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Impacts of Lowering Colorado Businesses’ $4.4 Billion Tax Bill: 
Analysis of the $600M Request in the Governor’s Budget 

 and the $1.1B Transfer Proposed in SB22-066 
 

 Update as of February 2022 
Key Findings 

• Compared to a 2020 baseline, Colorado employers face $4.4 billion in additional state and 
federal unemployment insurance payroll taxes between 2023 and 2027. 
o State taxes = $4.14 billion to replenish the Unemployment Insurance Trust Fund 
o Federal taxes = $230 million of increased federal payroll taxes due to outstanding loan balances 

• The proposed $600 million allocation to the Unemployment Insurance Trust Fund included in the 
Governor’s FY23 budget request would save employers $655 million of combined payroll 
taxes to the state and federal governments by 2027. 

• The allocation would move the base premium rate to a lower rate schedule beginning in 2024 and 
remove the solvency surcharge in 2025 instead of 2026. This would produce a $358 million tax 
reduction in 2025 and preserve 4,700 jobs. 
o The Legislative Council Staff's December 2021 economic forecast, which is the basis of most of 

the modeling in this report, is likely to have underestimated the Trust Fund’s future 
performance. Fund balances over the next few years are likely to be higher than they were 
projected to be in December, so the actual employer savings may be less than CSI’s current 
modeling estimates. 

 

• By the end of 2025, all of the requested transfer would have been realized as employer savings. 
Before that, much of the $600 million allocation would serve to bolster the Trust Fund’s balance 
and increase its resilience against the potential of another economic downturn. 
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• Colorado is just one of 9 states with a federal loan to its unemployment insurance fund. 
• Colorado legislators are considering spending more money on unemployment insurance relief by 

paying a total of $1.1 billion to the Trust Fund as an alternative to the Governor’s proposed $600 
million and a means to pay off the full value of the federal loan immediately. If they do: 
o Employers would save a total of $870 million between 2023 and 2025. Due to a $438 million 

savings in 2025, the bill would preserve 5,800 Colorado jobs. 
o The Trust Fund’s balance would be $230 million higher in the long run because of the rapid 

move to the lowest premium rate schedule. 
• Businesses are already facing massive increases in taxes, regulatory fees, and administrative costs. 

Both the Governor’s and the legislators’ proposals would save employers money and make the UI 
Trust Fund more resilient. Enacting neither would keep unemployment insurance payroll taxes 
historically high and could pressure some businesses into financial hardship or closure. 
 

Introduction 

Due to the influence of the COVID-19 pandemic and the state government’s policy responses, Colorado’s 
unemployment levels spiked in early 2020 and caused the state’s Unemployment Insurance Trust Fund to 
become deeply insolvent. As of July 2021, the UI Trust Fund balance is -$1.014 billion and is not currently 
projected to become solvent until the 2024 fiscal year.i Because employers are responsible for paying 
payroll taxes to the Trust Fund, a depleted fund forces Colorado businesses to pay high payroll taxes on 
each employee and incur financial harm as a result. The graph below shows the depletion of the Trust 
Fund between 2019 and 2021. 
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Return on Investment 

Direct Savings 

In Colorado, employers pay payroll taxes to the UI Trust Fund based upon a rate schedule defined by 
state law.ii Each employer’s base premium rate is determined by two factors: its former employees’ 
utilization of state unemployment insurance (a history of high utilization begets high rates), and the 
balance of the Trust Fund. When the fund’s balance is low, the state charges higher rates in order to refill 
it; when the fund is completely depleted, as it is now, the state charges high rates and additional 
“solvency surcharges” which are also set according to each employer’s utilization history. 

The Governor’s proposal to allocate $600 million directly to the Trust Fund, therefore, would decrease the 
amounts employers pay in the future by bolstering the fund’s reserve, which triggers lower rates. Below is 
a summary of what employers are projected to pay to the Trust Fund over the next five years under 
current policy compared to what they would pay after a $600 million transfer. 

Savings per Employee Earning More than $30,600 after $600 Million Transfer 
Percent of Excess 2023 2024 2025 2026 2027 

-26 $0 $179 $938 $0 $0 
-15 $0 $143 $741 $0 $0 
-10 $0 $131 $670 $0 $0 
-5 $0 $109 $567 $0 $0 

(-)0 $0 $98 $496 $0 $0 
5 $0 $38 $170 $0 $0 
10 $0 $19 $69 $0 $0 
15 $0 $12 $54 $0 $0 
20 $0 $10 $38 $0 $0 

 

In total, this policy would result in employer savings of almost $655 million across the state over the next 
three years. According to CSI’s modeling, the measure would cancel the solvency surcharge after two 
years rather than three and return the Trust Fund’s reserve ratio to a high and stable level earlier than 
under current policy. A simulation in the REMI Tax-PI economic model indicates that the state would avoid 
the loss of 4,700 jobs compared to the baseline projection in 2025 as a result of lowering the payroll tax 
increase by $358 million. If the legislature makes a larger payment to remove the federal loan sooner, as 
proposed in SB22-066, employers would save $438 million in 2025 and avoid the loss of 5,800 jobs. 
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In addition to the monetary savings this would provide employers, a cash transfer to the Trust Fund would 
also eschew some of the risk of layoffs and closures that businesses face due to the compounding of high 
payroll taxes and other financial hardships associated with the COVID-19 pandemic. A small business of 
10 employees who earn more than the base wage would pay between $834 and $4,455 less, depending 
upon its experience rating, by 2025; especially to a business struggling to retain employees, this could be 
a crucial cost savings. 

Employer Savings after $600 Million Transfer 
Experience Rating Employees 2023 2024 2025 

20 (highest) 
10 $210 $515 $109 
50 $1,050 $2,576 $544 
250 $5,250 $12,880 $2,720 

10 
10 $210 $610 $218 
50 $1,050 $3,052 $1,088 
250 $5,250 $15,260 $5,440 

0 
10 $210 $1,158 $843 
50 $1,050 $5,789 $4,216 
250 $5,250 $28,945 $21,080 

-10 
10 $210 $1,729 $1,469 
50 $1,050 $8,645 $7,344 
250 $5,250 $43,225 $36,720 

 
-26 (lowest) 

10 $210 $2,205 $2,040 
50 $1,050 $11,025 $10,200 
250 $5,250 $55,125 $51,000 

 



 

Common Sense Institute 
www.commonsenseinstituteco.org 

5 

Fund Resilience 

Under the Governor’s proposal, only 
$297 million of the $600 million allocated 
to the Trust Fund would be realized as 
direct savings for employers by 2024. 
This is because, along with lowering 
payroll taxes, the transfer also increases 
the fund balance and bolsters the entire 
UI program against a potential short-
term recession by $303 million. At the 
beginning of 2020, the Trust Fund’s 
solvency level was only 78% of what it 
would need to be to withstand a 
recession;iii as a result, Colorado’s 
unemployment insurance program has 
fared worse than almost any other 
state’s. Even once the balance of the 
fund returns to a level above zero, it will 
be insufficient to endure future 
disruptions over the short term. A large 
cash transfer, like the one the Governor has proposed, would make the fund more resilient in the short 
run, save employers and employees even more money, and boost the state’s economy. 

In response to the funding problems experienced during the pandemic, SB20-207 scheduled the 
unemployment insurance base wage to increase gradually from $13,600 to $30,600 (a 125% increase) in 
2026.iv In years after 2026, the base wage will fluctuate according to the state’s average weekly wage; 
therefore, under current policy, the fund balance will continue to increase in perpetuity in a healthy 
economy even after the Trust Fund recovers to a high reserve ratio and the risk of fund insolvency will be 
faint. A high base wage is beneficial to the health of the Trust Fund but will be detrimental to the 
employers who pay high payroll taxes long after high rates cease to be necessary to ensure the fund's 
solvency. 

The Federal UI Loan 

Despite enduring hardships similar to those faced by other states during the pandemic, Colorado 
is one of only nine states with an unemployment insurance program that is still in debt 
to the federal government.v Due to the depletion of the state UI Trust Fund, Colorado was 
forced to take federal loans, the outstanding balance of which, as of February 15th, 2022, is just 
over $1 billion. If the loan cannot be repaid by November 10th, 2022, it will begin accruing 2.3% 
annual interest which Colorado employers will have to finance through incrementally higher federal 
unemployment insurance premiums. 

Currently, employers in Colorado pay unemployment insurance payroll taxes to the federal government 
worth .6% of each employee's first $7,000 earned each year.vi In 2023, however, and in each additional 
year during which Colorado has an outstanding federal loan balance, this premium will increase by .3 
percentage points ($21 per employee) and the amount raised by the increased premium will be used to 
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repay the loan. According to CSI’s modeling based on 
December projections, and absent the Governor’s $600 
million and the legislature’s $1.1 billion proposals, the 
federal loan is expected to be fully repaid by the end of 
2024. 

If no additional money is allocated to the Trust Fund, 
employers will have to pay the federal government 
twice as much in 2024 as they do now. They would 
have to pay this increase in addition to their state UI 
payroll taxes, which would add to the financial strain 
upon businesses looking to re-hire or grow after the 
pandemic.  

Just after the start of the 2022 legislative session, SB22-
066 (Restore Unemployment Insurance Fund Balance) 
was introduced. It proposes to contribute even more 
money to the Trust Fund in order to repay the federal 

loan entirely. If it is enacted, the Trust Fund will receive a transfer of $1.1 billion instead of the $600 
million requested by the Governor. Due to the language of the bill’s first draft, there remain some 
unresolved concerns about the legality of the transfer and the impact it would have upon the Trust Fund’s 
TABOR-exempt status. CSI’s modeling assumes that legislators will find a legal way to transfer the full 
$1.1 billion according to the bill’s intent. The bill’s February 8th fiscal note includes an explanation of 
SB22-066's potential effect upon the Trust Fund’s TABOR-exempt status and its interaction with 
Proposition 117. Proposition 117’s passage in 2020 requires that Coloradans vote to approve the 
formation of a fee enterprise if it is projected to collect more than $100 million over five years.vii The 
following chart shows the impact of the $1.1 billion payment by 2027. 

Whether the Trust Fund receives the 
$600 million offered by the Governor’s 
request or the $1.1 billion from SB22-
066, the federal loan will be repaid 
before the state’s federal unemployment 
credit is reduced. Under both scenarios, 
Colorado employers save all of the $230 
million they would otherwise pay to the 
federal government in 2023 and 2024. 
Should the bill supplant the Governor’s 
proposal, employers will save a total of 
$870 million on state payroll taxes and 
the Trust Fund will have $230 million 
more in reserve after 2027. 
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More Reasons to Act 

Persistently high payroll taxes to the UI Trust Fund may be more damaging to businesses now than ever 
before. Due to developments which transpired before, during, and after the pandemic, businesses in 
Colorado are under pressure from higher inflation and higher costs of doing business than ever before. 
Considering the magnitudes of these additional costs, keeping needless costs down for businesses is 
especially crucial to the state’s economic health. Below are some of the most severe burdens which 
businesses stand to face; for a more comprehensive list, see CSI’s July 2021 report, “The Steep Price Tag 
of the 2021 Legislative Session.” 

• Proposition 118 (2020) – Paid Family and Medical Leave 
o This voter-approved ballot measure will create a paid family and medical leave program 

available compulsorily to employees of eligible businesses starting in 2023. 
o The program will be funded by earnings premiums, totaling $1,294.9 million in 2023, 

paid by employers and employees. The program’s generous benefits will cost employers 
either productivity or the price of securing replacement labor. 

• HB21-1286 – Energy Performance for Buildings 
o This creates a large-building energy benchmarking program which includes requirements 

that owners of buildings with gross floor area larger than 50,000 ft2 meet various 
environmental performance standards. 

o Many building owners will be forced to either purchase expensive equipment upgrades, 
reduce the commercial utilization of their buildings, or pay large non-compliance fines. 

• Insurance Premium Property Sales Severance Tax – HB21-1312  
o This applies sales tax to digital goods, eliminates the vendor fee for large retailers, 

narrows tax exemptions for some business activities, and restricts businesses’ home 
office rules. The bill also changes some property taxes and limits oil-and-gas netback 
deductions. 

o Most of the revenue raised by this bill would be paid by businesses, which will be most 
affected by the new home office rules and the vendor fee repeal. 

• High local minimum wages 
o Several Colorado localities have dramatically increased their minimum wages since the 

enactment of a law which permits municipalities to enforce their own minimum wages. 
In Denver, for example, the minimum hourly wage is $15.87 in 2022, which is over $3 
more than the state’s minimum wage. 

• Record-high inflation 
o Overall, prices in the Denver metropolitan area increased by 7.9% over the last year. 

This devalues some businesses’ reserves and will strain them financially under the 
burdens of high administrative costs and rapid wage growth. 
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i https://leg.colorado.gov/sites/default/files/images/december2021forecast.pdf 
ii https://cdle.colorado.gov/sites/cdle/files/CESA%202019.pdf 
iii https://oui.doleta.gov/unemploy/docs/trustFundSolvReport2020.pdf 
iv https://leg.colorado.gov/bills/sb20-207 
v https://oui.doleta.gov/unemploy/budget.asp 
vi https://www.irs.gov/businesses/small-businesses-self-employed/futa-credit-reduction 
vii https://www.sos.state.co.us/pubs/elections/Initiatives/titleBoard/filings/2019-2020/295OriginalFinal.pdf 


