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Employers To See Lower FUTA Tax in 2016 
 

Unemployment Insurance Trust Fund Loan Repaid  
 

WETHERSFIELD, March 31, 2016 – The Connecticut Department of Labor today announced that 
employers throughout Connecticut will pay a lower federal tax, with no special assessment required, this 
calendar year. The lower rates are the result of the state’s repaying the federal loan that was needed to 
continue paying Unemployment Insurance (UI) benefits during the last recession.  
 

With the loan now fully repaid, Connecticut employers will see their Federal Unemployment Tax Act 
(FUTA) taxes reduced to the customary rate of 0.6% for calendar year 2016 – a significant drop from the 
total FUTA tax rate of 2.7% for calendar year 2015. As a result, an employer’s tax will return to an 
average of $42 per employee compared to the $189 paid while the loan was being repaid. In addition, 
the state will pay the final interest due to the federal government this year, which means employers will 
not pay the additional special assessment. 
 
“In 2009, the state’s employer-supported UI trust fund became insolvent when the national economic 
recession resulted in unemployment rates as high as 9 percent and a sharp increase in the number of 
residents relying on unemployment benefits,” said State Labor Commissioner Scott D. Jackson. “With up 
to 175,000 benefit payments being issued weekly to assist our unemployed residents, Connecticut 
shored up its depleted fund by borrowing from the federal government.” Jackson added that the UI 
system contributed more than $2 billion to Connecticut’s recovering economy in 2010 alone, playing a 
significant role in keeping many of the state’s small business open.   
 
“As we face a new economic reality, the state and business owners must work together to ensure the 
trust fund is solvent to put the state in the best position moving forward,” said Governor Dannel P. 
Malloy. “We are working to add jobs in key, cutting-edge industries and make strategic investments. 
That this loan has been repaid is a step in the right direction and we are pleased that business owners 
will see their FUTA rates drop. ”   
 
To repay the money needed for these employer-funded trust funds, federal law required states to 
increase the FUTA taxes paid by business owners. In Connecticut, the increases have been applied 
directly to the state’s outstanding federal loan balance, and employers have also been re-paying the 
interest on the federal loan through an additional special assessment.  
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“Although this is welcome news for our state and its employers, the task now before Connecticut is to 
develop a strategy for long-term comprehensive reform to help ensure a solvent trust fund in the event 
of other recessions,” Jackson added. “While it is critical that we provide our unemployed residents with 
benefits and the safety net they need while looking for new employment, it is equally urgent that we 
build a system that is sustainable for the future.” 
 
Connecticut’s federal loan was paid off March 24, 2016. Currently, four states – California, Kentucky, 
Ohio and the Virgin Islands – continue to have outstanding loans with the USDOL’s federal 
unemployment account while an additional half dozen states are repaying federal loans through bonding 
programs.  
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