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UNEMPLOYMENT INSURANCE OVERVIEW

▪ Unemployment Insurance (UI) is a joint state and 
federal program that provides economic stability to 
Utah’s workforce.  

▪ Contributions (taxes) are collected from Utah 
employers through the state unemployment 
program to exclusively pay benefits to individuals 
who are unemployed through no fault of their own. 



BACKGROUND

▪ No federal requirements for the amount of funds 
that should be kept in a state’s trust fund

▪ Each state operates on a forward funding basis by 
building up reserves in anticipation of paying a 
higher amount of benefits during recessionary 
periods

Source: DOL Report on Trust Fund Solvency 2020

https://oui.doleta.gov/unemploy/docs/trustFundSolvReport2020.pdf


CONSISTENCIES

▪ In all states:
– Employers pay a contribution rate based on “experience”
– New employers pay a “new employer rate” until they meet 

requirements for experience
– Employers who overpay are entitled to a refund
– Employers are subject to penalties for delay or default of payment

▪ In some states:
– Additional contributions are required when fund levels drop to 

specified points
– Collect additional taxes that are not deposited in the fund and are 

sometimes used for employment and training



VARIATION

▪ The following vary by state:
– Taxable Wage base

▪ Almost all states have a higher wage base than the minimum (from $7,000 - $52,700)
– Utah’s base: $36,600

▪ Some states adjust annually

– Tax rates for experience 
▪ Federal law allows additional credits if rates are based on 3+ years
▪ Formulas vary widely by state with four distinct systems

– Reserve-ratio – [(contributions minus benefits charged) divided by payroll] – most popular (31 states)
– Benefit-ratio – (benefits charged divided by employer’s payroll); removes contributions from formula to 

directly relate benefits to payrolls. Theory says if employer pays a rate that approximates benefit ratio, the 
program will be adequately financed. Utah and 19 other states use this.

– Benefit-wage-ratio – assesses variable rates to raise equivalent of total amount of benefits paid. Two states.
– Payroll variation ratio – Does not look at benefits paid; compares payroll quarter to quarter and compares 

experience across employers; those with no decrease are eligible for largest proportional reductions.



WEEKS OF BENEFITS STATES CAN COVER

▪ Six states (accounting for 1/3 of 
the US population) can cover 
fewer than 10 weeks of benefits
– MA, TX, OH 6; NY: 5; CA 4

▪ Six states could pay out benefits 
for a year or more
– WY 321; FL 90; SD 86; UT 73; OR 65; 

MS 62 



AVERAGE HIGH COST MULTIPLE

– A high cost multiple of 1.0 means 
that a state has a one-year reserve 
at its historically highest level of 
benefit payments without relying 
upon UI payroll tax revenues

– Utah: 1.67 (9th)

– 31 states are at or greater than the 
recommended minimum solvency

– 22 states and jurisdictions are below 
the recommended standard



EVALUATING STATES’ UI TRUST FUND SOLVENCY

Status of State Trust Fund (11 vars.)
– Dollar amount of the fund at the 

beginning of the year
▪ Not a very useful measure; no 

comparison to liability or size

– Amount of interest earned in previous 
fiscal year

– Amount of federal advances (7 items)
– Private sector borrowing to repay the 

federal government (2 items)
▪ Eight states used the private market to 

finance UI debt after the last recession

State’s Solvency Measure (2 vars.)
– Reserve Ratio

▪ The trust fund balance as a percentage 
of state’s total wages

▪ This measure can be compared against 
the level of benefits paid in the year 
divided by the same yearly wages 
(referred to as the Benefit Cost Rate)

– Minimum level for adequate state 
solvency going into a recession

Calculations of Federal Borrowing 
Statutes
FUTA Credit Reductions

Source: DOL Report on Trust Fund Solvency 2020

https://oui.doleta.gov/unemploy/docs/trustFundSolvReport2020.pdf
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DOL TRUST FUND
SOLVENCY REPORT
2020

The federal unemployment tax 
(FUTA) rate is 6 percent for 
experienced and new 
employers

With a maximum 5.4 percent 
credit, the lowest effective 
federal unemployment tax rate 
for experienced and new 
employers is 0.6 percent
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EMPLOYER
CONTRIBUTION RATES

Utah is 44th (ranked high to 
low)
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DOL AVERAGE
EMPLOYER TAX
AMOUNT PER
COVERED EMPLOYEE





REASONS FOR LOW TAX RATE
WHILE MAINTAINING TRUST FUND SOLVENCY

▪ Program design
– During the last recession over 38 states/territories trust funds 

went insolvent (72%), Utah’s did not
– The formula responded well to the recent long economic run

▪ Utah Average Benefit Duration – 12.4 weeks
– National Average Duration – 15.4 Weeks

▪ Utah Average Exhaustion Rate – 26.3%
– National Average Duration Rate – 36.0%

▪ Utah has the 4th lowest Improper Payment Rate in the 
nation



STATUTORY GOVERNANCE

▪ UCA 35A-4-501 – Unemployment Compensation Fund
– Funds shall be used exclusively for the payment of unemployment 

benefits and refunds of contributions

▪ UCA 35A-4 – Employment Security Act
– Formula for employer contribution rate
– Formula for reserve factor (adequacy of reserve)
– Defines payments in lieu of contributions for nonprofits, governmental 

units, and Indian tribal units
– Formula for computation of benefits
– Defines eligibility for benefits

15

https://le.utah.gov/xcode/Title35a/Chapter4/35a-4-S501.html
https://le.utah.gov/xcode/Title35A/Chapter4/35A-4.html
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