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9 TABOR Refund
: Local Government
9 Statutory Public Entity

This bill creates a state backfill for fire protection special districts that experience a
5 percent or greater reduction in 2019 residential property taxes. This bill increases
state General Fund expenditures and workload in FY 2019-20 only. This bill also
increases local government revenue and workload in FY 2019-20 only.

Appropriation
Summary:

For FY 2019-20 only, this bill requires an appropriation of $10.0 million to the
Department of Treasury and $17,713 to the Department of Local Affairs.

Fiscal Note
Status:

This fiscal note reflects the Alternatives to the Gallagher Amendment Interim Study
Committee bill draft.

Table 1
State Fiscal Impacts Under Bill 4

FY 2019-20 FY 2020-21

Revenue

Expenditures General Fund
Centrally Appropriated

up to $10.0 million
$3,471

-
-

Total up to $10.0 million -

Transfers - -

TABOR Refund - -
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Summary of Legislation

This bill creates a residential property tax revenue backfill for fire protection special districts that
experience at least a 5 percent reduction in residential property taxes in 2019. No later than
December 15, 2019, each of these special districts must determine their 2018 and 2019 residential
and adjusted residential property tax. The district must report its backfill amount to the Department
of Local Affairs (DOLA), Division of Local Government, if:

• the district's 2019 adjusted residential property tax decreased by 5 percent or more compared
against 2018 residential property taxes; and

• the district has not increased its mill levy from the 2018 property tax year.

The Division of Local Government must verify the calculations and report the backfill amount to the
State Treasurer by December 31, 2019. The State Treasurer is required to reimburse 95 percent
of the district's reduction in residential property taxes. Fire protection district backfill
reimbursements will be paid from the state General Fund.

Contingency Requirement. The district backfill calculation required by this bill does not need to
be made if, a statewide ballot measure to repeal the Gallagher Amendment in the constitution is
approved by the voters during the 2019 November election.

Background

Currently, there are 254 fire protection districts; however this number grows to 307 fire
district-related taxing authorities when subdistricts and bond-exclusion areas are included.

Projected RAR reduction. The backfill created by this bill is intended to help special districts that
experience property tax revenue reductions as a result of the anticipated 2019 reduction in the
residential assessment rate (RAR). The RAR is set in statute by the General Assembly every two
years to comply with the state constitution. Under current law, for 2017 and 2018 property tax
years, the RAR is set at 7.20 percent. Based on anticipated growth in residential and
nonresidential property values, the RAR is currently forecast to be 6.11 in 2019 and 2020 based
on the December 2017 Legislative Council Staff forecast. The actual 2019 and 2020 RAR will be
set by the General Assembly in the spring of 2019 after release of the Division of Property Taxation
residential rate study using data provided by county assessors.

Property tax timing. Property taxes are paid in arrears the year after they are levied. For 2018
property taxes, the county assessor will provide values to special districts in the fall. Special
districts will determine their budgets and set their mill levy using this information by December 2018
and the county treasurer will send out tax bills in January 2019. Property taxes levied in 2018, will
be paid in the first half of 2019 and are considered 2018 property taxes in this analysis.

Assumptions

To estimate 2018 and 2019 special district residential property tax revenue, aggregate special
district property tax revenue by county from the 2017 Division of Property Taxation annual report
was compared against Legislative Council Staff estimated 2018 and 2019 residential property value
increases. It is assumed that the change in 2018 and 2019 property values is consistent across
special districts within each county, therefore the backfill amounts shown in this analysis were
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calculated only in counties that are estimated to have a 5 percent or greater 2019 residential
property tax revenue reduction (see Figures 1). It is unknown how many of these districts will seek
and receive voter approval to increase their mill levy or how many already have voter approved
authority to increase their mill levy. To the extent that any such mill levy increase is authorized, the
impacts of the bill will be smaller than estimated in this analysis.

State Expenditures

For FY 2019-20 only, this bill increases state General Fund expenditures by up to $10.0 million to
reimburse 95 percent of the district's reduction in residential property taxes. These impacts are
shown in Tables 2 and 3 and discussed below. Additionally, Figure 1 shows fire protection backfill
amounts by county, these amounts represent the aggregate backfill amount for all fire protection
districts in the county.

Table 2
State Expenditures Under Bill 4

2018 Residential
Property Tax

Revenue

2019 Residential
Property Tax

Revenue

2019 Property
Tax Revenue

Reduction
2019 Backfill
Amount 95%

Fire Protection Districts $144,288,309 $133,779,842 $10,508,467 $9,983,044

Table 3
District Backfill Amounts Under Bill 4

Cost Components FY 2019-20 FY 2020-21

Department of Local Affairs -

Personal Services $17,523 -

Operating Expenses and Capital Outlay Costs $190 -

Centrally Appropriated Costs* $3,417 -

FTE – Personal Services 0.2 FTE -

Department of Local Affairs (Subtotal) $21,130 -

Department of Treasury -

Fire Protection District Backfill $9,983,044 -

Total $10,004,174 -

Total FTE 0.2 FTE -
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Fire Protection District Backfill. Assuming a 2019 reduction in the RAR from 7.20 percent to
6.11 percent, fire protection district residential property tax revenue is estimated to decrease from
$144.3 million in FY 2018-19 to $133.8 million in FY 2019-20 for a total reduction of $10.5 million
in counties with a 5 percent or greater estimated 2019 property tax reduction. Therefore, this bill
increases state General Fund expenditures by up to $10.0 million to backfill fire protection districts
for 95 percent of their 2019 residential property tax reduction.

Figure 1.
Fire Protection District Backfill By County

Legend: Estimated decrease in 2019 residential assessed value.
Dark gray = greater than 10 percent decrease.

Light gray = 5 to 9.99 percent decrease.
White = less than 5 percent decrease or an increase.

Department of Local Affairs. In FY 2019-20 only, this bill increases DOLA expenditures and
workload to verify the special district backfill calculations. It is estimated that verifying the fire
protection district backfill calculations will take appropriately 480 hours and require $17,713 for
0.2 FTE. These impacts are shown in Table 3.

Centrally appropriated costs. Pursuant to a Joint Budget Committee policy, certain costs
associated with this bill are addressed through the annual budget process and centrally
appropriated in the Long Bill or supplemental appropriations bills, rather than in this bill. These
costs, which include employee insurance and supplemental employee retirement payments, are
estimated to be $3,417 in FY 2019-20 only.
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Local Government

In FY 2019-20 only, this bill increases revenue for special districts that receive a residential
property tax revenue backfill. Special district workload is also increased to perform the backfill
calculation and to submit it to DOLA.

This bill also increases county assessor workload to separate residential property values from
non-residential property values and provide this information to fire protection special districts and
DOLA. However, because this information is already captured, this workload increase is
considered minimal.

Technical Note

Under this bill, special district backfill calculations are due to DOLA by December 15 and DOLA has
until December 31 to review the submitted calculations. Given that over 300 backfill calculations
could be submitted, this does not allow for sufficient time to review the submissions and work with
the special districts to correct the calculations should a discrepancy be found.

Effective Date

The bill takes effect August 2, 2019, if the General Assembly adjourns on May 3, 2019, as
scheduled, and no referendum petition is filed.

State Appropriations

For FY 2019-20, this bill requires the following appropriations.

C $9,983,044 to the Department of Treasury from the General Fund; and
C $17,713 and an allocation of 0.2 FTE to the Department of Local Affairs from the General Fund.

State and Local Government Contacts

Counties County Assessors Education
Fire Chiefs Local Affairs Property Tax Division
Special Districts Treasury

The revenue and expenditure impacts in this fiscal note represent changes from current law under the bill for each fiscal
year. For additional information about fiscal notes, please visit: leg.colorado.gov/fiscalnotes.




