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Sometimes not having money to lavish on pet projects is a good thing as it forces legislators to deal with the nitty gritty aspects of the people’s business.  Unfortunately, the Republicans-against-Democrats thing still seems to be more important at this point in the session.    

Senate Bill 11-098, if passed and signed by the Governor, will phase out the tax on business personal property, much to the chagrin of assessors throughout Colorado.  The Fiscal Impact analysis is complicated on this one as can be expected of any tax related issue, and no, as Republicans are so prone to doing, the bill does not include any type of funding to replace the tax revenue schools would lose.  


Under current state law, “any business personal property with an actual cash value less than $5,500.00 is exempt from taxation.  Taxation begins the year after it is first used” (used first in 2011 appears on the tax rolls in 2012 and taxes are paid in 2013). 


SB 098 defines a “target growth” (12 percent) which kicks in “beginning with the first odd-numbered property tax year after a year in which the total statewide assessed value of business personal property increases by at least 12 percent.”  At that time, SB 098 “exempts from property tax an increasing percentage of all business personal property,” and “applies regardless of when the property was first purchased and put to use,” until full exemption is reached in year 17 (20 percent in years 1-4, increasing by 20% each four-year period till it reaches 100 percent in year 17 and thereafter).  


The impact on state and local revenue is significant and causes this writer to point out the righteous indignation of Republicans during the 2010 legislative session when Democrats pushed through “those tax bills.”  


The Fiscal Impact of SB 098 as introduced shows “business personal property represented slightly under $11.8 billion in statewide assessed value, or roughly 24 percent of all non-residential property assessed value,” or based on 2009 average county-wide mill levies, translated to approximately $823 million in local property taxes statewide.  


Even though there is some potential for the exemption to create additional economic activity, any increase would most likely be offset “to the degree that tax savings realized by businesses are spent outside of Colorado and to the degree that reduced spending by local governments reduces activity in their communities.”  


That is a rather minor detail to what SB 098 would have on school funding.  Any decrease in local property taxes that result from increasing the business personal property exemption will increase the state’s share of public school total program funding.  In Fiscal Year 2013-14, SB 098 would reduce school district property tax revenue by an estimated $52 million and by 2029, the decline would reach $260 million, – all to be replaced by state aid.  


According to the Fiscal Impact analysis, an “indirect impact potentially results from a drop in the Residential Assessment Rate (RAR).  Because a portion of business personal property will no longer be counted as nonresidential property in the RAR calculation, the RAR must decline in order to maintain the residential/nonresidential assessed value ratio required by the state constitution under the Gallagher Amendment.”  The analysis notes there would be no significant impact in 2013, but thereafter, at some point could result in a “reduced RAR and a corresponding reduction in residential property taxes.”    


SB 098 would require a distinction between real and personal property which is not the case currently.  “Typically, state assessed property is valued using the unitary valuation approach where the value of the whole economy is apportioned geographically depending on the company’s operations.”   


The impact on local governments would be determined by two factors:  1) whether or not local governments have received voter approval to retain property taxes above their constitutional limit and have collected an amount above this limit; and 2) if local government has received voter approval and imposed a specific mill levy to repay outstanding general obligation debt or to collect a specific amount of additional property tax revenue for school districts (known as the mill levy override).”  


The result of item 2) is “a reduction in assessed value from exempting new business personal property and potentially decreasing the RAR will result in higher mill levies being imposed on all real property owners in the jurisdiction, in order to repay the debt or generate the revenue authorized under the override.”  

Sponsors:  Senator Keith King, R-El Paso, 866-4880.  No sponsor as yet in the House of Representatives.  

Senate Bill 11-113 is most likely the result of all the recent hearings before the Colorado Public Utilities Commission (PUC) and Xcel’s out-of-control speculative costs such as those associated with its smart-grid experiment in Boulder.  


Xcel’s costs for its smart-grid experiment in Boulder escalated by three times the original estimate and reached such as extreme as to finally gain the attention of the PUC.  In a decision entered earlier this year, the PUC decided that Xcel could not pass the entire cost of the pricey smart-grid experiment on to consumers – a victory for consumers according to the Director of Colorado’s Office of Consumer Counsel.  


It’s almost a sure bet that if utilities are shown they cannot pass every penny of costs on to consumers, the costs of such experimental ideas will decline dramatically.  


SB 113 is meant to somewhat “rein in” the growing trend to go along with whatever utilities want to do so long as it has the label of “going greener.”  Not many rate payers will argue or find fault with recognition of the dire need to do something about the pollution from aging coal-fired power plants, but the solutions cannot continue with reckless disregard for the costs just because utilities are allowed to pass the costs on to retail customers.  


The bill has significant provisions that afford protection from requirements of previously passed legislation that has meant virtually all costs could be passed on to retail customers:

1 Provides a cap on “the amount which may be recovered from retail customers at 2 percent of the rate the customer was paying before enactment of SB 113;”

2 “Current law directs rate-regulated utilities to develop plans to reduce emissions from coal-fired power plants, and specifies the extent to which the costs of implementing these plans are recoverable by utilities;” and

3 “Prohibits the Colorado Public Utilities Commission from considering future regulations or the risk of future costs associated with greenhouse gas emissions when establishing utility rates.”  (Point-of-information:  This provision would prevent utilities from forcing prepayment of costs by retail customers.)  


The sad statement on the gung ho solutions that have been perpetuated on retail customers in furtherance of the New Energy Economy is what has been ignored for more than 20 or 30 years.  That technology is scrubbers being added to existing coal-fired power plants.  YES, it is expensive, but are new plants cheap?  The problem seems to be it is old technology and the zeal now is in the “new.”  Too many of those in the driver’s seat on this issue appear to be unaware that scrubbers could have had a tremendous impact on curbing the pollution inflicted on this Earth during the last 20 or 30 years, all the while, CREATING JOBS ALONG THE WAY!  There is never a mention of such technology in the discussions.  


The legislation SB 113 relates to includes:  

1 HB 08-1164 amended the Colorado Revised Statutes Section 40-2-123 to allow the PUC to, among other things, consider the likelihood of future regulation and the risk of higher future costs associated with greenhouse gas emissions; 

2 Amendment 34 established Section 40-2-124 of the Colorado Revised Statutes and created the original renewable portfolio standard for Colorado;  

3 HB 07-1281 expanded the standard to apply to Cooperative Electric Associations (CEAs) and Municipally-Owned Utilities (MOUs) with more than 40,000 customers;  

4 HB 10-1001 further raised the standards for Investor Owned Utilities (IOUs) but left intact the standard for Cooperative Electric Associations;  

5 HB 10-1365 established the Clean Air-Clean Jobs Act (Colorado Revised Statutes Section 40-3.2-201) which required that “all regulated utilities (IOUs) that own or operate coal-fired electric generating units submit to the PUC an emissions reduction plan for those units covering the lesser of 900 megawatts or 50 percent of the utility’s generating capacity.  The deadline imposed was December 15, 2010, and required that plans be fully implemented by December 31, 2017.  HB 1365 provided that after January 1, 2012, the PUC “may” approve interim rates that take effect within 60 days after a rate increase filing.  


As the reader can probably imagine, an estimate of just how much pollution could have been prevented during the last 20 or 30 years by the installation of scrubbers and the number of jobs not created has never been attempted and thus is unavailable.  Also left unaddressed is that costs 20 or 30 years ago were significantly less than today. 

Sponsors:  Senator Keith King, R-El Paso, 866-4880.  No sponsor as yet in the House of Representatives.   


The reader’s comments or questions are always welcome.  E-mail me at doris@dorisbeaver.com.  








Doris Beaver

