

to be engaged by such employing un i t  f o r  a l l  the purposes of this Act, whe-

ther such Individual re8 engaged o r  paid d i r ec t l y  by such employing unit o r  

by such perron, provided t h e  employing un i t  had actual  o r  constructive 

knowledge of*  the  wark. 

(k )(1) *EmploymentNmeans t 

(A) any service performed pr ior  t o  -,- 2/ which was employment 

a. defined in this subsection pr io r  to such date  and, subject t o  the other 

provlaions of t h i s  subsect$on, eervice performed a f t e r  - by an indi-

vLdudl f o r  wages or  by can off icer  of a corporation, inoluding service in 

L/ Ibis proviaion should not be included i f  the f i r a t  def in i t ion  of 
employer f o r  coverage of one o r  niore i s  adopted. 

2/ I n s e r t  the ef fec t ive  date of the  amendment. 
31 In se r t  the  day before the effect ive  da te  of the mendment. 
.L 



Section 2(k) (1) (B) 

(B) servlce performed a f t e r  -.1/ by an individual for  t h i s  

State  o r  any p o l i t i c a l  subdlrlsion thereof, or  kny ins t rumenta l ig  of argr 

one o r  more of the foregoing which l a  wholly om!ed by this State o r  by 

one o r  nore of its po l i t i ca l  subdivisions I 

(c) notwlthatanding eection 2(k) (2), a l l  s e n i c e  performed after 

-L/ by "A officer o r  member of the crew of an American vessel on o r  i n  

connection with such vessel, I f  t he  operating office,  from which the oper- 

a t ions of such vessel operating on navigable water6 within, or within arri 

without, the  United Startee a r e  ordinarily and regularly euperviaed, managed, 

directed and controlled, is within th ie  State;  and 

(D) notwithstanding any other provisions of t h i s  subsection, 

service with respect to  which a tax i s  required t o  be paid under auy Fed-

eral law imposing a tax against which credi t  may be taken f o r  contribu- 

t ions required to be paid i n t o  a State unemployment fund. 

(2) Zhe term aenployment*shall include an indioidual's en t i r e  

servlce, performed n i th in ,  or both within and without, t h i s  State  i f  the 

serPice is localized i n  t h i a  State.  Service shall be deemed to  be local-

ized within a Sta te  i f--
(A) the service i s  performed ent i re ly  within such State;  o r  

(B) the service i e  performed both within  and without rruch Sta te  

but the servlce performed without such State i s  incidental  t o  the indivi- 

d u a l ' ~  service wlthin tho State;  for  example, i s  temporary or  t rans i tory  

i n  nature or consiets of iaolated transactions. 

(3) The term nemployment" sha l l  include an individual's en t i r e  

I/ Ineert  the  affective date of the amendment. 
-L 



Section 2(k)(3) 

service, perfomed &thin,  or both *thin 8nd without, th ia  State if the 

service is not  localized i n  any State  but eome of the service l a  performsd 

I n  this State  and 

(A)  the individual 's  base of operations is i n  th i a  State;  or 

(B) if there is no baae of operationa, then the place from which 

such service i s  directed or controlled i s  i n  th ia  State3 or  

(C) the individual's baae of operations or place from which such 

service i s  directed or controlled i s  not in any Sta te  i n  which some, part 

of the service l a  performed, but the individual(s residence ie i n  t h i s  

State. 

( 4 )  Service covered by an election pursuant to'sectfon7, snd 

service covered by an election duly approved by the e d s d o n e ~  in 

accordance lrith an arrangemsnt pursuant t o  sectdon 15(c) sha l l  be d e e d  .. 

to be employment during the effect ive period of the election. 

( 5 )  Service perfimned by ar individual ahal l  be deemed t o  be 

emplcrg~3ent subject t o  this Act irrespective of whether the3canmon-law 

relationehip of master and servant exiats ,  unless and u n t i l  i t  i s  rrhuwn 

ta the eatisfaction of the commissioner that-

(A) such individual has been and w i l l  continue to be free fro. 

control and direct ion in connection with the performance of such rervioe, 

both under his contract fo r  the performance of &rife and i n  f ia t8  ami 

(B) such eervice i s  performed ei ther  outside the usual courae 

OF the buabesa f o r  Irhioh the service i s  performed or l a  performed out-

s ide of sill the placea of busineae of the enterprise f o r  which the aerPfae 



established trade, occupation, profession, or bwiness  of the same nature 

as tha t  lnvofved i n  the service performed. 

(6) The tenn %nploymentfl shall not include- 

(A) service performed In the employ of an individual owner or  

tenant operating a farm, i n  connection with the  cul t ivat ion of the so i l ,  

the harvesting of cmps, or the raising, feeding, ar management of lire-

stock, bees, or poultry, o r  In connection w i t h  the  processing, packing,# 

o r  marketing of the produce of such farm a8 an incident to ordinary farm-

ing operations: 

~ r o v i d e d , l /  That such individual operator of a farm has not paid--

in any calendar quarter in e i ther  the current o r  the preceding calendar 

year f o r  such aervice wages of a t  least $-i 

~rovided,2/ m a t  such individual operator of a farm d id  not .I 

employ i n  such s e r d c e  -or more persons i n  -di f ferent  calenlar 

ueeks in the current o r  preceding calendar year, whether o r  not such 

weeks were consecutive a d  whether or not the  uame individual8 per-

formed such servlce i n  each such reek; 

(B) domestic sewice  i n  a private home: 

-1/ 7his proriao would be used i f  t&e p q  r o l l  I s  used ur a measure of 
the alee of farming operatione, 

2/ This provlso would be used i f  t he  number of workers elul weeks of -. 
employment 1s used as a measure of the 8iea of farming operations, 



-- - - 

Sect ion  2(k) ( 6 )(B) 

~ r o v i d e d , l /  Tnat t h e  wages paid t o  t h e  i n d i v i d u a l  o r  i nd iv i -  -
duala  engaged i n  such s e r v i c e  i n  such home d i d  n o t  exceed 8-i n  

any ca lendar  q u a r t e r  i n  e i t h e r  t h e  c u r r e n t  o r  the  preceding calendar  

Year ; 

(A l t e rna t ive  proviso)  

provided ,2/ That o r  more i n d i v i d u a l s  were n o t  engaged i n  

s i c h  ae rv i ce  In such home i n  each of -d i f f e r e n t  calendar  weeks i n  

tk.e c u r r e n t  o r  preceding calendar  yea r ,  whether o r  not  such weeks were 

consecut ive  and whether o r  no t  t h e  same i n d i v i d u a l s  performed such 

s e r v i c e  i n  such hcme i n  each such week; 

(C) s e r v i c e  n o t  i n  t h e  course of  t h e  employing u n i t ' s  t r a d e  

o r  bus iness  performed a f t e r  -- 3/ i n  any ca l enda r  q u a r t e r  by a n  

ind iv idua l ,  un l e s s  t h e  cash remuneration paid f o r  such s e r v i c e  i s  $50 

o r  more anl such s e r v i c e  i s  performed by an ind iv idua l  who i s  r e g u l a r l y  

employed by such employing u n i t  t o  perfonn such se rv i ce .  For the pur- 

poees of this paragraph, an ind iv idua l  s h a l l  ae deemed t o  be r e g u l a r l y  

employed t o  perform s e r v i c e  n2t  i n  t he  course  of an  employing u n i t 1 a  

t r a d e  or bus iness  dur ing  a calendar  q u a r t e r  only i f  ( i )  on each o f  

some twenty-four days dur ing  such q u a r t e r  such ind iv idua l  performs 

such ae rv i ce  f o r  some po r t ion  of t he  day, or ( i i )  such ind iv idua l  

was r e g u l a r l y  employed (as  determined und'er c l ause  ( i ) )  by such employ- 

i n g  u n i t  i n  t h e  performance of such s e r v i c e  du r ing  t h e  preceding 

ca l enda r  qua r t e r .  

1/ This proviso  would be used i f  t he  pay r o l l  i e  uaed as a measure of- t h e  s i z e  of the  domestic establ ishment .  
-2) This  proviso  would be used i f  t h e  number of  workers and weeks of 

employment i s  uaed a a  a measure of t h e  e x t e n t ,  of t h e  domestic 
e m p l o y n t. 

' -3/ Inae r  t h e  e f f e c t i v e  day  of amendment. 



-- 
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Sect ion  2 ( ~ ) ( 6 ) ( ~ )  

( D )  s e r v i c e  performed by an i r~div i t iua l  i n  any ca l enda r  

q u a r t e r  a f t e r  1/ i n  t h e  employ of any o rgan iza t ion  exempt from 

inconre tax under s e c t i o n  101 of t h e  Federal  I n t e r n a l  Revenue Code, i f  

(1 )  t he  ranunera t ion  f o r  such s e r v i c e  i s  l e s s  than $50; o r  ( i i )  such 

s e r v i c e  i s  i n  connect ion wit .?  t h e  c o l l e c t i o n  of  dues o r  premiums f o r  a 

f r a t e r n a i  bene f i c i a ry  s o c i r w ,  corder ,  o r  a smc i s t j . cn ,  and i s  perfcrmed 

awsy f r m  the  home c f f i c e ,  c r  i s  r i t u a l i z t i c  s e r v i c e  i n  c c ~ n e c t i o n  wi th  

any such s o c i e t y ,  o rde r ,  o r  assc,ciatic.n; o r  ( i i i )  such s e r v i c e  i s  per-

formed by a  s tudent  who i s  enroll .ed, ahd i s  r e g u l a r l y  a t t end ing  c l a s se s ,  

a t  a school., c o l l e g e ,  cr university; o r  ( i v )  such s e r v i c e  i s  p e r f c n e d  

by a au ly  ordained,  co~miss ioned ,  o r  l i censed  min i s t e r  o f  r e l i g i o n  i n  

t he  exe rc i se  of his m i c i s t r y ,  o r  by a  member of a  r e l i g i o u s  o rde r  i n  

the  e x e r c i s e  of d u t i e s  reqa i red  by such o rde r ;  

(E) notwi thstatidi nt: 3ect ion 2 (k)(2), servLce perfoznred by a n  

o f f l c e r  cr_nember c f  the crrw cf  ar, h e r :  car; vessel  on o r  i n  ccnnec- 

t i c n  with such v e s s e l ,  i f  t he  o;?eratlr.g o f f i c e ,  f rcm which tk.8 opera-

t i  ons  of such v e s s e l  cpe ra t ing  on nav; gao:e water3 wi th in ,  c r  withir! 

and w j  t h o u t ,  the  United S t a t ~ sa r c  rrci:r,ari:y and r e g u l a r l y  supervised,  

managed, d i r ec t ed  and c o n t r o l l e d ,  i~ai thcut  t h i s  S t a t e ;  

( F ' )  s e r v i c e  performed ori o r  i n  connection wi th  a ves se l  no t  an 

Amr.icnn ves se l  by an i n d l  vidual i f  he performed scrv! ce on and i.n 
.. 

connec tior1 w i  tl! such vasfiel when ou t s ide  the Un' t ed  S t a t c s ;  

( G )  so rv i ce  nerforfi~ed by arl ir.divicrua1 i n  ( o r  as a n  o f f i c e r  o r  

member o f  t h e  crew of a vesse l  wliSlc i t  is engaged i n )  t h e  catching,  

-1/ I n s e r t  e f f e c t i v e  d a t e  of amendment. 
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 Sect ion 2 ( k )  (6)(G) 
I t 

:,aking, harves , ing, cu l t iva t i r .g ,  c r  farming of  any kind o f  f i  sh ,  

s h e l l f i s h ,  c r u s t a c e a ,  sponges, seaweeds, o r  o t h e r  a q u a t i c  forms of 

anillla1 and vegetab le  l i f e  ( inc luding  s e r v i c e  performed by any such 

i nd iv idua l  as a n  c rd ina ry  i n c i d e n t  tc any such a c t i v i t y ) ,  except  

( i )  s e r v i c e  perfoymed i n  connection with the ca t ch ing  o r  t a k i n g  of 

salmon o r  h a l i b u t ,  f o r  commercial purposes,  arid (ii)s e r v i c e  performed 

on o r  i n  connection with a vessel of more than ten n e t  tons  (duter -  

mined 5n ede manner provided f o r  determining t h e  r e g i s t e r  tonnage of 

nerchant  v e s s e l s  under t h e  laws o f  t h e  United S t a t e s ) ;  

(H) s e r v i c e  performed by an ind iv idua l  i n  t h e  employ of h i s  

son,  daughter ,  o r  spouse, and s e r v i c e  performed by a c h i l d  under t h e  

age cf twenty-one in tke employ c f  his f a t h e r  cr mother; 

(I) s e r v i c e  performed i n  t h e  employ of the United S t a t e s  

Government o r  an i n s t r ~ m e n t ~ a l i t yo f  t he  Unlted S t a t e s  exempt under 

t h e  Cons t i t u t ion  of t h e  United S t a t e s  from t h e  con t r ibu t ions  

imposeil by t h i s  Act, except  that  t c  t he  e x t e n t  that tire Congress of 

t h e  Unlted S t a t e s  s h a l l  p e r n i t  S t a t e s  t o  r e q u i r e  any i n s t r u m e n t a l i t i e s  

of the  United S t a t e s  t c  make payments i n t c  an  unemployment fund under 

a State emp1cyn;ent s e c u r i t y  law, a l l  of t h e  provis ions  of t h i s  Act 

s h a l l  apply t o  such i n s t r u n e n t a l i  t i e s ,  and t o  s e r v i c e  performed f o r  

such i n s t r u m e n t a l i t i e s ,  i n  the  same manner, to t h e  same e x t e n t ,  and 

on the  same. terms a s  t o  a l l  o t h e r  employers, employing u n i t s ,  i n d i v i -

dua l s ,  and se rv i ce :  provided, 'Ihat i f  this S t a t e  s h a l l  not be c e r t i -  

f i e d  f c r  any y e a r  by t h e  Sec re t a ry  of Labor under s e c t i o n  1603(c)  of  

the Federal! Unanploynent Tax Act, the  payments requi red of such i n s t r u -  

m r . t s 1 F t j . e ~w i . t h  r e s p e c t  tc, such yea r  s h a l l  be refunded oy the 



Section 2(k) (6)(1) 
I

commissioner from the  fund i n  the  satne manner and wi th in  the same 

period as is provided i n  sec t ion  9(d l with respec t  t o  cont r ibut ions  

erroneously co l l ec ted ;  

(J) se rv ice  performed i n  the  employ o f  t h i s  S t a t e  o r  any of 

its p o l i t i c a l  subdivisions by a n  e lec ted  o f f i c i a l  o r  an o f f i c i a l  

ccmpensated on a f e e  b s s i s ;  

(K) se rv ice  performed on an unemploynent work-relief p r o j e c t  

undertaken by t h i s  S t a t e  o r  any subdivlsicn thereof ;  

( se rv ice  perfomed i n  the  employ of any o the r  S ta te ,  o r  

any p o l i t i c a l  subdivis icn  thereof,  or any ins t rumenta l i ty  of  any one 

o r  mcre of the  foregoing which i s  wholly owned by one o r  nore such 

S t a t e s  o r  p o l i t i c a l  subdivisions;  and any se rv ice  performed i n  the  

employ o f  any ins t rumenta l i ty  of one o r  more o t h e r  S t a t e s  o r  their 

p o l i t i c a l  subdivisions to t h e  ex ten t  t h a t  t h e  ins t rumenta l i ty  is, 

w i t h  r e spec t  t o  such se rv ice ,  exempt under t h e  Const i tu t ion  of the 

United States from1 t h e  t a x  imposed by sec t ion  1600 of t h e  Federal 

Unemployment Pax Act; 

((Iff) m r v t c e  w t t h  r e spec t  t o  wHIch unlemployment insurance im 

payable under an unemployment insurance  pro@m es$ab2ish@ri;by araP 

a c t  of Congmss; 

(N) se rv ice  performed i n  t h e  ernpg6.l of a fo re ign  governmen4 

( inc ludi rg  se rv ice  as a consular  or  0 t h ~  o f f i c e r  o r  employee o r  a 

nondiplomatic representa t ive)  ; 

('0) se rv jce  performed i n  the employ of an  ins t rumenta l i ty  

wholly &ned by s f o r e i m  gove-t i f  ( i )  the  se rv ice  i s  of a 

cha rac te r  afdlar t o  t h a t  p e r f o r m d  5n fo re ign  countries by employees 



Sect ion  2(k)(S)(0) 
1 

of t he  United S t a t a s  Government o r  of a n  i n s t r u m e n t a l i t y  t!iereof, and 

( i i )  t h e  commissioner f j n d s  t h a t  t he  United S t a t e s  Sec re t a ry  of S t a t e  

has c e r t i f i e d  t o  t h e  United S t a t e s  Secre ta ry  of t h e  Treasury t h a t  t h e  

fo re ign  government, ~ 5 t hr e s p e c t  t o  whose instrumentality exemption is 

claimed, g r a n t s  a n  equ iva l en t  exmp tior.  wi th  r e s p e c t  t o  s imdlar  s e r v i c e  

performed i n  t h e  f o r e i g n  country by emplcyees of t h e  United S t a t e s  

Government and of i n s t r u m e n t a l i t i e s  thereof:  

(P) s e r v i c e  performed i n  t h e  emplay of an  i n t e r n a t i o n a l  

(Q) ser+ic'e covered b ~ 'an e l e c t i o n  duly  approved by t h e  

agency charged with t h e  admin i s t r a t i on  of any o t h e r  S t a t e  'or Federal  

employment s e c u r i t y  l a w ,  i n  accordance with an  arrangement pursuant  

t o  s e c t i o n  1 5 ( c )  dur ing  t h e  e f f e c t i v e  period o f  such e l e c t i o n ,  excep t  -1/ 

as provided i n  s e c t i o n  2 ( i )  (1) .  

(7) If t h e  s e r v i c e  performed dur ing  one-half o r  more o f  any 

pay period by a n  ind iv idua l  f o r  an employing c c n s t i t u t e s  employ- 

ment, a l l  t h e  s e r v i c e  of such ind iv idua l  fo r  such per jod  s t . a l l  be 

deemed to be employment; b u t  i f  t h e  s e r v i c e  perfomled dur ing  more 

'Aan one-half of any such pay ~ e r i o d  by an ind iv idua l  fc r  an 

employing u n i t  does n o t  c o n s t i t u t e  e l ~ p l o ~ e n t ,  then  none of  t h e  

s e r v i c e  of such individual  f o r  such period s h a l l  b'e deemed t o  be 

employment. A s  used i n  t h i s  paragraph t h e  t e r n  "pay period1' means a 

per iod (of not  more than  th i r ty-one  ccnsecut ivs  days) f o r  which a 

payment f o r  s e r v i c e  i s  o r d i n a r i l y  made t o  t he  ind iv idua l  by t h e  

emplcying un i t .  Tnis paragraph sriall nc t  be a?p l i cab le  wi th  r e s o e c t  

1/ The except ion  i s  nor; needed w i  t h  t h e  f i r a t  d e f i n i t i o n  o f  employer.-




-- 

S e c t i o n  Z(k) ( ' ' j  

t o  s e r v i c e  perfor::rud in  a  pay period by a n  ind iv idua l  f o r  an employing 

u n i t ,  wk,en any o f  such s e r v i c e  i s  cxcldded because i t  i s  s u b j e c t  t o  an 

unemployment insurarrce program e s t a b l i s h e d  by an  a c t  of Coneress. 

( 1 )  'IBriplojlment off  i ce"  means a f r e e  publ ic  ap loynient  c f f i c e  

o r  oranch tt-ereof operated b~ t h i s  c r  any o t h e r  S t a t e  as  a p a r t  of a 

S ta t e -con t ro l l ed  sys t an  af publ ic  employment o f f i c e s  o r  by a Federal 

agw, cy o r  any agency of a fo re ign  government charged with the admini- 

s t r a t i o n  cf an unemployment insurance program or of f r e e  pub l i c  

employment of f  i c e s .  

(m) "Fundu neans the  unemployment fund e s t ab l i shed  by t h i s  Act. 

(n)  " insured workt1 means employment f o r  employers. 

((3) n I n ~ u r e dworker1' means an  ind iv idua l  who, w i  t l r  r e spec t  t o  

a base per iod ,  meets t h e  wage and employment requirement a€ s e c t i o n  

3 w .L/ 
(p )  "Statet1 inc ludes  t h e  S t a t e s  of t h e  United S t a t e s  of 

America, Alaska, Hawaii, and t h e  D i s t r i c t  of Columbia. 

( q ) ( l )  "Wagesn means a l l  renunera t ion  f o r  s e r v i c e  from what- 

ever  source, i ne l ad ing  coramissions and bonuses and t h e  cash va lue  of a l l  

remuneration i n  any medium o the r  than cash. G r a t u i t i e s  customari ly  . 

received by an ind iv idua l  i n  t h e  course  of h i s  s e rv i ce  f r a n  persons 

o the r  than h l s  employing u n i t  s h a l l  be t r z a t e d  a s  wages rece ived  from 

h i s  employing u n i t .  Af te r  2/  back pay awarded under any s t a t u t e  

-1/ Ins tead  o f  using t h e  wolds ''meets the  wage and employment requi re -  
ment of s e c t i o n  3(b)  ," the S t a t e  may i n s e r t  t he  wage or employment 
reqtliremsnts which q u a l i f y  a worker f o r  b e n e f i t s .  

-2/ I n s e r t  t h e  da t e  a s ,  of which t h e  amendment which inc ludes  back-pay . 
awards i n  t h e  d e f i n i t i o n  o f  wages becomes e f f e c t i v e .  



Sect ion 2 (q) ( 1 )  

o f t t h i s  S t a t e  o r  of the United S t a t e s  s h a l l  be t r e a t e d  a s  wages. The 

reasonable ca sh  value of remuneration i n  any medium o t h e r  t han  cash, 

and the reasonable  amount o f  g r a t u i t i e s ,  s h a l l  be es t imated  and de ter -  

mined i n  a c c o d a n c e  wi th  r u l e s  p re sc r ibed  by t h e  commissioner. For 

t he  purpose of a detaermination o f  i n su red  s t a t u s  only, back-pay 

awards a f t e r  -- 1/ s h a l l  be a l l o c a t e d  to the  q u a r t e r s  with r e spec t  

to which they  w e =  pa id ,  If t h e  remuneration cf an ind iv idua l  i s  n o t  

based upon a f i x e d  period o r  du ra t ion  of time o r  if h i s  wages a r e  pa id  

a t  i r r e g u l a r  i n t e r v a l s  o r  i n  such manner a s  not t o  extend r e g u l a r l y  

over t h e  per iod  of employment, f o r  the: pur7ose of a de termina t ion  of 

insured s t a t u s  only,  the wages s h a l l  be a l l o c a t e d  t o  weeks o r  q u a r t e r s  

i n  accordance wi t h  r e g u l a t i o n s  prescr ibed  by t h e  commissioner. Such 

r e g u l a t i o n s  s h a l l ,  so  f a r  a s  poss ib l e ,  produce r e s u l t s  reasonably 

s i m i l a r  t o  those  which would prevail i f  t he  i nd iv idua l  were paid h i s  

r a g e s  a t  r egu la r  i n t e r v a l s .  

(2) Notwithstanding t h e  provis ions  of s e c t i o n  2(q) (1) , t h e  

term wages s h a l l  no t  includ'er 

( A )  The amount of  any pap'ent made a f t e r  -- 2/ ( i nc lud ing  

any amount paid by a n  employing u n i t  f o r  insurance  o r  a n n u i t i e s ,  o r  

i n t o  ,a fund, t o  provide f o r  any such payment), t o ,  o r  on behalf  of,  

an indiviqual o r  any of his dependents under a  p l a n  o r  system es tab-  

l i s h e d  by an employing u n i t  which makes p rov i s ion  gene ra l ly  f o r  

i n d i v i d u a l s  performing s e r v i c e  f o r  it ( o r  f o r  such ind iv idua l s  

-I/ I n s e r t  t h e  d a t e  as of whish t h e  amendment which inc ludes  back-pay 
awards i n  t h e  d e f i n i t i o n  of wages becomes e f f e c t i v e .  

-2/ Xnsert t h e  e f f e c t i v e  d a t e  of  tms proviaion. 



genera.Lly and t h e i r  dependents) or for a c l a s s  or c lasses  of such 

individuals ( o r  f o r  a c l a s s  or c lasses  of such individuals  and t h e i r  

dependents), on account of ( i )  retirement, o r  ( i i )  sickness o r  accident 

d i s a b i l i t y ,  or  ( i i i )  medical o r  hospi ta l iza t ion expensec i n  connection 

, with sickness or  accident  d i s a b i l i t y ,  or  ( i v )  death;  

(B) The amount of any p a j m n t  ~ a d e  a f t e r  -- 1/ by a n  employ- 

ing u n i t  to an individual  performing service fol* it (including any 

amount paid by an employing u n i t  f o r  insurance o r  annui t ies ,  or i n t o  a 

fund, t o  provide f o r  any such payment) on account of retirement1 

(C) '[he amount of any payment on account of sickness o r  accident 

d ~ s a b i l i t ~ ,or medical o r  hosp i ta l i za t ion  expanses i n  connection with. 

sickness o r  accident  d i s a b i l i t y ,  made a f t e r  -1/-. by an employing 

u n i t  to ,  or  on behalf of ,  iIn individual  performing services  f o r  it 

a f t e r  the expira t ion of s i x  calendar months following t he  last calendar 

month i n  which the  individual  performed services f o r  such employing 

un i t ;  

(D) The amount of any payment made a f t e r  -- 1/ by an employ-

ing u n i t  to, or on behalf of, an individual  performing services f o r  i t  

o r  his beneficiary ( i )  from or  t o  a t r u s t  exempt from tax under sec-

t h n  165(a).of the Federal In ternal  Revenue Code a t  the time ' of such 

payment' unless such payment i s  made t o  an individual  perf orndng ser'vices ' 

f o r  the trust a s  remuneration f o r  such services  and not a s  a benef ic iary  

of the t r u s t ,  o r  ( i i )  under or  t o  an annuity plan which, a t  t h e  tkdb of 

1/ In se r t  the e f fec t ive  date of t h i s  provision.-




-- 

Section 2(q) ( 2 )(D) 

such payments, meets the  requirements of sec t ion  165(a) ( 3 ) ,  ( L ) ,  (51, 

and ( 6 )  of the Federal In te rna l  Revenue Code; 

(E) h e  amount of any payment made by an employing u n i t  (without 

deduction from the remuneration of the individual  i n  i t s  employ) of t he  

tax imposed upon an individual  i n  i t s  employ under sect ion 1400 of t he  

Federal In te rna l  Revenue Code with respect  to eervlce performed a f t e r  

'-- 11; or 

(F) Remuneration paid a f t e r  -- 1/ i n  any medium other than 

cash t o  an i rd iv idua l  f o r  service  not  i n  the course of t h e  emp;.oying 

un i t ' s  t rade o r  business3 

(O)  The amount of any payment (other than vacation o r  sick pay) 

made a f t e r  1/ t o  an individual  a f t e r  the month i n  which he  , 

a t t a i n s  t he  age of sixty-five, i f  he did not  perform services f o r  the  

employing unit i n  the  period f o r  which such paymenb i s  made; 

(H) Dismissal payments before -- 1/ which the employing 

un i t  i s  not l ega l l y  required to make. 

( r ) z /  Wa i t i ng  weekN means t h e  f i r s t  week of unemployment, 

occurring i n  a oenef i t  year or within the -- 3/ day period immedi-

a t e l y  preceding such year, i n  which the  worker has complied with - a l l  

the requirements of section 4 . 
(s) "Week" means such period of seven consecutive days a s  t he  

commissioner may be regulation prescribe. 

1/ In se r t  the  e f fec t ive  date of t h i s  provision. 
?/ This def in i t ion  should be omitted i f  a S t a t e  law does not  require a-

waiting period, 
-3/ The number of days which should be specif ied i n  t h i s  sentence w i l l  

depend upon t he  def in i t ions  of "weekH used by t he  State; see page 
C - 22. 
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Section 2(t9 

(t) "Week of unemployment'' Kith respect t o  an individual 

means any week during which he perfonns l e s s  than full-time work for 

any employing unit i f  the wages payable to  him with respect to such 

week ars l e s s  than his  weekly benefit amount. 



0 

BENEFIT FORMULA -1/ 
(Benefit, formula A t  weighted high-quarter achedule 

with dependents allorrancee ) 

SEC. 3(a) Weekly benefit amount.--Except as  provided i n  aection 

3(b), an insured worker's basic weekly benefit  amount shall be the amount 

i n  column B of the table i n  this subsection F a b l e  gg on the l i n e  on 

which, i n  column A, there appears .his t o t a l  wages paid f o r  insured work 

in  that  quarter of his base period i n  which such t o t a l  wages were high-

est; and his augmented benefit  amount i f  he has dependents sha l l  be the 

amount on the same l i n e  i n  the column (c, D, or E) which shows t he  

laumber of his dependentat Provided, That the number of dependents shall 

be deterndned as  of the day with respect t o  which he f i r s t  f i l e s  a 

repuest for  a determination of insured statue i n  any benefit  year, and 

shall be fixed fo r  t he  duration of such benefit  year, and provided 

further,  That for the duration cf such benefit year no dependent who 

has been included in the determination sha l l  be included as  a dependent 

in  any determination which i s  made on behalf of another insured worker. 

Whenever new provisions on weekly benefit  amount, mxinnm annual 
benefite, qualifying wages, benefits fo r  a week of unemploytaentj 
base period, or  benefit year are  enacted, it is  essent ial  that thd 
effective dates of the new provieions be specified i n  the law, Ixi 
States using uniform benefit years, a date may be inserted a t  the 
beginning of each subsection which i s  amended, In States usling 
individual benefit  years it i s  essent ial  also t o  include transition 
provisions. See Commentary, page C - 49. 
Reference t o  tables by number would not be necessary in any Sta te  
law; t he  references are included here because five different  
formulas a re  presented. 



Section 3(a) (Benefit f o r m l a  A )  

Table 1 

Weekly benef i t  amount, weighted schedule of high-quarter wages 
with schedule of augmented benef i ts  for claimant with one, 

two, and three  o r  more dependents, and qualifying wages 
uted as one and one-half times high-quarter wages 

-- - 1z benef i t  -----LI--. "- T $ ~ K - - - Z K X ~ ~ ~  .- .-n&&Q--- .21 .--Aamount- -Xi-nimum 

For t ab le  with i l l u s t r a t i v e  f igures,  
see Comentary, page C - 3 7 .  

(b) Qualifying wages.--To qual i fg  as an insured worker an 

indi.blldual muat have been paid wages f o r  insured work i n  his base period 

totaling not l e s s  than t he  amount i n  column F of t i e  t a b l e  i n  section 3(a)  . 

on t he  l i n e  on which, i n  column B, there  appears h i s  bas ic  weekly benef i t  

amount, and such wages must have been paid i n  a t  l e a s t  two calendar 

quar te r s  of Ma base period; Provided, That i f  any individual  during h i 8  

base period has not b e m  paid such an amount but has been paid wages 

totaling not  l e s s  than the amowt appearing i n  column F on t h e  l i n e  

fmmediately above, he can qua l i fy  a s  an insured worker and his basic  

weekly benef i t  amount s h a l l  be the  amount appekrlng i n  column B on such 

l ine .  

(c ) M a x i m  poten t ia l  benef i ts  *--The maximum po ten t ia l  benefl t e  

of any ineured worker i n  a benef i t  year s h a l l  be the  amount i n  the  coltmn 

(B, C, D, o r  E) of the  t ab le  i n  t h l s  subsection F a b l e  -27 which s h m  

the number of h i d  dependents, on the  line on which, i n  column A, the re  

appears his basic weekly benef i t  amount. 



Section 3(c) (Berkefit formula A )  

Table 2 

Maximum potent ial  benefi ts  i n  a benefi t  year, weighted schedule 
with dmendental allowances, by number of dependents and . -

baeic weekly benefit  amount 
Baaic Maximum potent ial  benefits for  claimant w i t h  
weekly 

benefit  
No depend- 

eint e 
1depend-

ent 
2 depend-

ente 
3 or more 

dependents 
( C o l w A )  (ColumnB) (Column C) (Column D) (Column E) 

For tab le  with , i l l u s t r a t i v e  figures,  baaed on 26 weeks 
uniform duration, see Commentary, page C - 39. 

(Alternative proviaion t maximum potent ial  
benefit8 varying with baae-period wagee) 

(c)  llaxi~~llll- potential  benefitin.--The maximum potential  beneflts 

of any insured worker i n  a benefit  year sha l l  be the amount equal t o  

one-hall' of his wages for insured wark paid during his base period, but 

not l e s e  than 15 times his augmented w~~ek ly  benefit  amount o r  hie basic 

weekly benefi t  amount i f  he has no dependents,,and not more than 26 timsa 

his augmented weekly benefl t  amount or his basic weekly b a a f i t  amount 

i f  he has no dependent82 Provided, Tkrat i f  such t o t a l  amount of benefits 

i s  not a multiple of his augmented weekly benefit  amount o r  of his basic 

benefit  amount i f  he has no dependents it shall be computed t o  the  next 

higher multiple of such amount. 

(d) Benefit f o r  a week of unemp1ayment.--Any insured worker who 

is unemployed i n  any week a s  d e f l ~ e din eection 2 ( t )  and who meets the 

conditions of e l i g i b i l i t y  for  benefits of section 4 sha l l  be paiderrith 

respect to such week an amount equal t o  his augmented weekly beneflt  

amount or  his basic weekly benefit  amount i f  he haa no dependents lees 



Sec t i on  3 (d )  ( ~ e n e f i t  formula A )  

t h a t  pa r t  of the wages ( i f  any) payable to  him with respect  t o  such 

week which i s  i n  excess of $5. Such benef i t ,  i f  not a multiple of a, 
s h a l l  be computed to the next higher multiple of $1, 

(e )  Definit ion of dependent.--mDepend&n means a claimant 's  

unmarried chi ld  (including stepchild and adoptec child,  whether or not 

l ega l l y  adopted) who is under 18 years of age and i s  l i v i n g  wi th  him or  

receiving regular  support from him; h i s  wife who i s  l i v ing  with him or  

receiving regular support f r an  him and who i s  not regulaxly engaged in 

rendering service  fo r  remuneration or i n  any occupation f o r  p ro f i t ;  a 

claimantIs husband, child (including s tepchi ld  and adopted child,  

whether o r  no t  l ega l l y  adopted), parent, stepparent and parenbin-law 

who is wholly or mainly aupported by such claimant; and any other  peraon 

who i s  l i v ing  with and wholly supported by the claimant, 

( ~ e n e f i t  formula B I a uniform f r ac t i on  of high-quarter 
wages with dependenta allowances addi t ional)  

(a)  benef i t  amount.--Except as provided i n  sect ion 3(b) ,  

an insured worker's basic weekly benef i t  amount &all be one twenty- 

four th  of his t o t a l  wages f o r  insured work paid during t h a t  quar ter  of 

h i s  base period i n  which such t o t a l  wages were highest,  but not  more 

*an$  .- nor less than $ -and i f  no t  a multiple of $ls h a l l  be 

computed t o  t he  next higher multiple of4$1. H i s  augmented weekly ddiib--

f i t  amount ghal l  be h i s  basic weekly benef i t  amount plus the dependentst 

allowances i n  the  column (c, D, or E) of t he  table i n  t h i s  subsection 

f ih le  -37 which shows t he  number of h i s  dependents on the  l i n e  on which, 

i n  column B, there appears his basic  weekly benef i t  amountt Provided, 

That the number of dependents s h a l l  be determined as of t h e  day with 

respect  t o  which he f i r s t  f i l e s  a request  f o r  a determination of insured 
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Sect ion  3(a) ( ~ e n e f i t  formula B) 

s t a t u s  i n  any b e n e f i t  year ,  and s h a l l  t e  f i x e d  f o r  the du ra t ion  of such 

b e n e f i t  yea r ,  and provided f u r t h e r  -9 'Ihat f o r  the d u r a t i o n  of ,such b e n e f i t  

year  no dependent who has been included i n  t h e  determinat lo, l  s h a l l  be  

included a s  a dependent in  any determinat ion which i a  made on behal f  of 

another  insured  worker. 

Table 3 

Basic  weekly b e n e f i t  amount f igured  as one twenty-fourt'n of high-
q u a r t e r  wages with schedule of dependentst  allowances f o r  

c la imant  with one, two, and t h r e e  o r  more dependents, 
and q u a l i f y i n g  wages computed a s  one and one-half 

t imes h i g h q u a r t e r  wages 
Basic  D 2oendents allowance f o r  Minimum 

q u a r t e r  weekly Idep%nd- 2 depend- 3 or  more qualifying 
wages b e n e f i t  e n t  e n t s  dependents wages 

( ~ A )  o (cohmn B)  (Column C) (Column D) (Cohnn E) ( ~ o l h~ ~ -- F) 

For t a b l e  wi th  i l l u s t r a t i v e  f i g u r e s ,  
s ae  Commentary, page C - 42. 

(b) Qual i fy ing  wages.--(same as i n  b e n e f i t  formula A.) 

( c )  Maximum p o t e n t i a l  benefits.--The maximum p o t e n t i a l  baa i c  

b e n e f i t s  of any i n su red  worker i n  a b e n e f i t  y e a r  s h a l l  be equal  t o  

t w e n t p s i x  t imes his bas i c  weekly b e n e f i t  amount. In a d d i t i o n  he  s h a l l  

be e n t i t l e d  to  dependentst  allowances f o r  each week of h i s  unemployment 

f o r  lrfiich b e n e f i t s  a r e  payable. 

( A 1  t e r n a t i v e  provi  .don: maximum p o t e n t i a l  
b e n e f i t s  varying wi th  base-period wages) 

( c )  Maximum p o t e n t i a l  benefits.--The maximum p o t e n t i a l  basic-
b e n e f i t s  of  any in su red  worker i n  a b e n e f i t  y e a r  s h a l l  be the  l e s s e r  of  

(1)  twenty-six t imes his bas i c  weekly b e n e f i t  amount and (2 )  one-half of 

h i s  wages f o r  insured'work pa id  du r ing  his base  per iods  Provided, p a t  i f  



Section 3(c) (Benefit formula B) 

such t o t a l  amount of benefits i s  not a multiple of his basic weekly 

benefi t  amount, It shall be computed t o  the next higher multiplp of 

that amount. I n  addition he ahall  be ent i t led  to dependents' allw-

ancea f o r  each week of his unemployment f o r  which benefits are payable. 

(d) Benefit fo r  a week of unemployment,--(Same as i n  benefit  

formula A.) 

(e)  Definition of dependent.--(Same as i n  benefit fonnula A * )  

(Benefit formula C I a uniform fract ion of high-quarter wagea 
with augmented b e n di ts  generally equal to  60c70 percent 

of average weekly wages) 

(a) Weekly benefi t  amount,--(Same as i n  benefit formula A, 

refarring to table 4.) 

Table 4 

Basic wee- benefit  amount figured as one twenty-eixth of high-
quarter wages, d t h  augmented benefits equal t o  60 percent of 

average highquar te r  weekly wage f o r  claimnt with 1 
dependent; 65 percent, w i t h  2 dependents; and 70 

percent, ~ 5 t h  3 or more dependent8
To Basic Augmented weekly benefit  amount Bb.Lnfmum -

quarter weekly 1depend- 2 depend- 3 o r  more q u a l i m  
wages bemf it ent  ents dependents aagee-(C~lumnA) (Column B) (Column C) (Column D) (Column E) (Colunm F) 

For table with i l l u s t r a t i v e  figures, 
see Comentary, page C - 44'. 

(b) QuaUFglng wages,--(same aa i n  benefit  formula A,) 

(c) Maximum potent ial  benefita, --(same provision and ,alter=-

tive as i n  benefl t  formula A, referr ing i n  the Mrst  p r o d d o n  to 



Section 3(c) (Benefit fornula C) 

Table 5 

Maximum potential. benefit. I n  a benefit  year, by basic weekly 
benefit and number of dependents, augmented benefit8 

figured as percentage of average weekly wage i n  
the high quarter 

0aaic Maximurn potent ial  benefits for  claimant w i t h  
weekly No depend- 1depend- 2 depend- 3 o r  more 

benefit ents ent enta dependents 
(Column A )  (Column B) (Column C) (Column D) (Column E) 

To obtain figures,  multiply by 26 the amounta i n  
columns B, C ,  D, and E of table  4, page C - 45.. 

(d)  Benefit f o r  a week of unemployment.--(Same as i n  benefit  

formula A. ) 

(e) Definition of dependent.--(Same as i n  benefit  formula A.) 

(Benefit formula .DI weighted 
high-quarter achttdule) 

(a) Weekly benefit amount.-Except as provided i n  section 3(b), 

an insured worker's weekly benefit  amount sha l l  be the amount i n  column B 

of the table  in thls subsection Bble on the l i n e  on which, i n  

column A, there appears his total wages paid for  insured work i n  tha t  

quarter of his baae period i n  which such t o t a l  wages were highest. 

Table 6 

Weekly bendfit amount figured from weighted schedule of high- 
quarter wages and qualifying wages computed a8 one and 

' onehal f  times high-quarter wages, and maximum 
potential  benefit8 i n  benefit yeas 

Hlgn- neelcly ~ n i m u m  Maxlrmun p o t e n t i d  
quarter benefi t  qua l i fm4l  benefits 
wages amount wages (26 wegks) 

(Column A) (Column B) (Column C ) ( C o l d  D) 

For table  wlth i l l u s t r a t i v e  figures,  
see Cowentary, page C - 47. 



,' , c :  L i o r i  3(b) (fie~ieflt formula D) 

t ) ( d 1 1 ; 1 3 ir.6:- - vio.gr:s .---To qualify as an insured worker tm 
! 

individual  must havo been paid wages f o r  insured work i n  h ie  bane period 

t o t a l i ng  no t  l e s s  than t he  amount i n  co1umn.C of the t ab l e  i n  sect ion 3 

( a )  on the  l i n e  on which, i n  colunm B, there  appears his weekly benef i t  

amount, and such wages must have been paid in a t  l e a s t  two quar te r s  of 

his base period t Provided, That i f  any individual  during his base 

period has not  been paid such an amount but  has been paid wages t o t a l i ng  

not less than the  amount appearing i n  column C on t he  l i n e  immediately 

above, he can qua l i fy  as an insured worker and his weekly benef i t  amount 

ahall be the  amount appearing i n  column B on such l ine .  

(c) Maximum poten t ia l  benef i t s  .--The maximum poten t ia l  benef i ts  

of any Insured worker i n  a bene f i t  year s h a l l  be the  amount i n  column D 

of the t ab l e  In  sect ion 3(a) on the  U n e  on uhich, i n  column B, there 

appears his weekly benef i t  amount. 

(Alternative provision r weighted duration 
categories f o r  1 5  t o  26 weeks) 

(c) Baaximum po t en t i a l  benef i ts  .--The maximum poten t ia l  benef i t s  

of any insured worker i n  a benef i t  year s h a l l  be the  amount equal t o  his 

weekly benef i t  amount times t he  number a t  the top of the column in 

p a r t  C of the  t ab l e  i n  this subsection fibla i n  which his wages f o r  

insured w ~ r k  paid during his base period appear on the  same l i n e  on 

which, i n  p a r t  B, there  appears h i s  weekly benef i t  amount* 



Section 3 ( c )  (Benefit formula D )  

Table 7 

Weighted high-quarter formula wlth duration categories, 15-26 weeka 

(Part  A)  (Part B) (Part  C )  

Base-period wages required fo r  weekaaf benefit8 
High- Weekly below and weekly benefit  specified i n  Par t  B 

quarter benefit  Weeks of benefits fo r  to ta l  unemployment 
wages amount 15 16 1 7  18 19 20 21 22 23 24 25 26 

For table w i t h  i l l u s t r a t i v e  figurea, 
see Commentary, page C -a, 

(d) Benefit for  a week of unemployment,--Any insured worker bho 

i s  unemployed i n  any week as defined i n  section 2 ( t )  and who meets the 

conditions of e l i g i b i l i t y  f o r  benefits of section 4 shall be paid with 

respect t o  such week an amount equal t o  his weekly benefi t  amount leere 

that pa r t  of the wagea ( i f  any) payable t o  him w i t h  respect t o  auch week 

which i s  i n  excess of $5 ,  Such benefits, i f  not a multiple of $l,shall 


be computed t o  the next higher multiple of $l. 

(Benefit formula E; uniform f rac t ion  
of high-quarter wages) 

(a) Weekly benefit  amount,-Except as  provided in section 3(b), 

an inaured worker's weekly benefit  amount sha l l  be one-twentieth of hie 

t o t a l  wages for  insured work paid during that  quarter of his base period 

in which such t o t a l  wages were highest, but not more than 8-' nor 

l e s s t h a n $  , and i f  not a multiple of $1shall be computed to the 

next higher multiple of $l. 

(b) Qualifging w a ~ . - - T o  qual i fy aa an insured worker an 

individual must, have been paid wages fo r  insured work i n  his base period, 



Section 3(b) (Benefit formula E) 

to ta l ing  not l e s s  than t h i r t y  timea his weekly benef i t  amount, and 

such wages must have been paid In a t  l e a e t  taro calendar quar ters  of his 

baae period! Provided, That i f  any individual during h i s  base period 

has not been paid such an amount but had t o t a l  wages equal t o  not l e s s  

than t h i r t y  times the weekly benef i t  amount which i s  $ll e s s  than hia 

computed weekly benef i t  amount, he can qual i fy  a s  an insured worker 

and his weekly benef i t  amount s h a l l  be such l e s se r  amount. 

(c )  Maximum potent ia l  benefits.--The maximum poten t ia l  benef i ts  

of any ineured worker i n  a benef i t  year sha l l  be the  amount equal to 

twenty-aix times his weekly benef i t  amount. 

(Alternative provisionr Maximum potent ia l  
benef i ts  varying with base-period wages) 

( c )  Maxim poten t ia l  benef i ts  ,--The maximum poten t ia l  bepefita 

of any insured worker in a benef i t  year shall be the  amount equal to 

whichever l a  the l e s se r  of (1) twenty-six times Ma weekly benef i t  

amount snd (2) one-half of his wages for  insured work paid during h i s  

base period r Provided, That if .such t o t a l  amount of benef i ts  i s  no t  a 

multiple of his weekly benefit  amount, it sha l l  be computed to  the  next 

higher multiple of h i s  weekly benef i t  amount. 

(d) Benefit f o r  a week of unemployment.--(Same as i n  benef i t  -
formula D, ) 



Section 4 

CONDITIONS FOR RECEIPT OF BENEFIT3 

SEC. 4(a) E l i g i b i l i t y  f o r  benefits.--An insured worker s h a l l  be 

eligi'c'lle f o r  and s h a l l  receive waiting-week c r ed i t  I./ or benef i ts ,  as-
the  case may be, f o r  any week of h i s  unemployment with respect  t o  rh i ch  

he has no t  been determined t o  be disqual i f ied  under sect ion 4(b) i f  such 

worker has, i n  accordance with regulations prescribed by the  conxnissionar, 

w i t h  respect  t o  such week t 

(1) f i l e d  a not ice  of h i s  unemployment; 

(2) reg i s te red  f o r  work; and 

(3) c e r t i f i e d  f o r  waAting-week c r e d i t  or f i l e d  a claim f o r  

benef i ts ,  a s  the  case may be, 

No benef i t s  a r e  payable f o r  a waiting week and no benef i ts  a r e  payable 

fo r  any week of unemployment occurring w i t h i n  the benef i t  year p r i o r  t o  

the completion of such wait ing week, except t h a t  no insured worker s h a l l  

be required t o  serve a wait ing week i f  the  f i r s t  week of his unemployment 

occurring within a benef i t  year  i s  immediately preceded by a week of 

unemployment i n  t he  preceding benef i t  year f o r  which benef i t s  a r e  payable. 

(b) Disqual i f ica t ions.--An insured worker s h a l l  not  be disquali-  

f i e d  f o r  waiting-week c r ed i t  o r  benef i ts  f o r  any week of his unemployment 

unless  with respec t  t o  such week t h e  commissioner f i nds  t h a t t  

(I) He was not  a N 9  tg work OP ww not ava i lab le  f o r  ssl8Wle 

work fw such peek; o r  

1/ If a S t a t e  l a w  does not require  a wait ing period, a l l  references to- waiting-week c r ed i t  should be omitted. 



Section l , (b)(2) 

(2) He l e f t  su i tah le  work voluntar i ly  ln thout  good cause, i n  

which case he sha l l  be disqual i f ied  f o r  the week i n  which he l e f t  work 

and the four weeks of cbntinuoue unemployment immediately following such 

week; or  

(3) He was discharged o r  suspended f o r  misconduct connected 

with h i s  work, i n  which case he shall  be disqual i f ied  f o r  the  week i n  

which he was discharged or  suspended and fo r  the four weeks of continuous 

unemployment immediately f011owing such week; o r  

( 4 )  He has f a i l ed  without good cauee e i t he r  t o  apply f o r  avail-

ab le  su i tab le  work t o  which he was referred by the  employment o f f ice ,  o r  

to accept su i t ab l e  work offered him, i n  which case he eha l l  be disquali- 

f i e d  f o r  the  week i n  which such f a i l u r e  occurred and for  the  four  rqeks 

of continuous unemployment immediately folluwing such week; o r  

( 5 )  For such week or  any p a r t  of such week he has received or  

18 seeking unemployment benef i ts  under any other emploment secur i ty  

law, bu t  i f  the  appropriate agency f i n a l l y  determines t h a t  he is no t  

e n t i t l e d  t o  benef i ts  under such other law, t h i s  paragraph s h a l l  not 

apply; o r  

(6) For such week his unemployment was due t o  a stoppage of work 

then ex i s t i ng  because of a labor  diapute a t  the  factory,  establishment, 

o r  other premises a t  which he i s  o r  was last employed, and f o r  purposes 

of t h i s  subsection, each separate department of the same premises which 

i s  comnonly copducted as a separate business i n  separate premises s h a l l  

be deemed t o  be a eeparate factory,  establishment,or other premises: 

Provided, That this paragraph s h a l l  not apply i f  the  commissioner f inds  

that-
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\ % $( A )  Ilc v riot p a r t i c i p a t i n g  i n  or  d i r e c t l y  in te res ted  i n  the 

labor dispute which caused the stoppage of work; and 

( 0 )  He did, not belong t o  a grade or  c l a s s  of workers of which, 

immediately before the commencement of the  stoppage, the re  were members 

employed a t  the premises a t  which t h e  stoppage occurred, any of whom 

were par t i c ipa t ing  i n  or d i r ec t l y  in te res ted  i n  the dispute. 

(7)  Within t h e  24 calendar months immediately preceding such week 

he &is, with in ten t  t o  defraud by obtaining any benef i ts  not  due under 

t h i s  Act, made a f a l s e  statement o r  representa t ion of a mater ia l  f a c t  

knowing it t o  be f a l s e  or  knovingly f a i l e d  t o  disc lose  a material  fact ,  

i n  which case he s h a l l  be disqual i f ied  for t he  week i n  which the com-

missioner makes such determination and f o r  not more than the -weeks 

immediately following such week, Provided however, That no diaqualik 

f i c a t i on  s h a l l  be imposed i f  proceedings have been undertaken against  

the  clainrant under sec t ion  lh (a ) .  

( c )  Su i tab le  work.--(l) Notwithstanding any other provisions 

of this Act, no work s h a l l  be dimmed su i t ab l e  and benef i t s  shal.1 not be 

denied under any provision of this Act t o  any otherwise e l i g i b l e  ind iv i -  

dual f o r  r e f i s i ng  t o  accept new work under any of the  following 

conditions t 

(A)  If the  posi t ion offered is vacant due d i r e c t l y  t o  a s t r i ke ,  

lockout, or other labor dispute; 

(B) If t h e  wages, hours, or other conditions of bhe woPk offered 

a r e  subs tan t ia l ly  less favorable t o  the  individual  than those prevail ing 

fo r  similar work i n  the l oca l i t y ;  

(c) If, as a condition of being employed, the  individual  would 

be required t o  join a company union or t o  res ign from ar r e f r a i n  from 

joining any bona f ide  labor organization. 



(2) In determinink whether  any m r k  i s  sui table  fo r  a claimant 
l 

and i n  determining t h e  ex:.stence of good cause f o r  le'aving o r  r e f u e b g  

any work, t h e  commissioner sha l l ,  i n  addition t o  determining the  existence 

of any of the  conditions specified in section 4(c)(l), consider the degwe 

of r iak t o  t,he claimant's health, safety,  and morale, Mu physical f i t ness  

for  the work, h i s  pr ior  training and experience, his pr io r  earnings, the 

length of his unemployment, his prospec'ta f o r  obtaining work a t  h i s  

higheat a k i l l ,  the diatance of t h e  available work from hi8  residence, 

Na prospects fo r  obtaining loca l  work, and auch other fautors a8 would 

influence a reasonably prudent pereon i n  the claimant's circumatances. 



Section 5 

DETFXMINATIONS, NOTICES, AND PAPMENTS OF BENEFITS 

m. 5(a) Payment of benefits,--8enefits sha l l  be paid through 

public employment o f f ices  i n  axordance  with regulations prescribed by 

the  corwissioner . 
(b) Information t o  workers on benef i t  r i g h t s  ,-The comiss ioner  

. 
sha l l  supply t o  each'employer, without cost  t o  the  employer, printed 

statements concerning the regulations applicable t o  the  establishment 

of benef i t  r i gh t s  and other  m$teriala r e l a t i ng  t o  t h e  administration of 

this Act, Each employer shal:. post  such pr inted statements and maintain 

them i n  places read i ly  accessible t o  h i s  workers and s h a l l  supply copies 

of such printed etatements t o  his workers, 

( c )  Notice by employlng unit.--An employlng un i t  having knowl- 

edge o f  any f a c t s  which may af fec t  an individual ' s  right to waiting..rrreok 

c r ed i t  or  benef i t s  shall notif'y the  commiseioner of such f a c t s  pmmptly, 

i n  accordance orith regulations prescribed by t he  cormPissioner, 

(d) Determinations,--(1) Any individual may f i l e  a request  f o r  

a determination of his insured s t a t u s  i n  accordance with regulationa 

prescribed by the c o d s s i o n e r .  Upon such request, or ,  i f  no such 

r q u e s t  has been made with respect  t o  a current  benef i t  year, upon t h e  

f i l i n g  of a not ice  of unemployment, t he  commissioner sha l l  promptly 

determine such individual's insured status. A determination t h a t  an 

individual  i a  an insured worker sha l l  remain i n  e f f e c t  throughout t he  

benef i t  year fo r  which i t  is made, unless modified i n  accordance with 

sections 5 ( f )  and (g). 
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(2)  Khen an insured worker f i l e s  a not ice  of unemployment, the 

commissioner s h a l l  deterndne promptly whether such worker i s  disqual i f ied  

under any of t he  provisions of sect ion 4(b) except paragraph (1) b~ 

reason of any f a c t s  which existed on the da t e  such not ice  was f i l ed ,  

\ ( 3 )  Thereafter, ( A )  whenever it i s  necessary t o  determine a 

claimant,'s r i g h t  t o  waiting-period c red i t  or benef i ts ,  the  commissioner 

s h a l l  determine promptly whether the claimant i s  disqual i f ied  under t he  

applicable paragaphs  of sect ion 4(b) except paragraphs (1) and (5) for  

tlach week of t h e  period of continuous unemployment i w e d i a t e l y  following 

t he  f i l i n g  of a not ice  of unemployment with respect  t o  wbich he has not  

previously c e r t i f i e d  f o r  waiting-veek c r ed i t  o r  f i l e d  a claim f o r  bene- 

f i t s ;  and (B) when the  claimant c e r t i f i e s  f o r  waiting-week c r e d i t  or 

f i l e s  a claim fo r  benef i t s  f o r  any such week of unemployment, t he  commis- 

sioner shall determine promptly whether such claimant has s a t i s f i e d  t h e  

kondit ions of sect ion 4(a)  and whether he i s  diequal i f ied  f o r  such week 

under sect ions  4(b) (1) and (5). 

( 4 )  Whenever a determination whether a claimant i s  d i squa l i f i ed  

involves the  app l ica t ion  of sect ion 4(b) (6), the commissioner may r e f e r  

the case t o  t he  board of review fo r  hearing and decision i n  accordance 

with sec t ion  6, 

-( c )  Written no t ice  of determination,-(1) Written not ice  of 

o determination of insured s t a t u s  s h a l l  be Purnished t o  the claimant 

promptly. Such not ice  s h a l l  include a s ta tanen t  as t o  whether the  

claimant i s  an insured worker, the amount of wages f o r  insured work 

paid to' him by each employer during h i s  base period, and the  employers 
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by ~ h mch ~angue w o r n  paid. For an inoured rorkor the  not ice  s h a l l  o


includo a l so  Ma benef i t  ywr, h i s  basic weakly benef i t  amount, h ie  aug-

mcnted woekly benef i t  amount i f  he  haa dependenix, and the maximum amount 

of benafita t ha t  may be paid t o  h i m  for  h i s  unemployment during such p a r ;  

f o r  a rorkar who is not inaured, the  not ice  s h e l l  include the  reaeon kor  
e 


auch deteminat lon.  
! 

( 2 )  If the commiaoionm tioteminea purouant to sect ion 4 t ha t  a 

c l a i r a n t  i s  no t  o l i g i b l e  to  rscolve waiting-week c red i t  o r  b n e f i t a  for 

any woek or weeks, he ohdl1 promptly furnish t o  such claimant wr i t t en  

no t ice  of EU& dotominat ion tog'3thor with a statement of the reasons , 

therefore and of t h e  period cornred by such determination, Written no- 

t i c e  of such dstarzainat;ion shall bo given to the claimant only once 

. d t h  respect  t o  t h o  period covered by t he  do-tion except tha t  if 

tho cormniasioner detonninea that such claimant i s  d i ~ u a l i f i e d  f o r  an 

i n d e t o ~ t eperiod ltrvier the  pmviti~ions of sect ion 4(b) ( l )  o r  (6) t 

reason of the 8 m o  f acta, wr i t t en  notice of auch detenaiaation w i t h  
> 

reopect to  the f b a t  of such weeks s h a l l  be furniehed to  the claimant 
, -

promptly; thereafter, m i t t e n  not ice  of such de temlna t ions  with re;psct 

to any rsubsequent week o r  weeks  f o r  which a claimant has f i l e d  a claim 

s h a l l  be furnish& t o  hian promptly upon h is  request, o r  i n  the  absence 

of such rsqueat ,  s h a l l  be furnished promptly Kith respect  t o  each period 

of not more than four  weeks. 

(3) ?he last employing unit which employed a claimant sha l l  be 

e n t i t l e d  t o  receive  wr i t t en  not ice  of a determination made pursuant t o  

sect ion 4(b) only i f  it has furnished information to the  commiaaioner i n  

accordance with sect ion 5(c) p r i o r  to such determination; and the 



w\or  T ~ Aill promptly give such employing unit written notice of anyT=".nRi 
&,termiriatlori ruada pursuant t o  section b(b) which i s  based i n  whole or 

in part on the infornkation furnished, together'lrith the reasons therefor, 

or, i f  i t  is determined t h a t  the individual concerned i a  not an insured 

writer, mitten notice t o  that effect. 

(4) Written not ice  of any determination t o  which any party is 

mititled shal l  be givan prorhptly by dslivery thereof or by Miling to 

bir h a t  knom address. Such notiue shal l  Include 8 clear  statement of 

tb appeal r i g h t s  of ths parties. 

(5) A benefit  p a p e n t  ahall be d e e W  a determination,' and a 

motlea t o  the claimant, t h a t  he i r  e l ig ib l e  to receive the  payment f o r  

the pried covered thereby. 

(f) Mnali ty of deter&iaticn.--A detelmrination shall be d e a d  

3- uale8rr a party ent i t led  to notice thereof applie8 f o r  reconsiderr- 

a o a  of tbe deterariaation or appeals therefrom rrithin seven day8 &tar 

fhe notice was mailed tn h i s  l a s t  knam addresa or  otherwise delivered 

to him Provided, such period may be extended for good cause. 

Reconaideration of detannination. --(1 ) The commissioner 

uy In his discrbtion reconsider any determination upon application by 

.ty.pwtg eatitled to notice thereof f i l e d  within the period authorfsd  

roction ~ ( f )  o r  on h i s  own motion within rwen days a i t e r  the date 

of tRe deterrrdnation: Provided, That subject t o  the sams limitatlone, P 

a decirdoa Ln a case referred to the boami. of revleu for  determination 

War tha pooririona of section 5(d)(4) may, in the dirrcretion of the 

board of revlew, be wconsiderd by the  body which rendered ouch 

$eci#ioa, or, if'the decision was rendered by an appeal tribunal which 
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is not available, by a tribunal designated f o r  such purpose by $he board 

of review. 

(2) A t  any time within one yesr fmm t h s j d a t e  of a , d e t e & n a v o n  

of insured s tatus ,  tho commissioner on his arm motion may reconsider such 

determination if he f inds ' t ha t  an>error  i n  computation or. Sdentity hau 

occurred i n  connection therewith or  Qat additionallrages pertinent to 

the clqimantls insured s ta tus  have become available, or i f  such.det&rmin- 

at ion of insured s ta tus  wag made as a resu l t  of a nondiaclorrure or  mlarep- 

resentation of a material fgct.  
f 

(3) A t  any time within two para  from the end of any week with 

respect t o  which a detewinat ion allowing o r  de- waiting-week c red i t  
& 

or  benefi,ts hers been made, the commissioner on Ma omprotion may recon-

a'sider  such deternination if he finds t h a t  such walting-week credi t  :or 

benefits were allowed or denied as  a result of a nondisclosure or mispp-

resentation o f  a material fact* 

(4)  I n  any case in:which the commjssianer i s  authorized by the  

other provisions of t h i s  subsection t o  reconsider argr determination ba t  

the flnal decision i n  the case h& been rendered by an appeal t r ibunal ,  
6' 


the board of review, o r  a court, the c o d s s i o n e r  may pet i t ion  thg b o g  

or the courtuhl&, rendered+such final decis&on to  issue a revised 

decision, 

(5) Written notice of any redetermination shall be given 

*rpromptly in the  same manner, i n  the same form, and t o  the same parties, 

as provided i n  section 5(e). 



entitled to notice thereof files an appeal dthb rerssr day8 after the 

prompt4 in aceomlaace with 8 detemiaatlon or redetermination under 

If .a application for rec~idoration 10 d\Jf made er ur weal is  dulJr 

alod, beneflta w i t h  reepect to m & a  of \raaplopmt not in.dI8pute 

(2) The coawnccwnt of 8 proc- for Judicial rhew PUP 

mant to section 6(1) ahall not operato u a mapersadma or rtey unlear 

ivrtha rpp..l, ud no injunction, uuperraleu, sty, or other wrlt or 

bdud or .qjr court; but i f  such deciaiqa i r  f-lj ravarred, bbnefltr 
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( i )  Payment of benefits due deceased or mentally incompetent 

insured worker.--Benefits due and payable to  a deceased or judicially 

declared incompetent person sha l l  be paid, i n  accordance w i t h  such 

regulations as  the commissioner shal l  prescribe, t o  the person or 

persons payment t o  whom the commissioner finda would effectuate the 

purposes of t h i s  Act, Such regulations need not conform ta the s ta tu tes  

applicable to  the descent and dis t r ibut ion of decedents1 estates ,  A 

receipt  from the person or  persons t o  whom the commissioner makes payment 

shall f u l l y  discharge the fund and the c o d s s i o n e r  from l i a b i l i t y  for  

such benefits . 
(3)  Recovery and recoupment.-(1) Any person who makes, or 

causes to be made by another, a f a l se  statement or representation of a 

material f a c t  knowing it t o  be f a l se  o r  knowingly f a i l s ,  or causes 

another to f a i l ,  t o  disclose a material fac t ,  and as  a r e su l t  thereof 

has received any amount as benefits under this Act t o  which he was not 

en t i t led  shal l ,  i n  the discretion of the c o ~ s s i o n e r ,  be l i a b l e  to 

repay such amount t o  the coxrmissioner f o r  the fund o r  to have such 

amount deducted from any future benefits payable to him under this A c t  

within the two-year period following the finding, i f  the d s t e n c e  o.F 

such nondiaclosure or  misrepresentation has been found by a court of 

competent Jurisdiction or i n  connection with a reconsideration or  appeal 

pureusat t o  this section o r  section 6. 

(2) No redetemdnation OF decision shall be construed t o  author-

ise the recovery of the amount of any benefits paid to  a claimant or the 

deduction of such mount fran future benefits payable t o  him unlesa tho 

written notice of such redetermination o r  decision specifies that  he i e  

43 
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l i a b l e  to  repay to  the fund t h e  amount of benefits paid to  him by reason 

of a npndieclosure or miarepresentation of a material f a c t  a s  specified 

in aec Lion 5(3) (1), the nature of such nondisclosure or misrepresentation, 

and the week o r  weeks f o r  which such benefits were paid. 

(3) In  any caee i n  which under section 5 ( 3 )  a claimant i s  

l i a b l e  to repay any amount to  the conunissioner, such amount sha l l  be 

col lect ible  wlthout in t e res t  by c i v i l  action in the name of the commissioner. 

(k) Waiver of r ights  void.-Any agreement by an i nd iddua l  t o  

waive, release, or  comute hie r ights  t o  benefi$s or any other r ighta  

under this Act  sha l l  be void. Any agreement by an individual performing 

servlce f o r  an employer t o  pay a l l  or any pcrtion of any contributions 

required under this Act from such employer shall be void. No employer 

shall d i rec t ly  or indirect ly  make or r 4 u i r e  or accept any deduction 

from wages t o  finance the contributions required from him, require or  

accept any waiver of any r igh t  hereunder by individual. i n  hi8 employ, 

discriminate i n  regard t o  the hir ing or tenure of work or any term or  

condition of work of any individual on account of h is  claiming benefit8 

under this Act, or i n  any manner obstruct or  impede the claiming of 

benefits. 

(1) Assignment of benefits.--Any assignment, pledge, or  encum- 

brance of any r igh t  t o  benefits Wch a r e  or may become dim ,or pwalidk 

under this Act shall be void; and such r%,ghtat o  benefits s?uill be 

mempt from levy, execution, attachment, order f o r  the payment of 

attorney fees,  o r  any other remedy whatsoever provided for  the collection 

of debt; and benefits received by any i n d i x k d u a l ,  so long as they are 
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not mingled wi th  other funds of the recipient, shal l  be exempt from an^ 

remedy whatsoever for the collection of a l l  debts, except debts incurred 

for  necessaries furnished t o  such individual or hie apouse or dependents 

during the tine when such individual was unemployed. Any waiver of W 

exemption provided for i n  th i s  subsection shal l  be void, 



Section 6 

APPEALS 


a.6(a) Appeal trj.bunale.--lhe board of review shall appoint 

one o r  more referees, selected in accordance rftb. section 13(d), each of 

whom shall conotitute an appeal t r ibunal  t o  hear and decide appeals Frcm 

determination8 and redeteminetiona. Ihe board of r e v i m  mey In its dir-

cretion appoint a t r i p a r t i t e  appeal tr ibunal t o  hear and decide case8 

Involving sectlona 4 (b) (6) or 4 ( c )(1) , consolidated appeals, o r  other 

appeals, aa appropriate. A tripartite t r ibuaa l  sha l l  consist  of one 

referee selected pursuant to section 13(d) who sha l l  a c t  a s  chalman, one 

representative of employers, and one representative of aaployeerr. 'Ihe 

latter two may be selected ulthout regard t o  aection 13(d), r h a l l  r e n e  

a t  the pleasure of the board o f  review, and shall be paid a fee of not 

more than $-per  day of act ive service on such tribunal plus neces- 

sary expenses. In  the abaence or  disqualification of any member of tbe 

t r i p a r t i t e  appeal tribunal, the board of review appoint an alternate. 

l o  hearing ahal l  proceed in  the absence of tbe chairnura of #e appeal 

tribunal and the chairman shall a c t  alone in the absence of any other 

member and h i s  alternate.  

(b) Review by appeal tribunal.-d4y partq entitled to notice of 

determination a s  provided i n  aectlon 5(e) may f i l e  an app8al from the 

datermination t o  an appeal t r ibunal  wtthin the  tlme specified i n  aac-

and 5(g)(6). However, appeal f rcon a d e t a d n a t l o n _bytiona ~ ( f )  

bhs conmledoner or an appeal trlbunal which involves section 4(b)(6) 

sha l l  be made, to the board of review. rPle p m t i e e  t o  pn appereil frm a 

determinntion aha l l  include all  those en t i t led  t o  notice of the deter-

mination, and We c o ~ t a s i o n e r .  Whenever an appeal inarolvw a question 
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whether s e r v i c e  c o ~ l s t i t u t e s  insured  work, t he  t r i b u n a l  s h a l l  give n o t i c e  

of the appea l  and t h e  i s s u e s  involved t o  the commi3sicnc5r and to t h e  

employing u n i t  f o r  which such s e r h c e  was performed; and t h a t  employing 

u n i t ,  i f  not a l r eady  a par ty ,  s h a l l  then become a p a r t y  to the appeal .  

- I f  a n  appeal  from a determinat ion i s  pending as of t h e  d a t e  a redetennl-

n a t i o n  i s  i ssued ,  t h e  appeal  u n l e s s  withdrawn s h a l l  be t r e a t e d  as an  appea l  

from ,such redeterminat ion.  Appeals may be withdrawn a t  t h e  r e q u e s t  of  t h e  

a p p e l l a n t  and with the  ~ e r m i s s i o n  of t h e  appeal  t r i b u n a l  i f  t he  record  pre- 

ceding the  appeal  and t h e  r eques t  f o r  t h e  withdrawal support  t h e  c o r r e c t -  

ness of t h e  de te rmina t ion  and i n d i c a t e  t h a t  no coercion o r  f raud i s  

involved in the  withdrawal. I n  a d d i t i o n  t o  the  i s s u e s  r a i s e d  by t h e  

appealed de termina t ion  t h e  t r i b u n a l  may hear and dec ide  any a d d i t i o n a l  

issues a f f e c t i n g  t h e  c l a iman t ' s  r i g h t s  t o  b e n e f i t s  i f  a s  of the d a t e  o f  

) hear ing  t h e  commissioner has i ssued  no f i n a l  de te rmina t ion  concerning 

such a d d i t i o n a l  i s s u e s  and the  p a r t i e s  involved have been n o t i f i e d  of 

t h e  hea r ing  and o f  the  pendency of such a d d i t i o n a l  i s sues .  

(c) Hearing procedure and--record.--A reasonable oppor tuni ty  f o r  

a fair hear ing  s h a l l  be a f forded  a l l  p a r t i e s  promptly. An appeal  tri-

bunal s h a l l  i n q u i r e  i n t o  and develop a l l  f a c t s  bearing on the i s s u e s  and 

s h a l l  rece ive 'and  cons ider  evidence wi thout  r ega rd  t o  s t a t u t o r y  and oommon- 

law r u l e s ,  The appeal  t r i b u n a l  s h a l l  i nc lude  i n  t h e  record  and cons ider  as 

evidence a l l  r eco rds  of t h e  commissioner t h a t  a r e  m a t e r i a l  t o  t h e  i s s u e s .  

The board s h a l l  adopt  r e g u l a t i o n s  governing t h e  manner of  f i l i n g  appea l s  

and t h e  conduct of hear ings  and appea ls  c o n s i s t e n t  wi th  t h e  p rov i s ions  of 

this Act. A record s h a l l  be kep t  of a l l  testimony and proceedings i n  an 

appeal ,  b u t  testimony need n o t  be t r ansc r ibed  un le s s  f u r t h e r  review 

i s  i n i t i a t e d .  Witnesses subpoenaed pursuant  t o  s e c t i o n  13(g) 
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s h a l l  be allowed fees a t  a rate fixed by the  commissioner; and the fees  

of witnesses ~ubpoenaed on behalf of the commissioner or  of any claimant 

s h a l l  be deemed p a r t  of t h e  expense of administering t h i s  Act. !he corn-

misdoner ,  any member of an appeal t r ibuna l  o r  of the  board of r e v i e r ,  o r  

any person ac t ing  on h i s  behalf,  s h a l l  i n  no case par t i c ipa te  i n  any 

appeal i n  which he has a d i r e c t  or i nd i r ec t  i n t e r e s t o  

(d) Consolidated appeals,--When the  same or  subs tan t ia l ly  similar 

evidence i s  material  t o  the matter i n  i s sue  with respect  to more than one 

individual ,  the  same time and place f o r  considering a l l  such oases may be 

fixed,  hearings thereon j o in t l y  conducted, a s ing le  record of t he  proceed- 

in(:s made, and etridence introduced with respect  t o  one proceeding con-

sidered a s  introduced i n  the others, provided no par ty  i a  prejudiced 

thereby. 

(e)  Notice of decis ion of appeal t r ibuna l  and time fo r  appeal.-- 

After a hearing an appeal t r ibunal  aha l l  make f indings  and concluaions 

promptly and on t he  basis thereof affirm, modlfy, or  reveres  the  c o w  

missionerts determinationo Each party s h a l l  be furnished promptly a 

copy of the decision and the supporting findings and concluaions; t h i s  

decision s h a l l  be f i n a l  unless fu r the r  review is i n i t i a t e d  pumuant ta  

rec t ion  6(f)within seven aays a f t e r  the  decision has been mailed t o  each 

p a r t y f a  last  k n m  address or otherwise delivered to h i m r  Provided, That 

u,uch pariod may be extended f o r  good cauae, 

( f )  Redew by the  board of review,-dn appeal t o  the board of 

review by any p a r w  aha l l  be allawed a s  of r i g h t  i f  the appeal tribunalf# 

decision reversed or  modified the caamisaionerts determination, o r  If a 

question a r i s i ng  under sect ion 4(b)(6) or  (7) i s  preaentedj in a l l  other 
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c,ases fu r ther  appeal s h a l l  be permitted only at the  d:,scretion of t h e  

board of review. m e  board on i t s  own motion may i n i t i a t e  a r e v i m  of 

a decision o r  de temina t ion  of an appeal t r ibuna l  n i t h i n  seven day8 a f t e r  

t he  date  of  the decision, Ihe board may affirm, modify, or reverse the 

f indings or conclusions of the  appeal t r ibuna l  aolely on the  basie  of 

evidence previously submitted, o r  upon the  basis  of such addi t ional  

evidence a s  it may d i r e c t  t o  be taken, 

(g) Labor disputes l  doterxlnations and appeals.--In any case 

involving sect ion 4(b)(6) which i s  re fe r red  t o  t h e  board of review f o r  

determination, the  board may designate an a p p e d  t r ibuna l  t o  hear  and 

decide the  case. ?he determination of the  appeal t r ibuna l  s h a l l  then 

be appealable, as of right, t o  t h e  board of review u l t h i n  t he  same 

period as t h a t  p rodded  f o r  appealing ,a determination made by t h e  com- 

missioner. If the  board e l ec t s  t o  make the  determination, it 8hal.l 

afford a l l  parties a f a i r  hearing a s  required by this sect ipn ulth 

respect  t o  proceedingo before an appeal tribunal.. No fu r the r  adminis-

t r a t i v e  appeal s h a l l  be perrmtted from t h e  board1s determination i n  t h a t  

case, but jud ic ia l  review may be i n i t i a t e d ,  as provided i n  sectfon 6 ( i )*  

(h) Removal t o  the board of review .--The board may remave to 

i tae l f  o r  t ranafer  t o  another appeal t r i buna l  any appeal pending before 

an appeal tr ibunal .  ?he pa r t i e s  any appeal so removed t o  t h e  board 

before a f a i r  hearing has been completed s h a l l  be given a f a i r  hearing 

by the board as required by th in  sec t ion  with respect  t o  proceedings 

before an appeal t r ibunal ,  

( i )  Notice of decision of board of review and judic ibl  review.- 

(1) Each party including t h e  comcmiasioner s h a l l  be furnished promptly a 

ccpy of the decision and the supporting findings and conclusions of the 
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board of review. The d e c i s i o n  s h a l l  be f i n a l  unless a p a r t y  i n i t i a t e s  

j u d i c i a l  review by f i l i n g  i n  t h e  -c o u r t  o f  -a p e t i t i o n  f o r  review 

wf t h i n  f i f t e e n  d a y s  a f t e r  t h e  boa rd ' s  d e c i s i o n  has been mailed t o  each 

p a r t y ' s  l a s t  known addres s ,  o r  otherwise de l ive red  t o  him. For t h e  

purpose8 of  j u d i c i a l  review, an  appeal  t r i b u n a l ' s  d e c i s i o n  from w-hich a n  

a p p l i c a t i o n  f o r  appeal  has  been denied by t h e  board s h a l l  be deemed t o  be 

t h e  d e c i s i o n  o f  t h e  board of review, except  t h a t  t h e  t ime f o r  i n i t i a t i n g  

j u d i c i a l  review s h a l l  run from t h e  date of t h e  mai l ing  o r  d e l i v e r y  of t he  

n o t i c e  o f  the d e n i a l  of the  a p p l i c a t i o n  f o r  appeal  by t h e  board of r e v i e r .  

The p e t i t i o n  f o r  review a h a l l  s t a t e  t he  grounds upon which review i a  sought  

b u t  need n o t  be v e r i f i e d .  Exceptions taken  t o  t h e  r u l i n g s  of t h e  board o f  

review a h a l l  n o t  be necessary  t o  o b t a i n  j u d i c i a l  review nor s h a l l  a bond 

be r equ i r ed  e i t h e r  as a condi t ion  o f  i n i t i a t i n g  a proceeding f o r  j u d i c i a l  

review o f  a de termina t ion  o f  b e n e f i t  r i g h t s  o r  of e n t e r i n g  a n  appea l  from 

t h e  d e c i s i o n  of  t h e  c o u r t  upon such review. 

(2) The board of review and a l l  p a r t i e s  t o  t he  proceedings be fo re  

it s h a l l  be p a r t i e s  t o  t h e  review proceedings. I f  t h e  commissioner i s  a 

p a r t 3  respondent ,  the p e t i t i o n  s h a l l  be served by l e a v i n g  w i t h  h i m ,  o r  

any r e p r e s e n t a t i v e  whom he des igna te s  f o r  t h a t  purpose, as many cop ie s  

of  the p e t i t i o n  a s  t h e r e  a r e  respondents .  The cornmiesioner s h a l l  f i l e  

w i th  t h e  c o u r t  c e r t i f i e d  cop ie s  of t h e  record  of t h e  case  t o g e t h e r  w i th  

h i s  p e t i t i o n  f o r  review o r  h i s  answer t o  t h e  a p p e l l a n t ' s  p e t i t i o n .  Upon 

the f i l i n g  of a p e t i t i o n  f o r  review by t h e  commissioner, o r  upon s e r v i c e  

of a p e t i t i o n  upon him, the commissioner s h a l l  send a copy of  t h e  p e t i t i o n  

by r e g i s t e r e d  mmil t o  each pa r ty  and such mai l ing  s h a l l  c o n s t i t u t e  s e r v i c e  

upon the part ies .  
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(3 )  'Iho jurisdiction of the reviewing coqrt  s h a l l  be confined 

t o  questions of law, and, i n  the  absence of f raua ,  the f indings of f a c t  

by the h a r d  of revion, i f  aupported by substant la1  evidence regardless 

of statutory or common-law ru les ,  aha l l  be conclusive, Additional 

evidence roquired by the cour t  s h a l l  be taken before the board of review! 

and the board, a f t o r  hearing such additl.ono1 evidonce s h a l l  f i l e  w t t h  

tho court  ouch a d d i t i o m l  or  m d i f i o d  f indings of f a c t  or conclueions 

, an it m y  nnka, t o p t h o r  w i t h  transcrlptzi o f  tho addi t tonal  rocord.  A l l  

proeoadin;?~undar this sect ion ohal l  bo heard surmnnrily and given pre- 

codonca ovar a l l  othor c i v i l  canaa except those a r i a i n g  under t he  work- 

nan's conpenoation l a w  of th ia  Sta te ;  appeal6 involving benef i t  r i g h t s  

ahall ba given pracodonce over' all o the r  caasa a r i a i ng  under t h i a  Acto 

An appeal may bo tpksn from the docision of t h e  -c o u r t o f  . 
%o the -cour t  of -In the same manner conlriatent with the px O-

vlaiona of t h i a  Act as provided i n  c i v i l  caaea. 

(j) Concluoivenesa of f i n a l  deterndnatlona and decisions .--
h c o p t  i n so f a r  as them i s  a redetermination under aection 5(g) of t h i a  

Act, all f iml  deterrminationer and decis ions  shall be conclusiva upon 

crrnploying unite with not ice ,  the cormiasioner, and the  claimant. No 

f i n a l  dohrminat ion o r  dcciaion a s  t o  benef i t  r i g h t s  s h a l l  ba sub jec t  to 

collatcaral attack by an employing unit regardleas of notice. 'be 

ammiaaionar, b.ppe~vJ.t r ibuna l ,  or  board of review shall reopen a deter-

d n a t i o n  o r  docision o r  revoke permiasion f o r  withdrawal of an appeal 

i f  (1)he or it f i nds  t h a t  a worker w q l o y e r  has been defrauded o r  

aomcad in comsc t ion  with t he  ds terninat ion,  decision,  o r  withdrawal 

of tha appeal, and (2) the  defrauded o r  coerced peraon informs the appro-

p r i a t e  o f f i c e r  o r  body of the  f raud o r  coercion rr i thin s i x t y  day8 &f ter 
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-, 

he has becane annre of t h e  fraud o r  v l t h b  sixty days a f t e r  t h e  coercion 
? 

has been removed. 

(k) Rule of decision and ce r t i f i c a t i on  t o  board of review.-- 

F'itial decisions of t h o  board of roview and the pr inciples  of law declared 

i n  t h e i r  support sha l l  be binding i n  a l l  subsequent proceedings involving 

similar questions unless  expressly or impliedly overruled by a l a t e r  

decision of t he  board o r  of a court  of competent jur isdic t ion,  Final  

decisions of appeal tr ibunal8 and t h e  pr inciples  of law declared i n  

t h e i r  support shall be binding on the commissioner, and shall fu r ther  

be persuasive author i ty  i n  subsequent appeal t r ibuna l  proceedingso If 

i n  any subsequent proceeding t h e  commissioner or  an appeal t r ibuna l  has 

t e r ious  doubt ns t o  the correctness of any principles  previously'declared 

by an appeal t r ibunal  o r  by the board of review, or i f  there i s  an 

apparent inconsistency or  con f l i c t  i n  f i n a l  decisions of comparable 

author i ty ,  then the f indings of f a c t  i n  such case may be ce r t i f i ed ,  

together Kith t h e  question of l a w  involved, t o  the board of review. 

After giving not ice  and reasonable opportunity f o r  hearing upon t he  law.  

t o  dl pa r t i e a  to the  proceedings, the  board of revlew s h a l l  c e r t i f y  ta 

the comiosioner  o r  appeal tribunal m d  the pa r t i e s  its answer t o  the  

question submitted; ar the board i n  i t s  discretion may remove t o  i t s e l f  

the e n t i r e  proceeding aa provided i n  aection 6(h) and render i t a  

decision upon t he  e n t i r e  caae. 

(1) Limitation of fees.--No claimant aha l l  be charged f ee s  or 

costa of any kind by t h e  cosrraiseioner, an sappeal t r ibunal ,  o r  the board 

of revlew, or by any court  o r  any court  o f f i c e r ,  except that a court 
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m y  aaeees costs against auch claimsnt If It determines that t h e  pro-

ceedings fo r  judicial  review have been ins t i tu ted  or continued without 

reaaanable grounds. 

(m) Representation of claimant.-Any claimant i n  any prooeediaq 

before the c d e e i o n e r ,  an appeal tr ibunal,  o r  the  board of review may 

be repnsented by counsel o r  other duly authorieed agento No such 

aounsel o r  agent sha l l  e i the r  charge or,raoeive far such service6 more 

than an amaunt approved by the board of review. 

(n) Fees of attorneys for  claimants on appeals t o  courts,--An 

attorney a t  l a w  representing-a claimant on appeal to  the aourts sha l l  

be ent i t led  to counsel fees a s  f h e d  by the court not to axceled # 

and necessary oo11rt cost6 and pzdnting disburs%ments not exceeding 

. In d i f f i c u l t  case6 the aourt t o  whioh the appeal was taken may, 

upon rpplicafAon of c o ~ e l  for  the claimant, Inmeaae such fearr, aourt 

costa, or disbursements t o  an amount which the cour tdecas  rearonable, 

Swh counsel feee, a a t 8 ,  and disbursements shall be paid by thb oopnniq-

aion.r out of employment e'ecurlty adminiatration funds in u o h  of the 

following aasest (1) any aourt  appeal from an aclminietmtirs or JucUcirl 

dealdon favorable in whole or i n  pa r t  ta the olairnent, (2) any court  

appeal by a claimant fmm a decision whioh reverses 8 decibion la &&a 

favor, (3) aw aourt appeal by a olairsent from a deoisian daqdng w 

reduoing W e f i b  d e d  l ~a la ra @or administrative or j u d i d a l  

deairrlon, (4) any a o w t  appeal aa a arpautrt oQ ahioh the chaimmt &a 

awarded barefib, (5) my court appeal by a cZalsuant from o deairrion bp 

& $rib-, board of review, or court which rar not uwlmour,  o r  (6) any 

other a o w t  appeal by a a l a i m n t  if t he  oourt firde that a rerromblo 

tprcricr ax i6 t4  for the appsal. 
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COVmAOE 

SEC, 7(a) Coverage determination.--(1) On his orm motion or 

on Um 8pplimtlon of an enqloyixg unit, the oollmdsrri~~~ar&all, oarr tha 

b u i 8  o f  fact8 found by hlm, datemine whether the eqloylng unit i s  an 

roployar .ad whether tsarvia performed for it aonrtitutes ampla~nmant, 

(2) Within one y.ar after he haa made a deteraPination under 

meotim T(a)(l), the comnlrslaner ~ ~ a y ,on Mr ore motion, reoonsider 

him daterpdaation in the l i ght  of additional evidenoe and make a 

rodo-tia~l. 

fhs aqporting faota found by the ocmmisrrianer, ahall be malled to the 

388% kwm addmrm of the emplaying unit affeat&, or o t h d r e  ddivorod 

to it. 

(4) W A t b i n  fifteen dwa after a notiae of a determination mede 

under prragraph (1) or (2) of ueotion 7(a) m a  mail& to the la~tbumP 

ddramm of m emplaying unit, or otherwise delivered to it, that m p l p  
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application under section 7(a)(4) was mailed to the l a s t  known address 

of an emplofing unit, or otherwise delivered t o  it, that smploplng unit  

rrioner shall be a party to auch appeal. The board o$' revleu ahall  

afford the parties a reasonable opportuniw for a fair  hearing as pro- 

U e d  in the cabe of heking. before appeal tribunals in seetlon 6. T b  

. . . 
m 

' . decision ras wi led-  t o  the laet i m w  addre88 of a 'pkf, a r . o % h d ~ e  . . . . . . 
delivered to it; that party in i t iates  judic@l r e a n  tn . aocord.noea . . . . . . . 

a- 

. debwfacGtfon sha l l .  be. goncluaiva, except iae to errors of! law, upon .w 
C 

. . . . 
+ I .  . ,.. 

' 8ip1oyhg' & +as. a p v ' b i  $0 ;oWh p l ' o C k b g ~  . ' 



Section 7(d) (F'iret provision) 

(First provision) 

(d) Terndnation of coverage v . - - ~ r c e p t  ae otherwise provided 

in reution 7(e) and (f) ,  an employing un i t  ehall cease t o  be an employer 

aubjeut t o  t h i s  Act as of the first day of q y  calendar year, only (1) 

I f ,  not l a t e r  than March 15 of such year, It ha8 f i l ed  with the 

comPmiseioner a written application f o r  termlnation of coverage as of 

the f h s t  day of Jsmuary, and the commiaeiones f inds t h a t  within the 

preceding calendar year the employing unit did not pay wages of $ 

or mre in aay calendar q u a r b r  f o r  emplqmient subJea% t o  thie A u t  uad 

that in the preoeding calendar year no serTdlce was performed f o r  it 

vltb raapect to which it was l i ab le  f o r  any Federal %axagoinst which 

credit; be W e n  f o r  contributions required to  be paid i n t o  the 

unemployment fund of t h i s  s ta ter2 /  or  (2) if, not  later than Wch 15 of 

ruoh ualendar year, the commiaeioner haa made such findinge on h i s  ovn 

motion) ~ o d d d , 3 /'hat for  the purpose of 4211s mabseotlon the 4x0or 

-re dl~plo3rfngu n i t s  mentlongd i n  pasaparph (2), (3), or  (4) of aeationr 

(Second provision) 

(d) 'hrnination of coverage &/.--~xcspb a8 otherr ise  provided. 

in reotion 9 ( e )  and (i), an employ$ng Plait s h a l l  ceaee t o  be an el~lp1oyw 
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subject to this Act as of the first day of anty calendar year, only (1) 

If,not l a t e r  than Harch 15  of euah year, it has f i l e d  with the commie- 

eioner a wri t ten application f o r  terndnation of coverage as of the fire3 

dsj of January, and thb c d s s i o n e r  find. t ha t  dtbin the pnoedlng , 

aalendar year there were not -di f farent  days, each day being i n  a 

d i f fe rent  calendar week, on which the employing unit had -o r  more 

individualr~i n  employmeat a b j e c t  to W e  Aot and that no servfoe was 

perform@ f o r  it with respect t o  whfoh it was l i a b l e  f o r  any F ~ d a r a l  

kr agalnst which credit may be token for coprtributions required t o  be 

pirid into the unemp1qmmt fand of t h i e  8tat0~l.J or  (2) Fe, not later 

than Yard 15 of auuh calendar year,the commissioner &a mde such 

iyadinge on his o m  motiont Provldided,g That f o r  the purpose of W e  

mabeeatlcm, the two or m e  employing units mentioned in paragraph (21, 

b tho rrarab b e n t  as al.3, other employers, as of a e  data 8 b B &  %nr euch 

.ppro.rrsil. 



Section 7(e) (2) 

(2) Any emplofing unit subject to t h i s  Act by reason of an 

election under section 7(e)(1) shall cease to be subject hereto a8 of 

January 1 of any calendar year, subsequent to the two calendar year8 

for which it elected coverage, only i f  not .later than Yarch 15 of ouch 

year, either mch eqlopFng unit haa filed rith the caramissioner 8 

notice to that effect, or the c ~ e a i o n e ron his o m  notion has given 

notice of tendnation of such coverage, 

. (t) Elective coverage of excluded aerv$ce,--(l) Any service 



Section 8 

CONmIBuTIONs 

SEC, 8(a) Payment of coartributiob,-4ontributiorrs with reapect 

to wager for  employment rhall roarus a d  become paryeble by each employer 

for each calendar year I n  which he i r  eubJeet to this Act, Such contri- 

butions shall beeme due end bb paid by each emplayer t o  the col~missioner 

for the fund, i n  sacordance with such regulations as the c d s a i o n e r  may 

prescribe, Bnd ahall not be deduced, i n  whole o r  PQ part,  froin the wagee 

o f  iadividuals i n  employ~~ent f o r  suah employer. 

(b) Bate of contributions,--Each employer ehal.1 pay conP,ributimo 

OQUto 2.7 percent of wage8 paid by him during the cdilendar year uitPI 

respeot t o  r ~ r p l o y r ~ e r r t ,except a8 o t h e n i s e  prodded &n section 8(c), (d), 

(4. 

-(o) Base of contr1butiona~--For the purpoeae of asatdon 8(a) 

ud (b) tad subsequent to -- l/ wagoe 8haU not include that part, of 

remuneration whlch after rmuneretlon equal to  $3,000 has been p a d  in 

r deariar year t o  an individual by an exployer or Mu predecessor with 

respect t o  employment during my oalendm year, is paid t o  such int3ivid.U 

by rwh employer during rruch calendar year unleae that pas% of '$he remuner-

ation is 8ubJeut to a tax under 8 Federal law lxpoeing a tax againet whioh 

oredit- bo ,fakcra for wntributDons required to be patd info tit Sit9.b 

unemploymmt find, For the gurpoeea of t h i s  uubrreatfon, the %eraamplop 

I/ h a r t  the dta as o t  .hioh the ~ t w t  ( a )amendment t o  ~ubs@etion, 
boomer ef feotive. 
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(d) Ehperlence rating-contributions based on quarterly pay-

(A) %omputstion date@ means Ikptember 30 
.I)
1/ of the year iannedt-

gtely preceding the calerriar year f o r  whiah the  contribution r a t e s  a r e  

e f f ro t ive  ; 

(B) "Pay ro l l a  means the amount of remuneration paid by en 

aaplagter or empldping uni t  k, individuale i n  i t s  employ f o r  eerrloe in  

mployment as defined in this Act; and the  tern nquarterly pay r o l l *  

m e m a  the OIIOUII~paid during a calendar quarter. For the  purpose of 

determining the rote f o r  a newly eub3ect employer the  def in i t ion  of 

mpXment i n  force a t  the time that he become^ subdect shall apply to 

r e r t i a o  performed f o r  him pr io r  t o  the date  on whiah he became8 sub3eot; 

(0) % a l i f y i n g  periodo for a pereon, firm, or  corporation which 

ha8 been an employer or an employing un i t  during the ent i re  period means 

fbe period of +meaty ooneecutive calendar quarters ending on the eomputa-

t i6n  date. In  the case of  an anployer who has not been an mploysr or  

&n employing wlk f o r  the entire twenty calendar quarters, the qu&lif$kg 

period #hall aonsis t  of not less than the tWPw consecutive caleridar 
' 

quarters d i n g  on the ~ompuLAtion data l 

(q )  "Reserve percentage* means the percentage rrM& the htal 

mount available for benefits in the uneapPoyment fund, ae, of th@ e 



I 

Secbion 8(d) (1)(D) 

contributioacl under t h i s  Act for tho twelve-oa1endaxyont.b period endtag 

(2) The rtandard rats of omtributions ahall be 2.7 peroont, Ilo 

crrsployer'r rats shal l  be varied f r o m  the standard rate adem ae of thr, 

oonqnrtation date the reserve percentage equal8 or exoeods 6.0. 

(3) SubJect to tho provisions of the preosding paragraph, the 

oapurissianer, for the calendar pear -&/ md for raoh oalswlar yecu! 

theraaftcrr, ahall detanrine each e l ig ible  anployerfs contribution rete 

fn the manner cret forth below. An employer shqll  be deemed %o be c~l ig ible  

for rate determination In acoordanth w l t h  the prorlsions of th is  aubseo-

tim, if during each year of the qualiiying period ending on the oom-

putation date, ha (as an employing unit or an anployer) h a  Paad dnditri-

tion paid to auch individurrla during eaoh quarter of aucrh $em. 

(A) %e codssioner ahall arrange eaoh employerQar qw.lrsrPy 

pry roll8 in chronslogioal order baginning w i t h  the first quarterly 

ro l l  occurring d t h i n  the qualifying perf& and ending wit21 &as P m t  

quarterly pay pol l  d t h i n  euch porlod. 



' quarter. .For the purpose of canputin6 quarter'ly percentage declines, the 

m i r d o n s r  ~ ~ e y ,by regulation, prescribe;. (i)?Ihe manner in  rhioh 

lyp~u~~orationpaid I n  the f o m  o f  drmual bonuses or o a s r  l u m p s u m  paymento 

far d c e  perfoll~bd over 8 period of m e  than three months shall be 

apportioned among the ~a1mda.rquarters of the aalendar year In which  such 

scmiae ru performed L/t ud (it) * b e  method for  making adjwtmsnta ia 

quarterly p.y rol l8  t o  el-te the effect  upon qunrterly geroent8ge 

daelines in pey r o l l  resulting from wmployrpent which w d d  not be wm-

pmuable by reason of the labolcdisputa provisions of rreatictn b(bl(6).  

.(C) me average quarterly percentage decline ahall be coprputa 

b the sixth deaha l  pl-e for  each employer by dividing the arpa of his 

quarterly pero~urtagsdeo1,ines by nineteen or, in the cam of an eligible 

-1oyrr rhore qusllgring period ir, less than twenty quartem, by ona 

lescr than the number of quartere in his qualirying period. 

(Dl The rate of aontrPButlons payable by each 61UgibPe q lo yes 

ivrs ts the appo f'bomees QllEg +a 
IQ rra 18 th  tim in the dl@ 

pwtcrrlgr deer whihs r e f a b h g  maoh paymanta for p ~ r ~ o r s uo 
oontrjlbutbtur urti bmeift detembationrl., 



Sectdon 8(d) (3)  (D) 

n an emplayer.'a If the reserve percentage i n  the  md is: 
average quarterly b but lesa  9 but less 12 ar~d 
percentage dseline is r than9 than 12 over 

(4)  If the commissioner finds that  any eoaployer haa failed to 

f i l e  paprol l  report  o r  has f i l e d  an incorrect or  Insuff icient  

report, the commissboner shall  mke an eatlmate of the  amount of aontri- 

butlorn required fraa such anployer on the bauis of the best evicdnce 

available t o  him at t i io U e ,  and shal l  notlf'y the employer thereof by 

regtstered m a i l  sent to  h i s  last  known addrees. Unless such employer 

#hall f i l e  the report  o r  a corrected or  mff io i en t  report, as the case 

may be, within f i f t een  days a f t e r  the  mailing of such notice, the cow 

missioner shall ccmpute auch employeroa rate of oontributions on the 

basis of such eetimate. The ra te  so determined shall be subject to 

increase but not t o  reduction on the baaie of subsequently ascertained 

lnforaa tfon 

(5) Whenever an mploglng uni t  (whether or not an mplopr 

within the meanlng of eection 2(l)) i n  ~ l l g  manner aucceeds to, or 

acquires m b s ~ t i o l l y  a l l  the asaets  of, an organisation, trade, or 

was an emqplagcrr subJcact to t h i s  Aot, the  pey-roll reaordr of euch pre- 

dsoesrjor emriployer s h a l l  be %ransferred w ef the deb of elcquieQtAen 

to the  rwcesaor aanployer for fhe puzpo~e of rate dete Uoa. 



3ectfon 8(d)(5) 

#ot+ithstonding arty other provision of thfs section, i f  the mrccqssor 

eaployer wm an employer subJect to  t h i s  Aot pr ior  t o  the  data o r  acqui-

r i t i on ,  his rate of contributlonr for the r s ~ a i n d e r  of the oalrndar pew 

8b.U t r  hir n t r  ria reapeat to the p e i o d  lmediotely preceding tho 

&to of aoquirition, If the suacessor r r a  not m eaployer prior t o  tbo 

dau of eoqui8ition, hi8 rota  rha l l  be the r a k  appliolblr t o  the  prodo-

cermr aaployer ar errployerr d t h  reapect t o  the  period i a a t d a t e l y  pr+ 

coding the date o r  aoquieitlon provided there ma only one prodecersor 

oo. tharo were oal;T p d e c e a m r a  r i t h  ident ica l  r a t e r ;  i f  tha, predeoarror 

rekr  worn not  idmt ioa l ,  the uuocerror~e r a t e  ehalY be the highelet ref, 

.pplioable t o  my of the predecessor e ~ l o y r r a  wi th  reupeat t o  the period 

Lrprrdiataly preoeding the &to of acquirition. 

rat4 of aontributionrr ra detemlned for  any oalsndar year pumuurt to 

thir rubrootion, Such detexrPrination ahall  baoome oonoluaive upon the 

lr8t knarm addreerr o r  otherr ise  delfrersd to him, #e giployer files an 
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o r  otherwire delivered to  him, pet i t ion  for  judicial review is f i l e d  i n  

accordance with section 6( i ) .  

(a) Financing benefita paid t o  State employees l/.-1n Ueu of-. 

contributions required of employera under t h l s  Act, lhe S ta te  of -
ahall pay i n t o  the fund an amount equivalent to the amount af  benef i ts  

paid to individuals b a e d  on wages paid by the State. If benefits paid 

an indiedual are based on wages paid by both the State of -and 

one ar more other employers, t h e  amount payable by the S ta te  ts the 

rund shall bear the  sirme r a t i o  to  t o t a l  benefltr  paid to the  individual 

as the bese-period wage8 pald t o  the individual by the State bear to the  

t o w  amount of b a e e - p i o d  wages puid t o  the  individual by all hie bas@-

period aployers .  

The amount of pagment required under t h i s  eectlon sha l l  be aacsr- 

a b e d  by the c ~ i s s i o n e rquarterly and a h a l l  be paid from the  general 

funds o f t h e  S ta te  a t  mc;h time and i n  auch manner ae the  c d s a i o n e r  

m y  prescribe except that t o  the extent that benefits are  paid on 

the basis  of wages paid by the State  from special adminietratlve funds, 

the payment by the State into t h e  unemployment fund shall be mde from 

the apeold funds. 

L/ Benefit8 paid b rmploysss of the p o l i t i c a l  suMiviaione of a S t a h  
mrregr be fhanaed in a manner b imi la r  to tha t  provided i n  this sub-
section. 

If the State law prescribes that the S t a b  treasurer or  other off-
' cia1 muat p e e  on fiscEil pohieies and oxpenditwes, thirr provieion 

should be modified t o  provide f o r  the approval by the appropriah 
Sta te  o f f i c i a l  of the time and manner of payment prescribed by the  
~QM\l88ionerr 65 



Section 9 

COLfgCTION OF DELINQUENT AND CONTESTED CONZRIBUTIONS 

SEZ. 9(a) In t e res t  on past-due contributions.--If contrlbutions 

a re  not  paid on the date  on which they are due and payable as pre-

scribed by the  commissioner, the whole or pa r t  thereaf ter  remaining 

unpaid sha l l  bear in t e res t  a t  the r a t e  of -percent per month or upr 

f rac t ion  thereof from and a f t e r  such date until payment Is received by 

the co;mnisaioner, In te res t  collected pursuant to this eubsaction ehall 

be paid i n t o  tbe unemploynrsnt fwd. 

(b) Collection by suit.--(l) If any'employer defaults In  any 

p&nt of contrlbutions or  In teres t  thereon, the mount due mny (In 

addition t o  or a l ternat ively to any other method of collection pre-

swibed i n  thls Act) ba collected by c i v i l  action In  the nane of the  

coamri~iaioner,~and the  employer adjudged in defaul t  shall pay the coats 

of such action. C i v i l  actions brought under t h l s  section t o  col lect  

contributions or i n t e re s t  thereon from an employer shall be heard bg. 

the court a t  the e a r l i e s t  possible date and sha l l  be en t i t l ed  t o  poi-

e~cmoa upon the calbadar of ' the  court over all other civil aotioarr 

arclept petitdanr f o r  judfcfal r e d m  under motion 6 and ma08 rrriaag 

under tho rorkmen~r oompenaation lsrr of t h i s  State. 

(2,) Any employing unit which I 6  not a resident of thi~~ & t e  

.Idwhich . ~ m o i a e s  the privilege of ha&ng one or more M i d d  

perform rerviae for  I t  within this State,  and any resident +pPoyin& 

If a Sta te  wlshes such actionis brought i n  the mine of @he 
the word Watem should be eubs t i tubd  f o r  the word @adcssionmeW 
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unit which exercises tha t  privilege and thereafter removes from t h i s  

State, shall be deemed thereby t o  appoint the ascretary of s t a t e  a8 i t a  

agbnt and attorney f o r  the acceptance of process i n  any c i v i l  action 

under t h i s  subsection. In  in s t i tu t ing  such an action againat any such 

sn~ployingu n i t  the commiseibner shall cause such proceee o r  notice to 

be filed wlth the eearetary of s t a t e  and such aervice ehal l  be suf f ic ien t  

rervice upon such employing uni t ,  and shal l  be of' the same fm o o  and 

va l id i tg  as i f  aerved upon it personally within t h i s  State; ProvI.de, 

Zht the coolmiasloner ahal l  forthwith aend notice of the servlce of such 

process or notice, together with a copy thereof, by registered mail, return 

receipt  r i u e a t a d ,  to such . m p l o ~  uni t  a t  its last known address pnd 

mah return receipt,  the commlaaiones'rr affidavit of compliance w ~ t hthe 

proviaiona of t h i s  rreotiFon, and a copy of the notlce of service shal l  be 

appended t o  the or iginal  of the procearr f i l e d  in the court 19 rrhieh auoh 

c i v i l  aotion i s  pending. 

(3) The coupft~of this State ehal l  I n  the manner prodded in 

seauon 9 ( b ) ( l )  and (2) entertain aotions to colleot ~mtr*ibutIona o r  

in t e res t  thereon f o r  rhiah l iabi l i tJr  haa aoorued under the emplcrprrn,bt 

#eourity lu of' my' 8t .b  or of tbe Federal .bte]~1~1116tlt. 

(4) 150 mrit (inclu89ng an acrtion fo r  8 declaratory jud$nenl) 

s W brr nrtrintalned and no writ ar procenrr ehaU be issued by aay crollrt 

of tihis State which haa the purpoee o r  s f f e a t  of r ee t r a idng ,  drleylag, 

or floresWFng the aolleotion of any oontributiona under thirr l o t  cw 



Section 9 ( c )  

(c) F'riorit i e s  under dissolutions or d lst r ibut ions.--(1) h 

any dis t r ibut ion  of an employer's assets,  judicially ordered or other-

r i a e, lnoludlng dlaaolution, r e o r g h a a t i o n ,  receivership, aaslgnment 

f o r  the benefit  of creditors,  administration of eatatbs of decedents, 

compositions, or any similar situation, any clalma fo r  contributions 

and interest thereon due or accrued under this Act which have not been 

reduoed t o  a l ien i n  accordance w3.W the provisions of eection 9 ( s )  

shall be pald I n  full, prior to  all other claima which have not been 

reduced to  l iens ,  including c l a i m  f o r  taxes or other debts due this 

Stater Provided_, That, where both a claim f o r  contributiooa and a cPaiP 

f o r  wages, neither of which bas been reduced to a Ltcm, are awed by 8Wh 

employer, t he  order of p r io r i ty  as between euah c l a i m  anciaother 01-

&ah have not been reduced t o  a l i e n  ahal l ,  notwithstanding my other 

provirions of the l a w  of this S t a h  to the contrary, be as fo l lmsa  

' 
(A) suah claims fo r  wages, other than the  remuneration of 

off icers  of corporatimril, i ~ t %$he amount of t o  each worker, eamed . 

rlthin -mnths of the aamencement of the psooeeding, or  of the 

da$r of adoption of ear ~rrsrngementnot Judicially ordered, for the dir-

tributiotr of an srpployer's sssets ;  
k 

(B) su& c l a i m  f o r  contributions and i n t e r e s t  thsrsan due or  

ao~tyedunder th ie  A o t j  

(C) other cPalms i n  the order of priorltiy provided by other 

(2) Notwithatanding the provLulons of aection 9(cr)(l) o r  

other proviriona of the law8 of thia $tab, i f  8uoh gnpllbyer 9a indebted 

to the Federa l  ~ v a n u a e n tfar taxes due o r  accrued under &he Fed 



Section 9 ( c ) ( 2 )  

Unemplopent 'Pax Act (or under any other Federal law hereafter enacted 

imposing a tax against which credi t  may be taken f o r  contributions 

required t o  be paid under a State employment securi ty  law), and a claim 

for  such taxes a8 well a s  a claim for  contributions due or  accrued 

under t h l a  Act has been duly f i l ed ,  the  order of pr ior i ty ,  a8 bekeen 
\ 
~ u c h  claim fo r  contribution8 and other olaims, including c l a i m  uhioh 

have been reduced to a l i e n  e i the r  befors o r  a f t e r  t he  date of the 

enactment of th i s  provision, sha l l  be as  fo l lo r s r  

(A) c l a i ~f o r  oont;r'lbutions due or  eoarued, whether o r  not 

reduced t o  a l ien ,  t o  the extent t h a t  the paymbt 'of mch claim fill 

rerrult in a c red i t  sgal.net such c l a i m  f o r  Federal tPxee and wl11 not 

preJudics the holderr of aqy other claims; 

(0) i n  then order of p r io r i ty  provided by other pmvi s f  on8 02 the 

law of thia  State, all l i e n  c l a i m  subordinate t 6  swh alrim i o r ' ' ~ e d 6 n l  

taxerr, including Stata t ax  . l iens,  whether suah l i e n s  attaahed pr ior  to 

or after the date  of eruotmant of t h h  p r o d d o n ,  and ~lal&sf o r  wagat, 

other than the rmmsratAon of 'off lmrr  of aorporatlcurr, i n  the amount 

of 8 to emh worker, earned d t h i n  ' month8 of t@a omencement 

of the prooeading, o r  o f  '&he d a b  of  adoption of an ~fianpremsntnot 

Judicial ly  o y d s d ,  for t he  dirrtribution af the engrloyer'a aursetr; 

(C) k, the exttrrt that they are not inaluded i n  (A), cleims 

f o r  contributions and In t e res t  due or  accrued under t h i s  Act, wMch 

have not been reduced t o  a l i en ;  

(D) other claima i n  the order of p r io r i ty  provided bg. other 

p r o d d o n a  of law. In t h e  event of an employer's acijudiaation i n  bank-

r u p t ~ ,  ~'ucliairally confirmed extension proposal, o r  conqpoelefon, under 

the Federal IBaulkruptoy Act  of 11398, as emended, c l a w  fo r  contribution8 
69 
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and i n t e r e s t  due o r  accrusd under this Act, which have not been reduced 

to  a l i en ,  sha l l  be en t i t l ed  to  such pr ior i ty  aa i s  provided i n  said 

Bankruptcy Act for  t a m s  due ar(y State of the  United Statea. 

(d) ~e funde.--(l) If any individual or organization makes appli- 

ca t ion , for  refund or credi t  of any amount paid as contribution8 or 

in t e rea t  under t h i s  Act and the commissioner determlnee that  such amount 

or any portion thereof was erroneously collected, the commiesioner may, 

i n  his discretion, allow a credi t  therefor, without in te res t ,  h oonnec-

tion wlth rrubaequent contribution papents ,  or refund from the :Turd, 

lrithout in te res t ,  the amount erroneously paido No refund or c red i t  

a h a l l  be allowed w i t h  rsarpect t o  a payment a8 contributions or in t e re s t  

unlerr 8x1 application therefor sha l l  be made on or before whichever of 

the following data6 i s  l a t e r r  (A) one year: from the date on whiah ruoh 

payment was mads4 or (B) three years h a  the l a s t  day of the period 

rrlth rerpeat  t o  which sucrh payment was made, For a l i k e  oause and within 

the rmo period a refund m a y  ba made, o r  a o m d i t  a l lmed,  on the motion 

of the oorrmrdaaionar, If the comrnisaioner determines that  contribution8 

or i n t e r e s t  were erroneoursly paid t o  t h i a  State on wagerr insured under 

%he employment securi ty  law of some other State or of the Federal Govern- 

ment, refund o r  sdJuetment thereof m ay be made without interest, i r r e -

spective of the Ume limits provided i n  thia aubeeution, on aatfsfootory 

proof t h a t  aontributioner or  in t e re s t  on such wages have been p a d  to'euoh 

other S t a t e  cr t o  the Fsderal Government. Nothing i n  t h i ~  Act, or m,y 

par t  thereof, ahal l  be constmad t o  authoriae any refund or oredi t  of 

money due md payable under the law and re$ulation8 i n  e f feo t  e t  the tw 
moh money was paid. 

(2) I n  the  event that any application f o r  refund or orsd i t  is  

rejeotad, a written notice of re ject ion ahall be forwarded to Lha,
70 
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applicant. Within f i f t e e n  days a f t e r  the mailing of such notice to the 

applicant's l a s t  k n m  address, or, i n  the absence of euch mailing, 

within f i f t een  days a f t e r  delivery of such notice, the applicant may 

appeal t o  the  board of review, se t t ing  for th the grounds f o r  such appeal. 

Proceedings on such appeal sha l l  be i n  aooordancar with the prwision& 

of section 9(1). 

( 0 )  ~ a r r r s m t a . - ( 1 )  I f  any mployer f i l e r  reports for  the 

purpose of determining the amount of oontributlons due but f a i l 8  to  pay 

q par t  of the contdbution8 o r  in ta rea t  due thereon, or  f a i l s  t o  f i l e  

moh reporta when due, o r  f i l e s  an incorrect or i n m f f i a i e n t  report, the 

aaamis s1o;ner lay assess  the crontributions o r  i n t e r e s t  due on the basie 

of the information submitted by the &tployer or on the basis of an 

estimate as t o  the amount due and sha l l  give written notioe of auah 

assesement t o  such employer. Within f i f t een  days a f t e r  suoh notiae waa 

mailed to the employer '8 l a a t  knm address, o r  othemiae delivered to 

b,the employer mey appeal t o  t h e  board of r e v i a ,  se t t ing  for th  the 

grounds f o r  such appeal, Proceedings en suoh appeal sha l l  be hod i n  

aoaordanae with the provisions of a e c t i m  9(f) .  
a (2) If the cormaissioner determines tha t  the colleation of any 

contribut.iona or i n t e r e s t  under the provisions of t h i s  Act w i l l  be 

je'apardized by delay, he may, whether or  not the time preraribed 

t h i s  Act  or any regulations issued pursuant thereto for making reporta 

and paying such oontributAona has expired, imrmediatclly aaasaa much con-

tributlons,  together with interest ,  and sha l l  give written notioe of 

such asaessrnent to  the employer. In  auch cases the r i g h t  of appeal to 

the board of i'eview shall be conditioned upon payment of the cantrf-

butions and in t e res t  so assessed or upon givPng appropriate s e c u d t y  to 

the conrmissioner for  the payment .thereof. 
71 
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(3) Ig an employer f a i l s  t o  pay the amount aeaesaed pursuant ta 

this section, the coqnissioner may f i l e  wlth the clerk'of the -
aourt of the count ,  wherein the employer haa hie principal place o$ 

business, and a,copy thereof w i t h  the  clerk of the -court of any 

county in rrhich such employer mey have r e a l  o r  personal propertiy, a 

ce r t i f i ca t e  under 14s o f f i c i a l  seal, a ta t ingi  the name of the emplayer, 

his address, the amount of the contributioae and i n t e re s t  aereesed Pnd 

I n  default, and that the time i n  w h i c h  a judicial  revlew is permittad, 

puret~antt o  seotion 9( f ) ,  has expired without auoh appeal. having beprpr 

Won (or tha t  de&&yrill ,jeopol.dlse collection), cmd thereupon suoh 

d a r k  sha l l  enter into the Judgment docket of the court the nams of tihe 

employer mentioned i n  the oert i f icate ,  the amount of suoh oontributionr 

flled, h e n  such oertQfPcate i s  duly f i l ed  and recorded, the W u n t  of 

tb. aaremmnt  shill be a lien upon the ont i re  in t e res t  of the uqloyer, 

thereof WBfir&. %liepr io r i ty  of said liens ahall be governed by the 

sclme rule8 48 apply to that of o U e n  fo r  w e e  under the Law of thlrr 

8tata.u l o  l i en  f o r  oontributlana o r  i n t e r e s t  UWbe valid ape4nat 

If tha State hm no generial tax l i e n  Pm, this sentenae muPd not be 
rpprapriotee If We State law give@t o  Usnr for  omtefn 
imcer 4 prefgrenoe over others regardless of the relartioe 
r t t a c b e n t  of such lime, ft i s  suggested that there be insar t& 
before *&urarfl or rcr4srenor t o  the type of tax having the hkghsrt
hrah preferencra. Howeoer, before raoarmmending such inowtian,  the 
u(U30y ahodd obtain l ega l  rdoiae to detemdne 
would omfUoat: i n  aqy ao;8 rlth colaatitubional 
oozaili& &ght s r i s e  in o si tuat ion where rpa e 
mtir fbut ion  Uena with but lime which hvu or 
gb'rs-edoting w r t g q a s ,  6uoh ~poptjgigea are aubordinuts8 to We Um8 
for oontzibutionr. 73 
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ons who purchases peramdl property from the enrpluyer i n  the usual couree 

of his businere in good fa i th  and rrithout actual notice of such lien. 

&ch l i m  may be emforced againat any real or personal property i n  the 

ram manner as a judgmnt of the -court duly docketed, 

(4) The foregoing remedies shall  be in addition to all other 

remedieis. 

( f )  BaarFngs before the board of review.--Vpon appeal frcm an 

asreesmsnt or from a denlal of a claim for refund o r  credit and aftsr 

. affording the appellant and the codss ions r  a reasonable opportunity 

fu r  a fsir hearing, the board of review shal l  make flndinga of fact  aad 

conclusiars d l aw  and on the basirr thereof affirpa, Paodiw, or revsrse 

tho aoticm of the conmiesianer. The conduct of ouch hearings ohall b@ 

consistent d t h  the provisions of seation 6(f). 

(g) Judicial review,--'lhe boardlo decision $hall be final 

unless within f if teen days after the notice m e  mailed to' the llrst 

known addreso of a per-tiy, or othernise delivered to it, 'that pwtg 

W t i a t e r  a p r o ~ ~ e d i q g  far judioial review in acaordanoe e t h  roction 'b(i).  

(h) ConcluaLvmess of de temdnat ionr~Ips  drtem&nst&on%os! 

dealsion duly made i n  procaedinga ~ n d e r  6eoUon 9(b), (e), ( f ) , ~(g) 

*oh ha. beoooe firul, a h a  be binding I n  proceedings hader aectlon 

9(d),  (f ), or (g) relating to applicatlone for  r e f d  or  , arebit, Onrof a;r 

as  such determination or decision necarearily involves tka Pasw o f  

whether M employing unlt comtitutes an employer or whether rrcl~vPcepesc 

forrPed for, or i n  connection wlth, the bueisre8a of macb saepPoyiRg ourf9; 

caartitutes employment. 



Section 9 ( i )  

(i)Liab i l i t y  of eucceasor.--Any kd iv idua l  or organization. 

(including the types of organioationa described i n  section 2(3) 6f this 

Act), whether o r  not an employing unit, which acquires the organitation, 

trade, or business or a substantial  par t  of the assets  thereof, from an 

e&loyer, sha l l  be l iab le ,  i n  an amount not to exceed the reasonable 

value of the organization, trade, business, or  asaets acquired, fo r  any 

oontributionrr or in te rea t  due or  accrued and unpsid by such employer, 

and the amount of such l i a b i l i w  ahall ,  i n  addition, be a l i e n  ag-t 

the property or  moot8 so acquired wMct ahal l  be prior to  all other 

l iensr  Provided, That the l i e n  sha l l  not be valid aa against one who 

acquire8 from the successor aqy i n t e re s t  i n  the property o r  asaets i n  

good fai th ,  f o r  value and without notice of the lien. Qnwritten request 

made.ai%er the acquisition is  completed, the o o d e a i o n e r  ahal l  flullish 

the ruecemor with a wri t ten statement of the amount of contribution6 and 

inter.st.due or  aoorued and unpaid by the employer a s  of the date of auoh 

acquhit ion,  and the amount of the l i a b i l i t y  of the successor o r  the 

m u n t  of the Uen sha l l  i n  no event exceed the  l i a b i l i t y  disclorred by 

wch atrtsmsnt. The foregoing remedies shall, be i n  addition to a l l  othdr 

(j) Contributions +id i n  error t o  mother State.-4ontributi~nU 

due upclew th la  A c t  with respect t o  wagers f o r  inaured work a h d l  for  the 

gurpooo of thie seotion be deemed t o  have been p i d  to the fund a8 of 

tho data paymemtwas made aacaontributlone therefor under anothar S ta te  

or Frdoral employment securh&y law if payment in to  the f w d  of euch 



Section 9(3)  

contributions i a  made on arch term u the c d a s i o n e r  f i nds  dl3 be 

fair and reaaonW. as  to all affected lntereata. Payment8 to  the find 

hder thia mbmction ahall be deemed ta be contribution# for purposu 



Section 10 

UNEYPLOPYENT FUND 

SEC. 10(a) Eatabliahment and control,-There i s  hereby estab-

l ished as a special  fund, separate and apart  from a l l  public money or 

funds of this State,  an unemployment fund, which shal+ be administered 

by the conmiasioner exclusively f o r  the purpoees of this Act, Thir 

Fund s h a l l  consiet of (1) all contributions collected pureuant t o  thirr 

Act, together n i t h  any in t e rea t  thereon collected pursuant t o  section 91 

(2) a l l  f i nes  and penalties collected pursuant t o  the provision8 of 

t h i s  Act; (3) all In teres t  earned upon any monby i n  the  fund; (4) al l  

property or seaur i t ies  acquired In l i e u  of contributionn or other 

liabilities t o  the find; (5) a11 earnings of such property o r  e e m i t i e s ;  

(6) a l l  money recovered on losses m a b i n d  by the fund; (7) a11 money 
I 

received from the Federal unemployment account i n  the  u n a a o p l v n t  trust 

fund i n  accordance with t i t l e  X I 1  of the Social Seaurity Act, as amcPrdledl) 

and (8) all money received f o r  the fund from aqy other souroe. AP1 
I 

money in the fund sha l l  be commingled and undivided, 

(b) Accountsl and depoiit,--(I) The conmdseioner ahall PoainWa 

rrithin the fund three s e  ate accounts r a clearing account, sn uneim-

ploymerit trust fund account, and a benefit account. All money payable 

t o  the fund, upon receipt  thereof by the commieeioner, ahall  be imotntedi-

a te ly  deposited i n  the clearing account. Except aa herein otherwise 

provided, all money i n  the clearring account s h a l l ,  a f t e r  clearerroe, be 

deposited immediately with the Secretary of the Treaeury of' tke 

United States  of America to the credit of the account of t h i s  8tifpte i . ~  

the unemployment t r u s t  fund, established and maintained pursuant t o  
i 

rection 904 of the Social SecurityrAct, Ba mended, notwithatanding WY 



Section 10(b) (1) 

provisions of la+ i n  th ie  S ta te  relat ing to  the deposit, adllliniatration, 

release,  o r  disbursement of money i n  the posseseion or custody of th ie  

S ta te  to the contrPryr Refunds payable pursuant t o  sectlone 9(d) iurd 

2(k)(6)(1) nuy be paid fran the clearing account o r  the benefit  account^ 

The benefit  acdount shall coneiet of all money requleitionsd from U s  

State 's  account i n g  the unemployment t r u s t  fud i n  the beaaury of the 
I 

United States for  t& w e n t  of uaeupl~pmer.~t benefits. 

(2) Except as herein othcmlse provided, money I n  tho dearinti 

and benefit  accounta q be deposited i n  any depositsry bank i n  whioh 

general funds of the State may be deposited, but no public d-rit 

insurance charge or prenlum sha l l  be paid out of the fund. &nay ha 

the clgaring a d  benefi t  accounts aiiall not be oomningled with other 

State fmds, but sha l l  be lmaintalned i n  separate account# on the books 

of the deporitary bank. Such money @hall  be secured by the depositary 4Ln 

rhich it is  held to the same =tent and I n  the erne wanner a8 require8 by 

the general depositary law of this State, and col la te ra l  pledgod f6r this 

-purpoue sha l l  be mahntained i n  a sbparate CUB- accountel/ ah% acm~%s-

I/ fn a State where there i d  no general depositary l a w  sr M e  Isxisting 
law I s  Inadequate or uncertain, a provision auch rsca t he  fo3Aowd.n 
recamrmdeal i(n place of this sentence, 

%uch money sha l l  be secured by the depositary bank by collat-
e r a l  i n  the full amount of the funds on deposit. Such securi* 
sha l l  consist of (a) W t e d  States Government obligations, 
d t r ec t  or guaranteed, and (b)  d i rec t  obPigationa of %heState 
of . Such col la te ra l  eecurity sha l l  be pledged s.&no* 
to exceed the face value of the obligation awi sha l l  
separate snd d i s t ina t  from any col la te ra l  seoufitq pJ
s e w r e  ather funds of the S%ate,n 



'< 

Section 10(b) (2) 

aioner ahall give a bond conditioned upon the f a i t h f u l  performance of 

bis duties  n i th  respeot to t h e  fund i n  an amount not t o  exceed $I. . 
The bond shall be approved a s  t o  lega l i ty  and form by the attorney 

general of this State,  

( c )  Advances from the Federirl unemployment account.--The comrmis-

sioner i s  authorimd and directed t o  apply fo r  an advanoe t o  the State  

unemployment fund from the Federal unempl6pment account i n  the unemploy-

ment trust fund, and t o  aocept the reaponaibility for the repayment of 

such advance in accordance with the condltdons speoified i n  t i t l e  XI1 

of the Social Security Act, as amended, i n  order to r e m e  to this State  

and its cuitisenrr the advantage available under the provisions of such 

t i t l e .  

(d) Withdrawals from the unemployment trust fund,--(I) Money 

requisitioned from th ia  State 's  account i n  the unemployment trust, fund 

ahal l  be ubed exclusively fo r  the payment of benefits and fo r  refunds 

pursuant to sections 9(d)  2(k) ( 6 )(I) . The commissioner sha l l  from 

time t o  time requisit ion Prom the unemploynsnt trust fulPB, ou& mount#, 

not exceeding the amounts atanding to th ia  State 's  account therein, aa 

he deems neceseary fo r  the payment of such benefits and refuhde f o r  o 

reasonable fu ture  period. Upon receipt  thereof 

deposited i n  the benefit  aoeount. 

(2) Any bslanoe of money requiaitiontrd Prom the unempl 

-at fund which remains in the  benefit ocrrount after the axpirrrbioa of 

tbe period f o r  which i t  wcrar requisitioned s M l l  

matee for, and u t i l i s d  in the payPnmC at, benefits d r 

78 



Section 10(d)(2) 

succeeding periods, ar, In the discretion of the conmdrsloner, shall be 

rodeposited with the Secretary of the Treasury of the United Statea of 

America, t o  the c redi t  of the State 's  acoount i n  the unenplopment trust 

fund, a s  brovided i n  section 10(b). 

(e)  ' Exyenditurss from the unemployment Amd.--Expenditures of 

money i n  the benefit  account and refunds from the olemriag aocount a h a  

npt be subject to aqy provisions of law requiring speciflo appropriation8 

ole other formal release by State off ioerr  of mney in t he i r  cuetedy. 821 

warrants iesued fo r  the payment of benei i t r  and refund8 ahal l  bear the 

signature of the c d s s i o n e r  o r  his duly authorized agent for  that 

purpose* 

( f )  Management of funds upon diecontinuance of the rrnemploymsnt 
I 

t r u s t  fund.-The provirions of aeotion lo(.), (b), and (dl t o  the  s t m t  

that they r e l a t e  to the unemployment t rue t  fund, sha l l  be operative only 

ao long as such unemployment truat fund continues to exist and so long 

a s  the Secretary of the Beaeury of the United States of America continues 

to d a t a i n  for  this State a 'separate book account of all fwd6 dl~tpssited 

therein by t h i s  g a t e  together w i t h  this Slate 's  proportionate share of 

the earnings of auch uneq2oyment trust fund, from which no other S ta te  

is permitted to make withdrawals. I f  had when such unemployment trust 

fund ceaeres to  ex ia t ,  or such separate book account is  no longer main-

tained, all money belonging to  the unemployment fund of thle  State  shiZLl 

be achbia tered  by the commissioner as a trust fund exolueively f o r  the 

purpoeea of this Act, und the commiealoner sha l l  have authority to hold, 

i n w s l ,  tranafer, e e l l ,  deposit, and release such money, and any proper-



t i e s ,  eecurities, or earnings acquired as an incident t o  sctch admini-

stration. Such money rhall be invested In bonds or other intereat- 

bearing obligation6 of the United States o f  lbrerica or of th ir  State ro 

that a l l  the assets  of the fund shall always be readily convertible into 

cscrh nhea needed for  the payment o f  benefits. 



Section 11 

EUPLO'IIYENT SECURITY MMINIS'IRATION FUND 

SEC. l l ( a )  Establishment of administrati on fund.--%ere is  hereby 

created i n  the State  treasury a apecSal fund to be k n m  as the employ- 

ment securi ty  administration fund. A 1 1  money deposited or  paid i n t o  

t h i s  fund sha l l  be mntinuously available t o  the cod.ssioner f o r  

expenditure i n  accordance with the provisions of t h i s  Act, and sha l l  

not lapse a t  any time or  be transferred to  any other fund. The fund 

s h a l l  conaist  of a l l  money appropriated by this State i n  acaordanae 

w i t h  section l l ( d ) i  a l l  money received from ,the United States  of Americs, 

or  any agency thereof, and a l l  money received fiom any other souroe 

f o r  the administration of t h i s  Act; a l l  money received frm any agenay 

of the Unified State8 o r  any other S ta te  a s  aompmnsation f o r  servloee 

or f a c i l i t i e s  supplied to ~ u a hagenay; a l l  amounts reueiwd purrwnt  to  

any surety bond or insurance policy or from other aoufcea f o r  losaes 

sustained by the employment security sdminilrtration fund o r  by reason 

of damage t o  property, equi~ment, or supplies purchased from monq i n  

auch fund; and a l l  proceeds realized from the sa le  or diapoaition of 

any auch property, equipment, or auppliea which may no longer be 

necessary fo r  the proper administration of th i e  Act. 

(b) Protection against loss.--Such money sha l l  be secured by 

the depositmy i n  which i t  i s  held to the same extent and f n  the same 

menner as required by the general depositary law of t h i s  State,  and 

I 



Section 11(b) 
? 

col lataral  pledged a ~ a l lbe maintained i n  a separate custody accoult.l/ -
Ihh  Sta te  treasurer .ha11 be l i a b l e  on his o f f i c i a l  b o d  for  the f a i t h f u l  

performance of hie duties i n  connection with the employ~rent security 

a&inl ,~ t ra t ion  fund provided under th ia  Act, Such l i a b i l i t y  on the 

of f lc ia l  bond shel l  be effective b e d i a t e l y  upon the enactment of this 

provision, and such 3.iability sha l l  e x i s t  i n  addition to aqr l i a b i l i t y  

upon any separate bond exis tent  on the effective date  of this provision, 

or which may be given i n  the future. 

(c)  Deposit and disbursement.--All money i n  the employment 

r e c k r i ~ r  a&inis trat ion fund sha l l  be depoeited, adndnistered, and dis- 

bursed i n  the nome manner and under the same oondi tione and requirements 

aa l o  prodded by law for  other special funds i n  the State treasury, except 

thst money i n  thi8 fund sha l l  not be conrmingled w i t h  other State  funds, 

but h a l l  be maintained i n  a separate account on the books of a depoei- 

tary bank, A l l  money in  th i s  fund sha l l  be expended solely f o r  the 

I purpodes pn& In the  Wuntd found necessary by the Searetary of &bor 

for the proper and ef f ic ien t  administrat&on of the employment oecuritiy 

1/ Where there is no gemral depoeitary law or the existing law i s  .-
inadequate OP uncertain, a pmvldon such as the following is 
rewmmendled i n  place of *its sentences 

@Suchmoney s h a l l  be secured by the depoeitarg bank by oollat-
eral i n  the f u l l  amount of the  funds on deposit, Swlh seourity 
ehdll a o n d s t  of (a) United States Government obligations, 
d i rec t  or guerrsntsed and (b) d i rec t  obligationtl of ths State 
of Such col latdral  security ahal l  be pledged a t  not t o  

I exc-e Pace v a u e  of the obligation, and &all be kept 
e~eparateaqd df s t i n c t  from any col la te ra l  secur5.U pledged to 
seaure other funds of the State." 



Section l l ( d )  

(d) Reimbursement of the fund.--If any money received i n  the 

employment security adminirrtratlon fund a f t e r  June 30, 19WI 18 found 

by the Scretary of Labor, becauae of any actlon or contAngency, to  

have bean l o a t  or  to have been &ended for  purpose8 other than, or  i n  

amounts i n  excess of, thoae found necessary by the Secretary of Labor 

f o r  the proper PchPfnisWaUon of the  employment security program, it 

i b  the policy of this State  that such noney shall be replaced by money 

appropricrted fo r  arch purpore from the general funds of t h i s  State  to 

the employment securitq adrpini8tration fund for expenditurea arr provided 

i n  aectlcm l l (o) .  Upon receipt bf arch a finding by the Secretcrxy of 

Labor, t h e  c d s r i o n e r  shall prbmptly report the mount required f o r  . 

ruoh replacement t o  the Oovernor and the Oovernox- shall, a t  the  earlierrt 

opportunity, submit t o  the legis lature a request f o r  the appropriation 

of such amount. lhis subsection shall not be construed to rel ieve this 

S t a h  of i ts  obligationer wlth reepect t o  funda received prior t o  

July 1, l9W,  purruant to the  provision8 of t i t le I11 of the Social 



(F i r s t  provision) 

SEC. U(a)  Bureau of Employment Security.--There is hereby 

in the Department m o r  a b w h u  t o  be horn u th. -emP'c~(~w 

of Emplaylnent Securitg, with two coordinate program dlvlsionr, pn q l p p  

ment rervice division a d  an unemplopent inauranos division, and auch 

other admhistrat ive uni te  as are necessary t o  carry out the purposes 

of the Ian. Tho Bureau of Bmployment Security sha l l  be administered by 

' a full-time salaried director ,  rim shall be subject to the  supervision 

and direction of the conmdeeiomr of labob. In  aocordance wlth the pro-

visions of section 13(d), the comPdssioner ehal l  appoint, fix the earn-

p&alion of, and prescribe the dutiee of the director  of the Bureau of 

.Employnent Security . 
(Seoond provision) 

(a) Department of Employment Security,--%ere is  hereby craatdd 

a Department af Employment Security with two coordinate program bureau@, 

an empXoyo.nt eer& bureau and an unemplayment lnaurance bureau, and 

auah other units a s  . re necessary t o  carry out the purpoaen of the law. 

The Department of Bupl~ymeolt Security shall be administered by a o d a r  

a i o m ,  appointed by the Oovernor i n  the lrkme manner as the o o d a s l o n e r s  

of othar departnurnta of the State government. 

(liYret provision) 

(b) Board of review,--In occordanca d t h  t h e  provision8 of 

motion 13(d), the Oovernor dull appoint a board of rsvSew oonsisting 

of three full-time members. 



Section U(b)  (Second provision) 

(Second provlsion) 

(b) Board of review.--The Governor shall  appoint a board of 

review consisting of one full-time, member, selected pursuant to  aection 

13(d) who shall  a c t  as chairman, one representative of employerr and one 

representative of employees* The l a t t e r  two oray be selected rithout 

regard to seoticm 13(d) and shall be paid a fee of not more than $-
per day of ao t im service p l w  necessary curpenses. No hsarin~g ahall 

proceed i n  the absence of the chahmm of the board of r ev ia ;  the 

shall ae t  alone i n  the absence of any other member. 

(Third proviaSon) 

(b) Board, of review.--me 1/ of M a  Slate  shall 

ootnstitut. the board of redew. 

( 0 )  advisory councils.--The commissicmer shal l  appoint a S a t e  

adtrisory wuncil, composed of men and women, including on equal. numbor 

of employer representatives and employee representativee who nrqy fairly 

be regarded as repreaentative because of their vocation, empbyr~ant, ,ar 

affillation8, and sf such members representing the general publie a8 the 

w ~ e r i o n a r 'may designate. Such council ahall aid the comnissioner in 

formulating policies and solvfng problems related t& the admjtni'utration 

of the eunploymant s e m i t y  program and i n  assuring i n p a r t i U t y ,  neu-

t ra l i ty ,  and freedom from partisan Pnflumoe i n  the solutlont of ma& 

problem. The ddc ra ione r  my also appoint speaial oounallr t o  p m f m  

appropriate d w ~ c e ~ ~ .  Yembera of such advlsory oauncils sholP rrsrve 

Enter the t i t l e  of the pereon, 8uah ae ~commisei6ner,~ ~dlrector ,?  
or the name of the board or corrmission tha t  i s  to hear benefit an$ 
l i ab i l i t y  appeal#. 

I 



Section 12(c) 

without compensation but sha l l  be reimbursed fo r  anJt t rave l  and sub-

sistence expensee Incurred, i n  acsordance w i t h  the t rave l  and subsist-

ence regulations applicable t o  emplayeea of the Bureau of RnpScrymeat 

Security. The advlaory counall shall meet a s  frequbntly a s  the 

commiaeioner deems necdssary but not l ees  than M c e  each year. The 

edvisorg counoil shall make report8 of ita meetings; ouch reports ehall 

include a record of its disaussionr and i t 6  rewmnendatlons. The 

wwniaaioner shall &a such reports  available t o  arpr interer ted persona 



Section 13 

SEC. 13(a) Dutiea and p0WW8 of the cowission&,=--(1) ~t 

8hal.l be the duty of the commissioner t o  administer this Act; and he 

sha l l  have power and authority to adopt, amend, or r e s d n d  mrch ruler  

and regulatione, to  employ ruch perrons, make ruch qendittll:,ea, require 

euch rsportr~,  W e  eubh investigations, devise ruch methods of proce- 

dure, and take such other aotion a8 he deems neceerary o r  m i t a b l e  t o  

d t  end. The c o d s a i o n e r  sha l l  determine h i s  m organleation purnuot 

to section 12(r) ;  he mey delegate auoh parer and authority ur he deem 

re&sonable and proper f o r  the effect ive adminlatration of th%sAot, sad 

may in his discretion require a bond of aqy person handling money o r  

signing chrcka. ltte coamisaioner rhall have an o f f l d a l  seal rhioh 

r W  be Judidally noticed,,-. 
f 

(2) Rie providons of the Wagner-Peyser Act, aa d a d ,  are 

hereby accepted by t h i s  State, end the (State) Department of 

i r  heraw designated and constituted the agency of this State for the  

purpose8 of said Act, The cacrmfsslon~shall establish P'nd melntria 

ikeo publio employment off ices  i n  euch number a d  i n  ruch placer or gsJr 

be necessary f o r  the proper eA8inSstration of t h i a  Act urd for the prrr 

(3) No later than -of each even-ntuberrd m,l/ #8 



Seation 13(a)(3) 

conmissioner ehall submit to the Oovernor a report covering the admin-

i s t ra t ion and operation of Act during the $ireceding two calendar 

rears and shall lpoke moh recolppend~tionr for  amendments to t h i s  Act as 

he d e a s  proper. 

Researoh and publicet5on ;-(I) 

advlao and aid of a e  advirrory council, shall study and make recornmen-

dationa on the most effective method8 of providing e ~ o n c d o  seOUlrifY 

and e U teke appropriate stspa t o  promote the remploymnt of mem-

ployed workere tbrougbout tha State i n  every u q  that l ~ a ybe f m d b l e ;  

and to these erd8 shall carry on and publish the reeults of lnvertiga-

= O M  Qlbd WMWPCh #tudie&, 

(2) The coarairsloner shall aauae to be printed for.dirtrfbatioa 

t o  the public the text  of th ia  Act, his  regulations and genera rules, 

Ma reports to the Governor, and any other material he dabape relevant 

and suitable, md ahall furnish  the s a w  to  a q  person upoar apgliootioa. 

(c) Adoption, mendment, and recrdsrrion of general and rrpectrl 

rules and regulations.--General and special rules m y  be adoptd, 

amended, or readnded by the comurlsaloner only af ter  public hearing or 

o p p o r t u n l ~to be heard thereon, of whlch propar notice hrr bscra given. 

General rules shall become effective ten day8 af t s r  f i l ing  with the 

secretery of s t a b  and publication i n  one or more nenrsppgrs of gea6ra 

circulation i n  t h i s  State, 8pecial rules shall booone effeotdve tan 



Section 13tc) 

dqys a f t e r  not i f icat ion or nrailing to  the l a s t  k n m  addreas of the, 

individuals or employing units affected tberebp, Regulations may bo 

adopted, amended, or rescinded by the commissioner and shall become 

affect ive i n  the manner and a t  the time prescribed by h i m a  

(F i r s t  provi+.on) 

(d)  Merit ~ys tem and pereonne1.-(1) The commissioner i s  

authorirsed and directed to  provide a m e r i t  syeteun covering a l l  persona 

employed i n  the adminiatration of t h i s  Act and sha l l  have authority, 

by regulation, to provide f o r  a l l  'hatters which a re  appropriate to 

the establishment .snd maAntanaace of such system on the basis of 

efficiency atid f itmas and whlch nray be necesaeurg to meet personnel 

standards promulgated by the Secretary of Labor pursuant t o  the Social 

Security A d  and the Wagner-Peyser Act, both a8 mended. The commis8ioner 

my 'naintaln the merit eystem i n  conjunction w i t h  the merit system of 

my other agency or  agencies of this State  i f  such aystem meets the 

personnel standards promulgated by the Secretary of Labor. Pursuant to 

the authoritp granted under sectSon 13(a) and i n  accordance rltk the 

provisions of the regulat ima adopted pursuan.S, to this aubeectiszo the 

connniasioner &all appoint, fix the compensatbn, and prwcribe t h e  

dutiaer and powera of such officers, employears,and other prsrsona as mgy 
* 

be necesaaqy'ia the pe~formance of hia duties Ynder t h i a  Act. 

(Second provlaion) 

(d) Marit rrgrstem and peraonnelo--(1) In accordmce rlth the 

requirements of the I/ of this Sta te  and on the basis of the 

m 

Inaert the  title of the State civil eerrviae law. 



aulhority granted under section 13(a), the  commissioner shall appoint, 

f i x  the compensation, and prescribe the du t ies  and powers of such 

off icero ,  emplayoea,and other persons as may be necessary i n  the  per-

formance of his du t ies  under the  Actr Provided, That i n  cooperation 

w i t h  the -- 1/ the comiss ioner  may take such act ion as may be 

necessary t o  meet the personnel standards,promulgated by the Secretary 

of Labor pursuant t o  the  Social  Securi ty Act and the  Wagner-Peystrr Act, 

both as amended. 

(2) Notwithstanding any provision of law t o  t he  'contrary, t he  
t 


cc~rmnisaionershall have author i ty  t o  dismiss without no t ice  any person 

employed i n  the  administrat ion of t h i s  Act upon rece ip t  of no t ice  of a 

determination by t h e  United S ta tes  C i v i l  Service Commission that such 

person has violated the  provisions of t ~ eAct of Congress entitl .ed "An 

Act t o  prevent pernicious p o l i t i c a l  a c t i v i t i e s ,  * as amended (United State8 

Code, t i t l e  18, sect ion 61(a) ) and t ha t  such violation warrants t h e  

removal of such person from his employment. 

(e) Records and reports  of employing units.--(1) Each employ-

i ng  unit s h a l l  keep t rue  and accurate work records, f o r  euch periods of 

time and containing such information a s  the  commissioner nay prescribe. 

Such record8 ahall be open to inspection and be subject t o  being copied 

by the  comisetoner  o r  h i s  authorized representatives a t  any reasonable 

time and as often as may be nsceasary. 

1/ I n s e r t  here the  name of the  S t a t e  agency which adminieters the State 
d v i l  service law, 

0 



Section l3 (e )  (2) 

( 2 )  The comnissioner, an appealtribunal,or the board of review 

may require from any employing unit ,  with respect t o  pereons who a re  

perkormlng o r  have performed service f o r  it, any morn or unworn reports 

which a re  deemed necessary for the effect ive administration of this Act. 

( f )  Preservation and destruction of agency records.-(1) The 

commissioner may cause t o  be made h c h  summa,ries, compilations, photo- 

graphs, duplications, or  reproductions of aay records, reports, or 

bansc r ip t s  thereof a s  he may deem advisable for  the effective and 

economical preeervation of the infomation contained therein, and such 

euauaaries, compilations, photographs, duplications,or reproductions, 

duly authenticated, shall be admlesible i n  any proceedings under this 

Act i f  the  or iginal  record or record8 nould have been admissible therein. 

(2) Ihe commissioner may provide by regulation for  the deatsuc- 

t ion, a f t e r  reasonable periods, of records, reports,  t ranscr ipts ,  

other papere i n  his custody, or reproductions thereof, the preservation 

of which is no longer necessary fo r  the establishment of contribution 

l i a b i l i t y  o r  of benefit  r ight8 o r  fo r  any other purpose necessary t o  the 

proper administration of U s  Act, including any required audit  thereof. 

(g) Authority t o  administer oaths and issue subpoenas.--(l) In  

the discharge of the dut ies  iwosed by this Act, the oomniasion4r, an 

appeal tr ibunal,  the board of review, and &ny duly autharfred represent- 
* 

ative of any of 'them ahal l  have power t o  administer oath8 snd'aifirraa-

t ions,  take deposition&, cer t i fy  t o  o f f i c i a l  ac ts ,  and i ssue3  subposnas 

to compel the attendance sf lritneseea and the production of books, 

papers, correspondence, memoranda, and other records dedmd necessPrJ 
I 



Section 13(g) (1) 

a s  evidence i n  connection with a disputed claim o r  the a d m b i ~ t r a t i o n  

of t h i s  Act. 

(2' In case of contumacy by any person during a hearing or  

other A;-,-wetigation under t h i s  Act, o r  i n  case any person refuses t o  

obe;? c subpoena which has been issued t o  him under t h i s  Act, t he  coramis- 

sioner,  an appeal t r ibunal ,  the board of r e d e n ,  or any duly authorized 

r r p e e e n t a t i v e  of any of them, may apply f o r  a court order t o  be issued 

to  such person. Upon such application,  the order may be issued by any 

court of t h i s  S t a t e  within whose ju r i sd ic t ion  the  invest igat ion is  being 

carried on, o r  within whose Jur i sd ic t ion  the  person gu i l t y  of contumacy 

o r  of r e fusa l  t o  obey the subpoena i a  found, res ides ,  o r  t ransac t s  

business. The order may require  such person to appear before the  

o f f i c i a l  who i s  conducting the investigation,  to produce records o r  

other evidence i f  so ordered by such o f f i c i a l ,  and t o  give testimony 

there  regarding the matter under investi;3ation. Fai lure  t o  obey such 

order of the court  may be punished by said court  as a contempt thereof. 

(3) No person shall be excuaed from attending and tes t i fgfng or  

from producing books, papers, correspondence, memoranda, and other 

record8 before the c o ~ s s i o n e r ,  an appeal t r ibunal ,  the  board of revier; 

o r  any duly authorized representative of any o f  them, or i n  obedience Itp, 

..
the subpoena of any of them or of such reprpqentative, on the ground 

thpt the teetimony or elpldtsnae, .documentary o r  otherwise, requ'lmd of 

him may tend t o  incriminate him or subject  him to a penalty or forfei-

ture;  but no individual shall be prosecuted or  subJected t o  ariy penalty 

or fo r f e i t u r e  fo r  o r  on aocount of any transaotion, matter, o r  thing 
, 



Section U(g) (3) 

concerning w h i c h  he i s  conpelled, a f t e r  having claimed hi,: privi lege 

aga ins t  self-incrimination, t o  t e s t i f y  or produce evidence, documentary 

o r  otherwise, except t h a t  such individual  so  t eo t i fy ing  sha l l  not be 

exempt from prosecution and punishment f o r  perjury conrmitted i n  so 

tes t i fy ing.  

(h) Representation of agency i n  c o ~ . t r - - ( l )  I n  any c i v i l  

ac t ion to enforce the  provisions of thirs Act and i n  any proceeding f o r  

jud ic ia l  review pursuant t o  sect ions  6(i) and 9 ( g ) ,  the aomnclssioner, 

the board of  review, and t h e  S t a t e  may be represented by,any qua l i f i ed  

a t torney who is  employed by the  commissioner and i s  designated by hlm 

f o r  t h i s  purpose; or ,  a t  the colrmissioner's request, by the  at torney 

general,  o r  i f  the act ion i s  brought i n  the courts  of any other Sta te ,  

by any attorney qua l i f i ed  t o  appear i n  t h e  courts  of t h a t  State, 

(2) All criminal act ions  f o r  v iola t ion of any provision of this 

Act, or  of any r u l e s  o r  regulations issued pursuant thereto,  s h a l l  be 

prosecuted by t he  at torney general of the  Sta te ;  or ,  a t  his request  and 

under his di rect ion,  by the  p rosecu tbg  a t torney of any county i n  which 

the employing 'kit concerned has a place of business or  the  v io la to r  

resides. 

( i )  Disclosure of information.--Except as otherwise provfeled 

i n  this Act, information obtained from any employing u n i t  or  individual 

pursuant t o  the  administration of this Act, and determinations as t o  

t he  benef i t  r i gh t s  of any individual  @hall'be held confidential  and 

shall not be disclosed o r  be open t o  public inspection i n  any manner 

revealing the individualla or  the employing unit's iden t i ty ,  Any 



Section 1 3 ( i )  

c la immt (or  h i a  l oca l  roproscntative) ahdl1 be supplied with information 

from t h e  recorda of t h e  department, t o  t h e  extent necessary f o r  the proper 

presentation of his claim i n  any proceeding under t h i s  Act with  respect  

thereto,  Subject t o  such r e s t r i c t i o n s  as the commissioner may by regu-

l a t i o n  prescribe,  (1) i n f o m t i o n  rnay be made ava i lab l s  t o  my agency of 

th is  or  my other  Sta te ,  or  aqy Federal agency, charged with the  admin-

i s t r a t i o n  of an unemployment insurance program or the  maintenance of a 

sya t e~ l  of publ ic  employment o f f ices ,  o r  f o r  purposes of t h e  Federal 

Unemployment Tax Act t o  t he  Bureau of In te rna l  Revenue of t he  

United S ta tes  Department of the Treasury, and (2) information obtained 

* In cunnection with the  administration of the  employment service  may be 

made available to peraona or agencies only f o r  purpoaes d a t e d  t o  t h e  

operation of a public employment service,  Upon request  therefor,  t he  

c o d s s i o n e r  ehal l  furnish  t o  any ag:?ncy of the  United S ta tes  charged 

with the administrat ion of public works o r  ass is tance through public 

employment, t he  name, addreas, ordinary occupation, and employment 

statua of each rec ip ien t  of benef i ts  and such r ec ip i en t ' s  r i g h t s  t o  

fu r ther  benef i ts  under t h i s  Act, The commissioner may request  the  

CoanptroUer of the  Currency of the  United S ta tes  to cause an examination 

of the correctness of any re tu rn  o r  report  of any national bsnking asao-

citation rendered pursuant t o  t he  provisions of t h i s  Act ,  and m a y  i n  

connection with such request tranamit any such repor t  o r  re tu rn  t o  the 

Comptroller of the  Currency of the  United S ta tes  as provided in 

sscLion 1606gc) of the  Federal Unemployment Tax Act. 

( 3 )  Federal-State cooperatiofl,--(1) I n  t he  administration of 

94 



Section l3(j) (1) 

+;his Acl, the colnnisslonor sha l l  cooperate with the Departmer,t of Labor 

to the f u l l e s t  extent consistent w i t h  the provieions of this Act, and 

shall take such action, through the adoption of appropriate rules, 

regulations, administrative methods anti etandards, a:! may be necessary 

to  becure to this State  and i ts ci t izens a l l  advantages available under 

the provisions of the Sooial Security Act,ae amended, eection 1601 of the 

Federal Unemployment Tax Act, and the Wagner-Peyser Act, ae amended. 

(2) The c o d a s i o n e r  sha l l  comply with the regulations of the 

Secretary of Labor re la t ing  t o  the receipt or expenditure by t h i a  State  

of montry granted under any of such ac ts  and sha l l  make such reports, in 

such form and containing such information as  the Secretary of Labor may 

from time to time require, and s h a l l  comply with such provisions as the 

Secretary of Labor may from time to time f ind necessary to assure the 

correctness and verif icat ion of such reports. The commissioner sha l l  

afford reasonable cooperation with every agency of the United State8 

charged with the administration of any employment security law. 

(3) Zhe c o d s s i o n e r  i s  authorized t o  make such investigations, 

obtain and transmit such information, make available such aerpices and 

f a c i l i t i e s ,  and exercise such of the other powers provided herein with 

respect t o  the administration of this Act as  he deems necessary or  appro-

p r i a t e  to f a c i l i t a t e  the adraidatration of any State or Federal unemploy- 

ment insurance or  public employment service law and in l i k e  manner, t o  

accept and u t i l i z e  information, services,and f a c i l i t i e s  made availdble 

t o  the  State  by the agency charged with the adinlnistration of any such 

other unemployment insurance or public employment service law. 

t , 



Section 

PENALTIES 

SEC. 14(a)  Misrepresentation t o  obtain benef i ts  .--Any person 

who makes a f a l s e  statement or  representa t ion of a material  f ao t  knowing 

it t o  be f a l s e  or  knowingly fails t o  disc lose  a mater ia l  f a c t  with 

i n t en t  t o  defraud by obtaining o r  increasing any benef i t  under t h i a  Act 

or under an employment secur i ty  l a w  of any other State,  of the  Federal 

Governmant, o r  of a foreign government, e i t he r  f o r  himself or  for  any 

other person, s h a l l  be fined not l e s s  than $25 nor more than $200, or 

imprisoned far not longer than s i x t y  days, or both3 and each such falsa 

statement or representa t ion or f a i l u r e  t o  disc lose  a material fat+, 

s h a l l  cons t i tu te  a separate offenses Provided however, That no such 

f i n e  or imprisonment s h a l l  be imposed i n  any case i n  which disquali- 

f i c a t i o n  has been determined under sec t ion  h(b)(7). 

(b? Misrepresentation by employing unit.--Any employing u n i t  

o r  any of f i ce r  or agent of an employing u n i t  or  any other person who 

makes a f a l s e  statement or representa t ion knowing it t o  be fa lse ,  o r  

who knowingly fails t o  disc lose  a material  fact ,  t o  defraud an indivi-

dual  by prev&ing o r  reducing the payment of benef i ts  t o  which such 

individual  wauld otherwise'be en t i t l ed ,  or t o  avoid becoming o r  remail;- 

ing  a subject  employer, o r  to avoid or reduce any contribution or other 

payment required &om an employing un i t  under t h i s  Act or under t he  

employmen& secur i ty  law of any other State,  of the  Federal Govarnnent, 

o r  of a foreign government, or  who wi l fu l l y  f a i l s  o r  refuses t o  make any 

such contributions 5r other  p a p n t  or t o  fhn ish  any repor t s  required 

hereunder o r  t o  p r o h c e  or  permit the, inspection or copying of recordLs 

as required hereunder, s h a l l  be f insd not l e s s  than $25 nor more than 
,' 

$200, or  imprisoned for  not longer than s i x t y  days, or bath; and each 

such f a l s e  a t a t e m n t  o r  represealtatton or  f a i l u r e  t o  disc lose  a material 

fac t ,  @nd each day such f a i l u r e  or refusal continues shall cons t i tu te  a 



aeparate offcnac. 

(c)  Noncompliance with subpoena of  agency.--Any person who, 

n i thou t  j u s t  cause, fails o r  refuses t o  a t t end  and t e s t i f y  ir t o  answer 

any lawful inquiry  or  to produce boob8 , papers, cor r e  5pondeklc0, memoranda, 

and other records, if it l a  i n  h i s  power so t o  do, In  obedisnce to a sub-

poena of the  oomnrlssioner, an appeal t r ibunal ,  the board of review, o r  

any duly authorizad representa t ive  of any of them, eha l l  be flned not  lese 

than $25 nor more than $200 or  imprisoned f o r ,  no t  longer than sixty days, 

o r  both; and each day such failure o r  mfuaal continues ahall cone t i tu te  

a , s epa ra t e  offense. 

(d) Violation o f  l aw ,  rulea, o r  regulations.--btlp persap who 

wilfully v io la tes  any provision o f  this Act or my order,  rule, o r  

regulation thereuuder, t h e  violation of which l a  msde unlawful or  the 

obeervence of which is required under the  tema of  t h i e  Act, ac.d f o r  

which a penalty i s  ne i t he r  prescribed in this Act nor  provided by any 

other applicable statute, s h a l l  be Mned not  less than $25 nor more than 

$200 or  fItlprisoned f o r  n o t  longer than s i x t y  daya, o r  both; and each dw 

such v io la t ion  continues ahall cons t i tu te  a sqparate offense. 

( 8 )  Unauthorizad disclosure of l n f  ormation.--If t h e  coxnissioner 

o r  any enployele of the commissioner o r  any member or  employee of t h e  board 

of review, i n  v io la t ion  o f  t h e  provisions of sect ion 13( i )  ,,make8 aap df 8-

closure of information obtained from any employing unit o r  individual  in 

the adrPiniskatAon of this Act, o r  i f  any person who haa obtained arr$ list 

of sapplicat.8 f a r  work o r  of claixmnts o r  r sc ip ien ta  of benef i ts  under t h i s  

Act u o a i  o r  permitrl the use of such list f o r  my purpoae not'attthorl%edby 

aection 13(i), he sheill be fined not :?ow than $25 nor more .than $2OQ o r  

bprib.;cnad fo r  n o t  Pongtrr than ninety  days, or both. 
/ 
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Section 1.5 

Wi l JROCAX,  AWV&OF!GNTS 

3%. l 5 ( a )  I n t e r a t a to  benefia;payments.--Tho cormnissioner i s  

hereby authorized t o  enter  i n t o  reciprocal  arrangements Kith appropriate 

and duly authorized agencies of other Sta tes  or of t h e  Federal 

Government, o r  both, whereby po ten t ia l  r i gh t s  t o  benef i ts  under t h i s  

Act may cons t i tu te  t he  basis  fo r  payment of benef i ts  by another S t a t e  or  

by the  Federal Government and potenti'al r i g h t s  t o  benef i ts  accumulated 

under the  law of another S t a t e  o r  of t he  Federal Government may consti- 

t u t e  the bas i s  f o r  the p a p e n t  of benef i ts  by this State. Such benef i ts  

s h a l l  be paid under such provisions of this Act o r  under the provisions 

of 'he law of such S t a t e  or of the  Federal Government o r  under such 

combination of t h e  provisions of both laws as may be agreed upon a s  

being f a i r  and reasonable t o  a l l  affected i n t e r e s t s ,  No such arrangement 

shall be entered i n t o  unless i t  contains provision f o r  reimbursement to 

t h e  fund f o r  such benef i ts  a s  a r e  paid on the bas i s  of wages and service  

subject  t o  t h e  law of another S t a t e  or of the Federal Government, and 

provision f o r  reimbursement from the  fund f o r  such benefitas as a r e  paid 

by another S t a t e  or by t he  Federal Government on the basis  of wages and 

service subject  to t h i a  Act. Reimbursements paid from the  fund pursuant 

t~ t h i s  subsection aha l l  be deemed t o  be benef i ts  f o r  the  purpose8 of * 

this Act'; 

(b) Combining wage crdits.--The conmis~ioneri s  hereby author- 

ized t o  enter  i n t o  reciprocal  arrangements ,with appropriate and duly 

authorized agonciss of o ther  S ta tes  o r  of the  Federal Government, o r  



Sect ion  15(b) 

both, ahcrcby wago3, upon the bas i s  of which an indirtdual may become 

ont i  t l ed  t o  benef i ts  under an employment, secur i ty  law of another S t a t e  

or of the  Federal Government, eha l l  be deemed t o  be wages f o r  insured 

work fo r  the  purpose of determining his benef i ts  under t h i s  Act; and 

wages f o r  Insured work, on the  ba s i s  of which an individual  may become 

en t i t l ed  t o  benofits  under this Act sha l l  be deemed t o  be wages on t h e  

basis of which unemployment insurance i s  payable under such law of 

another S t a t e  or  of the  Federal Government* No such arrangement s h a l l  

be entered i n t o  unless it contains provision f o r  reimbursement t o  the  

fund f o r  such of t i e  benef i ts  paid under t h i s  Act on t he  bas i s  of such 

wages and provision f o r  reimbursement from the  fund for such benef i t s  

paid under such other law on t he  bas i s  of wages f o r  insured work, as 

the  conunlsaioner'finds w l l l  be f a i r  and reasonable t o  a l l  affeeted 

i n t e r e s t a ,  Reimbursements paid from the  fund pursuant to t h i s  subsection 

shall be deemed to be benef i t s  f o r  t he  purposes of this ~ c t , l /-
(c) Reciprocal coverage.--The commissioner i s  heretiy authorized 

to en te r  into reciprocal  arrangements with appropriate and duly author-

. i zed  agencies of other S ta tes  o r  of the  Federal Government, or  both, 

whereby, notwithstanding the  provisions of section 5 (k)  3 

Sta tes  which provide f o r  c h a r g i ~ gemployer acc'ounts with benef i t s  
paid may provide f o r  not charging benef i ts  paid on combined wages 
by inser t ing  tho folloning language a t  this points *except t h a t  
no charge s h a l l  be made t o  an employer's account under sect ion 8 
i n  excess of the  m a x i m u m  benef i ts  payable under section 3 or  when 
no benef i ts  would have been payable t o  an individual  but f o r  this 
section,  because of t he  lack of wages f o r  insured work necessary 
t o  qua l i fy  f o r  benefi tsen 

I 



Section 1 5 ( c ) ( l )  

(1) Service performed b3- an individual  f o r  a s ingle  employing 

u n i t  f o r  which service  i s  customarily performed by such individual  i n  

mora than one S t a t e  s h a l l  be deemed to be service  performed en t i r e ly  

wi thin  any one of the S ta tes  i n  which (A) any p a r t  of such individual 'e  

service  i s  performed, o r  (B) such individual  has h i s  residence, or  

( C )  t he  employing unit maintains a place of business; Provided, That 

the re  i s  i n  e f f ec t ,  as t o  such service,  an approved e lect ion by an 

employing u n i t  with t h e  acquiescence of such individual ,  pursuant t o  

which s e r d c e  performed by such individual  f o r  such employing u n i t  i s  

deemed t&be performed e n t i r e l y  within such State; ancl 

(2) Service performed by not more than three  individuals,  on 

any port ion of a day but not necessar i ly  simultaneously, f o r  a s ing l e  

employing u n i t  which custonlarily ope'rates i n  more than one S t a t e  shall 

be deemed t o  be se rv ice  performed en t i r e ly  wi thin  the  S t a t e  i n  which 

such employing unit maintains the  headquarters of i t s  businessr 

Provided, That there  i s  i n  e f fec t ,  a s  to such service,  an approved 

e lec t ion  by an employing u n i t  with t he  aff i rmat ive  consent of each such 

individual ,  pursuant t o  which service  performed by such individual  f o r  

such employing u n i t  i s  deemed t o  be performed en t i r e ly  wi thin  such State. 

(d) Reexamination of reciprocal  arrangements.--If a f t e r  entering 

i n t o  an arrangement provided by sect ion 15(a ) ,  (b),or (c )  t he  comiss ioner  

f inds  t h a t  the  employment secur i ty  law of any S t a t e  o r  of the  Federal 

Government par t i c ipa t ing  i n  such arrangement haa been changed i n  a 

material respect ,  t h e  commissioner s h a l l  make a new f inding as t o  whether 

such arrangement s h a l l  be continued with such S t a t e  o r  w i t h  t h e  Federal 

Government. 



Coopsra.tAon w i t h  agencies of f o r e i ~ ngovernments.--To the( e )  - -
extent penniosible  under the laws and Constitution of the United States,  

the coxnisoioner i s  authorized to  enter i n t o  or cooperate i n  arrange- 

ments whereby f a c i l i t i e s  and services.provided under t h i s  Act, and 

f a c i l i t i e s  and services provlded under the employment securi ty  l a w  of 

any foreign government may be u t i l ized  for  the taking of claims and the 

pqyment of benefits under the employment sectutty law of this State  or 

ur.der a similar l a w  of such government; and to  enter in to  arrangements 

of the character provided i n  t h i s  section wi th  the  agency of a foreign 

government administw i n g  an employment secur iw law,  



Section 16 

SEC, 16. The legirlature reserves the right to emend or repeal 

all or any part of thir Aot at time; and there rhall be no m t e d  

private right of rrsy kind against such amendmnt or repeal. A l l  the 

rights, privileges, or inmunities conferred by tMr Aet or by acsts 

done pwauant thereto shall d r t  arbject to the para of the legirlsture 

to amend or repePl tMs Act at  aay time. 

Section 17 


SEPARABILITI OF' PR0VIS10NS 

W ,  17, If q prorielon of t h i s  Act, or the appllcatiaa 

thereof to e ~ p rperson or cirmustance, l a  held Invalid, the rslaairader 

of t h i a i  Act, and the application of such provislm fo other peraona 

or  cirorunetancer, shall n o t  be aifzcted thereby. 

Section 18 

EFFeCTIVE DATE 



Declaration of State Public Policy 

A statemant of public policy i s  of continuing value i n  the administra-
tion and interpretat ian of an employment security law, It is perhaps 
more important In  periods of high-level employment than i n  period8 of 
extensive unemployment. Durlng these l a t t e r  periods the harm resulting 
from unemployment is recognized and there is  general acceptance of the 
neceaaity f o r  allexlatory legislation. In periods of high-level employ-
ment there i s  l e s s  recognition of th i a  need, partly because the public 
is inclined to forget  and par t ly  because employment security legls la-  
tion has mitigated the e f fec t  of such uneanployment aa does exist. One 
d i f f i c u l w  which  a progrm of preventiaor, such as unemployment insurance, 
maye faces l a  t h a t  it tends t o  destroy the verg evldenco which juati- 
fie8 i ts  &igtence. 

Zhe policy statement i's a rsmizxier t h a t  the legis lature  found untmploy-
m a t  e menace t o  the health, morala, and welfare of the people and 
adopted leg is la t ion  f o r  the abatement of the  menace through the main-
h a n c e  of a f m e  public employment service and the se t t ing  aside of 
wempl-t reaerves t o  be used f o r  the benefit of unemployed persons. 

Section 1 

SHORT TITLE AND RULE OF :iTATUTORY CONSTRUCTION 

'Ihe t i t l e  W@oyment Security Act" suggests the broad scope of the wem-
ployment insurance and placement program. It is short  and therefore 
slmplifiea reference to the Act. 

Zhe Nile of s ta tutory construction is designed t o  assure t h a t  the Act 
w i l l  be l ibe ra l ly  construed t o  accomplish its broad social  purpose, i n  
a olanner consistent with those standards of the Federal l a m  which must 
be satisfled if the grants and privileges of the Federal act6 a re  t o  be 
avoifable t o  the State a d  its citizens. 



Camnentarg - Section 2 

DEFINITIONS 


S a c ~ l o n2 includea dofinitiona of tema which have epecial, limited, or 
purely technical meaning f o r  the purpobe of the employment securlty act, 
lhey are  arranged i n  alphabetical order t o  f a c i l i t a t e  reference, Worde 
and term8 which a m  not defined i n  thier or  other sections of the Act are 
used i n  the i r  ucrual (dictionary) meaning rather than i n  any special aenae. 
Tenue which are defined in other aectione of the  Act a re  l i s t e d  a t  the end 
of the caamentary on t h i a  aection. 

(a) American vesae1,--A de f in iuon  of American veaeel i a  needed in the 
Act because the coverage of maritime service i a  limited t o  aervice per- 
formed on American vessela. The defini t ion i a  similar t o  tha t  in aec-
t ion 1607(n) of the Federal. Unemployment Tax Act, The coverage of -serv ice  
p a r f o m d  on American vesaels does not folluw the usual localization 
provis3.ons of section 2(k)(2)  and (3), but  i s  baaed on the authorization 
In  8eci;ion 1606(f) of the Federal act ,  aa eret for th  in section ;Z(k)(l)(C) 
and as ernplained I n  the commentary on t h a t  section (rmaritime servicen). 

(b) Base eriod.--All eyetams of unemployment insurance include aoxtis 
basisTP-o r  meaeuring the accltlrmzlation of benefit r igh ts  and the ut i l iaa-
t ion  of those r lghts .  In contrast to the old-age and survivors insurance 
program, unemplopmt insurance i e  a ahort-term program with righta 
currently established by workers i n  the labor force f o r  use i n  the event 
of t h e i r  unemploymeht in t he  re la t ive ly  near futuye. lhe State  1-8 
idsn%imthe period f o r  measuring the a c c d a t i o n  of rights ae a base 
period. It is a period of the  claimantfa previous employment w e r i e n c e  
i n  insured work, which i a  used as the base for  determining inawed atatus, 
weekly h e f i t ,  and maximum mual  benefits. The fm definit ion8 of t h i s  
period lDhich a re  suggested i n  the d ra f t  u t i l i z e  a one-year base period 
and r e l a t e  it to another one-year period, the benefi t  year, in which 
benefit  righCa bgsed on the  claimantt a bass-period employment may be . 
exercipled. Theaw definikLona provide a base period f o r  each individual 
related t o  hi8 indiqidual benefit  year, which in turn i s  ordinarily 
related to the beginning of h i s  unemployment (see page C - 4).  

Fir& def in i t iont  Under the f i r s t  definition, the base period i a  #the 
B r a t  four  of the laat f ive  completed calendar quarters immediately 
precwilkg &he.first dey of an individual f's benefit year, "he interval  
betwee'nr the, end of the base period and the beginning of Lhe benefit  y e w  
(three, to 8ix mbn%hs)i~ intended t o  allow t h e  for the  recording of ,the 
baae-ger'fod wage$ naceasary t o  establ ish a benefi t  year, prior t o  the 
beginning sf such a year. Tke language of such a provision allows a 
miniar.um lag of one qwter bat  rsincc8 wuga reports are mual ly  received 
one month arfbr the cloaa of a quarter arxd wage record8 ahodd be 
available a t  the beginning of the quarter i n  which they be needed, 
the operating % b e  for proce~s ing  t h e  wags report8 i s  only lam months. 
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Second def in i t ions  The second de f in i t i on  d i f f e r s  from the f i r s t  En pro-
viding an i n t e rva l  of four t o  seven months between the end of  the baae 
period and the beginning of t he  benef i t  year. Thua i t  alluws one month 
more for the processing of wage records; it i s  included i n  t h e  d r a f t  f o r  
those Staten which have found the i n t e rva l s  allowed under the  f i r s t  
de f in i t ion  too shor t  f o r  t h i a  purpose. Because i t  a l l m e  three  months 
fo r  processing t h e  wage records received each quarter ,  it makes possible 
year-round processing of wage reccrds,  

A shor ter  l a g  between base period and benef i t  year,--with the  high-quarter 
formulae presented i n  th ia  Manual, it i a  essential t o  have the base p e ~ o d  
cons t i tu te  four calendar quar ters .  If t h e  benef i t  year begins with the  
f i l i n g  of a request  f o r  a determination of insured s ta tus ,  and the  base 
period i s  i n  ttcms of calendar quarters,  it i a  impoaplibla t o  eliminate all 
lag between thd base period and t he  benef i t  year. It' is  posaible, however, 
t o  el iminate the  l ag  quar te r  and t o  reducc the l ag  to l a s s  than a calendar 
quar te r  i n  S ta tes  i n  which the i n d u s t r i a l  pat tern  and experience with 
employer compliance with the reporting requirements a r e  such aa t o  p e a t  
doing away with quar te r ly  wage report ing and t he  maintenance of wage-record 
f i l e s .  Ihe base period would then be defined as the Wfom completed calen- 
dar  quar ters  immediately preceding the  f i r s t  day of an individualla benef i t  

@year. (For ra transft ion provision when the base period and benef!.t year 
are changed, ~ e epage C - 5l,) 

The chief advantage of such a system i s  t h e  elimination of time-conaltming 
procgdurea involved in obtaining and processing a large number of wage 
items rrhich w i l l  never be used fo r  benef i t  determinations. Another ;advan-
tage i s  that most employers need f i l e  only one r epo r t  f o r  an individual ,  
after a claim is  f i l e d  combbing a repcr t  of wages f o r  the bsse period 
(by quar ter)  aad a repor t  regarding t he  reason f o r  the  worker's separation. 

To assure %herti benef i t  payments a r e  not delayed by f a i l u r e  sf employers t o  
comply promptly w i t h  tho  request f o r  wage and separation da ta  t he  law of a 
State which does no t  require quar te r ly  wage repor ts  should contain specif ia  
authosiaation t o  t he  c d s s i o n e r  to compute and pay benef i t s  on t he  bas i s  
of information fltmiahed by the  claimant in cases i n  which employer repor t s  
are delayed beyond a specified time. Such a provision could well be included 
i n  sect ion 13(e), concerning records and repor t s  of employing units. 

Since such a .  atem places an claimants the  respansibility f o r  identif'ying 
all baseqs r iod  employers when they f i l e  t he i r  claims, each employer should 
be required, by s t a t u t e  or regulation,  t o  furnish abl workers employed by 
him with writtern not ices  bearfng the employerts firm name, account number, 
arad reporting address. 

--A uniform bsse  perlod, with a corresponding uniform 
rocommended i n  s p i t e  of the  s impl i f icat ion involved 

in using t he  calendar year a s  the base year f o r  dl claimantsl who f i l e  
a benef i t  year beginning three  Lo six monthats rafter the end of 
ar year. Definit ions of uniform base period ord uniform benef i t  

yew h&v@been omitted f r o m  this edi t ion of the  Wi~ua l  because it h s  been 
found that a c h  s syetem a f f e c t s  d i f f e r en t  claimants unevenly, depending 
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on nhen the i r  employment began i n  r e l a t i on  t o  t h e  base period and /or 
uhcn t h e i r  un@np.loyment began i n  re la t ion  to  t he  benef i t  year. Specif-
i c a l l y ,  (1) maqy claimants may lose  their benef i t  r i gh t s  o r  have them 
great ly  reduced because t he i r  earnings in a continuous s p e l l  of ernploy-
ment a r e  divided between two baae periods; (2) e l i g i b i l i t y  f o r  benef i ts  
of new en t ran t s  t o  t he  labor  force  may be unduly delayed; (3) unused 
nage c r ed i t s  f o r  a considerable period would be avai lable  t o  establish 
r igh t s  f o r  a aecond benefit year and in some cases a th i rd  benef i t  year l' 
K!.thout intervening employment. I n  addit ion,  t h e  majority of claimants 
draw benef i t s  based on mbre rernote (and therefore l e s s  representa t ive)  
employment and wages than with an individual  base period. 

Moreover, a uniform base period and bene f i t  year  r e s u l t  i n  an annual 
concentration of the  nage record load and the  claim load a t  the beginning 
of the bene f i t  year o r  j u s t  p r i o r  thereto.  In  addi t ion t o  the  not ices  of 
unemployment of workers jurst becoming unemployed, t h e  agency reoeivee 
requests f o r  determination of insured s t a t u s  and claims f o r  benef i t s  
from claimants i n  compensable s t a t u s  a t  the  erid of the  old benef i t  year, 
from ?hose who exhausted t h e i r  benef i t  rights i n  the  old bene f i t  pear
arwl + b v e  remained unemployed, and from those who were not insured i n  the 
old benef i t  year but may be insured i n  the new benef i t  year. 

(c) Benefits.--Benefits are d.efined i n  terma of "money payments payable 
to an indivia'ual; as provided i n  t h i s  Act, with respect  t o  h i s  unemplay-
mentn t o  assure t h e  payment of benefi ts  i n  money, and t o  oonfina the use "E 
of t h e  term to such money payments. Thus a claim f o r  benef i ts  is a 
claim f o r  a money pbyment; a request f o r  a determination of insured 
s t a tu s ,  o r  a not ice  of unanployment, or a c e r t i f i c a t i o n  f o r  waiting-
week c r e d i t  ie not  a claim f o r  benefits.  

(d) Benefit  ear .--The bene f i t  year i s  t h e  period f o r  whi ch the deter-
minat&on o nsured s t a t u s  i s  e f fec t ive  f o r  an insured worker, A deter-
mination of weekly anal maximum annual benef i ts ,  once made f o r  an 
individual ,  w i l l ,  i n  the absence of an e t r o r  or  of addi t ional  wage 
information, remain unchanged throughout the  benef i t  year. 

The individual  benef i t  year, used with e i t he r  of the  def in i t ions  of baae 
period, is a one-year period which bagins with t h e  day as of which an 
individual first f i l e s  a request f o r  a d e t e m i n a t i m  of hi8  insured 
sta tus  and is found to have su f f i c i en t  wages t o  be an insured worker, 
as defined i n  sec t ion  2 ( 0 )  of the  Act. The Bureau rocomends t h a t  a 
determination of insured s t a t u s  may be made, whether or  not the  fndivl-  
dual  is unemployed when he requests this determination, f o r  th ree  
reasonst F i r s t ,  t he  determination of unemployment i s  r e l a t ed  t o  a 
week and when an individual  first appears a t  tho o f f i c e  it i s  not known 
whether he w i l l  be unemployed f o r  a week. For claimante for benef i ts  
f o r  t o w  unemployment, the severance of the  employment re la t ionship  
i a  of t en  i nde f in i t e ,  %any remain "on ca l l n  f o r  t h e i r  employers. More-
over, p a r t i a l l y  employed individuals  a r e  permitted t o  f i l e  claims when 
they are claiming p a r t i a l  benefits. ;Second, there  i a  need f o r  rr prooed-
ur s  under which a worker may oontest  a deciaion on coverage p r io r  t o  the 
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t ime he i s  unemployed, The f i l i n g  of a r eques t  f o r  de te rmina t ion  of 
insured  s t a t u s  xi11 permit  a n  employed worker t o  appeal  an  exc lus ion  
from coverage and o b t a i n  a hearing,  before  he becomes'unemployed, on 
an  i s s u e  v i t a l l y  a f?ec t ing  his r i g h t s .  Third, if t h e  agency could n o t  
e s t a b l i s h  a b e n e f i t  year u n t i l  a worker had c e r t i f i e d  t o  a week o f  unem- 
ployment, many rede termina t ions  of insured  s t a t a s  would have t o  be made 
M e n  c la imants  d id  n o t  r epo r t  a week of unemployment u n t i l  a l a t e r  q u a r t e r r  

I 

Tqe ind iv idua l  b e n e f i t  y e a r  i s  de f ined  a s  a one-year per iod,  r a t h e r  than  
a  fifty-two-week period which i s  one o r  two days s h o r t  of a f u l l  year. 
I n  a  few instances., a fifty-two-week b e n e f i t  y e a r  could r e s u l t  i n  the' 
i n c l u s i o n  o f  t he  same calendar  q u a r t e r  i n  t h e  base period f o r  each of 
two success ive  b e n e f i t  years .  To i l l u s t r a t e ,  a b e n e f i t  year  of f i f t y - '  
two f u l l  weeks from January 1, 1950 t o  December 30,  1950, could be  f  ollawed 
by a b e n e f i t  year  from December 31, 1950 t o  December 29, 1951, Under t h e  
f i r s t  d e f i n i t i o n ,  t h e  base per iod  f o r  both those  b e n e f i t  yea r s  would then  
inc lude  t h e  ca lendar  q u a r t e r  J u l y  1 t o  September 30, 1949, 

For a d i scuss ion  of t h e  a l l o c a t i o n  t o  one b e n e f i t  year  of a conpensable 
week which f a U e  w i t h i n  two such yea r s ,  s e e  comments on s e c t i o n  2 (a) ,  
page C - 22. 

( e )  Calendar quarter.--?he term calendar  q u a r t e r  i s  used throughout t h e  
Act in the d e f i n i t i o n s ,  i n  the b e n e f i t  foxmula; and as t h e  period f o r  
con t r ibu t ion  c o l l e c t i o n .  

( f )  Claimant,--This term covers  i n d i v i d u a l s  who a r e  a t  aqy s t a g e  i n  the 
prgcess of e s t a b l i s h i n g  t h e i r  r i g h t s  t o  bene f i t s .  Claimant as here  used 
inc ludes  i n d i v i d u a l s  Prfio have ind ica t ed  t h e i r  i n t e n t i o n  t o  claim b e n e f i t s  
by f i l i n g  a r eques t  f o r  a  de te rmina t ion  of insured  s t a t u s  o r  a n o t i s  of 
unemployment o r  a  c e r t i f i c a t i o n  f o r  a wai t ing  week as w e l l  as i n d i v i d u a l s  
who a r e  f i l i n g  claims f o r  t h e i r  f i r s t  week of  b e n e f i t s  and b e n e f i c i a r i e s  
r h o  are f i l i n g  claims f o r  subsequent weeks of  unemplopient, 

(g) Commissioner.--If t h e  t i t l e  of t h e  respons ib le  o f f i c i a l  o r  board 
i n  charge of t he  agency adminis te r ing  the  law i s  def ined ,  t he  drafting 
o f  l e g i s l a t i o n  i s  f a c i l i t a t e d  by the u s e  of  a s h o r t  term such as 
ncommfssioner,n ncommission,M o r  "departmentn and t h e  neces s i ty  f o r  
f u l l  i d e n t i f i c a t i o n  wi th  every  re ference  i s  avoided. Commissioner, for 
example, may refer t o  t h e  Commissioner of Labor o r  t h e  Commissioner of 
Employment Secur i ty .  The term t o  be de f ined  w i l l  depend on t h e  
admin i s t r a t i ve  organiza t ion  s e t  up i n  s ec t ion  12. 

{h) Contr ibut ions.  --!Re d e f i n i t i o n  l i m i t s  the term cont r ibu  .,Loner t o  
payments made by an  onip'oyer i n t o  a S t a t e  ununployment fund "on account 
of having ind iv idua l s  performing norvice f o r  him.n I n t e r e s t  and penal-
t i e s  a r e  n o t  con t r ibu t ions  since t hey  are payable , 'beca~ze  of l a t e  payments 
r a t h e r  than  on account of employment. The d e f i n i t i o n  ccrrecsponds t o ,  b u t  
i s  broader  than,  the p r o d s i c n s  of s e c t i o n  1600 of the Fedqral  Unemployment 
Tax Act which impme an employer tax "with r e s p e c t  t o  having ind iv tdua l s  

, i n  h i e  employ,n because t h e  cancspt  of nemployment* i s  more i n c l u s i v e  
than  t h e  Federal proviplion in t h a t  it goes beyond a m a s t e r - a e m n t  
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re la t ion  (see  sect ion 2(k) ( 5 ) ) .  (Treasury regulations provide t h a t  
contributions may be credi ted f o r  t ax  o f f s e t  whether or  not  they are  paid 
with respect; t o  nemploymentn a s  defined i n  section 1607(c) .) THe def ini -  
t i o n  a l s o  corresponds t o  the  provisions of 1601(a)(3) which exclude 
i n t e r e s t  and penal t ies  from consideration f o r  purposes of tax of fse t .  

1 

If a S t a t e  co l l ec t s  contributions f r o m  workers as  well a s  employers 
(see page C - 8 4 ) ,  the  def in i t ion  should be modified appropriately. 

(if) Em 1oyer.--!hroughout the  Act i t  i s  necessary to dis t inguish 
betwe* e n t i t i e s  (whether persons or type3 of organizations) 
w.iich a r e  required t o  contribute to the unemployment fund and otheir legal 
e n t i t i e s  which have had some employing experience but a re  no t  l i a b l e  
f o r  such paymente. !he term employing un i t  (see sect ion 2 ( j ) )  i a  used 
i n  the  more inclus ive  sense while the  defined term employer i s  l imited 
fa persons and organizations l i a b l e  f o r  contributions. The d i s t inc t ions  
between the  two terms should be ca re fu l ly  observed since i t  i s  frequently 
necessary t o  d i s t ingu ish  between subject  and nonsubject employing un i t s  
f o r  which service  i s  performed. 

If s ign i f ican t  changes a r e  made i n  the scope of the  def in i t ion  of 
eatployer, it i s  essen t ia l  t h a t  the date the  amendment becomes e f f ec t i ve  
be embodied i n  the def in i t ion .  I f  coverage i s  extended, t he  date indi-
cates  the  time as of which contributions and benef i t  r i g h t s  begin to 
accrue. 

I n  some S ta tes  only those employing un i t s  which employ a specif ied 
number of individuals  wi thin  a specified period a r e  employers. The 
number of ' ind iv idua l s  may be approximated i n  terms of a specif ied pay 
r o l l  witbin a period. Three def in i t ions  a r e  included i n  the  d r a f t ,  
The f i r s t  de f in i t i on  i s  preferred.  \ 

F i r s t  de f in i t i on  of employer2 coverage of one or more a t  any time.--
b e  most s a t i s f ac to ry  def in i t ion  of anployer includes a l l  employing 
units having any covered service perfo&ned f o r  them. W i t h  such a -
de f in i t i on  t h e  .only bas i s  f o r  exclusion under the  A c t  i s  found i n  the  
employment exclusions (section 2 ( k )  (6) ) . The f i r s t  de f in i t ion  makes 
tnbJect  t o  t he  Act any employing u n i t w h i c l ~  had one or more individuals 
engaged i n  employment a t  any time, as does t he  Social Security Act f o r  
the old-age and survivors insurance program, The major advantage of the  
de f in i t i on  is t h a t  it aaaures al.1 workers engaged i n  covered employment 
the  opportunity t o  become insured. There i s  l i t t l e  j u s t i f i c a t i on  f o r  
l im i t i ng  t h a t  oppor twi ty  t o  workers who happen to work f o r  employers 
with a given number of employees and denying it to workers engaged by 
employers w i t h  fewer employees. Idoreover, f o r  workers whose employment 
i s  ma t t e r ed  among, a number of employers and employing un i t s ,  the  wages 
from an anployer excluded by a size-of-firm t e s t  may make the difference 
between insured s t a t u s  and lack of s t a tu s  o r  may aubsbnt ia l l ly  increase 
t h e i r  weekly bene f i t  amount or t o t a l  potential, benef i ts ,  

A mrecondary advantage, but a vary important one, l i e s  i n  the rsbplioitiy 
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of adminiatration under the  def in i t ion .  ' h e  only f a c t  t h a t  n13ed be 
determined i s  . t ha t  some one perf omed seryice  covered by t he  Act f o r  
the employing u n i t  i n  the year. Ple un i t  i s  not  subject  i n  any year  
unleaa i t  engages someone i n  such service. There i a  no problem of 
re t roac t ive  coverage f o r  service performed during the f i r s t  p a r t  of a 
calendar year because there 18 no pay-roll t e s t  ( f i r s t  a l t e rna t ive)  and 
no weeka-of-employment t e s t  (second a1ternat ive)  . 
For firthar discussion of this de f in i t i on  see t he  aomments on Provisions 
t o  extend coverage, page C - 8. 

sec t ion  2 ( i )  (2) includes within t he  d e f i n i t i o n  of employer, f o r  the 
e f fec t ive  period of t h e  election,  any employing u n i t  which urder  sec- 
t i o n  7 of t h e  Act has e lected coverage of excluded services. 

Second def in i t ion  of employer i n  terms of amount of pay roll.--Under 
this de f in i t i on  employer s t a t u s  i s  determined by tho amount of rages  
paid ' in  a ca lendar  quar te r  without regard t o  the  number of workers o r  
the l eng th  of t h e i r  employment, The inclusion of the  phrase Wn e i t he r  
the  current  o r  preceding calendar year* r e s u l t s  i n  continuous coverage . 

from year  t o  year unless l i a b i l i t y  i s  terminated; it prevents there  ' 
being a subs tan t ia l  period a t  the  beginning of each year during which 
no mploying unit, 5a aubject t o  the  law, 

The extent  t o  which coverage m a y  be broadened or narrowed under t h i s  
def izdt ion rill depend on the amount of pay r o l l  se lected as a bas i s  
oftcoverage. 'he amount of wages used t o  determine coverage should be 
determined i n  the l i g h t  of t h e  coverage desired and t he  wage l eve l s  i n  
t h e  State. Sta tes  adopting each an approach t o  coverage should s e l e c t  
a figure which w i l l  p e r n i t  the  widest .possible coverage and el iminate 
persons only caeually attached t o  the labor  market. Pay-roll coverage 
tests now in S t a t e  lawa vary; most of them can be met by employera of 
*one O r  E t 0 Z ' 0 e n  

S i r d  definition of employer i n  terms of  number of workers.--The bas ic  
pa t te rn  of t h e  definikkon of employer i n  the Federal Unemployment Tax 
Act (sect ion 1607(a)) ia fo l l omd  here. Employer coverage i s  based on 
employlnbnt o f  a given number of Xndividuals within a given number of 
weeks i n  t h e  year. Because &he dsf i n i t i o n  i s  based on service i n  a 
number of,  d i f f e r en t  a l andar  weeks within a year, the  provision contains 
a chsuae f o r  &eating a s  two aeparate weeks a week which f a l l s  p a r t l y  -
within erne calendar year and par t ly  within the  next calendar year, 

Under the  Federal Unemployment Tnx Act, t he  minimum number of workers 
specif ied i s  sight arid the number of days (each day i n  a d i f f e r en t  
calendar week) i a  twenty. Many Sta tes  using t h i s  method of coverage 
have reduced the  number of workers below e igh t  o r  t h e  number of weeks 
below twenty. A few Sta tes  supplement ,de f in i t ions  of this type wdth 
provieiona whioh extend coverage t o  employers who have extensive 
operations i n  t he  S t a t e  fo r  +periods shor ter  than t he  specified numb* 
of ~ 0 8 k 8 ,  For example, s u ~ e m e n t a r y  provisipns cover employing unit& 
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havlng *twenty-five workers i n  one week or  a $10,000 pay r o l l  i n  any 
quar ter .  

'he proviaion i n  terms of pay r o l l  i s  ea s i e r  to administer than t h a t  
i n  terms of the  number of workers and the  number of weeks they worked, 
s ince  the amount of pay r o l l  by calendar quar ters  can be obtained more 
read i ly  than information on weeks of employment. 

Provisions to extend coverage, second and t h i r d  definitions,--Under both 
~ s e c o n d e c e s d e f i n i t l o n s , a r ywhen 
covbrage i s  "one or  more," are included to  extend ccverage. 

(1) Service covered by an e lec t ion  i n  another S ta te ,  --The proviso clause 
i n  paragraph (1) of these a l t e rna t ive  de f in i t i ons  has t he  e f f ac t  of making 
an employing u n i t  aub3ect t o  t he  S ta te  law even though it has  elected t o  
have the service  performed for  i t  i n  the  S t a t e  covered under another S t a t e  
law i n  accordance with an i n t e r s t a t e  arrangement (see comments on sec-
t ion  15(c) (1),  page C - 123). The purpose of t h i s  proviso i s  t o  make 
suss t h a t  such employment i s  included i n  determining the  s t a t u s  of such 
employing u n i t  as a n  employer. No contributions, however, will be pay-
ab le  on t he  ba s i s  of this service because it i s  excluded fmm the  def ini -  
t i o n  of employment by sec t ion  2(k) ( 6 )( 8 ) .  

(2) Successor employers.--Paragraph (2)  of the a l t e rna t ive  de f in i t i ons  
of employer gives t he  s t a tu s  of employer t o  an employing u n i t  which 
acquires subs tan t ia l ly  a l l  the  a s se t s  of another employing u n i t  which 
was an employer a t  the  time of the  acquis i t ion.  I f  the  acquiring u n i t  
purchases only a por t ion o f  the  business, s t a tu s  i s  not acquired unless 
the  por t ion t ransferred was l a rge  enough t o  have made t he  t rans fe r r ing  
employer subject  or unless the  successorls  enployment record i n  com- 
bination with tha t  of t he  predecessor meets the t e s t  i n  paragraph (3) .  
For example, i f ,  i n  a Sta te  which lin?its coverage t o  employing un i t s  
with a pey r o l l  of $200 i n  a quar ter ,  an employer with a quar te r ly  
pay r o l l  of $300 sold half  of h i s  business, the port ion of t he  busi-
ness t ransferred would not i n  i t s e l f  be large enough t o  have estab- 
l i shed t he  sub jecthvi ty  of t h e  t rans fe r r ing  employer; or i f ,  i n  a 
S t a t e  which l i m i t s  coverage t o  firms with e igh t  or more employees, an 
employer with nine employees sold a port ion of h i s  business involving 
the  employment of f i v e  employees, there would be no t rans fe r  of 
employer a t a tu s  t o  t h e  successor un i t .  I f ,  however, the t rans fe r r ing  
eraployer had had twenty employees and his s a l e  had involved ten of  
them, the  acquiring unit would automatically become an employer. 

(3) Merger of employment records.--In case of the  to5al  t r ans f e r  of 
a buahs s s ,  the combined anployment record, &ether pay r o l l s  o r  
number of individuals,  of a successor employing un i t  and the  predeces- 
sor  is the t e s t  f o r  determination of employer s t a tu s .  This proviaion 
i s  needed when nei ther  u n i t  p r i o r  t o  the acquisit ion had enough pay 
r o l l  or enough eanployeea f o r  a long enough period t o  qua l i fy  aa an 
employer. The provision has no re t roac t ive  e f f e c t  on the  predecessor 
employer bu t  makes tho auccessar subject  a t  the time of the  t r ans f e r  
without having t o  es tab l i sh  h i s  l i a b i l i t y  on t h e  basier of h i s  own 
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experience sf t e r  the t ransfer .  IT2 th  the second def in i t ion  of employer, 
t h i s  would delay l i a b i l i t y  f o r  a t  l e a s t  one quarter;  with the t h i rd  
def in i t ion ,  f o r  tho number of weeks specified i n  section 2 ( i ) (1 ) .  

( 4 )  Combn ownership o r  control provision.--In cases of common control  
o r  omcrsh ip  of a number of nonsubject employing un i t s ,  each un i t  i s  an 
employer :.f the t o t a l  employment of a l l  such un i t s  i s  su f f i c i en t  t o  make 
a s ing le  employing u n i t  an employer. 'Lhs purpose of t h i s  provision i s  
t o  prevent avoidance of coverage by a businens enterpr ise  through the  
device of organizing &a a group of separate l ega l  e n t i t i e s ,  

( 5 )  Coverage based on Federal liabi11ty.--Employing u n i t s  subject  t o  
the  Federal unemployment tax ,  by reason of having e igh t  o r  more 
employees i n  the United States, a r e  subject  t o  the  S t a t e  law even 
though suoh employing un i t s  a r e  no t  eaployera under the  S t a t e  law by 
reason of any other  provision of section 2Ci). In the absence of such 
a provision (and i n  the absence of a voluntary e lect ion)  the employing 
un i t s  i n  question would be required ta pay the  f u l l  Federal t ax  on the  
service  performed within the  S t a t e  and the individuals performing such 
senr ice  would be deprived of any benef i t  c r e d i t  f o r  such servioo. Ihe 
provision i a  so  d r a m  t h a t  i f  a t  any time i n  the  fu ture  smaller employers 
arc1 covered under the Federal Unemployment Tax Act, coverage under the  
S t a t e  law w i l l  be automatically extended. Since this provision estab- 
l i s h e s  coverage under t he  Sta te  l a w  on the bas i s  of the employing 
u n i t ' s  l i a b i l i t y  f o r  the Federal unemployment tax i n  e i t h e r  the  current  
o r  preceding year  and continues such coverage u n t i l  it is  terminated i n  

o accordanue with the provisions of  section 7, it w i l l  provide continuoue 
coverage. 

An employer subject  t o  t he  Federal Unemployment Tax Act is  l i a b l e  f o r  
S t a t e  contributions not only with respect  to  service  on which he i a  
required t o  pay the Federal t ax  but a l so  with respect  t o  any other  
service  performed f o r  him which comes within the State's d e f i n i t i o n  
of employment: 

The companion provision i n  the  def in i t ion  of employment (section 2(k) 
(l)(D)) should be noted. Together these two provisions w i l l  permit 
the S t a t e  t o  levy S ta te  contributions on any service on which t he  
emplgying un i t  is  l i a b l e  f o r  the  Federal tox. Automatically, they 
w i l l  enable a S t a t e  to  take immediate advantage of any axtension o f  
coverage under the  Federal ac t .  

( 6 )  Continued coverage.--Paragraph (6) provides t h a t  the  coverage of 
emp1oy'j;r;llg un i t s  whose coverage has been established sha l l  oontinue 
u n t i l  it i s  terminated under the provlsiano of sect ion 7. 

(9) Employing un i t s  covereg by elgo t ion.  --Paragraph (7) include8 under 
the  d e f i n i t i o n  o f  employer h p l s y i n g  uni'ts which have eltsctJed coverag;e 
under sect ion 7(e).  

( j )  Employing unit.--(l) Employing u n i t  i s  defined i n  terms of the 



types of i . & i n i s t r a t i v c  or bus iness  o r p n i z a t i c n s  f o r  nhich one o r  more 
i n d i v i d u a l s  per  formed s e r v i c e  subsequent t o  t he  beginning of t h e  program, 
January 1, 1936. In  -extending coverage care should be taken t o  make su re  
t h a t  t h e  l ist  inc ludes  a l l  ty-pes of  o rgan iza t ion  t o  be covered, I f  it 
does no t ,  a new category should be added t o  t h e  d e f i n i t i o n .  For example, 
t h e  S t a t e  government and i t s  p o l i t i c a l  subdiv is ions  and i n s t r u m e n t a l i t i e s  
have been added to t h e  l i s t  s o  t h a t  t h e s e  p o l i t i c a l  e n t i t i e s  a r e  included 
whenever t h e r e  i s  a r e fe rence  to employing u n i t s .  

me provis ions  on mul t ip l e  es tab l i shments ,  cont rac tor - tacking ,  and ind i -  
v idua l s  engaged by a n  anployer o r  a n  employing unit a r e  a l l  intended t o  
unify s e r v i c e s  which a re  i n  f a c t  porfomdi f o r  one mploying  un i t .  ' h s e  
p rov i s ions  a r e  needed only i n  S t a t e s  which limit coverage by s i z e  of firm. 
They have been included i n  the d e f i n i t i o n  of the employing u n i t  r a t h e r  
than  i n  the d e f i n i t i o n  o f  employer because employing units repor t ing  on 
t h e  b a s i s  of t h e  d e f i n i t i o n  give a l l  t h e  f a c t s  t h a t  the agency needs to 
make a determinatLon whether t h e  employing unit is  ah employer s u b j e c t  
t o  t h e  Act. 

(2) Multiple  es tab l i shments .  --Paragraph (2) of the d e f i n i t i o n  prevents  
s p l i t t i n g  an employing u n i t  having two o r  more es tab l i shments  w i t h i n  the 
S t a t e  i n t o  two o r  more e n t i t i e s  i n  o rde r  t o  avoid coverage o r  & reduce 
tax l i a b i l i t y .  Ind iv idua l s  performing s e r v i c e  in each such es tab l i shment  
are deemed to be performing s e r v i c e  f o r  a s i n g l e  employing u n i t .  

(3) Contractor- tacking clause.--Paragraph (3)  o f  t h e  d e f i n i t i o n  i s  
c a l l e a  a contraof;or-tacking c l ause  because i t  a t t r i b u t e s  c e r t a i n  s e r v i c e  
t o  a n  ebploying unit whtg t h e  work is pe r fomed  f o r  it i n d i r e c t l y  by con-
tractors or  subcont rac tors  who a r e  n o t  themselves sub jec t  t o  t he  Act. 
Such s e r v i c e  is  l i m i t e d  t o  work which is normally a p a r t  o f  t h e  employ- 
ing unit's u s u a l  t r a d e ,  occupation, profess ion ,  o r  business .  

In determining whether o r  no t  an employing wit has s u f f i c i e n t  pay r o l l  
o r  workers t o  q u a l i f y  as an  mploye r ,  t h e  s e r v i c e  f o r  the con t r ac to r  o r  
subcont rac tor  i s  mun ted  a s  though i t  was performed d i . r ec t ly  f o r  t h e  
p r i n c i p a l .  Accordingly, an employing u n i t  cannot avoid coverage by 
e n t e r i n g  i n t o  e m t r a c t u a l  arrangements f o r  t h e  performaace of service 
normally a part of i t s  bus iness ,  The c lause  may extend the p r o t e c t i o n  
of the law t o  workers i n  c a s e s  i n  which t h e  con t r ac to r  is  n o t  a s u b j e c t  
employer b u t  the  p r i n c i p a l  using t h e  c o n t r q c t o r i  8 s e r v i c e  i s  an e'mployer. 
It faobl$.&chba' admin i s t r a t i on  because one, rather than  tm o r  more unit^, 
submits r e p o r t s  on the  s e r v i c e  performed f o r  t h e  p r i n c i p a l  and the, con-
t r a c t i n g  units. 

(43 Individuals engaged by nn employee of  a n  employin unit,--This para-
graph a l s o  i s  designed t o  ensure  t h e  i n c l u s i o n  of  a l l  s e n  ce performed+ 
by -&I i n d i v i d u a l  for an  employing u n i t  i f  he was engaged by one of We 
unit's enployees t o  assist t h a t  employee i n  h i e  m r k  f o r  t h e  emplo3dng . 
unit, and it had a c t u a l  or oons t ruc t ive  knowledge of the  work, 

Employment.-Paragraph (1)o f  t h i s  s e c t i o n  d e s c r i b e s  i n  p o s i t i v e  
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t e r m  service which i s  covered under t h e  Act. I t  includes service  per- 
formed as  an employee of an anploying u n i t  within the State, provided 
t ha t  such aervice i a  not exempt under the employment exclusions of 
sect ion 2(k) (6). I n  addit ion t o  t h i s  general  descr ip t ion,  section 
2 ( k ) ( l )  makes spec i f i c  reference t o  f i v e  types of service! (1) service  
performed by an i rd iv idua l  a s  an o f f i c e r  of a corporationc, (2) service  
i n  i n t e r s t a t e  commerce, (3) service  f o r  the S t a t e  and i t s  p o l i t i c a l
subdivisions and ins t rumental i t ies ,  (4) service  on an American vessel ,  
and (5) service  which is subject to the  Federal Unemployment Ilsx Act. 
mese  references have been included because each type o f , s e rv i ce  has 
some spec ia l  charac te r i s t i c  which might exclude i t  from the  general 
de f i n i t i on  if the  i n t e n t  of the l eg i s l a t u r e  to cover such serviae  was 
no t  c l e a r l y  indicated. 

(A)  Service of corporate offizers,--Reference t o  the  service of corporate 
o f f i c e r s  i s  made to f o r e s t a l l  any question a s  t o  t h e i r  s t a t u s  a s  employees, 
h e  Federal Unemployment Tax Act accomplishes the same purpose by including 
an of f i ce r  of a corporation i n  t he  def in i t ion  of the term employee. 

Service i n  i n t e r s t a t e  commerce.--Reference t o  service  i n  i n t e r s t a t e  com- 
merce i s  des i rab le  t o  avoid any in te rp re ta t ion  which would r ~ s u l t  i n  the 
$.imitation of coverage t o  i n t r a s t a t e  commerce. Since such a high percen- 
tage of each S t a t e ' s  economy i s  i n t e r s t a t e  i n  character ,  such an in te r -
p r e t a t i on  would g rea t ly  r e s t r i c t  the usefulness of the employment aecur- 
i t y  law. Section 1606(a) of the Federal Unemployment Tax Act spec i f i c a l l y  

the S t a t e s  to cover service  performed i n  i n t e r a t a t e  oommerce. 

(B) Service f o r  t h e  S t a t e  and i t s  p o l i t i c a l  subdivisions.--The mere 
omission of a spec i f i c  exclusion from the def in i t ion  of employment, 
such as service  performed f o r  a S t a t e  gr  i t s  p o l i t i c a l  subdivisions or 
ins t rumental i t ies ,  would n o t  necessar i ly  serve t o  cover such service  
because S t a t e  l eg i s l a t i on  a f fec t ing  employment i n  pr ivate  en te rpr i se  i s  
generally not  applicable t o  public employees. Consequently af f i rmat ive  
reference t o  coverage here and i n  the  de f in i t ion  of emp1o;ying u n i t  i s  
advisable. 

m i l e  it may not be feas ib le  to cover a l l  Sta te  and l o c a l  governmekt 
workers, cuverage of such workers under t h e  S ta te  lau should ba as 
broad as possible.  Some progress has been made i n  the extension of 
the State employment secur i ty  laws t o  cover these groups even though 
wages for servlce  fo r  S t a t e  and l o c d  governments cannot be made sub-
j e c t  t o  t h e  Federal tax. A few S ta tes  have provisions which cover 
only the so-called propr ie tary  functions of government and exclude 
f ran  coverage employees engaged i n  purely governmental functions. 
This narrow coverage has proved unsaOisfacLory because of the d i f f i -
culties i n  a r r iv ing  a t  a clear-cut d i s t i nc t i on  between the  two types 
of functions. Evon if the d i s t i nc t i ons  were c lea r ,  the  need f o r  pro- 
t e a t i on  i s  no t  l imi ted t o  workers engaged i n  propr ie tary  functions; 
employees performing purely governmental functions a l so  face  the possi-
b i l i t y  of unem l o p e n t .  (See a l s o  comments on paragraphs (J) nrrd (K)  

a.of aect ion 2($(6), page C - 17). 
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(c) l1nr.ttl.r,:3 r;~-dco.--Ypacin1 roferenco t o  maritina mr;.ic.-. i n  Insludcd 
becauoo tho  bmitl for dotarmining tho State of j u r i s d i c t i o n  of such cc r -
vice d i f f e r s  f r o m  t ha t  unad i n  all other cases; tho l o c a l i z a t i o n  tests 
i n  paragrapha (2) and (3)  of oection 2(k) of the de f in i t i on  of employment 
are not applicable t o  maritime, employment. The clause rrhlch i n t r d u c a s  
%he reference, i,e., "noMthstandlng any'other provisions of this subaec-
t ionR exernpt maritime employment from the  application of theao t e s t s .  
S ~ c t i ~ nl606(f) of tho Ftlderal Unemployment Tax Act authorizes the  S ta tes  
t o  requira contributiono from maritime employers and from t h o  o f f i c e r s  and 
crews of American voneele, The right t o  require such contributioner f o r  
uorvico performed on any vesaol is  limited t,o the  S t a t e  i n  which the 
claployer maintains tho oparating of f ico  from which tho operation& of the 
sssassl are regularly auperviasd, managad, directed,  and controlled,  

(D) %rvioe covered b y  Federal legielation,--Subject a c r d a i  includes 
a l ao  aervlce covered by the Foderal Unennployment Tax A c t  and the provi-
s ion i a  ao worded that it would cover arsrvice coverad by any other 
Federal l eg i s l a t i on  impoeing a tar againat  which c r ed i t  m a y  be takm f o r  
contributions required t o  bo paid i n t o  a Stake unemployment fund, Ibe 
chief value clf t h e  provision i a  that it w i l l  r e s u l t  i n  t h e  automatic 
gxtsnaion of coverage under the Sta t e  law FF Congrealm ehould delete or  
narrow the exclusions i n  sect ion 16WCc) of t h e  Federal Unemp"oyment Tax 
Act, 

(2) and (3) Jurisdiction of ooverage of service perf omed within and 
without the S%ate,-These paragraphs am drafted t o  avoid confaicta and 
overlapping coverage between Sta te s  n i t h  respect  to t he  serPice of a 
kin@& individual f o r  a s ingle  employer i n  two or  more Sta tea ,  
fPtko pr inc ip les  are embodied i n  the  de f in i t i on r  (1) All  the employxont of 
an i n d i d d u a l  for one a n p l q e r  should bo allocated t o  one S ta te  and not 
divided among t h e  ssveral  Statcsa i n  which ha may perforlw aervice,  and such 
State ~hol l ldbe solely responsible fo r  benef i ts  payable t o  himi and (2) the 
S t a b  %awhich his employment i a  al located should bo the  one I n  which f t i a  
m a t  likely that hs w111 become' unemployed and seek work. 

These paragrapha provide t h a t  all of an i n d i v i d u l f 8  service i a  covered i f  
i t  is "loertaieed@ the Sta te ,  i .e . ,  i f  he performs no eserdlco outside the 
State except t h a t  incidenta l  t o  h i  8 employment within t h o  Stater. If on 
%hi@ b8i8 the  work cannot be sssignod t o  a q  State, it Fa asuignad t o  the 
Qtgbb.wh%qh he perfoms aome service and i n  which i s  located his bade 
of operePlfona. or the, glace fmm orhich h i 0  service i s  directed or-i;;;n.trolled; 
if the base of operra%ietnsor the  place of supervision is no-&in any b b t e  i n  
which he wo;rks,.hio t o W  service3 is  amignod t o  the State in which he, 
rssfciea, i f  he p w f o m s  some serrPice i n  t ha t  State .  

Vit;hout changin the content of these provisions, the order of the para-
graph~is chang t o  ampbsizs  t h a t  it i s  necesssrry to dsteraaine, (1)h e -
ther t h e  service of an individual  irr Pocdirted I n  the Sat& making @he 
determination^ and only if: it i t 3  n o t  Pocalimd th~re,(29 &ether it i t3  

loctljlztsd in m m a  other Stater, l[he individual 's  basle of op~raLfons o r  the 
romwhich h i s  serqdce i s  direct,& o r  controlled has no bearing on r 
nation of cowraga unPeea it hna been fourd t h a t  the sexvice i t s  not 

loer~11zedi n  any Sta te ,  



Coomentary - Section 2 ( k )  (4)  

( 4 )  S ~ ~ r v i c ecovorcd by elaction.--Thier paragraph incluctos i n  the  
d e f i n ~ ~ ~ f - m p l o y n l e n tservice covered by an  e lec t ion  under stlction 7 
and s e r t i co  which i s  covered a s  a r e s u l t  o f  a reciprocal  amangement 
with other S ta tes  under section 15(c).  This arrangement permits the 
a l loca t ion  of an individual ' s  service t o  one S t a t e  even though it i e  not  
local ized there.  (See a l so  comments on ~ o c t i o n  15(c ) ,  page C - 123. ) 

( 5 )  Bnployer-employee relationship, --Unemployment insurance should pro- 
vide protection t o  workers who a r e  dependent upon a job re la t ionship  fo r  t he i r  
livelihood. Some bas i s  fo r  the  determination of the  existence or  absence 
of the employer-employeo re la t ionship  l a  therefore essen t ia l .  Paragraph (5) 

erovides three t e s t a ,  a l l  of which must be met before i t  can 5e said t h a t  
he individual  performing the service  i s  not dependent upon h i s  re la t ionship  

with an employers (A)' He must be f r e e  f r w  control  i n  the  performanco of 
t,is dutiee;  (B) h i s  aervlce must be performed outside the place of buainesa 
of the  pr incipal  f o r  whom he performs the  aervius; and (C) he must be cua-
tomarily engaged i n  an independently established buaineas of t he  erne nature 
as the service he performs for  the principal .  

While a l l  three tests a r e  important, the last i a  t he  most important f o r  
the yurpoaea of: unemployment insurance. When the  control  t e s t  alone i s  
ueed, methods of superviaion may be so  arranged t h a t  them i s  an a p p e a r  
ance of freedom from control  on the p a r t  of an employee even though i n  
f a o t  he depends f o r  h i s  l ivelihood upon h i s  employment re la t ionship  w i t h  
h i s  employer. A na r rmer  provision on employer-employee re la t ionship  
such a s  t ha t  inherent  i n  t h e  common-law master-servant concept would 
{ixclude fram insurance protect ion many persons who a r e  dependent upon 
t h e i r  jobs with employers. 

If the Federal Unemployment Tax Act i s  amended t o  broaden the  concept 
of enployee, the  S ta te  agencies w i l l  no doubt wish t o  amend t h e  provi- 
aiona on employer-employee re la t ionship  to  obtain fo r  t h e i r  employers 
the  o f f ae t  againat  the  Federal tax and f o r  t h e i r  workers coverage under 
the  law. The general provision concerning service covered by Federal 
l eg i s l a t i on  In section 2 ( k ) ( l )  (D)  i s  adequate t o  cover Federal changes 
i n  employer-employee re la t ionsh ip  a s  wel l  a s  changes i n  excluded employ- 
ments, 


(6) EZpployment exclusions.--In contraat  t o  section 2(k) ( l )  which is a 
positPve statement def ining employment i n  broad general terms, sect ion 
2(k) (6) describes i n  d e t a i l  types of service  which a r e  excluded fran the 
de f in i t i on  of employment and the  provisions of the Act. If a S t a t e  
amends its law by adopting addi t ional  exclusions, the  e f fec t ive  date  of 
auuh exclusions should be included as par t  of t h e  ntnr provision. 
Similarly,  i f  a S t a t e  extends coverage by repealing an exclusion now i n  
i t a  law, the ef fec t ive  da te  bf such extension of coverage should be 
included aa  a p a r t  of the new provision. The date  w i l l  prevent such an 
amendmentta being construed e i ther  a s  a waiver of l i a b i l i t y  f o r  contr i -  
butiona preoioualy required under t he  l aw ,  or  a s  voiding benef i t  r i g h t s  
accrued p r io r  t o  the amendment. Federal requirement8 (section 3O3(a) (5)  
of the Social Securi ty Act and l6O3(a) (4) of the Federal Unemplogment 



Tax k t )  would not perm:.t refunds of  contributions which wore due under 
the  lam i n  e f foc t  during tho period f o r  which they  were paid (sea a l so  
sect ion 9Cd) and comments thereon, page C - 9 5 ) .  

I n  a comprehensive program covering a l l  individuals dependent upon their 
employment relationship, the  exclusions mould be confined t o  ce r t a in  
marginal areas  such as those ( A )  where there may be const i tu t iongl  
reasons f o r  exclusions ; (B)  whore coverage would con f l i c t  oPi t h  coverage 
under another employment secur i ty  law; (c)  where dependence of the  
employee upon an employ.er f o r  his l ivelihood i s  not  c lea rcu t j  and 
(D) where the appl icat ion of the  l a w  does not  appear feasible, This 
d r a f t ,  however, incorporatea exclusion3 similar t o  those i n  the Federal 
Unemployment Tax Act. 

(A) Agricultural  labor.--This paragraph provides f o r  t h e  exoluision of 
ag.5xltural service  bu t  narrow8 the  exclusion t o  erervlce on m a l l  f a r m .  
While ultimate coverage of all ag r i cu l t u r a l  workers i s  deairable ,  a 
gradual approach to  such ooverage may be advisable. 2-10d e s i r a b i l i t y  
of broadening coverage should not be underestimated. 

The exclusion of ag r i cu l t u r a l  labor  i n  mmt S t a t e  l a m  follows the 
de f in i t i on  i n  sect ion 1607 of t he  Fedsr i r  Unahnployment Tax Act which 
exempts ag r i cu l t u r a l  labor  from t h e  Federal tax, That def in i t ion ,  how-
ever, extends w a l l  beyond the general understanding of the term agricul-  
tural labor.  1t extends beyond service  d i r e c t l y  re la ted  t o  t h e  s d n g  
and reaping of ag r i cu l t u r a l  products to service which i s  incidenta l  t o  
ordinary farming opeyagpna o r  t h e  preparation of f r u i t s  and vegetables 
f o r  market. It has kesrul$ii& i n  the exclusion of service  which i s  no t  
even distantly relatZi3 t o  Bgricul tura l  occupations a s  commonly conceived. 
Bookkeepers, carpenters,  mechanics, and e l ec t r i c i ans  may perform service  
on a farm, but  t h e i r s  i s  not t he  type of service  t o  which the  man on the  
s t r e e t  r e f e r s  when he speaks of  agr icu l tu ra l  labor.  ' b e  Federal deffni-
t i on  excludes establishments t h a t  clean, grade, pack, and prepare any 
agr icul tyyal  or ho r t i cu l t u r a l  commodity f o r  market o r  s to re  and t ranspor t  
the products t o  market or  t o  a ca r r i e r ,  i f  this service i s  incidental. t o  
ordinary farming operations.  I n  the  case of f r u i t s  and vegetables, the 
exemptions a r c  extended t o  service  incidenta l  t o  preparation of produce 
f o r  market, whether o r  not the  aervice 13 inc iden ta l  t o  ordinary fanning 
operations. 

Workers on la rge  ferns and m r k e r s  engaged i n  the  processing of food can 
now be uo+ered under Sta t e  employment security laws without; t h e  adoption 
of specia l  administrat ive provisions such as those which n igh t  be necee-
sary if coverage were extended t o  workers on small f ame .  I h e  employ-
ment pat tern of workers i n  food processing and on large  farms closely 
resemble8 t h a t  of i ndue t r i a l  wctrkers, and t h e i r  employers, as a rule, 
maintain recorda of t he i r  employment, I f  the narrower exclusion i s  
adopted, the exact  d z e  of the  fara to be included w i l l  v&y with the 
character of farming operations i n  the  Sta te .  Under the first provision, 
s i z e  3.8 expressed in terms of the  amount of 8 farmor's pay r o l l ;  t h i s  
basis i$simpler to-administer .  Under the  a l ternatfve ,  siae i s  csxpreased 



Coio;nc~li nry - Scc t ion  2(k) ( 6 )  ( A )  

i n  tcrsn of a k: ivm n u d e r  of zosicers i n  a s p c i f i e d  number of ;reeks. 
The nurnber of norkers nccd not n e c e ~ s a r i l y  be tho same as i n  t h e  general 
coverago provisions. Thus, n Stato covering mployero of o m  o r  more 
could cover agriculturaJ eriployerh having e ight  or more workers. 

( B )  Domestic sorvice i n  a private home.--AD in t h e  case of ag r i cu l t u r a l  
workera, 611 domestic workers should ultimately be covered under the 
unemplopont i n o u r a n c e  program; as a s tep  i n  that di rec t ion  tho exclusion 
i n  t h i s  subsection i s  draf ted t o  l irnit  tho exclusion and provide coverage 
for employees i n  households w i t h  several domastic anployees. Experimen- 
t a t i on  w i t h  coverags i n  t h i s  l imited area i n  State8 where such houaeholds 
are numerous would prepare the agency f o r  extension of coverage t o  a l l  
domestic workers, 

The s i ze  of the household t o  be covered i a  expreseed i n  terms of pay r o l l  
under the  f i r s t  de f in i t ion  and izi term8 of the  number of employees i n  a 
spec i f i c  number of calendar weeks i n  the aecond def ini t ion.  lhese provia- 
ioils are needed only i f  the S t a t e  size-of-finn provision includes smaller 
employing un i t s  than it i s  thought desirable t o  cover i n  the case of domes- 
t i c  service.  

(C) Casual labor,--'his exclunion i s  mado fo r  administrative reasons. 
I n  S t a t e s  i nc luEng  employers of one o r  more a t  m y  time, t h e  coverage, 
of incidenta l  o r  casual employnient would r e s u l t  in the l i a b i l i t y  of 
individur ls  xho a r e  not engaged i n  any business enterpr ise ,  In other 
States, coverage of casual service  performed f o r  individuals i n  t h e i r  
p r iva te  capacity ra ther  than i n  connection w i t h  t h e i r  t rade o r  buainesa 
would be d i f f i c u l t  t o  enforce, 

The provision follows t h e  exclusion Fn the Federal Unemployment Tax Act, 
aa amended by the  Social  Security Act Arnendmenta of 1950, e f fec t ive  with 
respect  t o  service performed a f t e r  1950. It subs t i tu tes  a cash and 
re&mity-of-employment t e s t  f o r  the  lea8 npecific t e s t  of re la t ionsh ip  
t o  the employing unit's trade or  businsss. The caeh t e s t ' r e f e r s  t o  the  
cash paid f o r  sorvicss  performed during n c ~ l t ? n d ~  quar ter  regardless  of 
whslo paid,  Under the regularity-of-employmant t e s t ,  an individual  I 8  

.deamed t o  be regularly employed during a calendar quar ter  only i f  (1) he 
perfonne service  of the  prescribed character f o r  tar1 employing unit dur- 
ing some port ion of  a t  l e a a t  24 days during the calendar quarter, o r  
(2) he was regular ly  mployed (as doterained under (1)) during the preced- 
ing ca'lendw quarter. 

(D) Sorvice f o r  nonprofit organizations.-fiployees in nonprofi t  organi- 
zations arcs aubject t o  unmployucnt a d  need tho protsc t ion of unemploy- 
ment insurance, Equity and adequacy of protection c m  be assured only 
when a l l  individuals ~ l fmi la r ly  s i tua ted  are olrnihrly protected. lherer 
i a  no d i s t i na t i on  i n  tho work of l w d r e a s e s ,  janitors, cooks, e leva tor  
operators, o r  p r i n t e r s  amplogred by businetils concerns and those who work 
i n  a h i l a r  occupations f o r  nonprofit prganiltations. For this roaeon t h e  
draft contains no general axclusion of service  f o r  nonprofi t  organi%atiom. 



C o r t n i n  cmpl oyeat! whoso ocrv ices  with suck o rgmioa t ionn  a r e  only i n c i d e n t a l  
t o  t h e i r  major occupat ions a r e  excluded udder t h e  Act. The s p e c i a l  r e l a t i o n -  
s h i p  of min io t e r s  of r e l i g i o n  and members of r e l i g i o u s  o rde r s  t o  t h e  church 
and t h e  congregat ion d i f f e r s  fmm the  usual  employer-employee r e l a t i o n s h i p  
and those  groups a r e  a l s o  @xcluded, S p e c i f i c a l l y  t h e  subsec t ion  limits t h e  
exc lus ion  t o  s e r v i c e  nhich  i s  exempt fron! income t ax .unde r  s e c t i o n  101 of 
tho  Intern&!. Revenue Code if (i) t h e  remuneration f o r  such s e r v i c e  i s  l e s s  
than $50 a q u a r t e r ;  or  ( i i )  i f  t h e  s e r v i c e  i s  i n  connection w i t h  t h e  co l lec-  
t i o n  of dues o r  premiums f o r  a f r a t e r n a l  benef ic ia ry  s o c i e t y  o r  order  (away 
from t h e  home o f f i c e ) ;  o r  ( i i i )  i s  perforcod by a s tuden t  nho i a  r e g u l a r l y  
a t t end ing  c l a s s e s ;  o r  ( iv )  i s  perfonced by members o f  r e l i g i o u s  o rde r s  or 
du ly  ordained m i n i s t e r s  of any r e l i g i o n .  I n  genera l ,  t h e  o rgan iza t ions  
exempt under s e c t i o n  101  a r e  r e l i g i o u s ,  c h a r i t a b l e ,  s c i e n t i f i c ,  l i t e r a r y ,  
o r  educa t iona l  i n  cha rac t e r ;  t h e  r e f e rence  t o  the  code gives t h e  agency a 
readj-made b a s i s  f o r  making de termina t ions  whether a n  o rgan iza t ion  i s  a 
nonpro f i t  o rganiza t ion .  The change i n  t h e  m o k t  of remuneration under 
( i )  from nnot  t o  exceed $45 a q u a r t e r u  t o  * i s  l e s s  than  $50 a q u a r t e r n  
corresponds t o  t h e  1950 amendment t o  s e c t i o n  l607(c)  (10)( E ) ,  e f f e c t i v e  
wi th  r e s p e c t  t o  s e r v i c e  performed a f t e r  1950, 

(E) E a r i t h e  service d i r e c t e d  f r ~ m  ano the r  State.--Prrragraph ( E )  
excludes maritime s e r v i c e  which the  S t a t e  i s  not  au thor ized  t o  taA under 
t h e  p rov i s ions  of s e c t i o n  1606(f )  of t h e  Federal  Unemployment Tax Act. 
It .supplements paragraph (1)  ( c )  of t h e  d e f i n i t i o n  of employment which 
d e s c r i b e s  t h e  maritime s e r v i c e  which i s  s u b j e c t  t o  t h e  Act. 

(3') Service  on a f o r e i g n  vessel.--Paragraph (F) i s  s i m i l a r  to s e c t i o n  
1607(c)(4)  of t h e  Federa l  Unemployment Tax Act which s p e c i f i c a l l y  
c:xludes s e r v i c e  on a f o r e i g n  v e s s e l  un less  t he  s e r v i c e  o f  t h e  i n d i v i d u a l  
is r e s t r i c t e d  t o  s e r v i c e  w i t h i n  t h e  United S t a t e s .  For example, t h B  ser-
vice of a seaman s a i l i n g ;  under the  French f l a g  from New York t o  Cherbourg 
would be excluded under t h i s  paragraph b u t  t h e  s e r v i c e  of a carpenter  viho 
was employed t o  r e p a i r  t h e  same vessel wh i l e  i t  wac i n  New York harbor  
would n o t  be excluded, 

( G )  Service  on smal l  f i s h i n g  vessels.--Paragraph ( G )  i s  i d e n t i c a l  w i th  
s e c t i o n  1 6 m 1  Tax Act which excludes ~ n e m p l o y r r i e n t  
t h e  aepvice  o f  o f f i c e r s  and members of t he  crew of  f i s h i n g  v e s s e l s  i f  
t h e  vesoe l s  on which they  serve  a r e  of ten  n e t  tons o r  l e s s  and a r e  n o t  
engaged i n  catohing o r  tak ing  salmon o r  h a l i b u t  f o r  comrriercial purposes. 
Tne s p e c i f i c  s e r v i c e s  which a r e  excluded when performed on small vessoLs 
are the ca tch ing ,  tak ing ,  ha rves t ing ,  c u l t i v a t i n g ,  o r  farming of any 
k ind  o f  f i s h ,  s h a l l f i s h ,  c rus t acoa ,  sponges, seaweeds, o r  o ther  aquatic 
forma of miml o r  vega tab le  l i f e .  

(H) Family emp1oynsnt.--Paragraph (11) excludes s c r v i c e  performed by an 
ZndinTuual f o r  his son, daughter ,  o r  spouse ard s e r v i c e  performed bypa 
c h i l d  under tmenty-one y e a r s  of age f o r  h i s  parent .  Family employment 
I s  o f t e n  informal;  both t h e  ex i s t ence  of a clear-cut omplouer-employee 
r e l a t i o n s h i p  and the rseverance of t h e  r e l a t i o n s h i p  w i t h  r e s u l t i n g  mom-
ploymefit are d i f f i c r u l t  o f  determinat ion.  Minor ch i ld ren  may perform 



,, ,, . 1 c , ~foA.I,. ~ t 3 ,- -7-7-33 f o r  t h c i r  husb.:nda, a ~ d*, prirenta f o r  t h e i r  
ciiildz , I  i thaut,  ~ ~ ? c . : , ~ s v r i l , ybaing dcperxlenL on that, s e r v i c e  f o r  t h e i r  
l i v s : l i l i o~d .  hi?z::clusion, h o n x e r ,  should n o t  go beyond the l i s t e d  
excmptiono; on a d u l t  r h o  works f o r  h i s  f a t h e r  may bo assumed t o  bo 
depcndznt upon such cmployinsnt f o r  h i s  l i ve l ihood .  

Y c d r r n l  :4orvice, --To mcot c o n s t ~ . t u t i o n a l  d i f f i c u l t i e s  s e r v i c e  per- (I) ---- --,-
for~c?r ii o r  t h c  k a = a l  Oovernmctnt i s  axcludod b u t  t h e  exemption i s  
l i r s i t d  t o  oervice t h e  taxation of 17tiich Congroos has n o t  s p e c i f i c a l l y  
au thor ized .  

Sschion 1506(b) of t h o  Federal  Unemployment Tax Act au tho r i zes  t he  S t a t e s  
to r g u i r e  contr ibut , ions t o  their unctlploynont funds f o r  i n s t rumon ta l i  t i e a  
of t he  Unitcd States  if they are  not  nho l ly  omed  by t h e  United S t a t e s  o r  
~ r 6 
no t  exempt u d c r  the  Fodaral a c t  by v i r t u e  of  any o the r  l e g a l  provia- 
ion .  Ono of t h e  condi t ions  on ~ r h i c hFederal  permission t o  cover i n s t r u -  
men-tal i t ics  depends i s  t h a t  provis ion  be made f o r  t h e  refund of contri-
bu t ions  c o l l e c t e d  f r o m  Federal  i n a t r u m e n t a l i t i e n  f o r  any y e a r  wi th  r e s p e c t  
t o  nhich t h e  State  l a w  nog. f a i l  t o  be c e r t i f i e d  under s e c t i o n  1603(c) of 
t ho  Federa l  Unemployment Tax Act;. Paragraph (I) contain8 a p rov i s ion  f o r  
such refund. 

Sec';ion 1606(e) of  the Federa l  Unemployment Tax Act au tho r i zes  t h e  taxa-
t i o r ,  of s e r v i c e  performed f o r  the  Bonnoville Poser Administration. Para-
graph (I) ie so noided t h a t  it would au toma t i ca l ly  extend coverage i f  
Congress should, a t  some f u t u r e  d a t e ,  extend i t s  au tho r i za t ion  t o  o t h e r  
Federa l  i n s t r u m e n t a l i t i e s .  

(J) Elec t ed  o f f i c i a l s .  --ParagrLph ( J) exempts e l e c t e d  pub l i c  o f f i c i a l s  
and o ? f i c i a l s  performing s e r v i c e s  f o r  t h e  S t a t e  o r  i t s  l o c a l  subd iv i s ions  
who are pa id  on a fee bas i s .  E lec ted  o f f i c i a l s  a r e  exempted because t h e  
system i s  n o t  designed t o  compensate uneqloyment  r e s u l t i n g  f r o n  f a i l u r e  
to be r e e l e c t e d  o r  f rm  choosing n o t  t o  run again. O f f i c e r s  pa id  on a 
fee b a s i s  a r e  n o t  included because of t h e  d i f f i c u l t y  o f  determining 
wages both f o r  con t r ibu t ion  and f o r  benef i t -de te rmina t ion  purposes. 

(K) Employees on work-relief p r o j e c t s  .--Paragraph ( K )  excludes from 
coverage s o r v l c e  performed on work-rel ief  p r o j e c t s  undertaken by t h e  
S t a t e  or any o f  i t s  e3ubdivlsions. 

(L) Se rv i ce  wrformed f o r  another  State.--Paragraph (L) saceludea service 
~ e r f o k s df o r  ano the r  S t a t e ,  i t g  p o l i t i c a l  subdivisions o r  i n s t r u m e n t a l i t i e s o  

(M) Serv ice  covored by Federa l  unem loynent  insurance. --Parapa@ (M) 
*ilroadaerve- exclude workers coverad un e r  hmployment 

Insurnslce Act, b u t  i s  s t a t e d  i n  general  terms applicable t o  any unem-
ployment insurance  systan es tnb l i shod  by Congress s o  a s  t o  exempt any 
workers who may i n  t h e  f u t u r e  be brought under any other  Federa l  system. 



Conunentary - Sec t ion  2 (k)( 6 )  (N) 

(M) Service  perf  omed  by an employee o f  a f crei-gn ~ o v e r m , i m t .  --Para--
graph-(@-eh=clT&s s a r v i c e  performed f o r  a f o r e i g n  g o v e r n m x  as a 
consu la r  o r  ot,her o f f i c e r  o r  employee i n  a nondiplomatic capac i ty ;  

( 0 )  Service  f o r  an i n s t r u m e n t a l i t y  of a f o r e i g n  government , - -Parapaph (0) 
excludes s e r v i c e  performed f o r  an i n s t r u m e n t a l i t y  of a f o r e i n n  ~ov'ernment. 
Such s e r v i c e  i s  n b t  an r e a d i l y  i d e n t i f i a b l e  a s  s i r v i c e  parformed fop  the 
government i t s e l f .  Therefore; t h e  language i n  t h e  paragraph i n c o ~ p o r a t e s  
t h e  same tmo cond i t i ons  upon which exemption i s  based i n  t h e  Federal Unem-
pldymcnt T a x  Act, ( s e c t i o n  1607(c ) (12 j ) t  ( i )  the  s e r v i c e  i s  s i m i l a r  i n  
ch&acter  to t h a t  performed by employees of  t he  United S t a t e s  Government 
o r  ,my of i t s  i n s t r u m e n t a l i t i e s  i n  f o r e i g n  coun t r i e s ;  and ( i i )  t h e  f o r e i g p  
govarrment r e c i p r o c a t e s  by g ran t ing  3imil.ar exemption f o r  s e r v i c e  per-
forffied w i t h i n  i t s  t e r r i t o r y  by t h e  United S t a t e s  employees. 

(P) Service  f o r  an i n t e r n a t i o n a l  organization.--Paragraph (P)  exempts-
s e r v i c e  i n  t h e  employ of a n  i n t e r n a t i o n a l  organiza t ion .  A similar 
e x c l u d o n  w a s  adopted by Congress, e f f e ~ t ~ v e  January 1946, a s  s e c t i o n  
1607(c) (16)  of t h e  Federal Unemployment Tax A c t .  The t e r n  i n t e r n a t i o n a l  
organiza t ion  i s  de f ined  i n  s e c t i o n  3797(a)(18) of t h e  I n t e r n a l  Revenue 
Code a s  meaning "a pub l i c  i n t e r n a t i o n a l  organiza t ion  e n t i t l e d  t o  en joy  
pr ivbleges ,  exemptions, and immunities as an i n t e r n a a o n a l  o rgan iza t ion  
under t h e  I n t e r n a t i o n a l  Organizat ions Immunities Act. 

(Q) Reciproca l  coverage arrangements. --The exclusion from t h e  de f i n i t i on  
or" e m F p e n t  i n  paragraph ( Q )  i s  necessary t o  give f u l l  e f fec t  t o  rel:ip-
r o c a l  arrangements provided i n  s ec t ion  1 5 ( c ) ,  whereby s e r v i c e s  of a 
~ ~ ~ s t a p t n o r k e rmay be a l l o c a t e d  t o  a s i n g l e  S t a t e .  The imp l i ca t ions  
of t h e  nexceptn c l ause  are d iscussed  i n  t h e  comments on s e c t i o n  2(1)(1), 
alternativ'? d e f i n i t i o n s  of employer, page C - 8. 

( T i )  Service of i n d i v i d u a l s  engaged only p a r t l y  i n  Insured work,  --Para-
*graph'm-on 160'l(d) of t h e  FG~Unemployment Tax 

A c t ,  It i s  designed t o  s i m p l i f y  t h e  t rea tment  of  t h e  s e rv i ca  of i n d i v i -
duals ~ h s ,though working f o r  a s ing le  employer, s p l i t  t h e i r  time beebeen 

covemd s e r v i c e .  Under the  provis ion  a l l  t h e  s e r v i c e  of 
s included i n  t h e  d e f i n i t i o n  o f  ernploynent i f  he spends 

a t  E-sas'r, ha l f  of h i s  time i n  any pay per iod  perfo~~dngs e r v i c e  aubject 
t o  the  k t ;  if he *ends l e s s  than h a l f  0 2  his t ime i n  insured  work, 
h i8  ta'eoil s e r v i c e  i s  excluded. A s  i n  t h e  Federal  a c t ,  t h e  last sentence  
cf fhe p ~ o v i e i o nmakes w except ion when t h e  s e rv i ces  t ha t  a r e  excluded 
CM 8ubJ@ct$0 an unemployment insurance  law enacted by C o n ~ r e s s .  If, 
f o r  cx-plei, an i n d i v i d u a l  p r f o r m s  s e r v i c e  i n  one pay period f o r  

ng unit i n  both r a i l r o a d  and non-railroad employment, h i s  
playnant would be r epo r t ed  t o  the  Rai lroad R e t i m n e n t  Board 

employment t o  t h e  S t a t e  employment securfLy agency. 

(i) F e 2 2 ~ n to f f  ice.-- c t i o n  1603(a) (1)  of the  Federal Unanployment 
?ax ~ c tam 3-53(8. 2) of t he  Social  S e c u r i t y  Act require pro-
v i a i o n  f o r  the payment of a l l  b e n e f i t s  through pub l i c  ~mploymenP, offices 
or  such o t h e r  agencies as t h e  Sec re t a ry  of Labor m y  approve. n?e defi-
nik%onsf mpl ent office in t h i s  s e c t i o n  limits the term t o  t h o s e  



operated by govci-n~nc?ntaluni t a  . I t  includco p u b l i c  mploymcnt o f f i c e s  
operatcd by o ther  S t a t e s  t o  provide f o r  the payment of b e n e f i t s  through 
t h o  o f f i c e s  of o the r  S t a t e s  under t h e  i n t o r s t a t 1 3  b o n e f i t  payment p lan ,  
and pub l i c  omployaent o f f i c e s  operated by a Federal  agency o r  by an  
agency o f  a f orcign government. 

(m.) Fund.--The term fund i s  defined a s  " the  una~ployment  fund es tab-  
l i s h e d  thiis Act." 

(n) Insured work.--The t e n i  i n su red  work i s  included t o  avoid r e p e t i t i o n  
of t h e  phrase  "employment f o r  e m p l ~ y e r s . ~  

(0)  Insured  worker.--Insured w 0 r k e r . i ~a newly def ined  term i n  unemploy- 
ment insurance .  The term i s  used i n  t h e  Act whenever it i s  necessary  to  
s p e c i f y  an i n d i v i d u a l  who has  s u f f i c i e n t  base-period employment o r  wage8 
t o  cane w i t h i n  the  scope o f  the b e n e f i t  p rov i s ions  of t he  Act. By i t s  
u s e  the Act d r a w  a c l e a r  l i n e  between t h e  wags-credit  de te rmina t ion  f o r  
a b e n e f i t  year and a de termina t ion  on t h e  r i g h t  t o  r ece ive  b e n e f i t s  f o r  
a s p e c s i c  week o f  unemployment. 

I n  the Manual it i s  necessary  t o  d e f i n e  t h e  term by re fe rence  t o  t h e  
q u a l i f s i ~ e ~ u i r e m s n ti n  s ec t ion  3 (b) because of d i f f e r i n g  qualifying: 
requirements  under the s e v e r d .  i l l u s t r a t i v s  b e n e f i t  formulas i n  section 3, 
In  some S t a t e  laws t h e  defini1;ion of  insured  worker could ba d r a f t e d  
s p e o i f i c a l l y  i n  terms of t h e  S t a t e ' s  qua l i fy ing  requirement r a t h e r  t h a n  
by re fe rence  t o  t h e  app ropr i a t e  s ec t ion .  

(p) State.--Paragraph (p)  corresponds t o  t h e  d e f i n i t i o n  i n  s e c t i o n  
1607+-f t h e  Federa l  Unemployment Tax Act. I t  d e f i n e s  the word S t a t e  
a3 inc lud ing  Alaska, Hawaii. and t h e  D i s t r i c t  of Columbia i n  a d d i t i o n  to 
the S t a t e s  of t he  United S t a t e s ,  For the purpose of t h e  Act, t he re fo re ,  
t he  term inc lude8  a l l  j u r i s d i c t i o n s  which have passed employment s e c u r i t y  
laws pursuant  t o  t h e  p rov i s ions  of t h e  S o c i a l  Secu r i ty  Act and t h e  Federal  
Unemployment Tax  Act, buad s i m p l i f i e s  r e f e rence  t o  t h e s e  j u r i s d i c t i o n s .  

(q) g s l I n  nunemus p l aces  throughout  t he  Act it i s  necessary  to 
mfer ta wages f o r  any work, whether o r  n o t  insured  work. Tlme value  o f  the 
remuneration to t h e  i n d i v i d u a l  as  a wage earner  i s  s i g n i f i c a n t ;  t he  name by 
which the p p e n t  i s  des igna ted ,  t h e  medium in which it i s  made, and  the 
bas io  df  payment a r e  a l l  immaterial .  The d e f i n i t i o n ,  t he re fo re ,  i a  i n  
genera l  terms and inc ludes  remuneration f o r  insured  and noninsured work, 
regardleas of whether it i s  pa id  ( A )  as a wage, q l a r y ,  bonus, o r  comnis- 
s i o n j  (B) on a p i ece  work, hourly,  d a i l y ,  weekly, monthly, annual, o r  
o t h e r  basis; and (c) I n  cseh o r  i n  kind,  such a s  lodging,  food, o r  c lo th ing .  

The determina t ion  o f  t h e  va lue  of  remuneration pa id  i n  forms o the r  than 
cash and the, reasonable m o u n t  of  g r a t u i t i e s  i s  a d m i n i s t r a t i v e l y  s impler  
if macia i n  accordance wi th  genera l  r u l e s  p re sc r ibed  by t h e  agancy r a t h e r  
t han  being l e f t  t o  de te rmina t ion  i n  each i n d i v i d u a l  ca se  w i t h o u t  any 
generail schedule o r  guide. Since such de termina t ions  w i l l  a f f e c t  substan- 
t ive rights of oske r s  and employers, schedules  established f o r  the pur-
pose o f  making auch de termina t ion8  should be p re sc r ibed  by r u l e  publ ished 
after n o t i c e  and hear ing .  



The dr . f ini t lon n1?kc3 s p r c l f i c  rc fcrcnco  t o  baclcpriy a - ~ a r d s  hecausc of t he  
d e c i s i o n  of  t h o  Unlted S t a t c s  Suprcrne Court i n  the  C ~ S Cof t h e  S o c i a l  
Secu r i ty  Board v.  Nierotlco 1/ which held t h a t  back-pay awards under an 
order  of < h e N a t i o n a L ~ r - R e l a t i o n sBoard should be t r e a t e d  as wages. 

Befobe t h i s  dec i s ion  most S t a t e  agencies  considered back-pay a m r d s  a s  
l i q u i d a t e d  damages r a t h e r  t,han payment f o r  s e r v i c e ,  h f e n  S t a t e s ,  however, 
held t h a t  back-pay awards were vages.  Since the  dec i s ion ,  s i m i l a r  i n t e r -  
pretation:;  have been made i n  many S t a t e s .  The sugt;estc3d language limits 
t h e  I n c l u s i o n  of  the awards t o  those which a r e  made a f t a r  t h e  e f f e c t i v e  
d a t e  of  t hc  amendment and, f o r  the de te rmina t ion  of insured  s t a t u s  only,  
p e r m i t s  the a l l o c a t i o n  of such awards t o  tile quarters d t h  r e s p e c t  t o  
which they  were pa id .  There i s  no specif ic :  p rovis ion  i n  t h e  d e f i n i t i o n  
f o r  t h e  recovery of b e n e f i t s  which were pa id  f o r  weeks n i t h  r e spec t  t o  
whicn back p a y  i s  l a t e r  awarded, o r  f o r  co r r ec t ing  previous ly  made deter-
n i n a t i o n s  of insured  s t a t u s  and b e n e f i t  payments. The general  provis ion  
( sec t ion  5(g)(2))which pe rmi t s  the S t a t e  agency t o  recons ider  a determina-
t i on ,  w i th in  a  s p e c i f i e d  t ime,  when a d d i t i o n a l  nages have become available 
covers  t h e s e  l a t t e r  cases.  

As d r a f t e d ,  the d e f i n i t i o n  of  wages may be used t o  des igna te  amounts t h a t  
a r e  e i ther  paid or payable. The provis ions  dea l ing  n i t h  c o n t r i b u t i o n  
l i a b i l i t y  and b e n e f i t  r i g h t s  a r e  d r a f t e d  on a wages-paid basia. The term 
nages,  when used i n  c e r t a i n  s e c t i o n s  of t h e  law, must, however, des igna te  
amounts payzble,  whether o r  n o t  con t r ibu t ions  a r e  based on wages paid. 
For example; i n  d e f i n i n g  week of unemployment and i n  f i x i n g  t h e  b e n e f i t  
p a p e n t  f o r  a week of p a r t i a l  unemployment, wages payable f o r  t h e  week i n  
q u e s t i  on must be taken i n t o  account.  Uoreover , when wages a r e  n o t  paid a t  
f i x e d  i n t e r v a l s  such as i s  the case  of seamen vho a r e  pa id  a t  the  end of a 
voyage, i t  i s  more e q u i t a b l e  t o  provide that b e n e f i t s  be p d d  o n  the same 
basi,s as i f  wages were paid a t  r e g u l a r  i n t e r v a l s .  Consequently provis ion  
i s  m d e  i n  the t e x t  f o r  the  a l l o c a t i o n  o f  wages, f o r  t h e  purpose o f  bene- 
f i t  payments, t o  t h e  per iod  i n  xhich  they were earned i n  accordance w i t h  
r egu la t ions  t o  be prescr ibed  by L5e cmmiss ioner ,  

(2) Exclunions frcm wages. --The i tems  which a r e  s p e c i f i c a l l y  excluded 
from t h e  d e f i n i t i o n  of wages a r e  somewhat similar to those  in t h e  Federa l  
Unemployment Tax Act,  s e c t i o n  1607(b) as amended by tho  1950 S o c i a l  Secur-
i t y  amendments, Zhe exclus ion  o f  remuneraticn i n  excess of  the m o u n t  
t axab le  under the Federa l  Unemployment T a x  Act i s  n o t  included in t h i s  
geuie1rt;;L d e f i n i t i o n  of wages; s i n c e  i t  i s  used o n u  i n  connect ion w i t h  
t ruable nages, it is i n  s e c t i o n  8(c) on con t r ibu t ions .  The exc lus ions  
incorporated in t he  d ra f t  are1 

( A )  I n m r e n c e  payments .--This paragraph excludes c e r t a i n  types of  
.gg-oup ~ n ~ ~ : : - . m c epaymenki which an employer may mske on behalf of  h i s  
znployecs and t h e i r  dependents (without doductdon from t h o  employees' 
wwgss), i n s l u d n g  provis ion  f o r  r e t i r emen t ,  s ickness ,  acc iden t ,  medical 
care, hospf%al expense$, and death bene f i t s ,  l h i s  d r a f t  omits  the 

mBa1 Security Board v. Nierotko 66 Sup. @t, Rep. 637 (3.948).--' 




ConurienCa.ry - Scct ion 2(q)( 2 )  ( A )  

p rov i s ion  found i n  p r i o r  d r a f t s  t h a t  exc lus lcn  of paynicntr; f o r  dcnth 
b c n c f i t s  i s  no t  e f f e c t i v e  i f  the employee has t h e  opt ion t o  r e c e i v e  
o t h e r  payments i n  l i e u  of t h e  dea th  b e n e f i t ,  and the  r i g h t  t o  'ass ign 
the b e n e f i t s  o r  to withdran from the p l an ,  because i t  has  been found to 
be d i f f i c u l t  t o  t e l l  whether an i r d i v i d u a l  had buch an opt ion a t  a g iven  
time, 

(F)  Retirement payments.--This paragraph excludes r e t i r emen t  insurance  
payments o the r  than group insurance  made by an employer f o r  a n  employee. 

(C) Sickness ,  acc iden t ,  medical, and h o s p i t a l i z a t i o n  expenses.--?his 
paragraph excludes f r a u  wages any payments-made by an  employer in 
connect ion w i t h  s i ckness  and h o s p i t a l i z a t i o n  expenses of a n  employee 
more than  s i x  months a f t e r  t h e  employee performed any se rv i ces  f o r  him. 

(D) Payments t o  or  from an employer s t rust , - -This  paragraph excludes 
' payments made by employers t o  o r  from a t r u s t  fund e x e m ~ t  from sec- 

G o n  165(a) of t h e  ~ n t k r n a l  Revenue Code which exempts Prom tax c e r t a i n  
t r u s t  funds e s t a b l i s h e d  by employers f o r  t h e  exc lus ive  b e n e f i t  of t h e i r  
employees and t h e i r  b e n e f i c i a r i e s .  Payments made t o  employees as remuner-
a t i o n  fo r  s e r v i c e  f o r  t h e  t r u s t  a r e  n o t  excluded from wages under t h i s  
paragraph. 

(E) Old-age and surv ivors  insurance contributions.--This paragraph i s  
incorpora ted  inthe-~ederalld i n  S t a t e  laws t o  enable employers 
t o  assume t h e  ob l iga t ion  of  paying t h e  c o n t r i b u t i o n  imposed on t h e i r  
workers f o r  t h e  purpose of old-age and su rv ivo r s  insurance  without  
having t o  pay t h e  emp1oymer.t tax on such payments. As amendeo i n  
1950, e f f e c t i v e  ai t h  r e s p e c t  t o  remuneration pa id  a f t e r  1950, the 
Federal  Act  excludes a l s o  payments by an employer of  amounts requi red  
from his workers under a S t a t e  emL~loynient s e c u r i t y  law. 

(F) Remuneration other  than cash f o r  casua l  labor,--Paragraph (C) 
con ta ins  an a d d i t i o n a l  exclusion simi1a.r t o  t h a t  incorporated by t h e  
S o c i a l  Secu r i ty  Act h e n h e n t s  of 1950 as s e c t i o n  1607(b)(7)  of t h e  
Federal  Unemployment Tax A c t , e f f e c t i v e w i t h  r e s p e c t  to remuneration 
p a i d  a f t e r  1950. This paragraph excludes any remuneration i n  any 
medium o t h e r  than  cash ( a s ,  f o r  example, lodging,  food;clothing, 
o a r  tokens, o r  weekly t r a n s p o r t a t i o n  passes)  to an i nd iv idua l  f o r  
s e r v i c e s  n o t  i n  the  course  of employing u n i t ' s  t r a d e  o r  bus ines s  
( i nc lud ing  domestic s e r v i c e  i n  a p r i v a t e  home of t h e  employer). 

(G)  Remuneration of stand-by workers of over 65.--Another exc lus ion ,  
which correvponds t o  t h e  exclusion now contained i n  s e c t i o n  1607(b) (8)  
( e f f e c t i v e  wi th  r e s p e c t  t o  remuneration paid a f t e r  1950),  e l imina te s  
from t h e  term %mgesn t h e  remuneration (o ther  than  vaca t ion  o r  s i c k  
pay) of a s t a d - b y  worker who. has a t t a i n e d  age s ix ty - f ive  and whose 
employment r e l a t i o n s h i p  has  not  terminated,  i f  t he  i n d i v i d u a l  does no 
work f o r  t h e  employing u n i t  i n  the  per iod  f o r  which such remuneration 
is paid. 



( 1 )  111: r i  L I 1r,-< I~ :nt~.--Dismi3scJ pnjrm~ilts uhich a r c  no t  l e g a l l y  . - - - .._( I -.--- -
r;iluIr(..d l~i.::, been ~ . c l u d c df r o m  t h c  d e f i n i t i o n  of wages i n  p r i o r  
d r a f t 3  of thJ.!i i'lniuil.- and i n  t h e  Federal h c q d o y m e n t  TAX Act. Since,  
c f fcc t ive  i- i . th  r e s p e c t  t o  remuneration paid after 1951, d i smis sa l  payxents 
n i l 1  c o n n t i t u t o  w q c s  under the  Federa l  Act,  as  amended i n  1950, most 
S t a t c o  ~111n i z h  t o  omit t h e  exc lus ion  of d i smis sa l  pay n i t h  r e s p e c t  t o  
remuneration paid a f t e r  1951. 

(r) Y!ai t i n e  ncek.--A wai t ing  poriod 13 included i n  employment s e c u r j t y  
l x v i a Tor tr!o reasonor (1 )  t o  a l low time f o r  making determinaUons and 
f o r  c o n t e s t i n g  them p r i o r  t o  the end of  a compensable neek; and (2)  t o  
preserve  tne fund by n o t  paylng f o r  very s h o r t  pe r iods  of unemployment. 

The experience of t h e  two S t a t e s  which have repoaled the  waiting-week 
p rov i s ion  i n d i c a t e s  t h a t  t he re  i s  not n e c e s s a r i l y  an a d m i n i s t r a t i v e  
need f ~ ra wa i t i ng  neek. P re se rva t ion  of t h e  fund a lone  does n o t  
j u s t i f y  the r e t e n t i o n  of the  wai t ing  neek. 

Because aome S t a t e s  may have administrative reasons f o r  a wai t ing  nee^, 
a d e f i n i t i o n  o f  wa i t i ng  week i s  included i n  t he  t e x t  i n  terms t h a t  
s i m p l i f y  t h e  d r a f t i n g  of e l i g i b i l i t y  requirements in s e c t i o n  4. A wai t-
i n g  p e r i o d - o f  j u s t  one week i s  provided a s  being adequate to meet a l l  
needs, With t h e  d e f i n i t i o n  of wa i t i ng  pe r i cd  as  a week of unemployment, 
t he  wa i t i ng  weeklmay be a neek of e i t h e r  t o t a l  o r  p a r t i a l  unemployment. 

The wa i t i ng  week u s u a l l y  i s  t h e  f i r a t  week of unemployment occurr ing  i n  
a b e n e f i t  year .  Wen  t h e r e  i s  a s e r i e s  of b e n e f i t  payments i n  a period 
of unenploynent occu r r ing  a t  the c l o s e  of the b e n e f i t  year and extending 
i n t o  a rlew bene f i t  yea r ,  no w a i t i n g  week i s  r e q u i r e d . (see s e c t i o n  4 ( a )  ). 
A c l a h a n t  may a l s o  ca r ry  c r e d i t  f o r  a wa i t i ng  week i n t o  t h e  succeeding 
b e n e f i t  year  i f  he  completes a wai t ing  week before  t h e  end of  t h e  year 
but  cannot complete a compensable week w i t h i n  t h e  same y e a r  s o l e l y  
because t he  end of t h e  b e n e f i t  year occurs before  anotk'er week has elapsed.  
The per iod  wi th in  which wait ing-period c r e d i t  may be c a r r i e d  forward 
should be s u f f i c i e n t  t o  inc lude  a l l  such cases ;  thb d e f i n i t i o n  of bene-
f i t  year  and of week must be taken i n t o  account. I f  more than  one type  
of creek i s  used f o r  b e n e f i t  purposes (e .g . ,  f l e x i b l e  week f o r  t o t a l  
unexiiploymeqt and employer 's pay-ro l l  aeek f o r  p a r t i a l  unenlployment) , 
the  per iod  should be s o  s e t  t h a t  i t  covers  a l l  c a ses ,  

According t o  s e c t i o n  4(a)(3) no b e n e f i t s  a r e  payable f o r  t h e  wa i t i ng  
neek o r  any p r i o r  week of unemployment i n  a b e n e f i t  year.  The claimant  
who c e r t i f i e s  f o r  a wa i t i ng  week must meet all t h e  requirements  of 
s e c t i o n  4 ;  t he  wai t ing  per iod  the re fo re  cannot  be served u n t i l  a f t e r  a 
per iod  sf disqualification. 

( s )  YToek.--Week i s  de f ined  i n  terms of  seven consecut ive days so t h a t-
t h e  per iod  used may be a f l e x i b l e  week beginning wi th  any day a n o t i c e  
sf ummgloyment i s  f i l e d  OP a pay-rbl l  o r  ca lendar  week. Regulat ions 
m u s t  be adopted t o  d e f i n e  t h e  type of aeek t o  be used f o r  purposes of 
b e n c f f t  payments and pe r iods  of i n e l i g i b i l i t y .  The r egu la t ions  should 
provlae  a lso  f o r  t h e  a l l o c a t i c n  of rr compensable week which f a l l s  
i;f t h i n  two benef i t  yea r s  t o  one of such years .  



Commentary - Sect ion  2 ( s )  

The flexible week has  advantages.  I t s  use permi ts  the  i n d i v i d u a l ' s  week 
of unemployment to begin  w i t h  the f i r s t  day of h i s  unemployment. l h i a  
ensures  that a l l  workers need s e r v e  only  the  w a i t i n g  per iod  requi red  by 

, law. I n  c o n t r a s t ,  t h e  ca lendar  week has  the  e f f e c t  of imposing a seven-
day w a i t i n g  per iod  on c.laimants who l o s e  t h e i r  jobs on Saturday o r  Sunday 
and a longe r  per iod  on o t h e r s  whose unemployment begins on any o the r  day 
of  t h e  week. 

(t) Week o f  unemployment.--'he term uunemploymenta i s  not  def ined  sime 
i t  i s  ueed i n  i t s  gene ra l ly  accepted meaning a s  having r e fe rence  t o  t h e  
cond i t i on  of a n  i n d i v i d u a l  who, though usua l ly  dependent upon employment 
f o r  h i s  l i v e l i h o o d ,  i e  ou t  of work. However, an employment s e c u r i t y  law 
must d e f i n e  t h e  c h a r a c t e r  and degree of unemployment to be  compensated 
and the  t ime u n i t  f o r  measuring it. The d e f i n i t i o n  i n  t h i s  s e c t i o n  
establishes a week as the pe r iod  f o r  mea~luring t h e  e x i s t e n c e  of unemploy-
ment ard f o r  paying b e n e f i t s  f o r  unemployment, Any l onge r  per iod d e l a y s  
the payment of b e n e f i t 8  and. reduces t h e  amount of b e n e f i t s  payable f o r  
less than t o t a l  uneqloyment .  

',b i n d i v i d u a l  i a  not  unemployed i n  any week un le s s  he meets c e r t a i n  
' ; e s t s t  (1)  He must e i t h e r  have no work o r  l e s s  than fu l l - t ime  work 
Pm an mploy ing  u n i t ;  and (2) W wages t h a t  a r e  payable t o  him f o r  
leas  than fu l l - t ime work must be  l e s s  than  h i s  weekly b e n e f i t  amount. 
The r e s t r i c t i o n  o f  the word work t o  "work performed f o r  any m p l d n g ;  
u n i t m  i 8  intended to p r o t e c t  workers who, though dependent upon a n  
employment r e l a t i  onshfp f o r  income, and a v a i l a b l e  ' f o r  work, may per- 
form varLous t a s k s  around t h e  home o r  on a self-owned farm when o u t  of 
work. 

In combination t h e  t e s t s  of unemployment serve  equa l ly  we l l  f o r  t h e  
Ind iv idua l  who i s  $ s t a l l y  unemployed wi thout  earn ings  ( o r  w i th  only 
such i n c i d e n t a l  earn ings  as he can pick up thrcugh odd-job o r  s e l f -
employment) and the fmi iv idua l  who has  not  been separa ted  from h i$  
regular empfograaent but who has had h i s  hours c u t  and his wages r a d i c a l l y  
reduced. 

Since the d i a t f n o t i o n  between t o t a l  and p a r t i a l  unemployment i s  one of 
degree ,  one d e f i n i t i o n  can  serve  a l l  purposes and the law need n o t  
d i f f e r e n t i a t e  between c r i t e r i a  f o r  t h e  determinat ion of t o t a l  and of 
p a r t i a l  unemployment. D i f f e r e n t  requirements  as t o  f i l i n g  claims and 
r e g f a e f a t k ~ f ifor work may be necessary i n  c a w s  of claimants p a r t i a l l y  
urmmployed, totliPly unemnployed, o r  t o t a l l y  unemployed except  f o r  odd 
jobb. Theas, however, w e  m & t e r s  of admin i s t r a t i ve  d e t a i l ,  i n  which 

ib i1 i t .y  are d e s i r a b l e .  a t t e r s  of t h i s  kind a r e  
by r e g u l a t i o n  than by t a t a t e .  The a u t h o r i ty t o  

l a k i o n s  i s  ta be found Pm the provis ions  c o n c e r n h g  
the  f i l i n g  of c l a i m  and r e g i s t r a t i o n  and r e p o r t i n g  requirementfl. 



Commentary - Section 2 

Tjuftn4tiona or explanations o f  other tenus are included i n  the sec t ions  
w!ib$re they ore used. See, f o r  example, the fol lowing i n  the sec t ions  of 
the law indicated8 

Adminia t r a  t ion fund 
Augmented benef i t  amount, 
Baaic benef i t  amount 
Computation date (experience rat ing)  
Dependent 
Maximum potent ia l  benef i t s  
Pay r o l l  (experience rat ing)  
Qualifying period (experience rat ing)  
Qual i fy ing wages 
Reserve percentage (experience rating) 
3uitable work 
Weekly b e n e f i t  amount 



Zhe commentary on aection 3 i a  organized a6 follows: (1) a general 
diacuesion of po l i c i e s  and pr inciple8 underlying the benef i t  formula; 
(2) an axplanation of the f i ve  benef i t  formulas which a re  included i n  
the t e x t ;  (3) some suggested t r an s i t i ona l  prooisione applica,ble when 
bene f i t  fomulas a r e  amended;and (4) some comment8 on types of formulas 
which are not recoramended. The following def in i t ion8  included i n  aec-
t ion  2 are i n t eg ra l  par t8  of t h e  fomulaar  benefitrr, base period, 
benef i t  year, insured work, insured  wcrker, wages, waiting week, and 
week of unmplog-ment. See a l s o  erecation 4, Conditioria f o r  Receipt of 
Benefi ts ,  and aection 4 ,  Determinations, Z?oticets, and Payment of  Bene-
fits. 


In o i t l i n i n g  the po l i c i e s  and pr inc ip les  which rnuet be considered in 
consLructing a benefit formula, the  various elements of the benef i t  
f o m u l s  a r e  presented eopwately  buQ the  i n t e r r e l a t i onsh ip  of weekly 
benef i t  amount, quallifyhg -gas, and durat ion of benefits should be 
kept in mnfnd. 

The, f i v e  fonnules irn tihe t e x t  are preerentgd t o  i l lus*ate  d i f ferent  
&$ ~ 8 8Ugh-quw%erwages ae the baae for'caputing 

wage loee  and, B past, f o r  de temin ing  inawed s ta tus .  &ah formulas 
are fa use in the great majority of the  States.  Each formula hlr oer-
t a b  advantages and dieadvantages which should be ca re fu l ly  weighed. 
Some of the t e c h i q u e e  used i n  one formula could be used KitE other8 of 
the formulas, r n r ~ d l 8  be point& ou t  where p e r t b e n t .  All t h e  formula8 
rqulre repor ts  of wagee by calendar quarters, thou& the  repor t8  mw 
be rquired quar ~ l y ,samually (with a uniform base period and benefit 
year), o r  on a r ues$ baeis a f t e r  clafma are ff l e d .  



H a p  base  f o r  computing weekly henef2t.s.--he of t h e  most d i f f i c u l t  
probhns in d r a f t i n g  a benefi t  fo rmul i i .8  the s e l e c t i o n  o f  the wage 
base which w i l l  f a i r l y  r e f l e c t  workera' earning capacity In terms of 
weekly wages. The wage base should minld.ze the effect of previow 
unemployment upon the mount  of t he  bene f i t ;  otherrise the formula 
will require ilrregularly employed c l a b a n t e r  t o  abeorb a hit$er propor-
t i o n  of rages lost through unemployment than regularly employed 
c l a i m t s .  It wae, in recognit ion ~f this fact t h a t  e a r l y  unemployment 
insurance laas i n  this country based the weekly benefit  amount on full-
% h e  earnings or  on an approxfmatEsn of earnings for full. employment, 
Later, formulas i e r e  developed by which the w e e k l y  benef i t  is computed 
d i r e c t l y  from the total h igh-qwter  or annual. wages without t h e  necea-
e f w  for de tenn lmt ion  of cs. weekly wage. The use of' sin annual wage 
base ba not mcomended for reaaonia included in the diacnssion of 
omYaiL wage formulas on page @ - 52. 

The unit of a calendar quarter as a buse f o r  determining the veekly 
benefit  mount was eelected la rge ly  bctcauae it permitted reporting f o r  
wemphq~ment-fnsurance purposes according to the  pettern of wAge report-
ing  adopted For t he  old-age a d  survivors insurance prograi. The high-

e r  fornula represented a simplificat;lon, compared Kit1 the fu l l -
time weekly wage formulas fonnekEy used, and I t  afforded fur moat 
workers a remeaonable approxlmtion of s benef i t  based on fuPl-timo 

es because nthat  quarter of t h e  base period i n  whioh such 
higheat* generally represent8 more t11m fragpentaq eanplq-

cent. En a period of reasonably g o d  m p l o p e n t ,  the high quarter is 
o, ~ U P L F ~ S B F  or nearly fill employment, for usst insured wqrkers.of 

The ree~ultin efit m o u t ,  therefam, ref lec ts  for  these workers, 
ea fraction o age earnings d w h g  8 period of r e l a t i ve ly  fill 

aoymnt, 



d u r k  periods of trrqorwy unoqlopient,  The proportion of wages upent 
for thoae itam i s ,  of course,  higher for aorkera wlth lm earninga and 
for workers with dependents than for high-paid workers and for workers 
without t$epondents, lheae fac te  m y  be ref lected i n  a weighted schedule 
of high-quarter wages which givps lm-paid workers a higher proportion 
of their wagea, aa in fonnulals A m d  D wnd in the proviaion of additional 
a,llmances for dependents ( m e  paget C - 28) ar%in formulas A, B, and C. 

h e  fraction or f i ac t iona  us& the formla should depend upon the.wage 
levola in the State, the proport ion of wageo that La ucrmlly spent for 
basic necoasitiso, and the provfrsiom for dependontsl allowances, if aqy. 

--Tho m..dm weekly benef i t  mount  paid 
naQhL fornula puts a e@f l , bgon benefitti 
no$ dmn n ? ~unduo pmportlon of  available 

be fixed so t h a t  bonefits far  mlativaly 
$8 repraoont tbe n o d  gerc 

d ba c o ~ c a n a a t dUPadm 
o d d ,  therefore, be ee% so elhat 
earnrage wags in covered mp1uy'-

off  by %hemxirnm, 



w u h u m ,  A high  m a x i m u ,  t he re fo re ,  a o u l d  be paid t o  only a few high-
pald uwkore i n  a lox-wage State and t o  many nork6rs i n  a high-.;rage State. 
%n either State,  the m a x i m u m  would be paid only to  tbose who had earned 
weekly sragea well i n  excees of the maximum weekly  b e n e f i t ,  

Roundfnf of weekly benefit  mounts.--Benefits which represent  an approxi-
m i z i o n S o s s t o  be compensated can be provided 
i n  hi formla which rounds computed weekly benefit amounts t o  certain 
even abnounts. Such rounding makes it poss ib le  t o  set up tables of weekly 
benef i t  m o u n t s  by b racke t s  of h igh-quar te r  wages and rainimm qua l i fy ing  
Ibages w h i c h  oimplify admin i s t r a t ive  de terminat iom on claims, reduce the 
z umber of mounts for mhich paymonb must be made, and make t h e  formulae 
easier  f o r  workers t o  understand. 

1k0 rounding of basic b e n e f i t  amounts i s  to  one-dollar i n t e rva le ,  Inter-
vala of l o a s  than one dollar do n o t  permit t h e  agency t o  achieve the 
maximum administrative advantages of rounding, Intervals of  more than a 
d o U m  are not  desirable since they accentuate  wide differences in weekly 
benefits payable t o  workers mi th  only s l i g h t  d i f f e r e n c e s  i n  their earnings, 
33' the in tewalr r  between b e n e f i t  amomts do not exceed one d o l l a r ,  such 
dl.tfarences (which am inevi tably  associated wlth  rounding) are confined 
t o  fa i r ly  n a r r o w  ::innlts. 

Ordiiraarily rounding the camputed weekly b e n e f i t  amount t o  the m x t  higher 
dollar instead of the next l o v e r  o r  the nearevt dollar i e  desirable for 
"then no clathgnnt has MBcomputed benef i t  amount reduced by the  routnding. 
F o l r ~ ~ n eA, B,D,  a& E fol lm t h i s  p ~ * j n c i p l s .  However, fornula C rounds 
Plo Lhs noarest dollar because t he  ernphrauiu i n  t h a t  f o m P a  i s  on average 
w w k l y  wage, (See page C - 43 ) . 

of 'O~i3e3fit~to c l a i m t s  w i t h  t h e  greatest propor t ion  of  nea-desferrabls 
cxpaliadi%uree. 

%mr3 shou3.a be some l i m i t a t i o n  om t h e  categories of dopendents on whoa0 
bsbLLf ailorrmcas w i l l .  b8 paid ard on t h e  number of dependent@ for whom 
E T ~ono e l & , w l  can receive such a l lowanc~e .  R e s b i c t ing  cornpensable 

Een%$ b ncrmvorking M ~ ~ ;U"d I unmarried children under 18 years of 
lrgs wauld cover the largest  group of dependents. Eowever, mcb ar liaai-

oildl dieacriminate against o ther  cl:~mmtsmho car ry  heavy 
r %hasupport of imvaXfds and peraone advanced in ymrs. 

%ma support parerh and wive8 entpport irtlva.9lid hulllbands. 



If a narrow definition of dependent is used, i t  raay be desi rable  to 
increaae the allonance f o r  the f i r s t  dependent.' If dependents a r e  
l imi ted to children,  guch an increase  i s  pa r t i cu l a r l y  des i rable  s ince  
most claimants with one dependent ch i ld  have ale0 a dependent wife. 

11 the a l lmance  f o r  each dependent i s  a f l a t  amount, i t  will probably 
be necessary to  pu t  an over-all l i m i t  on the maudmua amount of depend- 
en t s '  allowar..ces which m y  be paid t o  any c l a i m n t  i n  t e r m  of a 
percentage of basic benef i ts  o r  of high-quarter o r  of average weekly 
wages. To avoid the  contradictions of a formula apfiich i a  ata ted in such 
t e r m  as "$3 fo r  each of three  dependents b u t  augmented benef i ts  s h a l l  
not exceed percent of -, * formulaa A ,  B, and C present depend- 

7

en ts '  allowances i n  a table, 

The number of dependents which any claimant supports may change i n  a 
benef i t  year. However, agency procedures would be grea t ly  complicated 
if it were neceaeary t o  check on the number of dependents f o r  each 
compensable week. Tb avoid the  necessi ty fo r  repeated checka, t h e  
l egfs la t fon  should es tab l i sh  the per:.od f o r  which the  i n i t i a l  f inding 
on the  number of dependents i s  deemed valid, It i s  recommended t h a t  
the determination of the number of dependents made a t  t h e  time of a 
determination of h a w e d  s ta tue  should reolain i n  e f f e c t  thmughout the 
bene f i t  year, thua ignoring' ar;y changes in t h e  number of 8 c l a k t 1 8  
dependents. If t he  nunher of dependents i s  not f ixed f o r  the  benef i t  
year it i e  not poesible,  a t  the  time of the i n i t i a l  dete~olination,  t o  
atate  the  mraximuna p o t e n t i d  benef i t s  payable t o  a claimant durfng a 
bene f i t  year. 

It i s  possible that both a working f a the r  and a working mother, with 
the  sme benef i t  y e w  o r  with averlapping benef i t  years, could claim 
an allowance concwren%l.y fo r  the  s m e  ch i ld  i f  they am both unemployed 
during the  sene week, unlese there  is sr proviaion similar to t h a t  found 

3(a],  '?his prcsvtso can be omitted byi n  t he  second proviers i n  ~ec%Fon 
States which do n o t  objeck t o  such duplicate iellow;bncea, 

If a S t a b  which doea not f i x  the number of depandsnta f o r  the  benef i t  
year wishes to p r e v ~ ~ ~ t-the4 psymerit of concurrent allowances fo r  the  
same dcsped~ntt o  more, than one claimant, t h e  alatutory lhi.tatPolz with 

reek ahouSd be in tsrrnv of the parent acWally having 
child o r  actually providing aoPe or  pr incipal  eupport 
autclmatie award sf t h e  allowance t o  the Pather* I f ,  how-

ever, t he  nq.wbsz. of dependenta i n  a f ~ i i g ri e r  g reater  than the  number 
for whom dependen$ef alPowencea may be paid ,  provieion should be made 

t in t h e  family t o  claim addfticanal dependents. 



Comentary - Section 3 

The addlt:.on of depmdentsl allowances n e c e s a i b t e s  consideration of 
a l l  elelnet~tsaf the benef i t  formula- Care must be ' taken t h a t  t h e  
qual i fying requirements an8 d u n t i o l ~o f  benef i ts  do not  operate t o  the  
diruivantage of clalmanta with dependents. Qualifying requirements, lf 
a multiple of t he  weekly benef i t ,  should be i n  terma of basic,  no t  aug-
mented, weekly benef i t  amounts. Moreover, provision f o r  dependents1 
allowances should not reduce the  number of week8 of po t en t i a l  benef l ts  
payable t o  claimants whcl have dependents; instead t h e  po ten t ia l  annual 
benef i ts  ahould be computed in terms of a multiple of t h e  augmented 
benefi t ,  or the dependentst allowances ahouPd be outside the durati tm 
formula, and should be added t o  the baclic benef i t  whenever a claimant 
haa a reek of cornpensable t o t a l  o r  p a r t i a l  unemployment. A t  the same 
time care'must be taken t h a t  the  t o t a l  mount payable Jna bene f i t  year 
t o  clafmanta with dependents l a  not ao great ,  i n  r e l a t l on  t o  the qualify-
%ag mount, as ta l ead  t o  public c r i t i c i sm  of t he  program. 

lhe part ial  earnings l i m i t  f o r  determining the exi i~tenceof p a r t i a l  
unempPoyl~letnt ahodd  be oxpreesed aer the  weekly bene f i t  amount, sxcluding 
the  dependantsf allowance, To use thb augmented payment as the p a r t i a l  
earnings l imht  would permit a clalmrr;  with dependents rho  had only a 
slight drop in hours of work to qualify f o r  p a r t i a l  benefi ts .  This doer 
not alpgear t o  be equitable or reacaonable. Also it would make it diffi-
c u l t  f o r  employers to pa r t i c ipa t e  i n  i n i t i a t i n g  claims f o r  p a f t i a l  bone-
f i t s .  Of course, when benef i t s  are paid to p a r t i a l l y  unemployed workem 
with Bspendants, the f u l l  allowance f o r  dependents l a  added t o  t h e  parti . l  
beaef f t. 

It Pa genearally agreed that p~ymentsmade on behalf of a claimantie depm-
dents should not be charged against  an employor's account where the 

erisnce-aating formule providba for benef i t  charging. Provision in a 
S b t e  law f a r  exclusion of thoee payments from the  chargas to esaploysrs@ 

mience-rating accounts would not conflict w i t h  the rggufrernents of 
@ec$ioum 1682(eg)(l) and (3) of the Fgderah Unmployment Tax Act, 

an t  insurance Pe intended to wovide bepleflt 
eoently at tacked t o  the  covered labor force  
e l o s s  by reason o f  their merqloymmt, no b 
duals whoso asemricer i n  covered ploy3nmt is hconeequen-

o m  of m c i a  ooeurity w i l l  more t i s f a c t o r i u  meet the 
ho have harf only fragmcsnky wagee o r  employment. 



includes a requirement of minimum wages per week of ornployment o r  of t o t a l  
wages i n  the  weeks of employment or i n  the base period. Since time i s  the 
bes t  measure of p r io r  a t t acnmnt  to t he  covered labor  force,  the qualifying 
formulas in terms of wages attempt to approximate the desired length of 
employment which w i l l  i nd ica te  attachment t o  t h e  labor  force ,  

Because the d r a f t  provlsiona included here, l i k e  most S t a t e  laws, use wagea 
an a test of claimants' attachment t o  t h e  labor  force,  t he  discussion here 
l a  principal ly  i n  term8 of qualifying wages rather than of weeks of employ- 
ment. Because t h e  draf t  provisions emphasize uniform duration of benef i ts  
for a l l  e l i g i b l e  claimants (ase page C - 33 ), a flat qualifying req0ire-
meat, which w o u l d  e n t i t l e  any covered worker who earned a t  l e a s t  a miplnum 
amount of wages i n  h i s  base period t o  eome benef i ts ,  b e  no t  been inclded.  
h e n  w i t h  variable duration, a f l a t  qual i fying ruaount it3 undesirable i n  
that it i s  inequitable as between low-wage and high-wage claimants, since 
it may require only a few weeks 04 employment for high-paid workers and 
many weeks of' employment f o r  low-paid workere. 

,--A qualifflng wage requirement i n  
weekly benefit, ueed with a Ugh-

qwtrter b e n d i t  formula in ~~oanySta tes ,  ier -hcoqm-ated in formula E; 
Far claimantso with  more than one quarterfer emplo$ment in the base period, 
the  high quar ter  i s  ord inar i ly  a quar ter  of substantial amployment; the 
multiple of a b a e f i t  amount based on that quarter aervee as a fair t e s t  
of lmgth of employment. PI t h e  multiple that qua l i f i e s  i a  larger than 
the h i g h q u a r t e r  fraction that doterrnine~sthe weekly benef i t  amount, all 
inawed workers e3ecept thoas a t  the rnewlr~umdl1 have had some base-
period mplognnmt outside the quar te r  of higheat wages. To ensure t h a t  
no claimant quaPiPfeer by earning in only one quarter the requked amount 
for the m&.mm weekly b e n d i t ,  the  d r a f t  rsquirus  t ha t  all/i u ~ e u m dworkers 

l nue tbve  earned wage8 in a t  l e a s t  two quartera of the base period. 
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formula and t h e  type of base per iod  and t h e  inc lus iveness  of the coverage 
provisions should a l s o  be considered.  I t  i s  gene ra l ly  accepted tJiat the 
q u a l i m i n g  p rov i s ions  should screen  o u t  seasonal  workers and o the r  workers 
who do n o t  have employment i n  more than  one ca lendar  q u a r t e r .  It ' is  recog-
n ized  too  t h a t  c r i t i c i s m  of the program can be avoided by making c e r t a i n  
t h a t  t h e  minimum q u a l i f y i n g  requirement exceeds t h e  maximum po tenz ia l  bene-
fits of the  claimant  w i t h  minimum q u a l i f y i n g  wages and w i t h  maximum 
cordpensable dependents.  I n  comparing minimum qua l i fy ing  wages and maximum 
p o t e n t i a l  b e n e f i t s ,  however, it should be ramembered t h a t  most insured  
worker8 have base-period wages i n  excess  of t h e  minimum q u a l i f y i n g  amount. 

Step-down provisions.--The r i g i d i t i e s  a r i s i n g  from the d i v i e i o n  sf earn-
&a &to  calendar  q u a r t e r a  may r e s u l t  i n  making some workers e l i g i b l e  
and o the ra  i n e l i g i b l e  w i t h  t h e  same amount of base-period employment and 
wages, If t h e  q u a r t e r  of h i g h e s t  wages m c l u d e s  unusual rage payment8 
such aa annual bonuses o r  ex t ens ive  overidme, a q u d - i f y i n g  requirement 
baaed on h igh-quar te r  wages d i r e c t l y  o r  i n d i r e o t b  ( through a mul t ip l e  
of the  weekly b e n e f i t  amount) may be h i @  i n  r e l a t i o n  t o  nonnal earn ings  
and m y  exclude from b e n e f i t 8  individuaPtv w i t h  cons iderable  employment 
o u t s i d e  t h e  high qua r t e r .  

b c s r d i n g l y ,  a l l  the f o m l a s  i nco rpora t e  a c o r r e c t i v e  dev ice  t h a t  has 
boon cbdopted by sane States to pexmft i nd iv idua l s  t o  q u a l i f y  when t h e i r  
high-cgwbr  wages a r e  d i s p r o p o r t i o n a t e l y  high or when the a c c i d e n t  of 
rounding raiase t h e  qualifying amount t o  a l e v e l  which make8 them inelig-
@lee An individual who i s  found i n e l i g i b l e  under the normal q u a l i i y i n g  
pmv-isiosr nay be found e l i g i b l e  f o r  a lower b e n e f i t  amount i f  h i 8  base- 
per iod  earnings equal  o r  exceed those  requi red  f o r  t h e  lower beneZiL. 
A c la imant  who has  n o t  earned, f o r  example, 30 times hls rounded b e n e f i t  

ay be found t o  have earned 30 times the next lower b e n e f i t  amount. 
t h i a  spec ia l  s t~p-down p rov i s ion  permits dropping back only one 
amount. Uader some c i rcumstmcaa  f u r t h e r  step-down night be 

desirable; in such cases, t h e  q k l i f y i n g  requirement should be s o  c o r  
rilotad with the weekly bmefft fornula ,  that a l l  claimante have tQ have 

plogacsnt o u t s i d e  t h e  high qua r t e r ,  

h igh-quar te r  formula gkvse lower-paid warkersl hi&w 
propor t ion  t o  earnhga, the use, of  a uniform m l t f p l s  

sfit m o u n t  will u l r e  lower-paid workwe t o  have more 
outeida the M q u a r t e r  t o  qualiPy t h a n  higher-paM 
a formaila, m s -doom provis ion  i o  erspeoially needwL 
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With the nrar;itnum l imi ta t ion  of t h e  law, the  number of weeks of t o t a l  
unt!mployment which are  compensable should bo uniform for  a l l  insured 
workers. Although a claimantfa weekly benef i t  va r ies  in re la t ion  t o  hie  
p r io r  earnings, the  number of weeka f o r  which he may rece ive  benef i t s  
need not depend upon those earnings, Duration of unemployment does not  
necessarily vary directly with wage l eve l s  and the duration provisions 
i n  a social. insurance program should not favor high-paid or  s t e ad i l y  
employed workera. Indeed, an individual who has less steady employment 
In  h i s  base period is l i k e l y  to be unemployed as long as, or longer than, 
the individual  who had l i t t l e  or no unemployment i n  h i s  base period. Uni-
form duration favors t h e  e l i g i b l e  r a k e r s  who are current ly  i n  g rea tes t  
need of t h e  protectfon of the program, regardless of t h e  extent  of t h e i r  
paat anployment. 

The poten t ia l  duration should not only be uniform: under reasonably normal 
conditions i t  should be long enough t o  permit the ~~rrymentof benefi ta t o  a 
hi& proportion of claimants fo P 'the f u l l  duratf  on of t h e i r  unemployment, 
'Prenty-arb weeks of benef i t s  i s  generally accepted a8 a long enough period 
t o  s a t i s f y  thf a goal. 2he present S t a t e  funds make t h e  26 weeks an actu- 
arial pos s ib i l i t y  in p rac t i c a l l y  all Statea, ln ordinary times benefit  
costa do not  incmase  proportionately a8 s t a tu to ry  durat ion i e  increased. 
Ihe first  dew week8 of benef i t s  cause t h e  g rea tes t  d ra in  on the fund since 
mostaorkerer are unemployed f o r  sho r t  ra ther  than f o r  long periods of time. 
As the ~rtertutory duration fs increased, each added week results i n  the addi-
tdon of a w~eil ler  proporeion of t o t a l  benef i t  costs ,  

Since t h e  t o t a l  do l l a r  amount payable t o  claimants var ies  with the  weekly 
benef i t  mount,  t h e  amount i s  usually expreseed i n  terms of the number of 
weeks of t o t a l  unemployment during which a worker can conbinue t o  draw 
benefita if he remains unemployed and otherwiae eligible, i.e,, the in&-
vldualfe maximum potential. benef i ts  in a benef i t  year represent a apeci-
Pied multiple of hie weekly benef i t  amount. Tha multiple used i n  the 
i l l u s t r a t i v e  tables i s  26. Actually the amount represented by the 
multiple m y  be spread over more weeks of unemployment i f  the  claimant 
i a  p a r t i a l l y  un'mployed f o r  some weeks, 

ch is intereerted i n  keeping qualif 'yhg wages luw and making 
benefits avaibable for workers who vrould not meet the requirement8 i n  
the fomlsjlaer fop uniform duration, may wish t o  r e t a i n  duration varying 
with base-priod wages. Such a fornula would provide marcbim p o h t i a l  
benefidrr equal t o  a specified proportion of base-period wages up to s 

WA number sf weeks of benefits. It could be fomalized 
of specified amounts of' m.xirnum annual benef i t s  f o r  

%a of bass-period wages. 

In devPsing a famula foll variable duration, attention should be given 
g principles.  me minimum duration prodded f o r  any 
n% shsar3d be substantial, IXYjust%Q bringing e l a h a n t s  

i n t o  the system. Subst.antf aP mirt imurn duration rnay be achieved b giving 
f r ac t i on  of h i s  base-period wagea--1 7each claimant a ~n;~b]Lt3 2 or 2/3--

if the lsinilmwm q ming wages are set i n  appmpriab  relatioh t o  the 
wage l eve l s  fn 's; tat@ and t o  the ~ n i m u x uweekly benefit. Formulas B, 



I 

L), arid y ie ld  a m i n ~ ~ u mduration of y.5 nekks o r  more. I f  t h e  formula 
d u n  n o t  automatically yield on adequate minimn durat ion,  a subs tan t ia l  
rnllqiinnrm nuxiher of reeks may be provided by statute, Formulas A and C 
provide f o r  r a i s i ng  minimum computed duration t o  1 5  weeks. It ie very 
itcl)ortant t h a t  the maxinrum po t en t i a l  number of weeks should be a t t a i n -
able by claimants a t  every benef i t  l eve l .  A durat ion f r ac t i on  so 
i l l i b e r a l  t h a t  only some claimants i n  the  highest  benef i t  brackets can 
receive t he  maximum weeka o f  benefits--i.c.,  claimants who earn  i n  a 
base period more than four  times the  high-quarter  wages required for 
the  maximum weekly benef i t  amount--would de fea t  the purposes of t h e  
program. 

Payment f o r  a Week of Unemployment 

The payment of benef i t s  f o r  weeka of unemployment (defined i n  aection 
2(t) i n  t e r m  of earnings o f  lees than the  meekly bene f i t  amount) 
include8 what have been called to*;a9 and p a r t i a l  unemployment. No a l l o w  
ance of earnings i n  excess of  the weekly benef i t  amount i e  prodded In  
determinine when a worker is p a r t i a l l y  memployed. To coneider workers 
ngartfally unemployedn when they ea rn  more than t h e i r  weekly benef i t  
amounts w u l d  r e s u l t  i n  the  anomaly of having p a r t i a l l y  u s q l o y e d  work-
e r s  cznabl3 t o  qualify f o r  p a r t i a l  benef i ts  vhen their partial earnings 
Iiiinus the earnings bonus a r e  no l e s s  than tho weekly bene f i t  amount. 
For example, if t h e  p a r t i a l  earnings l i m i t  were 0e t  as the weekly 
benef i t  plus $4, a worker with a a0 bene f i t  would be "pa r t i a l l y  unem- 
ployedR when he earned 454 or less i n  a week of l e s s  than full-time 
work. Kis benef i t ,  homver, f o r  a week i n  which he earned more than 
&9n3wouLB ba a0 - ($3444) or 0. 

Ul  formulas, however, provide an earnings allowance i n  the computation 
of benef i ts  f o r  a weak of p a r t i a l  unemployment. The nbonusR f o r  accept-
ing pwt-time work should be great  enough t o  provide an incent ive  t o  work, 
and ahodd  cover the  normal addi t ional  expenaes of lunch and carfare. 
This ~Bcrrrmcoi s  $5 i n  wages fo r  covered o r  non-coverzd work, All the 
foxlmlars provide fo r  rounding "t tho next higher d o l l a r  if the computed 
b e n e f i t f o r  a week of p a r t i a l  unemplapent is not i n  d o l l a r  amounts. 
Tho grovlsf on r e s u l t s  i n  a minimum payfficnt of $3 f o r  a week of pmtiali 
mneraplayinsnt for a claFmant without dapendents rund plus the dep-
dentsu allowance f o r  a worker with dependoats, 

dternmstive method of rounding which has bom ueed in a few Sta t e s  
s h c n  fomd t o  have administrat ive advantages, Under these formulas, 

sasnlnge, sf lesct than half t h e  weekly benefit mount am disregarded and 
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*3(d) Benefit f o r  n week of unemployment.--Any insured worker 
who i s  u w y c d  in a n y m & i e x m i n c - d - ~ n  section 2 ( t )  and 
uho meets the ccndit ions of e l i g i b i l i t g  f o r  benef i ts  of section 4 
ahal l  be paid w i t h  respect  t o  buch week an amount equal t o  h i 8  
basic  weekly benef i t  amount (plus  his dependents 'allowance i f  
he hae dependents) i f  the wages payable to him d t h  reapect  t o  
such week are l e s s  thah one-half of hia weekly benef i t  amount; 
if the wages payable to him with respect  t o  such week a r e  one- 
half or more than half of his weekly benef i t  amount, he s h a l l  
be paid a bene f i t  equal t o  one-half h i s  bas ic  weekly bene f i t  
amount (plus h i s  dependants1 allowance, i f  he has dependent^). 
Such benefit,  I f  not a multiple of $l.,s h a l l  be computed to the 
next higher lmiltiple of $1." 

Tna Five Formulas 

These generd p r i ~ i p l e aare i l l u s t r a t e d  in #e f i v e  benef i t  formula8 of 
sect ion 3. 'Mhile the fomulas  d i f f e r ,  they have ce r t a in  features  in com-
mon. A l l  five formulae use high-quarter wages as the base f o r  computing 
wage losa;  a l l  include a minhum and maximum weekly bene f i t  amount. 
Three of V e  famulas  augment the  basic benofit  with dependentst allow-
ances. All the formulas round t he  bas ic  m o m t r r  between t h e  minimum 
and the maxBmum in flat dollar amounts and t h e  tables  i n  fomula s  A, B, 
and C follow t h e  same procedure w i t h  augmented benefits, 

A l l  f i v e  fomulas  include a q u a l f ~ p i n gwage requirement incorporated 
in the def in i t ion  of insured worker which i s  intended t o  adnit to 
benefits only i n d i v i d u a l s  who have been attached to the covered<labor 
force. If the  formula includes dependentsf allowances, the  allowances 
are outside the q u d i f y b l g  formula so  t h a t  cl.afmntts with dependents 
may qualify on the same baais as claimants witilout dependents. All 
f o m l a s  require a mbstwtial  mount of wages i n  more than one quarter 
of the base psri od in order t o  j u s t i f y  the recornended uniform subetan-
t i aP  duration sf benefi ts  for a l l  eligible cla?Lr~;ants. None requires an 
a rb i t r a ry  m u n %  sf mgee in che h i g h  quarter, i n  any oke quar ter  out- 

recent quarters $ sach provisions 
ent &o %ha h b o r  Pore@r i g i d i t i e 8  

whiah my srff ps of workers iraeguitab1.y. A l l  f i v s  
f o d e a r  inaXrsda a etepdown p r o d  okow under which mi ~.rdivLdua3.who 
i a  found not t o  be an i n au red  worker under t h e  n o m l  qwUfying pro-

fomd t o  be insured for  t h e  rwxt lmes benofit mount  
if h i s  baes-ger uaP or axceed those raqu&ed f o r  the lower 
benefit. 


ae unmpPoylraewt iweEudea weeka of 
the actual reeks of bsnesfi'itrs may be more 



f o r  each B , C C ~f o r  ~ : h i c h  beriefits are payable  f o r  t o t a l  or p a r t i a l  w~em-
plcyiilcnl. Xach of t h e  forrnulas includcs a l so  an alternative formula 
f o r  dura t ion  varying x i t h  base-period wages wi th  a miriFrnum dura t ion  for 
claimants who bare ly  qual i fy  equal t a  a t  l e a s t  15  weeks of b e n e f i t s  f o r  
t o t a l  unomploymn t. 
A l l  f i v e  fornulas inc lude  provivions f o r  payment of benefits for weeks 
of unemployment, d c f h e d  t o  inc lude  weeks of p a r t i a l  as well  as weeks of 
t o t a l  unemployment. 

The formulas i n  t h e  d r a f t  bill which a r e  discussed below a re  i l l u s t r a t i v e  
of different pr inc ip le  s as fol lows r 

Formula A. A weighted high-qu'wtor schedule with  a schedulo of 
dependents1 allowances expressed in terms of  augmented 
benef i t s .  

Formula 0 .  A uniform f r a c t i o n  of high-quarter  wages with depend-
e n t s  ' allowances of  $3 per dependent within des i red  
limits on augmented benef i t s ;  deperdentsf allawances 
a d d i u o n a l  to basic weekly and annual benef i t s ,  

Formula C. A uniform f r a c t i o n  of high-quarter wages n i t h  augmented 
benef i ts  equal t o  60-'FO percent of average weekly wages, 
according t o  t h e  n~unberof dependants; emphaais on aug-
mented dependents' allowances as in formula A but with 
basic and augmented benef i t s  on same percentage basir 
a t  a l l  wage levels, and w i t h  ccolaiatently larger 
allowances for the first dependent. 

Formula D. A weighted high-quarter sc~hedule. 

Formula E. A uniform f r a c t i o n  of h i g h q u a r t e r  wagee. 

(Benefi t  formula A:  weighted h i g h q u a r t e r  
slahedule w i t h  schedule of  dopendentsv al.lowancea) 

TM.8 i ' o m l a  emphasizes t h e  augmented benefit, $ . e , ,  the basic benef i t  
plus d a p d e n t s  1 allowance f o r  claimants wi th  dependents. Tlhe basic 
benefit is pald to t h e  claimant w19;hou.t dependents and is uaed in the 
detsjpminatfon of t h e  existence of partial unemploywnt . Xt would be 

so if a State which charges benof i t s  paid t o  employeret account8 
rovfsfon tr, o a t  charges f o r  cleyendt?s~ta'allowances. Since both 

e basic weakly b e n e f i t  mount and t h e  dsporndesnLss allowsmcss are 
wei&htad, the fornula require8 tabular p r e e s n t a t i ~ r i ~  

.--Formula A racognizae the facts  t h a t ,  aa 
er proport ion of Sncwme goea f o r  l i v u  

ssrpensae which ~ a m o tbe deferred during crr, psriod of waployols  
a$ ths number of dependante Wroaetw, a larger proportion of in0oInf3 i a  

for Eosd and liviwg,qutnrtsrs and to minterin an odaquata 
/ 
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Commentary - Section 3 (a) (Benefi t  formula A )  

In the  i l l u s t r a t i v e  echedule ( tabie  l), the bas ic  benef i t  payment f o r  
the  claimant without dependents va r ies  from $7 to $30, from 5 percent 
of minimum high-quarter wagea ($160) f o r  the  claimant with the &3 basic 
benef i t  t o  3.8 percent  o f  high-quarter wagea f o r  t h e  claimant with the  
minimum earnings ($781.50) required f o r  t he  maximum $30 benef i t .  Ihe 
wage-class i n t e rva l  va r ies  by f i f ty -cen t  i n t e rva l s  from $23 i n  the $8 
basic-benefit bracket t o  $33.50 i n  the $29 basic-benefi t  bracket. Ihe 
higher the  wage l eve l ,  t h e  larger the amount of high-quarter  wages 
required t o  qua l i f y  f o r  81 more in basic  weekly benef i ts .  Ihe lowest 
bracket  i a  not comparable.because the m i n i m u m  high-quarter wage8 are one-
fourth of the base-period qual i fy ing wages; the higheat  braoket in not 
oaaparable because it i s  open-end, 

Table 1 


Weekly benefit mount, weighted schedule of high-quarter wages 
w i t h  archedule o f  augmented benef i t s  f o r  claimant Ki th  one, 

two, and th ree  o r  more dependents, and qualifging wages 

g -computed aa one and one-half times high-quarter wages 1/ 
."I0muma8 0 

quar te r  weekly 1depend- 2 depend- 3 or more qualifying 
=gee bene f i t  e n t  en t s  dependents wages 

(Column A) (Column B) (Column C )  (Column D) (column E) (Column F) 



Commentary - Section 3 ( s )  (Benefi t  formula A )  

In t ab l a  1, dependents ' allowances vary from $2 t o  .$5 f o r  the  claimant 
with one dependent, from $2 to $10 f o r  the claimant wi th  two dependents, 
and from $2 t o  $15 f o r  the claimant Kith thxee o r  more dependents. 
Because the  bas ic  bene f i t  is weighted i n  favor of workers i n  the  lower 
wage brackets and the highest  augmented benef i t  is l e e s  than t he  average 
weekly wage i n  t he  high quar te r  ( a t  a l l  wage l eve l s  except the miniplum), 
the dependental allowance i s  small i n  the  lowar wage brackets. It l a  
only $2 f o r  thoae with  basic benef i t s  of $7 t o  & regardless  of t he  num-
ber of dependents, Only benef ic ia r i es  e n t i t l e d  to a weekly bas ic  benefit  of 
$12 o r  more receive any allowance f o r  t he  t h i rd  dependent. 

Augmented benef i t s  f o r  claimants with one dependent vary from $9 to  $35, 
those f o r  claimants wi th  two dependents, from de4, to $40 and those  f o r  
claimants with  three or more dependents, from $9 t o  $45. The augmented 
benefits range from $1 percent  of the minimum average weekly wa e i n  
the high-quarter required f o r  the  #LO augmented benefit ($12.31 k t o  
75 percent  of  the roinimum average mekly wage required for the  $& 
augmented bene f i t  ($6O,ll). 

(b) Qualif'ying wages.--With a weighted schedule of high-quarter wages 
and uniform po t en t i a l  durati.cn, the q u a l i o i n g  wages muat be se t  in 
considerat ion of the maximum augmented annual benef i t8  a t  each wage 
l eve l ,  The formula suggested here i s  one and one-half times t he  upper 
limit of the high-quarter wage bracket  ($240f o r  t h e  $7 basic  bene f i t  
up t o  $1,223 f o r  the  $30 basic  bene f i t ;  f o r  this purpose a normal 
tntcsrval i a  aeaumd f o r  the  open-end maximum bracket) ,  with a provieion 
that a c h i m a n t  who cannot meet t h a t  requirement but can qualify f o r  
the  next lower l i m i t  s h a l l  be e l i g i b l e  f o r  the  lower amount. A quali-
fying wage r equ i rmen t  i n  terms of  a multiple of' the  basic weekly 
benefit  3.8 not appropr ia te  with a weighted formula; it would offset  
the advanbgse given t o  the low-wage claimante by t h e  weighted sched-
u l e  and a high multiple would have t o  be usad t o  j u s t i f y  26 watsks of 
ulqxr&%iona t  many of the  higher levels .  A f l a t  q u a l i o i n g  wage which 
would p d t  claimants with s a r n i n g ~above tho m-knimm t o  qua l i fy  on 

quo&~sr~awa c r ed i t a  would no t  jus t i fy  26 week8 durat ion of 
be%er&fi$8cWith &abledurat ion,  a f l a t  qua8ifying a;in;tautwould 
cgaics% out the object ives  of $he weighted schedule and would reduce 

tial week8 of benef i t s  payable srt t h e  higher wage herels. 

.--Vnaif om potential 
a provided i n  the 

bLs 2 ind ica tes  the  maximum sugdamtd lsarmiY.ts a t  
1 f o r  claimants w i t h  spec i f i ed 'numbers s f  depaden 

ene f i t s  f o r  t o t a l l y  loyad workera wowt 
7ESO f o r  the c h  out dependen-, .$234 
one dependent, ,040 f o r  those with two 

t o  @.,L70 f o r  those d t h  t h r e e  o r  more d 
26 times t h e  4ndi.rsidualfe weekly bensff% 
eimple t e x t  s ta t t lmnt  comparable t o  that 



Commentary - Section 3. (c)  (Benefi t  formula A )  

The provlaion of 26 times the  baaic benef i t  for .  a l l  claimante, with 
dependents' allowances i n  addit ion f o r  each week of unemployment, 
i l l u e t r a t e d  i n  the second fonnula, could be used with a weighted 
formula i f  desired. I n  t h a t  case the emphasis would be sh i f t ed  from 
augmented benef i t s  t o  dependents' allowancesj t ab le  1, f o r  instance,  
would present  dependents allowances r a the r  than augmented bene f i  t e  
i n  columns C ,  13, and E and it would be impossible t o  pre13ent t ab l e  2 
or to make any d e f i n i t e  statement concerning maximum poten t ia l  bene- 
f i t s  f o r  ~ l a i n l a n t s  with dependents (see page C - 42), 

Table 2 

Aiaxlaum po t en t i a l  benefits i n  a benefit year, 1/ weighted echedula 
with dependent81 allowances, by number of ;fependente and 

bas ic  weekly benef i t  amount 
?3aeic W m u n  po ten t ia l  benef i t s  f o r  claimant w i t h  
weekly Ro depend- 1depend- 2 depend- 3 o r  more 

benef i t  csnts e n t  s n t s  dependents 
(Column A)  (Column B) ( 3 0 1 ~C )  (Coluomr D) (Column E) 

1/ Computed as 2%t b e u  the basic and augmented weekly benefit mounOeo. 

(4 .--An a l t e rna t i ve  
provi t h  base-period wages 
is  included f o r  S ta tes  which believe t h a t  uniforn po ten t ia l  durat ion i s  
too l i b e r a l  i n  terms of the minimum qualifying wages f o r  each bene f i t  
level.  14re f r a c t i on  uaed is one-half base-pertodl wages, one of the most 



Commentary - Sect ion  3 ( c )  (Benefi t . formula A )  

l i b e r a l  f r a c t i o n s  used i n  t h e  S t a t e s ,  and t h e  t o t s $  amount o f  b e n e f i t s  
i s  rounded i n  terms of t he  Ind iv idua l  c l a iman t ' s  weekly b e n e f i t  amount 
wi th  an  over -a l l  limit of 26 t imes h i s  augmented weekly b e n e f i t  amount. 
A s t a t u t o r y  minimum d u r a t i o n  of 1 5  times t h e  i n d i v i d u a l ' s  b e n e f i t  amount 
i s  provided s i n c e  the  a r i t h m e t i c  o f  the  illustrative t a b l e  would produce 
computed b e n e f i t s  of l e s s  than  1 4  weeks f o r  a l l  c laimants  w i t h  m a x i m u m  
deper:dents who b a r e l y  q u a l i f y  f o r  t h e i r  weekly b e n e f i t  amounts. 

If variable dura t ion  i s  used, t h e  augmented weekly b e n e f i t  amounts could 
be increased  :iomewhat, p a r t i c u l a r l y  f o r  t h e  lower wage bracke ts ,  because 
v a r i a b l e  du ra t ion  would e l imina te  any p o s s i b i l i t y  t h a t  t h e  p o t e n t i a l  
annual b e n e f i t s  would exceed t h e  q u a l i f y i n g  amount. 2he e f f e c t i v e  l i m i -
t a t i o n  on t h e  augmented b e n e f f t  p o u n t s  would then be  t h e  maxiirium per-
centage of the average h igh-quar te r  weekly wage t h a t  i s  coneidered t o  
a l low an  Incen t ive  ' to  work. 

(d )  Benef i t  f o r  a week of unemployment.--With week of unemployment 
def ined  ( s e c t i o n  2 ( t ) )  a s  a week i n  which t h e  wages payable t o  a c l a d a n t  
are l e s s  than h i a  b a s i c  weekly b e n e f i t  amount, a l l  c la imants  w i t h  t h e-
same base-period wages w i l l  have t h e  same p a r t i a l  ea rn ings  l i m i t ,  regard- 
l e s s  s f  t h e  number of t h e i r  dependentk. ?he amount of t h e i r  b e n e f i t s  f o r  
a week of p a r t i a l  unemployment w i l l ,  however, vary as do payments f o r  a 
week of  t o t a l  unemployment because earn ings  f o r  the week ( i n  excess  of  
$5) are sub t r ac t ed  from t h e  au  ented b e n e f i t  amount. This prov i s ion  
means t h a t  a l l  payments f a r  +a wee of less - than- to ta l  unemployment all 
inc lude  t h e  fill dependents '  allowance. 

E e f i n i  t i o n  of dependent. --The d e f i n i t i o n  of dependent i a  dra-f t e d  ( e  1 --
t o  i nc lude  the family members most comnonly dependent upon the income 
of  covered workers. I t  i s  important  t h a t  i t  be d r a f t e d  i n  terns of t h e  
r e s p o n s i b i l i t y  f o r  t h e  suppor t  of o t h e r s  which many claimants ,  whether 
mean o r  wanen, must meet. 

t i o n  inc ludes  unmarried c h i l d r e n  under e ighteen ,  l i v i n g  w i t h  
nt or  r e c e i v i n g  r e g u l a r  suppor t  from him; a nonworking wife 

o r  receiving r egu la r  support  from t h e  claimant;  a working 
womanVshuaband, if wholly o r  mainly supported by her ;  a c h i l d  e igh teen  
o r  over o r  a married c h i l d ,  o r  a pa ren t  o r  parent-in-law, i f  wholly o r  
mainly supported by t h e  c la imant ;  and any o t h e r  person who i s  l i v i n g  

laimant and wholly supported by him, S tepchi ldren  and seep-
e includsd wi th in  the  f l e f i d . t i o n .  The d e f i n i t i o n  lists 

i n  descending o rde r  of t h e  c l a iman t8$  r e s p o n s i b i l i t y  f o r  
i r  $upport, eo t h a t  i f  a S t a t e  wishes t o  adopt  a l e e s  co 
fnif&on,  i t  could convenient ly cu t  i t  q f f  a t  any s e a i c a l  

de te rmina t ion  of the  number of d a p e d e n t s  as o f  t h e  
a n o t i c e  of  insured  status remains i n  ef fect  through-
ear, thus ignor ing  any changes i n  %he number of a 
en ta .  Since most c laimants  draw b e n e f i t 8  du r ing  only  
ployment i n  t h e  b e n e f i t  y e a r  and d u r a t i o n  is  Pfmfted, 
t o  a n t i c i p a t e  t h a t  r e l a t i v e l y  few changes i n  t h e  number 
P occur  in the period i n  which benefits are payable, 

*incaqui t iea  which will srlee because of thier policy w i l l  
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be l i m i t e d .  With emphasis on t h e  augmented b e n e f i t  i n  t h i s  formula and 
maximum p o t e n t i a l  b e n e f i t s  i n  a b e n e f i t  yeartcomputed a s  a mul t ip l e  of 
t h e  augmented b e n e f i t ,  It would be d i f f i c u l t  t o  i nco rpora t e  weekly 
changes i n  the number of  dependents. 

(Benef i t  formula B; a uniform f r a c t i o n  of high-quarter  
wages w i t h  dependents ' allowances addi t i o n a l  ) 

Plis formula emphasizes dependents1 allowances a d d i t i o n a l  t o  b a s i c  b e n e f i t s  
f o r  purposers of weekly b e n e f i t  and maximum annual b e n e f i t s .  

( a )  Weekly beneff t amount.--Formula B computes the bas ic  benefl  t f o r  a l l  
workers between t h e  minimum and t h e  maximum a s  one twenty-fourth of h i g h  
q u a r t e r  wages rounded t o  t h e  nex t  h igher  d o l l a r ,  and adds dependents1 
al lowances w i t h i n  the  d e s i r e d  limits on augmented weekly b e n e f i t 8  ( i n  
r e l a t i o n  to average weekly wages) and on maximum annual b e n e f i t s  ( i n  r e l a -
t i o n  to q u a l i f y i n g  wages). It i s  presented  i n  a t a b l e  becauae of t h e s e  
l i m i t a t i o n s  on dependents1 allowances and because t h e  q u a l i f y i n g  wage i s  -. 
computed f o r  each wage b racke t  r a t h e r  than  f o r  each claimant ,  The b a a i c  
b e n e f i t  En t h e  i l l u s t r a t i v e  schedule (table 3 )  v a r i e s  from 87 t o  $30. A l l  
c la imants  w i th  one o r  more dependents g e t  a t  l e a s t  a $3 allowance; those 
ui t h  basic weekly b e n e f i t s  o f  $11o r  more g e t  something f o r  the  second 
dependent and those  w i t h  bas i c  weekly b e n e f i t s  of 9b16 o r  more, a fu l l  $3 
allowance f o r  t h e  second; those  wi th  bas i c  weekly b e n e f i t s  of $I9 or more 
get something f o r  t h e  t h i r d  dependent and those  wi th  $24 o r  more, the  
full $3 allowance f o r  t h e  t h i r d .  Dependents' allowances f o r  t h e  c la imant  
w i t h  one dependent a r e  always $3 p e r  week;  f o r  t h e  c la imant  w i t h  two depend- 
e n t s  they vary from $3 t o  $6;  f o r  t h e  claimant  with t h r e e  o r  more depend- 
e n t s ,  from @ t o  @, Augmented b e n e f i t s  f o r  t he  c la imant  w i th  one 
dependent thus vary from $10 t o  $33; fo r  t hose  with two dependents, from 
$10 t o  $36; and f o r  t hose  wi th  t h r e e  o r  more dependents, from $10 t o  $39, 

This formula inc ludes  a schedule which i s  ;irnpler i n  cons t ruc t ion  than 
t h e  f irst  formula and a minimum dependentsv a l lonance  which i s  more than  
a token allowance, It provides l e s s  adequately, however, f o r  t h e  claim- 
a n t  w i t h o u t  dependents i n  t h e  lower ha l f  of the schedule; i n  a S t a t e  i n  
which c la imants  i n  t h e  lower b racke t s  o r d i n a r i l y  have no dependents,  the 
weighted ~ c h e d u l eof the f i r s t  formula would work t o  t h e  advantage of tkte, 
majo r i ty  of them, 

l a  i n  t h e  first formula, t h e  m a x i m  augmented benefit is less than the 
average weakly wa s i n  t h e  high q u a r t e r  a t  a l l  wage l e v e l s  except  t h e  
mi-. 1% myi s from 85 pe rcen t  of the m i n i m u m  age weekly wage, 
reqllfsed %asthe nted b e n e f i t  ($12,9 
rtni e required f o r  the 
($53.541 * 

---Undm t h i s  formula a l so ,  a f la% q u a l i f y i n g  wage 
tiax u n i f o m  p o t e n t i a l  d u r a t i o n  of augmented b n e -  
e of t he  weekly b e n e f i t  moun t  could be app l i ed  a t  
would r e q u i r e  c l o s e  t o  40 times, t h e  b a s i c  weekly 
augmented b e n e f i t s  i s  not  t o  exceed q u a l i f y i n g  

asld one-half t imes  t h e  upper limit o f  tihe high-
q u a r t e r  wage bracket i t s  used i n , t h i s  f o m l a  a l s o  and cn step-down pro-
vision %IS ~ P I C ~ E S ~ B ~ ~  

c - W  
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Table 3 

Basic weekly benefit amount figured as one twenty-fourth l,/ of 
highquarter wage8 with schedule of  dependents ciLlanancs8 

for claimant with one, t m  , and three or more depend- 
ents, an3 qualifying wages computed as one and one- 

half times high-quarter wages 2/ - Baaio Dependents' allowance for  Minimula 
quarter weekly 1 depend- =aped- 3 or more qualifying 
wages benefit ent ents dependent8 wages 

{Column A) (Column B) (Colunm C) (Column D) (Colu'mn E) (Colunm F) 

$63.OO-168.OOae, $ 7  $3 $3 $3 Ir 252 
168.81-192.00 8 3 3 3 288 
192,01-216aW. a* 9 3 3 3 326 
zn6,on-240.00a.. 10 3 3 3 
2lP.Ol-264,QO, 0 ,  11 3 4 4 

w 
12 

396 
264,01-288,00.ae 3 4 S 4% 
288,01-312~00... 13 3 4 4 468 
312.01-3~36~00~ , . 14 3 5 5 504 
336oO1-36OaOO. 15 3 5 5 540 
360.01-3ab.00~. 16 3 6 6 576 
384*01-W8*OQ* a 17 3 6 6 612 
408.01-432,00.,. 18 3 6 6 648 
432.Ol-4%eOO* a 19 3 6 7 684 
456a~i-480 .00. . 20 3 6 7 720 
4t30 aOP-504 .OQ a.O 21 3 6 8 756 
5or6.01-528~00,,. 22 3 6 8 ' 792 
528 . 01-552 ,OO, 23 3 6 8 828 
552.01-576,00, , 24 3 6 9 864 
~?~,o~-~OO.QQ.. . 25 3 6 9 900 
600.01-624.00., , 26 3 6 9 936 
626,.8~1-61,8.me* 29 3 6 9 9% 
6$8e0~-972 .80. 28 3 6 9 1,008 
6?~oOk&J6800.a~ 29 3 6 9 1,044 

or more . . 30 3 6 9 1,080 

to next higher dollar. 
one-half times upper limit of highquarter wage brackst; 

proviaion included i n  formula, 

are paid, the t o W  
i 

e 131 dependentsf 
er who exhauats h i s  
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benef i ts  a f t e r  having had weeks of partial unemployment, modmum poten-
tial benef i te  would exceed 26 t ines  the augmented, benef i t .  ?his formula 
has the  disadvantage of making it impossible t o  s t a t e  the maximum poten-
tial benef i t s  Pn a benef i t  year  f o r  a part ial ly unemployed claimant a t  
the time of t he  determination of his benef i t  r i gh t s .  If  t h i s  s e e m  
important, the  uniform duration formula i n  .'he f i r s t  benef i t  foxmula 
could, of course, be substituted. 
(c) Maximum poten t ia l  benef i t s  2 var iable  duration.--In keeping uith 
the i b a  of this formula t ha t  dependents' allowances are always addi-
t i o n a l  to basic b e n e f i h ,  t he  f0;mul.a f o r  variable duration &mputea 
the t o t a l  amount of baaie benef i t s  aa a fraction of base-period wages 
up to 26 weeks of benefi ts  and adds dependentst alluwmcer: f o r  each 
week of unemploganernt, total or  pa r t i a l .  With t h i s  provision it is not 
necessary to apecify a minimm duration erfnce t h e  quaPiFying wage6 eug-
geefed ml automatfcaXLy y i e ld  18 week8 of benefite. 

It would, of courae, be poesible t o  use in this fornula  the variable 
durat ion prowidant: of tfme f i rs t  benef i t  formula which includes 
dependents @ aPP x s s  i n  the  duration formula. If augrnsnted a w l  
benef i ta  were a f rac t ion  of base-period wages, the qual i fg ing rage 
could be reduced h 30 or 36 (or  some figure between) time8 'the basic 
benefit  amount. Particular a t ten t ion  would have t o  be given to the 
6bhm duration. Potentf al benef i t s  equal t o  me-half baee-period 
wage8 with 30 ee t h e  bae~ic bene f i t  ae qualifying wages would yield 
a ~~dura n of 95 weeks for the  clahmant PrP thout dependents but 
only 11 weeke for the claimnt with the  rnaurimm dependents1 allowance 
a t  his wage level, 

(dl --Tkm provision i e  the aame au 
for age C - 39 apply here alrro. 



c 

(a) b!e&lg t m o f i t  auoomt.--'he i l l u s t r a t i v e  t ab l e  4 provides baaic 
benefits of157 t o  $30, and dependents allawances ~ a r y i n g  frcm $1 t o  
$6 f o r  one dependent, $2 to  $9 f o r  two dependents, and $3 t o  $12 for  
throe o r  more dependents. Thua the  augmented benef i t s ,  are $8 t o  $36 
for claineanta with one dependent, $9 to $39 f o r  c l a i m n t s  w i t h  two depend-
ents ,  and $10 t o  $42 f o r  claimante with th ree  o r  more dependents. 

Table 4 

Basic weekly bemefit mount  f igured as one twenty-sixth of high-
quar te r  aagee, a i t h  augmnted b the f i t a  equal t o  60 peroent of' 

average high-quarter weekly Ir.age 1/ f o r  olaimant lrith 1 
dependent; 65 percent, wi th  2 Ze~endents;  and 70 

percent, with 3 or more dependents 
High- Basic Augmented weekly benef i t  amount 2 / 3 n i m u m  

quar ter  veeklp 1 depend- 2 depend- 3 or more qulliwing 
Pa$- benef i t  2/ ent  ehta dependents

bColum A) (~olunmn8)  (Column C) (coIumn D) (Column $1 

poin t  of highquarter wage bra& 

f tlmtw the midpoint of highquarter wage bracketg 
r ion  includad i n  fornula, 



C . 2 y r  - Scct ion  3(b)  (Benefit formula C )  

(b) Qualifying ;iages.--The q u ~ lif'ying wage of one and one-half times 
high-quarter wages is  used i n  this formula a l s o ,  .for reasons which have 
been pointed out i n  t h e  diecusston of formula B .  Because the basic bene-
fit has been rounded t o  the nearest dollar,  qualifying earnings have bean 
figured on the midpoint (rather than the upper l i m i t  of the h i g h - q w t e r  
bracket used i n  formulas A and B )  and rounded where necessary t o  the 
nearest dol lar .  A step-darn provision i a  included for reaeona explained 
on page C - 32. 

( 0 )  Naximum potential  beneff ts : uniform duration. --Uniform potential  
benefits  for a l l  e l ig ib le  claimants are provided <n the draft ,  A s  in 
benef i t  formula A,  potential annual benef i ts  are equal to 26 times the 
claimant's basic weekly benef i t  f f  he has no dependw,te or 26 times the 
hugmented benefit appropriate for the n d e r  of  h ie  dependents ae deter-
mined when he files a request for  a determination o f  insured status. 

A table eimilar to Pe 2 can be worked out by multiplying by 26 each 
amount in colmaj 53 t o  E; i n  table 4; see d q a b l e  5 below, Maximum 
potential bensfite in a benefit p e r  would vary Prom $3.82 t o  $780 for 
a claimant wiehout dqendemta, $208 to @36 for claimants with one 
dependent, $22 to &,014 f o r  t h e e  Kith two dependents, and $260 k 
81,092 for those w i % h  three or more dependents. 

lhc&rnum potential  benefits in a benefit year, by k a i o  weekly 
benef i t  a d  number of dependents, augmented bgnefita 

figured as percentage of average weekly wage in 

benef i t  en% ents dependent8
e )  (co~prnrnD) (column E) 



Conunentary - Sect ion  3 (Benef i t  formula D )  

Formulas w i  thout  Dependents Allowanr,es 

?or S t a t e s  which wish t o  cont inue t o  use schedules  wi thout  dependents '  
tillowances, two i l l u s t r a t i v e  b e n e f i t  formulas a r e  presented.  The pro- 
p o r t i o n  of wage l o s s  compensated i s  h igher  than f o r  t h e  claimant  with- 
o u t  dependents under t he  f i r s t  two formulas,  and lower- t han  f o r  t h e  
claimant  w i th  t h e  maximum number of dependents.  Since most c laimants  
n i t h  dependents a r e  a t  o r  near  t h e  maximum weekly b e n e f i t  amount, the  
h ighe r  b e n e f i t s  paid these  workers may be assumed t o  cover t h e i r  
dependents as t h e i r  wages do. The weekly b e n e f i t  amount is based on 
h igh -qua r t e r  wages wi th  a weighted schedule (formula D )  o r  a one-twentieth 
f r a c t i o n  (formula E )  . The commentary i s l i m i t e d  mainly t o  items which 
d i f f e r  from those  i n  t h e  formulas  discussed e a r l i e r .  

(Bene f i t  formula D I weighted 
high-quarter  schedule ) 

(a) Weekly b e n e f i t  amount. --The i l l u s t r a t i v e  weighted schedule 
( t a b l e  6)  provides  weekly b e n e f i t s  of $7 t o  $30 vary ing  from 5.7 pe rcen t  
t o  4,4 pe rcen t  (o r  approximately one-eighteenth to one twenty- th i rd)  of 
t h e  upper limit of the high-quarter  wage bracke ts .  The weekly b e n e f i t  
i s  a l a r g e r  p ropor t ion  of the average  weekly wage i n  t h e  lower b racke t s  
than  i n  t h e  h ighe r ,  i n  r ecogn i t i on  of  t he  f a c t  t h a t  a t  the lower wage 
l e v e l s ,  a l a r g e r  propor t ion  of t h e  wages i s  spen t  f o r  nondeferrable  items. 
The schedule r equ i r ea  $29 a d d i t i o n a l  base-period wages t o  g e t  $1more i n  
b e n e f i t s  a t  the  $29 t o  $30 l e v e l s  b u t  on ly  '$15 more f o r  a n  a d d i t i o n a l  $1 
weekly a t  i h e  $8 t o  $9 l e v e l s .  

If the wage l e v e l  i n  a S t a t e  i s  such t h a t  t h e  $30 rnaxinium i n  t a b l e  6 
would r e s u l t  i n  the concent ra t ion  o f  a n  unduly h igh  propor t ion  of 
claimants a t  the maximum, the table can be extended upward. 

(b) Qua l i fy ing  wa ea.--Because t h i s  i s  a weighted a:hedule, t he  qua l i -  
f y i n g  wage n t a ~  i s  based on the  high-quarter  wages r a t h e r  thand* e 
t h e  weekly b e n e f i t ,  A t  a l l  l e v e l s  t h e  minimum qua l i fy ing  wager exceed 
%he maximum potentaial  b e n e f i t s  i n  t h e  b e n e f i t  year ,  26 times t h e  weekly 
b e n e f i t  f o r  t o t a l  unemployment. 

( c 1 --Uniform dura t ion  is,- of course,  recom-
m e d e  a rkab le  d u r a t i o n  is suggeeted, a weighted 
schedule ( t a b l e  7). A simple f r a c t i o n  such a s  i s  suggested i n  the o t h e r  
formulas would o f f s e t  t h e  advantage given t h e  lan-wage e a r n e r s  i n  t h e  
weekly b e n e f i t  amount and t h e  q u a l i f y i n g  wages. For i n s t ance ,  i f  maximum 
p o t e n t i a l  b e n e f i t s  a r e  one-half base-period .wagee, t h e  c la imant  who b a r e l y  
q u a l i f i e s  f o r  a b e n e f i t  would have a computed d u r a t i o n  of t h i r t e e n  and 
one-$wenth weaks whi l e  a c la imant  who ba re ly  q u a l i f i e s  f o r  $30 would have 
a d u r a t i o n  of over 1 7  weeks, f f  one f r a c t i o n  is used, a ~~~ d u r a t i o n  
ehould be provided a a  in formula B. 

,' 



Commentary - Section 3 (Be~iefitformula D) 

Table b 


Weekly benef i t  amount figured from weighted schedule of high-
quarter wages and qualifPing wageo computed as one and 

one-half times high-quarter ragas, and maximum 

One and one-hnhf t b e s  upper limit of high-quarter wage bracket, 
rounded t o  next  lower dol lar;  step-down provision included i n  formula. 





Commentary - Section 3 ( ~ e n e f i t  f omu la  E) 

(Benefi t  f omu la  Er unif om frac t ion  
of high-quarter wages ) 

?he weekly benefi t  of one-twentieth of high-quarter wages givc,s claimanta 
between t h e  rninbum and maximum the same percentage of t h e i r  hign-cjuarter 
wages. In terms of weekly wages, t h i a  means t h a t  t h e  weekly benef i t  
amount equals 50 percent of the  Ugh-quarter average wage fo r  claimants 
who had 10 weeks of work in t h a t  quar ter ,  65 percent f o r  those who had 
1 3  weeks of work. The qualif'ying wage of 30 times the weekly benef i t  
assures qualifying wagea i n  excess of the 26 weeks uniform poten t ia l  
darst ion.  If var iable  duration i s  provided with  maximum poten t ia l  
benefits equal t o  one-half base-period wagea, the  minimum poten t ia l  
duration would be 15  weeks. The minimum and m a x l r n u m  weekly amountrr 
should be s e t  i n  r e l a t i o n  t o  the wage levels of the State; see page 
C -27-

'Ikanei t i o n  Provisions 

Legislat ive change8 i n  the  benefi t  formula require  decision a s  t o  t h e  
e f f ec t i ve  date af t h e  amendments f o r  all claimants. I f  the amendments 
increase the benef i t  r i g h b  of claimants, i t  i s  aound soc i a l  po l icy  
make t h e  amendarenta effect ive  fo r  a l l  c l a b n t o  dmultaneously and aa 
soon as possible a f t e r  t h e i r  enactment. I n  S ta tes  wlth a uniform 
benefi t  year, the  first purpose i s  accomplished by having the  amendments 
apply only t o  claims filed i n  the  next benef i t  year. I n  S ta tes  with an 
individual  benef i t  year (and i n  S ta tes  w i t h  a uniform benef i t  year enact-
ing l eg i s l a t i on  early i n  a miform bene f i t  year) it a s m s  des i rab le  t o  
give claimants having a benef i t  year i n  progress, incrluding those who 
have already exhaueted benef i ts  , Phe prompt advantage of the  l i be r a l i c a -  

\ t ion of the  f o r m l a ,  f o r  any unemployment occurring a f t e r  the ef fec t ive  
da be. Such a policy obviously f wolves  redetermination o f  weekly bene-

A f i t e ,  the  new amount to apply f o r  the r eminde r  of the benef i t  year. 
Ihe maximum poten t ia l  weeke of bsnef i ts  ( f o r  total unemployment) aghf 
well  be thataof t h e  new formula; the  m a x i m u m  poten t ia l  mount of behe-
f i t s  would varg witn the m k r  of  weeks of t o t a l  unemployment already 
drawn a t  the old amount and the potential number a t  t h e  new B I I I O Z ~ T ~ ~  
By s e t t i n g  the  e f f ec t i ve  date a t  some reaeonable t h e  a f t e r  the date 
of enactment, the State agency can absorb the  extra work involved in 
making the nscesaary ~edetermfmtionr ,  without delaying a1 paymentrr.

* 

Provision should be male, however, t h a t  na claimant K i l l  have hilr 
r igh t s  reduced during a benefit year by redetermima.tton i n  accordance 
with a new benefit f ornupa, Xb the  wage8 neceaeary ta qua l i fy  under 
the  new law are greater than ar t h e  old, no claimme who has satab-
l iahed r i g h t s  under the o ld  I m  should ham h i e  o r ig ina l  r i gh t s  
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-r.educdd o r  c:ancrslled by reason of the  new requirements. 

k~r!reviaions a m  made t o  apply only t o  individuals  es tab l i sh ing  a 
new benef i t  year a f t e r  t he  e f f ec t i ve  data, the  administrat ive burden of 
redetermining benef i t  r i g h t s  f o r  all woskers f o r  uhom a benef i t  deter-  

' r a t i on  l a  current  is avoided. Howeve*, such a timing involves a con- 
r<iderable delay i n  put t ing the  changea :mto f u l l  e f f ec t ,  aince f o r  prac- 
r t c a l l y  a year eone claimant8 will be drawing benef i ts  under the old  
c,rmula and o thers  under t he  new formula* A d i f ference of a few days i n  

the date  of f i l i n g  a r q u e s t  f o r  a determination of i n m e d  s ta tue  m q  
ua a &reat  d i f ference i n  the  po t en t i a l  benef i t s  of claimants with the 

.,, r wake credi ts .  I n  the i n t e r e s t  of claimants'  understanding of the  law 
1 ~f good public re la t ions ,  auah inequitierr should be avoided. 

..i af'c language cannot be provided t o  f i t  a l l  t r a n s i t i o n  s i t ua t l on r  because 
-.sh provisicns m e t  be wr i t t en  i n  spec i f i c  terms t o  f i t  both the  old and 
6 new benef i t  formulas. The following examples i l l u e t r a t e  the problema 

i AVO lved. 

Trmsitiow proviaions fo r  separate items.--A t r a n s i t i o n  provision sucb as 
~ h e f x l o w i n gcould be added a t  t h e  end of 3(a), 3031, 3(c) ,  3(d),  or 
3 ( e ), depending on t h e  items which a r e  changed by f he ~ ~ e n d m e n t a *  

nThis provision s h a l l  apply t o  a l l  b m e f i t  years beginning 
a f t e r  (inslert the da te  of t h e  day before t h e  amendment 
becomea e f fec t ive ) ,  and the  insured s t a t u s  o f  a l l  claimants 
who have a benef i t  year current  on and a f t e r  ( i n a e r t  the  data  
a s  of wNch the amendment becomes e f f ec t i ve )  &all be redeter-
mined and benef i te  shall be paid i n  accordance w i t h  t h i a  
provieion, provided t h a t  no insured worker sha l l  have h i s  
benaf i t e  reduced o r  denied by rede temins t ion  resu l t ing  from 
the appl ica t ion of t h i s  provision." 

General t r a n s i t i o n  provision. --A tzansi t % c m  provisf on of the following 
type can be used when there  is a change i n  the fornula f o r  determining 
weekly bene f i t  amunt -4.e., high-guar ter f rac t ion ,  and/or maximum 
weekly benef i t  amount-and/or the  maximum weeks of uniform -potential  
durat ion or the maximum weeks of variables durat ion and/or t he  formula 
f o r  detepining fndfviduaP duration,  and/or the q u a l i o i n g  wages. 

--The p s o v i s i s n ~  of this seation a s  
emf i t  years beginning on o r  a f t e r  

Xn r e a o q u t i n g  the 
d worker, the number of  
8 
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weeks of benef i ts  f o r  total unemployment t o  which he would 
be e n t i t l e d  under this section, as wended, shaJ.1 be reduced 
by the number of weeks obtained by dividing t he  amount of 
benefi'hs paid or  payable t o  him f o r  weeks of unemployment 
p r io r  t o  ( i n s e r t  same date) by his benef i t  amount f o r  a 
week of t o t a l  unemployment under the  l a w  i n  e f f ec t  p r i o r  t o  
t h i s  ~nnendment.~ 

Safeguards when qualifying amounts a r e  ehanged. --When minimum qual i fying 
r ? y = f o r l eve l  and/or wages 
required fo r  any week8 of bene f i t s  are increased,  i t  i s  essential t h a t  
the t r ans i t i on  provieion provide t h a t  no claimant s h a l l  have h i s  b sne f i t  
r i gh t s  reduced as a r e s u l t  of a redetermination. %is can be aesursd by 
a definite statement to that effect as in the t r ans i t i on  provisions 
above or by a requirement t ha t  a redetermination s h e l l  be made for 
claimants i n  benefi t  s t a t u s  and t h e  claimant ahall  receive whichever 
is the greater ,  the  amount provided i n  the old or  t h e  new determinatAon. 

t 

!Ikansitlon when benef i t  years are changed.--If the framework of the  
?ormula--i.e., t he  base perlod and beneff t  y e a ~ i s  changed, t h e  
t rane i t ion  i s  more ccmplicated. I n  a change from unFform to individual  
benef i t  years the agency muat decide whether t o  terminate the b'enefit 
years of claimants i n  benef i t  s t a t u s  a t  t he  end of the uniform benef i t  
year cr t o  es tab l ieh  same method f o r  ataggering the  dates of t h e  begin- 
ning of m w  benef i t  years.  It seems des i rab le  to avoid a peak-load of 
redeterminations a t  the  end of a uniform benef i t  year s o  far as possible 
and t o  ge t  cleimanta on an individual benef i t  year as soon aa possible. 
The following language suggests one method of staggering the beginning 
of benef i t  years 8 

"Notwithetanding my other provieion of t h i s  Act, the 
benef i t  year of any claimant who has c e r t i f i e d  fo r  a 
waiting week o r  f i led  a claim f o r  benefits fo r  the reek 
pr io r  t o  ( i n s e r t  $he date of the  day following the  end 
of the  old uniform benef i t  year) eha l l  terminate upon the 
earlier of t he  followinge 

(1) h e  expira t ion of 3 year f r a  the day aa of which 
the claimant flI d a request f o r  a determination of 
insured atatus in eke old bmef$ t  year; o r  

(2) The exhauertion of Beni~sFitapayable, under a determias-
t i on  of i n s u e d  &tatus f o r  t h e  old benefi t  year.* 

Without soy special provision, a clerirppsat who had sxhaurstad hip  benef i ts  
a t  any time i n  the  old  bene f i t  p a r  could e t a r t  a new benef i t  year when-
ever.he requested a d e t e r a h a t i o n  of inewed  staturp after the  s f f e a t i v s  
dab  of the new proviaion, 



Annual-\;rage Formula 

An aunual-aage forinula basing b e n e f i t s  on & p e g a t e  annual earnings 
r a t h e r  thc;n on weekly wage l e v e l s  i s  n o t  recornmenled. Only for  
workers with steady employment throughout t h e  year do annual wages 
r e f l e c t  weekly wade l e v e l s .  Using an annual-wage base f o r  deternrining 
weekly b e n e f i t  amounts without i n f o r m a t i ~ n  on t h e  number of weeks 
worked i n  the  year  y i e l d s  b e n e f i t s  which bear only a chance r e l a t i o n  
to average wages i n  weeks worked. Because most workera experience o 
considorable amcunt of unemployment o r  underemployment i n  a period a s  
long as a year ,  assumptions have t o  be made concerning t h e  number of 
week3 worked i n  a year ,  i f  t h e  formula i s  t o  give claimants a s t a t e d  pro-
por t ion  of  t h e i r  weekly wages. The annual-nage formulas used i n  a few 
S t a t e s  g ive  a l a r g e r  percentage of annual wages as weekly benef i t6  i n  
tne lower wage brackets  i n  recogni t ion  c f  the  f a c t  t h a t  usua l ly  workers 
receiving lower annual wagea a r e  l e s s  r e b l a r l y  employed than those  wi th  
h i b e r  annual wages. Obviously, not  a l l  workers who ea rn  $1,000 i n  a 
year  work the  same number of weeks but  workers with $30 base-period 
wages average fewer weeks of work than those  who r ece ive  $2,500 or more. 
The formulas may be sa id  t o  assume f o r  ind iv idua l  claimants base-period 
employment of  varging dura t lon ,  inc reas ing  i n  length  ae to ta l  annual 
wages increase ,  Since the determination of t h e  ex i s t ence  of partial 
unemployment and t h e  payment of p a r t i a l  b e n e f i t s  are i n  termr of t h e  
weekly benef i t  amounts, and t h e  annual-wage base may yield weekly bane-
f i t s  which have no r e l a t i o n  t o  t h e  claimant*^ recent wage, the fornula 
may result in p a r t i a l  b e n e f i t s  which a r e  too l o w  o r  too high. 

Per-employer Determinations 

I n  a l l  Mgh-quarter and annual-wage formulae i n  use, a l l  wages and 
employment i n  covered work with a l l  base-period employers a r e  included 
i n  determining whether a claimant i s  an insured  worker and, i f  ao ,h is  
weekly b e n e f i t  amount and maximum p o t e n t i a l  benef i t s  i n  the  b e n e f i t  year.  
Ill6hough an average-weekly-wage formula doear no t  r e q u i r e  such a system, 
i n  some average-weekly-wage formulas, a claimant 's  weekly bonef i t  and 
weeka of b e n e f i t s  a r e  detsrmined success ively  on the  b a s i s  of h i s  employ- 
ment and wages with each employer, i : ~t h e  inverse  order  o f  mp'loymnt, 
sub jec t  ts an over-a l l  l i m i t  i n  a benef i t  year.  This l a t t e r  system of 
per-employer determinations may be  coneidered appropr ia te  with an 
employer-reaerve type law under which the  emphasie i s  on s t imula t ing  
employers t o  s t a b i l i z e  employment by making the  individual  employes 
responsib le  f o r  compensating, from hia  own acaount, unemployment suffered 
by hi$ former workers. ' h i e  type  of l aw contemplates t h e  r e t en t ion  of a 
c l o s e  r e l a t i o n  between the  employer and the worker even af ter  the worker 
becomes unemployed. Sh prac t ioe ,  however, there remain no employer- 
reserve  laws u d e r  which a c la iman t f s  r i g h t s  t o  b e n e f i t s  cease when h i e  
m p l o y e r f a  reserve account ceases  t o  be solvent .  The two employer-
reserve laws ssmaining provide f o r  a p a r t i u  pool f o r  t h e  p a p e n t  sf 
banefi t a  when an employer88 reserve account irr exhausted and both 
provide rnethoda o f  asmring t h a t  the pool w i l l  be sdequets, 



I ,  1 ~T--PI~~)].OY~:I. ~:'.,L~-,TI, honcver ,  h a s  no place unrfcr  a poolcrl-fund typo o f  
llich i h , .  cinpi-i:inin i n  on p r o v i d i n g  cqual protect8ion from l o s sI?. \ ( I  l ~ ~ r  

; 9 r 4of ;ns c l i ~to  ~ ~ ~ ~ c n i p l o y ~ n o n tf o r  a l l  ~rorlccrsby : ;p rc rd i . n~  t he  rislca of 
~ r n ~ ~ n l 'o j m x i t  1. o - ~ c ' r;I. lnrgc  group of c n p i o y o r s  and by ~nnl t ingt h e  fund 
n v a i l n b l c  t o  any . I n s u r d  ; iorker i r r e s p e c t i v e  of hi3 cinployer. Under a 
poolnd-furd 1x1711 indi  v i d u n l '  6 uncmploymen t i s  c o n d d e r e d  due  to t he  
s t a t e  ~f Wlc! l a l ~ o rmarkct r a l h e r  than  t o  the  f a i l u r c  of h i s  employer t o  
n t a b i l i z c  eni;,loymnt ;u:d the  c~nploymnntr a l n l i o n a h i p  i s  deemed t o  be 
t , s ~I 1insteJ r .hm t.hc i n d i v i d u a l .  hccornen unernpl oyed , The unemployment fund 
rather t.hsri an j r~dividurr l  employer i o  t h c r e f o r c  he ld  r e n p m s i b l c  f o r  t h e  
bene l i t u  p r ~ i d .  

Tho Bureau b d i c v e s  khat  per-ernpl-oyer de tc rmina t i .ons  ore  inappropr i a t e  
11nd::r l~ooled-funrl I n ~ sbecaust: t hey  a r e  con t r a ry  to t he  philosophy on 

7 7 0xhich  such l a w  bnmd,  a3 r e f l c c t ~ d  i n  provis ions  under which (1) a l l  
money i n  t h o  unmpl.oyment fund mu!;% be commingled and  undivided; (2)  no-
t h i n g  i n  t l e  Act i s  t o  oo construed a s  grant ing  any anployer o r  i nd iv i -
dua3.s performing s e r v i c e s  f o r  him p r i o r  claimo o r  r i g h t s  t o  amounts pa id  
i n t o  t h e  fund;  (3 )  b e n e f i t s  a r e  pa id  a claimant  who had t h e  requi red  
amount of p r i o r  employment and wages i n  covered employment, r ega rd l e s s  
of any del inquency of his employer i n  paying con t r ibu t iono  on t h e s e  
wages; and ( 4 )  b e n e f i t s  a r e  pa id  so  long as t h e r e  i s  money in the  S t a t e  
fund, r e g a r d l e s s  of t h e  balance in any p a r t i c u l a r  employerls account  
( f o r  exper ience- ra t ing  purposes).  

Obviously a system o f  per-employer de te rmina t ions  r a i s e s  no s p e c i a l  
problems f o r  c la imants  who had only one employer i n  t h e  base period.  
For c la imants  with two o r  nor e employers, t he  fo l lowing  disadvantages 
may be c i t e d ;  

(1) Benef i t  r i g h t s  f o r  each c la imant  who had employment w i t h  more than 
one base-period employer n,ust be recomputed each time t h e  c la imant  
exhausts h i e  c r e d i t s  from a base-period employer ( u n t i l  he has  drawn 
t h e  maximum p o t e n t i a l  b e n e f i t s ) .  Some claimants  may have two o r  more 
d i f f e r e n t  weekly benefit amounts dur ing  a b e n e f i t  year, depending on 
t h e i r  average weekly wages w i t h  each employer a g a i n s t  whose account 
they  successively draw b e n e f i t s .  Some o f  t hese  r a t e s  may no t  be repreaen-
t a t i v e  of the c la imant ' s  customary ea rn ing  a b i l i t y .  In a S t a t e  where 
c la imants  have been accustomed t o  a weekly b e n e f i t  amount fixed f o r  a 
benefit  yea r ,  such changes are hard t o  exp la in ,  p a r t i c u l a r l y  i f  tha 
weekly b e n e f i t  a t  t h e  beginning o f  a b e n e f i t  year i a  reduced by l a t e r  
computations. 

(2) Under a system of per-employer de te rmina t ions ,  uniform p o t e n t i a l  
du ra t ion  which t h e  Bureau cons ide r s  the most a p p r o p r i a t e  d u r a a o n  
p rov i s ion  f o r  my s o c i a l  insurance  program i s  i l l o g i c a l  and d i f f i c u l t  
t o  dev i se  and odmninister, lhough base-period employment and wages are 
aggregated t o  determine whether a claimant  meets the qua l i fy ing  wages, 
weeks of b e n e f i t s  and t o t a l  arnount o f  b e n e f i t s  payable a r e  determined 
f o r  each  anployer s e p a r a t e l y ,  up t o  a s p e c i f i e d  maxFmum aggrega te  number 
of weeks. Only when t h a t  numbor. of weeks has  been reached i n  a u c a e ~ s i v e  

I 



d c t o r d n a t i o n u  can a claimant  know how much b e n e f i t s  he i e  e n t i t l e d  t o  
du r ing  a b e n e f i t  year .  

(3) U a i n t d n i n g  t h e  c l o s e  r e l a t i o n s h i p  between a worker and a former 
employor au i s  done when de t e rmina t ions  a r e  on a per-employer basis, 
oven though t h e r e  has been in t e rven ing  employment with another  employer, 
leads t o  t he  impos i t ion  of d i s q u a l i f i c a t i o n s  i n  connect ion w i t h  separa- 
t i o n s  from work from former employers even though such s e p a r a t i o n s  did 
n o t  result i n  t h e  unemployment which i s  be ing  compensated. 
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COWDInONS FOR RBCEIPT OF B ~ I T 3  

?%la aoction on Conditions f o r  Rsceipt of Bonefite combines the non-
monetary provisions of the former aection 4, Benef i t  E l i g i b i l i t y  Pro- 
~ l .o ions ,  and the provielone of sect ion 5 on Disqual i f ica t ion from 
Benefits, The nonotary provisions of the former ooction 4 a r e  included 
i n  th8 def in i t ion  of insured worker and incorporated, as qualifping 
wages, i n  the  benef i t  formula i n  sect ion 3. M y  an inaured worker oan 
r ece i s e  benef i ts  bu t  insured workers do not  automatically receive bene- 
f i t 6  nhen unomployed, To receive waiting-wesk c red i t  or  benef i ts  f o r  
any week,they must no t  be dioqual i f ied  i n  terms of t h e  circumetancecl 
of t h e i r  leaving work o r  of remaining uneqloyed and m e t  follow a 
proacribad procedure t o  establish e l i g i b i l i t y  fo r  benefi ts .  

(a) Eli@biSi ty  fo r  benefit#,--Section 4(a) combines a l l  the  r e q u i r e  
menta f o r  e l i g i b i l i t y  t o  receive  benefits.  Thns e l i g i b i l i t y  a s  uaed 
here i a  broader than-the  old term e l i g i b i l i t y .  If inaured worker 
has taken the  proper procedural ac t ion to es tab l i sh  his claim, he i s  
e l i g i b l e  fo r  waiting-week c r e d i t  o r  benef i ts  f o r  any week of his unem-
ploymnt  unless he has been determined t o  be d i squa l i f i ed  under 
sec t ion  4(b), Ae an Insured worker he meet8 t h e  monetary requirements 
for benef i ts ;  he ha8 f i l e d  a request  f o r  a statement of insured status 
and has received informetion concerning his benef i t  year, his weekly 
bene f i t  amount,hnd his maximum annual benef i t s ,  He must take the  
initiative i n  f i l i n g  a no t ice  of his unemployment, r eg i s t e r i ng  f o r  work 
w d ,  after a week of unemployment has elapsed, ce r t i fy ing  forb waiting- 
week credit or iiling a claim f o r  benefi ta.  Unless the S t a t e  law has 
no waiting-period requirement (see comment8 on sect ion 2, page C - 22 ), 
he must have s m e d  t h e  wait ing week before he can f i l e  a claim f o r  
benef i t s  for  a week of u n e m p l e e n t ,  No benef i ts  a r e  payable f o r  t h e  
wait ing week o r  f o r  any week of unemployment p r io r  to it rri thin a bene-
f i t  year. However, an exception i s  made so t h a t  no individual  who is 
i n  compensable s t a t u s  a t  the end of a benef i t  year w i l l  have to serve a 
wait ing period if his unemployment continues i n t o  t he  new benef i t  year. 
The draft language means no t  only that the  waiting period should no t  
i n t e r r u p t  the papmqint of benef i t s  i n  a continuoua period of unemployment, 
bu t  also that euch individuals  ahould no t  be required t o  serve e waiting 
period i f s t h e y  have a second period of unemployment i n  t he  new bene f i t  
y ia r .  The rsquirement of a waiting period following a cornpenarable 
period i n  B benef i t  year has been found,in some States ,  t o  be too oomplii" 
cat& and expensive to  adminiarter t o  J u s t i f y  i t s  retention.  

FOP the  unenrployed indivldual  who i s  not  i n  compensable a t s t u s  a t  the 
end of a benefit year  and whose unemployment continues i n t o  the  new 
benef i t  pear, prooiaion i s  made i n  sec t ion  2 ( r )  f o r  aerving the wait ing 
week i n  the period Just prior  to the beginning of a a m  benef i t  year. 

Ths r eg t a t r a t i on  f o r  work a is t inguishea unemployment insurance from 
other t p e a  of soc i a l  insurance--from d i s a b i l i t y  inerwmce, from work- 
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,L ~ompc~r l~)a t ion ,  which is a specialized type of disability insurance, 
a ~ d  from 01 d-ago (retircmont) insurancee It i s  the  claimant*^ affirm- 
' 1 t h a t  ke i s  I n  t.ho labor force and wishes t o  remain there. 

(b)  Mnqualification from nxiting-eek credi t  o r  benefits.--Under 
. ~ n t t m ~ Y m ~ u r a n c e  l a m  certain types of unemployment are not insured, - - * - 
If  A I n a n  qu i t s ' h i s  job voluntarily without good cause or is  discharged 
for  misconduct, N3 resul t ing uneruployrnent is not insured; i f  he refuses 
AJ accept ~~Ui tuble  nork kithout good cause, he miU not be paid benefi ts  
for llis unemployment. If, because of these reasona, it i s  found tha t  
- G tmemployment i s  no t  insured, the worker i s  disqualified and i a  not 

A : qLble for  bcnefits. The di f ferent  causes of disqualification a r e  
o1 vlLimd b@ow and'the period of disqualification f o r  t h b  three major 

3 :a ciscuss& on page C -58. Inabi l i ty  t o  work and unavailabili ty 
rauitable work a re  counted as causes of disqual i f icat ion but the 

existence of such cause must ordinarily be determined from week t o  week, 
' .  .$ill be seen tha t  an individual worker may be affected by more than 
due cause Kith respect t o  a week of unemploymento 

(1) Inabi l i ty  to  work and unavailabil:.ty fo r  work.--The conaaissioner 
must make a determination concerning a b i l i t y  t o  work and ava i lab i l i ty  
Tor work for  each completed week of unemploymento A person who i s  ill 
or unavailable f o r  work i s  not  currently attached t o  the  labol: force. 
The requirement t h a t  such attachment must exist is  necessary t o  carry 
dut the function of the unemployment insurance program to  provide carh 
paymenba t o  individuals who have been working and currently lack the 
opportunity t o  work. Then an individual i s  physically o r  men- 
incapacitated f o r  work, he i s  deemed unable t o  work. When he cannot 
accept work because of personal o r  other c ircuqtances o r  prefers not 
to work, he is  deemed unavailable f o r  work. Under these circumrrtaaces, 
benefi ts  a re  not payable because the cause of unemployment i e  not lack 
of sui table  work. 

The avzdlabflity provfsion i s  w r i t t e r n  i n  broad t e r m s  because it must be 
applied under changing labor market conditions and %o irpdividud. claimant8 
seeking work under varied circumrstmces, including nwiatfonnrpr in  the types 
of work which they a ie  capable of performing, !The requbrment i s  fn t a m s  
of ava t lab i l i ty  for  h i t a b l e  woric a s  the tern i s  defined in section 4(c) .  
The purpoee of the Act would bd defeated i f  the laws required an Wsnw 
ployed worker -bo be available f o r  any work regardleas of hies fitness or 

a v d l a b i l i t y  provision, the a %O U~D@ B U C ~  

special  t e s t s  of ava i lab i l i ty  a s  are  deem 
OF Wer a p e d a l  circumstances. It 

n t  expend seasonable e f fo r t  s 
and ~ e c s g n i t i o n  of the possible f u t i l i t y  of such ef for t s  

under other conditions. The inclusion sf a specif ic  @actively aeeklng 
work" t e s t  i s  not recammended because d find: i t s e l f  under 
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t , ; ~necttsrjity of impoaing the requirement when its fulf i lment i8 c u r  
wq, ,y geertureBdsmoralir;fig t o  the claimant and a nuisance t o  emplayere. 
While workera should be active candidates fur Jobs a8 a condition f o r  
recedving bemefife, ttle t e a t  should be realist ic ,  Wing in to  consider-
ation such factors as businesa conditions, the hir ing rnethoda of the 
Industry in which  the claimant Is h e k i n g  work, and his individual 
circumstmcee, SFmLLarly, other sy~ecnfies t a t u t o r y  reskict ions ,  such 
ae those which  l M t  the 'type of work for which a chinaant must hold 
himself avatlabla %or the local i ty  in 1~hic.hhe uiust b e  will ing to  accept 
wark, we not recornended because they w o d d  hamper adninistration and 
sometimes produce uin%ended and undeuwed reau3tne 

(2) Voluntarily leavln~du2tableworka--%ction 4(b)(2) axckudesl from 
inaursnce protectifon 6 e  unemployment that f mediately follows voluntaPy 
separation"fram mitable work- un3.e~s "good cause" a i sbs for the aepar& 
t;lonr After (P pw.bde  the continued unemploymenf, 09 a claimant who is 
able to work and ovze;kL&Le POP work he attributable to economic faatmr 
sather than to Ma v o ~ ~ ~ l y1ead.n~worke Such aubs~squentm a n p l o p  
merat is therefore an insured riels3 see diacusafon of i&% period of 
diequU.fiation belapro 




Rabaasal. of auitabl1d ~eark,~--%ac~1- t i  provi8isn of diaqualtflm-%.ronfor a-.--
,T I S ~saftar refusiag su.i%ablework r a i n f ~ r c mItha provls%srr,ow inwavaila-

b:Pity Pos To d u a t i f y  t h s  comdse3 eraerga f%rwJlng o f  diaqiixaliflea-
$ion, the w.iuzk s*efo.bsd met. be mj.&ab%bas de$fhaed in a e @ % i mA ( @ )  and 
%he mfwal s i s t  be witA~oaLgo@ wuee,  k4oreovw, ths p~ag'sepha~hould 
be I M h d  f u  apylk@ai;$ou, aa 1% i a  hn 2 0 8 %  8 ' b a s ,  ts ;-afuea1~of work 
by f n d t x i d d g  i n  cAabanb ~ea%us ,  

aww, 4 2  an i z d % ~ l d u s laaho is not a a X s h w t  rsgis tsm 
$Ice ha my i%nd la ter  %ktM e  ae l icm %I ~ P C U I B % ~ $  

Is or i n  refusing a rs f~ma1h w  tho  6 . f P a t  QP QM-
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graph sha l l  riot app l  e m  he IlX@d 
ok ar%&.%* 



he,period of dirpqualification f o r  these three caurea i s  s ta ted  i n  
t e r i ~of a period of continuous unemployment; t h e  waeka of diequalifi-
cat ion atart ,  with t h e  week in which the  clai.nwrt quit work voluntari ly,  
was diecharged for misconduct, or r e f u a e d  suitable work, and continue 
f o r  t h e  four conae~ut iveweeks of u n e m p l u y r n s n t  which immediately falluw. 
Thig proviaion meane t h a t  the  dibqual i f ica t ion fill not  apply t o  wem-
p l o p o n t  occurring long a f t e r  the  ac t  which brought about the cleimentf; 

/ 

disqualification, when h i e  continued unemployment i s  due to economic 
cauesrj, o r  when, after resmploymmt, ha has anc>ther period of unemploy-
ment because of lack of work, W . n g  t h e  per iwl  o f  disqua l i f i ca t ion  to 
t h e  babe of the  claimant's a c t  is recrimnendgd because i t  simplifies 
e l d m  deterdnat ic~na;t h e  agency ia required t o  l w k  only t o  the, cauae 
r,f t h e  current separation or suspension orh ref uaal  of work offerer. 

Umtt ing the d i s q u L i f i c a t i o n  to a period of" c.mntinuous unemployment 
immediately following the act meane t h a t  t h e  perlsd of disqualification 
tmminates f o r  any claimant w h o  ob ta ins  b n a  f i d e  work before the end 
of the specified period. If the worker's new omplopant t e d n a t e a  fo r  
reasons beyond his control  before t h e  end of the o r i g i n a l  period of his 
disqtwlif ication,  he m a y  receive beriefits during t h e  new period of 
unemployment. 


l'he length of any period of d i s q u a l i f l  cat,ica atiould be reasonably 
l imi ted t o  the  period during which t h e  unemploymenL originating from the 
claimant's ann act ion continues t o  be due t o  that action. It should be 
fixed by s t a t u t e  i n  accordance w i t h  the  average length of time ord ina r i l y  
required for  an employable worker t o  f i n d  su i tab le  work i n  a nor& labm 
market. A period of four weeks is suggested as an appropriate period for 
d i squa l i f i ca t ion  due t o  voluntary leaving, &scbrge  for  Pdsconduct,and 
refusal of su i tab le  worko If the  maximum period differs for each of 
these causes, there can be no assurance that the insurance protection 
@&in workers w i l l  be equitable, For exanrple, it i a  frequently difficult 
to determine whether a given separation i s  a q u i t  o r  a discharge. If a 
more prolonged period of d i s q u a l f f i c a t i o n  i s  imposed f o r  a d i s c h a r g ~ ,  
the worker w i l l  normally b r y  ta prove t h a t  h e  l e f t  hlls job of his am 
voli t ion.  The employer, in turn ,  may maintain t h a t  t h e  separation na8 
due to a discharge for misconducto The task of the agencg i s  s impl i f ied 
and equity ka achieved i n  such cases, if such conf l ic t ing pressurea on 
the agency are r e m o d  by provfsion f o r  uniform period8 of di~lqualifS-
cation for  the taro aausss* Similarly,  t h e  s i tua t ions  which lead t o  a 
voPun4xry separation and a refusal of su i tab le  work are fk.equent& 
idmtiw3.3 accordingly, the p e r i d  of d i squa l i f i ca t ion  f o r  t h e m  
~ W a e sshould b~ the tWtie. 

Variable p e r i d 8  of d i squa l i f i ca t ion  for any one of them three  cauesa 
are not recomended, because they are d i f f i c u l t  t a  apply Wforml$ 
aroughaut the State and because they tend t o  assume the character of 
penal tie^, %om Stcrtee have f a i l e d  t o  use t h e  flexibility wh?lch 
variable provisioner p e d t  and have tended to s e t  the period of &s-
q u a l i f l c a t i ~ nat  the maxilanun o r  near the midpoint of %he r a g e  provided 
in the law. reover, in doubtful o r  borderline ca8r38, there xnay be 



Commentary - Section 4(b) 

thk t a p t a t i o n  t o  impose a t  l e a s t  the minimum periodj to make cer tain 
th,~P,no claimant receivea unjustified benefits. IiZat periods of dho-
qwi l i f i ca t ion  a re  more con8isl;ent than var iable  period8 with the function 
of t he  cmdi t iona  f o r  t h e  r e c e i p t  of benefits--to de l inea te  the  r i a k  
ineured. They represent a prac"tccl1 deciaion a s  t o  the  point t a t  which 
cmtinucsd unanploymen$, i n  the  abeenee of f ac t s  to the contrary, Pe 
conrjidered involuntary. Fixed periods of disqutklificatfon enlvure the 
uniform treatment of all disqual i f ied  cL%irnants throughout the Jwi sd i c -
t ion  and el iminate one i saue  which must be deuided by t h e  agency or the 
appeal body. Once it i a  es t abh i~hedt h a t  the  reason f o r  %he separation 
or refueal .  of work i s  a diequalifg.ing one, the length of the period of 
dierqualification i s  a u t o m t i c a l l y  determined. 

No provision f o r  cancel la t ion of benafi t  PI=,--Provisions for reducing 
benef i t  r i gh t s  as if the> hrad been paid during a period of dfequa9iiiccn-
tfon o r  cancell ing benef i t  c r ed i t s  earned with t h e  eeparating wployex 
or a i t h  all employers p r io r  to a voluntary q u i t  or a discharge for  m i s -
conduct may r e s u l t  in a den ia l  of benef i ts  f o r  extremely long periods, 
exteridink'in some case$ to the end of a benef i t  year or even longer, 
Such hweh r s e u l t s  seem contrary t o  the  purposes of the grogreria as 
axpresbsed i n  the DeclarakLon of S t a t e  Public Policy In the  preenna$le t o  
the Act. 

Some State l eg i s l a tu r e s  have adopted proviaiona of t h i a  type to pro tec t  
the experience-rating accounts of employera from charges fo r  benefits 
pirid workers who l e f t  jobs f o r  good personal cause o r  who contlnuad 
unemployed a f t e r  a period of d iequal i f ica t ion imposed for  r61m 
q u i t t i n g  or discharge fo r  IBisoonduct. Since omission o f  charges for 
benef i ts  i n  such circumsbncea has been found consis tent  with pro-
visions of ~ e o t i o n  1602(8)(1) and (3)  of t he  Federal Unemploymm% 'hx 
Act, auch r e s t r i c t i v e  disqual i f ica t ion provisions are not  neceaswxy $0 

prevent the  charging of benerlta when charging benefi te to a apecff ie  
employ@r does not appear reasonabh under the 'theory of employer reaepoaa-
e i b i l i t y  for m i ~ f i q k d u a l ~ sunemploymei~t. 

, A 8  an aJ.tsrnative 60 euck r e s t r i  
may wish t o  consider .We suggest 
i n  section 3521 
issmd 'in Unernp 
1944) and f n, Un 
P915),. %eae documenla point, aut t h a t  sections I602(er)(l) and (3) OR 

rnal Revenue Code do nsf require t h a t  a l l  benefi t8 be char 
of employere 1 expwience provided t h a t  the benef I t s  which 
aapeme a reasonable mfsaaurls of t h e i r  experience, %a bh~ti@ 
epasotlplb~enasa i n  the m@asumment of each BPnployes 

in r e l a t i on  to other employers and Lo the purposes of a p  
in ing the  circumetances under whioh there would 

of emplayem' accounts, it i s  impsrtm"co consider the potential quanti-
tat ive e f f e c t  of such amfssiona upon employerst contribution satea, La 
the enel that, the  cnbllity of the  State's unemployment f w d  to Einmce f i g s  
payment sf"benef i t& aver a reaaaneble period of time w i l l  not, be impaired, 
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commentary - Section 4(b)(5) 

( 5 )  Benefits under other employment secur i ty  laws,--Section 4(b) (5) 
prevents an insured worker from drawing unemployment benefita under more 
than one employment secur i ty  law with respect  t o  the same week of unem-
ployment. However, i f  he i e  denied benefita under one law, the  l imita- 
t ion under the second law is withdrawn. This language eliminates over-
lapping between various State  and Federal employment secur i ty  programs. 

No d i squa l i f i ca t ion  f o r  rece ip t  of benef i ts  under other eocial  insurance 
systems.--No proviaion i s  recommended f o r  disqualifying claimants o r  f o r  
reducing unemployment benef i ts  by reason of rece ip t  of benefita under 
other soc ia l  insurance programs, aueh a s  old-age 3.nsuranoe under t i t l e  
X I  of the Social Security Act o r  workmen's compensation. In  general, 
the character of the r i s k s  insured and the requirements f o r  p a p e n t  of 
313nefite uader the  various systems a r e  such as t o  e l i d n a t e  the payment 
of more than one type of benef' " f o r  a given period, but; there m y  be 
exceptions, 

Older workere who have withdrawn from the labor force  a r e  not avai lable  
f o r  work and hence are not e l i g i b l e  f o r  benefits. However, i f  an older 
worker who continues i n  the  labor  force  after n r e t i r s m n t *  loses  a Job, 
and i s  able t o  work and avai lable  fo r  work and s a t i s f i e s  a l l  the  other 
reqkrements of t he  l aw,  there  i s  no aound soc ia l  reaeon f o r  d-ng 
him any part  of Ma unemployment benef i ts  so le ly  because he i s  simul-
taneously e l i g i b l e  far o r  receiving old-age benefite, It ia'reconm~~nded 
t h a t  income From employer annui t ies  and benef i ts  under t i t l e  I1 a d  
similar Wderal a c t s  be ignored i n  determining benefita. 

Vorkers receiving norkmen'8 compensation fo r  tamporary t o t a l  d i s a b i l i t y  
a r e  generally not e l i g i b l e  f o r  unemployment benef i ts  because they are 
not able  t o  work* Workmen's compensation f o r  p a r t i a l  d i s a b i l i t p  i s  
intended t o  conrpeneate impairment of earning pmer according t o  t he  
degree of loea i n  "he worker's earning capacity p r io r  to an accident. 
If an insured worker who i s  receiving such an award become8 unemployed 
and loses  such wages a s  he has been able  t o  earn i n  s p i t e  of his disa-
b i l i t y ,  the loas  of such wages due t o  Inab i l i t y  t o  obtain work reprererrtr 
an addit ional contirgency f o r  which he should be compensated. 

(6) Labor d$r?lputea,--Thia provision of d i squa l i f i ca t ion  f o r  unmplopsenPI 
due t o  a stoppage of work because of a labor dlapute is  s o  drPrtbd 811 to 
confine its operation t o  the  workers who are a c t b l l y  concerned i n  the 
dispute,  and tx protect  other workers from l o s s  of benef i ts  due t o  o 
a t r t k e  that a f f ec t s  t h e i r  work indirect ly ,  It does not apply f o r  q 
week unlase aU of the folPaning conditions obtain during #e weeko 
(1) a stoppage of work wci~tsst the prmiaee a t  which the individual 
is  o r  w m  l a a t  employed; (2) the  atoppage i a  due t o  a labor  diaputc, at  
such premlepelsj (3) the indivldual le  unemplagment i s  due to  the  ~tepgegej 
and (4) the individual  is not relieved of ditq"uifiaati,orr under, t h e  
weecape cliaueea dilrcweed bslcnr. Consideration haa been given %o an 
al'brnat;i.oa provieiotp sf ineligibility f o r  unemployment due t o  a *labor 
diapute in active progress@ rather than to a *stoppage of work wMoh irs 



due !to a  labor  dispute ."  Whether a stoppage of work exis Ls can be de t e r -
dried by ob jec t ive  s tandards.  The nd i spu te  i n  a c t i v e  progressn prevision 
is n o t  recommended because it i s  d i f f i c u l t  o f , p r e c i s e  de t e ru ina t ion ,  

The so-ca l led  "escape c l ausesn  p r o t e c t  worker: who a r e  employed i n  the 
es tab l i shment  i n  which t h e  d i spu te  occurs  but  lare n a t  tak ing  p a r t  i n  the 
d i spu te  and a r e  not  d i r e c t l y  i n t e r e s t e d  i n  it, and they  do not  belong 
t o  a grade o r  c l a s s  o f  workers which i s  p a r t i c i p a t i n g  i n  o r  i n t e r e s t e d  
i n  t h e  d ispute .  A provis ion  which would r e s u l t  i n  d i squa l i fy ing  ind i -  
v i d u a l s  who a r e  f inanc ing  a  l abo r  d i spu te  i s  not recommended s i n c e  it 
may ope ra t e  t o  deny b e n e f i t s  t o  i nd iv idua l s  whose only  concern w i th  t h e  
d i spu te  is t h e i r  payment o f  dues t o  t he  un ion  t h a t  i s  conducting t h e  
s t r i k e .  

(7 )  Administrat ive d i s q u ? . l i f i c a t i o r ~  for  f'raudulent misrepresentation.--
No provis ion  f o r  admin i s t r a t i ve  d i s q u a l i f i c a t i o n  f o r  f raudulent  mis-
r e p r e s e n t a t i o n  has been included i n  previous i s s u e s  of t h e  Kanual because 
t h e  provis ion  fo r  recovery  o r  recoupment i n  s e c t i o n  5 ( j )  and the provis ion  
for  f i n e  and imprisonment i n  t h e  penal ty  s e c t i o n  4 were deemed to be 
adequate  to d e a l  w i th  t h e  problem o f  fraud, Experience has i nd i ca t ed ,  
however, t h a t  t h e s e  provis ions  a r e  not  always adequate because of t he  
d i f f i c u l t y  of ob ta in ing  prosecut ion  under sec t ior ,  4, p a r t i c u l a r l y  i n  
c a s e s  i n  Mich  no b e n e f i t s  were paid o r  i n  which t h e  amount of b e n e f i t s  
f r audu len t ly  obta ined  was neg l ig ib l e .  An admin i s t r a t i ve  d i s q u a l i f i c a -  
t i o n  f o r  fraud is  t h e r e f o r e  recommended where c r imina l  a c t i o n  under 
s e c t i o n  l.4 i s  'bemed inadvisable .  However, a S t a t e  which does not  wfsh 
t o  i nc lude  an admin i s t r a t i ve  d i s q u a l i f i c a t i o n  f o r  fraud should omi t  
(1)s e c t i o n  4 (b ) (7 )  i n  i t s  e n t i r e t y  and ( 2 )  t he  words "or (7) "  from 
s e c t i o n  6(f ). 
A p rov i s ion  f o r  a n  admin i s t r a t i ve  d i s q u a l i f i c a t i o n  f o r  f raud  8 h o ~ a d  
b e  draf ted ,  and a p p l i e d  wi th  g r e a t  care .  No person shou:.d be  disqualified 
from r e c e i v i n g  b e n e f i t s  under such a  provis ion  un le s s  t h e r e  i s  c lear -cu t  
evidence t h a t  he has knowingly made a  f a l s e  statement o r  r e p r e s e n t a t i o n  
of a m a t e r i a l  f a c t  o r  has  knowingly f a i l e d  t o  d i s c l o s e  a  ma te r i a l  f a c t  
w i t h  t h e  i n t e n t  t o  defraud,  Every word i n  the provis ion  i n  t h e  t e x t  i a  
important ,  There must be evidence o f  i n t e n t i o n  t o  defraud,  t h e  act must 
be wi l f ' u l  and knowin&, and must involve ma te r i a l  facts before  a determineb-
$ion of fraudulent misrepresenta t ion  oP non-disclosure can be made. In  
mder t o  provide adequate  p r o t e c t i o n  of c la imant ' s  r i g h t s ,  a pirovitiAon 
i d  inc luded  i n  slection 6 ( f )  t o  permit clainlants t o  appea l  a referee 
d e t e r d n a t i o n  that f raud  has been committed t o  t h e  board of review ae 
a matter of  right. 

If,a h m l d  be noted a l s o  t h a t  it i a  n o t  necessary for a rrla9msen9; t o  have 
rece iv%d any benefit8 under f&auduhnt  condi t ions  to be ciisqualifi~d 
far fraud. If t h e  commissioner find$ t h a t  a claimant  intended b 
benefit6 through f r audu len t  mean8, t h e  d i s q u a l i f i c a t i o n  is applicrab 
wkdhes ar no t  any payments were made as a r e s u l t  of t he  Fraulb. 



asre are s ev~ra lcM%weneea between a dl i squdi f ica t lon  f o r  f paudden t  
misrepresentation and the disqual i f icaUons diaoussed on pagcb C - 56-
'65. 2Jhe prinefpsPP difference ia i n  the philosophy on which  the dis-
qua l i f i ca t ions  are baaed, Other differsnoes ,  i n  the nature of t he  
disqualfffcatd.onrrs, Ithe ~ l t a r t i n g  date  of fhe d i q ~ i f i o a f i o nperiod, 
and the  length of t h e  period estm from the di f fewnae  in pMlosop )~ .  
The df raquarlifi cat1 o m  f o r  voluntary leaving, diecharge for  arrircomduat, 
and refusal  of' suitable lrprk a re  designed t o  prevent payment of bens- 
f i t s  f o r  unempf oyment which i s  not inaured (eee commentary on sect ion 
4 ( b ) ,  page C - 564, rlh%aa dfaqual i f ica t lone a re  not  penalties, bu t  
am daefgpled t o  lid%the payment of benef i t s  to the  involuntary 
unemployment of chalrnamts who are a h  t o  work, avai lable  f o r  work, 
(ULC1 wil l ing  t o  work. Consequently, these diequallfiomtione, which 
take the, form aI  a poatpon@msmt of benefl ta fsr a artated number of 
weeks, begin w i t h  t h ~Qats ~f the diaquallifying ac t  md a m  removed 
when it tiay be omaidered tho% oontbu ing  u n e m p l o ~ s n t  i a  no longer 
due t o  that act. 

A diaqualificatd.on f o r  fraud, however, i e  n o t  oonneated wit21 the  
peaeoa for  weomployment and i 8 ,  i n  e f f ec t ,  a puniahmnt f o r  wrong- 
doing, Becaurre tharm are mri.0~8degrees of fraudulent  rpiamprs-
aentectfon t,%a, penalty suggested ie of variable duration8 ao that t he  
eevsrity of the peneiltg may be varied i n  aaeoPdance w i t h  the aevgriQgP 
of t,he d f e n s e ,  Though o f l a t  d iequa l i f i aa t ioa  parfoci ilol reco 
for the orolinaxy causes of diequal i f ica t ion,  the same p f l o d  ia not  
slgproprirnte for 6; a l ~ m n t w h oknowingly falls to diaoloeet a few 
dol la r8  of.earPnfnge i n  one, week m d  one who connivgr t o  draw id% 
b a a f i t s  for  a b m e f i t  year while employed. Although the length o f  
the perf& i r  not Indicated in the text, it is auggeatatd that tihe 
period bas in tern8 o t  no t  more than a stated P ~ C U ~ ~ ~ U I P  of w$eh,P I ~ Q ) P  
Conaellr~Limof wage credlktu i n  not  recommended (see ]Birge C - 60). 



m e  t e x t  a l so  l i m i t s  the  time within which the  d i squa l i f i ca t ion  may be 
appXied t o  two years  (24 months) a f t e r  the  week i n  which the fraudu- 
l e n t  a c t  wae c o d t b d .  Such l imi ta t ion  i s  necessary because a longer 
period would put a claimant i n  a doubtful case a t  a very great  dis-
advantage i n  obtaining evidence and rritneases to the f a c t s  involved 
i n  proving t h a t  he had not committed a fraud upon the unemployment 
insurance syetem, Moreover, i t  i s  not p rac t ica l  f o r  administrat ive 
reasons ' to  go back t o  the  records af  t he  pa s t  f o r  more than two yeare, 

( c )  Suitable work criteria.--The term "suitable work" ' i o  used i n  
paragraphs (11, (21, and ( 4 )  of sect ion 4 ( b )  t o  make the provisions 
concerning a v a i l a b i l i t y  f o r  work, voluntaril$ leaving work and refusal  
of work consis tent  i n  terms of, aui table  work. Section 4 ( c j  explains 
what const i tu tee  au i tab le  work. 

Paragraph (1)  l i s ts  the  etandards required by section 1603(a)(5) of 
the Federal Unemployment Tax Act. me otandards a r e  designed t o  
protect  a claimant from a denial  of benefits f o r  refusing t o  accept 
new work ( A )  i f  the posi t ion offered is vacant due d i r e c t l y  to a 
s t r i k e ,  lockout, or  o ther  labor dispute;  (B)  i f  the wages, hours, or  
other conditiona of the  work offered a r e  subs tan t ia l ly  l e s s  favorable 
t o  t he  individual  than those prevail ing f o r  s imi la r  work i n  t h e  
l o c a l i t y j  and (c)  i f ,  a s  a condition of being employed, t h e  individual  
would he required t o  jo in  a company union o r  t o  reaign from o r  r e f r a i n  
from joining any bona f i d e  labor  prganization. 

Paiagraph (2)  l is ts  addi t ional  c r i t e r i a  to be considered i n  any deter-
mination whether work i a  aui table  fo r  any individual, It includes 
the degree of r i s k  t o  t he  c l a i m t l s  health, safe ty ,  and morals; his 
phyeical fitness f o r  the  mrkj his p r i o r  t ra ining and experience; his 
pr io r  earnings3 the  length of h i s  unamploymentl h i s  prospects f o r  
obtaining work a t  h i s  highest  a k i l l ;  h i a  prospects fo r  obtaining locral 
work; and the  distance of avai lable  work.from hia  residence. h e  
nature  of the c r i t e r i a  i s  a recognition of the f a c t  t h a t  su i tab le  
work has meaning only i n  r e l a t i on  t o  a pa r t i cu l a r  individual  ernd a 
par t i cu la r  ,job* Work which may be su i tab le  f o r  claimant A be  
u t W l y  unauited to B t s  s k i l l  o r  circumsWces. 

No specia l  e l i g i b i l i t y  provisions f o r  specia l  group8 of uo~kerar.--
Legislat ive enactment;a holding students unavailable f o r  work, or  
pregnant women qnable t o  work, or women who leave work t o  marry 
i ne l i g ib l e  f o r  b e n d i t s ,  or  cancell ing the benef i t  r igh t s  of auok 
claimante a r e  generally unnecessary, These circumatancea oan olE be 
d e a l t  with equitably by admfnia t r a t i v e  determinations under the 
general d i squa l i f i ca t ion  provisions, taking i n t o  account the faote 
i n  each case. Such speoicnl pet.od.&ons lump togethar trll Prdivfduals 
8imilarI.y circumaatsnccad in one mspect  anb fa i l  t o  moo 



Connnmtar'y - Section 4 

a l l  of them are unaoaOlable ar outside the  intended scope of the pro-
g r a *  Moreover, these provisions limit the agen'cy i n  i t s  administration 
of the law. If a claimant technically f a l l s  within the scope of suoh 
aep rov idon ,  the  sanctions must be applied regardless  of other f a c t s  
t 6  the contrary. Yet the  provisions do not eliminate the individual  
consideration of the circumatan~es of these claimants by the  l o c a l  
o f f ice  pereonnel t o  determine whether t he  specia l  provisions a r e  
applicable. 4 Sta te  i s  generally i n  a b e t t e r  posi t ion t o  handle 
equitably the question6 of a v a i l a b i l i t y  i f  it r e l i e s  upon t h e  general. 
t e s t a  sf e l i g i b i l i t y ,  implemented by guiding pr inciples  isaued to  the 
agency personnel who make the avd i l ab i l i t y  determinationa, 

Prelsumptiona concerning a b i l i t y  UP pregnantwomen t o  work,--If a S t a t e  
?eels compelled to imzlu.de a provision on e l i g i b i l i t y  of pregnant 
women, mch a provision should be draf ted i n  t e rns  of a rebuttable 
prgeumption of unava i lab i l i ty  during a s t a t ed  period. It could specify 
t h a t  a woman would be cansliderad unable t o  work f o r  a specified period, 
such aa from four weeke before the ant ic ipated da te  of ch i ldb i r th  to 
four weeks a f t e r  chi ldbir th ,  unless i t  i s  s h m  t h a t  she i e  able t o  
work during such period; f o r  example, by a doctor ' s  c e r t i f i c a t e  or by 
her record of work during previous pregnancies. Under such a provision 
durlng the period specified,  the burden of proof of a v a i l a b i l i t y  would 
be p l o c d  upon the roman a l a b i n g  benefits.  Before and a f t e r  t h i s  
period, the agency would continue t o  determine a b i l i t y  t o  work under 
the normal provision, judging each claimant upon the pa r t i cu l a r  f a c t s  
presented. Zhe p e r i d  during uhich a pregnant woman who c l a i m  
b a r e b i b  is  reaponsibls f o r  proving he r  a b i l i t y  t o  work ehould be s e t  
i n  r e l a t i on  to the Sta t e  labor lawe or  regulation8 dealing with $he 
e~lploymmtof pregnant w w n .  





kf bene f i t s  a r e  t o  Berm t he  purpose f o r  which they a r e  intended, they 
a'hould be paid cment;kg. during the period of the  w o r k e r 8 ~  unemployment 
ahsn he needs them meet kfs l i v ing  expepses. To encourage plDompt 
p q m n t ,  t i t l e  I11 of the  Soclal  Security hct  includes, a8 one of t he  
e ~ n d i t i o n a  f o r  administrat ive p a n t s ,  a requirement that the  S t a t e  law 
make provision f o r  &ch nethods of admlnlsi;ration aa are reasonably 
eCLc\ilated t o  inswe fd .1  payment of benef i ts  when due, This require-
r : - , ~ t  includes not only t h e  prompt payment of benef i ts  but  a l s o  the 
--mpt desterdnation t h a t  Mnefits are due o r  are not due. 

:..+,inn 5 ie intended t o  provide a s ta tu tory  baeis  f o r  the  procedures 
~ ; ,m t i a lto prompt and accurate determination8 and payments. It 

includeis (1) pmvis ior~relating to  benefi,t payments, detsrminatlones, 
4etwmim%meEoner,bdl not ices  which, f o r  t h e  most par t ,  were formerly 

rw~.u$ineciwith a p p e a s  i n  eec t io r~  6, e n t i t l e d  C l a i m s  f o r  Eanefi ts  and 
(2) t he  proviaions of the former aection 15  which r e l a t e  t o  the wtdverr 
and arssigmmt of r i g h t s  t o  benefi ts .  While the language on determi-
n a t i o n ~and not ice  of deterrninsrtione d i f f e r s  quite markedly from t h e  
language of earlier legislative manuals, the  changes are denigned mainly 
to provide the baeie f o r  procedures, now i n  general uee i n  prscesefrag 
bene f i t  paya~entou,which have been developed by the Statea,P;o f a c i l i t a t e  
deterndnationrs and peymenla. 

(a) PRgayment ofbbeneflta .--Section 5(a) provide8 tha t  benef i tq  dull b@ 
paid ough pu l i ~ o ; ~ ~ n e n t  o f f ices ,  i n  accordance with regulatllona 
prescribed by the camiesion&r. Payment "through public employment 
officeen does not  mean ebctual diebursement in employment offices but,  
r a ther ,  t h a t  clalmantu will have some contact with employment o f f i c e 8  
before en benef i t  i s  p a d ,  Payment of  benef i ts  through such off ice8 
br ings  ~ ~ l o y e d  worker8 to a cen t ra l  point  where IdomPliorn en mpPsy-
men% opportunit ies i s  available and the pos s ib i l i t y  of f inding new Jobs 
i s  enhcssc9, Ila addit ion,  such of f ices  a re  in a posi t ion to gtapply 
information about the d . a i m Q a '  ava i l ab i l i t y ,  e k i l l a ,  and pmapecter for 

be needed in the  benef i t  determination. The &vantage8 
of papen t  t$r t of f icee  are  recognized in the Federal aotr 
by the  n'equ3.m nt through public employment off ice& in 

id Security Act and ssotlon 1603(a)(l) of 
the  Federal I%lqloyme~natTax Aot. 



Commentary - Section 5(b) 

(b) Infbrmatfon to workers on benef i t  rights.--It i s  fuportant  t h a t  
w o r k e ~ ' ~ eproperly informed of the procedures fo? sa tebl ishing r i g h t s  
t o  benef l ts  so  t h a t  they a r e  not deprived of benefitti through Id.8.1 
inf'ormation o r  laak of knuwledge. Ihe most effective method by which 
the  agency aan inform workem of t h e i r  r i gh t s  under the  law i s  t o  send 
material  t o  them through t h e i r  employers. Section 5(b)  d i r e c t s  t h e  
commissioner t o  supply employers, wiGhout cost ,  with printed information 
on the  regulat ions  which govern bene~ ' i t  righ$ar and other f a c t s  on ths 
adminielration of the Act, The employer i s  di rected t o  post  and maintain 
the  statements i n  places read i ly  accessible t o  hia  workers and t o  supply 
the workers with copies. 

(c)  Notice by employing unit.--An employing unit has knowledge concerning 
a worker's separation from work or other f a c t s  which are per t inent  to t h e  
agency s determination of N s  eligib i l l t y  f o r  waiting-wesk credit  or 
benefi ts .  Section 5(c) d i r e c t s  employing units having knowledge of such 
f a c t s  to n o t i m  the commissioner i n  accordance w i t h  Me regulations,  
The Bureau recommends regulations which require  employers t o  furnish 
separation in fomat ion  about a cl&miint only upon request by t he  agency 
a f t e r  the r ece ip t  of the  claimantfe b tot ice of unemployment, 

(d) Determinations.--The making of determinations i s  c ruc ia l  t o  prompt 
payment. Hawever, making determinations prompUy i s  not a simple mttar 
because the  conditions Prhich must be exadned- in maldng the da&rminatlcm 
of e l i g i b i l i t y  f o r  benef i t s  are numerous and aom of the  nsceasary facts 
cannot be known u n t i l  the claimant has ce r t i f i ed  t o  a co~~@eteweek of 
unemployment. I n  the  i n t e r e s t  of speeding up detenrrimtiona, State3 
agencies have developed procedures under which determinations are  made 
as t h e  f ac t8  r e l a t i n g  to  any condition prerequis i te  t o  e l i g i b i l i t y  become 
avai lable ,  The determination procedure prodded i n  this aection epecifi- 
cally aets  fo r th  these  step-by-step determinations and c l a r i f i e s  Lbs 
d e t e m b a t i o n  process f o r  agency personnel, the public,  and the C O W ~ B ~  

The near t e r m  Wumred statue" i s  used i n  deacribfng t h a t  step i n  tihe 
d e t e  t i on  process which is usually referred t o  as the  monetary 
d e t e  t ione The term "notice of unemploymentw is used to dersraribe 
the form which an, unemployed worker film when he becomes uemplo$ee2 bu% 
before ha oan c e r t i  Lo a week of unemployment, No final, detapndamtiosa 
that, s c1aimnL ie gible, i s  made \mtllLahe her8 met raU. el$gibiS$w 



established. Izn the  case of an employed worker who has filed a 
- ~ ~ b 3 st for detetruination o f  insured ertatua, a b h e f i t  year mag be 

ebt,aui,&ed: w h i l e  he i a  n o t  unemployed. As indicated in the commente 
on the f i r s t  definf t i o n  o f  ian i rdfddual  benefit year (page C - 3), 
r,nerg a r e  tzdrninistrative advantages i n  having the benef i t  year begin 

h~ ~ a tfinding that a worker i s  an insured worker. Xn recognition of 
these advantages, section $(d)  (1) direct8 the  agency t o  make the deter-
dmation a t  the  Lime a worker requests it (whether o r  not he ieu unem-
ployed):or upon the f i l i n g  of a notice of h i8  unemployment, if no 
. .rat,ed-m.tion of fnmred sPatua has been made for a current benefit 
"wqr, ,!'or a worker wfio Z s faund to be inerured, the determination is  

',*.a1 "CY" the benefit year uiLetes i t  fe modfffed upon reconeideration 
anpeel. 

l.:,:sis of &e f i c t r  er ia t ing  i t  the ttma that he f i l e s  his notice of ma-= 
plopment, whether his wemplopnent is of a Qpe for whiah beneflts are 
payable under the law. Paragraph (2) specfffea that at the time that 
an insured worker f i l e8  a nokicts of uneqloyment, the agency ahall make 
a detePlaination whether he f a  ditqualfffed for any of  the reasons speci-
f i e3  in sectioa 4(b )  except thoee relating t o  a b i l i t y  to work and avails-
biliPJr for work. If he ier disqualified, no flu-ther determlmtdon need be 
made until the period of disquallfioation has run, If he ie not dfaqurll-
f i s d ,  h i e  e l i g i b i l i t y  for oqy future weeke of unqlcrpreent w i l l  depend on 
the f a c b  which develop i n  each of  thotse weeks. 

(3) C w e n t  det.tenxl.naUon s. --Paragraph (3) provldes such ourrent deter-
minat3om ae m a y  be necessary becabere new facte arise and the agenoy 



Commetmbry - Section 5(e) 

Written notice of detemination.--Noticela of determinations play o(e) -
large art fLn vrotect ing a claimtint's r ights.  Unleaa he knows what, hi8 
&&tam a r e  and unless he ha8 knowledge of an adverse determination in 
time to appeal, he has not been given an opportunity f a r  a f a i r  howinga 
Seqtion 5(e) specif ies  the notices which tshould be sent to employing m i t e  
and t o  workere i n  specif ic  aircumatancee. 

(1) gotice of inaured statu8.--Paragraph (1)provides t ha t  a notice of 
determination of Fnaured sta6us ahal l  be furnished to a11 claimants 
proraptly. 'Phs notice s t a t e s  whether t h e  worker 5.8 insured, the mount 
of wages paid him by each baee-period employerb and the namga of the 
anployere. For the inaured worker, the notice includes 8180 hie weekly 
benefit amount, h i s  augmented bonefi t mom%f f he has dependento, his 
B l a s t m u m  annual benefits,  m d  hies benefit  year. I f  he ie not i n e w d ,  M e  
notice 8h0ad explain that, he does not have enough wage credits slaQlit 
should indicate when the worker nay request a detemfnation of fga& 
oPlatue on the basia of newly available wage credita, A l l  notices ~shou38 

i einclude o atatementi of the r i g h t  to appeal. Since the  d e ~ ~ t d o n  
pwew mone~ryand not  dependent upon fac ts  surbroundingthe aauee of U 
individual 's  unemploymenf, no no-bioe of inaured status need be oent t o  
the emp1oyer. 

(2) l o t i c e  t o  an ine l ig ib le  insured claimant,--Paragraph (2) reqd~@s 
the agency t o  noUfy any claimant who i r  found !.neliglbls for mitFtap 
week c red i t  or  bmefite. 'Ihe notice should give the massns for the 
detarrmtisration and its effective period and the clalmantrr right %a 
appeal irua the determinationr 

A deteminsrt9on of diequallficatian because of voluntarily 2emA. 
without good cause, diecharge for xnipconduct, o r  refuslal of sufbiae 

fo r  a period of continuous uneqloyment wecif ied i n  seotion 4, 
one notice of such disqual i f icat ion i a  given,the clAinar%t, A da 

auon of dimqualification because of i nab i l i t y  rrork o r  gmaovajll&il-
9s work can be made ~rieyf o r  aompleted reeks of unemployment, How-

ever, the ame fao ts  lDagr disqualify a claimant for SUCCBISPVOweek8 of 
l o p m t ;  f o r  example, er br&m leg  may make a claimant unable f e  

or a considerable period. Since the  pepfcd of diaua%ffiars%i 
f o r  a &&or dispute run8 a$ long as there fe a stoppage of wcmsk a$ 

i ehemt  where the  c l a b e n t  w m  %&at employed, no detrs 
ngth of auch disqual i f icat ion e m  be made ia advance, 
provldes t ha t  in dl auch oaeea, written notic@of d i s  

ehould be glven prcmptly for the first of such week$, 
on mqueet or  a t  four-wsek fn%emaPo,no Zong as the 
h orf@.naldeter&nat%on woe d e remain u n e b g d ,  



Comen%ary- Section 5(e)(3) 

k. ,3 not  gjubdttd such Iuforrmatfon before t h e  daterminat5.on i a  m e ,  there 
, a  lilo reason rhy it. a h o d d  b v s  the r i g h t  to  appeal. Obviowly, when it 
has submitt& potent-lallgr dierqualffl~inginformatLon, it should be notif ied 
06 the d e t e d n a e i o n  whettam it is I'OP or against the claimant, or if'the 
,l&mt i e  not an In8ured worker, the employing u n i t  should be notifiod 
of that fact, In case! benefits are allowed after an employiw unit  haa 
si iWtted potentially d i q u a l i f y f n g  Wormation, the claimant who othernee 
would  receive not lcs  of e l i g i b i l i t y  0d.y through payment o f  benefits  ehould 
P . Q C ~ . V ~ Pnot ice  sf the dehmnSnaeion allowing payments, a copy o f  which hae 
been eent $0 Eafs Paat enp1oyiu.g mite 

Chile of the chief purpossa sewed by eh4 
om a olaimant and Ms moat recent 

In most Pnstancea the only notice of  determi& 
& receives for any week sf Ms unegqploymenf 
h 5 ,  tl~eref'ore, %ncllubee a new proviaion 
eoneridered a determination and alao a 

t, &hat he Par e l ig lbls  to receive the payment. The 
us s~stablfekedas the beginning of the period afthin 

appaoP msy be requested. No c o p i e ~  of the 
ployera since checks a m  not ism& until Plfter 

a1 quep&p;iom relating t o  the sspamtion sf the wurker f r o m  h i a  lase 
eqloysr Berm been detemdmd. 

out the ror~aalit~
of the elppeal pm-
uld ramant mch o r~vPafola. !he 
fm addition t o  the eppgoX pramas, 

3.vIdua.3 to apply far a retoonl~id~4l;'atim 
r ight  t-o take ran apperPP fronn a mdeter-

ed in paraprrph (1) f s not 
i f  the applfcaQlon i r  Pil 

ihratton of deter-
praovbion which w s re fmed  t o  



Coci~neutarj- Sec t ion  5 (g) ( 1j 

an appea l  tribuna.L under t h e  pr~ovis lons  of s e c t i o n , 5 ( @ ) ( 4 j  a r e  handled 
by the  board of review. 

Urlder paragraph (2), t h e  conmissioner may recons ide r  a d e l m m i m t i o n  of 
i n su red  s t a t u s  a t  any time wi th in  a year  if he f i n d s  t h a t  Lhere has beera 
an e r r o r  i n  computation, i d e n t i t y ,  o r  t he  auount of wages c r e d i t e d  t o  
t h e  worker; t h a t  a d d i t i o n a l  wages have been d i s c o v e ~ e d ;  o r  t h a t  n o w  
d i s c l o s u r e  o r  mi s rep resen ta t ion  i s  involved. A year should g ive  
s u f f i c i e n t  time f o r  t h e  c o r r e c t i o n  of mistakes of t h e  u s u a l  type that 
my occur in connection wi th  t h e  deterridnation, 

'Jnder paragraph (31, however., the comrnlssioner has 2 years Lo recons ider ,  
on h i s  own motion, s deterudnat ion  o f  e l i g i b i l i t y  f o r  waiting-week c r e d i t  
o r  bene f i t s ,  which was  based on a f a i l w e  by $he clailnablt or Ria e~npPqrer 
t o  d i s c l o s e  a m a t e r i a l  f i c t  o r  On1 ~ s r e p r e s e n t b t . d o nby e i ' ther  one or both  
of thein, Folluvring such reconsideraLiolin t he  eomcnisoioner m y  i s s u e  a 
r&eterxnina'cion. I n  t h i s  irasbance the 2-year per iod i s  suggested ao t h a t  
t h e  agency w i l l  have time to  c o r r e c t  i t s  records .  

Paragraph (4) desc r ibes  t he  procedure t o  be follcrwed by t h e  c o m ~ i s s i o n e r  
when J u r i s d i c t i o n  of t h e  dc te rmina l ion  has passed from h i m ,  Menever  
he d iscovers  i n f o m t P o . n  which would provide t h e  basis f o r  reopening rn 
appealed de termina t ion ,  he i s  d i r e c t e d  t o  request t h e  body or cour t  
which rendered the  final d e c i s i o n  to i s s u e  a r ev i sed  dec i s ion ,  

Notifica.Gion of a rede"cxminatfon, as provided i n  paragraph ( 5 ) ,  must 
be given i n  t h e  same m i n e r  t h a t  w r i t t e n  n o t i c e  a f  a de termina t ion  18 
given, Since.a rede termina t ion  may cover some per iod  f o r  which benefit0 
have been paid,  it may inc lude  a f i n d i n g  t h c t  such b e n e f i t s  must be 
r epa id  t o  t h e  agency. I n  t hese  instances t h e  n o t i c e  to t h e  c la imant  
must i n d i c a t e  t h e  l i a b i l i t y  f o r  repayment as provided i n  s e c t i o n  5 ( ~ ) ( 2 ) ,  

Paragraph (6) on Eina l iky  ox a ~ a d e t e m i n a t i o nsf insured  a t a tua  par-
allels t h e  provis ions  of s e c t i o n  5 ( f  ), 

(h) Prompt payment sf claimss--Section ~ ( h ) ( l )provide8 f o r  prow% 
payment of bonef i ta ,  Because of the  provis ions  f o r  r econs ide ra t ion  and 
appeal. o f  deterrrninat%ons, t h e  q u e s t i o n  of Juab when a claimant should 
bu paid i s  n o t  a r%i lu lp l@ onee h agencyss ,dec i s ion  that a c l a i m n t  meets 
a l l  e l i g i b i l i t y  condi t ions  and should rece ive  b e n o f i b  a be reversed, 
Therefore, %hep r a c t i c a l  soPution is t o  pay imn~adiatelyljlp~t c 1 a i m  for 
weeks of unttqloymrmt; on which no ques t ion  of disqualification has been 
raised and t o  hold, u n t i l  t he  appeal p e r i d  has run, every claim for 
weeks en wUch a d i s q m ~ f f f c a t i o nhas been a l l eged  b u t  which Paas bsm 
allowed by the agency because it found gao d i s q u a l i f i c a t $ o a s  1.f ?Jaws 
¶.a no cpppeal, t h e  clwh cam be p i d  a t  the  c l o s e  o f  that  period, 

- If payments con a l l  c l a i m  f o r  eks of bene f i t a  filed by an $wcEvidua1 
were held up because a questi of poa s i b l a  dftiquali 
g i b i l i t y  has been rElined on s 
w i  t;lmout question would not  bs 
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kte  avoided when t h e  f i n a l  d e c i s i o n  on some claims has n o t  been made by 
tL \~ :ond of t h e  per iod  f o r  which t h e  claimant  woul'd be  i n e l i g i b l e  should 
'{.tic d e c i s i o n  go a g a i n s t  him, and he cont inues t o  be unemployed and to 
c l a i m  b e n e f i t s  f o r  weeks of unemployment about  which t h e r e  i s  no 
i ,destion. Regardless  of t he  dec i s ion  on t h e  appeal ,  t h e  clairnant ts  
b e n e f i t s  f o r  t hese  l a t t e r  weeks of unemployment can be  pa id  promptly if 
h e  i s  a v a i l a b l e  f o r  work i n  each of t hese  weeks and e l i g i b l e  f o r  b e n e f i t s  
i n  every o the r  r e spec t .  I f  the  claimant  ques t ions  the  exac t  amount of 
b e n e f i t s  t o  be  pa id ,  t h e  amount awarded by t h e  c o m i s s i o n e r  can be paid 
i v n e d i a t e l y  r e g a r d l e s s  of t he  outcome of t he  r econs ide ra t ion  o r  appeal ;  
s f  an inc rease  i s  awarded, i t  can be  made i n  a supplementary payment; 
:no increase i s  awarded, t h e  payment s tands.  If t h e r e  i s  some ques t ion  

-nr, ce rn ing  dependents allowances, t h e  b a s i c  b e n e f i t s  can be paid 
, I  r ~ l p t t l y a  

'w a g a p h  (2)  provides t h a t  payments should not  be delayed because pro- 
:cx?dings f o r  j u d i c i a l  revim have commenced, unl.ess t h e  board of review 
s p e c i f i c a l l y  o rde r s  delay.  

Paragraph (3)  provides t h a t  appealed claims be pa id  promptly following 
a second dec i s ion  which awards b e n e f i t s ,  For example, i f  t h e  commis- 
s50ner15 award of b e n e f i t s  is upheld by an appeal  t r i b u n a l ,  b e n e f i t s  
should be pa id  imnedia te ly ,  r ega rd l e s s  of any f u r t h e r  appeal,  If t h e  
appea l  t r i buna l  r e v e r s e s  t h e  coctmissiouer's de te rmina t ion  b u t  t h e  board 
of r e v i m  upholds it, b e n e f i t s  should be pa id  on t h e  basis of t h e  
boa rd ' s  decis ion.  A r e v e r s a l  by the  board of review o r  a cour t  would, 
of course,  bar b e n e f i t s  f o r  any f u t u r e  veeks of unemplopent ,  but ,  under 
this double affirmance provisicln, t h e  b e r j f i t s  which t h e  claimant has 
already rece ived  were due and he would n o t  have t o  re fund  any amount 
which he had rece ived  p r i o r  t o  t h e  r eve r sa l .  

(i) Payment of b e n e f i t s  d u e  deceased o r  menta lQ incompetent persons.- 
Under s e c t i o n  5(1), the  comri l~sioncr  i s  au thor ized  to adopt  r e g u l a t i o n s  
f o r  the  payment of b e n e f i t s  i n  ca ses  i n  which a claimant  dies o r  has been 
d e c l a r e d  insane o r  mental ly  incompetent before he has  rece ived  b e n e f i t s  
which have become due. Wkile the  number of claimants who die o r  are 
dec la red  incompetent before  they receive bene f i t s  due them i s  not  l a r g e ,  
t h e  few cases  which do a r i s e  c rea t e  adni in is t ra t ive  complicat ions d i s -
propor tdonate  t o  t he  amounts involved,  if the  employment e e c u r i t y  law 
g i v e s  no d i r e c t i o n  f o r  handl ing them, Such paymcnta should no t  be 
r e s t r i c t e d  by t h e  usua l  i n h e r i t a n c e  and guardianship laws since the 
amounts are usually smallo Therefore,  t h e  c o m i s s i o n e r t s  r eg f i a t i ons  
on payment i n  these cases need n o t  conform to t h e  s t a t u t e 8  governing 
decedent estatea. The f h a l  sentence  of the subsec t ion  protecte  the 
agency from fur ther  l i a b i l i t y  a f t e r  payment t o  the i n d i v i d u a l  deaig-
n a t s d  by the  comiss ione r .  

(j --Section 5 ( j )  should be read i n  conjwnc-
t i o n  provides c r i m i n d  p e n a l t i e s  of fines or 
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imprbonment f o r  claimants who fraudulently withhold, or  misrepresent 
f a c t s  i n  connection wi th  claims. 

lhe pmer t o  recoup erroneous payments i e  W t e d  t o  cases i n  which the  
payment was the r e s u l t  of the action of a claimant who, knowingly, alone 
or in collusion u i t h  another person, fa i lqd  to disclose some Important 
f a c t  which had a bearing on h i s  e l igibi l iLy or misrepresented the fac ts  
and who was not acting i n  good f a i t h  i n  accepting the benefits, Tae 
agency must decide that an erroneous payment was due t o  the claimant's 
'm misrepresentation or  nondisclosure and not t o  his miaunderetanding 
of the agency's procedure8 and question8 or to miarepmaentation of 
someone e l se  without h is  knowledge. In order to simplify administration 
the pmer t o  recoup i s  allso Umited to 2 years a f t e r  tho  finaing of n o w  
disclosure or misrepresentationb 

Then recovery of benefit8 i s  authorized, the notice t o  the individual 
must s t a t e  tha t  he i s  l i ab le  f o r  the mount erronoouely paid to  h i m ,  
the nature of the nondi~closure or misrepreoentation, the amount t o  be 
repaid, the  weeke f o r  which i t  a88 paid. Otherariae, the benefi ts  
a re  not rec:over&ble. This provision i s  needed t o  giva a claimant 
notice tha t  a s a p p e n t  is  due so  tha t  he may ava i l  himaelf of the 
opportunity t o  pro tes t  the redotermination or decision even i f  he i s  
no longer unemployed , 

The comiersioner is  given dlacretion t o  require rea t i tu t ion  or t o  deduct 
un~~rrrantedpayment8 from future benefits. Thie discretion I s  essenti& 
W l e  acme claimants a re  i n  a pooition to make repayment, others m y  flnd 
it impossible t o  do so. Given diocretion, the corwissioner can give 
r e l i e f  i n  these cases. Amounts t o  be repaid t o  the fund are made 
col lec t ib le  without i n t e r e s t  by dvll action i n  the aame of t h e  connniasioner, 

(k) Talver of r ighta  void.--Sections 5(k )  and (1)were formerly Included 
i n  a aeparate section 15,  Vrotect ion of Rights and Benefits," Both 
provieione a re  important to  the protection of employeoerl r ights  under 
the Act, Obstructing the claiming of benefits by intimidation or other- 
e s e  i s  made a punishable offense. The general penaltp provision of 
section 14(d) appliea, 

(1) No assignment of benefi t e  ,-Protection againet aosignment of bene- 
f i t ~i a  important to carry out the m a i n  purpose of the Act, which is t o  
furnish maintenance during periods of unemployment, and not to furnlah 
r e l i e f  far creditors,  However, it i s  consistent wlth the aim8 of the 
Act t o  permit legal action t o  co l lec t  debts incurred f o r  neceesit les 
during periods of unemployment, so  that  the individual m g ,  when men?-
ployed and i n  need, obtain credi t  on the strength of h i s  unemplapent 
bensfite. 
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BPP'EALS 

, 7 j c t l on  6 ie ders ignsd, to  meet the requirement of t i t l e  I11 of the Social. 
~ ~ c ~ r i t yAct, that a State  l a w  contain provision f o r  an opportunity fo r  
a fair hea r ing  t o  a l l  individuals whose claims f o r  unemployment benefi t8 
are denied. ' h o  stages o f  appeal are provldedn the f i r s t  t o  an a p ~ ~ a l  
t r ibunal ,  and the second t o  8 board of review. Appointment of the  board 
of revieir i a  provide3 i n  sect ion 12(b). The board i a  given general 
power over the conduct of appeals a t  both l eve l s ,  including the  appoint- 
ment of the  appeal tribunals, assignment of cases t o  the  t r ibunals ,  and 
dduption of appeal rules o r  rrtgulations which prescribe the  manner of 
flllny, appeals and the  col~duct of appeal hearings. 

Appeal t r ibunal .s .4dtnaar i l .y  the iasuea i n  an appeal on the  loww 
Leveled o not warrmt-a multi-member tribunal. A s ing le  member appeal 
tribunal, often called a iSrefweo,nis  therefore  provided, !I'he board 
of rovim is given a u t h o r i w  1x1 appoint a t r i p a r t i t e  t r ibunal  t o  hear 
and decide cases of more than rout ine  buportmce, par t i cu la r ly  labor  
dispute  caaea, cnsca involving the labor stnndmds of section 4(c ) ( l ) ,  
o r  conaolidatod appeals. The t r i p a t i t s  t r ibuna l  m a y  be helpful  i n  
reconci l ing omployer m d  employee b t e r o s t a  in d i f f i c u l t  cases, and may 
dloo 5crve a public rehatione, function by assuring both groups t h a t  t h e i r  
pa r t i cu l a r  i n b r e s t s  w i l l  receive consideration by t he  t r ibunal ,  md t h a t  
an unfavorable decision i s  not a r e s u l t  of prejudice o r  a rb i t r a ry  action. 
Tne e q l o y e r  and employee repreoentatives should be chosen on the  basis 
of t h s i r  axperfence and pres t ige  i n  t h e i r  respective g'roupa. While each 
should br ing t o  the t r ibunal  the  point  of vim of the group from which 
he i o  cbsen, his duty i s  not t o  convince the  referee  chairman, but  
rathor to help reach the  f a i r e s t  decision consonant with the  l a w  under 
w h i c h  he it3 ac t ing  i n  cooperation dt2-1both other members. Ihe referee 
as chafnnan of the t r i p w t i t e  body and as the impar t ia l  member concerned 
s o l s l y  with the public i n t e r e s t  contributes a f ami l i a r i t y  with pol$cy 
and precedents. Tt 9s most important that the  referee  be appointed on 
a merit  baeis, The impartial character  of the t r ibuna l  necess i t a tes  
t h a t y  if e i t h e r  the employer OP employee representa t ive  or  hie a l t e r n a t e  
is absent or disqual i f ied ,  the other  representa t ive  or  a l t e m t e  take no 
p a r t  i n  the  proceeding, and t h a t  the re fe ree  a c t  alone. Proviclion for 
appointment of alternates ahodd,  however, avoid such s i tuat ions .  

(b) .--A claimant or employer e n t i t l e d  t o  
n o t i  @termination under sect ion 5(e) rnw file 
an appeal t o  an appeenl -tzibunal.' The commiarsioner he a par ty  to all. 
appeals. I n  eseaas involving a queetion of insured work, the emploglng 
uni t  where Lhe serv ice  fn question was performed receives not ice  of t h e  
appeal and becomes a party, regardless of whei;her it wae entitle8 t o  
receive notice of the comiss ioner  I t 3  determination under sect ion 5(e) (3) .  
The a c t  contains no prorrirsion erpeciryfng all the  not ices  that might be 
given t o  p&r$iesg ~ ~ u c K d e % a i l a  are proper eubjectas for re@ationeo 
A dacieion that work perfomed by a claimant for an emplagfng mi%wm 
inaurodl mrk i t l  conc%ud.ve on t h e  issue for  a1 other  workem a1dlarl.y 
e i tus ted  in that loy-ing wit, and %hedecision i a  not  aub3act t o  
collateral a t tack  e i t h e r  by the  comaieaioner o r  by the mplay8ng anit. 



J-L ehd cc,. d l , d . ~ ~ i u ~ ,  uoct ion 5 ( g ) ,  reconsiders a d c t ~ z n . ; ~ n a t f ~ nmLlc.r fron 
:,hj.ch ;n zppoal it; pcnding, t h o  redeterulnati.cn suporsodun t h e  e a r l i a r  
doterL.lmatJon and the n p p o d ,  ~ n l e s sw i  thdram, becorces an appeal from 
tho rod@tcnnination. 

If n party tdnhc3 t o  ~S.thdmvan appeal, ho m u s t  r q u o s t  p o m i e s i o n  of the 
t r  ibu1m1. The tribuml r e t n i n a  jur icdic t ion of the appeal u n t i l  it deter-
mine3 t h a t  t h e  rocord ohu7m no obvious o r ro r  and t h a t  no suspicion of 
fraud or coorcion i a  indicntcd by t h e  request. This provision,  consistent 
w i t t i  t h o  non-ad-mrznry natuw, of the appeal proceedings, ia designed to 
p r o t a c t  partlos, of ten  unreprcaentod by cornsol, from fraud or undue pres- 
au r a  and t o  rncke cer ta in  t h a t  the, withdrawal of an acppaal does not &UQW 
an obviously orroneoua o r  unsupported deteranination t o  becona f id.  

n o  l e n t  acntenco i e  i n t a n d d  to a e t t l o  quontfona that have arisen regu-
lar* concerning t he  j u r i cd i c t i an  of igppoal t r ibunal8  to go beyond the, 
immdiate and obvious i e s i ~ e s  hvolvod in t h e  appoalcd determination and 
pans upon relatad issuers e.nd i s sues  that have nr iasn  in the interval 
betmen the determinauon alaa tho hearing. 'he language propoeed will 
avoid ouch quentfone and roconcfla the  fill scope of t r ibuna l  Jwfsdho-
t i o n  with t h e  requirement8 of fair hearing. 

( c )  Hearing procedure and record.--An opporhn i ty  f o r  a fair hearing not 
only include8 the rlight to present arguments and confront and examine 
vritkesa@a before an impartial referee,  but  a l s o  requires timely notice 
of the hearing and scheduling of hearfnga a t  a time and place reasqnably 
convenient t o  the par t i ea .  ' h e  dsmeats of a f a i r  hearing should ta 
provided by regulation. 

A hearing before an appeal tribunal.ahould be s o  conducted as t o  brlng 
o u t  all teatimony and evidence which may be helpful  in ascertaining 
fac ta  relevant  t o  t h e  review of 'the determination. Rigidity o r  Pom@J.iv 
is t o  be avoided, and the  proceeding should be understandable to a oXab-
ant not repreaenbd by c m s e l .  Courtroom techniques a d  milas ae to 
order of proof, type of evidence admitted, a& #burden of proofw are no% 
appropriate to the non-adversary type of proceeding contemplaW la 
unemployment insurance adminiatration. Narrative t e a t b o q y  i s  often 
most u e e M  i n  adducing the  complete f a c tua l  picture. Bltermp%%one 
because of occasional irrelevancies or  because of n o n c o d o s ~ c eariu 
a preocribed order of proof may hamper t h e  fact-f inding procsimer, 
over, what appeam Lo be i r r e l evan t  a t  one stage of the hsasflag m&y 
later prove germane to the feeiue. Comon-law or statutory d e s  a8 $0 
*competencen or relevancy which are appropriate for 'Pay dux-ier are no% 
j u s t i f i ed  i n  their appl ica t ion t o  a fact-finding authority which bow 
e l i c i t s  and wei@s evldsnce ae an expert in a specialirr;ed field. 3kmtead 
of excluding evidence of doubtful r e l i a b i l i t y  o r  relevance, the tribunal 
should admit euch evidence i n t o  the record and when orriving a t  a deter-
a n a t i o n  give it only such weight as seem warranted, tfdbuaa2 
6h0lll.d~ moreover, bring f o r t h  on its own i n i t i a t i v e  aw te8tfPaon.y o r  
evidence on re levant  issue8 which the p e r t i s e  fai l  t o  cover, A seconl 
of the appeal proceedings i e  nacesaary t o  provide a basis f o r  review. 
This record may be i n  We form o f  atenographic notes or recordings and 
need no t  be transcribed d e m i  further appeal i a  Wen, 
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( d )  CW s o l i d a t e d  appeals,--Of t e n  a s i n g l e  f a c t  s i t u a t i o n  gives r i s e  t o  
:~ ~ z t i c 3 n sinvolv ing  large numbers of c laimants ,  T h i s  i s  p a r t i c u l a r l y  
srue where a l a b o r  d l s p u t e  i s  involved o r  where coverage of an employ-
i n g  u n i t  i s  t h e  p r f n c i p a l  i s s u e  i n  .the de te rmina t ion  of b e n e f i t  r i g h t s ,  
: , , ~nso l ida t ion  of such appeals avoids unnecessary r e p e t i t i o n ,  expense, 
a n d  delay.  Honever, a pa r ty  Kay ha're a separate h e a r i n g  f f  t h e  t r l b u n a l  
f i n d s  t h a t  cor l5o l ida t ion  would be p - e j u d i c i a l  t o  h i s  r i g h t s ,  

( e )  Notice of dcc i s ion  of a p ~ e n l  t r i b u n a l  and time f o r  appeal,--2he .-- -
d 0 - 1  s ion  of t h e  appeal  t r i b u n a l  should be i ssued promptly, and a copy of 
A h5 d e c i s i o n  inc lud ing  the  f ind ings  and conclusions w i l e d  o r  del ivered 

- jne p a r t i e s .  b e  f i n d i n g s  and conclusions should be s imple  statemen-ta 
;7" the retlsons f o r  t h e  deci s ion ,  It i s  n o t  necessary  f o r  the  f i n d i n g s  of 
,,..:i, t o  be d i s t i n c t  from the conclusions of law, 'Jhe main purpose w i l - l  
be se rved  if the f i n d i ~ g s  and conclusions make the  baa i a  of Lha d e c i s i o n  

.tdorstandable t o  l a y  p a r t i e s  and agency personnel  and are s u f f i c i e n t l y  
~ ; : p l i c i t t o  form a basis f u r  review, A party has seven days from t h e  
d a t e  of mai l ing  o r  de l ive ry  of t he ' dec iu ion  i n  which t o  $Cart an appeal ,  
More time may be allowed f o r  good Cause, as f o r  example, i n  t h e  case of 
a p a r t y  who i s  an  i n t e r a t a t e  c l a i m ~ n t ,  o r  who l i v e s  I n  a remote rural  
a r e a  where r e c e i p t  of notLce s f  d e c i s i o n  may be  delayed, or  who has m-a-
understood the i n s t r u c t i o n s  ~f agency personnel ,  

(f) Review by t h e  board of review.--The board of  mVfm s e r v e s  a8 8 

second stage of appellat ,e 8 .uthori ty  except i n  c a s e s  involving labor dis-
pu te  ques t ions  under s e c t i o n  4 ( b ) Q 6 )and appeals which it removes t o  
i t s e l f .  A p a r t y  i s  e n t i t l e d  t o  a review by the board of review of a 
d e c i s i o n  if the  appea l  t r i b u n a l  d i d  n o t  affirm t h e  c o ~ s s i o n e r ~ s  deter-
minat ion and i n  caves invo lv ing  f raud under section 4(b) ( 7 ) ,  f f a S t a b  
law includes a provision f o r  a d m i n i s t r a t i v e  d f s q u a l l f i c a k i o n  f o r  fraud. 
I h e  board may i n  its d i e c ~ e t b o n  g r a n t  review of an appeal tribunal's 
d e c i e i o n  which affirms t h e  c o m i s s i o n e r ' s  determinat ion,  I n  t h e  exssciere 
of its func t ion  of coord ina t ing  d e c i s i o n s  of va r ious  appeal tribunals, 
t h e  board i t s e l f  maJr i n i t i a t e  a rev im o f  an appeal t r f b u n a 1 8 s  decision 
within the same time as provided f o r  m appeal by a party* ' ha  board 
may review an appeal tribunal's dec i s ion  on the  b a s i s  of evidence already 
submittecll s i n c e  a fair hearing has a l r e a d y  been afforded $he prt f ee s  
The board m y ,  however, orde r  more e r idence  to be h k s h  before i tself  
o r  before the  tribunal to complete Lha record ,  
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(h) Removal t o  the board of review.--In i t s  discretion, the  board of 
review may hear an appeal involving an important iasue, i n  the f i r s t  
instance, and may remove t o  i t s e l f  any such; appeal pending before an 
appeal tribunal, When an appeal i s  so removed, the board must give all 
par t ies  a f a i r  hearing as would otherwise hwe  been afforded by an 
appeal tribunal, 

( i )  Notice of decision of board of review and judicial  review,--Para- 
graph (1)provides that  any par* may appeal to the appropriate court 
from a decision of the board of reflew within f i f teen-  days af t e r  the 
mailing or  delivery of the decision, More time i s  allowed than fo r  an 

peal from an appeal t r ibunal 's  decision since more fonnal l t ies  a r e  %i na r i ly  involved i n  perfecting court appeale; t h i s  additional time 
rmoves the necessity of provieion for  sxtenaion fo r  good cauee ae con- 
tained i n  eectione 5 ( f ) ,  5(g)(6), and 6(e). m e r e  the board has, i n  i ts 
diacretion, r e f u e d  t o  hear an appeal from an appeal tribunal's deoision, 
the time f o r  i n i t i a t i n g  judicial  review runs from the date the notice of 
denial was  m a i l e d  o r  delivered, since only then would a party have 
exhausted the administrative remedies provided. 

The f l r s t  atep i n  the court appeal i s  the f i l i n g  of a petitSon f o r  
r e v i m  which s t a t e s  the grounds of appeal. Verification of the petition, 
and the taking of exceptions are not necessary to judlcial  review nor l a  
the posting of b o d  neceasary t o  obtain judicial  review of determination 
of benefit r ights.  The court does, however, have discretion t o  require 
ma t ing  of bond by an employing un i t  i n  cases involving review of deter-
minationa of coverage and of contribution l i ab i l i t y .  

(2) An appellant other than the commissioner need not himself serve, 
every party to the appeal. He need only deliver t o  the coPlmiesioner or 
his designated representative as maw copiee of the pe t i t ion  as there 
are par t ies  t o  the appeal. The cammirseioner haa the r e e p o n e i b i l l ~  of 
eervlng a l l  other par t ies ,  and of f i l i n g  with the court c e r t u i e d  copiea 
of the record together rrith his pet i t ion for  revlew i f  he i e  the appellant 
or  with his answer l.f he i e  M appellee, The par t ies  to the Judicial  
revleu include all the part iea to  the admini~t ra t ive  proceedings as w e l l  
as the board of review nhich has an in t e res t  in defending, I ts  portition, 

(3) The court review icr limited t o  queetione of law and the finding8 of 
f a c t  by the board of review are conclusive unless the court finde them 
t o  be maupported by subetantial  evldence i n  the record, A review of 
the facta  de novo or a re-evaluation of the evldence applying excluaionwy 
sulea applicable i n  law court6 would resu l t  i n  undue duplioation and 
would fur ther  negate the effeot  of the informal hearing by spec iaf l s t  
fact-finders. I f  the court wlahes a more complete record, evidence 
should be taken an8 finding6 and oancluaions made by the board of redew. 

Since speed i n  ad3udicating claims i s  of p r i m  importance, the cow% 
appeal should beeheard summnrily and given precedence on the coy$ 
calendar over al l  except workmen's compensation cases, 
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(j) i :~ncllioivenesuof f i n a l  d e t e r k n a t i o n s  and decisions.-Provision 
f ~ rcon-dlusiveness of f i n a l  deteraninations and, decision8 makes those 
redetermination and appeal procedures expressly provided i n  the  Act t he  
exclusive means f o r  upset t ing determinations and decisions,  This sect ion 
i s  intended t o  prevent i n d i r e c t  reopening o r  possibly contradictory dis- 
pos i t ion  of matters  already decided. A determination, redetermination, 
o r  decision,  if no t  appealed within the  time provided, becomes. f i n a l  cand 
conclusive on .the claimant, the  commissi.oner, and enrploying u n i t s  w i t h  
notice. A determination of benef i t  r i g h t s  may not be c o l l a t e r ~ 1 l y  
at tacked by an employing wit even if i t  did  not  receive not ice ,  Thus 
wher wages are taken i n t o  account i n  determining the insured a t a t u s  of a 
rrorEer, the coverage of work performed f o r  those wages is conclusively 
dewrained and the  employing unit which had not ice  of the determination 
i l t l d ~ rsect ion 5(e)(3)  o r  of the decis ion under sec t ion  6 ( e )  and (i) may 
not  l a t e r  r a i s e  a coverage question as t o  t h e  aame work i n  connection 
with i t s  l i a b i l i t y  f o r  contributions.  I n  no case involving i t e  experi- 
ence r a t i ng  may an employing u n i t  contes t  bene f i t  r i g h t s  already awa~ded 
a s  a result ,  of a decis ion o r  determination which has become f ina l .  

A case may be reopened because of fraud or coercion i f  the commissioner, 
appeal t r ibuna l ,  or  board of review is  no t i f i ed  wi thin  the  period of 
s i x t y  days from the  time the  person claiming fraud r ea l l z ea  that he ha8 
been defrauded, or  i f  coercion i s  involved, from the  time he becomes 
f r e e  of the  coercion. An appeal permitted t o  be Kithdrawn may similarly 
be re ins ta ted  because of fraud o r  coercion wi thin  the eame time limit. 
This p r o v i s i o ~  i s  no t  essential i n  S t a t e s  which recognize the  r i g h t  o f  
an administrat ive agency t o  s e t  a s ide  decis ions  o r  r e i n s t a t e  appeals 
when a decision o r  permission t o  withdraw was procured by fraud or 
coercion. 

(k) Rule of decision and cer t i f ica t , ion t o  board of review.--The, rule of 
decis ion provision i a  intended to achieve uniformity and p red i c t ab i l i t y  
i n  policy- i n t e rp r e t a t i on  and i n  the  appl ica t ion of legal. pr inciplee ,  and 
a t  the  same time t o  provide f o r  s u f f i c i e n t  f l e x i b i l i t y  t o  a l l m  f o r  i m -
provement and re-evaluation. Cer t i f i ca t ion ,  by t he  coxnnissioner o r  an 
appeal t r ibuna l ,  of a question of law and f indings  of f a c t  t o  the  board 
of review provides a method f o r  discarding incor rec t  o r  obsole te  i n t e r -  
p re ta t ions ,  The board of review e i t he r  may hold a hearing and oer t iSp 
an answer t o  a question of law o r  may remove the e n t i r e  case t o  i t s e l f .  
Ce r t i f i c a t i on  i s  a l s o  an expedient method f o r  the d i spos i t ion  of an 
Important queetfon fo r  which the re  i s  no precedent, orfiere t h e  caae muld 
probably be appealed t o  the board of r e v i m  in  the normal course of events. 

(1) LimStatf on af fees,--If the  opportunity f a r  f a i r  hearing d e r  fhie 
sec t ion  i s  to have r e a l i t y  f o r  claimants, the  Urnitat ion of feea f e  
essen t ia l .  Charging of Paw by cnn appeal t r i buna l ,  or  by the board of 
review would g r ea t l y  fsl air, if no t  n u l l i  , We 0pportunit;p- far a fair 
hearing and would i n  the  abandonmen 2 of many cases involving 
important i s sues  on which precedents erhould be eatablitshed. The righti 
to take an ierrsue t o  cour t  after the adminis t ra t ive  a p p e a h  proees8eB 
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have been exhausted.requires t h a t  the re  should be a s imi la r  l imi ta t ion  
of fees  and cos t s  i n  connection with a court proceeding. It i s  recom- 
mended, however, t h a t  the  courts  be gkven author i ty  t o  curb unwarranfted 
act ions  f o r  j ud i c i a l  review by assessing agaj.net the  claimant cos t s  i n  
cases where proceedings a r e  i n s t i t u t e c  o r  continued without reasonable 
grounds. 

(m) Representation of claimant.--Wile administrat ive proceedings on 
claims a r e  to be conducted i n  such a manner that the claimant will not  
need representation,  i t  i s  important t o  provide t h a t  a claimant may be 
represented by counsel or  by another representa t ive  of his choosing, f o r  
example, a worker by a union o f f i c i a l  or an employer by a personnel 
off icer ,  'be control  over feea which an a t torney o r  authorized agent 
may charge can be used t o  discourage any o f f e r  of counsel when it i s  not  
needed; it w i l l  a l so  p ro tec t  claimants from excessive charges when 
counsel i e  needed, It i s  advisable t h a t  no r i g id  l im i t a t i on  be placed 
on the fees  t o  be allowed attorneys or  agents, Accordingly the board 
of review i a  given d i sc re t ion  as t o  the amount allowable. 

(n)  Fees of at torneye f o r  claimants on appeal8 t o  oourts.--A claimantle 
r igh t  of appeal t o  the court  may be ineffect ive  unless provision i s  made 
f o r  the payment of h i s  a t torney and necessary court  and pr int ing costs 
when h.ppropriate because few claimants have technical  l ega l  c a p e  tence 
and few a r e  ab le  to pay fo r  such services.  Payment of such coats  i s  
authorized from the  administrat ion fund when the  claimant i s  on the 
defensive and does not  i n i t i a t e  the appeal, when the decision being 
appealed by the claimant reverses a decision favorable t o  him, when the  
claimant i s  appealing from a decision which reduced o r  denied benef i ts  
awarded under a p r i o r  administrat ive or judic ia l  decieion, when benef i t@ 
a r e  awarded as a r e s u l t  of the appeal, when the  decision being appealed 
was not the  unanimous decision of the t r ibunal ,  board of review, or 
cour t  which rendered t h e  decision,  o r  when the  claimant appeals i n  
other types of cases unless the court  f i nds  t h a t  there  was no reasonable 
basis  f o r  the appeal. Limits t o  be s e t  on the amount which may be, paid 
i n  feea lrill necessar i ly  depend upon customary feea i n  the States 
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c o m a  

WE p r i n c i p a l  coverage provisions i n  %his Act a r e  found i n  the deft-  
n i t i ons  of employer and ernplojment i n  sect ion 2(i) and ( k ) e  Section 7 
di rec t8  the commissioner t o  make coverage de te rdna t iona ,  and protects  
the r i gh t s  of persons affected by those determinations by prescribing 
procedures f o r  administrat ive reconsideration, f o r  appeal t o  the  board 
of review, and f o r  judicial review sf theae determinations. 'Fhe sect ion 
a l so  provides e lec t ive  coverage and prescribes the  period during wuch 
such coverage ie ef fec t ive  and t h e  methods by which both mandatory and 
e lec t ive  coverage may be Lard.nated, Taken together, section 2(1) and 
; e ) ,  nsc t ion  7, and reciprocal coverage arrangement6 adopted under 
aaction 15(c)  d e t e d n e  which groups of the  working population come 
r;;nin t he  scope of any S t a t e  unemployment insurance program, 

( a  Coverage detednation.--The authority of the comniaaioner to 
detera ine  whether an emplo@g unit cons t i tu tes  an elvployer and whether 
se rv ice  const i tu tes  employment is implied from the necearrity for  making 
decisions under t h e  def in i t ions  of employer and employment. h c W o n  
7(a)(l) spec i f ica l ly  d i r e c t s  the commissioner b make findings of fact 
and t o  a r r i ve  a t  a determination on tihe basis of the f h d i n g a ,  Coverage 
determinations, unless made aa a part of a determination of insurd 
eta tue ,  ;"dl w i t u n  this provision, I n  practice t h e  a t a tu s  and contri- 
bution reporte furnish all t h e  f a c t s  neceesary i n  the majoritiy of 
determinations. 

Reconsideration of coverage determinations .-Section 7(a)(2) gives t h e  
comnieeioner an opportunity f o r  administrative reconsideration of a 
covepage determination PcltNn a xear, in the  Ught  of additional. 
evldrrtrce. Paragraphs (3) and (4) provide t h a t  an emplofing uni t  be 
given not ice  of a dstermlnation or  redeterminafion and an opportunity 
f o r  an informal hearing before the commissioner or his representative,  
These a c h l n l a t r ~ t i v e  hearings are par t i cu la r ly  useful to the commissioner 
i n  making deteFminsitiona i n  borderline cases auch as Wose prwmntgd by 
queetions of the exietence of an employer~employee re la t ionship  through 
eRe appl icat ion of the  A X  t e a t s  of sect ion 2(k)(5), 

the  ma i l i ng  or  delivery of a not ice  of the commissioaerta detetmi.t.wtioa. 
a before the board of review a r e  held i n  the  am@ manner as 
s befors the board of review on benef i t  aplpea1s (aection 6). 

Paragraph (5)  provides a l s o  fo r  Judicial reflew of cmersge decisions in 
Lh the provi8Pona of sect ion b ( i ) @  I n  tktar me of ea 
require an appellant  employing un i t  %o file sn a PP'"' bond or  o the r  appropriate cseeurity fo r  t he  payment of q contr but 

and intpsre~t wMoh i q y  firuklly be determined t o  be due and of the (50Wt 
col t8  0 



Comnentary - Section 7(b) 

(b) Conclusiveness of deternination.-Section 7(b) makes the deter- 
xination of coverage by the  commissioner or  the board of revlew, 
together k i t h  the  recordrl of proceedings, admissible uhder ce r ta in  con-
d i t i ons  as evidence i n  subsequent proceedings under the  Act, The deter- 
a n a t i o n  of the  comiss ioner  i e  admissible only i f  i t  has no t  been 
appealed, If the  determination i s  supported by subs tan t ia l  evidence 
and i f  there  has been no fraud, it becomes conclusive and binding (except 
f o r  e r ro r s  of law) upon any employing un i t s  wuch  par t ic ipated i n  the 
proceedings. It ie not  made conclusive f o r  other persons affected by 
the determination, s ince  such persons d id  not have not ice  of the  hearing 
and an opportunity .to be heard, This does not mean t h a t  evidence crub-
mitted or  testimony taken i n  connection w i t h  a coverage determination 
may not be considered i n  subsequent benef i t  proceedings; it means only 
tha t  the determination muet be reexamined i n  r e l a t i on  t o  t he  benef i t  
issue.  

(c); Period of coverage.--This sect ion spec i f ies  the  period during which 
mandatory coverage i s  effect ive .  It provides coverage from the  first 
day of the calendar year in which the  employing un i t  first meets the 
conditions which es tab l i sh  i t s  l i a b i l i t y  and u n t i l  terminated as pro-
vided i n  sect ion 7(d), (e), and (f).  

(d)  Termination of coverage-.--Section 7(d) spec i f i es  the conditions 
under which an employing u n i t  ceases t o  he an employer subject  t o  t he  
Act. This sect ion i s  not needed with coverage of one or  more a t  any 
time. Alternative provisions a r e  presented f o r  use with the de f in i t i on  
of employer i n  terms of pay r o l l s  and i n  terms of number of workers i n  a 
specif ied period, The S ta te  should i n s e r t  i n  the  blanks i n  t he  text the  
f igures  which are consis tent  with i t 8  def in i t ion  of employer. An employ-
ing  un i t  may have i t s  coverage terminated f o r  any calendar year i f  it 
f i l e s  an application no t  l a t e r  than March 15 of t h a t  year and i f  the 
commissioner f inds  t h a t  during the p r io r  year the  uni t  did not  have 
su f f i c i en t  pay r o l l  or enough employees to  f a l l  rrlthin the de f in i t i on  
of employer i n  eection 2 ( i ) ,  A f u l l  year must elapse i n  wMch t h e  u d t  
doea not meet the conditions specified i n  the de f in i t i on  of wnployer 
before the  l i a b i l i t y  of the u n i t  can be terminated. 

I f  the employing uni t  does not  f i l e  an application f a r  coverage *mi-
nat ion, . the  commissioner may terminate coverage on his o m  motion, This 
clause is important from an administrat ive point of view eince many u n i b  
go out  of business without f i l i n g  appl icat ions  t o  terminate aowwagrsj 
the agency must be able  t o  purge i t s  f i l e 8  of record8 per ta ining ta uni ts  
which a r e  no longer engaged i n  business within t he  State,  

( e )  Elect ive  coverage f o r  employing units.--(1) This sect ion permits 
an employing un i t  t o  e l e c t  coverage if the  service  performed f o r  f t  iar 
not exempt under the de f in i t i on  of employment bu t  it i s  no t  eub3ect 
because of the  l imited s i z e  of i t s  pay r o l l  or the s d E  number of its 
employees. The provision aervea a pa r t i cu l a r l y  u a e f i l  purpose i f  the 
Sta t e  l a w  doea not  contain a provision l i k e  that i n  eect ion 2( i ) (5 )  
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which w k e s  a l l  mpBogrPPlg units, subject  t o  t h e  Federal Unemployment 
Tax Act, subject  t o  the Sta te  law. The provision is,  of course, not  
necessary with coverage of employers of one o r  more o r  i f  the size-of- 
pay-roll P h i t a t d o n  on coverage i d  so small that  i t  r e su l t s  i n  coverage 
equivalent  t o  coverage of' one or om, 

If an employer is  subject  to the  Federal a c t  but  not to the  S ta te  law, 
an e lec t ive  provision enables him extend unemployment insurance t o  
h i s  workers without addi t ional  cost ,  The provision may be useful aleo 
t o  contractors who prefer  t o  carry t h e  cost  of unemployment insurance 
rabher than run t he  risk of los ing contracts. ?here i s  always t h o  
pocaibil%%ythat employers mklng use of the  type of service provided 
by eruch contractma may l e t  t h e i r  contracts  to other employers uubject 
under the compuleory provisions of We law, ra ther  than carry the 
ineurance cos t s  of n m a u b j m t  contractors as required under the con- 
tractor-tacking clause (sscGSon 24j)(3)). 

Any euployer who e l ec t s  coverage under a provision of t h i s  type becomeer 
subject  fib the same extent  as all other e m p l ~ y e r s . ~  That i s  t o  say, 
h i e  coverage i a  l imi ted t o  workers who a r e  engaged i n  employment as 
defined i n  the law. The elect ion fo r  a period shorter  thas two years 
does not slew worthwhile; some S ta tes  may wish t o  consider a longer 
lainimm period. !be e f fec t ive  date of the e lec t ion  is t he  da te  s ta ted  
i n  the commissionerts approval, which may not be the same a8 t h e  effeo- 
t i v e  date  under t he  compulsory provision8 of the law. Many employing
u n i t s  might hes i t a t e  to e l e c t  t o  be covered i f  they had t o  pay contri-
butlons f o r  a period pr io r  t o  the election.  

(2) The termination of e lec t ive  coverage depends upon the requaet  of 
the employing u n i t  or  t he  act ion of t h e  commissioner a t  any time sub-
sequent t o  the two calendar years for which the  e lec t ion  was &ao 

( f )  $ lect ive  coverage of excluded service.-(1) h i s  sect ion permits an 
enplaying unit t o  e l e c t  coverage oTse rv i ce  which i s  excluded under the 
de f in i t i on  of mploynnenl, (sectiota 2(k)), An employing wit ma$ select 
a e e r b l n  type, of' se rv ice  which it wishes t o  cover andtmayl M Q  the 
e lec t ion  to one o r  mare establishments even though it operartaer several. 
e s t a b l iskmenls $rz the Sta te ,  However, i t  would have t o  extend aoverage 
to a l l-PndivEduaPav p r f o m i w  the tilpeciffed type sf' service fa tihe 
e a t a b l % ~ ~ n t sconcerncad. Here, ~ L S3n the cam of an employer rrho 
e l e c t e  coverage under %action7(e)(l), ttns clfecbion must be f o r  a mini-
mupp pelriod of o yeare. The effective date of the eleot ion i n  t h i e  
case a l s o  iis the da te  stabed i n  the  c o m i s s i o n m t s  approval because of 
possibPe objection t o  retmaat-Lve contrfbuti.ione, 

(2) A s  i a  p r o a d  ect ion 7(8)(2) coneernin$ e lec t ive  coverage sf 
snp loybg  units, t fon  of e lec t ive  coverage of service dapends on 
t h e  rdsguest of the employing UQ,OP t h e  oc%%onof the c m i a s i c n e r  a t  
angr t h e  subr~equmL$a %hetwo calendar yerare f o r  which the elsatdm wtM 
made. 



This sect ion provides funds f o r  f inancing the  payment ob benef i ts  by 
' requiring contributions from employers on the  wages of their work+ra 
who a r e  engaged in employment a s  defined i n  sect ion 2(k) of the  Act. 

This re l i ance  upon employer contributicrrs t o  finance the  program i l o  t he  
na tura l  outgrowth of t h e  Federal Unemployment Tax  Act with i t s  c r ed i t  
prdvision f o r  employer taxes. Those provis ior~s  had the prac t i ca l  e f f eo t  
of inducing Dtates t o  impose a t  f i r s t  a f l a t  r a t e  on employerel pay 
r o l l a  equal t o  the  maximum c r d f  t allowance t 0.9 percent i n  1936, 
1.1) percent i n  1937, and 2* 7 percent beginning i n  1938; and later to  
impose r a t e s  varied i n  accordance Kith the mployers l  experience with 
ur~erployment~As a r e s u l t  of negligibleiunsmnploymentand high pay m l l a  
i n  the war years  and e a r l y  post-WAF yearb, these methods provided more 
revenue than was current ly  needed t o  flncnce the  program. In  the iamedi- 
a t e  future ,  therefore ,  and p oss ibly  aa long a s  the  Federal Unemployment 
Tax Act remains unchanged, most of t h e  States  w i l l  continue t o  depend on 
employer contr ibut ions  to finance t h e i r  unemployment insurance progrma. 

Barly d r a f t  b i l l s  provided a l s o  f o r  employee contributions. Such contri-  
butions were col lected a t  one time o r  another in nine S ta tes  but  t h e  
trend ha8 been away from workers1 contributions.  They a r e  presently. 
e f f ec t i ve  i n  only two S ta tes ,  Alabama and New Jersey. In moat Sta tee  
t h e  revenue from anployers has been more than su f f i c i en t  to finance %he 
program. mile t h e  theory of respons ib i l i ty  f o r  the  program inherent  in 
the payment of contributions by employees i a  sound, so  long a8 the funds 
a r e  so much greater  than the  year ly  payments f o r  benef i ts  and so  long as 
the Sta t e  l am provide 4or  experience rat ing,  employee aontributions are 
no t  juetif"ied. 

' he  addi t iona l  c r e d i t  provisions i n  the Federal a c t  and t h e  expefience- 
r a t i ng  provisions of S t a t e  laws were based on two theor ies$  (1) that 
reduced r a t e s  for  employers whose workers experienced l i t t l e  unemnplop 
meZt would be an incent ive  t o  the  prevention o f  unemployment land (2) %hat 
the cos t s  of benefi ts  should be a l located among employers i n  accordanoe 
with t h e i r  responsibility i n  causing unemployment, Obviously, thfass 
theor ies  do not  apply t o  workers' contributione. 

( a )  Payment of contributions. --Section 8(a)  es tab l i shes  f o r  each caPea-
dar year the l i a b i l i t y  o f  employers f o r  contributions on t h e  wages of 
workers engaged i n  employment, prohibi ts  t h e  employer from deducting the 
payments from the  wages of hie mrkercs, and authoril;ee the  comutlslaloner 
b prescr ibe  regulat ions  on payments. The calendar year a s  the  period 
of l i a b i l i t y  t i e s  t h i s  provision i n  w i t h  the  period of coverage (sea-
t i o n  7) and with the Federal c r e d i t  provisions. Regulations adopted 
under the author izat ion should aover such points  as the maintenance of 
the necessary pay r o l l  records, the  f i l i n g  of re turns ,  t h e  place of 
payment, and the datea upon which payment8 a r e  due (including the date 
as of which a payment by mail is deemed t o  haw been received and erpecid 
due da tes  fo r  employing uni t a  becoming subject  during t h e  year  1. 



Commentary - Section 8(b) 

(b) Rate of contribution8,--Section 8(b) fixes the normal r a t e  of 
contribution8 as 90 percent of the 3-percent Federal unemployment, tax. 
Except a e  r a t e8  a r e  more or l e s s  than 2,7 percent because-of the experf- 
ence-rating provisions of the  law, employers pay a 2.7 percent r a t e  on a 
%ages p a i d U a s i s  f o r  calendar years subsequent t o  about 1940. Before 
t h a t  time contributions i n  most S ta tes  were collected on a "wages payable', 
basis.  It does not seem necessary t o  include the former wording i n  the  
State  laws, although the e a r l i e r  provision must s t i l l  be applied writh 
respect  t o  contributions f o r  the  periods during which it was in ef fec t .  
Any change to a "wages paidEa basis with respect  t o  those e a r l i e r  years 
would r a i s e  quentiona as t o  t h e  r e t roac t i ve  e f f e c t  of the amendment on 
employer l i a b i l i t y  fo r  contributions based on wages payable but not paid 
within those years. Refunda made on the  ba s i s  of a re t roac t ive  amend- 
ment would violate the  requirements ~f section 303(a)(4) and (5)  of the 
Social  Securi ty Act and sect ion 1603(a)(3) and (4) of the Federal Unem- 
ployment Tax  Act l im i t i ng  refunds t o  amounts erroneoutrly collected.  

Some S ta te  laws include the  r a t e s  f o r  the ea r ly  years  of t he  program 
because of t he  p o s s i b i l i t y  t h a t  questions of l i a b i l i t y  f o r  those years 
may a r i s e  and may have t o  be resolved. A t  t h i s  time i t  does not seem 
necessary to  include in the t e x t  the  r a t e s  f o r  1936, 0.9 percent, o r  
f o r  1937, 1.8 percent, i n  each case 90 percent of t he  Federal unemploy- 
ment t ax  fo r  those years,  

(c)  Base of contributions. -Section 8(c)  limits t h e  contribution l i ab ih-  
i t y  of t h e  employer t o  t he  fir s t  $3,000 paid to an individual  i n  a calen- 
dar  year r e g a ~ d l e s s  of when the  wage8 were earned, the  S t a t e s  in which 
they were paid, o r  whether they were paid by an employer or his predeceseor. 

The language i s  draf ted Lo include a l l  remuneration for aervhce Phi& i s  
taxable under t h e  Federal. Unemployment Tax Act i f  c r e d i t  aay be taken 
against the  Federal for contributions required t o  be paid i n t o  a 
State unemployment f This language i e  recommended becauae i t  fill 
resul"tn the automatic extensi  on of the  $3,000 l i m i t  of sect ion 8(c)  
if Congress should broaden the Federal l a c  base fo r  unemployment inetw- 
a c e  ae it has done recent  f o r  old-age a& survivors insurance by 
increasing the  tax  base t o  

P r i o r  t o  i t e  amendment i n  1946, sect ion 1607(b) (1) of the  Federal Unem- 
ployment Tax Act and the  S t a t e  laws excluded from taxation t ha t  part of 
an i nd iv id i a l  f a  wages i n  excess of &,OUO per year whf ch were payable by 
one employer f o r  service  performed during t he  year,  This meant t h a t  
wagea i n  excess of  $3,008 frequently had t o  be reported on a nwagea pay- 
able@ baairr i n  contraat  with the stwages paidlg bas i s  generally ueed for 
report ing a11 other wages, The suggested language follows the  Federal 
amenrfraent i n  placing the l im i t a t i on  on a paid baeis, 

Tne provieion a l s o  l i m i t 8  tha  tax t o  the f i r s t  $3,000 per  ear regard- 
l e s s  of the  S t a b  i n  which paid. It c a r r i e s  out  t h e  recommendation of 
the  In t e r a t a t e  Conference of Employment Securi ty Agencies t h a t  an employer 
who pays a tax on the f i rs t  $3,000 pafd to s n i n d i v i d w l  f n  one S t a t e  need 
not pay an addi t ional  tax i f  the individualgs services f o r  that employer 



a r e  t rans fe r red  t o  another Sta te .  

Including wages paid ty a predeceesor i n  the l imi ta t ion  on the  amount of 
taxable wages i s  a nm:provis ion i n  this ed i t ion  of the  Manual which con-
forms with an amendment t o  the  de f in i t i on  of  wuage8Hi n  -n 1607(b) 
of t h e  Federal Unemp1o;nnent Tax Act i n  the  Social Security Amendmenlta af 
1950, Heretofore t h e  succeesor employer was required to pay contributions 
on the f i r s t  $3,000 he pa id  an individual ,  without any advantage t o  the 
worker. 


(d )  s e r i e n c e  racing.--Section 8(d)  provides a s~retemf o r  the  determPn- 
a t ion  of employers' contribution r a t e s  on the Laofo of t h e i r  ape r i enoe  
q i t h  quarterly pay-roll dec l ines .  The use of quar te r ly  pay-roll declines 
93 a measure of unemp10ymenPl risk i p l  based on the  sssumption t h a t  the 
hazard of unemployment exisba i f  an employer is  unable to  o f f e r  a8 much 
employment i n  one quar te r  a e  he  offered in the immediately preceding 
quarter .  Aa employment rSsos, pay r o l l s  r i s e ,  and rse t h e  volwrm of work 
offered by employere f a l l s ,  pay r o l l s  fall; i .e . ,  a pay-roll decl ine  
usually mema t h a t  workers have l o s t  t he i r  Jobs. 

The plan included here uses quar te r ly  decl ines  i n  t o t a l  pay roller (not 
t o t a l  taxable pay r o l l e )  as the  measure of each employerta experience 
with unemployment and ad jus t s  t h e  amount of revenue which is t o  be 
ra ised i n  any ye& t o  the  needs of the  program a s  measured by cur ren t  
reserves. Each employer's r a t e  i s  based on h i s  experience with declines 
i n  pay ro l l : ,  from quar te r  t o  quar ter ,  over a three- t o  f ive-year period. 
The ex ten t  of each quar te r ly  decline,  i . e . ,  the  d i f  ferencs between the  
t o t a l  pay r o l l  i n  one quar te r  and in t h e  precedfng quar te r ,  i a  reduced 
t o  a percentage bas i s  which i s  termed the fiquarterly percentage decline." 
If the pay r o l l  f o r  t he  quar ter  ending on September 3 waa $100,000 and 
the'pay m l l  fo r  t h e  quar te r  ending on December 31  was @o,oc#), the 
percentage decl ine  would he 10 percent. The avetoge of an eunployerpe 
percentage declines during the experience period i5 the experience indm 
which eetabliehes h i e  r e l a t i v o  experience a8 compared with other employerso 

Obviously, pay-roll deelinea do not re f fec t  the extant  of t h e  mmpPoy-
rnent experienced by individual  workers. Some workers whose separation8 
a r e  re f lec ted  by a decl ining pay r o l l  immediately obtain other  employ- 
ment'. Pin oshor cases when workere a r e  separated and experience unemploy- 
ment, them i s  no decl ine  i n  t h e  employer's pay r o l l  because he Pmmadi-
s t e l y  replacea the  separated workers. There i s ,  however, a dfat inc t  
advantage i n  not attempting to measure such unemployment. Under the 
charging p r o ~ e i o n a  of laws uafng benefi ts  o r  benefit der ivat ive@, &in 
e f fo r t  i s  made t o  iden t i fy  the  employer who should be held respona ibb  
f o r  a par t i cu la r  period of wemplopnent of a pa r t i cu l a r  individuel ,  No 
one ~olut-ilon has been found h anmer  thie problem of iden t i f i ca t ion .  
The reason i s  eimple; the unemployment of t h e  individual  does not 
ordinarily occur u n t i l  a f t e r  the  employer-einployee re la t ionship  ha8 
been broken. Except in c a m s  of p a r t i a l  o r  temporary unemployment 
individual  workers a r e  unemployed only when they have sevored t he i r  
connectfona with all employers. Pn consequence, the'nethods of charging 
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benef i ts  cannot resuJ& i n  an exact measurement of the experienca of any 
one employer. I n  contrasL, with the use of pay-roll declines,  there  can 
be no question t ha t  t h e  employer's experience measured-by quarterly pay-
m l l  declines i s  hfa  a p e r i a n c e  and no t  t h a t  of erne other  employer. More-
over, the  whole t m i s h  problem of charging employers f o r  par t i cu la r  
per icds  of unemployment of given individuals is avoided, 

While pay-roll decline8 do n o t  r e f l e c t  all separations due t o  t u n o v e r ,  it 
is aaaumed t h a t  separationrr due t o  turnover are ra re ly  caused by Baok of 
work3 ars B rule high turnover occurs i x ~periods of f u l l  employment and ira 
due t o  voluntary lgavinl: and t o  discharge fo r  misconduct. It i s  an open 
question whather such unemployment should be ref lected i n  an ind iP idud  
employer index, The removal, from the rate determination proceas, of 
questions of disqualifFcat.ion arising because d turnover eliminates one 
of t he  inberentwealcnsssee of r a t e s  based on benef i ts  o r  benefi t  deriva- 
t ives .  

h e  use of the quarLer kmm6diately preceding the quart= in which there 
is a decl ine  a8 a base f o r  weighking the  decla im represents a gain over 
other measures of t he  significance of an employerts experience, such ae 
the r e l a t i o n  of benef i ts  t o  a pas t  yearly pay r o l l  or an average three-
or  f ive-year pay r o l l ,  While the plan takes account of unemployment due 
tg a n  employerle f a i l w e  t o  maintain an employment level over a sho r t  
period of time, it does not hold hFol continuouely responsible f o r  the 
mahntsmce  of t h a t  level ,  It gives weight to the  trend of imployment 
offered by an employer and t h e  trend i s  important i n  r e l a t i on  t o  unem-
ployment rids, Since the declines represent changes over a ahort period, 
t e e . ,  from quarter t o  quar ter ,  rind a r e  reduced t o  percentage$, i n f l a t i o n  
o r  def la t ion w i l l  have l i t t l e  e f f ec t  on rates. The e f f ec t  of changes i n  
wage levels w i l l  be minirnizod because comparieone a r e  made only with the  
most recent quar ter  rather than wi. t h  a more remote period. 

%e plan laas t he  addit ional  advantage of administrative 'slimplfcity, Fenr 
proseelures a r e  neceeuaqy. The necessary records a r e  on f i l e  evld tho 
machinery fo r  contribution col lect ion should aesum t h e  accuracy of the  
ffgurecs. There irs no need f o r  a procedure for charging: benef i ts  paPd; 
no need f o r  notices t o  ployera on charges or f o r  prooedures f o r  appeal-
ing  charges. 

Another decided srdvwtagctt of t h e  plan irr &hat eliminates the eloae rela-
tionship which eixieta urldrsr most experience-rating ttystems between each 
benefif psymernt and aomet employer's ra te ,  Thie relatiloaahip fne.o8tab'ly 
leach Lo contsata on p enta;  i n  some S t a t a e  it has P e d  to 1agiaXatllve 
macbnmtrs to curb i l .  the  workemt rights t o  benefits in e mawlcar n o t  
consilstent with the pwpoeae of t h e  programo 

(I) Definitions, --Becauaa, atrrhfn termer have l imited meaning for the 
aont age defining them haa been incorporated i n  
the tsseotian, Paresgraph (1)provides definitions of tscomnpuhti.ondatesH 
@payrofl,w * q U l f y i n g  period," end ~ressrveperaentagedn 



-- ( A )  Computation date.---'he def in i t ion  i s  d ra f ted  t o  permit a three-mcnfi 
period f o r  r a t e  computation. Since the  process i s  simple, t h i s  should 
give the  agency time t o  annowxe r a t e3  wel l  i n  advance of the due d ~ t ei n  
a new r a t e  year. The def tn i t ion  assumes t h a t  r a t e s  w l l l  be f ixed for a 
calendar year because c r e d i t  against  the Federal unemnlopnent tax  i s  
allowed w i t h  respect  t o  a calendar year and employeref report ing prvb-
lems a r e  simplif ied if the  S ta te  and Federal tax years' a r e  iden t ica l .  

(0) Pay roll.--The def in i t i cn  of pay r o l l  i s  phrased i n  terms of remuner-
a t i on  ra ther  than taxable wages so t h a t  t he  experience of an  employer 
prior  t o  the  time t h a t  he became subject  may be used i n  r a t e  determina- 
t i ons  and t ha t  apparent decl ines  i n  quar te r ly  pay r o l l s  which would r e s u l t  
from the &3,000 annual LimitatAon on taxable wages w i l l  be  eliminated. 
The proviso c lause  i n  the de f in i t i on  of pay r o l l  s t a t e s  t h a t  f o r  the pur-
pose of determining the r a t e  of a newly subject  employer the de f in i t i on  of 
employment i n  force  a t  the time t h a t  ha becomes subject  sha l l  apply Lo aer-
r ice  performed f o r  him pr io r  t o  the date  on which he becomes subject, Thie 
implements the  p rov idbn  i n  sect ion 8(d) (3) which permite newly subject  
employers t o  have the* r a t e s  determined under experience-rating provisicns 
if a s  employing un i t s  y r i c ~ rt o  coverage they maintained records which can 
be used a s  a b a s i s  of the  determination. For example, i f  service fo r  nsn- 
p r o f i t  organizations should be brought under a S t a t e  l a w  i n  1951, a hoepi-
tal w i t h  i ts  pay-roll records i n  order could have the  immediate benef i t  of 
experience ra t ing.  Without the proviso, however, those records could not  
be used for  yearn pr lo r  t o  1951, It should be noted t h a t  t h e  proviso is  
l imi ted to r a t e  determination purposes and cannot be in terpreted as impos-
ing r e t roac t i ve  contributions.  

(C)  QualifSring period.--lhe quaPifging period is the  period in *ich t he  
emplaper accumulates the  pay-roll experience which i s  used a s  a bas i s  f o r  
h i s  r a t e  deterrpination. Ihe experience may be accumulated before o r  a f t e r  
an employing unit becomes an employes. Because pay-roll decl ines  averaged 
over f i v e  years are more representa t ive  than those averaged over three 
years, t h e  de f in i t i on  of qual i fying period i a  draf ted  i n  t e r m  of f i v e  
p a r a  f o r  employers who have employed individuals over a period of f i v e  
o r  more years. In  t h e  case of newly established employers, the  definition 
permite a qualifying period of not leas than th ree  years f o r  employers who 
do not  have f i v e  years  experience. Three years experience i s  the mfninmun 
which can be uaed under the  requirements of section 1602(a)(l)  of' the 
Federal Unemployment Tax Act. 

(D) Reserve percentage .--Reserve percentage i s  defined f o r  use in the 
r a t e  schedule as a shor t  cu t  f o r  the r a t i o  of t he  t o t a l  amount avai lable  
f o r  benefi t8 i n  &e unemployment fund t o  the  tot+ amount of pay r o l l s  
subject  t o  contribution. 

(2) Standard rate.--Paragraph (2) lislits the  operation of the experience-
r a t i ng  proviaions t o  years i n  which the reserve i n  the Sta t e  unemployment 
fund eqrrala ar exceeds 6 percent o f  t h e  State-wide pay r o l l  f o r  48s pear 
hmnadi3tely preceding the  computaUon date. It s e t s  t h e  latandard r a h  

(from which the r a t e s  a r e  varied on the  ba s i s  id' each emplayer'a wperriencs 
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with un~mplopen t )  at 2.7 percent, t he  equivalent of the  full 90 percent 
c r e d i t  against the 3 percent tax required under sec t ion  1601 of the  Federal. 
Unemployment Tax Act, and thus t h e  most p r ac t i c a l  r a t e  f o r  a S ta te  t o  use 
as a atandard. 

Making the standard r a t e  applicable to a l l  employers when t h e  reserves in 
the fund f a l l  t o  a specified l eve l  and basing the  variable ra te  schedule 
to b e  used i n  any par.t;icular year on the  condit ion of the f w d  are  methodrr 
of adjusting income t o  outgo. Using the  r a t i o  of reserve to pay r o l l  for 
t he  preceding year as the control  f o r  determining when no reduced ra.tes 
should ,e allonred and f o r  the se lect ion of t h e  achedule .to be used in any 
given year has t h e  advantage of adjuating the l eve l  of r a t e s  autornatfca1l.y 
t o  t he  po ten t ia l  l i ab i l i ty ,  i.e., t o  t he  wage c red i t s  of individuals covered 
by the  program. It gives a f lex ib le  r a t e  s t ructure .  The use o f  t h e  r a t i o  
of the amount I n  the fund t o  l a s t  pear 's  pay r o l l  i s  more desi rable  than the 
use of a do l l a r  amount i n  the reserve for the purpose of  adjus t ing r a t e  
l eve l s ,  The r a t i o  changes as contributions change and thus has current  
significance,  No matter hovr ca re fu l ly  a do l l a r  requirement i a  determined 
i n  the first place, i n c r e a ~ e si n  wage l eve l s  o r  i n  employment l e v e l s  and 
changes in  the benef i t  formula or  I n  the coverage pmvls ions  may quickly 
outmode ti do l l a r  requirement, Moreover, a fund-to-pay-roll r a t i o  w i l l  
nocreeul.t  i n  a reserve which is frozen becauae of t h e  necessi ty of mln-
talning i t  a t  the required l eve l .  

The f igure  i n  the t e x t  i s  i l l u s t r a t i v e .  Former d r a f t s  suggested a reserve 
balance of 7.5 percent of one year ' s  pay r o l l s ,  derived from the Federal 
standard8 f o r  reduced r a t e s  under reserve-account laws i n  sect ion 1602(a) 
(3)(C) of Lhe In te rna l  Revenue Cod* (2.5 percent of three yearat peg. r o l l s ) *  
A lower balance f e  appropriate lritli a pooled fund law. Recent experience ' 
shows that cos t s  mar a period of years may average 2.5 percent or mWe-ofg* 
pay r o l l s  in only a fm States.  me d r a f t  suggeerts a reserve r434uf$enlsy1% 
of 6 percent of taxable, payrolls  because t h i s  l e v e l  apprbxlmaf!6& 3'Lfmber 
#e estimated long-range benef i t  costs  f o r '  t he  count@{ab 'a whole; 'I%$ 
reserve percentage required for a m  reduced"rate8'under a 'State law shod-d 
have a definite re8stiLonship a180 ti, bene f i t  c o s b  i n  t9ie Stater, agtarageid 
ovep a period of year$$ in Sbatee fti which benef i t  cos t s  in r e l a t i on  %a 
-able pay ro i l 6  ha3e'been low, a safe  reserve requirement rnigh% ba even' 
l m e r  than 6 percent while in high-cost States, 8 percent or more d g h k  be" 
more realistic. 

If a State wiaheo t b  use a single r a t e  schedule, the safew f ac to r  might 
well  be set as the greater of (1) three times %he avgrage annual bene f i t  
p a p n t a  in the Past f ive  years o r  (2) 6 percent of the State-wide, pay r o l l '  a 

subJect %o contributions f o r  the  year immediately preceding the  computaffm' 
data, Such a provtefon gfvee ameidera t ion  t o  t h e  rclatfwnship of t hev  
reserve b o a  t o  the benef i t  costa averaged over a period of year£$and bo 

caawed by recent t e~ rab l e  pay r o l l s o  

.--Paragraph (3) provide8 the conditions under which 
ef s r a t e s  detgmined crr the baeia of their expledencts 

and the procedure f a r  satcrtoomputcrtion, Only emplcrprrs who Itnave employed 





Comentary - Sect ion  8 ( d )  (3)  

To meet t h e  requirements o f  the a d d i t i o n a l  c r e d i t  p rovis ion  of t h e  
Federal  Unemployment Tax Act a t  least t h r e e  r a t e  c l o s s e s  should be pro-
vided. The number of different r a t e s  and t h e  a c t u a l  r a t e s  assigned w e  
m a t t e r s  for S t a t e  de te rmina t ioh .  While admin i s t r a t i ve  cone ide ra t ions  
may i n d i c a t e  t h e  d e s i r a b i l i t y  of only a few r a t e  d i f f e r e n t i a l s  Mthfn  
t h e  limited span of m a x i m u m  ani minimum z'ates, t h e  d i f f e r e n % i a l s  shonldl 
be numerous enough t o  r e f l e c t  v a r i a t i o n s  i n  t h e  employers' experiencee 
W i t h  m a y  r a t e s ,  the i n t e r v a l s  between them must be small and slight 
v a r i a t i o n s  in employer experience w i l l  no t  result i n  wide d i f f e r e n c e s  .In 
rates, which may be more equ i t ab l e  than the l a r g e  v a r i a t i o n s  which r e s u l t  
when t h e m  a r e  few r a t e s .  

( 4 )  Estimated pay-rol l  --Paragraph ( 4 )  enables the agency t o  pro-
ceed wi th  r a t e  determina en no r e p o r t  i s  s u h i t t e d  by an employer 
o r  t h e  r e p o r t s  submitted a r e  i n s u f f i c i e n t  o r  i n c o r r e c t ,  The camnissianes 
may estimate the pay r o l l  on t h e  b a s i s  of  t h e  b e s t  evtdence available Lo 
him, and must notif 'y t h e  employer of the es t imate  by regis tered uuil, 
For admin i s t r a t i ve  convenience, t h i s  es t imate  would be i n e o r p r a t e d  in 
the f i rs t  delinquency n o t i c e  s e n t  t h e  employer a f t e r  t h e  computation 
da te .  Unless t he  employer sends i n  a cor rec ted  and s u f f i c i e n t  r epor t  
wi th in  f i f t e e n  days,  t h e  agency w:L11 use  t h e  e s t ima te  as t h e  basfa of 
t h e  determinat ion.  Any r a t e  determined on t h e  b a s i s  of such an estirufbte 
can tx increased  but  not  decreased on t h e  basis of l a te r  information,  

( 5 )  Transfer  of experience,--One of t he  most complex i s s u e s  i n  experi-

-. ence r a t i n g  i s  the queot ion  o f  assignment of rates when a busfLnesa is 
sold.  If a buyer was not  an employer before  he purchased a business, 
should he have a new rate o r  should the law pe rmi t  him t o  have his ra te  
determined on t h e  b a s i s  of h i s  pqedecessoris  experience? If the  buyer 
was an employer p r i o r  t o  t he  purchase, should h i s  r a t e  t h e r e a f t e r  be  
determined on the  b a s i s  of a combination of his experience and the 
predecessor ' s  experience? If t h e  predecessor ' s  experience 5.3 bs 
used i n  computing a successor employer's ra te ,  t h e  p redecesso r fa  record 
for the q u a l i f y i n g  period must be t r ans fe r r ed  t o  t h e  new emqboy.w, 

The i s s u e s  ~ w r o u n d i n g  a t r a n s f e r  of t h e  record  are simple i n  ina tanoas  
in  which a whole bus iness  e n t e r p r i s e  i s  so ld  t o  one purchaser.  Ti.lrqy ass 
d i f f i c u l t  i f  segments of a bus iness  a r e  so ld  t o  s e v e r a l  buyem or i f  
only .a por t ion  i e  s o l d  t o  one buyer. I n  t h e s e  in s t ances  there is a l m y s  
the q u e s t i o n  of how the  exper ience- ra t ing  record is to be d i v i d e d  Bwrong 
the pmdeceaeor  and kjuccesaor employers. Because of t h e m  dif f icul t ies ,  
paragraph (5)  i s  l i m i t e d  to t o t a l  t r a n s f e r s .  

Transf era o f  bus iness  occur with such frequency t h a t  redertermination of 
rsuccesaoraf r a t e s  a s  of t h e  d a t e  of t r a n s f e r  i s  admfniatrativeZy d i f f i -
c u l t .  I n  t h e  i n t e r e s t  of a impl ic f ty ,  t h e  paragraph q e c i f i e s  %haL i f  
t h e  succeasor  was an employer before  he bought t h e  predscessorts b u s h e m ,  
ha cont inues  until t h e  end of t h e  c u r r e n t  r a t e  year a t  t h e  rates asaimed 
him p r i o r  to  t h e  purchaee. I f  he was n o t  an employer u n t i l  a f t e r  the 
purchase, h i s  rate until the end of t h e  c u r r e n t  r a t e  year %a &a% of the 
predecessor ,  o r  i f  t h e r e  were s e v e r a l  p redecessors  w i  Lh dS.f f e r i r ~ gxatALslls, 
the highest  of these  rates. 



Cormentarq- - Section 8(d)(Q) 

Notif loatlon and r ede t e rmi~ t1on . - - I t  I $  e s sen t i a l  that the paw( 6 )
make provision f o r  a d m t r a t i v e  review of aonteeted r a t e s  with o p p o r  
tuni ty  f o r  a fair hearing. Paragraph (6) providee t h a t  anployers s h a l l  
be nc t i f i ed  of t h e i r  r a t e s  so tbat tkrey may lYle app l ica t ion  f o r  review 
and redetermination; t ha t  they ahall  be granted a reasonable opportunity 
fo r  a fair hearing, and no t i f i ed  of the  resu l t s .  Qny redetcelmr2na;ion of 
a r a t e  o r  den ia l  of r e v i m  is f l n a l  unless a p e t i t i o n  f o r  Judic1a.i review 
i s  f i led  i n  the court  within f i f t e e n  days. h e  number of isauea on which 
employers may conteet r a t e s  i s  fewer under an experience-rating plan 
based on pay-roll decl ines  than under plans using benef i ts  a8 a measuse 
oft experience. The' f i f t e e n  days which a r e  allowed before a redeterminor- 
t i b n  o r  denia l  of review becomes f i n a l  should give an employer adequab 
t im f o r  f i l i n g  a pe t i t i on  f o r  Jud ic ia l  review, 

(e)  Financin benefits aid t o  State employees, --Section 8(e) provide8
a p e c i a  financ ng o+ ~ ~ & ~ l t sp a i r t o  state employees on a pay-as-you-go 
basis .  Under this provision the State dpes not pay contributions as do 
o the r  employers but relmbureos the agenc;r f o r  the  bene f i t s  paid State 
employees on the  ba s i s  of S ta te  wages. 

2118 fact tha t  the  actual contributions paid by t h e  State  may represent  
a r a t e  of contributions below 2.7 percent w i l l  not jeopardiae conformity 
of t h e  State  law ulth the requirements of section 1602 of t he  Federal 
Unemployment Tax Act, s ince  the term Wperson," as wed in sect ion 1602(a) 
and (c)(l) and a8 defined i n  section 1607(k) i s  construed as not including; 
a State. 

Such a system of f inancing could be e f fec t ive  f i f t e e n  day8 a f t e r  enactment, 
The S t a t e  need no t  be required to ff1e.wage =ports  quar ter ly ,  but  could 
f i l e  them on request of t h e  agency, a f t e r  a claimant h6ia filed 8 request  
f o r  determination of insured s t a tu s  m a notice of unemployment. Appropri-
ate regulaticna would be requined se t t i ng  fo r th  the du t ies  of the  State 
w i t h reapect  t o  wage recorde, separation notices, etc.,  t o  the atmt t h a t  
they d i f f e r  from those of other employers. In aome States it may be feagl-
i b l e  t o  extend coverage t o  municipal employees In a sfadlar manner. 



ComentarJi - Section 9 

This aection preacribes methods fo r  the  col lect ion of delinquent and 
contested contributions. Procedures f o r  routine col lect ion should be 
provided by regulations adopted by the commissioner pursuant t o  sect ion 
8(a )  under which contributions become due and payable, More spec i f ic  
s t a tu to ry  au thor i ty  i s  needed, however, f o r  the procedures t o  be used 
i n  co l lec t ing  contributions when the  employer e i t he r  f a i l s  to  make pay-
ment o r  contes ts  h i s  l i a b i l i t y .  Section 9 i s  designed t o  provide t h i s  
authori ty.  

(a)  I n t e r e s t  on past-due contributions .--Section 9(a) provides the  
i n t e r e s t  r a t e  t o  be assessed on contributions whlch a r e  not paid by the  
due date. For s impl ic i ty  of adndnistration, i n t e r e s t  on contributions 
delinquent only a f r ac t i on  of a month i a  the same a s  fo r  a f u l l  month. 
The inLerest  on past-due contributions i s  intended t o  compensate the  
S t a t e  ;lor any l o s s  which it may su f f e r  because the  payment of the con-
t r i bu t i on  was delayed, and t o  provide an incentive fo r  prompt payment, 
Section 9(a) spec i f i c a l l y  provides t h a t  the i n t e r e s t  collected on delin- 
quent contributions be deposited i n  the  unemployment fund and thus made 
avai lable  f o r  benef i t  payments. 

(b) Collection by suit.--Paragraph (1)  authorizes the  col lect ion of 
contributions by c i v i l  ac t ion i n  the  name of the commissioner i n  case 
of defau l t  on t he  p a r t  of an employer. It imposes costs  on the employer 

--.. if he i s  adjudged i n  defaul t .  It gives the s u i t  p r i o r i t y  on the court 
calendar over a l l  other c i v i l  act ions except pe t i t i ons  fo r  jud ic ia l  
revlew of benef i t  decisions and cases a r i s i ng  under the workmen's com-
pensation law.  This p r i o r i t y  given act ions  fo r  col lect ions  of contri-  
butiona may enable the c o ~ s s i o n e rto  co l l ec t  amounts which might become 
wholly uncol lect ib le  a f t e r  a few months delay a s  i n  the case c f  an 
employer who i s  uear bankruptcy o r  i s  about t o  leave t h e  State.  

(2) and (3) Collection of contributions from -out-of-State employers .--
Paragraph (2)  provides procedures f o r  col lect ing delinquent contributions 
from out-of-State employing uni ts .  The need a r i s e s  when nonresident 
employers which have o r  have had workers performing service  i n  the  State 
fa i l  to pay contributions on such service  or when an employing u n i t  
moves to another S ta te  without making the required contributions f o r  
service  performed f o r  N m  while he was res ident  i n  the State.  m e t h e r  
or  not a Sta t e  i t 9  required under the  f u l l  f a i t h  and c red i t  clause of the  
Federal Consti tut ion to  en te r ta in  s u i t s  by another S t a t e  fo r  contribu- 
t ions  due under the  employment secur i ty  l a w  of the l a t t e r  State is no t  
e n t i r e l y  clear. There would seem t o  be l i t t l e  doubt, however, t h a t  a 
S t a t e  lrill enforce the  judgment of anothkr Skate f o r  contributions due 
under i t a  l a w  i f  it has personal Jur i sd ic t ion  over the defendant, 

Paragraph (2) a l so  permits the  S t a t e  t o  obtain personal Jur i sd ic t ion  over 
such nonreeident employers. The out-of-State employer i s  deemed to have 
appointed the eearetary of atote (or  other designated State o f f i c e r )  as 
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an agent or  a t torney f o r  him fo r  the acceptance of service  incident  t o  
any c i v i l  ac t ion t h a t  may be taken i n  connection with the  S t a t e  employ-
ment secur i ty  law. I n  other words, .Lhe se rv ice  of process on a S t a t e  
o f f ice r  a s  an agent f o r  the  out-of-State employer i s  a subgt i tu te  f o r  
personal service,  With such a provision a S t a t e  w i l l  be ab le  to obtain  
personal ju r i sd ic t ion  over out-of-State employere and, on t he  bas i s  of 
t h a t  ju r i sd ic t ion ,  personal judgments f o r  contributions owed can be 
recovered i n  i t s  o m  courts. Such judgments then become the  b a s i ~ ,  f o r  
s u i t s  i n  the  S ta tes  where the  defaul t ing employers a r e  found. 

P a r a l ~ a p h( 3 )  d i r e c t s  the courts of the S ta te  to en t e r t a in  s u l t s  f o r  tke  
coll-ecLion of cmt r ibu t i ons  or  i n t e r e s t  due under the employment securfky 
law of another S ta ta  or  of the Fedcral Government, T h i s  provision i s  
recornended to  afford accees t o  the S t a t e  courts  by another Sta t e  which 
has not  adopted a provision similar t o  paragraph (2). 

( 4 )  Protection %gainst  restrain^^ orders.--Paragraph ( 4 )  protecta my 
c i d l  suit i n s t i t u t e d  by the  commissionerfor the  col lect ion of contri-
butions by prohibi t in€ t h e  court  from enter ta ining any s u i t  o r  ac t ion  
o r  d e c h r a t o r y  judgnzn: -. 'dch would forestal l ,  restrr*in, or  delay t h e  
col loct ion of contr ibul i r~nsor  x o u l d  substitu'co any other co l lec t ion  
~rocerjilre, and from i a m f n g  any arit or  process which would have the  
same e f fec t .  

(c )  ? r i o r i t i c s  under d i s s o l u t i o n s  o r  distributions,--This subsection 
establidhes the  order  o f  p r i c r i t y  fo r  t:ie claims of t h e  S t a t e  f o r  con-
t r i bu t i on  indebtedness of an cniployer when his business i s  ciissolved 
or  his as se t s  are  dis t r ibuted.  It makes the contribution c l a m  second 
only t o  awage  claim when noithor claim has been reduced t o  a l ien .  The 
order of p r i o r i t y  i s  as follows t (1)c l a i m  f o r  wages; (2) c l a i m  f o r  
unemployment contributions and i n t e r ea t ;  and ( 3 )  other claims i n  t h e  
order of p r i o r i t y  provided by other provisions of law. In  vim of the 
s o c i h  purposes of employment secur i ty  l eg i s l a t i on  there i s  sound bas i s  
f o r  the  recornendation t h a t  contributions and i n t e r o a t  owed the  agency 
be given preference over other S t a t e  taxes, which i n  turn are usual ly  
given preference over pr ivate  c l a i m ,  The reason f o r  the  preference of 
wage claims over contribution claims i s  obvious, It would be hconsia2F 
en t  with the objectives of the Act t o  require payment of an employerva 
contributions from money due h i s  workers as wages, 

Under Federal l a w  (United S ta tes  Code, t i t l e  31, sect ion 191) a Federal 
claim f o r  unemployment taxee is  given p r i o r i t y  over a S t a t e  claim f o r  
contributions i n  the  distribution of asse t s ,  Any claim f i l e d  by t h e  
Federal Government, therefore,  would have to  be paid i n  fill before any 
other  non-lien claime. T"ne purpose of sect ion 9 ( c ) (2 )  i s  t o  establish 
a p r i o r i t y  f o r  payment of contributiona due the S t a t e  i f  the payment of 
such contribution8 w i l l  e s t ab l i sh  a c r ed i t  agains t  a p r i o r  Federal c8d.m, 
Under the o f f s e t  provieiona of the Federal a c t ,  contributions due the , 
State ,  if paid, would be credited against the  amount of the Federal 
claim fo r  unemployment taxea. The establishment of this c r e d i t  for eRa 



Rcf~mIs,--Under paragraph ( I ) ,  the  commissioner may une his dis-(d)  --..--.
cret iol l  i n  deternllnhg vhethor contributions found t o  be erroneously 
p2.i.d zhould be refunded o r  credited against  the employer's future pay-
mont3, Fn each case vrithout i n t e r e s t .  Tine refund o r  the  crcxiit con be 
~ ? . d eon the appl icat ion of an individual  or on the i n i t i a t i v e  of t h e  
comi.snioner. The period within which an application must be made i s  
fixod as one of two dates ,  vhichever i s  l a t e r r  within three  years  from 
the l a s t  day of the  period with respect  t o  which the  payment was mxla 
or v l t h i n  one year from the date of the  erroneous payment. A t h e  limit 
fo r  f i l h g  an appl icat ion f o r  refunds i s  an a d m i n i ~ t r a t i v e  necetssity 
s ince  contribution records cannot be preserved indef ini te ly .  The tilm 
l i m i t  may b e  wnimd,  however, t o  allow refunds t o  employers who have 
inadvertently paid t h e i r  contributions t o  the wrong State. It is im-
portnnt that ouch employers should no t  incur double l i a b i l i t y .  

Under most S ta te  employment secur i ty  l a w s  the  refund period begins t o  
run e i t h e r  as of the da te  on which payment was made o r  as of the last  
day cm vhich t he  employer could have paid contributions f o r  t h o  period 
concerned without having been delinquent. Although something of this 
Wuo daten concept has been retained i n  t he  d r a f t  provision, it has 
been modified so t ha t  the  refund period runs from t h e  Past  day of t he  
period v r i  t h  respect  t o  which the payment was made. This modification 
r r l l l  eliminate any ambiguity vhich mlght a r i s e  where the  payment wcbe 
never i n  f a c t  due. The axclusive use of e i t he r  the  date of payment or  
of the end of the  period f o r  which payment was made i s  not  recomended. 
Reliance sole ly  on t he  date of payment discriminates against  t he  employer 
who pays contributions promptly since the  delinquent employer h e  fi 
e f f e c t  a longer period i n  which t o  claim a refund. On the other hand, the 
cxclusive usa of t h o  other concept prevents the  making of refunds where, 
by reeson of l a t e  payment, the  refund period expires before payment 1% 
m.d@. To meet these objections the provlaion incorporates both concept8 
<and reduceg, although it does not  eliminate, the advantage given the  
employer who does not pay promptly. 

A sentence is  included t o  the e f f ec t  t h a t  there shall be no refuncia o r  
c red i ta  for '  contributions which were due under the Paw a t  the  time at 
r~h ich  they were paid. A change i n  contribution or coverage provisions 
does not  make contributions paidCunder the  previoua prcsviaionss wromeaue 
payments. 

(2)

Under 
of t h  
not ice  of re jec t ion  muat be eent  to- the  emplayer who then has ar f i f t een-
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day pzriod i n  which he rrsw appeal Ps the  board of review, giving the  
reasons fo r  h i s  appeal., 'dhe f i f t e e n d a y  period begins with the  da t e  of 
mailing or del ivery of the notice. The hearing8 a r e  t o  be held i n  
accordance with the  proceedings desckibed in aection 9 ( f )  on contribution 
hearings before the  board of redew, 

Admlnletrative procedures fo r  collecA.on of delinquent contributionu,-- 
The col lect ion of taxes i a  recognixed as an administrat ive r a the r  than a 
jud ic ia l  function with the ro l e  of t he  court being t h a t  of a review body 
t o  e a f e g u d  the  r i g h t s  of the taxpayer. Experience has shown t h a t  in 
order t o  f u l f i l  this administrat ive respocs ib i l i ty  l eg i s l a tu r e s  must 
author ize  t he  tax-collecti.on agencies t o  uae aomewhat summary procedures 
f o r  the  enforcement of tax coUections. The use of the courts  does not 
seem j u s t i f i e d  when t he r e  i s  no diupute as to  l i a b i l i t y  or when court 
costa would be high i n  r e l a t i on  t o  the amqunt involved. 

In general out l lne ,  t h e  prouedure follows established procedure used i n  
many S ta tes  for tax-collection purposes, Where procedure d i f f e r8  f o r  
other areas  of tax col lect ion,  the  language should be adapted t o  conform 
to those procedures, 31s p i t e  of the  s v character  of the proceedlngre, 
the  employer's r i g h t s  w a  protected by not ice  and opportunity f o r  hearing 
i n  all except the  final a d d n i a t r a t i v e  8tep provided I n  aection 9(e). 
Even here t h e  inclusion of auch pmtec t ion  may be adviaable. 

( e )  Asaecssments;-Parercaph (1)glvea the  comsliasioner author i ty  t o  
i s sue  assessment6 f o r  contributions and i n t e r e a t  due when employere f a i l  
to pay t h e i r  contributiona under the routine procedures. If the employer 
has submitted a cor rec t  repor t  bu t  has not paid h i s  contributions, t he  
assessment i s  based on that report .  If he has no t  sen t  i n  a repor t  or  if 
h i e  repor t  i s  incor rec t  o r  i n su f f i c i en t ,  the commiseioner makes an aastses-
ment on the  ba s i s  of whatever ln'formation the  employer has subnlttgd or  
on t he  bas i s  of an estimate. I f  the l i a b i l i t y  of t he  employer or  t he  
coverage of service  performed f o r  him has been determined .under para-
graphs (2), ( 4 ) ,  or  (5)  of seotion 7(a) and i f  the  determination ha8 
become f i n a l ,  t h a t  determination i s  conclusive in any l a t e r  aesessmanf 
proceeding, t o  the extent  provided i n  section 7(b). The commissioner 
must give the  employer a m i t t e n  not ice  of t he  assesamant and the employer 
may appeal an asssasment t o  t h e  boerd of review within f i f t e e n  days a f t e r  
the  not ice .of  the assessment was mailed or delivered t o  him. I n  f i l h g  
hi8 appeal t he  employer seatea his grounds f o r  W n g  the  appeal and t he  
proceedings .are held i n  accordance Kith t h e  proviaions of sect ion 9(f ) . 
(2) Jeopardy assessments.-Paragreph (2) authorizes the c d a s i o n e r  
to ignore the time al3ewed fo r  making repor t s  or paylng contributione 
i n  caaes i n  uhich he deeermines t h a t  any co l lec t ion  of contributione o r  
i n t e r e s t  dl1be endangered i f  he delays an assessment, In such cases 
he ma,y imndirrtelp aaseas the  contributions and i n t e r e s t  and give wr i t t en  
not ice  of t h e  assessment to t he  employer, llhen an assessment is made 
t h e  emplayer'a Fight to appeal t o  t he  board of review i s  conditioned upon 
hie  meking the pcqyment o r  upon his g iv ing  appropriate secur i ty  f o r  
peyment. 
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:iled wlth--clcrk of court.--Paragraph (3) represents( 3 )
the l a s t  administrative stop which t h e  agenqy my take,  

A : ; ~ t : : 3 s i w ~ l ;--..-. 
smrt of court 

ac t ion,  I n  it3 efcor t  to  co l l ec t  contributions from a delinquent employer. 
This paragraph authorizes tho commissione;: to f i l e  a ce3-tificate of 
assessment with t h e  c le rk  of the court  of the county i n  w-hich the  em-
ployer has h i s  principal. place of business and t o  f i l e  copies of the 
c e r t i f i c a t e  i n  any other counties where he has r e a l  or personal property, 
i f  he f a i l s  t o  pay the amount assessed against  him and if the  time f o r  
j u d i c i ~ lreview has expired o r  i f  fu r the r  deley w i l l  jeopardize collec- 
t ion.  When the c e r t i f i c a t e  i s  duly f i l e d  and recorded, the  amount of 
the assessment becomes a lien upon the employertsproperty. 

( f )  Hearings before t h e  board of review.--Section 9 ( f )  'provides a bas i s  
f o r  hearings before the board a f  review on appeal from decieiona of t h e  
c o d s s i o n e r  on refunds o r  assessments, The r i g h t s  of the  employer and 
the  commissioner a re  protected with a l l  the  safeguards provided i n  the 
case of appeals on claims, and the board of review is  authorized t o  
make findings of f a c t s  and conclusions of law on the  basis  of Prfiich it  
may affirm, modify, o r  reverse t he  act ion of the c o d s s i o n e r .  Both 
pa r t i e s  must be no t i f i ed  of the 'dec i s ion  and the  reasons therefor. The 
decisiem becomes f i n a l  i f  no appeal i s  taken t o  the  court within f i f t e e n  
days. 

(g)  Judicia l  review.--Section 9 ( g )  describes the procedure t o  be 
f o l . l o . b z e n  t h e  decision of t he  board of review on an assessment or  
refund i s  appealed t o  the  court, by reference t o  sect ion 6(i) which pro-
vides jud ic ia l  review of administrat ive determinations on benefi ts .  
Jud ic ia l  review of determinations on contributions may, i f  the cour t  so 
orders, be conditioned upon a requirement that the employFng u n i t  f i l e  
n bond o r  other secur i ty  i n  an amount fixed by the court. 

(h)  Conclusiveness of determinations.--Section 9 (h )  is designed t o  p r e=  
vent t h e  reopening of quesfions of coverage i n  connection with appli- 
ca%ions for  refund o r  c r ed i t  i f  t he  coverage question has been previously 
de t e rdned  i n  connection w i t h  a suit f o r  the col lect ion of contributions, 
or  i n  the course of assessment proceedings, Some questions, other than 
coverage, may be reopened under t h e  d r a f t  language; f o r  example, appli- 
cations f o r  refund could reopen questions on pay r o l l  and the  amount of 
contrf butions . 
(i) Liab i l i t y  of successor f o r  c h r i b u t i o n  debt of predecessor.--Wha, 
an employer who owes -the agency fo r  contributions mnkss a sa l e  ih bulk 
of his business to  another employer, some provision ie needed t o  give 
the agency unconditional recourse f o r  the  unpaid contributions against  
the buyar and the  property tranlsferrsd, Section 9 ( i )  establ ishes  t he  
l i a b i l i t y  of a successor employer, who has acquired an organization, 
trade, o r  business o r  a zube)tantia.l part of the azrsetcl of another 
employer, fo r  any contributiona or i n t e r e s t  tha t  the predecessor may 
owe t h e  agency and makee the amount of the 1iPibflity a l i e n ,  with f i r s t  
p r io r i ty ,  against  the acquired property md aasots. The buyer is pro-
tected by a claueb nNch limits t h e  Piability to m a n  mount not to 
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exceed the reasonable value of the acquired organization, trade, 
business o r  asse tsbn  A proviso clause s t a t e s  tha t  the l i e n  on the 
property sha l l  not be valid against someone who, i n  good f a i t h  and 
wlthodi knowledge of the lien, acquires an in t e res t  i n  the property 
from the first buyer, 

The subsection d i r ec t s  thercommissioner t o  furnish the euccessor, upon 
request, a wri t ten atatement of the amount of the contributions and 
i n t e r e s t  due or accrued and unpaid by the predecessor mployer a t  the 
time of the acquisition. The atatement is  f i n a l  as t o  the  maximnun 
amount of the l i a b i h t y  and the l ien.  

( 5 )  Contributions paid i n  e r ror  t o  another State.--Subsection (j) 
furnishes employers re l ief  from the accrual of in t e re s t  on delinquent 
contributions in cases of contribution payment8 t o  the wrong State,  
This l a  conaisten% with the provisions of section lbOl(a)(C) of the 
Federal Unemployment Tax Act, 
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UNEMPLOYMENT FUND 

It, i s  e s sen t i a l  t h a t  the taxes or  contributions col lected f o r  f inancing 
unemployment benef i ts  be s e t  apa r t  and safeguarded against  expenditure 
f o r  purposes other than those specified i n  the  Act. Section 303(a)(4) 
and (5) of the Social  Securi ty Act and sect ion 1603(a)(3) and (4)  of 
the  Federal Unemployment Tax Act require  t h a t  the Sta te  law protdde such 
safeguards. Under these sect ions  the  S t a t e  law must require immediate 
deposi t  of  contributions and other money received i n  t he  S t a t e  unemploy- 
ment account i n  the  unemployment t r u s t  fund i n  the United S ta tes  Treasury 
and must limit withdrawals t o  money necessary f o r  unemployment benef i t s  
and ~ p e c i f i e d  refunds. I n  194.6 these aoctiona were amended t o  permit 
the  S t a t e s  t o  use ce r ta in  amounts i n  t h e  payment of cash benef i t s  with 
respect  t o  d i sab i l i ty .  I n  l i n e  with the  requirements of t he  Federal 
a c t ,  therefore,  this sect ion es tabl ishes  a n  unemployment fund, specif iee  
the items comprising the  fund, imposes upon the commissioner the  respon- 
s i b i l i t y  f o r  the maintenance of the fund, spec i f i es  t he  accounto t o  be 
maintained, imposes an ob l igauon  f o r  immediate deposit  of rece ip t s ,  
and authorizes withdrawal from the fund f o r  t h e  payment of benef i ts  and 
f o r  specif ied r e f h d s .  

(a) Establishment and control  .--This aubaection es tabl ishes  a fund which 
i s  separate and apar t  from all other State o r  public funds. It place8 
all r e spons ib i l i t i e s  i n  connection with t h e  unemployment fund upon the 
head of t he  employment secur i ty  agency, ra ther  than naming as custodian 
the  S t a t e  t reasure r  o r  some other S t a t e  o f f i c e r  o r  employeeo Thia i s  to 
avoid duplication of work by State agencies and S t a t e  t reasurers ,  and 
uncer ta inty  and controversy a s  t o  the  functions and respons ib i l i ty  of 
each. If there  are  const i tu t ional  reasons o r  specia l  conditions which 
make it necessary o r  advisable t o  designate t he  S t a t e  t reasurer  as 
t r easure r  and custodian of the fund, the  l e g a l  au thor i t i es  of t h e  S t a t e  
should be consulted concerning the necessary l e g i s l a t i v e  language. 

Items deposited i n  the  fund.--The sect ion spec i f ies  t he  itexw which are 
b const i tu te  the  fund, i.e., all contributions collected under the Act; 
i n t e r e s t ,  f i ne s ,  and penal t ies  paid by employers because of delinquency 
i n  paymenta ars wel l  as i n t e r e s t  earned upon any money deposited i n  the  
fund; property or securities (and any earnings from such property oru 

secu r i t i e s )  t ha t  may have been received i n  l i e u  of money pabyllenta t o  the 
fund; and a l l  funds recovered on losses  s u s t d n e d  by t h e  fund* Specific 
reference i s  made t o  the  inclus ion of any money advanced from the 
Federal unemployment account i n  the unemployment t r u s t  fund under t he  
provisions of t i t l e  XI1 of the  S o d a 1  Security Act, as amended. A catch-
a l l  clause Mall money received f o r  the fund from any other sourcen ahould 
insure  the depoeit  i n  the fund of such i t e m  BE! pegmenta received under 
a reciprocal  plan for  compensating I n t e r s t a t e  workers. 



----- 

--- 

Pooling of nmey i n  the fund.--The l a s t  sentence i n  sect ion 10(a) pro- 
vide3 that a l l  money i n  the  fund s h a l l  be mingled and undivided. This 
places emphasis on the  pooling bf a l l  funds f o r  benefit-payment purposes 
as contrasted with a system under which t he  contributions paid by nny 
one employer are  s e t  as ide  i n  a spec ia l  reserve t o  pay benef i t s  t o  his 
enploysks and are no t  avai lable  f o r  payments t o  other insured workeru, 
This idhntification of the  unemploymsnt fund a s  a pooled fund means 
t h a t  t h 2  experience-rating provisions of t h e  law must meet tho require-
msnts of sect ion 1602(a)( l )  of the  Federal Unemployment Tax Act i f  the  
c,-$players i n  the! S t a t e  are t o  receive addi t ional  c r e d i t  f o r  reduced 
rates of contxdJ,but!.ons. 

( b )  Accounts and dc;pogit.-This mbscction dircc5s the  commissioner t o  
t?ai r . t%~nt h m c  3epmai.e occowts  within the  f ind,  a c lea r in?  e.ccount, an 
unemp1c:-cent ta-ust, f w d  account, and a benef i t  excount. The lnaintenance 
of 7cparaCve btrJc accounts f o r  the clear ing account and the  benef i t  
?ccoun-k and ti12 wxlntenance of separate custody accounts f o r  c o l l a t e r a l  
p l t d z c d  f o r  the  p ~ o t c c t i o a  of the  fund f a c i l i t a t e s  audit by t he  Federal 
r u t b ~ r i k i c st o  ~ s r i f ythe staturr of the  fund and t o  detex-mine whether 
-Ll i>  pro KIsj-ons of the  Soc'iczl. Securlty A c t  and the  Federal Unemployment 
7 - ,: rict ;IT b c b g  colplieci, w i t h  and ;.he'l;her t h e  Federal standards with  
r ' c : : ~~ c tT,O colLntoral security are being met. 

Cormennntion of the b t d ~f o r  service.-Because of the  requirement t h a t  - -i_l----

col.lecxions under the ~ X a t eh i  r r i u s t  be deposited immedlatd.y i n  the  
unmploymsnt t n s t  fund i n  the  United Staterr Tre-rury anri money al.th-
d r z a  thercfrpx ohs l l  be used only f o r  purposes of k-mefit  , p p e n t s  and 
~ p c c i f i e d  refxnds, i t  i s  not  possible fo r  the S t a t e  t o  malntoin balances 
of unu~?loymsnt insurance money su f f i c i en t  t o  compensate the  banks f o r  
the-fr services  i n  connection w i t h  the separate accounts. Kowsver, under 
arrangements made r r i th  t h e  Treasury Department, t h a t  Department w i l l  
maictain a balance of Treasury funds i n  the  depositary banks as a basie  
f o r  asrvic ing benef i t  and c lear ing accounts. The Treasury requires  the  
mafntonwce of t h e  separate accounts before it K i l l  place a balance i n  
the bank f o r  t h i s  purpose. 

Character of the  separate accounts.--The clearing account i s  f o r  the  
temporary and immediate deposi t  of a l l  money paid t o  the fund. While 
Wle money i s  on deposi t  i n  the c lear ing account, t he  agency has an 
opportunity t o  c r ed i t  a l l  r ece ip t s ,  pending clearance of checks, and t o  
make correct ions  f o r  uncollected items. 

When clearance i s  completed, the  money must be deposited immediately 
with the  Secretary of the United S ta tes  TYeaeury to the  c red i t  of t he  
S t a t e f a  account i n  the unemployment t r u s t  fund, established under 
sect ion 904 of t h e  Social  Secur i ty  Act. Because of the  inmediate deposit  
requirement8 i n  the  Social  Securi ty Act and the Federal Unemployment Tax 
Act, the  requirement in this sect ion is  made *notwithstanding any pro-
visions of l a w  i n  t h i s  S t a t e  r e l a t i n g  t o  the  deposit ,  administration, 
re lease ,or  disbursement of money i n  t he  possession or  cuatody of this 



S t a t e  to the  contrary," Deposit i n  the  t r u s t  fUnd of the Trasury may 
be effected by deposit  i n  any Federal Reserve Bank or member bank of t he  
Federal reserve syetem designated by the  'Ikeasury Department or  i n  other 
deposi tar ies  specified by the  Treasury Department, 

The benef i t  account serves as the repository of money which the Sta te ,  
i n  turn ,  requ is i t ions  from i t s  account i n  t he  t r u s t  fund f o r  the payment 
of benefi t6 t o  unemployed workers. 

Protection of funds.--Section 10(b) provides a leo  t h a t  the money entrusted 
€0 a idepos i tmy bank be secured to the same extent  and i n  the  same manner 
as rcquired by t he  general depositary l a w  of the State and t h a t  co l la t -  
era l .p ledged f o r  t h i e  purpose be kept separate  and d i s t i n c t  from col la t -  
e r a l  pledged t o  secure other funds of the State. Thia provision is 
essential f o r  eafeguarding adequately money i n  the unemployment fund 
while on deposit  wlth deposi tar iee  i n  the States. Most S ta tes  have 
general  depositary laws requir ing public depositaries t o  pledge col la t -  
eral eecur i ty  f o r  depoeite of S t a t e  money. Where such a l a w  contains 
adequate provlsiona a8 to the  character and extent  of co l l a t a r a l  secur i ty  
to  be pledged, the Sta t e  employment secur i ty  law should be e x p l i c i t  in 
bringing the  unemployment fund under the  protection of the  general 
depositary l a w ,  Where no general depositary law e x i s t s  o r  such law 
f a i l s  t o  aeaure adequate protection,  a provialon f o r  the pledge of 
c o l l a t e r a l  should be wr i t t en  i n t o  the  employment secur i ty  law, 

Another safety proviaion requires  the commissioner t o  give bond condl- 
tioned on the f a i t k f u l  performance of h i s  duties,  The amount of t he  
bond i s  a matter f o r  S t a t e  determlnation; it w i l l  depend on the  s i z e  of 
t he  fund. It should be noted t ha t  eection 10(a) provides f o r  the  deqosif 
i n  t h e  fund of any sums recovered (under the  bond o r  otherwiee) because 
of l o s se s  s u a t a i n d  by the  fund, I f  the S ta te  t reasure r  ra ther  than the 
comnissioner is custodian of the fund, h i s  general o f f i c i a l  bond should 
cover h i s  du t iee  under the  employment 3ocurlty law. Under some State  
laws, giving a separate  and addi t ional  bond might  prevent recovery upon 
tho treaeurer's general o f f i c i a l  bond. Moreover, coverage under the 
o f f i c i a l  bond generally affords a greater  amount of protection t o  Itbe 
ffwd. Therefore, i f  the  t reasurer  i e  the  cuatodicm, the  s t a t u t e  sbu;ld 
Be dxplbich$ b providing protection under the t r ea su re r l s  general bond 
and t h i b  li&bPhty d o u l d  be aade e f fec t ive  imedlrirtely t o  avoid any 
question as 'tothe  l k a b i l i t y  of the  surety  on a general bond i n  the  
event t h a t  the dut iee  of the incumbent f i s c a l  o f f lce r  i n  connection with 
the unemployment fund had been initially coversd under a separate and 
addi t ional  bond. Tho f o l l m n g  language would accanplish these urposerr 
if inse r ted  i n  l i e u  of t he  l a s t  two eeritsnces of sect ion lO(b)(2!1 
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nlhe s t a t e  t reasure r  s h a l l  be l i a b l e  on h i s  o f f i c i a l  bond 
f o r  the  f a i t h f u l  performance of h i s  du t ies  i n  connection with 
the unemployment fund provided under th i s  Act. Such l i a b i l i w  
on the  o f f i c i a l  bond s h a l l  be e f fec t ive  immediately upon t he  
enactment of ' t h i s  provision, and such l i a b i l i t y  s h a l l  ex i e t  i n  
addi t ion t o  the  l i a b i l i t y  upon any separate  bond ex i s t en t  on 
t h e  e f f ec t i ve  date of this provision, o r  which may be given 
in  the future." 

( a )  Advances f ron  the Federal unenlployment account. --Section 904(h) 
of the  Social  Securi ty Act, adopted i n  1944, e s t a b l f n h a ~  a Federal 
uneniployment account. i n  the  unemployment t r u a t  fund i n  which i s  
deposited any excess of the Federal unamployment tax  t h a t  is not  needed 
f o r  administrat ion,  Because Senator George sponsored t he  l e g i s l a t i o n  
es tab l i sh ing  the account, it i s  cormonly known as the  Weorge Fund." 
T i L e  X I 1  of the  Act e n t i t l e s  a S t a t e  to  apply f o r  a t rans fe r  fro& this 
Federal account t o  i t s  account i n  the t r u s t  fund i n  the event t h a t  t h e  
balance i n  t he  S t a t e ' s  account f a l l s  below a specified mount* The 
amount transferred must be t rea ted  as an advance, without i n t e r e a t ,  and 
must be repaid when the  balance i n  the  S t a t e ' s  account i s  restored. In  
1950 amendments of  the  Social  Securi ty Act extended t he  l i f e  of t he  
Federal account to April  1, 1952 and the  time with3.n which a S t a t e  may 
apply f o r  an advance tu January 1, 1952, Section 10 (c )  author$zes the 
commissioner t o  apply for  an advance from the  Federal account i n  t he  
unemplcryment t r u a t  fund and to accept responsibil.lty f o r  repayment of 
the  advance i n  accordance with the  provlaionu of t i t l e  X I 1  of t he  
Socia l  Security Act. 

(d) Withdrawale from the unemployment t r u s t  fund,--Al though money paid 
i n t o  t he  unemployment t rue t  fund belongs t o  the  State, and the  Secretary 
of t h e  Trea~lury i a  d i rected t o  pay any amount duly requisi t ioned by a 
S t a t e  from i t a  account, withdrawals are l imi ted i n  conformity with the 
Federal Unemployment Tax Act and t i t l e  IIL of the  Socid. Security Act. 
This sect ion authorilses the c o d s s i o n e r  t o  requ is i t ion  such amounts 
from the  unemployment t r u s t  fund as he consider8 necessary f o r  t h e  
payment of benefi ts .  Obviously, t h e  amount requisi t ioned cannot exceed 

,the mount standing t o  t h e  S t a t e ' s  account i n  the ti-ust fund, 

Any balance i n  the benef i t  account of the unemployment fund may remain 
i n  the  account f o r  f u tu r e  bene f i t  payments o r  my be redeposited w i t h  
the Secretary of the  Treasury, 

(8) endi tures  from the unemployment fhnd.-Expenditures from We 
b e n e f z a c c o u n t  and refund8 from the  ci-g account are not  subject  
t o  any provisions of law which require spec i f i c  appropriat ions or 
other formal releaae by State of f i ce r s  f a r  money i n  their custody. 
Warrants are t o  be signed b the commisaloner o r  his duly authoriaed 
agent, Thia provieion f a dfi t a t e s  the  prompt payment of benefi ts .  

;thestate Q a huld i f ,  f o r  any rewon,  the Federal unempXoymenL t r u s t  f;;nd 
l a  terminated. 
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EMPLOYMENT SECURITY AflMINISlXATIOM FUND 

Under the provisions o f  t i t l e  I11 of the Social Securi ty Act and under 
the Vlagner-Peyser Act, Congress makes year ly  appropriation^ for  the  
administrat ion of S t a t e  employment secur i ty  programs. i)n %he basia of 
the congreseional authorization i n  sect ion 302(a) of the  Social Secur iw 
Act, i n  aection 5 of the Wagner-Peyser Act, and i n  Chapter P of the  
General Appropriation Act, 1951, the  Secretary of Labor determines the 
amount needed by each S t a t e  f o r  proper and e f f i c i e n t  adminiatration of 
i t s  unemployment insurance program and of i t s  public employment o f f ices  
during the  f i s c a l  year, Under t i t l e  111 no administrat ive funds may be 
granted a S t a t e  unless the  S ta te  law, approved under section 1603(a) of 
the  Federal Unemployment Tax Act, includes tb.e provisions l i s t e d  i n  
sec t ion  303(a) of the Social Securi ty Act. Under sections 4 and 6 of 
the Wagner-Peyser Act, a s  amended$ grants t o  a S t a t e  f o r  t he  adminis- 
t r a t i o n  of public employment o f f ices  a re  conditioned upon the  acceptance 
by the S t a t e  of the provisions of t h e  a c t ,  the designation by the S t a t e  
of an agency t o  cooperate u i t h  the United Sta tes  Ehployment Service, 
and Federal approval of plans submitted by the  S t a t e  f o r  carrying out 
the provisions of t h i s  a c t  within the Sta te .  The E l s t '  Congress repealed 
the requirement formerly i n  sect ion 5(a) of the Wagner-Peyser A c t  t ha t  
no payments f o r  t he  employment eervlce be made t o  a State u n t i l  the 
State matched the amount of the payment, P r io r  t o  i t s  repeal  the  
requirement had been waived by successive Federal appropriation a c t s  
f o r  aeveral yeare. 

Section 11provides t h a t  any funds granted the S ta tes  from these con- 
~ e a s i o n a l  appropriations or money received front any other source f o r  
administrat ive purpose8 sha l l  be deposited i n  t h e  administration find. 

(a) Eetabliahment of .administration fund,--Section l l ( a )  creates  a 
fund i n  the S t a t e  treasury, t o  be known a s  the  employment secur i ty  
adminiatratLon fund. An earmarked fund where the money granted f o r  
adminietrat ive purpose8 i s  kept apar t  from other  State money i s  essent ia l .  
It is a ' h e l p  t o  the  S t a t e  agency i n  i t s  accounting and it enables tho 
Federal au tho r i t i e s  t o  make necessary aud i t s  without having t o  examine 
the State's whole f inanc ia l  s t ructure .  

The clauae which makes the money continuously available fo r  expenditure 
by the comniseioner prevents t he  possible withholding of t h e  money i n  
the S t a t e  t reasury o r  i t s  diversion t o  some other use. It a l so  p rc tec t s  
any balances against  lapse o r  t r ans f e r ,  I f  a Stateits const i tu t ion con- 
t a i n s  specia l  requirements o r  l imi ta t ions  on continuous ava i l ab i l i t y  o r  
on expenditure of funds i n  t h e  S ta te  %reasury, t h i s  clause would have 
t o  be changed. 



Corumentary - Sect ion  1l(a) 

'&is subsec t~on  l i s t s  the items which cons t i t u t e  the  fund, including 
a l l  money appropriated by the  S t a t e  t o  replace any rnonoy which may have 
been ' l o s t  o r  expended f o r  purposes which a r e  found not necessary t o  
proper a d e f f i c i e n t  administration, received from the  United S ta tes  
o r  any o !its agencies, and a l l  money received f o r  administrat ion from 
any other  source. I n  addi t ion i t  includes any money t h a t  the  Federal 
Government o r  any other  S ta te  might pay the  S t a t e  f o r  services  o r  
f a c i l i t i e s ,  any surety-bond or insurance payments received because of 
l o s se s  t o  the fund o r  damage t o  property or equipment, and f i na l l y ,  any 
proceeds from the ea le  o f '  any agency, property, equipment, or suppliea. 

(b) Protection against  loss.--All tne eafeguards aga ins t  l o s s  which a r e  
required f o r  the protection of t h e  uhemployment fund a r e  necessary f o r  
the administrat ion fund. Section l l ( b )  provides t h a t  the  money must be 
secured by the depositary by a pledge of co l l a t e r a l  secur i ty  and kept  
i n  a separate custody account and t h a t  the S t a t e  t reasure r  aha l l  be 
l iabJe  on his general o f f i c i a l  bond f o r  his du t i e s  i n  connection with 
the  dccount. A s  i n  sect ion 10, it i s  suggested t h a t  where there  i s  no 
general depositary law or t he  ex i s t ing  law i s  inadequate or uncertain, 
a spec ia l  provision should be incorporated i n  the  employment s ecu r i t y  
law. 

(c)  Deposit and disbursement.--Sec i on  U ( c )  provides i n  general t h a t  
the money f o r  adminiatration s h a l l  9e deposited, administered, and die-
buraed i n  t h e  same manner and under the same conditions and requirements 
as other  specia l  funds i n  the S t a t e  treasury,  except t h a t  t he  money m e t  
be kept apa r t  from other S t a t e  funds and maintained a s  a separate 
acaount on the  books of a depositary bank. This subaection a l s o  limits 
withdrawals from the fund i n  terms of the purpose and the amount of the 
expenditure. Thus it brings the  S ta te  law i n t o  conformity with t h e  
requirement, i n  sect ion 303(a)(8) of the Social Securi ty Act, t h a t  the 
State law include a provision f o r  t h e  expenditure of a l l  money received 
pursuant t o  sect ion 302 of thi.8 t i t l e  sole ly  f o r  the  purpose8 and i n  
We amounts found necessary by the Secretary of Labor f o r  proper and 
e f f i c i e n t  adminiatration. This l imi ta t ion  on expenditures of adminia- 
trat;lve funds f!!mphaSi~eS the  f a c t  t h a t  Federal funds ore granted to the  
S t a t e  as a t r u s t  to be expended i n  the administrat ion of the program. 

Ae the sect ion i a  drafted,  i t  covers a l l  funds received from the Federal 
Government or any Federal agemy fo r  the  administrat ion of t h e  program 
and all funde appropriated by t he  S t a t e  under sect ion l l ( d ) *  

(d) Reimbureement of the fund.--Section l l ( d )  i s  designed t o  meet the  
requirements of section 3 0 3 m 9 )  of the  Yocial Security Act whiah 
requires that provision be made i n  the  S t a t e  law f o r  the replacanent 
within a reasonable time of any t i t l e  I11 money which may hove been l o r t  
or expended for  purposes which a r e  found not necessary t o  proper and 
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e f f i c i m t  administration. It i s  an expression of the S ta te ' s  intention 
t o  make such replacements aa a matter of State  policy. Under the pro& 
vision the cammissioner i s  directed t o  report t o  the Qovernor the amotmt 
of any needed replacement and he, i n  turn,is directed t o  request the 
needed appropriation from the leg is la ture  a t  the e a r l i e a t  opportunity. 

Auxilia 'administrative htnde.--Many States  have used the i n t e r e s t  and 
pena t ea on past-due contributions t o  create auxiliary administrdtive -I?f3L 
funds. In general, the laws provide tha t  the money i s  to  be usedr (1)
to meet arlministrative costs which are  not properly chargeable against  
Federal administrative grants or other funds aubject to the same control8 
(2) to replace Federal a d m i n i s t r ~ t i ~ e  funda which have been l o s t  or 
expended fo r  purpoeea which the  Secretary of Labor considers not necea- 
eary f o r  proper and e f f i c i en t  administration; a d  (3) a8 a revolving 
fund i n  advance of the receipt of ern administrative grant. 

Whlle no language for the establishment of t h i s  type of auxilisrry f h d  
i a  Included i n  the Bureauta d ra f t ,  cer tain principles should govern the 
draf t ing of any provision designed t o  create such an awdl i a ry  fund. 

(1) Depoaits of in t e re s t  and penalties i n  the auxiliary fund should be 
l5mited to in te ree t  and penalties paid tifter the effect ive date of the 
new legielatlon. I f  the provision were made retroactive eo t h a t  inter-  

. est  and penalties which had been deposited i n  the unemployment find 
could be withdrawn from that  fund for  deposit i n  the auxi l iary fund, 
the leg is la t ion  would not conform with the  requirements of motion 303 
(a)(5) of the Social Security Act  and section 1603(a) (4) of the Federsl 
Uaennployment Tax Act. Those sections l imi t  withdrawal8 from the fund t o  
expenditure8 for  the payment of  unemployment benefits and f o r  specified 

'refunds arroneouely collected under the law i n  effect ,  

(2) The legielat lon should provide that i n t e re s t  and penalties far 
deposit i n  the auxiliary fund w i l l  be placed d i rec t ly  in tha t  fund or 
after olearance through the clearing account of the unemployment fund. 
If the l a t t e r  approach is followed, the leg is la t ion  ehould make clear 
tha t  the in t e res t  and penaltiee are  not a par t  of the unemployment 
ruad and the t  (they Kill1 be transferred to  the auxiliary fund immediately 
upon t h e i r  cllearance, Nithdrawal from the unemployment fund for  any pur-
pose other !than those speoifded above w o a d  (be8colutrary to the fund 
~squirenlente.of t i t l e  ,111and the ~Fedeml Unenqiloyment rTpX :A&. 

(3) If refunds of i n t e re s t  are made under t&e lm,, the lpr~lu\is90n 
authorising the refunds of erroneouely collected Mie rea t  or :penal t ie r  
should be modified t o  provide t h a t  refunds of in t e res t  erroneoualg paid 
Into t he  auxi l iary f w d  should be paid out of tha t  fund and not f r o m  
the uneemplaymeat fund, 
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(4 )  The s i r e  of the  W should be limited t o  a epecified amount and 
provision ahoul,d be made t o  t ransfer  t o  the unemployment fund any 
excesr on specified dates. 

( 5 )  Even if it i e  planned to use the fund to make such replacements t o  
the smplaynrent security administration fund as may be required under 
rection 3O3(a) (9) of the Social Security Act, provision f o r  replacement 
by Sta te  appropriation i n  the event t h a t  the money i n  the auxi l iary f ind 
is insuf f ic ien t  is required a s  provided i n  section l l ( d ) .  

(6) The controls on the expenditures from the  auxiliary fund lrill have 
t o  be worked out t o  confonn t o  the  State's f i e c a l  practices. 

State  leg is la t ion  f o r  cmtrali . ted fiscal control.--Problems arose i n  
Beveral States  a8 a r e a u l t  of ac t iv i ty  in t he  1949 leg is la t ive  aearriona 
t o  emend State lawe to  provide f o r  t h e  trariafer of authority conoerning 
budget requests t o  a general S ta te  budgetary off ice and t o  require 
appropriation f o r  all expenditures, None of the 1949 proposals ww 
e m ~ b d .  

There are arguments i n  favor of uniform ca'hralized f i s c a l  oontrol i n  
bhe Stater ,  but uuch controla must be achic~ved without interference with 
the requirements of the Federal acts.  The b i l l s  wbich were proposed, i f  
enacted, would not i n  themselves have raised conformitq questioPis but 
the i r  application and uonstruction might have done so aince the;^ required
appropriation far a l l  expenditures, If the laws were aons t rud  not t o  
require the appropriation of a l l  granted funds fo r  the urpoaes for  which 
granted, the  laws would not confonn t o  section 303(a)(8 f of the Sociol 
Security Act, and the State  plan muld not meet the conditionar fo r  
approval under the Wagner-Peyser Act. If the laws were conatrued t o  
yequire proper appropriation, but i n  operation the  appropriations were 
delayed, question# would be raised under section 303(a) (1) of the Social 
hcuritq Act and section 9 of the Wagner-Peyeer Act; i n  addition there  
would be a question of compliance w i t h  the S t a t e  law proviaion enacted 
t o  meet the requirement8 of sectlon 303(a)(8) of the Social Security A u t o  
If the lam were construed not t o  exempt the unemployment fund, inadequate 
or delayed appkopriations would raise a quea t ion under section ,3O3(a) (1). 
Furthsr~rore,thd tranefer of any money 'now i n  the,unemployment funl to the 
Stats f a  general revenue fund would ra i se  a question under 303(r)(5) of the 
Social Security Aot and 1603(&4) at i ib  I a k n o l  Revenue Code, 
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ADMINIS'LRATIVE ORGANIZATTON 

While a program of finding work for,, and paying benefits to, unemployed 
workera necessitates an extensive organization, only the broad outlines 
of the organization should be included i n  the law, The detil i ls  should 
be l e f t  t o  the commissioner so tha t  he may be f r ee  t o  meet the changing 
circumstances which af fec t  a program so closely associated with the 
changes of a dynamic economic society. Ehployment service and benefit 
payment functions should be closely integrated since it i s  the obvious 
int.ent of the leg is la t ion  t o  f ind employment fo r  workers wherever 
possible and t o  limit benefit  payments t o  workers f o r  whom there i s  no 
sui table  work. 

(a) Administrative body.--In the early days of the program without 
experience t o  serve a s  a guide, it was be t te r  t o  base major policy 
decisions upon the considered judgment of several persona who were 
rnem6ers of a commission, Nm tha t  the program has been operating over 
a period of years, the answers to many questions ar is ing in connection 
with administration can be resolved on the basis  of experience, More-
over, the majority of administrative decisions r e l a t e  to operation8 and 
should not be delayed pending consideration,by a c o d s s i o n .  "Rith a 
s ingle  administrator, responsibil i ty for  decisions and f o r  overal l  
efficiency of the agency r e s t s  d i rec t ly  upon one person, and recognition 
of t h a t  f a c t  r e su l t s  i n  be t t e r  performance. 

Section 12(a), therefore, provides coordinate auplayment servfce and 
unemployment insurance divisions or, bureaus administered by a s ingle  
c o ~ e s i o n e rwho i n  section 13 i s  directed to  establ ish loca l  employment 
off ices  to  perform functions for  an integrated program, 

First provlsionr Bureau of Employment Security.--This .provision e a t a b  
'liahes a Bureau of Jhployment Security i n  the State  Department of Labor 
with two coordinate divisions, an emplopent service divlsion and an 
unemployment insurance division. The subsection gives the c o d s e i o n e r  
of labor, reporting d i rec t ly  to  the Governor, f i n a l  responsibil i ty br 
the adminietration of the bureau, The bureau would have a full-time 
salar ied director ,  appointed by the commissioner i n  accordance dbh 
merit ayetern requiremente and subject t o  the commissdaerls supervision 
and direction. With the director  appointyd under civik service, cont.iau-
fty of policy i n  administration would be assured. 

Second proviaionr Ilepartment of Employment Semrity.--This provLsion 
creates a Department of Gmployment Securiw on a par wikh other departments 
of the Stata  government, The department would have two coordinate bureaus, 
an employment arervlce bureau and an unemployment insurance bureau. 'the 
conmissioner would be responsible for  the administration of the ~ e p w t m e n t  
of Employment Security concerning which he would report  d i rec t ly  t o  the 

Ilia position would not be under c i v i l  service, . Continu1t;V 
in administration would, therefore, depend upon subordinates, 
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(b )  'Board of review.--Section 12(b) es tab l i shes  a board of review 
which under sect ions  6, 7, and 9 has broad powers with respect  to 
appealed claims f o r  benef i t s  and the  reconsideration of coverage deter-  
minations, refunds,and assessments. Under sect ion 6 t h e  board of reviw 
i s  made responsible f o r  appointing members of appeal t r ibunals .  The 
Governor, r a the r  than the  commissioner, appoints t he  board of r e v i m  I n  
accordance w i t h  merit  system requirements. This makes the board inde- 
pendent of the  agency i n  the  performance of i t s  quasi-judicial  functions 
and thus assures i t s  detachment and impar t i a l i tyo  h Sta tes  where the  
volume of appeals i s  la rge ,  t h i s  type of independent review body i s  
pa r t i cu l a r l y  desi rable  t o  assure e f f i c i e n t  administrat ion of the  appeals 
process; i n  any Sta t e  with two or  more referees  o r  appeal t r ibunals ,  
some form of revim body i s  needed to coordinate decisions and assure 
uniform Fnterpreta t ion of the  s ta tu te .  

The f i r u t  provision i n  sect ion 12(b) eetabl ishes  a full-time three-
member board of review. A multi-member board i s  suggested because t he  
i s sues  which come before a board of r e v i m  may tje c l a r i f i ed  by group 
discussion. The members of the  board need not represent  spec ia l  
i n t e r e s t s .  For States which des i r e  representa t ive  members and where 
the  load i s  no t  s u f f i c i e n t  t o  justif$r three full-time members, the 
second provision eatabl ishes  a board with a full-time chairman and two 
per diem members. I f  the  full- t ime member i s  appointed on a merit- 
system bas i s  and remains i n  o f f ice ,  h i s  experience i n  the  area of appeals 
becomes invaluable i n  resolving new issues.  I n  cases which involve com-
pl ica ted  i s sues  of employer-employee re la t ionship ,  the considered opinion 
of  representa t ives  of labor  and employers can be had a t  the  first appeal 
atage by t h e  appointment of a t r i p a r t i t e  appeal board consist ing of the  
r e f e r ee  as chairman, a representa t ive  of employers and a representa t ive  
of labor. (See sec t ion  6(a)). 

A t h i r d  p r o v i e i o n i s  suggested because i n  some S ta tes  t h e  volume of 
appeals i a  not l a rge  enough t o  j u s t i f y  the establishment of a board of 
review. Many Sta t e s  now provide t h a t  second-stage appeals be heard by 
the  employment secur i ty  commissioner, d i r ec to r ,  or  commission, r a the r  
than by an independent board of review. Where the administrat ive agency 
i t s e l f  a c t s  as a review body, wi th  power t o  hear appeals, i t  i s  important 
that the  comniasioner sholrld be empowered t o  delegate to other personnel 
the  au thor i ty  to make or ig ina l  decis ionsj  sect ion 13(a)  contains euch 
authority. 

(c) Advisory councils.--Section l 2 ( c )  d i r e c t s  the csmmissioner to 
appoint a State advisory council composed of men and women including an 
e&al number of representa t ives  of employers and employees and a p b l i o  
member or members. In addit ion,  the commissioner may appoint epeclal 
l o c a l  o r  industrial councilel The members of the  council serve withbut 
compensation but are reimbursed f o r  t r ave l  and subsistence expenses sn 
the same basie &e agency employees. Section l l ( a )  of tke  WagnarSeysm 
Act eFmilar3.y requires t he  appointment of a t r i p a r t i t e  adviaory aowndke 
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The United States  Employment Service requires each State  agency t o  
provide i n  i t 8  plan of operation for  the  establishment of mch a 
council, including a t  l e a a t  one woman. 2he aame council can effe~c- 
t i ve ly  serve both the exqloyment se::vice and the unemployment insurance 
pI.O~alll8. 

The experience of many States i n  the use of advisory councila shows 
$hat they can be of invaluable aid t o  the mcceesful adminietration of 
the law. Such a council 'should serve to minimhe Mas o r  partisanship 
in the administration of the Act, It can a s s i s t  i n  interpret ing the 
sdmlniatration t o  employers, workers, and the public, i n  formulating 
desirable amendments to the law, and i n  presenting the amendments to 
lawmakers. Ihe advisory council should be appointed by the commissioner 
so tha t  the members of the  council and the State  agency fill not work 
a t  &osa purpoees but r r i l l  cooperate i n  increasing the effectiveness 
of the program, 
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1218 remedies provided i n  employment aecuri ty laws fo r  a l lev la t in& t h e  
r e s u l t s  of unemployment a re  specif ic ;  an employment service i s  '3stab-
liahed to f ind  work f o r  the unemployed and benefits are paid In 3pecified 
amounts t o  unemployed individuals f o r  whom no sui table  jobs a r e  available, 
The application of the remedies, however, i i 9  not  automatic, The objec-
t ives  are so broad and a r e  affected by such a r i d e  variety of f a c t s  sad 

di t ions  tha t  the i r  execution requires a broad grant of authority t o  
t!?e public o f f i c i a l  responsible fo r  the administration of the Act. TRis 
ai, thority i s  needed t o  give l ega l  support t o  euch administrative action 
ae the commlsaioner may f ind necesflary. Section 13 i e  designed to give 
the coIlPnisaioner t h i s  necessary authority and to provide him w i t h  the 
tools needed t o  Implement tha t  authority. 

The section includes a fern spec i f ic  adminietrative de ta i l s .  The c o d a -
sioner i s  directed t o  make appointments on a merit system basis,, to 
aubmlt regular reports to the Governor, t o  publish the law and other 
materials, and t o  make investigations, He i e  prohibited from disclosing 
certain confidential information obtained i n  the  course of h i s  adminia-
t r a t ion  of the law and i a  given instruct ions on the preservation and 
destruction of records, 

(a) Duties and powers of the commissioner.--Section 13(a)( l )  hposes  
the  duty of administering the Act upon the commissioner and give8 Ilim a 
broad grant of pmer. It provides f o r  the use of an o f f i c i a l  sea lo  
Under the grant he has the power and authority t o  adopt, amend, aad 
r e~c ind_suchrules  and regulations, t o  employ such persons and to make 
euch eq~endi tures ,  t o  require such reports, and make such inve8tigatione, 
a s  he deem necessary. Under the organization established i n  section 
U(a),  he h e  a f r e e  hand i n  determining hie own organization, melthods 
of work, and procedures. Thie grant of power i s  broad enough t o  encrble 
him t o  W e  appropriate action t o  meet the manifold problems which 
are bound t o  a r iee  under the employment securitiy program. 

ent  aervicea.-Paragraph (2 )  raeete the requirement of 
gnerpeyeer Act i n  accepting the provielone of that 

Act and designating the State  department t o  cooperate with the U n i t &  
Staterr Employment Servlce established thereunder. It direate the  
oonxmirsioner t o  eatablieh employment officeti wherever W q  a r e  needed 
f o r  the performance of employment-service or unemploymenGinauranccl 
functions, The local employment officea are the p o h t s  a t  which the 
remedies IntgndcPd by the leg is la t ion  culminate. There fnPonaatSon on 
employment opportunities i e  central imd,  unemployed workers r e g i s t  a~ 
f o r  work, % b e e  equilppgd to till exiating vacanoiea aan be p l a o d  
thee who are i n w e d  but f o r  whom no work i e r b e d i a t e l y  avarklable 
claim banefits t o  t ide  them over u n t i l  sui table  jobs are f WeW t e  
gration of a l l  them funotions under s ingle  mamgewnt i n  the Po& 
office %a desirable. 
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(3) Reports t o  the Clovernor.--Paragraph (3) requires the coxmiasioner 
to submit a biennial (or annual) report  to  the Governor. This provision 
should be consistent with the general S ta te  requirements a s  t o  the time 
and frequencysof reports t o  the Governor;' these w i l l  presumably vary 
wlth the t-g of the regular leg is la t ive  sessions. The report  m e t  
cover the adndniatration and operations of the Act during the trro 
(or  one) preceding calendar years and must include such recommendations 
for amendments t o  the Act a s  the comnissioner deems proper, A regular 
report  t o  the Governor represents sound administrative practlce fo r  al l  
departments of the State  government but i s  part icular ly important when 
the operation of the law requires the collection and disbureement of 
largo sums of money. The requirement tha t  the commissioner include 
recommendations for  amendments t o  the Act should give the Governor the 
benefi t  of the commiesioner~e knowledge of the etrength and weaknesses 
of the employment security law a8 revealed i n  day-byday operationis and 
i n  special  investigations. 

(b) Research and publication.--Section 13(b) imposes upon the comnlis- 
sioner the duty of atu-g and making recommendations as t o  the most 
effeotive method sf providing economic securi ty  i n  case of unemployment 
through unemployment inaurance, employment service, and related programs, 
and of reduchg and preventing unemployment. This provision would author-
ize  studies of temporary d i sab i l i t y  inaurance, f o r  example. The studiee 
are t o  be made In cooperation w i t h  the rsdvisory council. 

Thi& proviaion is included becauae of the s t r a t eg ic  position of an em-
ployment security agency. Through their contacts with the unemployed 
agency personnel have lmowledge of the ef fec t  of unemployment on the 
individual and society. Daily contact with the labor market gives them 
an advantage i n  analyaing causes of unemplaymcnt. Employers' reports 
and workere1 claims supply invaluable m t e r i a l s  for  s t a t i s t i c a l  pur- 

. poses, and the i r  analyeis should help i n a b e t t e r  understanding of our 
c o q l e x  economic socioty, I n  i t s  regular report  t o  the Governor and 
the l eg is la ture  and i n  i t 6  programs of public information, the State  
agency has opporturitiee f o r  dissemination of its unique information. 
The report8 can be used to obtain public underatanding of the purpose , 
of the  program and the problem8 of i t s  administration. 

Because , c o ~ , l i a n c e  with the law i s  based upon knowledge of i ts require-
ments, wide dirsaemination of informstion about the program is e8senfiaL 
t o  proper adlrdnistratlon. It i s  also eesential  t ha t  the information be 
baaed .on an aucurata preeentation of' facte. Therefore, the conrmiaaioner 
l a  direoted to pr in t  and d ie t r ibute  t o  the public the text of the A o t ,  
hi@ regulation8 and general rulea, his biennial (or amutil) reporta to 
the Oovwnor and arCg other material he deems relevant and su i t ab l s j  
seution 13(bj specif ical ly  requires tha t  such material be furnished to 
my person who aeks for it, 
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(c)  Adoption, amendment, and resciss ion of general and specia l  r u l e s.----
and regulations.--Section 13 (c )  prescribes the  methods t o  be followed 
I n  t h e  adoption, amendment, and resc i ss ion  of general and specia l  ru les  
and authorizes the  ccl~mnissioner t o  prescribe the method fo r  adopting and 
repealing regulations.  S t a t e s  follow t h e i r  own custom i n  the  matter of 
terminology and many of them use one term nregulatlonsfl or n ru lesn  i n  
referr ing to  a l l  regulatory material .  However, the  necess i ty  f o r  d i f fer-  
en t ia t ion  i n  the  procedure f o r  adoption and repeal  of  different types of 
regulations remains. The S t a t e  u i l l  determine the appropriate procedure 
i n  a pa r t i cu l a r  case bn the  bas i s  of S t a t e  p rac t ice  and precedents. 

Under the terminology of aaction 13(0) ,  ru les  r a the r  than regulat ions  
a r e  generally appropriate when t h e  va l id i ty  and conclusiveness of the 
policy depends upon p r io r  not ice  and an opportunity f o r  hearing t o  any 
in te res ted  persona. If the  proposed rule i s  l imi ted in i t s  appl icat ion 
t o  a pa r t i cu l a r  individual  o r  individuals,  there  i s  t h e  same neces%iP.y 
f o r  not ice  t o  the  individuals  a f fec ted  and f o r  opportunity f o r  hearing 
on t h e  spec ia l  rule.  'Ibis provision makes rule8 ef fec t ive  ten days after 
f i l i n g  w i t h  the  secre ta ry  of S t a t e  and publication i n  one or more news- 
papers i n  the  Sta te .  Regulations a r e  appropriate i n  prescribing a course 
of act ion i n  t he  administrat ion of Ihe Act. Ihe comdasioner may adopt, 
amend, or  mecind them with l e s a  foimali ty.  

(d) Merit sys tern and personnel .--Under sect ion 3O3(a) (1) of the Social  
3 e c u r I ~Act, S ta tes  a r e  required t o  adhere t o  a meri t  system of pereon- 
ne l  administrat ion as a condition f o r  the  r ece ip t  of t i t l e  111 grants;  
the  Labor-Federal Security appropriation i n  the General Appropriation 
~ c t , '1951, BPat Congress, makes the same requirement a condition f o r  the 
grants,  Alternative provisions fo r  a merit system are preaented, The 
f i r s t  provision authorizes and d i r e c t s  the comissiorler  t o  adopt a re@-
l a t i o n  which w i l l  e s tab l i sh  a meri t  system f o r  a l l  personls employed in 
the administration of the Act, The regulation would cover a l l  rwt te r s  
which am appropriate t o  the establishment and maintenance of auch a 
s p t m  on a bas i s  of eff ic iency and f i t ne s s .  'Ihis l a s t  clause r e f s r a  
t o  suoh matters as the se lect ion of employees, the  c l a s s i f i c a t i on  of 
poaitrlone, sa la ry  schedules, tenure of o f f ice ,  hour8 of work, annual 
and eiolc leave, and other oondit iom af fec t ing  the employment of t h e  
agency's employees. Thia sect ion places responsibi l i ty  for meeting 
Federal personnel standards upon the  commissioner s ince  it gives h i m  
specif ic  au thor i ty  to  inalude i n  the regulations any sbndarda  wMeR 
may be necessary t o  meet t he  merit  system raquirements of the  Searetary 
of Labor. The commissioner is dl rtjcted to make appointrnenta and t o  fix 
compensation and prescr ibe  the  dutieo of h i s  staff on the ba s i s  of t he  
m e r i t  qystem established.  This sec t ion  a l so  gives a l ega l  bas i s  f o r  
m e r i t  s y s tme  operated j o in t l y  f o r  employment secur i ty ,  health,  and 
welfare agencies. It glvee e f f e c t  to  the  provisions i n  the etandards 
applicable to %he employment secur i ty  program and the other grmt-in- 
a i d  progrema that, i n  the i n t e r e a t  of' economy and e f f i a i e n t  adminis- 
t r a t ion ,  there should be a Jo in t  merit  system to  serve all programa 
covered by the etimdarda. 

The &dtermative provlsfon i s  designed f o r  S ta tas  i n  which a l l  o r  most 
S t a t e  employees are covered by a State c i v i l  aervice Paw. In such 
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States there Is no need f o r  the establishment of a separate merit aystem. 
The section, therefore, d i rec ts  the co~lrmiasioner t o  make appintmcnts, 
f ix  compensation, and prescribe the dut ies  of his staff i n  accordance 
w i t h  Sta te  c i v l l  service requirements, A proviso clause authorizes the 
conanissioner, i n  cooperation with the State c i v i l  service agency, b 
W e  such action as may be necessary t o  meet the Federal standards, if 
the Sta te  c i v i l  service requirementrs a re  not in l i n e  with the Secretary 
of Labor's personnel standards. 

Section l3(d) (2) i s  included because the employees of S ta te  employment 
securi ty  agencies a r e  paid from Federal funds and thua are  subject to 
the provisions of the Hatch Act and a re  prohibited from engaging i n  
p o l i t i c a l  activity.  Under tha t  a c t  the United States  C i v i l  Service 
Commission has responsibi l i ty  fo r  deciding whether emplayees should be 
removed because they have violated the provisions'of thetact. The 
S ta t e  agency must diandss any employee within t h i r t y  days a f t e r  it ha8 
been not i f ied by the commission that he i s  gui l ty  of vlolathon of the  
act. If the Sta te  agency f a i l s  t o  diemias the employee, the United 
States  C i v i l  Swvice Consnieaion no t i f i e s  the Secretary of Ubor who is 
then required t o  reduce the administrative grant t o  the State agency by 
an amount equal t o  the eanployeels salary fo r  a period of two years. 
This paragraph i s  intended t o  override any lega l  obstacles that may 
ex i s t  t o  dismissal of State  employees under such circumatancea by giving . 
the connniasioner k p e d f i c  authority to  disndee any employee rrho has been 
found to  violate  the Hatch Act. 

( 0 )  Records aad reports of employing units.--Information which w i l l  
enable the agency t o  ident i fy subject employers, covered workers, 
wages 'athe proximate causes of the i r  unemployment is essent ial  to 
the administration of any employment security law. Section 13(e) i s  
designed to ensure the employers' main&enance of the information and 
the agenwcs  access t o  it. 

Paragraph (1)requires employing units t o  keep t rue and accurate work 
records f o r  euch periods of time and containing such information as the 
lronsuiaaionar may prescribe. 

Paragraph (2) makes the information available t o  the commissioner srrd 
Ma representatives by (A) giving them the rl&t t o  Inspect records and 
the p r i d l e g e  of copying the information, and (B) by giving the aooamia-
eioner, an appeal tribunal, or the board of roview authority t o  require 
employing units t o  submit morn or unworn reports about their 
emplayeecl when such repollts a re  needed f o r  the acbPinisWation of the Ad. 

(f) Preservation and dergtruction of agency records.--Agency records 
should be preserved for  a reasonable period of time t o  assure the payment 
of benefita when due. However, the time comes when they are no longer 
necessary f o r  the administration of the law and the cost of the i r  lpaiw 
teaance is  not justified,  Legislative direction is needed on the 
me-bhode and period of preservation, with statutory authority f o r  their 
destruction a f t e r  their period of potent ial  usefulness, If  there is 
no general State  8 tu te ,  the employment security law should contain a 
special  provision on the subject. 



Section 13(f) is  such a provision. Since orlglnal  records are bulky
and expensive t o  ualntain, paregraph (1)authorizes the c o d s s i o n e r  k, 
adopt methods f o r  preserving the information i n  the records I n  a more 
economidal form. It authorises summaries, compilations, photographs, 
duplicat,iona,and reproductions of any records, report8 o r  firmscripts 
and, if ,theirauthenticity is  assured, makes them adndssible as eddeaoe 
before achlnistrat ive tribunals o r  courts whenever the origin@ re00rd8 
would have been aidmissible. 

Paragraph (2) authorieea . the commiaaioner to adopt regulation8 QQ the 
destruotion of recardn uh3.ch are no longer necessary fo r  the eshbUelir- 
ment of Uabilitg., the aletermbation of benefits, or other purpoees. 
The regulation ahould ensure the obl i terat ion of all confidential infor-
mation prior t o  d l q o a a l  I f  recorda are  dlspoeed of in eome manner other 
than by dentruction. The period f o r  which records erhould be pre~erved 
will be affected by the provialone of the emp$oyment security Paw on 
the f l n i U ~of coverage and benefit detarminations i d  the period w i t h i n  
which applications f o r  refunds of contributions laey be flled. If ell 
ales  be affected by the s ta tu te  of Umitation for  suits f o r  the cokleo- 
t ion of contribut;lona, refunds of contributions, and prosecutions POP 
offenaea of various types. 

(g) Authoritg t o  adndnister oaths and issue subpoenae.--(l) Since iP ,  . 
is essent ial  that the department have authority to g& acceae $0 pey-
r o l l  recorda and other information relevant to the admfniatration of 
the Aut and to  compel the attendance of wltneasea and the production of 
recorda, seution 13(g)(l) gives the comlasioner, an appeal tribunal., 
the board of review, and any duly authorieed representative of q of 
thene, the.parrer t o  adminilster oaths and take depositions, ts i s m e  
subpoenas, t o  compel the attendanue of witneesea or the grduct ion  of 
books, papere, correspondence and other memoranda which are neceaswgr 
aa evidence i n  conneotion wlth any determination dieputad under thfa Aot. 

(2) Court subpoenas.--Under paragraph (2) court of the Sta te  
(riathe jurisdiction of which an inquiry i s  carried on) w %@sue 
an order t o  any person who refuse8 t o  obey an order of the commissioner, 
an appeal tribunal, the board of redew, or any of t h e k  repreaentativea. 
Failure t o  obey the order of the court may be punished as eontempt. In 
addition failure t o  comply u l t h  an admi.nistrative aubpoena is msds rr 
criminal offense under seotion 14(0). 

(3) Protection against eelf-incrimination.--Parag~aph (3) prerteate 
from prosemtion or  penalty an individual rho claims pripi lsge crgabJLnrst
aelf-incrimiaation i n  giving teatimong or produaing recorder. It does 
not, hmemr, protect U from proarecution fo r  perjury. With this pro-
vision the agency should be able t o  obtain terrtimov from pereons Who 
otherwise, migh6 refuas t o  test i fpj  such a provision eril.8anoea the effeu-
tivenesa of fair hearing provisione. 
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(h) R e  resenta t ion of agency i n  court,--h presenting i s sues  involving 
the  i n t e rp re  a ion and appl icat ion of the euployment secur i ty  l a w  to tho 
courts, t he  commissioner should be represented by counsel who is thor-
oughly familiar with the  problems a r i s ing  i n  the  administration of t h e  
Act, and able  t o  devote hia  undivided e f f o r t s  t o  the preparation and 
presentation of the agency's case. Section 13(h) ( l )  provides such repre- 
sentation. The commissioner may employ an a t torney (or  i n  the  l a rger  
S ta tes  at torneys) a s  a regular sa la r ied  member (or members) of the  s t a f f  
of tho agency t o  advise generally on l ega l  matters and a l so  to represent 
the  agescy and t he  S t a t e  i n  l i t i g a t i o n  a r i s i ng  under the Act. In addi-
t ion the  c o d a s i o n e r  i s  authorized t o  ca l l  upon the at torney generill 
f o r  ass is tance i n  appropriate caseso m e r e  const i tu t ional  provieions 
require  t h a t  the  S t a t e  be represented i n  all l i t i g a t i o n  by the  8ttox-n~ 
general,  the regular sa la r ied  at torney of the  agency can be deeignated 
by the  at torney general as a deputy. f o r  the purpo8e of appearing f o r  the 
S t a t e  i n  c i v i l  l i t i g a t i o n  an unemployment beurance.  

In criminal proceedings, however, the  regular ly  const i tu ted pmsecuting 
agencies a r e  i n  a be t t e r  posl.ition to handle the  cases. Paragraph (2), 
therefore, d h e c t s  the  attorney general of the Sta t e  e i t he r  t o  proeecute 
all criminal act ions  f o r  v iola t ion of the Act o r  t o  request  prosecution, 
under his direct ion,  by the  prosecuting at torney of the  county i n  which 
the ttmploping un i t  concerned has a place of buainese o r  the vio la to r  
resides. 

( i )  Maclosure of i n f  ormatfon.--Section 1 3 ( i )  r e s t r i c t s  the discloaure 
of idormat ion  received by t h e  agency by limiting i t a  use to t he  purposes 
of t he  Act. With tha  pcmer to require  information for use i n  t h e  a n -  
i a t r a t i 6 1  of the lim goes t he  respons ib i l i ty  f o r  ueing the  information 
only f o r  the purposes intended. Compliance w i t h  report ing requirements 
would be d i f f i c u l t  t o  enforce i f  the  information obtained i n  the  report8 
were open t o  public inspection o r  made avai lable  t o  other publ ic  agencies 
i n  the  aduiinistration of anrelated s ta tu tee ,  The importance of main-
ta in ing the  conf ident ia l  character  of information given i n  connection 
with t ax  r e t u n e  hae lopg been recognized. To perinit the information to 
becoke public would defeat  t h e  purpose of the l a w  by deterr ing the  tar-
payer from revealing what frequently could not be learned from axy other 
aource, Section 1 3 ( i )  l a  tantamount t o  t he  S ta te ' s  pledge t h a t  i f  a 
taxpayer makes 5~11discloaure of all f a c t s  a f fec t ing  the  tax, t h e  f a c t s  
w l l l  be kept. inv io la te  accept f o r  the  purpoee f o r  which they were given. 

Moreover, the  discloaure of infollplatiori received from an employer about 
a claimant o r  of personal infomakion given by a claimant would tend to 
discourage workers from exercising t h e i r  fu l l  r i g h t s  i n  f i l i n g  claims. 
Likerriae, employers and applicants would tend t o  wlthhold information 
n e c e a s w  f o r  t he  auccesarful operation of s public employment s e r d c e  
unleerr they were confident t ha t  it would be ueed only fo r  t he  purpose8 
f o r  which it i l a  givene The privileged m d  confidential  nature of 
2nformation given a lawyer by h ie  c l i e n t  o r  a physician by his pa t ien t  



t , ? o  lunq boon r c c o y i z c d  Pn lam nnd t r&tion.  The wisdom of confi- 
dcrltial  treatinont sf ouch information has been proved i n  practice. A 
roquiroscnt fo r  confidential treatment of the clalmnantrs information 18 
jn e f fec t  i n  t h e  public aaaistance program and the his tory of workmenls 
compensation has demonstrated the necessity for  maintaining record8 i n  
confidonce. The eame need exiate in t h i s  program. The provision is  a 
protection a lso  to the commissioner and the agency. Failure to include 
such a provision m g  mean that the agency dl1 be haraased ( to  the 
detriment of i t a  efficiency) by requests for  information about individu- 
a le  and their personal affairs .  For these reasons section 13(1) prooidee 
that information obtained from any employing uni t  or  individual and 
determinations of benefit r igh ts  may be released only; 

(1) t o  a claimant as necessary for  the proper presentation of a claim3 

(2) t o  State  and Federal agencies charged w i t h  the administration of an 
unemployment insurance program or the maintenance of an emplc'pent aer-
r ice ,  such as other State employment security agencies, the Secretary of 
Labor, the Railroad Retirement Board, the Veterans' Admlniatration,and 
the Maritime Conmission; 

63) t o  the Federal Bureau of Internal Revenue, for  purposes of the 
Federal Unemployment Tax Act; and 

(6) to Federal agencies administering publlc works and publlc assfatance 
through public emplaplaent, as required by section 303(a)(7) of the Social 
Security Act. 

Infomation obtained 5x1 connection with the W s t r a t i o n  of the employ-
ment service may be made available to  persona o r  agencies only fo r  purpoaer 
related t o  the operation of a public employment aervice. 

The section provides a l so  that tha t  the c o d s e i o n e r  may request the 
Comptroller sf the Currency of the United States t o  examine the correct- 
ness s f  any report  which he has received from a national banking associ- 
ation. Tbis reference to the examination of reports from national 
banking aesociationa i s  i n  l i n e  wi th  section 1606(c) of the Federal 
Unemploynrsnt Tax Act. That section authorizes the State  t o  require the 
aubmias$on of reports from national banking associations but imposes 
responaibill ty f o r  axamination of the correctness of the reports upon 
the Comptroller of the Currency, thue avoiding confl ic t  on the  question 
of State jurifidiction over national banks. 

Section l4 (e )  provides p e d t d e s  f o r  any unauthorieed disclosure of 
info~mation. 

FederabState cooperation,--Section 13( j )  i s  an atpression of the 
eTa lntentlon t o  glve 1- citiztrns the f u l l  advantage of Federa l  

' l eg is la t ion  a s  enacted i n  the  Social Security Act, section 1601 
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of t h e  Federal  Unemployment Tax Act, and t h e  Wagner-Peyser Act. To 
in su re  t hese  advantages the  sec t ion  r e q u i r e s  coopera t i  on wi th  t h e  
Federal  Government and wi th  o the r  S t a t e  agencies .  

Paragraph (1)  d i r e c t s  the commissioner t o  cooperate wi th  t h e  Secre ta ry  
of Labor i n  t h e  adm.Fn%stration of t h e  employment s e c u r i t y  a c t  and g ives  
him the a u t h o r i t y  t o  t a k e  whatever a c t i o n  may be necessary  t o  give t h e  
S t a t e  and i t s  c i t i z e n s  a l l  the  advantages o f  the  Soc ia l  Secu r i ty  Act, 
s ec t ion  1601 of t he  Federal Unemployment Tax Act, and t h e  Wagner-Peyser 
A c t .  

Paraeraph ( 2 )  d i r e c t s  t h e  coninFssioner t a  comply wi th  t h e  r egu la t ions  
of the  Secre ta ry  of Labor r e l a t i n g  to the  r e c e i p t  or  expenditure  of 
money granted under the  Federal a c t s ,  t o  maka the  r e p o r t s  requi red  by 
sec t ion  303(a) (6)  of t h e  Socia l  Secu r i ty  Act ,  and t o  comply wi th  any 
provis ions  which t h e  Sec re t a ry  f i n d 8  necessary t o  assure  t h e i r  cor rec t -
ness.  

Paragraph ( 3 )  au tho r i zes  the commissioner t o  make inves t iga t ions ,  t rans-
m i t  information,  and make s e r v i c e s  a v a i l a b l e  to f a c i l i t a t e  the  admini- 
s t r a t i o n  of o t h e r  unemployment insurance  o r  publ ic  employment s e r v i c e  
laws whether S t a t e  o r  Federal ,  and t o  accept  s i m i l a r  services .  and 
information from other  agencies ,  thus enabl ing t h e  S t a t e s  t o  perform 
s e r v i c e s  f o r  one another  i n  the i n t e r e s t s  of t h e  program and t o  cooper-
ate i n  t h e  admin i s t r a t i on  of such programs a s  r a i l r o a d  unemployment 
insurance,  servicemen's readjustment  allowances, and Federal  seamen's 
b e n e f i t s ,  a s  requi red  by s e c t i o n  303(c) of t h e  Socia l  Secu r i ty  Act. 

Release of Records f o r  Prosecut ion  of  I n t e r s t a t e  Claimants 

A s p e c i a l  problem may a r i s e  i n  some S t a t e s  i n  connection wi th  the  
r e l e a s e  of records  real l i red f o r  t h e  prosecut ion  of i n t e r s t a t e  c l a h i ~ n t s  
f o r  fraud. 

Although t h e  provis ions  of s ec t ion  14(a) a r e  adequate t o  provide author- 
i t y  f o r  t h e  prosecut ion  by an agen t  S t a t e  of i n t e r s t a t e  claimants  who 
f i l e  claims with t h e  i n t e n t  t o  defraud,  a few S t a t e s  have been unable 
t o  furnish documents requi red  by an  agen t  S t a t e  f o r  succes s fu l  prosecu- 
t i on .  For example, some S t a t e s  r equ i r e  as  evidence o f  payment, t h e  
o r i g i n a l  indorsed cance l led  b e n e f i t  check, A few S t a t e s  have been 
unable t o  fu rn i sh  such evidence when t h e  cance l l ed  checks a r e  no longer  
i n  t he  possession of the commissionar but  are lodged with t h e  S t a t e  
t r e a s u r e r  o r  audi tor .  

The fol lowing language added t o  Sect ion 1 3 ( i )  would provide the neces-
sary  a u t h o r i t y  f o r  t h e  r e l e a s e  and a u t h e n t i c a t i o n  of  suoh r eco rds  
requi red  by t h e  agent  S t a t e  and adequate safeguards on t h e i r  use. ?he 
au then t i ca t ion  requi red  will vary according t o  t h e  l a w  of t he  agen t  
S ta te .  
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ou thq r i ze  t h e  commissioner to ask  ano the r  S t a t e  t o  sue i n t e r s t a t e  
c la imants  f o r  repayment o f  b e n e f i t s ,  I n  a d d i t i o n  t o  t h e  provieiona 
of s e c t i o n  1 3 ( j ) ( 3 ) ,  the  genera l  au tho r i za t ion  in sec t ion  1 3 ( a )  t h a t  
n i t  shall be  t h e  du ty  of  t h e  commissioner t o  adminis te r  t h i s  Acti and 
he s h a l l  have the power . . . t o  d e v i s e  such methods of procedure and 
t a k e  such a c t i o n  a s  he deems necessary  o r  s u i t a b l e  t o  t h a t  endN is  
adequate  to provide such au tho r i ty .  
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PENALTIES 

Any program a s  broad i n  scope a s  unemployment insurance  i s  unfortu-
n a t e l y  sub jec t  to abuse by some ind iv idua l s .  To be r e a l i s t i c ,  there-
f o r e ,  t he  underlying l e g i s l a t i o n  needs t o  recognize t h i s  f a c t  and t o  
make provis ion  f o r  imposing p e n a l t i e s  on ind iv idua l s  (workers, employers, 
and o t h e r s )  who v i o l a t e  t h e  provis ions  of t h e  law wi th  the  i n t e n t  t o  
dofraud. The mere i n c l u s i o n  of c r h i n a l  p e n a l t i e s  i n  t h e  law will a c t  
as a d e t e r r e n t  t o  most i n d i v i d u a l s  and t h e i r  a p p l i c a t i o n  i n  app ropr i a t e  
cases  K i l l  se rve  t o  give n o t i c e  t o  o t h e r s  t h a t  they run the  r i s k  o f  
d e t e c t i o n  i f  they misrepresent  t h e i r  case.  The procedures of t h e  
agency should, o f  course, oe so devised ae to reduce t o  a minimum the 
oppor tuni tues  f o r  fraud. Whenever an ind iv idua l  o r  employer is  found 
wf l f u l l y  t o  have misrepresented a  ma te r i a l  f a c t  i n  connection with a 
claim o r  o t h e r  ma t t e r  r e l a t i n g  t o  t h e  admin i s t r a t i on  of t h e  law, 
t he re  should be a r e s o l u t e  enforcement of the  l a w  by appl i .cat ion of 
t h e  p e n a l t i e s  provided through t h e  r egu la r  law enforcement agencies  
of t h e  S ta te .  The language i s  d r a f t e d  so t h a t  t h e  p e n a l t i e s  a r e  
app l i cab le  whenever there  i s  proof t h a t  an  ind iv idua l  has knowingly 
made a f a l s e  s ta tement  or  misrepresenta t ion  o r  f a i l e d  to d i s c l o s e  a 
m a t s r i a l  f a c t  wi th  i n t e n t  t o  defraud,  whether o r  no t  t he  i n d i v i d u a l  
i n  f a c t  ob ta ins  any advantage thereby. 

The p e n a l t i e s  f o r  the  d i f f e r e n t  a c t i o n s  covered have been equal ized  
a s  a f i n e  of $25 t o  $200 and no t  more than s i x t y  days of imprisonment, 
except ing  t h a t  u? t o  n ine ty  days of imprisonment i s  provided f o r  
unauthorized d i s c l o s u r e  of information obtained i n  t h e  admin i s t r a t i on  
of t h e  Act. With the  inc rease  of b e n e f i t s  payable under the  Act, t h e  
pena l ty  f i r  mis representa t ion  t o  ob ta in  b e n e f i t s  has  been increased  
from a f i n e  of $20 t o  $50 and imprisonment up t o  t h i r t y  days t o  a 
f i n e  of $25 t o  $200 and imprisonment up t o  s i x t y  days.  

t o  o b t a i n  benefits.--The p e n a l t i e s  i n  sec-
i n  t h e  c a s e  o m s e  s ta tement  o r  misrepresen- 

t a t i o n  i n  a d e l i b e r a t e  a t tempt  t o  ob ta in  o r  i nc rease  b e n e f i t s  under 
the employment s e c u r i t y  law of  any S t a t e ,  the  Federal Government, o r  
a  f o r e i g n  government. Under t hese  provis ions  t h e  cou r t s  of  an a  gent 
S t a t e  may punish ind iv idua l s  making f a l s e  s ta tementsor  r ep re sen ta t ions  
t o  ob ta in  or i nc rease  b e n e f i t s  claimed under t h e  law of another  S t a t e  
through the  I n t e r s t a t e  Benef i t  Payment Plan,  which inc ludes  t h e  
Canadiaq unemployment insurance system. See a l s o  ( 3 )  s ec t ion  5 (  j )  
dea l ing  wi th  recovery o r  recoupment of b e n e f i t s  received by reason 
of misrepresenta t ion ,  ( 2 )  Commentary, page C - 1 1 8 ,  f o r  a d i scuss ion  
of recovery i n  connection wi th  f raud  on i n t e r s t a t e  claims,  and (3 )  
Commentary, page C - 62 , f o r  a  d i s c u s s i o n  of admin i s t r a t i ve  d i s q u a l i -  
f i c a t i o n  f o r  f r aud .  

( b )  Misrepresentat ion by employing u n i t .  --Sec t i o n  14 (b )  imposes 
p e n a l t i e s  far ~ n i s r e ~ r e s e n t a t i o n  - - -by an employing u n i t  o r  an  o f f i c e r  o r .  
a g e n t  of an  employing u n i t  t o  pe;ent t h e  payment of b e n e f i t s  or  t o  
avoid l i a b i l i t y  f o r  con t r ibu t ions .  The pena l ty  of  imprisonment i s  
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made t o  apply t o  an o f f i c e r  o r  a g ~ m t  of  a c o r ~ o r a t i o n  so  t h a t  such 
v i o l a t o r s  may no t  always escape with the penal ty  of  no more than a  
f i n e  under the  p r o t e c t i o n  of corporate  i d e n t i t y .  

( c )  Noncompliance with subpoena. --See t i o n  l L ( c )  provides p e n a l t i e s  
f o r  a f a i l u r e ,  wi thout  j u s t  cause,  t o  obey a n  adminis t ra t iv t?  subpoena 
issued under t h e  provis ions  o f  s e c t i o n  1 3  ( g ) ( l )  by t h e  commissioner, 

,an appeal  t r i b u n a l ,  o r  t h e  board of review. 'his penal ty  i s  i n  
a d d i t i o n  t o  the  remedy of ask ing  t h e  c o u r t  t o  i s s u e  a  subpoena a s  
provided i n  s e c t i o n  13 (g ) (2 )  when an ind iv idua l  f a i l s  t o  respond t o  
a n  admini str a  t i v e  subpoena. 

(d)  Viola t i on  of l a w ,  r u l e s ,  o r  regula t ions .  --The blanket  pena l ty  
included i n  s ec t ion  14(d)  covers  any wilfcfai lure  t o  comply with 
t h e  c o h i s s i o n e r ' s  o rders ,  ru l e s ,  and r egu la t ions ,  a s  wel l  a s  a l l  
s e c t i o n s  of  t h e  l a w .  I t  i s  e s s e n t i a l  f o r  proper  enforcement of  t h e  
Act. I t  would apply ,  f o r  i n s t ance ,  t o  a n  employer who r equ i r e s  o r  
accepts  any waiver o f  t h e  bene f i t  r i g h t s  of any ind iv idua l  i n  h i s  
employ i n  v i o l a t i o n  of s ec t ion  ~ ( k )and t o  any a t t o r n e y  o r  o the r  
agent  who overcharges a  claimant  f o r  r ep re sen ta t ion  i n  proceedings 
before  t h e  comr~issioner ,  an  appeal t r i b u n a l ,  o r  t h e  b a r d  of review 
i n  v i o l a t i o n  of s e c t i o n  6(m). 

( e )  Unauthorized d i s c l o s u r e  of  i n f  orma t lon .  --A s p e c i f i c  pena l ty  i n  
s e c t i o n  l f , ( e )  f o r  unauthorized d i s c l o s u r e  by agency personnel of 
information obtained i n  the  admin i s t r a t i on  of t h e  Act suppor ts  t h e  
con f iden t i a l  t rea tment  accorded such information i n  s e c t i o n  1 3 ( i ) .  



Comentary - Section 15 

RECIPROCAL ARRANQEMENTS 

Because each S t a t e  employmefit secur i ty  law defines the service  which i s  
subject  to  i t  a s  the  basis  both f o r  col lect ing contributipns and fo r  
paying benefi ts ,  provision i s  made f o r  in tegrat ing the various l a w s  with 
:respect t o  individuals who perform service i n  more than one Sta te ,  i n  
addi t ion to the  loca l iza t ion  of employment t e s t s  i n  sect ion 2(k)(2) and(3). 
Since t he  Federal Government administers an u n e m p l ~ ~ e n t  insurance law 
for  ra i l road  workers and Canada administers an unemployment insurance 
law, provision i s  made a l so  fo r  cooperation with t he i r  administrat ive 
agencies. 

( a )  I n t e r s t a t e  benef i t  payments,--Section 15(a) provides t ha t  t he  
S ta tes  rnay enter  i n t o  arrangements under which benef i ts  m y  be paid to 
ins i red workers on the basis  of claims f i l e d  i n  a S t a t e  other than t he  
one i n  which they have a t ta ined insured s t a t u ~ .  It i s  under provisions 
such a s  t h i s  t h a t  a l l  S ta tes  a r e  now par t ic ipat ing i n  an i n t e r s t a t e  
benef i t  payment plan under which each S ta te  ac t s  as an agent in taking 
claims for  a l l  other States.  Under this plan the a g e ~ t  S t a t e  takes the  
claims and forwards them fo r  determination and payment by the  S t a t e  i n  
which the  c l a i n m t 1 s  work i s  insured. 

This subsection a l so  authorizes an arrangement under which the benef i ts  
a r e  paid by the agent S t a t e  on the  bas i s  01 the benef i t  formula df the 
S t a t e  i n  which the  claimant's work i s  insured bu t  t he  law of t h e  agent 
S t a t e  i s  controll ing i n  several  respects,  The cowiss ioner  i a  mthor- 
i sed  t o  reimburse other S ta tes  and t o  accept reimbursements f rou  other 
S ta tes  f o r  payments t o  claimants under such an arrangement, and reim-
bursements paid t o  other S ta tes  cons t i tu te  benef i ts  f o r  a l l  purposes of 
the Act. Although several  S ta tes  par t ic ipated i n  such an arrangement on 
an experimental basis ,  no such arrangement8 have been i n  a f f e c t  s ince  
July 1949. 

(b) Combining wage credits.--This provision makes it possible f o r  t h e  
S ta tes  t o  enter  i n t o  an arrangement whereby wage c red i t s  earned i n  more 
than one S t a t e  may be combined i n  order t o  accumulate all of a worker's 
wage c red i t s  i n  one determination of insured s ta tus .  This provision 
authorize8 t h e  present basic wage-combining arrangement i n  which several  
S ta tes  a re  participating,, Under t h i s  arrangement wage ored i t s  may be 
combined only i f  the claimant does not have insured s t a t b s  i n  any State,  
The subsection i e  so worded, however, a s  t o  enable the Sta tes  t o  adopt 
a more complete wage-combiag plan, o r  a plm fo r  the  use of wgge 
cred i t s  by another S ta te  even though there a r e  no c r ed i t s  the re  with 
which t o  combine, 

Fur Sta tes  which charge benef i ts  to  employer accounts, the  language i n  
the footnote t o  the  t ex t  should be added t o  the provision t o  l i m i t  the  
charging of benef i ts  paid under wage-transfer arrangements t o  exclude: 
(1)benefi te paid i n  excess of the maximum weekly o r  annual amounts 



Commentary - Section l5 (b)  

provided in the benefi t  formula i n  aection 3; and ( 2 )  benef i ts  paid on 
the basis  of earnings i n su f f i c i en t  i n  themselvoa for  t h e  claimant to 
qua l i fy  under aection 3, 

(c )  Reci ocal covera e.--For the  mast pa r t ,  aervice p e r f o m d  bf anaff---+individu or  one emp oying un i t  i n  more than one &ate is mb.jeaC fa 
on0 S t a t e  l a w  by reasbn of the  localicatiot+of-wcrk p t -ov leh i s  Irt aed-
t ion  2(k)(2) and (3) which have beerr adopted by a l l  S ta tes  and bg Catiada. 
rervice performed by an individual  i n  one State  fo r  an i n t e r b t a t e  emplcye* 
1s normally covered by the  l a w  of t he  S t a t e  i n  which i.l;i s performed. 
Section 15(c)  provides, however, that the cormnissioner may entel' into 
reciprocal  arrangements w i t h  other S ta tes  t o  permit coverage in one S t a t e  
under circumstances no t  included i n  the loca l ixa t ion  provlsicns, o r  izi 
ce r t a in  circumstances which a r e  contrary t o  the  mandatory coverage pro- 
v i s i o n ~ .  In States  subscribing t o  such a reciprocal  arrangement employers 
are permitted t o  elect coverage of specified service  in one State.  Such 
e lect ions  may be handled through the  S t a t e ' s  regular e lec t ive  coverage 
procedures, 

In order that  any such eloction may be e f f ec t i ve  it is necessary t h a t  the  
S t a t e  l a w  include a l so  the provisions of sect ion 2(k)(4) and 2(k)(6)(Q), 
Section 2(k) (6) (Q) i e  e m e n t i a l  t o  permit a naiver  of mandatory coverage 
by one State  so that an e lect ion of coverage of the  same service  may be 
approved by another Sta te ,  However, f o r  e lec  tiona under sect ion 15 (c ) (1) , 
such service muat be counted in the S ta te  of or iginal  coverage i n  deter-
mining whether an employing uni t  is an employer, aa provided i n  sect ion 
2(1) (1)of the a1ternat ive  def i n i  t ione of employer. 

I n  the pa s t  s a e  Sta tes  have not entered i n t o  the  reciprocal  coverage 
arrangement because it appuared t o  them to be inconsistent  with t he  pro-
vis ion i n  sect ion 5(k) which prohibits  an individual  from waiving any of 
his r i gh t s  under the  Act. Other States  have assumed t h a t  the authorilsa-
t ion  to enter i n t o  the  reciprocal  arrangement overrode any conf l ic t ing 
provisions. I n  order t o  remove any question on t h i s  ecore, sect ion 15(c) 
includes the m r d s  nnotnithatanding the  provisions o f  aection 5 (k)." 
Tno d i f f e r en t  types of coverage arrangements a r e  provided, One r e f e r s  t o  
individuels performing service in more than one State. 'he other  r e f e r s  
to a few individuals performing service  in only one S ta te  f o r  an in te r -
s ta te  employer. Theae tm types could be included i n  one omr-a l l  arrange-
ment o r  each could be the subject  of a separate arrangement. They are pre-
rzented in two separate  paragraphs because most Sta tes  a r e  norr par t ic ipat ing 
i n  an i n t e r s t a t e  reciprocal  coverago arrangement s U l a r  t o  that authorized 
i n  paragraph ( l ) ,  bu t  no general arranganent to  implement paragraph (2) has 
been adopted. The prasent arrangement could be rescinded and a new omnibus 
arrangement covering both types of elektrion w i l d  be adopted by the Sta tes ,  
o r  t h e  present arranpment could be continued, supplemented by a new arrange-
ment covering the proviaions of paragmph (2). 



Commentary - Sect ion  15 ( c )  

The purpose of t h e  arrangement i n  paragraph (1 )  i s  t o  achieva con t inu i ty  
of  coverage, i n  one S t a t e ,  of s e r v i c e  performed by an i n d i v i d u a l  i n  more 
than one S t a t e  f o r  one employing u n i t ,  even though some of t h e  s e r v i c e  
may have been s u b j e c t  t o  t h e  mandatory coverage provis ion  of  t h e  l a w  of 
some o the r  S t a t e .  E lec t ions  under t h i s  type of r e c i p r o c a l  arrangement 
a r e  in tended  t o  apply t o  i nd iv idua l s  who a r e  n o t  cont inuously employed 
by an employing u n i t  b u t  a r e  h i r e d  by t h e  job, and whose consecut ive 
jobs f o r  t he  same employing u n i t  i n  d i f f e r e n t  S t a t e s  pay be o f  long 
enough du ra t ion  t o  be covered i n  t h e  S t a t e s  i n  which t h e  s e r v i c e  i s  per-
formed, Under t h i s  provis ion ,  t h e  employing u n i t  may e l e c t  t o  cover a l l  
t h e  s e r v i c e  performed by such an i n d i v i d u a l  i n  any one of t h e  S t a t e s  i n  
which ( A )  any p a r t  of his work i s  performed, (B)  he has h i s  res idence ,  
o r  ( C )  t h e  employing u n i t  maintains ' a  p l a c e  of business.  The acquies- 
cence of t h e  individual must be obtained p r i o r  t o  f i n a l  approval  of t h e  
e lec t ion .  I n  a d d i t i o n  t o  providing con t inu i ty  of coverage f o r  the 
worker, such an e l e c t i o n  may reduce t h e  number of S t a t e s  t o  which an 
employing u n i t  must r e p o r t  wages. 

The purpose o f  the arrangement i n  paragraph (2 )  i s  t o  permit  an employer 
who has out-of-State employees, each working i n  only one S t a t e  and no t  
more than  t h r e e  i n  any one S t a t e ,  t o  concent ra te  h i s  wage r e p o r t s  i n  
one S ta t e .  Under t h i s  type of arrangement a n  employer may e l e c t  t o  
cover under t he  law of the S t a t e  i n  which he has his p r i n c i p a l  o f f i c e  a 
few i n d i v i d u a l s  who customari ly  work f o r  him i n  another  S t a t e  and whose 
wages are normally s u b j e c t  t o  con t r ibu t ions  i n  t h a t  S ta te .  The number 
of i n d i v i d u a l s  whose coverage may be t r a n s f e r r e d  from one S t a t e  to  
another  i s  l i m i t e d  to t h r e e  i n  order  t o  prevent  concent ra t ion  of coverage 
of c e r t a i n  nation-wide en te rp r i s e s .  The c insen t  of t h e  i n d i v i d u a l  i n  
t h i s  type  of  e l e c t i o n  i s  p a r t i c u l a r l y  important  s i n c e  he has a b a s i c  
r i g h t  t o  coverage under t h e  law of t he  S t a t e  from which h i s  c r e d i t s  would 
l ~ et r a n s f e r r e d  as a r e s u l t  of t h e  e l e c t i o n  and may l o s e  s u b s t a n t i a l  bene- 
f i t  r i g h t s  i f  t h e  law of t h e  S t a t e  of  e l e c t i o n  i s  l e s s  l i b e r a l  t han  t h e  
law of t h e  S t a t e  where he performs his se rv i ce .  This type  of  r e c i p r o c a l  
coverage provis ion  has been reques ted  by t h e  admin i s t r a to r s  i n  some 
S t a t e s  i n  o rde r  t o  reduce employer r epo r t ing  requirements.  It i s  opposed 
by o t h e r s  because it i s  no t  cons i s t en t  w i th  one of t h e  b a s i c  p r i n c i p l e s  
of coverage, namely, t h a t  an  ind iv idua l  should be covered i n  t h e  S t a t e  
i n  which he i s  most l i k e l y  to become unemployed and t o  seek work. 

ReexamLnation of r e c i p r o c a l  arrangements.--Section 15 (d )  provides (d)  --
f o r  a f i n d i n g  by t h e  comnissioner whether t o  cont inue arly .arrangement 
when t h e  i n  t he  law of  a p a r t i c i p a t i n g  S t a t e  &e substan-
t i d l y  amended, Such a proltision would remove any ques t ion  a s  t o  t h e  
v a l i d i t y  of t h e  de lega t ion  of l e g i s l a t i v e  power i n  adopting b e n e f i t  
provivions of another  S t a t e  law. The adoption of provis ions  of o the r  
S t a t o  laws has genera l ly  been upheld by the  c o u r t s  when the  e x i s t i n g  
provisione o f  t h e  l a w  of another  S t a t e  a r e  adopted. 



Commentary - Section 15(e)  

( e )  Cooperation with agencies of foreign governments.--Because of the  
n e a r n z y  of Canada, and the cn t8r.r elat ionships between Canadian and 
American industry &d trade,  it i s  desirable-  t ha t  there be cooperation 
between the unemployment insurance systems of these two countries. 
Sta tes ,  how eve^, cannot, under t h e  h i t e d  S ta tes  Consti tu t f  on, enter  
i n t o  agreements with a foreign government. An Ehecutive Agreement has 
been entered in to  by the  governments of the  United S ta tes  and Canada 
(Executive Agreement Ser ies  244) which es tabl ishes  a bas is  fo r  cooper- 
a t ion  between the S ta tes  and the  Unemployment Insurance Commiseion of 
Canada. 


Section 15(e) authorizes the commissioner t o  cooperate i n  arrangements 
of the character  provided i n  section l5(a), (b) ,  and ( c )  w i t h  agencies 
of foreign governments administering unemployment insurance systems. 
This provision implements t h a t  pa r t  of the Executive Agreement which 
r e f e r s  to benefi t  claims and permits the  S ta tes  to include Canada i n  
the t e r m s  of the I n t e r s t a t e  Benefit Payment Plan, The Executive 
Agreement permits Canada t o  pa r t i c ipa t e  i n  the  plan only on a reciprocal  
basts ,  s o  t h a t  it i s  necessary f o r  any Sta te  which wishes t o  include 
Canada i n  i t s  i n t e r s t a t e  claims operations t o  no t i fy  the Canadian 
Commission of its desire.  

The Executive Agreement a l so  permits e lect ion of coverage i n  some one 
ju r i sd ic t ion  of service  t o  which the loca l iza t ion  provisions i n  Qection 
2(k)(2) and ( 3 )  do not apply, when Canada i s  one of the jur isdic t ions  
involved. 



SAVIHG CLAUSE 


E" :via~gclcucc~,--Qhia provlsion i s  included t o  meet the requirements ."- -- ., 
oi rju&ion l603(a) (6)$of the  Federal Urlcl,~ployment Tax Act f o r  approval 
of a State 1~ and of ocction 1603(c) f o r  i t o  continued ce r t i f i c a t i on .  
S x t i o a  1603(~)(6) rquiros t h a t  tho  S t a t e  lam provlde t h a t  a l l  r igh t s ,  
privileges, o r  i d t i e s  conferred by the  law and all a c t s  performed 
i n  accordance r d t h  t he  1a:r shall mist sub jec t  t o  t he  power  of the 
logiolature t o  mend o r  repeal t h e  lair a t  any time. 

SPARABILITY OF PROVISIONS 


K - P  rnb i l . i t y  of or.j.:Aons.--This proviaion is included to prevent the",--.-- ,,
rncl:.Lm.-Won o i ' ~ ; l ~ ~ e " " o y u t e o lby a court  decis ion throwing c a t  aoms 
~ 5 n o rPcnturo of tho Act. 1f any of t h e  Act is heid invalid 
o r  Sf i t o  nppUcatlou to  any person o r  circumutance 18 invalid, t h e  
~ c - ? ~ : h d @ rof tho Act and t h e  appHc~ . t i on  o f  the  proviaion to other 
pzsaono nr drmetancear Pa n o t  affected, 

Section 1 8  

EFFECTIVE !)ATE 

w Li . ~ i , l ~ ~ C - $ : - t e.--All States n m  have m p l o m n t  secur i ty  l a m  which 
,c o i lor,t,fva on tho  dato spccif i s d  i n  t he  enacting l eg i s la t ion .  

Th3 m t t m  of' of fec t l~ t3dakc w i l l  h ~ n c a f o r t hrequire considerat ion 
czt7.y i n  connection r d t h  (1) spec i f i c  amonchents or (2) general revis ion 
e x l  re~nnc tv3n t .  Tho d r n f t i n g  of b i l l s  t o  accomplish change8 i n  e i t h e r  
fo1.m rrfU. rcquiro cnrahxl a t t en t i on  t o  necessary t r an s i t i on  proviaions 
~nzdthe  drxtco on y ~ h i c - ? ~tho  chmgo~!care to  become effect ive .  See also 
tho  ca~ma t , aq ron eoct ion  2, paam C - 6, 13, and 20; aect ion 3, 
pige C - 50i m d  ncetion 8, pago C - 85. 

11. 8. COVFIINMIINT PRINTNU OFFICE : 1050 0 - 001lSR5 

8 9 6 - 5 4 4  


