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1 The President’s Reorganization Plan No. 2 of 1949, § 1 (14 FR 5225, 63 Stat. 1065), trans-
ferred the Bureau of Employment Security, including the United States Employment Service, 
from the Federal Security Agency to the Department of Labor, effective August 20, 1949. 

Title III of the Social Security Act is administered by the Department of Labor.
2 This table of contents does not appear in the law.
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APPROPRIATIONS 

SEC. 301. ø42 U.S.C. 501¿ The amounts made available pursu-
ant to section 901(c)(1)(A) for the purpose of assisting the States 
in the administration of their unemployment compensation laws 
shall be used as hereinafter provided.

PAYMENTS TO STATES 

SEC. 302. ø42 U.S.C. 502¿ (a) The Secretary of Labor shall 
from time to time certify to the Secretary of the Treasury for pay-
ment to each State which has an unemployment compensation law 
approved by the Secretary of Labor under the Federal Unemploy-
ment Tax Act, such amounts as the Secretary of Labor determines 
to be necessary for the proper and efficient administration of such 
law during the fiscal year for which such payment is to be made, 
including 100 percent of so much of the reasonable expenditures of 
the State as are attributable to the costs of the implementation and 
operation of the immigration status verification system described in 
section 1137(d). The Secretary of Labor’s determination shall be 
based on (1) the population of the State; (2) an estimate of the 
number of persons covered by the State law and of the cost of prop-
er and efficient administration of such law; and (3) such other fac-
tors as the Secretary of Labor finds relevant. The Secretary of 
Labor shall not certify for payment under this section in any fiscal 
year a total amount in excess of the amount appropriated therefor 
for such fiscal year. 

(b) Out of the sums appropriated therefor, the Secretary of the 
Treasury shall, upon receiving a certification under subsection (a), 
pay, through the Fiscal Service of the Department of the Treasury 
and prior to audit or settlement by the General Accounting Office, 
to the State agency charged with the administration of such law 
the amount so certified. 

(c) No portion of the cost of mailing a statement under 
6050B(b) of the Internal Revenue Code of 1986 (relating to unem-
ployment compensation) shall be treated as not being a cost for the 
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2Sec. 303 TITLE III OF THE SOCIAL SECURITY ACT 

1 As in original. Probably should be ‘‘Unemployment Trust Fund’’. 

proper and efficient administration of the State unemployment 
compensation law by reason of including with such statement infor-
mation about the earned income credit provided by section 32 of 
the Internal Revenue Code of 1986. The preceding sentence shall 
not apply if the inclusion of such information increases the postage 
required to mail such statement.

PROVISIONS OF STATE LAWS 

SEC. 303. ø42 U.S.C. 503¿ (a) The Secretary of Labor shall 
make no certification for payment to any State unless he finds that 
the law of such State, approved by the Secretary of Labor under 
the Federal Unemployment Tax Act, includes provision for—

(1) Such methods of administration (including after Janu-
ary 1, 1940, methods relating to the establishment and mainte-
nance of personnel standards on a merit basis, except that the 
Secretary of Labor shall exercise no authority with respect to 
the selection, tenure of office, and compensation of any indi-
vidual employed in accordance with such methods) as are 
found by the Secretary of Labor to be reasonably calculated to 
insure full payment of unemployment compensation when due; 
and 

(2) Payment of unemployment compensation solely through 
public employment offices or such other agencies as the Sec-
retary of Labor may approve; and 

(3) Opportunity for a fair hearing, before an impartial tri-
bunal, for all individuals whose claims for unemployment com-
pensation are denied; and 

(4) The payment of all money received in the unemploy-
ment fund of such State (except for refunds of sums erro-
neously paid into such fund and except for refunds paid in ac-
cordance with the provisions of 3305(b) of the Federal Unem-
ployment Tax Act, immediately upon such receipt, to the Sec-
retary of the Treasury to the credit of the unemployment trust 
fund 1 established by section 904; and 

(5) Expenditure of all money withdrawn from an unem-
ployment fund of such State, in the payment of unemployment 
compensation, exclusive of expenses of administration, and for 
refunds of sums erroneously paid into such fund and refunds 
paid in accordance with the provisions of 3305(b) of the Federal 
Unemployment Tax Act: Provided, That an amount equal to 
the amount of employee payments in to the unemployment 
fund of a State may be used in the payment of cash benefits 
to individuals with respect to their disability, exclusive of ex-
penses of administration: Provided further, That the amounts 
specified by section 903(c)(2) or 903(d)(4) may, subject to the 
conditions prescribed in such section, be used for expenses in-
curred by the State for administration of its unemployment 
compensation law and public employment offices: Provided fur-
ther, That nothing in this paragraph shall be construed to pro-
hibit deducting an amount from unemployment compensation 
otherwise payable to an individual and using the amount so 
deducted to pay for health insurance, or the withholding of 
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3 Sec. 303TITLE III OF THE SOCIAL SECURITY ACT 

1 Section 251(a) of Public Law 112–40 added paragraph (11) to section 303(a) (and mad a con-
forming change to paragraph (10)). Subsection (c) of section 251 of such Public Law provides:

(c) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as provided in paragraph (2), the amendments made by this sec-

tion shall apply to erroneous payments established after the end of the 2-year period begin-
ning on the date of the enactment of this Act [October 21, 2013]. 

(2) AUTHORITY.—A State may amend its State law to apply such amendments to erro-
neous payments established prior to the end of the period described in paragraph (1).

Federal, State, or local individual income tax, if the individual 
elected to have such deduction made and such deduction was 
made under a program approved by the Secretary of Labor: 
Provided further, That amounts may be deducted from unem-
ployment benefits and used to repay overpayments as provided 
in subsection (g): Provided further, That amounts may be with-
drawn for the payment of short-time compensation under a 
short-time compensation program (as defined in section 3306(v) 
of the Internal Revenue Code of 1986): Provided further, That 
amounts may be withdrawn for the payment of allowances 
under a self-employment assistance program (as defined in sec-
tion 3306(t) of the Internal Revenue Code of 1986); and 

(6) The making of such reports, in such form and con-
taining such information, as the Secretary of Labor may from 
time to time require, 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; and 

(7) Making available upon request to any agency of the 
United States charged with the administration of public works 
or assistance through public employment, the name, address, 
ordinary occupation and employment status of each recipient of 
unemployment compensation, and a statement of such recipi-
ent’s rights to further compensation under such law; and 

(8) Effective July 1, 1941, the expenditure of all moneys re-
ceived pursuant to section 302 of this title solely for the pur-
poses and in the amounts found necessary by the Secretary of 
Labor for the proper and efficient administration of such State 
law; and 

(9) Effective July 1, 1941, the replacement, within a rea-
sonable time, of any moneys received pursuant to section 302 
of this title, which, because of any action or contingency, have 
been lost or have been expended for purposes other than, or in 
amounts in excess of, those found necessary by the Secretary 
of Labor for the proper administration of such State law; and 

(10) A requirement that, as a condition of eligibility for 
regular compensation for any week, any claimant who has 
been referred to reemployment services pursuant to the 
profiling system under subsection (j)(1)(B) participate in such 
services or in similar services unless the State agency charged 
with the administration of the State law determines—

(A) such claimant has completed such services; or 
(B) there is justifiable cause for such claimant’s failure 

to participate in such services; and
(11)(A) 1 At the time the State agency determines an erro-

neous payment from its unemployment fund was made to an 
individual due to fraud committed by such individual, the as-
sessment of a penalty on the individual in an amount of not 
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less than 15 percent of the amount of the erroneous payment; 
and 

(B) The immediate deposit of all assessments paid pursu-
ant to subparagraph (A) into the unemployment fund of the 
State. 

(12) A requirement that, as a condition of eligibility for 
regular compensation for any week, a claimant must be able to 
work, available to work, and actively seeking work. 
(b) Whenever the Secretary of Labor, after reasonable notice 

and opportunity for hearing to the State agency charged with the 
administration of the State law, finds that in the administration of 
the law there is—

(1) a denial, in a substantial number of cases, of unemploy-
ment compensation to individuals entitled thereto under such 
law; or 

(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: 
Provided, That there shall be no finding under clause (1) until the 
question of entitlement shall have been decided by the highest judi-
cial authority given jurisdiction under such State law: Provided 
further, That any costs may be paid with respect to any claimant 
by a State and included as costs of administration of its law. 

(c) The Secretary of Labor shall make no certification for pay-
ment to any State if he finds, after reasonable notice and oppor-
tunity for hearing to the State agency charged with the administra-
tion of the State law—

(1) that such State does not make its records available to 
the Railroad Retirement Board, and furnish to the Railroad 
Retirement Board at the expense of the Railroad Retirement 
Board such copies thereof as the Railroad Retirement Board 
deems necessary for its purposes; 

(2) that such State is failing to afford reasonable coopera-
tion with every agency of the United States charged with the 
administration of any unemployment insurance law; or 

(3) that any interest required to be paid on advances under 
title XII of this Act has not been paid by the date on which 
such interest is required to be paid or has been paid directly 
or indirectly (by an equivalent reduction in State unemploy-
ment taxes or otherwise) by such State from amounts in such 
State’s unemployment fund, until such interest is properly 
paid. 
(d)(1) The State agency charged with the administration of the 

State law—
(A) shall disclose, upon request and on a reimbursable 

basis, to officers and employees of the Department of Agri-
culture and to officers or employees of any State supplemental 
nutrition assistance program benefits agency any of the fol-
lowing information contained in the records of such State agen-
cy—
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5 Sec. 303TITLE III OF THE SOCIAL SECURITY ACT 

(i) wage information, 
(ii) whether an individual is receiving, has received, or 

has made application for, unemployment compensation, 
and the amount of any such compensation being received 
(or to be received) by such individual, 

(iii) the current (or most recent) home address of such 
individual, and 

(iv) whether an individual has refused an offer of em-
ployment and, if so, a description of the employment so of-
fered and the terms, conditions, and rate of pay therefor, 
and 
(B) shall establish such safeguards as are necessary (as de-

termined by the Secretary of Labor in regulations) to insure 
that information disclosed under subparagraph (A) is used only 
for purposes of determining an individual’s eligibility for bene-
fits, or the amount of benefits, under the supplemental nutri-
tion assistance program established under the Food and Nutri-
tion Act of 2008. 
(2)(A) For purposes of this paragraph, the term ‘‘unemployment 

compensation’’ means any unemployment compensation payable 
under the State law (including amounts payable pursuant to an 
agreement under a Federal unemployment compensation law). 

(B) The State agency charged with the administration of the 
State law—

(i) may require each new applicant for unemployment com-
pensation to disclose whether the applicant owes an uncol-
lected overissuance (as defined in section 13(c)(1) of the Food 
and Nutrition Act of 2008) of supplemental nutrition assistance 
program benefits coupons, 

(ii) may notify the State supplemental nutrition assistance 
program benefits agency to which the uncollected overissuance 
is owed that the applicant has been determined to be eligible 
for unemployment compensation if the applicant discloses 
under clause (i) that the applicant owes an uncollected 
overissuance and the applicant is determined to be so eligible, 

(iii) may deduct and withhold from any unemployment 
compensation otherwise payable to an individual—

(I) the amount specified by the individual to the State 
agency to be deducted and withheld under this clause, 

(II) the amount (if any) determined pursuant to an 
agreement submitted to the State supplemental nutrition 
assistance program benefits agency under section 
13(c)(3)(A) of the Food and Nutrition Act of 2008, or 

(III) any amount otherwise required to be deducted 
and withheld from the unemployment compensation pursu-
ant to section 13(c)(3)(B) of such Act, and 
(iv) shall pay any amount deducted and withheld under 

clause (iii) to the appropriate State supplemental nutrition as-
sistance program benefits agency. 
(C) Any amount deducted and withheld under subparagraph 

(B)(iii) shall for all purposes be treated as if it were paid to the in-
dividual as unemployment compensation and paid by the indi-
vidual to the State supplemental nutrition assistance program ben-
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6Sec. 303 TITLE III OF THE SOCIAL SECURITY ACT 

efits agency to which the uncollected overissuance is owed as re-
payment of the individual’s uncollected overissuance. 

(D) A State supplemental nutrition assistance program benefits 
agency to which an uncollected overissuance is owed shall reim-
burse the State agency charged with the administration of the 
State unemployment compensation law for the administrative costs 
incurred by the State agency under this paragraph that are attrib-
utable to repayment of uncollected overissuance to the State sup-
plemental nutrition assistance program benefits agency to which 
the uncollected overissuance is owed. 

(3) Whenever the Secretary of Labor, after reasonable notice 
and opportunity for hearing to the State agency charged with the 
administration of the State law, finds that there is a failure to com-
ply substantially with the requirements of paragraph (1), the Sec-
retary of Labor shall notify such State agency that further pay-
ments will not be made to the State until he is satisfied that there 
is no longer any such failure. Until the Secretary of Labor is so sat-
isfied, he shall make no further certification to the Secretary of the 
Treasury with respect to such State. 

(4) For purposes of this subsection, the term ‘‘State supple-
mental nutrition assistance program benefits agency’’ means any 
agency described in section 3(t)(1) of the Food and Nutrition Act of 
2008 which administers the supplemental nutrition assistance pro-
gram established under such Act. 

(e)(1) The State agency charged with the administration of the 
State law—

(A) shall disclose, upon request and on a reimbursable 
basis, directly to officers or employees of any State or local 
child support enforcement agency any wage information con-
tained in the records of such State agency, and 

(B) shall establish such safeguards as are necessary (as de-
termined by the Secretary of Labor in regulations) to insure 
that information disclosed under subparagraph (A) is used only 
for purposes of establishing and collecting child support obliga-
tions from, and locating, individuals owing such obligations. 

For purposes of this subsection, the term ‘‘child support obliga-
tions’’ only includes obligations which are being enforced pursuant 
to a plan described in section 454 of this Act which has been ap-
proved by the Secretary of Health and Human Services under part 
D of title IV of this Act. 

(2)(A) The State agency charged with the administration of the 
State law—

(i) shall require each new applicant for unemployment 
compensation to disclose whether or not such applicant owes 
child support obligations (as defined in the last sentence of 
paragraph (1)), 

(ii) shall notify the State or local child support enforcement 
agency enforcing such obligations, if any applicant discloses 
under clause (i) that he owes child support obligations and he 
is determined to be eligible for unemployment compensation, 
that such applicant has been so determined to be eligible, 

(iii) shall deduct and withhold from any unemployment 
compensation otherwise payable to an individual—

VerDate 0ct 09 2002 10:01 Jul 19, 2012 Jkt 000000 PO 00000 Frm 00006 Fmt 9001 Sfmt 9001 F:\COMP\SSA\TITLE3 HOLCPC

July 19, 2012 



7 Sec. 303TITLE III OF THE SOCIAL SECURITY ACT 

(I) the amount specified by the individual to the State 
agency to be deducted and withheld under this clause, 

(II) the amount (if any) determined pursuant to an 
agreement submitted to the State agency under section 
454(19)(B)(i) of this Act, or 

(III) any amount otherwise required to be so deducted 
and withheld from such unemployment compensation 
through legal process (as defined in section 462(e)), and 
(iv) shall pay any amount deducted and withheld under 

clause (iii) to the appropriate State or local child support en-
forcement agency. 

Any amount deducted and withheld under clause (iii) shall for all 
purposes be treated as if it were paid to the individual as unem-
ployment compensation and paid by such individual to the State or 
local child support enforcement agency in satisfaction of his child 
support obligations. 

(B) For purposes of this paragraph, the term ‘‘unemployment 
compensation’’ means any compensation payable under the State 
law (including amounts payable pursuant to agreements under any 
Federal unemployment compensation law). 

(C) Each State or local child support enforcement agency shall 
reimburse the State agency charged with the administration of the 
State unemployment compensation law for the administrative costs 
incurred by such State agency under this paragraph which are at-
tributable to child support obligations being enforced by the State 
or local child support enforcement agency. 

(3) Whenever the Secretary of Labor, after reasonable notice 
and opportunity for hearing to the State agency charged with the 
administration of the State law, finds that there is a failure to com-
ply substantially with the requirements of paragraph (1) or (2), the 
Secretary of Labor shall notify such State agency that further pay-
ments will not be made to the State until he is satisfied that there 
is no longer any such failure. Until the Secretary of Labor is so sat-
isfied, he shall make no further certification to the Secretary of the 
Treasury with respect to such State. 

(4) For purposes of this subsection, the term ‘‘State or local 
child support enforcement agency’’ means any agency of a State or 
political subdivision thereof operating pursuant to a plan described 
in the last sentence of paragraph (1). 

(5) A State or local child support enforcement agency may dis-
close to any agent of the agency that is under contract with the 
agency to carry out the purposes described in paragraph (1)(B) 
wage information that is disclosed to an officer or employee of the 
agency under paragraph (1)(A). Any agent of a State or local child 
support agency that receives wage information under this para-
graph shall comply with the safeguards established pursuant to 
paragraph (1)(B) 

(f) The State agency charged with the administration of the 
State law shall provide that information shall be requested and ex-
changed for purposes of income and eligibility verification in ac-
cordance with a State system which meets the requirements of sec-
tion 1137 of this Act. 

(g)(1) A State shall deduct from unemployment benefits other-
wise payable to an individual an amount equal to any overpayment 
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8Sec. 303 TITLE III OF THE SOCIAL SECURITY ACT 

made to such individual under an unemployment benefit program 
of the United States or of any other State, and not previously re-
covered. The amount so deducted shall be paid to the jurisdiction 
under whose program such overpayment was made. Any such de-
duction shall be made only in accordance with the same procedures 
relating to notice and opportunity for a hearing as apply to the re-
covery of overpayments of regular unemployment compensation 
paid by such State. 

(2) Any State may enter into an agreement with the Secretary 
of Labor under which—

(A) the State agrees to recover from unemployment benefits 
otherwise payable to an individual by such State any overpayments 
made under an unemployment benefit program of the United 
States to such individual and not previously recovered, in accord-
ance with paragraph (1), and to pay such amounts recovered to the 
United States for credit to the appropriate account, and 

(B) the United States agrees to allow the State to recover 
from unemployment benefits otherwise payable to an indi-
vidual under an unemployment benefit program of the United 
States any overpayments made by such State to such indi-
vidual under a State unemployment benefit program and not 
previously recovered, in accordance with the same procedures 
as apply under paragraph (1). 
(3) For purposes of this subsection, ‘‘unemployment benefits’’ 

means unemployment compensation, trade adjustment allowances, 
Federal additional compensation, and other unemployment assist-
ance. 

(h)(1) The State agency charged with the administration of the 
State law shall, on a reimbursable basis—

(A) disclose quarterly, to the Secretary of Health and 
Human Services, wage and claim information, as required pur-
suant to section 453(i)(1), contained in the records of such 
agency; 

(B) ensure that information provided pursuant to subpara-
graph (A) meets such standards relating to correctness and 
verification as the Secretary of Health and Human Services, 
with the concurrence of the Secretary of Labor, may find nec-
essary; and 

(C) establish such safeguards as the Secretary of Labor de-
termines are necessary to insure that information disclosed 
under subparagraph (A) is used only for purposes of sub-
sections (i)(1), (i)(3), and (j) of section 453. 
(2) Whenever the Secretary of Labor, after reasonable notice 

and opportunity for hearing to the State agency charged with the 
administration of the State law, finds that there is a failure to com-
ply substantially with the requirements of paragraph (1), the Sec-
retary of Labor shall notify such State agency that further pay-
ments will not be made to the State until the Secretary of Labor 
is satisfied that there is no longer any such failure. Until the Sec-
retary of Labor is so satisfied, such Secretary shall make no future 
certification to the Secretary of the Treasury with respect to the 
State. 

(3) For purposes of this subsection—
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(A) the term ‘‘wage information’’ means information re-
garding wages paid to an individual, the social security account 
number of such individual, and the name, address, State, and 
the Federal employer identification number of the employer 
paying such wages to such individual; and 

(B) the term ‘‘claim information’’ means information re-
garding whether an individual is receiving, has received, or 
has made application for, unemployment compensation, the 
amount of any such compensation being received (or to be re-
ceived by such individual), and the individual’s current (or 
most recent) home address. 
(i)(1) The State agency charged with the administration of the 

State law—
(A) shall disclose, upon request and on a reimbursable 

basis, only to officers and employees of the Department of 
Housing and Urban Development and to representatives of a 
public housing agency, any of the following information con-
tained in the records of such State agency with respect to indi-
viduals applying for or participating in any housing assistance 
program administered by the Department who have signed an 
appropriate consent form approved by the Secretary of Housing 
and Urban Development—

(i) wage information, and 
(ii) whether an individual is receiving, has received, or 

has made application for, unemployment compensation, 
and the amount of any such compensation being received 
(or to be received) by such individual, and 
(B) shall establish such safeguards as are necessary (as de-

termined by the Secretary of Labor in regulations) to ensure 
that information disclosed under subparagraph (A) is used only 
for purposes of determining an individual’s eligibility for bene-
fits, or the amount of benefits, under a housing assistance pro-
gram of the Department of Housing and Urban Development. 
(2) The Secretary of Labor shall prescribe regulations gov-

erning how often and in what form information may be disclosed 
under paragraph (1)(A). 

(3) Whenever the Secretary of Labor, after reasonable notice 
and opportunity for hearing to the State agency charged with the 
administration of the State law, finds that there is a failure to com-
ply substantially with the requirements of paragraph (1), the Sec-
retary of Labor shall notify such State agency that further pay-
ments will not be made to the State until he or she is satisfied that 
there is no longer any such failure. Until the Secretary of Labor is 
so satisfied, he or she shall make no future certification to the Sec-
retary of the Treasury with respect to such State. 

(4) For purposes of this subsection, the term ‘‘public housing 
agency’’ means any agency described in section 3(b)(6) of the 
United States Housing Act of 1937. 

(5) øRepealed by section 542(a)(1) of P.L. 105–65 (111 Stat. 
1412).¿

(j)(1) The State agency charged with the administration of the 
State law shall establish and utilize a system of profiling all new 
claimants for regular compensation that—
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(A) identifies which claimants will be likely to exhaust reg-
ular compensation and will need job search assistance services 
to make a successful transition to new employment; 

(B) refers claimants identified pursuant to subparagraph 
(A) to reemployment services, such as job search assistance 
services, available under any State or Federal law; 

(C) collects follow-up information relating to the services 
received by such claimants and the employment outcomes for 
such claimants subsequent to receiving such services and uti-
lizes such information in making identifications pursuant to 
subparagraph (A); and 

(D) meets such other requirements as the Secretary of 
Labor determines are appropriate. 
(2) Whenever the Secretary of Labor, after reasonable notice 

and opportunity for hearing to the State agency charged with the 
administration of the State law, finds that there is a failure to com-
ply substantially with the requirements of paragraph (1), the Sec-
retary of Labor shall notify such State agency that further pay-
ments will not be made to the State until he is satisified that there 
is no longer any such failure. Until the Secretary of Labor is so sat-
isfied, he shall make no further certification to the Secretary of the 
Treasury with respect to such State. 

(k)(1) For purposes of subsection (a), the unemployment com-
pensation law of a State must provide—

(A) that if an employer transfers its business to another 
employer, and both employers are (at the time of transfer) 
under substantially common ownership, management, or con-
trol, then the unemployment experience attributable to the 
transferred business shall also be transferred to (and combined 
with the unemployment experience attributable to) the em-
ployer to whom such business is so transferred, 

(B) that unemployment experience shall not, by virtue of 
the transfer of a business, be transferred to the person acquir-
ing such business if—

(i) such person is not otherwise an employer at the 
time of such acquisition, and 

(ii) the State agency finds that such person acquired 
the business solely or primarily for the purpose of obtain-
ing a lower rate of contributions, 
(C) that unemployment experience shall (or shall not) be 

transferred in accordance with such regulations as the Sec-
retary of Labor may prescribe to ensure that higher rates of 
contributions are not avoided through the transfer or acquisi-
tion of a business, 

(D) that meaningful civil and criminal penalties are im-
posed with respect to—

(i) persons that knowingly violate or attempt to violate 
those provisions of the State law which implement sub-
paragraph (A) or (B) or regulations under subparagraph 
(C), and 

(ii) persons that knowingly advise another person to 
violate those provisions of the State law which implement 
subparagraph (A) or (B) or regulations under subpara-
graph (C), and 
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(E) for the establishment of procedures to identify the 
transfer or acquisition of a business for purposes of this sub-
section. 
(2) For purposes of this subsection—

(A) the term ‘‘unemployment experience’’, with respect to 
any person, refers to such person’s experience with respect to 
unemployment or other factors bearing a direct relation to such 
person’s unemployment risk; 

(B) the term ‘‘employer’’ means an employer as defined 
under the State law; 

(C) the term ‘‘business’’ means a trade or business (or a 
part thereof); 

(D) the term ‘‘contributions’’ has the meaning given such 
term by section 3306(g) of the Internal Revenue Code of 1986; 

(E) the term ‘‘knowingly’’ means having actual knowledge 
of or acting with deliberate ignorance of or reckless disregard 
for the prohibition involved; and 

(F) the term ‘‘person’’ has the meaning given such term by 
section 7701(a)(1) of the Internal Revenue Code of 1986. 
(l)(1) Nothing in this Act or any other provision of Federal law 

shall be considered to prevent a State from enacting legislation to 
provide for—

(A) testing an applicant for unemployment compensation 
for the unlawful use of controlled substances as a condition for 
receiving such compensation, if such applicant—

(i) was terminated from employment with the appli-
cant’s most recent employer (as defined under the State 
law) because of the unlawful use of controlled substances; 
or 

(ii) is an individual for whom suitable work (as defined 
under the State law) is only available in an occupation 
that regularly conducts drug testing (as determined under 
regulations issued by the Secretary of Labor); or 
(B) denying such compensation to such applicant on the 

basis of the result of the testing conducted by the State under 
legislation described in subparagraph (A). 
(2) For purposes of this subsection—

(A) the term ‘‘unemployment compensation’’ has the mean-
ing given such term in subsection (d)(2)(A); and 

(B) the term ‘‘controlled substance’’ has the meaning given 
such term in section 102 of the Controlled Substances Act (21 
U.S.C. 802).

JUDICIAL REVIEW 

SEC. 304. ø42 U.S.C. 504¿ (a) Whenever the Secretary of 
Labor—

(1) finds that a State law does not include any provision 
specified in section 303(a), or 

(2) makes a finding with respect to a State under sub-
section (b), (c), (d), (e), (h), (i), or (j) of section 303, 

such State may, within 60 days after the Governor of the State has 
been notified of such action, file with the United States court of ap-
peals for the circuit in which such State is located or with the 
United States Court of Appeals for the District of Columbia, a peti-
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tion for review of such action. A copy of the petition shall be forth-
with transmitted by the clerk of the court to the Secretary of 
Labor. The Secretary of Labor thereupon shall file in the court the 
record of the proceedings on which he based his action as provided 
in section 2112 of title 28, United States Code. 

(b) The findings of fact by the Secretary of Labor, if supported 
by substantial evidence, shall be conclusive; but the court, for good 
cause shown, may remand the case to the Secretary of Labor to 
take further evidence and the Secretary of Labor may thereupon 
make new or modified findings of fact and may modify his previous 
action, and shall certify to the court the record of the further pro-
ceedings. Such new or modified findings of fact shall likewise be 
conclusive if supported by substantial evidence. 

(c) The court shall have jurisdiction to affirm the action of the 
Secretary of Labor or to set it aside, in whole or in part. The judg-
ment of the court shall be subject to review by the Supreme Court 
of the United States upon certiorari or certification as provided in 
section 1254 of title 28 of the United States Code. 

(d)(1) The Secretary of Labor shall not withhold any certifi-
cation for payment to any State under section 302 until the expira-
tion of 60 days after the Governor of the State has been notified 
of the action referred to in paragraph (1) or (2) of subsection (a) or 
until the State has filed a petition for review of such action, which-
ever is earlier. 

(2) The commencement of judicial proceedings under this sec-
tion shall stay the Secretary’s action for a period of 30 days, and 
the court may thereafter grant interim relief if warranted, includ-
ing a further stay of the Secretary’s action and including such 
other relief as may be necessary to preserve status or rights. 

DEMONSTRATION PROJECTS 

SEC. 305. ø42 U.S.C. 505¿ (a) The Secretary of Labor may 
enter into agreements, with up to 10 States that submit an applica-
tion described in subsection (b), for the purpose of allowing such 
States to conduct demonstration projects to test and evaluate meas-
ures designed—

(1) to expedite the reemployment of individuals who have 
established a benefit year and are otherwise eligible to claim 
unemployment compensation under the State law of such 
State; or 

(2) to improve the effectiveness of a State in carrying out 
its State law with respect to reemployment. 
(b) The Governor of any State desiring to conduct a demonstra-

tion project under this section shall submit an application to the 
Secretary of Labor. Any such application shall include—

(1) a general description of the proposed demonstration 
project, including the authority (under the laws of the State) 
for the measures to be tested, as well as the period of time dur-
ing which such demonstration project would be conducted; 

(2) if a waiver under subsection (c) is requested, a state-
ment describing the specific aspects of the project to which the 
waiver would apply and the reasons why such waiver is need-
ed; 
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(3) a description of the goals and the expected pro-
grammatic outcomes of the demonstration project, including 
how the project would contribute to the objective described in 
subsection (a)(1), subsection (a)(2), or both; 

(4) assurances (accompanied by supporting analysis) that 
the demonstration project would operate for a period of at least 
1 calendar year and not result in any increased net costs to the 
State’s account in the Unemployment Trust Fund; 

(5) a description of the manner in which the State—
(A) will conduct an impact evaluation, using a method-

ology appropriate to determine the effects of the dem-
onstration project, including on individual skill levels, 
earnings, and employment retention; and 

(B) will determine the extent to which the goals and 
outcomes described in paragraph (3) were achieved; 
(6) assurances that the State will provide any reports re-

lating to the demonstration project, after its approval, as the 
Secretary of Labor may require; and 

(7) assurances that employment meets the State’s suitable 
work requirement and the requirements of section 3304(a)(5) of 
the Internal Revenue Code of 1986. 
(c) The Secretary of Labor may waive any of the requirements 

of section 3304(a)(4) of the Internal Revenue Code of 1986 or of 
paragraph (1) or (5) of section 303(a), to the extent and for the pe-
riod the Secretary of Labor considers necessary to enable the State 
to carry out a demonstration project under this section. 

(d) A demonstration project under this section—
(1) may be commenced any time after the date of enact-

ment of this section; 
(2) may not be approved for a period of time greater than 

3 years; and 
(3) must be completed by not later than December 31, 

2015. 
(e) Activities that may be pursued under a demonstration 

project under this section are limited to—
(1) subsidies for employer-provided training, such as wage 

subsidies; and 
(2) direct disbursements to employers who hire individuals 

receiving unemployment compensation, not to exceed the week-
ly benefit amount for each such individual, to pay part of the 
cost of wages that exceed the unemployed individual’s prior 
benefit level. 
(f) The Secretary of Labor shall, in the case of any State for 

which an application is submitted under subsection (b)—
(1) notify the State as to whether such application has 

been approved or denied within 30 days after receipt of a com-
plete application; and 

(2) provide public notice of the decision within 10 days 
after providing notification to the State in accordance with 
paragraph (1). 

Public notice under paragraph (2) may be provided through the 
Internet or other appropriate means. Any application under this 
section that has not been denied within the 30-day period described 
in paragraph (1) shall be deemed approved, and public notice of 
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any approval under this sentence shall be provided within 10 days 
thereafter. 

(g) The Secretary of Labor may terminate a demonstration 
project under this section if the Secretary determines that the 
State has violated the substantive terms or conditions of the 
project. 

(h) Funding certified under section 302(a) may be used for an 
approved demonstration project.
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