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Expiration of FUTA Surtax

The federal-state unemployment compensation program, authorized by the Social Security Act of 1935, provides unemployment benefits for up to 26 weeks. The program is financed by federal taxes under the Federal Unemployment Tax Act (FUTA) and state payroll taxes under the State Unemployment Tax Acts (SUTA). The general FUTA tax rate is 6%; however, .2% surtax was added in 1976. Congress previously extended the authorization of the FUTA surtax through 6/30/11 but that date passed without Congress extending the surtax. This presumably means that employers will have to track FUTA taxable wages paid before 7/1/11 and after 6/30/11, and the IRS will need to revise Form 940 [Employer's Annual Federal Unemployment (FUTA) Tax Return].

The IRS advises you track separately Jan.-June and July-Dec. 2011.

