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The debate  
One of the biggest impacts of the COVID-19 pandemic and the resulting government shutdowns and significant limitations 

on many businesses has resulted in over 1 million individuals in Washington filing for unemployment sometime between 
March 8 – November 21, 2020.  This has resulted in over $4 billion in benefit payments from the state UI Trust Fund, and 
depletion of the UI Trust Fund from nearly $5 billion at the end of 2019 to an estimated $1.2 billion by the end of 2020.  Since 
the UI Trust Fund is currently funded by employer taxes, without funding from another source (e.g. federal funding, Budget 
Stabilization Account (BSA), etc.), employers will experience significant UI tax increases. 
 

Background 
The UI system is a joint federal-state program.  The federal government provides minimum requirements that state UI 

programs must comply with to receive specified federal funding for such things as administrative and technology costs.  During 
times of high unemployment, like those due to COVID-19 and the Great Recession, the federal government typically provides 
enhanced or expanded unemployment benefits to eligible individuals paid for with federal funding such as Pandemic 
Unemployment Aid (PUA) for self-employed and part-time-employee individuals and Pandemic Emergency Unemployment 
Compensation (PEUC) which provides an additional 13 weeks of benefits to eligible individuals. Federal law also requires the 
state to request a federal loan if it projects that the UI trust fund cannot pay three months of benefits. 

In Washington State, employers pay UI taxes to fund unemployment benefits for eligible beneficiaries (excluding benefits 
covered by federal funding).  UI taxes collected are deposited into the UI Trust Fund which is the dedicated account that state 
unemployment benefits are paid out of.  There are three components of UI taxes that employers pay: 

1. Experience Rate Tax:  Annual tax calculation based on a ratio of benefit claims charged to a single employer over the 
preceding four years and “taxable wages” reported by the employer.  Note:  Taxable wages are capped at $56,500/per 
employee in 2020.   

2. Social Tax:  Annual tax calculation determined by subtracting total taxes paid by all employers for the four consecutive 
quarters from total unemployment benefits paid to all claimants over those same quarters.  Social tax varies by rate 
class with a ceiling of 1.22%. 

3. Solvency Tax:  If there is less than seven months of benefits available as of September 20th, a 0.20% solvency surcharge 
is assessed.     

*State law sets the maximum tax rate for the combined three taxes at 6%. 
 Employers' total state UI tax rate also includes a portion for the Employment Administrative Fund (EAF) for the 

administration of the UI system.  Employers also pay a Federal Unemployment Tax (FUTA) which is 6% of each employee’s 
wages up to $7,000 per year or $420 per employee per year.   
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Key facts 
• Washington’s Unemployment Insurance (UI) Trust Fund is a dedicated account that pays UI benefits. 
• The UI Trust Fund is funded by employer taxes (no employee contributions). 
• The UI Trust Fund balance is anticipated to decrease from nearly $5 billion at the end 2019 to $1.2 billion at the end of 

2020. 
• Employers will experience significant UI tax increases in 2021 through at least 2025 if the legislature and/or federal 

government does not make temporary or permanent changes to employer tax rates and/or use other funds sources for 
the trust fund (e.g. federal funding, Budget Stabilization Account (BSA) appropriation). 
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 The chart below is from the September 2020 Unemployment Trust Fund Forecast and forecasts employer taxes, 
benefit payments and trust fund balance based on current law.    
 

 
 

What to expect in the 2021 session 
 In August, the Employment Security Department (ESD) established an Unemployment Insurance Advisory Committee 
consisting of nine members: four representing employees, four representing employers and one representing Workforce 
Development Councils. The committee’s purpose is to consider and provide advice to the department, legislature and governor 
to improve the UI program. The committee may consider changes to state statute, comment on department rulemaking and 
policies, make recommendations on other specified matters, and study issues as the committee determines appropriate. The 
advisory committee has met twice a month since August and still has two to three meetings scheduled this month to continue 
discussions and possible recommendations for the 2021 legislative session.   
 Topics that have been discussed during advisory committee meetings or in other meetings include, but are not  
limited to: 

• Appropriating funds from the BSA to reduce employer experience rates – i.e. not charge layoffs due to government 
shutdowns to an employer’s experience rate.  The omnibus COVID legislation (HB 2965) passed on the last day of the 
2020 session included a $25 million appropriation for this purpose. 

• Use some our state’s CARES Act funding from federal government (or future federal COVID stimulus funding) to reduce 
employer experience rates. 

• Federal loan to decrease social tax rates in the next three to four years – i.e. decrease projected social tax rates to 
replenish trust fund (loan would be paid off over a longer period). 

Stakeholders  
• Employer Associations:  Hospitality Association; Association of Washington Businesses; NFIB; WA Food Industry 

Association; WA Retail Association; Building Association of Washington; Association of General Contractors; NW 
Grocery Association 

• Unions:  Washington State Labor Council; Teamsters 117, Operating Engineers 302, etc. 
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