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Key Findings 
- If passed, Amendment B would repeal the primary law governing how property 

taxation works in Colorado. However, whether Amendment B passes or fails, 
many issues surrounding the future of the state’s system of property taxation 
will remain, and still require a long-term solution.  

- The history of property tax revenue, and the relative tax burden since the 
passage of the Gallagher Amendment has produced some clear trends.  

o Given residential property value has outpaced commercial, the residential 
assessment rate has fallen from 21% in 1983, to 7.15% in 2019.  

o Residential property paid 46% of total local property tax revenue in 2019, 
despite consisting of 79% of all local property value.  

- Businesses in some Colorado cities pay much higher effective property tax rates 
than businesses in large cities like New York, San Francisco, and Los Angeles. 

o For example: Denver, Colorado Springs, and the small city of Walsenburg 
in Southern Colorado have effective property tax rates of between 
2.039% and 2.295%, compared to 1.317% in New York, 1.180% in San 
Francisco and 1.175% in Los Angeles, according to data from the Lincoln 
Institute of Land Policy. 

- If passed, Amendment B would have the effect of freezing the residential 
assessment rate at 7.15% and most non-residential assessment rates at 29%.  

o Freezing the residential assessment rate would halt the anticipated 
reduction to 5.88%, which is estimated to reduce local property tax 
revenue by nearly $700 million annually. 

o Residential homeowners will likely pay higher taxes in the future as their 
property tax burden will grow in-line with the value of their home.  

o The legislature would be able to lower residential or non-residential 
assessment rates in future years, but still cannot raise rates, unless 
referred to voters.  

- While Colorado households will continue to pay some of the lowest property 
taxes in the country, if Amendment B fails, the current trends brought about 
from the existing property tax formula will continue. 

o The anticipated reduction in the residential assessment rate to 5.88%, 
and associated reduction in local tax revenue would likely prompt a series 
of further government and fiscal responses.  

o Lower local property tax revenue to K-12 school districts will increase the 
pressure on the State General Fund budget to backfill funding for K-12 
education. DOLA modeling of 2019 property data indicates that property 
tax revenue across all school districts in 26 counties, including, Mesa, 
Pitkin, Park and Alamosa, would have experienced a reduction in revenue 
from 2018 to 2019, if the anticipated lower assessment rate of 5.88% 
were enacted.  
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Overview of Amendment B 
This fall, Colorado voters will be asked to approve or reject a proposed reform of 
the state’s property tax system through a repeal of the Gallagher Amendment of 
1982. The proposed repeal was referred to the ballot during the 2020 legislative 
session by supermajorities of the Colorado State House and Senate. 

The Gallagher Amendment governs the collection of property taxes, which are a 
major source of revenue for services provided by local governments in Colorado. In 
2019, for example, property taxes raised $11.08 billion for K-12 education, 
municipal and county government, fire and rescue services, water and sanitation 
infrastructure, parks and recreation departments, hospitals, libraries and other local 
services.i 

Amendment B would: 

• Repeal the Gallagher Amendment’s fixed statewide formula that requires 
approximately 45% of total taxable property to come from residential 
property and 55% to come from non-residential property. 
 

• Keep property tax assessment rates in state law at their current levels (i.e. 
7.15% for residential property and 29% for most types of non-residential 
property). 
 

• End the practice of automatic decreases in the residential property tax 
assessment rate to maintain the Gallagher formula’s 45/55 split between 
residential and non-residential tax revenues. 
 

• Subject any proposed increases in tax assessment rates to voter approval as 
required under the Taxpayer’s Bill of Rights in the Colorado Constitution. 

History of the Colorado Constitutional Amendment Known 
as the “Gallagher Amendment”  
Colorado property taxes are determined under a process that is partially controlled 
by the state and partially controlled by local taxing authorities, such as cities, 
counties and school districts. The process can be described in the following manner: 

 

The actual value of a property is determined every two years by county-level 
officials, with the exception of public utilities and railroads, which are assessed by 
state officials. Local taxing authorities, with the approval of voters, determine the 
mill levies that apply to properties within their respective jurisdictions. But the 
assessment rate – which determines how much of a property’s value is subject to 
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local mill levies – is set by the state and controlled by a constitutional formula that 
was created by the Gallagher Amendment. 

The Gallagher Amendment of 1982 was added to the Colorado Constitution by 
voters to stabilize the residential and non-residential share of the state’s property 
tax base, after significant escalations in residential property taxes in the 1970s. In 
the years immediately following the passage of the Gallagher Amendment, 
residential property tax assessment rates did stabilize, i.e. from 1983 to 1986, the 
residential property tax assessment rate remained at 21%. However, since the late 
1980s, the Gallagher formula – when combined with prevailing real estate trends – 
has dramatically reduced residential property tax assessment rates, with further 
reductions expected in the coming years as shown in Figure 1.  

Figure 1 

 

When Gallagher came into force, roughly 45% of property subject to local mill 
levies in Colorado was residential, and 55% was non-residential. The Gallagher 
formula effectively requires the 45/55 ratio that existed in the early 1980s to 
remain relatively constant. Under Gallagher, to maintain the 45/55 ratio, the state 
legislature must reset the residential assessment rate every two years. However, 
Gallagher does not allow any change in the assessment rate – or the percentage of 



 
 
7 
 September 2020 

a property’s value that is subject to local mill levies – for commercial, agricultural, 
industrial and other non-residential property classes.  

Over the past four decades, residential property values have increased at a higher 
rate than non-residential property values in Colorado. In 1983, the market value of 
residential properties was 53.2% of all property value. In 2019, the residential 
share grew to 79.5%.ii The residential market trend, together with the application 
of the Gallagher Amendment, has resulted in repeated reductions in the assessment 
rate for residential property in order to maintain the 45/55 ratio – from 21% in 
1983 to 7.15% in 2020. This represents a 65.95% reduction in the residential 
property tax assessment rate.  

Figure 2 – Figure from Colorado Legislative Council Staff July 30 Memo re: The Gallagher Amendment 

 
Image source: https://leg.colorado.gov/sites/default/files/gallagher_amendment_memo_-_final.pdf 

Data source : Colorado Department of Local Affairs, Division of Property Taxation 

 

However, the Gallagher formula locked in place the assessment rate for all other 
property classes. For commercial and agricultural property, this assessment rate is 
29%, but varies for oil and gas and producing mines as shown in Figure 2. 
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Figure 3 

Property Types and Assessment Rates 

 1999 Assessment Rate 2019 Assessment Rate 

Residential Rates 9.74% 7.15% 

Non-Residential Rates 

Vacant 29% 29% 

Commercial 29% 29% 

Industrial 29% 29% 

Agricultural 29% 29% 

Natural resources 29% 29% 

Producing mines 25% 25% 

Oil and gas 88% 88% 

State assessed 29% 29% 

 

Over time, fixed non-residential rates and a declining residential rate, has increased 
the ratio of commercial and agricultural property tax rates to residential property 
tax rates from 1.38:1 in the early 1980s to 4.06:1 today. 

At the same time, however, the non-residential sector – which includes retail, 
restaurants, hotels, office buildings and farmland – now represents a much smaller 
share of the state’s property values. In 1983, non-residential property represented 
46.8% of actual property values. In 2020, the non-residential share of actual 
property values has contracted by more than half to 20.46%. However, under the 
Gallagher formula, non-residential property classes are still required to pay roughly 
55% of all property tax revenues. 

By contrast, in 1983 the residential sector represented 53.2% of actual property 
values. In 2020, the residential share of actual property values stood at 79.54%, 
driven by both a growing population size and appreciating value of homes. 
However, under the Gallagher formula, the residential sector pays a significantly 
smaller share – 45% – of the state’s property tax revenues. 

The net effect of the Gallagher formula, therefore, has been to move the state’s 
property tax base away from the fastest growing sector (i.e. residential) towards 
the slowest growing sector (i.e. non-residential).  
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Figure 4 

 
Figure 5 

 

In the early 2000s, the Colorado Department of Local Affairs (DOLA) identified 
another significant trend: Major regional disparities in the impacts of the statewide 
Gallagher formula. For example, during the 2001 budget year, DOLA found that 
statewide property tax revenues increased 5.3% and yet more than 200 local 
taxing authorities faced significant revenue shortfalls. “This is over 20% of all 
property taxing jurisdictions, many of which are small, rural entities facing severe 
budget cuts, although their decline in revenue represented less than 1/10 of one 
percent loss in the overall property tax system,” the DOLA report concluded.iii 
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In 2018, a bipartisan study committee was convened to examine the Gallagher 
Amendment and its effect on homeowners, business owners, local governments and 
the state budget. The study committee also highlighted significant “regional 
disparities” that have resulted from the statewide Gallagher formula and significant 
appreciation in home values along Colorado’s I-25 corridor: 

The growth and home price appreciation in the housing markets along the Front Range 
largely drove the required statewide reduction in the residential assessment rate. 
Several local governments outside of the Front Range shared how assessed values 
declined in their districts even though home prices increased, resulting in local 
government budgetary pressures that required counties and special districts to reduce 
the services provided to cut costs.iv 

More recently, in July 2020, a staff report from the Legislative Council of the 
Colorado General Assembly echoed these findings:  

The impact of Gallagher has varied across different regions of the state. In some rural 
areas where property values have not increased as significantly, Gallagher has resulted 
in substantial reductions in the tax base.v 

Figure 6 

 

In addition to these long-term trends, recent research into the Gallagher 
Amendment has focused on how the application of the statewide formula may be 
affected by the economic fallout of the COVID-19 pandemic. In short, state officials 
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and analysts have concluded that the most likely outcome is significant reduction 
property tax revenues due to the different forces impacting residential and non-
residential property classes. 

According to DOLA’s Division of Property Taxation, the three largest classes of 
property in Colorado in terms of value are residential, commercial and oil and 
natural gas.vi In response to the COVID-19 recession, commercial and oil and gas 
property valuations are falling – but residential valuations continue to grow. 

Figure 7 

 
Source: Colorado Department of Local Affairs, Division of Property Taxation 

According to an analysis prepared for lawmakers, the Gallagher formula – which 
resets property tax assessment rates every two years – is expected to reduce the 
residential property tax assessment rate from 7.15% to 5.88% in 2021. According 
to the same analysis, this anticipated application of the Gallagher formula, and 
reduction in the residential assessment rate, would reduce school district and 
county property tax revenue by nearly $700 million, or an 8.5% reduction relative 
to previously anticipated level. Of the total reduction, an estimated $491 million 
would come from K-12 funding and the additional $204 million would come from 
county-level services.vii 

Residential Assessment 
Rate 

Impact on K-12 
Revenues 

Impact on County 
Revenues 

5.88% -$490.8 million -$203.8 million 
  

However, if Amendment B is approved by voters, the residential property tax 
assessment rate would remain unchanged at 7.15%. Meanwhile, the non-residential 
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property tax assessment rate would also remain where it has stood for almost four 
decades at 29%. 

Critics of the Gallagher Amendment argue that almost four decades of automatic 
cuts in the residential property tax assessment rate have created major funding 
shortfalls for essential services – especially in rural areas of the state – and are no 
longer sustainable. In 2018, for instance, State Representative Daneya Esgar, 
Pueblo, said “what I think people need to understand is this well-intentioned 
Gallagher Amendment is actually putting a chokehold on counties across 
Colorado.”viii 

Gallagher critics also argue that shifting the state’s property tax burden increasingly 
on businesses, farms, ranches and other non-residential property harms the 
competitiveness of the Colorado economy, and if the Gallagher formula remains in 
effect, this trend will significantly worsen. For example, in 2018, Logan County 
Commissioner Byron Pelton said the Gallagher formula “really puts a burden on the economic 
drivers in our community … You can’t be pro-economic development and also be pro-Gallagher.”ix 

However, some supporters of the Gallagher formula argue that the continued tax 
shift to non-residential property owners is justified. For example, former state 
House Speaker Dickie Lee Hullinghorst has said removing the Gallagher formula 
from the Colorado Constitution may “end up hurting the average property owner 
quite a bit, and business taxes are going to go down.”x  

Supporters of the Gallagher formula point out that homeowners will pay more in 
property taxes under the current 7.15% residential assessment rate than they 
would under a residential assessment rate of 5.88% – although this assumes local 
mill levies would not be subsequently raised in order to maintain municipal, county 
and school budgets. Some defenders of the Gallagher formula have further argued 
that keeping the existing residential assessment rate, rather than allowing another 
automatic reduction, amounts to a tax increase.  

What Are the Likely Impacts If Amendment B Passes? 
If Amendment B passes, the formula for determining annual property tax 
assessment rates for different classes of property would no longer exist. Instead of 
the use of the Gallagher formula contained with the constitutional Amendment, the 
current assessment rates across different property types would be frozen. This 
would have both short-term, and long-term impacts.  

A Frozen Residential Assessment Rate Would Stop a Revenue and 
Tax Cut Next Year, And Lead to Increased Revenue and Effective 
Taxes in Long-term 

Given the estimate for next year’s residential property assessment rate was 
projected to drop to 5.88%, fixing the current rate effectively means that against 
the current baseline, residential property owners will pay more next year than they 
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would under current law. For every $100,000 in residential property value, 
maintaining the residential assessment rate at 7.15% means that in a tax 
jurisdiction that levies 100 mills, the homeowner will pay $127 more in property 
taxes than if the assessment rate were at 5.88%.  

Figure 8 

Annual Property Tax Burden for Every $100,000 In Residential   
Property Value 

Assessment Rate 50 Mills 100 Mills 150 Mills 

7.15% $358 $715 $1,073 

5.88% $294 $588 $882 

 

In many ways, a fixed residential assessment rate, puts the state’s residential 
property tax structure exactly where it was prior to the passage of the Gallagher 
Amendment in the early 80s. While the rate is significantly lower than it was in the 
80s, falling from 21% to 7.15%, the annual amount that residential property 
owners pay in property taxes, will grow according to the growth rate in the value of 
their property, or home. And given the residential property values have far 
outpaced inflation, over-time, the rise in property taxes could likely grow as a share 
of income.  

Figure 8 below shows the current amount that individuals pay in property taxes, 
and how that would change in the future dependent upon the growth rate in the 
value of their property.  

Figure 9 

Property Tax Due for every $100,000 in residence property value at a 7.15% 
Assessment Rate 

 
Year of 
Repeal 1 5 10 

Mills 50 100 150 50 100 150 50 100 150 

Annual Growth 
Rate in Property 

Value 

2% $358 $715 $1,073 $387 $774 $1,161 $427 $854 $1,282 

5% $358 $715 $1,073 $435 $869 $1,304 $555 $1,109 $1,664 

8% $358 $715 $1,073 $486 $973 $1,459 $715 $1,429 $2,144 
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Non-Residential Assessment Rate Freezes at Higher Rate of 29% 

Over the years, as the share of residential property subject to taxation falls, many 
local communities have chosen to raise property tax rates through mill levy 
increases. For businesses, higher mill levies are not offset by a reduced assessment 
rate, which the Gallagher formula has held constant at 29% since the early 1980s. 
Business groups in Colorado argue this trend is harmful to the competitiveness of 
the state economy.  

In 2018, the Colorado chapter of the National Federation of Independent Business 
argued these “escalating property taxes” are “crushing some small businesses.” 
That is because, according to NFIB, “if business revenues can’t keep up with 
property tax liability, the increased value becomes a ball and chain.”xi   

Data compiled by the Lincoln Institute of Land Policy shows how this trend may 
impact the competitiveness of Colorado’s business climate. Each year, the Lincoln 
Institute compares the effective property tax rates of large and small cities across 
the country.xii In the institute’s 2020 analysis, three Colorado cities – Denver, 
Colorado Springs and Walsenburg – were included and all three have significantly 
higher effective property tax rates than New York, San Francisco, Washington, 
D.C., Los Angeles and Seattle.  

Figure 10 

 
Source: Lincoln Institute of Land Policy 

The magnitude of the difference between business property taxes in Colorado and 
some of the nation’s largest population centers may be surprising to many – 
especially in the case of Walsenburg, as small city just 50 miles south of Pueblo 
along I-25. But the underlying trend of rising business property taxes in Colorado is 
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both longstanding and widely recognized. For example, a 2001 report from DOLA 
observed the following: 

As the residential assessment rate is annually decreased … to maintain the 45/55% ratio 
in assessed value and property taxes paid, the relative burden of property tax is 
increasingly borne by properties in all other classes collectively. Therefore, although the 
actual value of all other classes is relatively less each year, they still have to pay the 
same 55% proportionate share of all property taxes paid. 

Therefore, the operation of Gallagher has not only limited tax increases to residential 
property owners, as was its intent, but has also resulted in an increased relative burden 
of property tax to non-residential classes.xiii 

Any Future Increase in the Assessment Rates Would Still be Subject 
to TABOR and Have to be Voted on by the People but the State 
Legislature Could More Easily Lower Rates or Expand the Non-
residential Property Base 

The constitutional amendment known as TABOR, requires that any tax rate increase 
in Colorado be first approved by the voters directly. Under the current Gallagher 
Amendment, any forced rate reduction by the state Legislature to the non-
residential property, would likely lead to a reduction in the residential assessment 
rate as the formula would require that the share of residential assessed property 
value remain nearly constant.  

However, if Amendment B passes, the repeal of the Gallagher formula would mean 
that lawmakers could elect to reduce either the non-residential or the residential 
assessment rate without concern for triggering some unintended response from the 
current formula. This observation does not suggest whether such a measure would 
be positive or negative, rather simply that it would seemingly be easier to 
accomplish than it is currently.   

What Are the Likely Impacts if Amendment B Fails? 
If Amendment B fails, then future impacts would be driven by current law. It is 
important for voters to understand that just because the law governing property 
taxes would remain unchanged, that doesn’t mean there would be no near-term or 
longer-term impacts.  

Current State Estimates Indicate the Residential Assessment Rate 
Will Need to Drop to 5.88% Next Year 

Due to the economic fallout from actions taken in the midst of COVID-19, 
commercial property value, particularly related to oil and gas, are expected to fall 
significantly. At the same time, residential property values have held steady and 
even grown in some areas. The resulting impact is that the according to an analysis 
prepared for lawmakers, the Gallagher formula, which resets property tax 
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assessment rates every two years, is expected to reduce the residential assessment 
rate from 7.15% to 5.88%.  

Despite steady, or even growing, residential property values, the lower assessment 
rate is expected to reduce local property tax revenue by $700 million. Of the total, 
$491 million is estimated to from K-12 education funding by and $204 million from 
funding for county services.xiv 

This significant reduction in taxes for residential property taxpayers also represents 
a significant cut in funding for certain government services. The sharp reduction in 
revenue for local government services because of a declining assessment rate has 
historically prompted several reactions. Two of the most significant reactions 
addressed in the following sections include; 

• An increase in general fund revenue contributed towards K-12 education in-
order to backfill against the declining local share. 

• An increase in local mill levies to offset the declining assessment rate.  

Increase in General Fund Dollars to Schools to Offset Reduction in Local 
Property Taxes 

If the residential assessment rate triggers cuts as predicted, the reduction in school 
district and local government revenue would be harder for state lawmakers to 
backfill due to severe budget limitation imposed by the COVID-19 recession. At the 
same time, any additional state funding would be distributed according to a school 
finance formula that has been shown to benefit wealthier school districts over 
poorer school districts, meaning extra state support may not go where it is needed 
most.  

Through modeling provided by the DOLA in early May, is possible to estimate the 
potential impacts on school district revenue as a result of the declining residential 
assessment rate.  With the current assessment rate of 7.15%, residential property 
tax revenue to local school districts grew by $741,498,178 or 15.04% in 2019. With 
the projected reduction in the assessment rate to 5.88% the annual growth in local 
school district revenue would have been $255,889,690 or 5.19%. Yet, while the 
property tax revenue collections would be positive across all school districts, the 
drop in the assessment rate would actually cause school district revenue across 26 
counties to see negative revenue growth, while others remain positive. Given the 
different growth rates in the underlying property values, counties including Mesa, 
Pitkin, Park and Alamosa would have experienced lower property tax revenue than 
in 2018. The large caveat here is that some districts may have the ability to raise 
mill levies to offset the drop in the assessment rate, however those impacts are 
discussed in the next section.  
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Figure 11 

Estimated Impact of 5.88% Residential Assessment Rate on Property Tax Revenue 
for Schools 

 

Counties Shown Had Positive Revenue Growth with a 7.15% Assessment and Negative Growth with a 
5.88% Assessment 

 

 
2019 School District Actual Property 

Tax Revenue by County - 7.15% 
Assessment Rate 

2019 School District Estimated 
Property Tax Revenue by County - 

5.88% Assessment Rate 
 

County 

2018 School 
District Property 
Tax Revenue by 

County 

2019 Actual 

@ 7.15% 

$ Change from 
2018 

% 
Change 
from 
2018 

2019 Estimate 
@ 5.88% 

$ Change from 
2018 

% 
Change 
from 
2018 

 

State 
Total $4,929,272,574 $5,670,771,652 $741,499,078 15% $5,185,162,26

4 $255,889,690 5%  

Alamosa $6,995,622 $7,175,575 $179,953 3% $6,800,697 -$194,925 -3%  

Boulder $403,095,330 $443,982,775 $40,887,445 10% $399,658,961 -$3,436,369 -1%  

Chaffee $14,817,657 $16,351,930 $1,534,273 10% $14,785,248 -$32,409 0%  

Clear 
Creek $8,422,615 $8,484,384 $61,769 1% $7,941,486 -$481,129 -6%  

Custer $2,895,426 $3,170,575 $275,149 10% $2,843,395 -$52,031 -2%  

Delta $8,286,186 $10,615,465 $2,329,279 28% $8,274,197 -$11,989 0%  

Douglas $290,786,971 $319,545,761 $28,758,790 10% $284,857,762 -$5,929,209 -2%  

Eagle $85,845,020 $90,270,279 $4,425,259 5% $79,579,103 -$6,265,917 -7%  

El Paso $401,774,603 $442,499,119 $40,724,516 10% $396,425,254 -$5,349,349 -1%  

Elbert $11,810,621 $13,387,992 $1,577,371 13% $11,650,243 -$160,378 -1%  

Fremont $16,618,894 $17,815,661 $1,196,767 7% $16,304,733 -$314,161 -2%  

Grand $14,539,873 $16,280,469 $1,740,596 12% $14,474,622 -$65,251 0%  

Jefferson $473,148,375 $513,082,924 $39,934,549 8% $457,346,421 -$15,801,954 -3%  

La Plata $40,046,651 $40,875,901 $829,250 2% $38,194,988 -$1,851,663 -5%  

Logan $11,609,186 $11,999,719 $390,533 3% $11,505,393 -$103,793 -1%  

Mesa $77,888,909 $84,537,028 $6,648,119 9% $77,237,683 -$651,226 -1%  

Moffat $12,729,716 $12,963,234 $233,518 2% $12,651,886 -$77,830 -1%  
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Otero $4,672,237 $4,730,030 $57,793 1% $4,530,551 -$141,686 -3%  

Ouray $4,673,682 $4,974,478 $300,796 6% $4,509,183 -$164,499 -4%  

Park $9,584,978 $10,155,066 $570,088 6% $9,075,440 -$509,538 -5%  

Pitkin $34,593,490 $37,833,815 $3,240,325 9% $33,234,021 -$1,359,469 -4%  

Rio 
Grande $7,620,453 $7,760,077 $139,624 2% $7,271,345 -$349,108 -5%  

Saguache $3,089,376 $3,165,053 $75,677 2% $2,953,491 -$135,885 -4%  

San Juan $626,867 $643,749 $16,882 3% $613,054 -$13,813 -2%  

San 
Miguel $10,800,547 $11,327,241 $526,694 5% $10,137,351 -$663,196 -6%  

Summit $38,789,205 $43,165,046 $4,375,841 11% $38,022,600 -$766,605 -2%  

 

Under Colorado’s School Finance Act, reduced property tax revenue at the local 
level for K-12 schools would increase the long-term demand for state education 
funding. However, as the Common Sense Institute has previously observed in the 
August 2019 report, “Dollars and Data: A Look at K-12 Education Funding in 
Colorado”, an overall statewide increase in K-12 spending does not guarantee that 
the school districts most in need will receive sufficient funding to backfill their 
losses. The existing school finance formula can, in some instances, send more state 
dollars to wealthier districts than poorer school districts, because the formula can 
overcompensate areas with higher costs of living.xv 

Further Increase the Tax Burden on Non-Residential Property 

While the non-residential assessment rates have effectively stayed constant since 
the 80s, when the residential assessment rate falls and local mill levy rates 
increase, non-residential property gets hit harder than residential. The table below 
shows this effect for every $100,000 in residential or commercial property value 
across increases of 10, 20 and 30 mills. It shows that for every 10 additional mills, 
residential property pays an additional $72 dollars compared to commercial which 
pays an additional $290.  
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Figure 12 

Increase in Property Taxes Due to Increase in Local Mills for 
$100,000 in Property Value 

 
Additional Mills 

 
10 20 30 

Residential Property $72 $143 $215 

Commercial Property $290 $580 $870 

 

While an increase in mill levy rates requires a vote of the people in many 
jurisdictions, a growing number of taxing jurisdictions already have approval to 
automatically raise mills in response to lost revenues under the Gallagher 
Amendment. While the exact number of jurisdictions with automatic mill levy 
increases has still to be determined, and requires further research, preliminary 
research suggests this practice is relatively widespread, with examples including the 
Arvada Fire Protection District,xvi the South Suburban Parks and Recreation District 
and the Telluride Hospital District.  

 These automatic increases are known as “floating” mill levies, and while they are 
designed to keep residential property taxes relatively stable, they also trigger 
significantly higher property tax increases on businesses and other non-residential 
property owners. For example: Under a residential assessment rate of 5.88% and a 
non-residential assessment rate of 29%, the impact of a mill levy increase will be 
almost 5 times greater for a business than for a homeowner. 

The Need for Longer-term Solution 
Discussion surrounding the desire to change the state’s current property tax system 
have been circling for just about as long as the Gallagher Amendment has been 
law. Whether Amendment B passes or fails, it is argued the state’s property tax 
formula will still be in need of overhaul.  

If Amendment B passes, it will mean that some local governments, primarily in 
more rural counties, will avoid the challenges of a declining residential assessment 
rate. Yet in the long-run, households will pay more in property taxes as their annual 
tax burden will be determined by the appreciation in the value of their home, as 
issue more acute in urban housing markets.  

If Amendment B fails, the anticipated drop in the statewide residential assessment 
rate, will save homeowners money, yet will exacerbate the existing trends brought 
on by the current property tax formula. The sharp decline in local property tax 
revenue will likely lead to further crowding out of general fund dollars to backfill K-
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12 education funding, and lead to a steadily increasing property tax burden on non-
residential properties.  

One important area of Colorado local property taxation that will remain 
unaddressed regardless of the outcome of Amendment B is the complex network of 
policy surrounding special districting. Special taxing districts exist to fund specific 
activities. They often form to raise taxes that are used to pay the debt on the new 
infrastructure for new developments, yet they lack a lot of the same reporting 
transparency of other taxing jurisdictions. Given they have become a larger share 
of property taxation, this is a crucial area for future reform efforts.  

All public policies inherently come with trade-offs. Developing the best system for 
taxing property throughout the State of Colorado is no different. Amendment B 
would both establish and avoid, several differing economic impacts important for 
Coloradans to consider. These tradeoffs should also clarify why a long-term solution 
will still be needed regardless the outcome in November.   
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