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Sales & Use Tax: Background  

73% of general purpose tax revenues (avg).  

– Most states over 50% from property tax. 

 

Statutory municipalities (mostly towns) are 

required to have DOR collect tax. State 

controls base, collection, auditing; shares 

back revenue. 



Sales & Use Tax: Background 
 

69 home rule municipalities “locally 
collect” tax.  

–  Municipality controls base, collection, 
auditing.   

 

• Over 90% of municipal sales tax 
collection in Colorado is by home rule 
locally collecting municipalities.   

 



Sales & Use Tax: Background 

“Local collection” routinely results in 
increased revenues, compared to state 
collection/administration/auditing, even 
when rates & base remains constant.  

– Accordingly, local collection is a major 
motivation for adopting home rule.      

 



Sales & Use Tax: Background 

 

Nationally, Colorado system 
unusual.  

–In most states, local sales taxes are 
“state collected, locally shared” by 
the state (as are statutory 
jurisdictions in Colorado). 



Sales & Use Tax: Background - 

Political 
• Multiple audits, 

• multiple points of remittance and licensing,  

• difficulty “sourcing” sales to the correct 

jurisdiction, and  

• base variations  

have generated constant controversy and 

political exposure.   

– A non-stop political management issue. 



Sales & Use Tax: Background - 

Political 
CML’s position: 

• Stay ahead of the issues. 

• Be proactive as to  all reasonable steps to 

simplify system. “Reasonable” = no or 

minimal revenue loss. 

• Develop and maintain open 

communication with business community; 

partner with them on simplification 

projects.   
 

 



Sales & Use Tax: Background - 

Political  

Lots of collaboration, over the years 

• Standard definitions of “food” (1986), 

“telecom service” (1991) 

• Standard definitions package (1992) 

• Address locator project (2004) 

• Standard exempt purchaser affidavit 

(2015) 

• Current definitions project 

 
 



Sales & Use Tax: Background - 

Political 
Recent activity at the Capitol: 

• 2013 - Complaints by Rep. Conti, others 

led to HB13-1288, directing DOR to look 

into uniform base for State & locals.   

– Had to be revenue neutral 

– CML supported 

• “1288 Report” concluded uniform base not 

practical; recommended uniform 

definitions 



Sales & Use Tax: Background - 

Political 
• 2014: Considerable activity on referred 

constitutional amendment re: uniform 

definitions and tax guidance. CML supported 

• Constitutional amendment proved very 

complex politically & substantively. Didn’t 

move forward.  

• Instead, General Assembly approved SJR14-

038 asking CML to reprise ‘92 Project, with 

improvements.  CML supported.  



Sales & Use Tax: Background - 

Political 
2015: “Simplify Colorado Taxes” ran late bill 

on appeal bonds & deposits.   

– Rep. Conti ran constitutional amendment at 

last minute.   

– Both died.  

– Tax appeal bill returning in 2016. 

– Arizona municipalities get hosed 

2016: Major attack on home rule tax system 

from Simplify Colorado Taxes expected 



Sales & Use Tax: Background - 

Legal 
Colorado Supreme Court has held sales tax 

essential to self-government, and in most 

respects a matter of “local & municipal 

concern”. Winslow v. Denver, 960 P.2d 685 

(Colo. 1998), and cases cited therein.   

– One exception: matters relating to tax 

appeals.  Walgreens v. Charnes, 819 P.2d 

1039 (Colo. 1992); MDC Holdings v. Town of 

Parker, 223 P.3d 710 (Colo. 2010) 



The Uniform Definitions Project 

 What is it? 

A major collaborative sales tax simplification 

initiative by CML and Colorado’s  home rule 

municipalities that locally collect their sales tax. 

What is the object? 

The objective of the project is to have all locally 

collecting municipalities agree to use the 

uniform definitions in their sales and use tax 

codes, and use uniform tax guidance to 

construe those definitions. A further object is to 

maintain this uniformity over time. 

 



The Uniform Definitions Project 
 

Why is this important? 

 

As discussed above, the sales tax system on 

which Colorado’s  locally collecting home rule 

municipalities rely is unarguably more 

complicated than the state collected-locally 

shared systems that merchants deal with in 

most other states.  



The Uniform Definitions Project 
 

Why is this important?  

 

When a multi-jurisdictional business also 

confronts definitions (or tax guidance) giving a 

term that affects their tax liability different 

meanings in different cities, an additional 

maddening level of complexity is added to an 

already challenging system. 

 



The Uniform Definitions Project 
Why is this important?  

• Because business collects this tax for us, and 

because our sales tax revenues are directly tied 

to how well our retail business community is 

faring, local government elected officials and 

staff have generally supported the idea that we 

should simplify our tax system as much as we 

can, without sacrificing revenue.  

• This “revenue neutral” tax simplification is good 

for business and good for our communities. 

 



The Uniform Definitions Project 
Much of the complexity of our system can be 

credibly defended.  

• For example, the General Assembly’s habit of 

diluting the State’s tax base by repeatedly 

giving tax breaks to special interests illustrates 

why locally collecting jurisdictions jealously 

guard their right to control their own tax base. 

• Similarly, the State’s field audit capability is 

plainly limited, as collection experience of 

municipalities going to local collection has 

illustrated.    

 



The Uniform Definitions Project 

In contrast, it is next to impossible to explain 

how it is essential that each city be able to 

give terms like “software” and “prescription 

drugs” their own peculiar meaning. 

 



The Uniform Definitions Project 
Why is this important?  

• As an obvious, hard-to-defend complexity in 

our system, we have a responsibility to 

address this issue.  

– Additionally, in SJR14-038, the General Assembly 

asked us to… 

– If we fail to address this obvious issue, those with 

an axe to grind about our system in general  

could address this issue through a constitutional 

amendment, a course fraught with major risks for 

municipalities. 

 



The Uniform Definitions Project 

Why is this important?  

 
In short, it’s the right thing to do, and if we don’t do it, we 

may well have it done for us (or to us, if you will). 

 

 



What is the process for 

developing Uniform Definitions & 

Guidance? 
• 23 member Steering Committee and 

subcommittees address some definitions 

• 8 meetings (at least 5 hours each) since 

December 2014 

• State, local (‘92 package) and SSTP definitions 

compared 

• Full Committee adoption  

• Legal Committee review 

• Business community review 

 

 



What standards are being 

applied to the Uniform 

Definitions? 
 

• Local businesses perceive no change in 

tax treatment 

• No significant loss or gain in local 

government revenue 

• No TABOR election required 

– Any revenue increase within Mesa County de 

minimis threshold 

 



What happens once the 

Package is complete? 
 

Home rule municipalities will be urged to 

adopt the definitions that fit their base. 

 

– Your municipality may not need to adopt every 

definition. 

– May require conforming amendments in 

exemption or base sections. 



The Uniform Definitions Project 

Does use of uniform definitions pave the 

way for further tax simplification? 

Absolutely. We hear a lot of complaints from 

multi-jurisdictional merchants about the 

requirement that they must remit to and obtain 

tax licenses from a variety of jurisdictions.  

Existing software allows a merchant to 

determine taxing jurisdictions in which a given 

sale or delivery address is located.  

Tax rates are being added to this software.  



The Uniform Definitions Project 
Does use of uniform definitions pave the way 

for further tax simplification? 

• Once uniform definitions are used, tax base information 

can be associated with a given address.  

• This will greatly aid electronic filing for multiple 

jurisdictions through a single site, traditionally the “Holy 

Grail” of tax simplification here in Colorado.  

• Many jurisdictions are already using electronic filing, so 

the transition to a single remitting site may not be as 

difficult as once assumed.  

• Also on the horizon is tax licensing for multiple 

jurisdictions through a single site. 

 



The Uniform Definitions Project 
What does the business community think 

of this project? 

They enthusiastically support it. CML has 

worked for many years on a variety of tax 

simplification projects, usually in cooperation 

with the Colorado Association of Commerce and 

Industry (CACI), the Colorado Retail Council 

and the Denver Metro Chamber of Commerce, 

as well as particular business sectors, such as 

the grocery, telecommunications and oil and gas 

industries.  



The Uniform Definitions Project 

What does the business community think 

of this project? 

The business community has been a consistent 

advocate for clarity and consistency in tax 

practices. Uniform definitions are right in line 

with that longstanding policy. Naturally, 

particular businesses will fret over the 

consequences of construction of this or that 

definition on their operation, but consistency is 

the broader business interest. 

 

 



The Uniform Definitions Project 

What about this Simplify Colorado Taxes 

group? 

While we have worked with most of the 

business community associations over the past 

20 years and more on tax simplification, there 

have always been those angry about the system 

who have declined to participate in these efforts, 

claiming they are too incremental, too slow or 

don’t address what they are upset about.  



The Uniform Definitions Project 

What about this Simplify Colorado Taxes 

group? 

These businesses make up the core of Simplify 

Colorado. It remains to be seen if they are 

pragmatic.   

 



Additional questions? 

  

 

Geoff Wilson gwilson@cml.org 

 

Rachel Allen rallen@cml.org 

   

  (303) 831-6411 or (866) 578-0936 (toll free) 
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