
 The $250 threshold applies to the assembled cost of property as used by a business, not the unassembled  cost of
1

individual component parts.  For example, the cost of a personal computer should include all of the component parts,

including the central processing unit, mouse, keyboard, speakers, monitor, etc.  These components should not be

considered separately in determining the $250 exemption.
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February 7, 2008

TO: Interested Persons

FROM: Todd Herreid, Economist III, 303-866-2633

SUBJECT: Business Personal Property

The following memorandum provides background information on the structure of the
business personal property tax and the estimated fiscal impact of eliminating the tax.  The first
section describes the business personal property tax base, authorized exemptions, types of
equipment subject to the tax, and estimated tax collections by county.  The second section
estimates the fiscal impact of eliminating the tax.

Background information.  Under current law, all real and personal property in the state
is subject to taxation unless it is explicitly exempted in the Colorado Constitution or statutes. 
A number of exemptions exist, which are listed and described below:

• consumable personal property - two types of personal property are considered
consumable: 1) property with an economic life of one year or less, regardless of its
original purchase price; and 2) property with a purchase price of $250 or less,
regardless of its economic life;  1

 
• personal property per county per taxpayer of $2,500 or less - a taxpayer owning

personal property with an actual value of $2,500 or less per county is not required to
file a declaration schedule with the county assessor;
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• private property consisting of nonproducing unpatented mining claims; household
furnishings not used to produce income; personal effects not used to produce income;
inventories of materials, merchandise, and supplies that are held by a business for sale
or consumption; livestock; agricultural and livestock products; agricultural equipment
used to produce agricultural products; and intangible personal property not owned by
a state-assessed public utility;

• public property owned by the state, counties, cities, towns, other municipal
corporations, public libraries, and political subdivisions of the state, including school
districts and special districts;

• property dedicated for religious worship, private nonprofit schools, and charitable
purposes; and

• all motor vehicles, wheeled trailers, semi-trailers, trailer coaches, and mobile and self
propelled construction equipment, which pay specific ownership taxes in lieu of
personal property taxes.

Local governments collect all property taxes, but the value of personal property may be
locally assessed or state assessed.  Properties that are state assessed include utilities, airlines,
telecommunications, pipelines, and railroads because they cross county boundaries and are not
separately operating business units or enterprises.  Table 1 illustrates the 2007 assessed value of
all real and personal property, by class of property.

 Table 1
2007 Assessed Value of Property, by Class (millions of dollars)

Property Class
Personal
Property

Percent of All
Personal
Property

Total 
Property

Personal  Property as
Percent of Total

Property in Class

Vacant $0.0 0.0%  $5,967.1 0.0%

Residential $0.0 0.0% $39,368.6 0.0%

Commercial $3,463.5 34.9% $24,067.0 14.4%

Industrial $1,409.6 14.2% $2,878.2 49.0%

Agriculture $8.3 0.1% $820.2 1.0%

Natural Resources $123.3 1.2% $387.0 31.9%

Producing Mines $69.5 0.7% $290.2 24.0%

Oil and Gas $802.8 8.1% $7,223.8 11.1%

State Assessed $4,045.7 40.8% $4,391.6 92.1%

Total $9,922.7 100.0% $85,393.7 11.6%



– 3 –

As indicated in Table 1, the assessed value of personal property amounted to $9.9 billion
in 2007, which represented 11.6 percent of the state's total assessed value.  Because personal
property is assessed at a rate of 29 percent, the actual value of personal property amounted to
$34.2 billion.  Four classes of property accounted for the bulk of the personal property assessed
value: state assessed had 40.8 percent of the total, commercial had 34.9 percent, industrial had
14.2 percent, and oil and gas had 8.1 percent.  In addition, within certain property classes,
personal property represented a sizable fraction of total assessed value.  For instance, personal
property represented 92.1 percent of all state assessed property and 49.0 percent of all industrial
property.

An owner of personal property with an actual value of more than $2,500 in a county is
required to submit an annual declaration schedule describing the types of property in use.  The
declaration schedule is an itemized list of all the personal property owned by a business in the
county, including a description of the property, model number or capacity, acquisition date,
original installed cost, and month and year placed in service.  At this time, most counties do not
have searchable databases on the types of equipment, machinery, or furniture listed in the
declaration schedules.  However, some counties, such as Denver and El Paso, have this capability.
Based on information received from El Paso County the following summarizes the types of
commercial and industrial property that are subject to the business personal property tax.  The
Division of Property Taxation also provided information on the types of equipment and
machinery that are state assessed and subject to the business personal property tax.  These  three
classes account for about 90 percent of all the personal property assessed value.

• State assessed - pipelines, gas distribution mains, gas compressor and processing
equipment, gas well equipment, metering and measuring equipment,  railcars and rail
transportation equipment, railroad ties, fences and signs, freight and passenger cars,
aircraft, luggage shuttles, aircraft maintenance equipment, coal and gas turbine
equipment, electrical poles and towers, overhead and underground conduit and
wiring, line transformers, meters, purchase power agreements, digital switching
equipment, telephone poles, fiber optic systems, cellular towers, telephone conduit
wire, water pipelines, water distribution pumps and filters, and water well
equipment. 

• Commercial - general fixed equipment, computer equipment, copy and blueprint
machines, telephone equipment, furniture, leasehold improvements, household
furnishings, vending machines, signs, and other personal effects used to produce
income in residential rental properties;

• Industrial -  general fixed equipment, computer equipment, semiconductor
manufacturing equipment (testing, wafer fabrication, R&D), electronic testing
equipment, telephone equipment, and furniture.

Table 2 shows assessed values for real and personal property in each county of the state.
As indicated, most personal property is located in the larger metropolitan areas, with about 50
percent in the metro-Denver counties of Adams, Arapahoe, Boulder, Broomfield, Denver,
Douglas, and Jefferson.  However, in some counties, personal property accounts for a large
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proportion of total assessed value, such as in Baca, Moffat, and Morgan counties, where business
personal property represents over 40 percent of assessed value.  

Fiscal impact estimate.  Exempting business personal property from the property tax has
three major fiscal impacts.  The first major impact results from the simple decrease in the tax base
through the exemption of business personal property.  A second impact results from a change in
the residential assessment rate (RAR) that is necessitated by the reduction in nonresidential
property values created by the exemption.  Table 3 summarizes both of these impacts and
provides the relative percentage of each county's tax base that would be lost through such an
exemption.  Third, the loss in property taxes for school districts would require the state to backfill
those amounts through the school finance act.

In 2007, there was $9.9 billion in personal property assessed value statewide.  This
translates into approximately $732 million in property tax revenue for local districts, based on
average mill levies in each county.  Those counties with the highest proportion of their tax base
attributable to personal property are Moffat, Morgan, and Baca counties.  In general, rural
counties with a power plant or pipeline tend to be more dependent on personal property for
property tax revenue.

Because roughly $9.9 billion would no longer be counted as nonresidential assessed value,
the RAR must decline in order to meet the provisions of the Gallagher Amendment.   The
Gallagher Amendment requires that the RAR would decline by about three-fourths of a
percentage point, resulting in a loss of approximately $3.6 billion in residential assessed value
and approximately $275 million in property tax revenue.  This would affect every county in the
state, though to differing degrees.  Many rural counties tend to be less dependent on residential
property, while mountain resort communities are more dependent. The combination of these two
impacts is especially prevalent in Morgan County, where there is a predominant amount of both
business personal property and residential property.  The result is that Morgan County would see
almost half of its property tax base eliminated if all business personal property were exempted
from property taxes.

Since local school districts would collect less property tax revenue, the state would be
required to backfill those amounts through the school finance act.  Based on an average of school
operating mill levies, the state would be required to spend an additional $300 million for public
school finance.



– 5 –

Table 2
Assessed value of Personal and Real Property, by County, 2007
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Table 3
Estimated Loss in Property Taxes Due to Exempting Business Personal Property


