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Kansas Unemployment Insurance Updates & Impact
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1. Key State UI System Building Blocks

2. Historical Kansas UI Reforms & Impacts

3. 2025 Session: Budget Proviso Implications

4. Activity Since 2025 Session – Identity Solution(s)

5. Kansas Business Coalition 

• Considerations 

• Recommendation



UI Financing & Solvency Basics |  Definitions
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State Unemployment Tax Act (SUTA):  
SUTA tax is a payroll tax levied to fund state unemployment benefits

Experience Rating:  
A system of taxing employers at different rates based on their “experience” with unemployment.  In most states, 
experience is measured by the share of former workers who receive UI benefits over a given period

• Intent is to ensure employers who lay off or otherwise discharge more workers bear more of the costs  

• May also serve as an incentive for avoiding layoffs

Solvency:  
The financial ability of a UI trust fund to pay out expected UI benefits and repay debts to the federal government

A state’s ability to determine the taxable wage base is the most crucial decision in determining adequate UI financing
1. Fixed Taxable Wage Base (TWB):  Twenty-eight (28) states / territories have a fixed dollar amount of wages. 

Can lead to financing shortfalls because proportion of wages taxed declines each year as total wages paid in the state grow  
• Not to be confused with the Fixed Financing Methodology (Effective 2015) regarding Reserve Ratio Thresholds & Standard Tax Rates

2. Variable TWB Indexed to Trust Fund:  Seven (7) states / territories set a variable taxable wage base tied to TF fund balance

3. Flexible TWB Indexed to Wages:  Eighteen (18) states / territories set a variable/indexed taxable wage base based on a 
proportion of the state’s average annual wage (SAAW).  
Because the TWB grows automatically as overall wages grow, these states often have the broadest taxable wage bases and the most 
stable financing



Taxable Wage Bases & Tax Rates |  Program Differences
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Several factors influence why State Unemployment Tax Act (SUTA) wage bases vary significantly across states:
1. Solvency of the state’s unemployment fund

2. State economy and average wages

3. State legislation and policy priorities

4. Historical unemployment claims data

5. Federal / State minimum wage rates

SUTA taxable wage bases are a complex balancing act between ensuring sufficient funds for unemployment benefits, 
keeping taxes low for businesses, and reflecting the economic realities of each state

An employer’s actual annual SUTA tax rate is like a recipe made up of two main ingredients:

• SUTA Tax Rate: Percentage of an employee’s wages the employer pays to the state trust fund
• Ranges from 0% to as high as 20%, depending on state and the employer’s unemployment history

• Wage Base: Maximum wage per employee subject to the SUTA tax 
• The federal minimum taxable wage base under FUTA is $7,000

• If the federal TWB had kept pace with inflation, it would be more than $55,000 in current dollars

• Instead the FUTA tax base has been stuck at $7,000 since 1982

• Most states have a higher taxable wage base than $7,000

• Kansas’ TWB was fixed/static (1983-2013 = $8,000  |  2015 = $12,000  |  2016 = $14,000)

• 2026/27 = 25% of SAAW ($15,100)  |  2028 = 30% |  2029 = 35%  |  2030 = 40%  | 2031+ =  Potential for 45%



UI-Financing |  Experience-Rated Systems
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All state Unemployment Insurance-financing systems are experience-
rated, but several aspects of these systems limit the connection 
between an employer's tax contributions and the employer’s experience 
with unemployment
• State maximum tax rate limits the size of an employer’s tax payment, regardless of the costs 

an employer may have imposed on the system

• Similarly, a minimum tax rate ensures that an employer’s tax rate will not drop below a 
specified floor, no matter how much its experience rating improves

• Some aspects of state systems allow the cost of some benefits to be charged to all employers 
rather than to a single employer

• These shared costs include, for example, benefits paid to unemployed workers of a firm that has 
gone out of business

• Administering unchecked, bad regulations and/or provisos as it relates to unlimited “Temporary 
Unemployment”

• When the cost of benefits is shared in these ways, it reduces experience rating and imposes 
additional costs on all employers, especially the good actors/positive rated employers



State UI Tax Policies |  General Concerns
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1. Kansas included, state UI financing systems naturally limit the degree of 
experience rating and does not take into account the time value of money… 

a. Employers consistently paying less in taxes/contributions than the amount of 
chargeable benefits paid to former workers – carry a significant & growing negative 
balance for many years

• Because states maintain records in nominal dollars, such negative balances understate the 
real cost that such employers have imposed on the UI State Trust Fund

b. Conversely, employers that consistently maintain significant positive account balances 
are not adequately compensated for these balances – the nominal balance understates 
the real contribution such employers have made to the state's trust fund

2. Prior to 2024, Kansas UI tax policy was resulting in persistent cross-
subsidization among firms and industries 

a. KS introduced measures to improve actual experience-rating and reduce subsidies
b. However, in 2026, 60,000+ KS employers will experience avoidable subsidization
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The Arnold Group |  2007 – 2026 Summary 
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Comparison of Accounts | 10 Year Summary Impact
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State Trust Fund Solvency |  Est. Avg. High Cost Multiple (01/01/25)
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*Solvent UI State Trust 
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Avg. Employer Tax Amt. Per Covered Employee |  (CY 2023)
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Kansas UI Trust Fund Interest Payment | Annual Summary
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Interest Payments have 
an annuity effect…

Currently covers 
approximately 19 weeks 

of KS UI Benefits.
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4

|  2026 State Tax Competitiveness Index



HB 2570: Write Off Provision |  Severely Negative Rated Employers
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Severely Negative Rated Employers

• Participating Employers

• 1,718

• Total Amount Written Off

• $405,094,804 

Source: UCMIC Report Final 4.30.25.pptx

Provided Equal Footing

Leveled the Playing Field

Control Their UI Tax Destiny



Kansas UI Trust Fund |  What Happened in 2025 & Why It Matters
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• The KS UI is financed through employer contributions and operates as a pooled trust fund

• Benefit payments – regardless of which employer’s workers receive them – affect overall 
fund solvency, which determines statewide employer tax schedules

• Over the past decade, Kansas has strengthened its UI financing structure and modernized its 
technology platform

• However, during the most recent budget cycle, a temporary budget proviso granted a single 
large ER an exception to statute by extending temporary layoff benefits from 8 to 16 weeks

• Specifically for a Supplemental Unemployment Benefits (SUB) Plan Employer

• As a result, more than 1,400 workers received approximately 8 additional weeks of benefits, 
creating unplanned trust fund outflows. Because the UI system is pooled, these costs were 
absorbed system-wide rather than isolated to the employer involved

• Under existing statutory solvency triggers, this one-time exception automatically shifted 
Kansas from Tax Schedule B to Tax Schedule C for 2026, increasing ALL rated employer 
contributions statewide



Supplemental Unemployment Benefit (SUB) Plans
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Overview
Supplemental Unemployment Benefit (SUB) Plans are:

• employer-sponsored programs that provide additional income to employees 
during periods of layoff or reduced work hours

• employees must first be eligible for AND receive state unemployment 
insurance (UI) benefits before receiving SUB Plan payments, which 
supplement, but do not replace state UI benefits

This interaction raises important policy considerations for state unemployment 
systems, employers, and workers



Pros of SUB Plans
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For Employees
• Provide income security by supplementing UI benefits, often replacing a higher share of pre-layoff wages

• Reduce financial hardship during layoffs, supporting stability for families and communities

• Ensure a stronger tie to the employer, easing recall and reemployment

For Employers
• Maintain workforce attachment, loyalty, and morale

• Reduce turnover costs and retraining expenses when operations resume

• Demonstrate a commitment to EEs, strengthening labor relations (especially in union environments)

For States
• SUB payments are employer-funded AND they are stacked on top of state UI benefits

• May reduce pressure on public assistance programs by stabilizing worker income

• Support continuity in industries where temporary shutdowns are cyclical (e.g., auto manufacturing)



Cons of SUB Plans
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For Employees
• Dependence on recall may discourage active job search, especially with long recall dates (MRP 2.0)

• Benefits are unevenly available – largely limited to unionized or large employers

• Workers may face gaps if state UI benefits expire before recall occurs

For Employers
• Requires significant financial and administrative commitment to establish and maintain SUB trusts

• May increases UI tax costs since regular UI claims still charge the employer’s experience rating account

• Attracts scrutiny as it shifts costs onto state UI funds, while ER only funds the supplement

For States
• State UI trust funds bear the full burden of unemployment benefits – employees must first claim UI 

before receiving SUB Plan Pay

• Extended recall periods combined with waived work search requirements can result in prolonged benefit 
drains without reemployment efforts

• Creates equity concerns – workers in SUB-supported industries may receive more generous support 
compared to other unemployed workers



SUB Plans |  Summary
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Policy Tension
• Eligibility vs. Reemployment: SUB plans comply with UI eligibility rules (workers are “unemployed” if not 

receiving “wages”), but extended recall and waived work search provisions can undermine the UI 
system’s reemployment mission

• Employer vs. Public Cost Sharing: Employers fund SUB trusts, but states & their ERs still fund the UI base 
benefits, leading to debate about whether this is an equitable cost split

• Short-Term vs. Long-Term Shutdowns: SUB plans align well with short-term layoffs. For long shutdowns, 
they expose weaknesses in UI design, raising questions about fairness and solvency

Summary
• SUB plans strike a balance between worker income security and employer workforce stability, but they 

also introduce trust fund strain and policy equity challenges

• Policymakers should consider:
• Setting clearer limits on recall periods AND eligibility for waived work search

• Evaluating the fairness of SUB-supported claims relative to other industries

• Monitoring trust fund solvency impacts in industries with heavy SUB usage



2025 Budget Proviso |  Single Employer Impact
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N11 Rated Employer |  Projected Impact of Surcharge & SUB Pay (1 EE)
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$655 Weekly KS UI + $670 SUB Pay = $1,303 Total Weekly “Wage” (74% Target)
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N11 Rated ER |  Projected Impact & SUB Pay (1 EE w/ NO Surcharge)
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N11 Rated ER |  Projected Impact & SUB Pay (1 EE w/ 4% Surcharge)
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N11 Rated ER |  Projected Impact & SUB Pay (1,400 EEs w/ NO Surcharge)
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N11 Rated ER |  Projected Impact & SUB Pay (1,400 EEs w/ 4% Surcharge)
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N11 Rated ER |  Projected Impact & SUB Pay (1 EE w/ 4% Surcharge)
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N11 Rated ER |  Projected Impact & SUB Pay (1,400 EEs w/ 4% Surcharge)



2025 Proviso Tax Impact |  Automatic Adjustment by Statute
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• ~$10+M increase in statewide unemployment taxes

• 60,000+ positive-rated employers affected

The adjustment occurred automatically by statute, 
not by administrative discretion



Summary of Activity Since 2025 Session
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Immediate dialogue after session by KS Business Group
• Seeking solutions: Strategic | Universal Fix | Long-Term
• Multiple options considered

• Engaged with UI experts
• Biggest challenge: U.S. DOL conformity guidelines

• Limits options greatly

• Considered off-sets to state UI benefits
• SGF Demand Transfers

• Competing priorities any given year
• Political winds: No guarantees
• Ultimately, it’s just a different form of bad UI subsidization
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G.O. - KS Temporary UI Work Group |  Six Reforms, One Goal

Governor’s Office – Interim Unemployment 
Insurance Work Group
• Focus: 

Temporary unemployment w/ return-to-work 
dates beyond eight weeks

• Stakeholders: 
Labor, business, KDOL, and HR communities

• Meetings: 
Aug.-Dec. (4)  |   Multiple sub-meetings
• Unable to reach consensus on the final proposal

• Business community presented a package deal
• Labor community is neutral on the surcharge piece
• GM could not agree to the surcharge proposal



G.O. - KS Temporary UI Work Group |  Six Reforms, One Goal
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Greater flexibility for employees, clearer guidance for employers, and stronger trust fund protections

Reflects input from business, labor, and administration… representing a balanced, forward-looking 
framework designed to benefit all stakeholders

1. Expand Temporary Unemployment
• Extend return-to-work requirement from 8 weeks to the benefit year / until benefit exhaustion

Flexibility for EEs & ERs without weakening program integrity, when paired with #5 below
2. Add New Definition

• Define “Unemployment compensation benefit exhaustion”
Creates clarity for claimants, employers, and KDOL

3. Supplemental Unemployment Benefit (SUB) Plans
• Establish statutory recognition of SUB plans in Kansas

Aligns with federal compliance and allows employers to responsibly supplement benefits
4. Temporary UI Extension (from HB 2570)  |  Extensions  Exemptions

• Remove extension in K.S.A. 44-775
• Reframe weather-impacted industries (contractors, ready-mix plants) as statutory exemptions

Protects industries with unavoidable seasonal layoffs while modernizing provisions
5. New Surcharge Provisions

• Create surcharge framework for employers with unusually and disproportionately high benefit charges
• Preserve exemptions for weather-impacted industries

Ensures fairness, accountability, and trust fund solvency

A fair, clear, and sustainable unemployment system that balances flexibility, predictability, and accountability
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6. Employer Reporting Components
• Require submission of Mass & Temporary Layoff Spreadsheets for ERs reporting under Work Share OR Temporary Layoffs
• Add ER reporting of holiday pay, severance, and plan removals within set timelines

Improves transparency, prevents misuse, and ensures accurate KDOL data

Together, these six items form a comprehensive, forward-looking framework balancing fairness, accountability, and
trust fund solvency, while also maintaining vital protections for both employees and employers

• Workers gain flexibility and clearer protections
• Employers gain predictability and recognition of SUB plans
• The State Trust Fund is safeguarded through accountability and transparency

This package represented a shared commitment to modernizing Kansas’ unemployment system in a way that works for
everyone… business, labor, and the administration alike. By expanding flexibility, clarifying definitions, protecting
seasonal industries, holding high-usage employers accountable, and ensuring accurate reporting, we would create a
framework that is fair, clear, and sustainable

These six items are more than policy updates; they are an investment in workers, employers, and the long-term security
of the trust fund… balancing flexibility, predictability, and accountability for the future

A fair, clear, and sustainable unemployment system that balances flexibility, predictability, and accountability
G.O. - KS Temporary UI Work Group |  Six Reforms, One Goal



Policy Guardrail Considerations |  System & Employer Protections
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Consider new guardrails to avoid unintended system-wide impacts while 
preserving the desired ER flexibility for future economic disruptions:
Preserve Experience Rating Integrity

• Align benefit costs w/ the employers that generate them to limit broad cost shifting

Require Fiscal Impact Review for Exceptions
• Any temporary or employer-specific deviations should include documented analysis of 

trust fund solvency and tax schedule impacts

Leverage Modern UI System Capabilities
• Use real-time data to identify emerging risk and apply corrective measures before 

automatic statewide tax increases are triggered



Legislative and Business Takeaway
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• The Kansas Unemployment Insurance (UI) system is (was) functioning as 
designed… automatically protecting trust fund solvency through experience-
rated financing

• Structured to balance worker support with experience-rated employer financing

• However, targeted or temporary exceptions within a pooled funding model 
can unintentionally shift costs to thousands of stable employers

• Understanding how solvency-based triggers operate is essential when 
considering employer-specific policy exceptions

• Predictability, uniformity, and alignment between benefit charges and 
employer experience remain critical to maintaining confidence in the UI 
system and avoiding unintended, system-wide fiscal consequences



Option A |  Status Quo
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Do nothing... 
• Leaves important and necessary guardrails off 

• Preserves opportunity to repeat avoidable across-the-board tax increases in future years
• Risk additional subsidization of negative rated / higher-impact employers by positive rated employers 

unrelated to triggering events



Option B |  A Modern, Measured Policy
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Modernize not only how the system operates, but how it is governed…
• Remove 8 week “temporary unemployment” weeks cap
• Tiered surcharge framework for higher-impact employers

• Key Features
• Applies only to employers in Rate Groups N9–N11

• Tiered surcharges of 2%, 3%, or 4% based on severity

• Minimum duration with exit based on sustained improvement

• Preserves voluntary contributions and seasonal protections
• Non-charge for weather-related employers regarding “temporary unemployment” benefits

• Why It Matters
• Protects stable employers from subsidizing disproportionate risk

• Strengthens trust fund solvency without broad tax increases

• Rewards responsible employment practices

• Prevents future cost-shifting caused by last-minute exceptions

• Provides a limited, specific mechanism to align contributions with demonstrated system costs
• Maintains trust fund solvency, overall tax competitiveness, and flexibility for employers of all sizes within 

the existing UI structure



Broader Consideration |  Rate Table Adjustments – Negative Rated ERs
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This would also modernize not only how the system operates, as well as how it’s governed…

Closer aligned to original design of Tax Schedules / Rate Tables in HB 2570

Adjust only the N1-N11 Group Rates
• Updates existing tax schedules/rate framework for negative rated / higher-impact employers

• Simpler and more straight forward approach
• Non-charge for weather-related employers regarding “temporary unemployment” benefits

• Better aligns contributions with system costs across the board
• Maintains trust fund solvency, overall tax competitiveness, and flexibility for employers of all sizes within 

the existing UI structure
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Current Schedules / Rate Tables
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Proposed Schedules / Rate Tables
Alternatives Considerations 
for Negative Rate Groups:

+11 Add’l Groups 

9.80% Max Std. Rate

Proportional Solvency Adjustment

Rates for Positive Rated Employers

+20 Add’l Groups

12.70% Max Std. Rate

Proportional Solvency Adjustment

Rates for Positive Rated Employers

+0 Add’l Groups

10.45% Max Std. Rate

Proportional Solvency Adjustment

Rates for Positive Rated Employers



What’s Next?
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The Kansas Business Coalition 
is finalizing a bill draft for Option C :

1. Expand “Temporary Unemployment”
a) Weather-Related Employers

• Exceptions  Exemptions
• No Benefit Chargeability for “Temporary Unemployment”

2. Surcharge Framework and/or Update SUTA Tax Schedules / Rate Tables
3. Sunset the Negative Debt Write Off Provisions
4. Acknowledge Supplemental Unemployment Benefit (SUB) Plans / Pay
5. Add / Clarification of Statutory Definitions
6. General Clean Up



Questions / Comments?

316.619.7864
phayes@ArnoldGroupHR.com
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