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Employment and Training Administration, Labor
(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 estimated by the OWS Administrator) sufficient to pay all benefits when due and
payable under the State law during the
three-month period beginning on November 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 estimated by the OWS Administrator) in
the solvency of the State unemployment compensation system for the taxable year and such net increase equals
or exceeds the potential additional
taxes for such taxable year as estimated under paragraph (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 paragraph (a)(3) of this section, must be attributable to legislative changes made
in the State law after the later of—
(i) September 3, 1982, or
(ii) The date on which the first advance is taken into account in determining the amount of the potential additional taxes.
(2) The OWS Administrator shall determine the net increase in solvency by
first estimating the difference between
revenue receipts and benefit outlays
under the law in effect for the year for
which avoidance is requested, as if the
relevant changes in State law referred
to in paragraph (b)(1) of this section
were not in effect for such year. The
OWS Administrator shall then estimate the difference between revenue
receipts and benefit outlays under the
law in effect for the year for which the
avoidance is requested, taking into account the relevant 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-

§ 606.24

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, addressed 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 Department on or before October 15 of
such taxable year of any action impacting upon the State’s application
occurring subsequent to the date of the
initial application and on or before November 10.
(2) The OWS Administrator will
make a determination 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 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 ending on November 9 of the taxable year
for which avoidance is requested. If the
amount repaid as of the date of the application is less than the amount required to satisfy the provisions of
§ 606.23(a)(1), the Governor shall provide
a report later of the additional repayments that have been made in the remainder 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 preceding 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, effective for the taxable year for which
the avoidance is requested, which resulted in a net increase in the solvency
of the State unemployment compensation system, and documentation which
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§ 606.25

20 CFR Ch. V (4–1–10 Edition)

supports the State’s estimate of the
net increase in solvency for such taxable year.

Subpart D—Interest on Advances
§ 606.30

§ 606.25 Waiver of and substitution for
additional tax credit reduction.
A provision of subsection (c)(2) of section 3302 of FUTA provides that, for a
State that qualifies, the additional tax
credit reduction applicable under subparagraph (C), beginning in the fifth
consecutive year of a balance of outstanding advances, shall be waived and
the additional tax credit reduction applicable under subparagraph (B) shall
be substituted. The waiver and substitution are granted if the OWS Administrator 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 unemployment compensation system as determined for the purposes of §§ 606.20(a)(2)
and 606.21(b).
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§ 606.26 Application
substitution.

for

waiver

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
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 interest. [Reserved]
§ 606.32 Types of advances subject to
interest.
(a) Payment of interest. Except as otherwise 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 calendar year in which made are deemed
cash flow loans and shall be free of interest; provided, that the State does
not receive an additional advance after
September 30 of the same calendar
year. If such additional advance is received 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 administrator 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 Secretary of the Treasury requesting loan
repayment transfer(s) from the State’s
account in the Unemployment Trust
Fund to the Federal unemployment account in such Fund.

and

(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 respect 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 October 15 of such taxable year of action
occurring after the date of the initial
application and effective prior to October 1 of such year that would impact
upon the State’s application.
(b) Notification of determination. The
OWS Administrator will make a determination 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
reduction to be applied, and will cause
notice of such determination to be published in the FEDERAL REGISTER.

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