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of the regional representatives from a 
nationwide point of view, examining 
each State’s request in the light of the 
experience of other States to insure eq-
uitable treatment among the States in 
the allocation of funds made available 
by Congress for the administration of 
State unemployment compensation 
laws and public employment service 
programs. 

(c) Action by ETA National Office. If 
the ETA National Office approves the 
State’s budget request, the State agen-
cy is notified; and, provided the condi-
tions precedent to grants continue dur-
ing the budgetary period, certifications 
for payment, under the approved budg-
et, stating the amounts, are made by 
the ETA National Office to the Sec-
retary of the Treasury quarterly. Upon 
denial of a request, in whole or in part, 
the State agency is notified and the 
Regional Administrator is instructed 
to negotiate with the State with a view 
to removing the basis for denial. 

(Approved by the Office of Management and 
Budget under control number 1205–0132) 

[15 FR 5886, Aug. 31, 1950, as amended at 42 
FR 4724, Jan. 25, 1977; 49 FR 18295, Apr. 30, 
1984; 71 FR 35513, June 21, 2006] 

§ 601.7 [Reserved] 

§ 601.8 Agreement with Postmaster 
General. 

The Secretary of Labor and the Post-
master General have been directed by 
the Congress (title II of the Labor-Fed-
eral Security Agency Appropriation 
Act, 1950) to prescribe a mutually satis-
factory procedure whereby official 
State employment security postal mat-
ter will be handled without the prepay-
ment of postage. In lieu of such prepay-
ments, the Secretary periodically cer-
tifies to the Secretary of the Treasury 
for payment to the U.S. Postal Service 
the amount necessary to cover the cost 
of State agency mailings. The amount 
of payment is based on a formula 
agreed upon by the Secretary of Labor 
and the U.S. Postal Service. 

[15 FR 5886, Aug. 31, 1950, as amended at 42 
FR 4724, Jan. 25, 1977] 

§ 601.9 Audits. 
The Department of Labor’s audit reg-

ulations at 29 CFR Part 96 and 29 CFR 
Part 99 shall apply with respect to em-

ployment service and unemployment 
compensation programs. 

[46 FR 7766, Jan. 23, 1981, as amended at 71 
FR 35513, June 21, 2006] 

PART 602—QUALITY CONTROL IN 
THE FEDERAL-STATE UNEMPLOY-
MENT INSURANCE SYSTEM 

Subpart A—General Provisions 

Sec. 
602.1 Purpose. 
602.2 Scope. 

Subpart B—Federal Requirements 

602.10 Federal law requirements. 
602.11 Secretary’s interpretation. 

Subpart C—State Responsibilities 

602.20 Organization. 
602.21 Standard methods and procedures. 
602.22 Exceptions. 

Subpart D—Federal Responsibilities 

602.30 Management. 
602.31 Oversight. 

Subpart E—Quality Control Grants to States 

602.40 Funding. 
602.41 Proper expenditure of Quality Con-

trol granted funds. 
602.42 Effect of failure to implement Qual-

ity Control program. 
602.43 No incentives or sanctions based on 

specific error rates. 
APPENDIX A TO PART 602—STANDARD FOR 

CLAIM DETERMINATIONS—SEPARATION IN-
FORMATION 

AUTHORITY: 42 U.S.C. 1302. 

SOURCE: 52 FR 33528, Sept. 3, 1987, unless 
otherwise noted. 

EDITORIAL NOTE: Nomenclature changes to 
part 602 appear at 71 FR 35513, June 21, 2006. 

Subpart A—General Provisions 

§ 602.1 Purpose. 
The purpose of this part is to pre-

scribe a Quality Control (QC) program 
for the Federal-State unemployment 
compensation (UC) system, which is 
applicable to the State UC programs 
and the Federal unemployment benefit 
and allowance programs administered 
by the State unemployment compensa-
tion agencies under agreements be-
tween the States and the Secretary of 
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Labor (Secretary). QC will be a major 
tool to assess the timeliness and accu-
racy of State administration of the UC 
program. It is designed to identify er-
rors in claims processes and revenue 
collections (including payments in lieu 
of contributions and Extended Unem-
ployment Compensation Account col-
lections), analyze causes, and support 
the initiation of corrective action. 

[52 FR 33528, Sept. 3, 1987, as amended at 71 
FR 35513, June 21, 2006] 

§ 602.2 Scope. 

This part applies to all State laws ap-
proved by the Secretary under the Fed-
eral Unemployment Tax Act (section 
3304 of the Internal Revenue Code of 
1986, 26 U.S.C. section 3304), to the ad-
ministration of the State laws, and to 
any Federal unemployment benefit and 
allowance program administered by 
the State unemployment compensation 
agencies under agreements between the 
States and the Secretary. QC is a re-
quirement for all States, initially 
being applicable to the largest perma-
nently authorized programs (regular 
UC including Combined-Wage-Claims) 
and federally-funded programs (Unem-
ployment Compensation for Ex- 
Servicemembers and Unemployment 
Compensation for Federal Employees). 
Other elements of the QC program 
(e.g., interstate, extended benefit pro-
grams, benefit denials, and revenue 
collections) will be phased in under a 
schedule determined by the Depart-
ment in consultation with State agen-
cies. 

[52 FR 33528, Sept. 3, 1987, as amended at 71 
FR 35513, June 21, 2006] 

Subpart B—Federal Requirements 

§ 602.10 Federal law requirements. 
(a) Section 303(a)(1) of the Social Se-

curity Act (SSA), 42 U.S.C. 503(a)(1), re-
quires that a State law include provi-
sion for: 

Such methods of administration . . . as are 
found by the Secretary of Labor to be rea-
sonably calculated to insure full payment of 
unemployment compensation when due. 

(b) Section 303(a)(6), SSA, 42 U.S.C. 
505(a)(6), requires that a State law in-
clude provision for: 

The making of such reports, in such form 
and containing such information, as the Sec-
retary of Labor may from time to time re-
quire, and compliance with such provisions 
as the Secretary of Labor may from time to 
time find necessary to assure the correctness 
and verification of such reports. 

(c) Section 303(b), SSA, 42 U.S.C. 
503(b), provides in part that: 

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

* * * * * 

(2) a failure to comply substantially with 
any provision specified in subsection (a); 

the Secretary of Labor shall notify such 
State agency that further payments will not 
be made to the State until the Secretary of 
Labor is satisfied that there is no longer any 
such denial or failure to comply. Until he is 
so satisfied, he shall make no further certifi-
cation to the Secretary of the Treasury with 
respect to such State . . . .  

(d) Certification of payment of grant-
ed funds to a State is withheld only 
when the Secretary finds, after reason-
able notice and opportunity for hearing 
to the State agency— 

(1) That any provision required by 
section 303(a) of the Social Security 
Act is no longer included in the State 
UC law, or 

(2) That in the administration of the 
State UC law there has been a failure 
to comply substantially with any re-
quired provision of such law. 

[52 FR 33528, Sept. 3, 1987, as amended at 71 
FR 35513, June 21, 2006] 

§ 602.11 Secretary’s interpretation. 

(a) The Secretary interprets section 
303(a)(1), SSA, to require that a State 
law provide for such methods of admin-
istration as will reasonably ensure the 
prompt and full payment of unemploy-
ment benefits to eligible claimants, 
and collection and handling of income 
for the State unemployment fund (par-
ticularly taxes and reimbursements), 
with the greatest accuracy feasible. 

(b) The Secretary interprets sections 
303(a)(1) and 303(a)(6), SSA, to author-
ize the Department of Labor to pre-
scribe standard definitions, methods 
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