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benefits against the requesting agency; 
and 

(3) Any wage or claim information 
may be given to another requesting 
agency as defined in this part or to any 
criminal or civil prosecuting authori-
ties acting for or on behalf of the re-
questing agency if provision for such 
redisclosure is contained in the agree-
ment between the requesting agency 
and the State unemployment com-
pensation agency. 

(c) The requesting agency shall per-
mit the State unemployment com-
pensation agency to make onsite in-
spections to ensure that the require-
ments of State unemployment com-
pensation laws and Federal statutes 
and regulations are being met (section 
1137(a)(5)(B). 

§ 603.8 Obtaining information from 
other agencies and crossmatching 
with wage information. 

(a) The State unemployment com-
pensation agency shall obtain such in-
formation from the Social Security ad-
ministration and any requesting agen-
cy as may be needed in verifying eligi-
bility for, and the amount of, benefits. 

(b) To the extent that such informa-
tion shall be determined likely to be 
productive in identifying ineligibility 
for benefits and preventing incorrect 
payments, the State unemployment 
compensation agency shall crossmatch 
quarterly wage information with un-
employment benefit payment informa-
tion (section 1137(a)(2)). 

(c) To the extent necessary, the 
United States Department of Labor 
may amplify on the requirements for 
state compliance with this section in 
instructions issued and published for 
comment in the FEDERAL REGISTER 
under the provisions of section 
1137(a)(2) of the Social Security Act. 

§ 603.9 Effective date of rule. 
The effective date of this subpart A 

rule is May 29, 1986, after consultation 
with the Secretary of Health and 
Human Services and the Secretary of 
Agriculture, may by waiver grant a 
delay in this effective date if the State 
submits within 90 days of publication 
of this rule in final form a plan describ-
ing a good faith effort to comply with 
the requirements of section 1137 (a) and 

(b) of the Social Security Act through 
but not beyond September 30, 1986. 

Subpart B—Quarterly Wage 
Reporting 

§ 603.20 Effective date of rule. 
The requirement that employers in a 

State report quarterly wage informa-
tion to a State agency (which may be 
the State unemployment compensation 
agency), is effective September 30, 1988 
(section 1137(a)(3)). 

§ 603.21 Alternative system. 
The Secretary of Labor (in consulta-

tion with the Secretary of Health and 
Human Services and the Secretary of 
Agriculture) may waive the provision 
that employers in a State are required 
to make quarterly wage reports to a 
State agency if the Secretary deter-
mines that the State has in effect an 
alternative system which is as effec-
tive and timely for purposes of pro-
viding employment related income and 
eligibility data for the purposes de-
scribed in section 1137 of the Social Se-
curity Act. Criteria for such waiver 
and the date for submitting requests 
for such waiver will be issued, if nec-
essary, by the United States Depart-
ment of Labor and published for com-
ment in the FEDERAL REGISTER. 

PART 606—TAX CREDITS UNDER THE 
FEDERAL UNEMPLOYMENT TAX 
ACT; ADVANCES UNDER TITLE XII 
OF THE SOCIAL SECURITY ACT 

Subpart A—General 

Sec. 
606.1 Purpose and scope. 
606.2 Total credits allowable. 
606.3 Definitions. 
606.4 Redelegation of authority. 
606.5 Verification of estimates and review of 

determinations. 
606.6 Information, reports, and studies. 

Subpart B—Tax Credit Reduction 
[Reserved] 

Subpart C—Relief From Tax Credit 
Reduction 

606.20 Cap on tax credit reduction. 
606.21 Criteria for cap. 
606.22 Application for cap. 
606.23 Avoidance of tax credit reduction. 
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606.24 Application for avoidance. 
606.25 Waiver of and substitution for addi-

tional tax credit reduction. 
606.26 Application for waiver and substi-

tution. 

Subpart D—Interest on Advances 

606.30 Interest rates on advances. 
606.31 Due dates for payment of interest. 

[Reserved] 
606.32 Types of advances subject to interest. 
606.33 No payment of interest from unem-

ployment fund. [Reserved] 
606.34 Reports of interest payable. [Re-

served] 
606.35 Order of application for repayments. 

[Reserved] 

Subpart E—Relief from Interest Payment 

606.40 May/September delay. 
606.41 High unemployment deferral. 
606.42 High unemployment delay. 
606.43 Maintenance of solvency effort. 
606.44 Notification of determinations. 

AUTHORITY: 42 U.S.C. 1102; 26 U.S.C. 7805(a); 
Secretary’s Order No. 4–75 (40 FR 18515). 

SOURCE: 53 FR 37429, Sept. 26, 1988, unless 
otherwise noted. 

Subpart A—General 
§ 606.1 Purpose and scope. 

(a) In general. The regulations in this 
part 606 are issued to implement the 
tax credit provisions of the Federal Un-
employment Tax Act, and the loan pro-
visions of title XII of the Social Secu-
rity Act. The regulations on tax credits 
cover all of the subjects of 3302 of the 
Federal Unemployment Tax Act 
(FUTA), except subsections (c)(3) and 
(e). The regulations on loans cover all 
of the subjects in title XII of the Social 
Security Act. 

(b) Scope. This part 606 covers general 
matters relating to this part in this 
subpart A, and in the following sub-
parts includes specific subjects de-
scribed in general terms as follows: 

(1) Subpart B describes the tax credit 
reductions under the Federal Unem-
ployment Tax Act, which relate to out-
standing balances of advances made 
under title XII of the Social Security 
Act. 

(2) Subpart C describes the various 
forms of relief from tax credit reduc-
tions, and the criteria and standards 
for grant of such relief in the form of— 

(i) A cap on tax credit reduction, 

(ii) Avoidance of tax credit reduc-
tion, and 

(iii) Waiver of and substitution for 
additional tax credit reduction. 

(3) Subpart D describes the interest 
rates on advances made under title XII 
of the Social Security Act, dues dates 
for payment of interest, and other re-
lated matters. 

(4) Subpart E describes the various 
forms of relief from payment of inter-
est, and the criteria and standards for 
grant of such relief in the form of— 

(i) May/September delay of interest 
payments, 

(ii) High unemployment deferral of 
interest payments, 

(iii) High unemployment delay of in-
terest payments, and 

(iv) Maintenance of solvency effort 
required to retain a deferral previously 
granted. 

§ 606.2 Total credits allowable. 

The total credits allowed to an em-
ployer subject to the tax imposed by 
section 3301 of the Federal Unemploy-
ment Tax Act shall not exceed 5.4 per-
cent with respect to taxable years be-
ginning after December 31, 1984. 

§ 606.3 Definitions. 

For the purposes of the Acts cited 
and this part— 

(a) Act means as appropriate the Fed-
eral Unemployment Tax Act (26 U.S.C. 
3301–3311), or title XII of the Social Se-
curity Act (42 U.S.C. 1321–1324). 

(b) Advance means a transfer of funds 
to a State unemployment fund, for the 
purpose of paying unemployment com-
pensation, from the Federal unemploy-
ment account in the Unemployment 
Trust Fund, pursuant to section 1202 of 
the Social Security Act. 

(c) Benefit-cost ratio for cap purposes 
for a calendar year is the percentage 
obtained by dividing— 

(1) The total dollar sum of— 
(i) All compensation actually paid 

under the State law during such cal-
endar year, including in such total sum 
all regular, additional, and extended 
compensation, as defined in section 205 
of the Federal-State Extended Unem-
ployment Compensation Act of 1970, 
and excluding from such total sum— 
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(A) Any such compensation paid for 
which the State is entitled to reim-
bursement or was reimbursed under the 
provisions of any Federal Law, and 

(B) Any such compensation paid 
which is attributable to services per-
formed for a reimbursing employer, 
and which is not included in the total 
dollar amount reported under para-
graph (c)(1)(i)(A) of this section, and 

(ii) Any interest paid during such cal-
endar year on any advance, by 

(2) The total wages (as defined in 
§ 606–3(l)) with respect to such 
calendard year. If any percentage de-
termined by this computation for a cal-
endar year is not a multiple of 0.1 per-
cent, such percentage shall be reduced 
to the nearest multiple of 0.1 percent. 

(d) Contributions means payments re-
quired by a State law to be made into 
an unemployment fund by any person 
on account of having individuals in his 
employ, to the extent that such pay-
ments are made by him without being 
deducted or deductible from the remu-
neration of individuals in his employ. 

(e) Federal unemployment tax means 
the excise tax imposed under section 
3301 of the Federal Unemployment Tax 
Act on employers with respect to hav-
ing individuals in their employ. 

(f) Fiscal year means the Federal fis-
cal year which begins on October 1 of a 
year and ends on September 30, of the 
next succeeding year. 

(g) FUTA referes to the Federal Un-
employment Tax Act. 

(h) State unemployment fund or unem-
ployment fund means a special fund es-
tablished under a State law for the 
payment of unemployment compensa-
tion to unemployed individuals, and 
which is an ‘‘unemployment fund’’ as 
defined in section 3306(f) of the Federal 
Unemployment Tax Act. 

(i) Taxable year means the calendar 
year. 

(j) Unemployment tax rate means, for 
any taxable year and with respect to 
any State, the percentage obtained by 
dividing the total amount of contribu-
tions paid into the State unemploy-
ment fund with respect to such taxable 
year by total wages as defined in 
§ 606.3(l). 

(k) Wages, taxable means the total 
sum of remuneration which is subject 
to contributions under a State law. 

(l) Wages, total means the total sum 
of all remuneration covered by a State 
law, disregarding any dollar limitation 
on the amount of remuneration which 
is subject to contributions under the 
State law. 

§ 606.4 Redelegation of authority. 
(a) Redelegation to UIS Director. The 

Director, Unemployment Insurance 
Service (hereinafter ‘‘UIS Director’’), 
is redelegated authority to make the 
determinations required under this 
part. This redelegation is contained in 
Employment and Training Order No. 1– 
84, published in the FEDERAL REGISTER 
on November 14, 1983 (48 FR 51870). 

(b) Delegation by Governor. The Gov-
ernor of a State, as used in this part, 
refers to the highest executive official 
of a State. Wherever in this part an ac-
tion is required by or of the Governor 
of a State, such action may be taken 
by the Governor or may be taken by a 
delegatee of the Governor if the De-
partment is furnished appropriate 
proof of an authoritative delegation of 
authority. 

§ 606.5 Verification of estimates and 
review of determinations. 

The Department of Labor (herein-
after ‘‘Department’’) shall verify all in-
formation and data provided by a State 
under this part, and the State shall 
comply with such provisions as the De-
partment considers necessary to assure 
the correctness and verification of such 
information and data. The State agen-
cy of a State affected by a determina-
tion made by the UIS director under 
this part may seek review of such de-
termination by a higher level official 
of the Employment and Training Ad-
ministration. 

§ 606.6 Information, reports, and stud-
ies. 

A State shall furnish to the Sec-
retary of Labor such information and 
reports and conduct such studies as the 
Secretary determines are necessary or 
appropriate for carrying out the pur-
poses of this part, including any addi-
tional information or data the UIS Di-
rector may require for the purposes of 
making determinations under subparts 
C and E of this part. This collection 
has been approved by the Office of 
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Management and Budget under control 
number 1205–0205. 

Subpart B—Tax Credit Reduction 
[Reserved] 

Subpart C—Relief From Tax Credit 
Reduction 

§ 606.20 Cap on tax credit reduction. 
(a) Applicability. Subsection (f) of sec-

tion 3302 of FUTA authorizes a limita-
tion (cap) on the reduction of tax cred-
its by reason of an outstanding balance 
of advances, if the UIS Director deter-
mines with respect to a State, on or be-
fore November 10 of a taxable year, 
that— 

(1) No action was taken by the State 
during the 12-month period ending on 
September 30 of such taxable year 
which has resulted, or will result, in a 
reduction in the State’s unemployment 
tax effort, as defined in § 606.21(a); 

(2) No action was taken by the State 
during the 12-month period ending on 
September 30 of such taxable year 
which has resulted, or will result, in a 
net decrease in the solvency of the 
State unemployment compensation 
system, as defined in § 606.21(b); 

(3) The State unemployment tax rate 
(as defined in § 606.3(j)) for the taxable 
year equals or exceeds the average ben-
efit-cost ratio (as defined in § 606.3(c)) 
for the calendar years in the five-cal-
endar year period ending with the cal-
endar year immediately preceding the 
taxable year for which the cap is re-
quested, under the rules specified in 
§ 606.21 (c) and (d); and 

(4) The outstanding balance of ad-
vances to the State on September 30 of 
the taxable year was not greater than 
the outstanding balance of advances to 
the State on September 30 of the third 
preceding taxable year. 

(b) Maximum tax credit reduction. If a 
State qualifies for a cap, the maximum 
tax credit reduction for the taxable 
year shall not exceed 0.6 percent, or, if 
higher, the tax credit reduction that 
was in effect for the taxable year pre-
ceding the taxable year for which the 
cap is requested. 

(c) Year not taken into account. If a 
State qualifies for a cap for any year, 
the year and January 1 of the year to 

which the cap applies will not be taken 
into account for purposes of deter-
mining reduction of tax credit for sub-
sequent taxable years. 

(d) Partial caps. Partial caps obtained 
under subsection (f)(8) are no longer 
available. Nevertheless, for the pur-
poses of applying section 3302(c)(2) to 
subsequent taxable years, partial cap 
credits earned will be taken into ac-
count for purposes of determining re-
duction of tax credits. Also, the tax-
able year to which the partial cap ap-
plied (and January 1 thereof) will be 
taken into account for purposes of de-
termining reduction of tax credits for 
subsequent taxable years. 

§ 606.21 Criteria for cap. 
(a) Reduction in unemployment tax ef-

fort. (1) For purposes of paragraph (a)(1) 
of § 606.20, a reduction in a State’s un-
employment tax effort will have oc-
curred with respect to a taxable year if 
any action is or was taken (legislative, 
judicial, or administrative,) that is ef-
fective during the 12-month period end-
ing on September 30 of such taxable 
year, which has resulted in or will re-
sult in a reduction of the amount of 
contributions paid or payable or the 
amounts that were or would have been 
paid or payable but for such action. 

(2) Actions that will result in a re-
duction in tax effort include, but are 
not limited to, a reduction in the tax-
able wage base, the tax rate schedule, 
tax rates, or taxes payable (including 
surtaxes) that would not have gone 
into effect but for the legislative, judi-
cial, or administrative action taken. 
Notwithstanding the foregoing cri-
terion, a reduction in unemployment 
tax effort resulting from any provision 
of the State law enacted prior to Au-
gust 13, 1981, will not be taken into ac-
count as a reduction in the State’s un-
employment tax effort for the purposes 
of this section. 

(b) Net decrease in solvency. For pur-
poses of paragraph (a)(2) of § 606.20, a 
net decrease in the solvency of the 
State’s unemployment compensation 
system will have occurred with respect 
to a taxable year if any action is or 
was taken (legislative, judicial, or ad-
ministrative), that is effective during 
the 12-month period ending on Sep-
tember 30 of such taxable year, which 
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has resulted in or will result in an in-
crease in benefits without at least an 
equal increase in taxes, or a decrease in 
taxes without at least an equal de-
crease in benefits. Notwithstanding the 
foregoing criterion, a decrease in sol-
vency resulting from any provision of 
the State law enacted prior to August 
13, 1981, will not be taken into account 
as a reduction in solvency of the 
State’s unemployment compensation 
system for the purposes of this section. 

(c) State unemployment tax rate. For 
purposes of paragraph (a)(3) of § 606.20, 
the State unemployment tax rate is de-
fined in § 606.3(j). If such percentage is 
not a multiple of 0.1 percent, the per-
centage shall remain unrounded. 

(d) State five-year average benefit cost 
ratio. For purposes of paragraph (a)(3) 
of § 606.20, the average benefit cost 
ratio for the five preceding calendar 
years is the percentage determined by 
dividing the sum of the benefit cost ra-
tios for the five years by five. If such 
percentage is not a multiple of 0.1 per-
cent, the percentage shall remain 
unrounded. 

§ 606.22 Application for cap. 
(a) Application. (1) The Governor of 

the State shall make application, ad-
dressed to the Secretary of Labor, no 
later than July 1 of a taxable year with 
respect to which a State requests a cap 
on tax credit reduction. The Governor 
is required to notify the Department 
on or before October 15 of such taxable 
year of any action occurring after the 
date of the initial application and ef-
fective prior to October 1 of such year 
that would impact upon the State’s ap-
plication. 

(2) The UIS Director will make a de-
termination on the application on or 
before November 10 of such taxable 
year, will notify the applicant and the 
Secretary of the Treasury of such de-
termination, and will cause notice of 
such determination to be published in 
the FEDERAL REGISTER. 

(b) Anticipated impact statement. In 
support of the application by the Gov-
ernor, there shall be submitted with 
the application (on or before October 
15), for the purposes of the criteria de-
scribed in §§ 606.20(a) (1) and (2) and 
606.21 (a) and (b), a description of all 
statutory provisions enacted or amend-

ed, regulations adopted or revised, ad-
ministrative policies and procedures 
adopted or revised, and judicial deci-
sions given effect, which are effective 
during the 12-month period ending on 
September 30 of the taxable year for 
which a cap on tax credit reduction is 
requested, and an anticipated impact 
statement (AIS) for each such program 
action in the following respect— 

(1) The estimated dollar effect on 
each program action upon expenditures 
for compensation from the State unem-
ployment fund and for the amounts of 
contributions paid or payable in such 
12-month period, including the effect of 
interaction among program actions, 
and with respect to program actions 
for which dollar impact cannot be esti-
mated or is minor or negligible, indi-
cate whether the impact is positive or 
negative; 

(2) If a program action has no such 
dollar effect, an explanation of why 
there is or will be no such effect; 

(3) A description of assumptions and 
methodology used and the basis for the 
financial estimate of the impact of 
each program action described in para-
graphs (b)(1) and (b)(2) of this section; 
and 

(4) A comparision of the program ac-
tions described in paragraphs (b)(1) and 
(b)(2) of this section with the program 
actions prior to the Federal fiscal year 
(as defined in § 606.3(f)) which ends on 
such September 30. 

(c) Unemployment tax rate. With re-
spect to the unemployment tax rate 
criterion described in §§ 606.20(a)(3) and 
606.21(c), the application shall include 
an estimate for the taxable year with 
respect to which a cap on tax credit re-
duction is requested and actual data 
for the prior two years as follows: 

(1) The amount of taxable wages as 
defined in § 606.3(k); 

(2) The amount of total wages as de-
fined in § 606.3(l); and 

(3) The estimated distribution of tax-
able wages, as defined in § 606.3(k), by 
tax rate under the State law. 

(d) Benefit cost ratio. With respect to 
the benefit cost ratio criterion de-
scribed in §§ 606.20(a)(3) and 606.21(d), 
the application shall include for each 
of the five calendar years prior to the 
taxable year for which a cap on tax 
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credit reduction is requested, the fol-
lowing data: 

(1) The total dollar sum of compensa-
tion actually paid under the State law 
during the calendar year, including in 
such total sum all regular, additional, 
and extended compensation as defined 
in section 205 of the Federal-State Ex-
tended Unemployment Compensation 
Act of 1970, but excluding from such 
total sum— 

(i) The total dollar amount of such 
compensation paid for which the State 
is entitled to reimbursement or was re-
imbursed under the provisions of any 
Federal law; 

(ii) The total dollar amount of such 
compensation paid which is attrib-
utable to services performed for a re-
imbursing employer, and which is not 
included in the total amount reported 
under paragraph (d)(1)(i) of this sec-
tion; 

(2) The total dollar amount of inter-
est paid during the calendar year on 
any advance; and 

(3) The total dollar amount of wages 
(as defined in § 606.3(l)) with respect to 
such calendar year. 

(e) Documentation required. Copies of 
the sources of or authority for each 
program action described in paragraph 
(b) of this section shall be submitted 
with each application for a cap on tax 
credit reduction. In addition, a nota-
tion shall be made on each AIS of 
where all figures referred to are con-
tained in reports required by the De-
partment or in other data sources. 

(f) State contact person. The Depart-
ment may request additional informa-
tion or clarification of information 
submitted bearing upon an application 
for a cap on tax credit reduction. To 
expedite requests for such information, 
the name and telephone number of an 
appropriate State official shall be in-
cluded in the application by the Gov-
ernor. 

§ 606.23 Avoidance of tax credit reduc-
tion. 

(a) Applicability. Subsection (g) of 
section 3302 of FUTA authorizes a 
State to avoid a tax credit reduction 
for a taxable year by meeting the three 
requirements of subsection (g). These 
requirements are met if the UIS Direc-
tor determines that: 

(1) Advances were repaid by the State 
during the one-year period ending on 
November 9 of the taxable year in an 
amount not less than the sum of— 

(i) The potential additional taxes (as 
estimated by the UIS Director) that 
would be payable by the State’s em-
ployers if paragraph (2) of section 
3302(c) of FUTA were applied for such 
taxable year (as estimated with regard 
to the cap on tax credit reduction for 
which the State qualifies under §§ 606.20 
to 606.22 with respect to such taxable 
year), and 

(ii) Any advances made to such State 
during such one-year period under title 
XII of the Social Security Act; 

(2) There will be adequate funds in 
the State unemployment fund (as esti-
mated by the UIS Director) sufficient 
to pay all benefits when due and pay-
able under the State law during the 
three-month period beginning on No-
vember 1 of such taxable year without 
receiving any advance under title XII 
of the Social Security Act; and 

(3) There is a net increase (as esti-
mated by the UIS Director) in the sol-
vency of the State unemployment com-
pensation system for the taxable year 
and such net increase equals or exceeds 
the potential additional taxes for such 
taxable year as estimated under para-
graph (a)(1)(i) of this section. 

(b) Net increase in solvency. (1) The net 
increase in solvency for a taxable year, 
as determined for the purposes of para-
graph (a)(3) of this section, must be at-
tributable to legislative changes made 
in the State law after the later of— 

(i) September 3, 1982, or 
(ii) The date on which the first ad-

vance is taken into account in deter-
mining the amount of the potential ad-
ditional taxes. 

(2) The UIS Director shall determine 
the net increase in solvency by first es-
timating the difference between rev-
enue receipts and benefit outlays under 
the law in effect for the year for which 
avoidance is requested, as if the rel-
evant changes in State law referred to 
in paragraph (b)(1) of this section were 
not in effect for such year. The UIS Di-
rector shall then estimate the dif-
ference between revenue receipts and 
benefit outlays under the law in effect 
for the year for which the avoidance is 
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requested, taking into account the rel-
evant changes in State law referred to 
in paragraph (b)(1) of this section. The 
amount (if any) by which the second 
estimated difference exceeds the first 
estimated difference shall constitute 
the net increase in solvency for the 
purposes of this section. 

(c) Year taken into account. If a State 
qualifies for avoidance for any year, 
that year and January 1 of that year to 
which the avoidance applies will be 
taken into account for purposes of de-
termining reduction of tax credits for 
subsequent taxable years. 

§ 606.24 Application for avoidance. 
(a) Application. (1) The Governor of 

the State shall make application, ad-
dressed to the Secretary of Labor, no 
later than July 1 of a taxable year with 
respect to which a State requests 
avoidance of tax credit reduction. The 
Governor is required to notify the De-
partment on or before October 15 of 
such taxable year of any action im-
pacting upon the State’s application 
occurring subsequent to the date of the 
initial application and on or before No-
vember 10. 

(2) The UIS Director will make a de-
termination on the application as of 
November 10 of such taxable year, will 
notify the applicant and the Secretary 
of the Treasury of such determination, 
and will cause notice of such deter-
mination to be published in the FED-
ERAL REGISTER. 

(b) Information. (1) The application 
shall include a statement of the 
amount of advances repaid and to be 
repaid during the one-year period end-
ing on November 9 of the taxable year 
for which avoidance is requested. If the 
amount repaid as of the date of the ap-
plication is less than the amount re-
quired to satisfy the provisions of 
§ 606.23(a)(1), the Governor shall provide 
a report later of the additional repay-
ments that have been made in the re-
mainder of the one-year period ending 
on November 9 of the taxable year, for 
the purposes of meeting the provisions 
of § 606.23(a)(1). 

(2) The application also shall include 
estimates of revenue receipts, benefit 
outlays, and end-of-month fund balance 
for each month in the period beginning 
with September of the taxable year for 

which avoidance is requested through 
the subsequent January. Actual data 
for the comparable period of the pre-
ceding year also shall be included in 
the application in order to determine 
the reasonableness of such estimates. 

(3) The application also shall include 
a description of State law changes, ef-
fective for the taxable year for which 
the avoidance is requested, which re-
sulted in a net increase in the solvency 
of the State unemployment compensa-
tion system, and documentation which 
supports the State’s estimate of the 
net increase in solvency for such tax-
able year. 

§ 606.25 Waiver of and substitution for 
additional tax credit reduction. 

A provision of subsection (c)(2) of sec-
tion 3302 of FUTA provides that, for a 
State that qualifies, the additional tax 
credit reduction applicable under sub-
paragraph (C), beginning in the fifth 
consecutive year of a balance of out-
standing advances, shall be waived and 
the additional tax credit reduction ap-
plicable under subparagraph (B) shall 
be substituted. The waiver and substi-
tution are granted if the UIS Director 
determines that the State has taken no 
action, effective during the 12-month 
period ending on September 30 of the 
year for which the waiver and substi-
tution are requested, which has re-
sulted or will result in a net decrease 
in the solvency of the State unemploy-
ment compensation system as deter-
mined for the purposes of §§ 606.20(a)(2) 
and 606.21(b). 

§ 606.26 Application for waiver and 
substitution. 

(a) Application. The Governor of the 
State shall make application addressed 
to the Secretary of Labor, no later 
than July 1 of a taxable year with re-
spect to which a State requests waiver 
and substitution. Any such application 
shall contain the supportive data and 
information required by § 606.22(b) for 
the purposes of §§ 606.20(a)(2) and 
606.21(b). The Governor is required to 
notify the Department on or before Oc-
tober 15 of such taxable year of action 
occurring after the date of the initial 
application and effective prior to Octo-
ber 1 of such year that would impact 
upon the State’s application. 
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1 (EDITORIAL NOTE: This section will be 
added at a later date.) 

(b) Notification of determination. The 
UIS Director will make a determina-
tion on the application as of November 
10 of the taxable year, will notify the 
applicant and the Secretary of the 
Treasury of the resulting tax credit re-
duction to be applied, and will cause 
notice of such determination to be pub-
lished in the FEDERAL REGISTER. 

Subpart D—Interest on Advances 

§ 606.30 Interest rates on advances. 
Advances made to States pursuant to 

title XII of the Social Security Act on 
or after April 1, 1982, shall be subject to 
interest payable on the due dates speci-
fied in § 606.31.1 The interest rate for 
each calendar year will be 10 percent 
or, if less, the rate determined by the 
Secretary of the Treasury and an-
nounced to the States by the Depart-
ment. 

§ 606.31 Due dates for payment of in-
terest. [Reserved] 

§ 606.32 Types of advances subject to 
interest. 

(a) Payment of interest. Except as oth-
erwise provided in paragraph (b) of this 
section each State shall pay interest 
on any advance made to such State 
under title XII of the Social Security 
Act. 

(b) Cash flow loans. Advances repaid 
in full prior to October 1 of the cal-
endar year in which made are deemed 
cash flow loans and shall be free of in-
terest; provided, that the State does 
not receive an additional advance after 
September 30 of the same calendar 
year. If such additional advance is re-
ceived by the State, interest on the 
completely repaid earlier advance(s) 
shall be due and payable not later than 
the day following the date of the first 
such additional advance. The adminis-
trator of the State agency shall notify 
the Secretary of Labor no later than 
September 10 of those loans deemed to 
be cash flow loans and not subject to 
interest. This notification shall include 
the date and amount of each loan made 
in January through September and a 
copy of documentation sent to the Sec-

retary of the Treasury requesting loan 
repayment transfer(s) from the State’s 
account in the Unemployment Trust 
Fund to the Federal unemployment ac-
count in such Fund. 

§ 606.33 No payment of interest from 
unemployment fund. [Reserved] 

§ 606.34 Reports of interest payable. 
[Reserved] 

§ 606.35 Order of application for re-
payments. [Reserved] 

Subpart E—Relief from Interest 
Payment 

§ 606.40 May/September delay. 

Subsection (b)(3)(B) of section 1202 of 
the Social Security Act permits a 
State to delay payment of interest ac-
crued on advances made during the last 
five months of the Federal fiscal year 
(May, June, July, August, and Sep-
tember) to no later than December 31 
of the next succeeding calendar year. If 
the payment is delayed, interest on the 
delayed payment will accrue from the 
normal due date (i.e., September 30) 
and in the same manner as if the inter-
est due on the advance(s) was an ad-
vance made on such due date. The Gov-
ernor of a State which has decided to 
delay such interest payment shall no-
tify the Secretary of Labor no later 
than September 1 of the year with re-
spect to which the delay is applicable. 

§ 606.41 High unemployment deferral. 

(a) Applicability. Subsection (b)(3)(C) 
of section 1202 of the Social Security 
Act permits a State to defer payment 
of, and extend the payment for, 75 per-
cent of interest charges otherwise due 
prior to October 1 of a year if the UIS 
Director determines that high unem-
ployment conditions existed in the 
State. 

(b) High unemployment defined. For 
purposes of this section, high unem-
ployment conditions existed in the 
State if the State’s rate of insured un-
employment (as determined for pur-
poses of 20 CFR 615.12) under the State 
law with respect to the period con-
sisting of the first six months of the 
preceding calendar year equalled or ex-
ceeded 7.5 percent; this means that in 
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weeks 1 (that week which includes Jan-
uary 1 of the year) through 26 of such 
preceding calendar year, the rate of in-
sured unemployment reported by the 
State and accepted by the Department 
under 20 CFR part 615 must have aver-
aged a percentage equalling or exceed-
ing 7.5 percent. 

(c) Schedule of deferred payments. The 
State must pay prior to October 1 one- 
fourth of the interest due, and must 
pay a minimum of one-third of the de-
ferred amount prior to October 1 in 
each of the three years following the 
year in which deferral was granted; at 
the State’s option payment of deferred 
interest may be accelerated. 

(d) Related criteria. Timely payment 
of one-fourth of the interest due prior 
to October 1 is a precondition to ob-
taining deferral of payment of 75 per-
cent of the interest due. No interest 
shall accrue on such deferred interest. 

(e) Application for deferral and deter-
mination. (1) The Governor of a State 
which has decided to request such de-
ferral of interest payment shall apply 
to the Secretary of Labor no later than 
July 1 of the taxable year for which the 
deferral is requested. 

(2) The UIS Director will determine 
whether deferral is or is not granted on 
the basis of the Department’s records 
of reports of the rates of insured unem-
ployment and information obtained 
from the Department of the Treasury 
as to the timely and full payment of 
one-fourth of the interest due. 

§ 606.42 High unemployment delay. 

(a) Applicability. Paragraph (9) of sec-
tion 1202 (b) of the Social Security Act 
permits a State to delay for a period 
not exceeding nine months the interest 
payment due prior to October 1 if, for 
the most recent 12-month period prior 
to such October 1 for which data are 
available, the State had an average 
total unemployment rate of 13.5 per-
cent or greater. 

(b) Delayed due date. An interest pay-
ment delayed under paragraph (9) must 
be paid in full not later than the last 
official Federal business day prior to 
the following July 1; at the State’s op-
tion payment of delayed interest may 
be accelerated. No interest shall accrue 
on such delayed payment. 

(c) Application for delay in payment 
and determination. (1) The Governor of a 
State which has decided to request 
delay in payment of interest under 
paragraph (9) shall apply to the Sec-
retary of Labor no later than July 1 of 
the taxable year for which the delay is 
requested. 

(2) The UIS Director will determine 
whether delay is or is not granted on 
the basis of seasonally unadjusted ci-
vilian total unemployment rate data 
published by the Department’s Bureau 
of Labor Statistics. 

§ 606.43 Maintenance of solvency ef-
fort. 

(a) Applicability. Legislative-action 
interest deferrals obtained under sub-
section (b)(8) (A) through (C) of section 
1202 of the Social Security Act are no 
longer available. Nevertheless, States 
must maintain their solvency effort 
with respect to any such deferrals ap-
proved in 1983, 1984, and 1985 in order 
for the deferral to continue to apply in 
each subsequent year of deferral. 

(b) Determination regarding mainte-
nance of solvency effort. (1) The UIS Di-
rector shall determine if there is a net 
reduction in solvency effort by first es-
timating revenue receipts and benefit 
outlays under the law in effect in the 
12-month period ending on September 
30 of the year for which continuation of 
deferral is requested as if it were effec-
tive in the base year (12-month period 
for which the first deferral was grant-
ed). 

(2) The UIS Director shall then com-
pare revenue receipts and benefit out-
lays for the base year (previously esti-
mated at the time of the original defer-
ral) with revenue receipts and benefit 
outlays estimated in paragraph (b)(1) of 
this section. 

(3) If the sum of— 
(i) The percentage increase in rev-

enue receipts from the base year to the 
year for which the continuation of de-
ferral is requested (as estimated in 
paragraph (b)(1) of this section), and 

(ii) The percentage decrease in ben-
efit outlays from the base year to the 
year for which the continuation of de-
ferral is requested (as estimated in 
paragraph (b)(1) of this section), 
is equal to or greater than the sum of 
such percentages achieved for the 12- 
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month period ending on September 30 
of the year for which the latest deferral 
was obtained, the State will have 
maintained its solvency effort, but if 
less, then a reduction in solvency effort 
will have occurred. 

(4) Notwithstanding the results of the 
calculation in paragraph (b)(3) of this 
section, if there is no increase in rev-
enue receipts or no decrease in benefit 
outlays between the base year and the 
year for which continuation of deferral 
is requested, then a reduction in sol-
vency effort will have occurred. 

(c) Effect of determination. (1) If the 
UIS Director determines that a State 
has maintained its solvency effort, con-
tinuation of deferral will be granted, 
and the State will be required to time-
ly pay the deferred interest payable 
prior to October 1 of the year with re-
spect to which such determination is 
made. 

(2) If the UIS Director determines 
that a State failed to maintain its sol-
vency effort, all deferred interest shall 
be due and payable prior to October 1 
of the year with respect to which such 
determination is made. 

(d) Application and information. (1) 
The Governor of a State which has de-
cided to request continuation of a pre-
viously approved deferral of interest 
payments shall apply to the Secretary 
of Labor no later than July 1 of the 
year for which continuation is re-
quested. The Governor is required to 
notify the Department on or before 
September 1 of such taxable year of 
any action impacting upon the State’s 
application which has occurred or will 
occur subsequent to the date of the ini-
tial application and on or before Sep-
tember 30. 

(2) In support of the application by 
the Governor, there shall be submitted 
for the purposes of the estimates re-
quired in paragraph (b) of this section 
documentation as specified in § 606.22 
(b)(1) through (4), (c) and (f) and bear-
ing upon the application for continu-
ation of deferral, in terms of the rel-
evant comparison between revenue re-
ceipts and benefit outlays. 

§ 606.44 Notification of determinations. 
The UIS Director will make deter-

minations under §§ 606.41, 606.42, and 
606.43 on or before September 10 of the 

taxable year, will promptly notify the 
applicants and the Secretary of the 
Treasury of such determinations, and 
will cause notice of such determina-
tions to be published in the FEDERAL 
REGISTER. The UIS Director also will 
inform the Secretary of the Treasury 
and cause notice to be published in the 
FEDERAL REGISTER of information with 
respect to delayed payment of interest 
as provided in § 606.40. 

PART 609—UNEMPLOYMENT COM-
PENSATION FOR FEDERAL CIVIL-
IAN EMPLOYEES 

Subpart A—General Provisions 

Sec. 
609.1 Purpose and application. 
609.2 Definitions of terms. 

Subpart B—Administration of UCFE Program 

609.3 Eligibility requirements for UCFE. 
609.4 Weekly and maximum benefit 

amounts. 
609.5 Claims for UCFE. 
609.6 Determinations of entitlement; no-

tices to individual. 
609.7 Appeal and review. 
609.8 The applicable State for an individual. 
609.9 Provisions of State law applicable to 

UCFE claims. 
609.10 Restrictions on entitlement. 
609.11 Overpayments; penalties for fraud. 
609.12 Inviolate rights to UCFE. 
609.13 Recordkeeping; disclosure of informa-

tion. 
609.14 Payments to States. 
609.15 Public access to Agreements. 
609.16 Administration in absence of an 

Agreement. 
609.17 Information, reports, and studies. 

Subpart C—Responsibilities of Federal 
Agencies 

609.20 Information to Federal civilian em-
ployees. 

609.21 Findings of Federal agency. 
609.22 Correcting Federal findings. 
609.23 Furnishing additional information. 
609.24 Reconsideration of Federal findings. 
609.25 Furnishing other information. 
609.26 Liaison with Department. 

AUTHORITY: 5 U.S.C. 8508; Secretary’s Order 
No. 4–75, 40 FR 18515; (5 U.S.C. 301). Interpret 
and apply secs. 8501–8508 of title 5, United 
States Code. 

SOURCE: 47 FR 54687, Dec. 3, 1982, unless 
otherwise noted. 
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