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Unemployment Insurance 
Overview: Normal Times
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● For the most part, UI is only available to W2 workers

● Colorado law allows claimants to receive up to 26 weeks of benefits ranging from 
$25 per week up to $700 per week.

● A partial wage replacement for periods of disruption to an individual’s 
employment situation

● Claimants go through rigorous eligibility checks, both at the initial filing and 
during collection.

○ Separation from their employment must be “through no fault of the 
claimant”

■ I.E. Layoff

○ Claimants must be able and available to work, actively seeking 
employment, etc to continue collecting.

● In 2019, CDLE paid out $370 million of benefits for state UI claims.

● In 2019, CDLE averaged 2000 initial claims filed each week.
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Overview: Pandemic Times

4

● The stay at home order in Colorado took effect March 26, 2020.

● Colorado saw a massive surge in initial claims volume at the start.

● The Families First Coronavirus Relief Act (March 18th), the CARES Act (March 
28), Continued Assistance Act (December 26), and American Rescue Plan Act 
(3/11)

○ Provided for 0% interest borrowing for state UITF.

○ Created PUA - Opened up eligibility of Unemployment for Gig workers, 
independent contractors, and others that would have otherwise not been 
eligible for benefits. (Total of 79 weeks available by program expiration)

○ PEUC - Extended benefits by 53 additional weeks for all state UI 
claimants

○ FPUC - Added an additional $600 per week from 3/29/20 → 7/25/20 and 
$300 from 12/27/20 → 9/4/21

○ Reimbursable employers received a credit of between 50% and 75% of 
benefits paid
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Initial UI Claims 
During the 
Pandemic Dwarfed 
Levels Experienced 
at the Height of the 
Great Recession
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Monthly Benefit 
Payments for the 
Regular UI 
Program Have Been 
Historically High 
Since April 2020
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What is the Unemployment 
Insurance Trust fund
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● Managed by the United States Treasury

● Only source of revenue is Unemployment Insurance premiums

● All employers who employ w2 workers are subject to pay premiums, with only a few exceptions.

● Colorado uses a method called experience rating:

○ Experience rating is when rates are based on an employer’s history, or experience, with 

unemployment insurance. 

○ Generally, an employer whose employees make fewer claims for benefits will have a lower 

experience rate than one whose employees make more claims. (NOTE: COVID related claims did 

not impact experience ratings per Executive Order D21-012)

○ It also takes into account the overall health of the UI Trust Fund and the economy with rates and 

surcharges.

● The UITF can only be used to pay benefits for state unemployment insurance claimants

● In order to ensure the continuity of benefits, the UITF is backed by Title XII of the Social Security Act, 

which allows states to borrow directly from the United States Treasury if the UITF runs out of funds.
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Standard Premium Rate Schedule

● The current standard premium rate schedule was created 

through HB11-1288.

● The solvency surcharge has a separate rate schedule, which 

can be viewed in the Colorado Employment Security Act 

(page 75).

● An employer’s total UI premium contributions for the year 

are determined by multiplying their individual rate by the 

total amount of their wages that are subject to UI 

premiums. In 2022 that will be up to $17,000, per employee. 

This is known as the wage base.

https://cdle.colorado.gov/sites/cdle/files/CESA%202019.pdf
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Most Employers 
Are Concentrated 
on the Lower End of 
the Rate Schedule
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Colorado’s UI Trust 
Fund Balance 
Rapidly Diminished 
and Became 
Insolvent on 
August 18, 2020
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Federal Programs 
Do Not Impact the 
State’s 
Unemployment 
Insurance Trust 
Fund Balance



Problem:
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● In March of 2020 the Unemployment Insurance Trust Fund (UITF) was at historic high 

of +$1.1 billion.

● The UITF was fully depleted on August 18th 2020, and to-date we have borrowed 

$1.014 billion to continue paying UI benefits.

● State law mandates several premium increases in a deficit:

○ Interest surcharge (By law, interest payments cannot be made by traditional 

premium revenue) 

○ Solvency surcharge - Off until 2023

○ Rate schedule shift - will move to highest rate schedule in 2022 

○ Federal Unemployment Tax Act credit reduction



Considerations
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● We want to both provide trust fund relief for fiscal management, and 

corresponding long term relief to employers.

● Any reduction to employers should be backfilled with stimulus funding to ensure 

the stability of the UITF.

● Beginning Sept 07, 2021 the interest accumulates daily at $63,300 per day, and 

with anticipated borrowing to begin again in the next few months, that amount 

will increase as the debt increases. 

○ We anticipate a total interest payment due September 30, 2022 of 

between $20 - $25 million if no action is taken to reduce the debt.

● Ensuring the health of the trust fund reduces future taxes on employers, and 

prepares Colorado for the next recession.
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Blue = Strong Recovery;
Orange = Weak Recovery

UI Trust Fund 
Forecast (Current 
Law, No Federal 
Funds)
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● Premium rates: as discussed in prior slides, the rate schedule for 

a given year is determined by the health/level of the trust fund. 

An insolvent fund will result in the highest rate schedule.  

Additional Employer 
Costs Due to the Current 
Level of the UI Trust 
Fund: Higher Rates

      
Year

Rate Schedule                         
(Strong Growth)

Rate Schedule                               
(Weak Growth)

2022 Deficit (highest rates) Deficit

2023 Deficit (highest) Deficit

2024 Deficit (highest) Deficit

2025 0.000 to 0.004 (2nd highest) Deficit

2026 0.006 to 0.008 (4th highest) Deficit or 0.000 to 0.004

2027 0.011 to 0.014 (2nd lowest) 0.004 to 0.006 (3rd highest)
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● Solvency surcharge: premiums employers pay in addition to 

their base premiums, rates determined by each employer’s layoff 

history (i.e. experience rating)

Additional Employer 
Costs Due to the Current 
Level of the UI Trust 
Fund: Solvency 
Surcharge

    
Year

Is Solvency 
Surcharge On?

Estimated Range of Total Annual 
Solvency Surcharge Cost

2022 No, suspended per 
SB207

N/A

2023 Yes $200m-$250m

2024 Yes $250m-$300m

2025 Yes $300m-$350m

2026 Maybe (strong 
recovery); Yes (low 

recovery)

$0 if off; or $300m-$350m if on

2027 No (strong recovery);   
Yes (low recovery)

$0 if off; or $300m-$350m if on
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● FUTA credit reduction: a detailed explanation of the 

credit reduction is available on page 12 of the 2021 UITF 

status report. Additional information can also be found in 

this USDOL link, as well as this  link. Simply, the credit 

reduction will cost employers an additional $21 per 

employee, per year as long as there is still an outstanding 

loan balance. All of the revenue generated from a FUTA 

credit reduction is credited against the state’s 

outstanding loan balance.

Additional Employer 
Costs Due to the 
Current Level of the 
UI Trust Fund: FUTA 
Credit Reduction

    
Year

Will There Be a FUTA 
Credit Reduction?

Effective FUTA 
Tax Rate

Estimated Range of Total 
Added Cost to Employers with 

FUTA Credit Reduction**

2021
No

0.6%, or $42 
per employee N/A

2022
Yes

0.9%, or $63 
per employee $50m-$75m

2023
Yes

1.2%, or $84 
per employee $110m-$135m

2024 No* (strong recovery); 
Yes (low recovery)

1.5%, or $105 
per employee $170m-$195m

2025 No (strong recovery);  
No* (low recovery)

0.6%, or $42 
per employee N/A*

2026 No (strong recovery);  
No (low recovery)

0.6%, or $42 
per employee N/A

*As long as outstanding loan balance is paid by                                      

November 10 of that year

**Additional amounts due by January 31 of                                                  

the following calendar year

https://www.colmigateway.com/admin/gsipub/htmlarea/uploads/UI-Trust-Fund-Report-2021.pdf
https://www.colmigateway.com/admin/gsipub/htmlarea/uploads/UI-Trust-Fund-Report-2021.pdf
https://oui.doleta.gov/unemploy/uitaxtopic.asp
https://oui.doleta.gov/unemploy/futa_credit.asp
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● Twenty other states and the Virgin Islands borrowed from the Federal Unemployment Account (FUA) during 2020.

● As of September 21st, 2021, Colorado, the Virgin Islands, and ten other states still have outstanding loan balances (ranging from 

$3.5 million for Hawaii to $19.6 billion for California). Colorado is one of seven states with a current loan balance exceeding $1 
billion.

● Per the US Department of Labor and a number of other sources (example), many states were able to either pay off their 

outstanding loan balances or bolster their unemployment insurance trust funds (UITF) by using relief funds made available 
through the CARES Act and the American Rescue Plan Act (ARPA).

● While the exact number of states that have utilized federal relief dollars for UITF purposes is difficult to pin down, we believe 

that estimate currently ranges between 25 and 30 states. The dollar amounts used or committed range substantially, depending 
on the size of the state, their UITF balances, and other factors.

Impacts to Other State UI Trust Funds During 
the Pandemic

https://oui.doleta.gov/unemploy/docs/trustFundSolvReport2021.pdf
https://www.route-fifty.com/finance/2021/09/10-states-didnt-pay-unemployment-loans-ahead-interest-deadline/185172/
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● In a May 17 rule released by the US Department of Treasury, they highlight state unemployment insurance trust funds as an “eligible use of 

funding that respond to the negative economic impacts of the public health emergency.” 

Specifically:

○ “…recipients may make deposits into the state account of the Unemployment Trust Fund…up to the level needed to restore the 

pre-pandemic balances of such account as of January 27, 2020 or to pay back advances received under Title XII of the Social Security 
Act for the payment of benefits between January 27, 2020 and May 17, 2021.”

○ “Further, Unemployment Trust Fund deposits can decrease fiscal strain on Unemployment Insurance systems impacted by the 

pandemic. States facing a sharp increase in Unemployment Insurance claims during the pandemic may have drawn down positive 
Unemployment Trust Fund balances and, after exhausting the balance, required advances to fund continuing obligations to 
claimants.”

○ “Because both of these impacts were driven directly by the need for assistance to unemployed workers during the pandemic, 

replenishing Unemployment Trust Funds up to the pre-pandemic level responds to the pandemic’s negative economic impacts on 
unemployed workers.”

Allowable Uses of ARPA Funds Towards 
State UI Trust Funds

https://www.federalregister.gov/documents/2021/05/17/2021-10283/coronavirus-state-and-local-fiscal-recovery-funds
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● Colorado’s Unemployment Insurance Trust Fund (UITF) balance peaked at $721 million in May 2008.

● The UITF became insolvent in January 2010 and CDLE began drawing advances from the Federal Unemployment Account (FUA) to pay 

unemployment insurance benefits. This marked the second time that Colorado had to borrow from FUA (1982-85).

● More than 30 states borrowed from FUA during the Great Recession.

● Colorado borrowed approximately $1.15 billion from FUA over a 29-month period between January 2010 and June 2012. Interest owed on 

that loan amount totaled $20.1 million.

● In June 2012 about $630 million in unemployment compensation bonds were issued through the Colorado Housing and Finance Authority 

(CHFA).

○ $105 million of that amount was used to repay all outstanding federal loans, including interest.

○ The residual amount of $525 million was deposited into the UITF.

○ This additional amount into the UITF ensured that the solvency surcharge would trigger off in 2013. The solvency surcharge had 

essentially become a permanent feature for the UITF, having been in effect since 2004.

Colorado Borrowing and Repayment During 
the Great Recession
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● The bonds had a five-year term and required fixed annual principal repayments of $125 million to be made each May 15th 

through 2017, with the first principal repayment due in 2013. The revenue for the principal repayments came from Colorado 
employers who were billed a bond principal surcharge as part of their annual unemployment insurance premiums. 

● CDLE estimates that a potential total bonding amount could range between two and four times larger than during the Great 

Recession (~$1.2 billion to $2.5 billion).

● While CDLE continues to evaluate bonding as an option, at this time no benefit of bonding has been identified either for the 

employer community or the fiscal health of the UITF

Colorado Borrowing and Repayment During 
the Great Recession, Continued
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Thank 
You!
Until We 

Meet Again!


