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20 CFR Ch. V (4–1–12 Edition) § 606.25 

1 (EDITORIAL NOTE: This section will be 
added at a later date.) 

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 OWS Administrator will 
make a determination on the applica-
tion as of 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) 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 OWS Adminis-
trator 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 
substitution are requested, which has 
resulted 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. 

(b) Notification of determination. The 
OWS Administrator will make a deter-
mination on the application as of No-
vember 10 of the taxable year, will no-
tify the applicant and the Secretary of 
the Treasury of the resulting tax credit 
reduction 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 
shall be subject to interest payable on 
the due dates specified in § 606.31. 1 The 
interest rate for each calendar year 
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Employment and Training Administration, Labor § 606.32 

will be 10 percent or, if less, the rate 
determined by the Secretary of the 
Treasury and announced to the States 
by the Department. 

[53 FR 37429, Sept. 26, 1988, as amended at 71 
FR 35514, June 21, 2006] 

§ 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—(1) Availability of 
interest-free advances. Advances are 
deemed cash flow loans and shall be 
free of interest provided that: 

(i) The advances are repaid in full 
prior to October 1 of the calendar year 
in which the advances are made; 

(ii) The State does not receive an ad-
ditional advance after September 30 of 
the same calendar year in which the 
advance is made. If the State receives 
an additional advance after September 
30 of the same calendar year in which 
earlier advances were made, interest on 
the fully repaid earlier advance(s) is 
due and payable not later than the day 
following the date of the first such ad-
ditional advance. The administrator of 
the State agency must notify the Sec-
retary of Labor no later than Sep-
tember 10 of the same calendar year of 
those loans deemed to be cash flow 
loans and not subject to interest. This 
notification must include the date and 
amount of each loan made beginning 
January 01 through September 30 of 
the same calendar year, and a copy of 
documentation sent to the Secretary of 
the Treasury requesting loan repay-
ment transfer(s) from the State’s ac-
count in the UTF to the Federal unem-
ployment account in the UTF; and 

(iii) The State has met the funding 
goals described in paragraph (b)(2) or 
(b)(3) of this section. 

(2) Funding goals. This paragraph 
(b)(2) is applicable to all States as of 
January 1, 2019. A State has met the 
funding goals requirement if: 

(i) The State, as of December 31 of 
any of the 5 consecutive calendar years 

preceding the calendar year in which 
such advances are made, had an AHCM 
of at least 1.00, as determined under 
§ 606.3; and 

(ii) The State maintained tax effort 
as determined under paragraph (b)(4) of 
this section. 

(3) Phasing in funding goals. This 
paragraph (b)(3) applies for calendar 
years 2014 through 2018. A State has 
met the funding goals requirement if it 
has satisfied the solvency criterion in 
paragraph (i), and the maintenance of 
tax effort criteria in paragraph (ii), of 
this § 606.32(b)(3). 

(i) A State has met the solvency cri-
terion if: 

(A) For calendar year 2014, as of De-
cember 31 of any of the 5 consecutively 
preceding calendar years, the State had 
an AHCM of at least 0.50, as determined 
under § 606.3; 

(B) For calendar year 2015, as of De-
cember 31 of any of the 5 consecutively 
preceding calendar years, the State had 
an AHCM of at least 0.60, as determined 
under § 606.3; 

(C) For calendar year 2016, as of De-
cember 31 of any of the 5 consecutively 
preceding calendar years, the State had 
an AHCM of at least 0.70, as determined 
under § 606.3; 

(D) For calendar year 2017, as of De-
cember 31 of any of the 5 consecutively 
preceding calendar years, the State had 
an AHCM of at least 0.80, as determined 
under § 606.3; 

(E) For calendar year 2018, as of De-
cember 31 of any of the 5 consecutively 
preceding calendar years, the State had 
an AHCM of at least 0.90, as determined 
under § 606.3; 

(ii) A State has met the maintenance 
of tax effort criteria if it maintained 
tax effort as determined under para-
graph (b)(4) of this section. 

(4) Maintenance of tax effort criteria. A 
State has maintained tax effort if, for 
every year between the last calendar 
year in which it met the solvency cri-
terion in paragraph (b)(2)(i) or (b)(3)(i) 
of this section and the calendar year in 
which an interest-free advance is 
taken, the State’s unemployment tax 
rate as defined in § 606.3 for the cal-
endar year is at least— 

(i) 80 percent of the prior year’s un-
employment tax rate; and 
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