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What Voters See, May Not Be What Voters Get
Fiscal and Policy Impacts Surrounding Proposition 120
“"Reduce Property Tax Assessment Rates”

2021 November Statewide Ballot Measure

Key Findings

Proposition 120 - Property Tax Assessment Rate Reduction

Proposes to permanently reduce the statewide property tax assessment rate for
several classes of property. The ultimate impact of the measure hinges on whether
2021 legislation, passed by the state legislature after the ballot initiative was
submitted, will remain law. The differing outcomes are more than $972M apart in
the long run, or the difference between a potential $1.1B revenue cut to a potential
$151M revenue cut in 2024.

o If 2021 state legislation SB21-293 remains, then under Proposition
120 only residential property owners classified as multi-family will see
a permanent drop in their assessment rate from 7.15% to 6.5%.

Similarly, only commercial property owners classified as lodging will
see a permanent drop in their commercial assessment rate from 29% to
26.4%.

e If Proposition 120 is passed and the SB21-293 is ultimately overturned,
then the lower rates would apply to all residential and commercial
properties respectively.

e As Proposition 120 only changes the statewide assessment rates, the final
revenue impacts will vary based on how individual taxing districts adjust their
mill levies.

e In 2022, the first year of implementation of the lower assessment rates, total
property tax revenue would grow by an estimated $302M, or 2.5% above
2021 levels if Proposition 120 passes and SB21-293 remains.

e If Proposition 120 passes and SB21-293 is struck down, local property tax
revenue would decrease an estimated $435.3M, or -3.7%, between 2021 and
2022 levels. Colorado local government entities that collect property tax
revenue, including counties, municipalities and school districts, have been
awarded more than $4.5B in COVID relief aid from the federal government,
surpassing any projected revenue declines in the short-term.
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Overview: The Gallagher Amendment and Proposition 120

Last year, Colorado voters approved Amendment B, which abolished the formula for
determining property assessment rates established in 1982 by the Gallagher
Amendment. This, the repeal of the Gallagher Amendment, left a void in Colorado’s
property tax policy which legislators and interest groups have begun trying to fill
since then—the static assessment rates enshrined by Amendment B in the absence
of Gallagher’s formula were never intended to hold permanently, as the removal of
its strict policy mechanism left property taxation subject to grow at the same rate
of the growth in property values. This leaves taxpayers more vulnerable to sudden
market disruptions like the recent spike in home prices.

To Learn More about Amendment B, Read Amendment B:
The Inherent Tradeoffs in Amendment B (Sept. 2020)

Differing Assessment Rates by Property Type in Colorado

Property types Assessment rate Assessed value Statewide average mills ~ What is paid

ﬁ Residential property value

$100,000 -> 7.15% - $7,150 Y .81% - $579

Commercial and other
property value
$100,000

Oil & Gas property value
$100,000 -> 88% - $88,000 - .81% - $7,128

- 29% - $29,000 N 81% —  $2,349

This year, two major efforts to change Colorado’s property tax policy have come to
prominence: Proposition 120, which aims to permanently reduce assessment rates
for almost all types of property, and SB21-293, drafted and passed in response to
Proposition 120, which, pending likely litigation, tempers the potential impact of the
proposition and temporarily reduces some residential and commercial assessment
rates.

The Two Scenarios of Proposition 120’s Passage

As it was proposed and approved for circulation, Proposition 120 would, if passed,
reduce assessment rates on residential property from 7.15% to 6.5% and on all
other property types, besides mining and oil-and-gas drilling, from 29% to 26.4%.
Now, due to the passage of SB21-293, which reclassified property types,
Proposition 120’s two rate reductions would apply only to multi-family and
commercial lodging property, respectively. The proposition’s ballot language was
set inalterably before SB21-293's passage, so the question which will appear on the
2021 ballot incorrectly references the original rate reductions. Whether the
intentional disruption caused by SB21-293 will ultimately apply to the
implementation of Proposition 120, if it is passed, is still unclear. The measure’s
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sponsors have stated publicly that they are poised to bring litigation against the
legislature which would restore its original effects, i.e., the broad assessment rate
cuts indicated in the ballot language.' In this report, both of Proposition 120’s
possible outcomes upon passage are represented as scenarios and form the bases

of the impact projections:

e Scenario #1: SB21-293 remains effective and Proposition 120 only lowers
multi-family and commercial lodging assessment rates.

e Scenario #2: SB21-293 is overruled and Proposition 120 lowers all
assessment rates except those for oil-and-gas and mining property as was

originally intended.

The tables directly below show the impacts that SB21-293 and Proposition 120 will
have on assessment rates depending upon its outcome under scenario #1 or #2.

Figure 1

Scenario #1: Selected Colorado Property Tax

Assessment Rates through 2024

2022 2023 2024
Assessment Rates 2021
Pass Fail Pass Fail Pass Fail
Single-family o o o
Residential 7.15% | 6.95% | 6.95% | 6.95% | 6.95% | 7.15% | 7.15%
Multi-family o o o o
Residential 7.15% 6.5% 6.8% 6.5% 6.8% 6.5% 7.15%
Commercial Lodging 29% 26.4% 29% 26.4% 29% 26.4% 29%
Other Commercial 29% 29% 29% 29% 29% 29% 29%
Agricultural 29% 26.4% 26.4% 26.4% 26.4% 29% 29%
Re”ﬁ‘foa dbd‘zt:i”nergy 29% | 26.4% | 26.4% | 26.4% | 26.4% | 29% | 29%
Figure 2

Scenario #2: Selected Colorado Property Tax

Assessment Rates through 2024

Assessment Rates 2021 2022 2023 2024
Single-family Residential 7.15% 6.5% 6.5% 6.5%
Multi-family Residential 7.15% 6.5% 6.5% 6.5%

Commercial Lodging 29% 26.4% 26.4% 26.4%

Other Commercial 29% 26.4% 26.4% 26.4%
Agricultural 29% 26.4% 26.4% 26.4%

Renewable Energy o o o o
Production 29% 26.4% 26.4% 26.4%
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Impacts

Overall Revenue Projections

The fiscal impact of Proposition 120 is to directly reduce property tax revenue to
counties and districts by reducing the total assessed value of property below
baseline projections. Some counties may raise their mill levies to offset the revenue
reductions caused by lower assessment rates, but neither CSI's modeling nor the
state’s fiscal impact analysis includes any adjustments to mill levies necessary to
raise additionally the revenue that counties would otherwise lose. In 2024,
according to CSI’s calculations, the direct revenue impact of this proposition’s
passage would be either -$150 million, under scenario #1, or -$1,118 million,
under scenario #2. SB21-293 would not change the direction of the revenue
impacts under either scenario, but it would reduce the magnitude of the original
projected impact by 86.6%. If SB21-293's effect upon Proposition 120 is
overturned, the total property tax revenue to Colorado counties will decrease from
2021 to 2022 by over $435 million; if it is not, revenue will continue to grow each
year regardless of Proposition 120’s passage. The graph below shows a baseline
revenue projection alongside projections of Proposition 120’s presumptive impact
before and after the signing of SB21-293.

Figure 3

Property Tax Revenue Impacts of Proposition 120

@ Baseline Projection before SB21-293 @ Baseline Projection after SB21-293 @ Scenario #1 @ Scenario #2
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Property Class Growth Impacts

The primary difference between the impacts under the two scenarios besides
magnitude, is their distributions across property classes. Whereas the measure
under Scenario #1, with the effects of SB21-293, would only apply to one type of
property within both the commercial and residential classes, under Scenario #2, it
would apply to nearly every property type. As a result, there is a wider range of
detailed potential revenue effects even than the total numbers suggest. The table
below summarizes the revenue impacts to the state by property class in 2022, by
scenario, compared to 2021 collections. The table details the components of the
continued revenue growth of Scenario #1 and the first-year revenue cut of Scenario
#2.

Figure 4

Changes to Property Tax Collections between
2021 and 2022 under Proposition 120

2021 Propert . 2021-2022 Revenue Changes
Classp Y L2 T Scenario #1 Scengario #2
Vacant $353,647,959 $177,383 -$31,395,046

Residential $5,633,805,050 $50,491,788 -$240,515,504
Commercial $3,705,673,860 $156,658,440 -$153,061,312
Industrial $455,300,014 $15,961,977 -$24,685,585
Agricultural $115,184,237 -$7,982,774 -$7,982,774
Natural Resources $25,249,394 -$55,545 -$2,309,721
Mines $41,083,630 $1,401,308 $1,401,308
QOil and Gas $1,166,026,867 $65,252,663 $65,252,663

State Assessed $692,204,576 $19,814,361 -$41,983,196

Total $12,188,175,588 $301,719,602 -$435,279,168

County Revenue Impacts

Colorado's counties are, largely, not in dire financial straits at the moment—federal
relief aid packages approved in the last year have sent about $2 billion to Colorado
localities and another $2.5 billion to school districts and the Colorado Department
of Education.! Proposition 120 would impact no county severely enough to
overwhelm the effects of this federal aid, but its passage would still decrease the
amounts of money that counties and districts can budget for future years.

Several Colorado counties have authority to allow their property mills to increase in
response to a revenue reduction. Even in counties other than the six which have
floating county mills, nearly every school district, together covering 99.9% of
Colorado’s population, can increase its mill levy on the basis of lowered assessment
rates. Recently, HB21-1164 repealed a schedule of property tax credits issued by
school districts which decreased the effective number of mills charged to property
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within those school districts. These are not reflected in CSI's modeling, but will
nonetheless severely temper any revenue shortfalls which Proposition 120 would
cause.

Not every county would experience the effects of Proposition 120 similarly under
either passage scenario. The lost property tax revenues would be distributed
amongst Colorado’s counties unequally—if the effect of SB21-293 endures, counties
with large shares of multi-family and lodging property will be impacted most
severely by the assessment rate reductions. Densely populated urban counties, like
Denver, Boulder, and Broomfield, and counties which rely heavily upon tourism, like
Pitkin and Eagle, would experience the greatest revenue reductions per capita;
agricultural and manufacturing counties would, likewise, be least impacted. If the
measure passes and the sponsors’ lawsuit succeeds, conversely, the counties most
impacted will be those with large agricultural and manufacturing sectors. The table
below displays these revenue impacts in detail with respect to both outcomes;
scenario #1 represents the proposition’s impacts under current law and scenario
#2's values correspond to the impacts of Proposition 120 as written.

Figure 5
Scenario #1 Scenario #2
County ::‘s;:::z Revenue Revenue
Revenue Difference Loss per Revenue Difference Loss per
Person Person
Adams $1,369,728,349 | $1,356,823,217 | -$12,905,132 $23 $1,251,634,339 | -$118,094,010 $215
Alamosa $17,226,715 $17,094,103 -$132,612 $8 $15,676,320 -$1,550,395 $92
Arapahoe $1,497,322,198 | $1,480,433,895 | -$16,888,303 $25 $1,363,577,195 | -$133,745,003 $194
Archuleta $23,520,602 $23,224,883 -$295,719 $20 $21,511,946 -$2,008,656 $137
Baca $9,874,814 $9,852,828 -$21,986 $6 $9,003,930 -$870,884 $256
Bent $7,189,388 $7,175,756 -$13,632 $3 $6,547,249 -$642,139 $123
Boulder $970,853,101 $959,542,554 -$11,310,547 $34 $883,161,569 -$87,691,532 $264
Broomfield $255,636,655 $252,544,053 -$3,092,602 $39 $232,959,088 -$22,677,567 $288
Chaffee $30,914,867 $30,641,421 -$273,446 $13 $28,120,509 -$2,794,358 $133
Cheyenne $8,134,576 $8,124,851 -$9,725 $5 $7,695,963 -$438,613 $242
Clear Creek $24,283,968 $24,207,198 -$76,770 $8 $22,625,578 -$1,658,390 $167
Conejos $6,101,575 $6,050,012 -$51,563 $6 $5,551,451 -$550,124 $68
Costilla $10,507,751 $10,474,576 -$33,175 $9 $9,564,023 -$943,728 $248
Crowley $4,024,546 $4,010,696 -$13,850 $2 $3,663,002 -$361,544 $59
Custer $7,048,556 $6,935,978 -$112,578 $23 $6,411,169 -$637,387 $128
Delta $23,701,755 $23,419,127 -$282,628 $9 $21,573,851 -$2,127,904 $68
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Denver $2,380,347,307 | $2,341,407,823 | -$38,939,484 $51 $2,165,714,523 | -$214,632,784 $280
Dolores $7,416,804 $7,392,480 -$24,324 $12 $7,218,400 -$198,404 $102
Douglas $901,018,584 $894,224,803 -$6,793,781 $18 $819,524,451 -$81,494,133 $217

Eagle $258,566,552 $251,072,179 -$7,494,373 $131 $235,171,027 -$23,395,525 $408
El Paso $751,159,739 $745,796,131 -$5,363,608 $7 $683,228,117 -$67,931,622 $89
Elbert $48,493,969 $48,036,088 -$457,881 $15 $44,114,073 -$4,379,896 $145
Fremont $35,660,485 $35,376,837 -$283,648 $6 $32,452,141 -$3,208,344 $68
Garfield $175,798,898 $174,910,699 -$888,199 $14 $168,313,098 -$7,485,800 $118
Gilpin $18,798,451 $18,386,607 -$411,844 $67 $17,109,036 -$1,689,415 $275
Grand $55,468,496 $54,447,786 -$1,020,710 $63 $50,464,973 -$5,003,523 $307
Gunnison $49,131,962 $48,455,449 -$676,513 $38 $44,760,200 -$4,371,762 $245
Hinsdale $3,008,396 $2,978,456 -$29,940 $35 $2,736,900 -$271,496 $317
Huerfano $10,360,688 $10,291,188 -$69,500 $10 $9,468,985 -$891,703 $134
Jackson $6,038,020 $6,017,765 -$20,255 $15 $5,862,566 -$175,454 $133
Jefferson $1,220,397,553 | $1,209,254,418 | -$11,143,135 $19 $1,110,001,989 | -$110,395,564 $186
Kiowa $4,399,308 $4,386,620 -$12,688 $9 $4,070,830 -$328,478 $240

Kit Carson $20,616,902 $20,525,111 -$91,791 $13 $18,766,880 -$1,850,022 $254

La Plata $166,017,462 $164,605,824 -$1,411,638 $170 $154,602,680 -$11,414,782 | $1,376
Lake $11,570,235 $11,530,033 -$40,202 $1 $10,964,023 -$606,212 $10
Larimer $765,354,203 $757,041,902 -$8,312,301 $22 $696,835,009 -$68,519,194 $181

Las Animas $16,920,341 $16,836,646 -$83,695 $6 $15,767,866 -$1,152,475 $81
Lincoln $17,132,007 $17,066,126 -$65,881 $11 $15,790,276 -$1,341,731 $223
Logan $30,398,627 $30,245,970 -$152,657 $7 $27,718,156 -$2,680,471 $117

Mesa $156,609,122 $155,410,675 -$1,198,447 $7 $143,814,579 -$12,794,543 $80
Mineral $3,948,018 $3,919,448 -$28,570 $36 $3,591,944 -$356,074 $448
Moffat $28,842,306 $28,745,282 -$97,024 $7 $26,522,646 -$2,319,660 $178

Montezuma $40,666,156 $40,484,998 -$181,158 $7 $39,297,219 -$1,368,937 $50
Montrose $42,459,394 $42,059,377 -$400,017 $9 $38,626,577 -$3,832,817 $86
Morgan $64,702,328 $64,379,638 -$322,690 $11 $58,965,270 -$5,737,058 $192

Otero $11,517,250 $11,472,530 -$44,720 $3 $10,481,857 -$1,035,393 $58
Ouray $9,958,265 $9,814,223 -$144,042 $29 $9,058,354 -$899,911 $180
Park $30,348,181 $30,247,723 -$100,458 $5 $27,604,316 -$2,743,865 $140
Phillips $10,752,316 $10,703,185 -$49,131 $12 $9,805,793 -$946,523 $226
Pitkin $159,102,017 $155,281,837 -$3,820,180 $217 $144,699,183 -$14,402,834 $819
Prowers $9,779,812 $9,732,969 -$46,843 $4 $8,905,816 -$873,996 $73
Pueblo $196,271,613 $195,351,183 -$920,430 $5 $178,577,431 -$17,694,182 $103
Rio Blanco $41,143,191 $41,092,609 -$50,582 $8 $39,393,100 -$1,750,091 $283
Rio Grande $14,739,124 $14,610,765 -$128,359 $12 $13,411,320 -$1,327,804 $120
Routt $81,939,575 $79,760,042 -$2,179,533 $80 $74,547,235 -$7,392,340 $271
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Saguache $29,418,587 $29,261,430 -$157,157 $23 $26,770,918 -$2,647,669 $388
San Juan $1,726,896 $1,706,989 -$19,907 $28 $1,571,386 -$155,510 $217
San Miguel $42,570,239 $41,646,448 -$923,791 $105 $38,753,110 -$3,817,129 $434
Sedgwick $4,946,716 $4,932,713 -$14,003 $6 $4,502,944 -$443,772 $200
Summit $148,184,036 $144,641,248 -$3,542,788 $111 $134,767,177 | -$13,416,859 $421
Teller $41,402,466 $41,288,812 -$113,654 $4 $39,158,952 -$2,243,514 $85
Washington $13,869,428 $13,828,873 -$40,555 $8 $12,772,169 -$1,097,259 $228
Weld $1,438,506,720 | $1,434,972,639 | -$3,534,081 $10 $1,383,529,852 | -$54,976,868 $152
Yuma $24,506,168 $24,407,964 -$98,204 $10 $22,515,866 -$1,990,302 $194
Methodology

The property tax revenue projections presented in this report are based upon the
assessed values of property by class and county published in the Colorado Division
of Local Affairs’ 2020 property tax annual report. These values, converted into
actual property values by dividing them by the 2020 assessment rates, form the
year-0 baseline and are grown to project future years’ property values by national
inflation projections, county population growth projections, and outlier-excluding
averages of the prior 10 years’ growth rates. These projections of total property
values are multiplied by the relevant assessment rates, multiplied by their
corresponding counties’ average mill rates, and summarized at the state and county
levels for each projection year. The projections, consistent with pre-2021 law and
revenue trajectories, used in this report only for comparative purposes, were
developed from the contemporary projections by adjusting mill levy parameters
according to the magnitude of each year’s static revenue decrease.

" https://coloradonewsline.com/2021/09/02/colorado-legislature-change-shrinks-proposed-tax-cut-

initiative/

i https://www.denverpost.com/2021/04/05/colorado-cities-counties-joe-biden-congress/

it https://commonsenseinstituteco.org/wp-

content/uploads/2021/06/CSI_FED_ED_JUNE2021_FINAL_REV.pdf
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