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REASONS WHY THECOLORADO TAX BURDEN 

ON INSURERS SHOULD NOT BE INCREASED 

 

Life and health insurance are widely recognized as economic and social necessities.  

For many persons, life insurance is the principal asset for the support of surviving 

dependents, and health insurance eases the financial burden caused by accidents or 

illness. 

 

New taxes on deposit-type contracts imposes a heavy financial burden on Colorado’s 

families and particularly on the most vulnerable of those families. The imposition of 

this new tax will take $20 out of each $1,000 paid for the purchase of a deposit-type 

contract and represents double-taxation of the life savings of Colorado’s families. 

 

These instruments are purchased by individuals to meet long term planning goals, 

that being accumulation of assets to fund retirement objectives. At the same time, 

these contracts also provide an emergency source of funds in the event of financial 

disruption to a person’s life. Burdening these insurance instruments means with 

unnecessary taxes reduces the ability for the contracts to accumulate value for the 

benefit of the policyholders. 

 

The simple reality is that increased taxes, from any source, are paid by the 

consumer, and that is why any added tax comes at the expense of the future value 

of these types of insurance contracts. 

 

I. The Burden Will Fall on The Most Vulnerable  

 

The new tax on structured settlements adversely impacts the most vulnerable of 

Colorado’s citizens – those injured by the negligence of another party. These 

settlements provided guaranteed, stable income to injured parties in liability 

lawsuits. The proposal will tax those funds intended to ensure that a child or adult 

who was injured has access to the care and medicines needed. This proposal directly 

impacts the welfare of those needing the greatest protection.  

 

II. Taxing Retirees After the Impact of the COVID-19 Pandemic is Unwise 

 

There is a retirement savings crisis in the United States and Colorado. Individuals 

simply are not saving sufficiently to support themselves in retirement. The economic 

devastation of the COVID-19 Pandemic has aggravated this crisis. Colorado’s retirees 

and near-retirees have taken a significant hit to their retirement portfolios. As 

Colorado’s families attempt to recover from this financial blow, it makes little does 

not make sense to further tax their savings and to do so via a tax on one of the very 

products instruments that offers protection against that volatility and the low interest 

rates. 

 

 

 

III. Life Insurers Already Pay Their “Fair Share” 

 

Life insurers already face a high tax burden in Colorado. Unlike most corporations 

that pay a corporate income tax, life insurers are taxed on their gross premium 

amounts – a gross receipts tax. This means that life insurers pay corporate tax to 



Colorado regardless of whether they earn a profit and, unlike other corporations, 

they cannot offset future taxes by the losses they incurred in the past. Further, this 

type of tax structure applies whether the economic is growing, or if it is in a down 

turn. 

 

The 2.00% tax rate on life and health insurance premiums may appear to be lower 

than the 4.63% corporate tax rate in the state. However, because the life and health 

insurance tax base are gross premium receipts (and not the smaller amount of net 

income), the effective tax rate imposed by Colorado on insurance companies is 

higher than the tax rate imposed on other corporations. Calculations based on the 

net income of life and health insurance companies demonstrate that the Colorado 

premium tax is equivalent to a corporate tax on these companies at a rate of 10.5%. 

 

 

IV. Life Insurers Contribute to the Well-Being of Coloradans 

 

In Colorado, the life insurance industry generates 38,600 jobs, and each day pay 

out $25.6 million in life insurance benefits and annuity payouts for Colorado 

families and businesses.  Further, the industry invests $107 billion in Colorado’s 

economy while providing $13 billion in mortgage loans on farms, residential and 

commercial property. 

 

 

  


