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The State of Colorado’s Unemployment Insurance Trust Fund
Update as of April 2021

The shutdowns and business closures associated with the COVID-19 pandemic produced record-high
unemployment levels in Colorado. As of February 2021, the state’s total employment level was still 5% below
what it was in January 2020. Official forecasts project that state employment will not recover to its pre-
pandemic level until 2022.

Colorado’s Unemployment Insurance Trust Fund was unprepared for even a minor recession: despite some
efforts to bolster it in early 2020, its pre-pandemic reserve was sufficient only to handle 78% of the state’s
historic high unemployment insurance demand.' As a result of the demand for unemployment benefits reaching
new heights and this prevailing financial instability, the fund quickly depleted and, in August 2020, fell into
debt.

Total unemployment insurance benefits paid by the Trust Fund is expected to exceed fund income in every
month from April 2020 through November 2022. During that time, the fund will have depleted from its pre-
pandemic level by about $2 billion. Until the fund recovers, Colorado’s unemployment insurance program will
remain reliant upon supplementary loans from the U.S. Treasury. Though income to the fund through higher
employer taxes will automatically increase at the start of each calendar year, it will still take years to repay
federal loans and rebuild the reserve.

Key Takeaways Concerning the UI Trust Fund’s Status and Future Tax Increases

1. Colorado, alongside states like
California, New York, and
Connecticut, has one of the
country’s highest burdens of
federal loans to its

Figure 1: Federal Unemployment Insurance Loans
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insurance program will continue to

unemployment insurance fund. 1 California $21,890,939,972.10 $554
As of April 8™, Colorado is one of 2 New York $10,241,502,514.72 $527
19 states currently reliant upon 3 Hawaii $733,793,362.54 $518
federal loans'’ and has the 9th- 4 Illinois $4,228,842,756.94 $334
greatest amount of money 5 Massachusetts $2,268,015,459.63 $329
outstanding in both absolute and 6 Texas $6,835,495,803.44 $236
population-adjusted dollars. 7 Minnesota $1,324,560,247.08 $235
8 Connecticut $698,143,955.31 $196
9 Colorado $1,004,206,295.48 $174
L. . 10 Ohio $1,455,439,516.40 $125
2. The state ': slt'" Ilag:;rov_\:llpg ¢ 11 New Mexico $255,423,748.24 $122
?ppromma ely $ miifion o 12 Pennsylvania $1,486,334,385.20 $116
ederal money every month 13 Kentucky $505,732,621.71 $113
and isn’t expected to begin 14 New Jersey $982,789,583.36 $111
repaying it anytime soon. Since 15 West Virginia $184,657,827.05 $103
October, outstanding federal loans 16 Nevada $278,220,452.43 $90
has grown by an average of just 17 Louisiana $176,349,870.92 $38
over $100 million per month, and 18 Maryland $60,238,764.89 $10
Colorado’s unemployment 19 Virginia $37,628,439.00 $4
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FY23, total revenue to the
fund is projected to grow at
an average annual rate of
24.8%. For the fund to be restored to its pre-pandemic solvency by 2028, five years after the end of the
latest projection, contributions will have to exceed payments by an average of almost $316 million in
each year after 2023. Figure 3 displays the historical and projected figures which describe the amounts
of payroll taxes paid annually to the UI Trust Fund from employers and the total annual values of
unemployment benefits paid from the fund.
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Before the pandemic, the Trust Fund had a Figure 3: Total Payroll Taxes to the Colorado UI
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Figure 4: Colorado's Unemployment Insurance
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207. Each employer’s base

contribution rate is determined by his/her employees’ total utilization of the Trust Fund—an employer
who tends to retain workers will pays a low rate, whereas an employer who frequently fires workers
(who then claim unemployment benefits) pays a high rate. Since total employment remains well below
its pre-pandemic level, the tax increases per employee will be especially pronounced.

@ FrundBalance (Sm) @ NetBenefits ($m) Fund Balance Forecast ($m)

Businesses that have struggled to retain workers during the pandemic are due to receive the largest rate
increases. Consider the example of a small business with 15 employees that laid off 5 workers in mid-
2020 due to the economic shutdowns, causing its utilization rating to drop from just below 0 to -10. In
2020, it would have paid a total payroll tax of $6,900 to the UI Trust Fund.
o Ifit does not re-hire in 2021, its total UI payroll tax will increase to $9,560,
despite having five fewer employees.
o If it does re-hire five employees in 2021, its total payroll tax will increase by
up to 208% to up to $14,340.
o If it continues to struggle after the pandemic, maintains a rating of -10, and
re-hires to 10 employees in 2024, its total payroll tax will increase to up to
$22,620.
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Figure 5 displays the ranges of unemployment insurance payroll taxes, inclusive of solvency surcharges,
that employers will be made to pay between 2020 and 2026, per employee.

Figure 5: Total Unemployment Insurance Payroll Tax and Solvency Surcharge Paid by Employers

(per Employee Earning at Least $30,600)

Percent of Excess 2020 2021 2022 2023 2024 2025 2026
(Utilization Rating)
26 $1,006 $1,311 $1,766 $2,670 $3,115 $3,356 $3,550
15 $808 $1,053 $1,418 $2,012 $2,348 $2,683 $3,019
10 $734 $956 $1,289 $1,939 $2,262 $2,436 $2,575
5 $626 $813 $1,095 $1,645 $1,919 $2,069 $2,186
(-)0 $552 $717 $966 $1,449 $1,691 $1,821 $1,926
5 $219 $282 $379 $552 $644 $692 $733
10 $118 $150 $201 $276 $322 $347 $366
15 $94 $117 $155 $216 $252 $275 $291
20 $79 $97 $128 $173 $202 $220 $233

" https://drive.google.com/file/d/1bv_-Bh5GNYGCPjT1VDd32ktXnNis8gla/view

i https://oui.doleta.gov/unemploy/budget.asp
https://cdle.colorado.gov/sites/cdle/files/Colorado_Unemployment_Insurance_Charts_Through_April_3_2021.pdf
v https://leg.colorado.gov/sites/default/files/images/marforecast_0.pdf
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