
A package of legislation designed to clean up and modernize Colorado’s tax code, making it 
fairer for all Coloradans and small businesses by closing loopholes for big corporations and 
the wealthy, has just been introduced in the Colorado legislature. HB21-1311 and HB21-1312 
will increase and expand access to the state Earned Income Tax Credit, fund the Colorado 
Child Tax Credit, and give tax relief to small businesses across the state.

In addition to making a big difference for Coloradans of all races, immigration statuses, a 
wide range of income levels and communities across the state, it will also make Colorado’s 
tax code more efficient by eliminating some loopholes that have been determined to be 
wasteful and don’t benefit Colorado’s economy, create jobs, or make Colorado competitive 
with other states.

This package of bills builds on the idea that we are the economy. It’s the billions of 
transactions and connections of low-income and working families who make our economy 
flow. If people with the most barriers to wealth and prosperity aren’t doing well, then the 
economy isn’t doing well.

If passed, these bills will support working families and our economy by: If passed, these bills will support working families and our economy by: 

• Increasing the percentage of the state Earned Income Tax Credit (EITC) to 20% of the 
federal credit

• Changing the eligibility of the EITC to include all workers aged 18 and over
• Fully funding the state Child Tax Credit (CTC) and making it available for all 

Coloradans, including those filing with an ITIN
• Providing tax relief for small businesses

These changes will be funded by closing tax expenditures that:These changes will be funded by closing tax expenditures that:

• Don’t meet their intended purpose
• Are business expenditures that aren’t creating jobs or growing the economy
• Are substantially different in Colorado than other states
• Are not broadly beneficial, meaning it does not benefit the majority of Colorado 

taxpayers or is not equitable



Income tax Business Meals 
Deduction

Returns CO to pre-2020 
Business Meals Deduction 
law, allowing businesses to 

deduct 50% of meals instead 
of 100%

Income tax Captive Insurance 
Loophole

Prevents businesses 
from benefiting from 

illegitimate captive insurance 
subsidiaries 

Individual
income tax

Itemized
Deduction Cap

Caps itemized deductions 
($30,000 single/$60,000 

joint), for tax filers with AGI 
above $400,000 per year

Only those making 
>$400k annually (Top 

0.4% of all CO taxpayers)

Individual
income tax

529 Contribution 
Deduction Cap

Caps 529 contribution 
deduction at $10,000 for 

single filers and $15,000 for 
joint filers per taxpayer per 

year

Top 10% of 529 users

Income tax
Qualified Business 
Interest Deduction 

Cap Extension

Extends the cap on qualified 
business interest deduction 

instituted in HB20-1420; 
through tax year 2025, the 
QBI deduction cannot be 

taken by those with incomes 
above $500,000/$1M

Single filers with QBI 
and income above 
$500k; joint filers 

with QBI and income 
above $1M

Income tax
Colorado-source 

capital gains 
deduction repeal

Repeals the Colorado-source 
capital gains deduction

Only around 6000 
taxpayers that 

purchased property 
within a limited time 

frame

Corporate
income tax

Combating Tax 
Havens

Prevents corporations 
from sheltering earnings in 

offshore tax havens 
Corporations with 

offshore profits

Corporate
income tax

Three of Six Rule 
Change

Replaces the three-of-six 
combined reporting standard 
to bring CO in line with other 

states

All multi state 
corporations that 

operate in CO

Corporate
income tax

Joyce-Finnegan 
Change

Modernizes corporate tax 
apportionment for multistate 

corporations

Corporations that 
operate in multiple 

states



Sales Tax
Tangible Personal 

Property 
Clarification

Clarifies definition of tangible 
personal property to include 
mainframe computer access 
and processing, packing and 

crating, and photocopying

Sales Tax Vendor Fee
Eliminates vendor sales tax 
fee/allowance for retailers 

with more than $10M in 
annual sales

Colorado’s largest 
retailers

Insurance
Premium Tax

Strengthening the 
Regional Home 

Office Credit

Strengthens criteria for 
claiming the regional 

home office credit so only 
insurance companies 

with 2.5% of their national 
workforce located in CO can 

qualify

Certain insurance 
companies

Insurance
Premium Tax

Restricting 
Annuities 

Exemption

Restricts annuities exemption 
to products purchased as 

part of qualified retirement 
plans, IRAs, Roth IRAs, or 

Roth 401(k) plans

217 life insurance 
companies

Earned Income Tax 
Credit Expansion

Increases EITC to 20% and 
applies to any individual over 

18

Funding Allocations

Supports working 
individuals and families 

with incomes below 
$57k

Individual
income tax

Child Tax Credit 
Funding

Funds the CTC starting in 
2022 and allows the CTC 
to be taken regardless of 

whether a qualifying child has 
a SSN

Supports working 
families with children 

under 6
Individual

income tax

Social Security 
Deduction Cap 

Repeal

Clarifies that all social 
security income is excluded 

from state  income tax 
liability

Certain Coloradans who 
receive Social Security 

benefits
Individual

income tax

Employee-Owned 
Businesses Credit

Allows certain income tax 
benefits for worker-owned 

co-ops, employee stock 
ownership plans, and 

employee ownership trusts

Promotes employee 
owned business 

development
Individual

income tax



Severance Tax  Coal Severance 
Tax Reform

Over three years, phases out 
the coal tonnage severance 

tax exemption and the 
underground coal credit

Property Tax Walmart Property 
Tax Loophole

Closes the “dark store”
property tax loophole by
requiring property to be

valued based on the 
property's value in use

Severance Tax Net-back 
Deduction Reform

Limits the netback 
deductions to direct costs 
actually paid,  disallowing 
costs of capital and other 

indirect expenses

Certain oil and gas 
producers

Property Tax
Business Personal 

Property Tax 
Reform

Increases threshold for not 
filing business personal 

property taxes from $7,900 
to $50,000 starting in 2021; 

threshold increases with 
inflation biennially starting in 

2023 

Supports businesses 
that have limited 
personal property

Funding Allocation
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