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FYI – For Your Information

Colorado Department
of Revenue
Taxpayer Service Division
1375 Sherman St.
Denver, Colorado 80261

Sales Tax: (303) 232-2416
Withholding Tax: (303) 232-2416
Income Tax: (303) 232-2446
Severance Tax: (303) 232-2446
Fuel Tax: (303) 205-5967

INCOME TAX

The statutory state income tax rate for resident individuals, estates and trusts is 4.75
percent of Colorado taxable income. To find the Colorado taxable income, use the
following computation:

General Information About Colorado State
Taxes

TAXPAYER SERVICE DIVISION

Allowable credits include taxes paid to other states; earned income credit and a child
care/child tax credit for full-year and part-year residents. For further information, see
FYI Income 17 “Colorado Tax Credit For Income Tax Paid to Another State”, FYI Income
27 “Earned Income Credit” and FYI Income 33 “Colorado Child Care/Child Tax Credit.”

Colorado exempts the first $20,000 of annual pension income from individual income tax
for retired individuals aged 55 and older, and for widowed spouses and orphans receiv-
ing the pension as the result of the death of the individual who earned the pension. For
further information, see FYI Income 25 “Colorado Pension Exclusion.”

The Colorado corporation income tax applies to net income derived from Colorado
sources. The tax rate is 4.75 percent.

SALES AND USE TAX

The state imposes a sales and use tax of three percent. Additionally, many cities and counties
impose their own local sales/use tax on purchases and transactions within their boundaries.
The Colorado Department of Revenue, in addition to collecting state sales and use tax,
collects sales tax on behalf of more than 175 cities and counties. These jurisdictions are

Federal Taxable Income
PLUS (+) Any state income tax included in federal itemized deductions
PLUS (+) Non-Colorado state & municipal bond interest
PLUS (+) Lump sum distributions from pension or profit-sharing plan not included

in federal taxable income
MINUS (–) State income tax refunds included in federal taxable income
MINUS (–) Interest on obligations of the United States
MINUS (–) Previously taxed PERA or School District #1 benefits
MINUS (–) Pension exclusion of up to $20,000 if age 55 or older

EQUALS (=) Colorado Taxable Income

MINUS (–)  Colorado Source Capital Gain
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referred to as “state collected.” All Colorado
counties that impose sales tax are state
collected.

Cities which have enacted a “home rule”
charter, and which have elected to adminis-
ter their own local sales and use taxes, are
referred to as “self-collected” or “self-ad-
ministered.” Self-administered jurisdictions
have the right to establish their own regula-
tions regarding those goods and services
upon which to impose their local sales and
use taxes, and must be contacted directly for
that information.

For information on local sales/use tax rates,
see ”Colorado Sales/Use Tax Rates“ (DRP
1002). This DOR publication is updated
each January and July.

For  state-collected  jurisdictions, most goods
are subject to sales tax, and most services
are not. However, exempt services must be
billed separately to keep their nontaxable
status. For example, if you call a plumber to
your house to fix a leaking sink, the parts
the plumber uses in the repair are taxable,
but his labor is not. However, if the plumber
bills you in a lump sum, where parts and
labor are not listed separately on the bill,
the entire amount is taxable.

State-collected local jurisdictions must
abide by state rules regarding which goods
and services are subject to sales and use tax
and which are not. Goods exempt by law
from state and state-collected local sales
taxes include, but are not limited to, pre-
scription drugs, insulin and insulin sup-
plies; prosthetic and medical supplies pre-
scribed by a doctor. In addition, some items
are exempt from state sales and use tax, but
may be subject to city and county sales
taxes, at the option of the local jurisdiction.
These include among others food for home
consumption, and electricity, gas and fuel
oil for residential use.

For more detailed information on state-collected
local taxes, see FYI Sales 62 “Guidelines For
Determining When to Collect State-Collected
Local Sales Tax.”

RTD/CD/BD SALES AND USE TAX

Most of the Denver metropolitan area lies
within a special tax district. It is actually
three separate tax districts with identical
boundaries. The authorities and sales/use
tax rates are: Regional Transportation
District (RTD), 0.6 percent; Scientific and
Cultural Facilities District (CD), 0.1
percent; and Metropolitan Baseball
Stadium District (BD), 0.1 percent. The
total sales/use tax collected for this
combined district is 0.8 percent. RTD/CD/
BD tax is imposed on all transactions that
are subject to state sales and use tax.
Exception: RTD/CD/BD tax is imposed
upon machinery and machine tools even
when those items are exempt from state
sales tax.

Revenues from the RTD tax help finance
the Denver metro area public transporta-
tion system. Proceeds from the CD tax
are distributed to counties within the
district for museums, zoos, the arts and
other cultural programs. BD tax revenues
help finance the building of a major
league baseball stadium in Denver. The
BD tax is to be in effect no longer than 20
years.

The boundaries of the RTD/CD/BD
include the counties of Denver, Boulder,
Jefferson, Adams (west of Box Elder
Creek), Arapahoe (south of I-70, west of
Picadilly Rd. to Jewell, then west of Gun
Club Rd. to Quincy, then generally west
of Monaghan Rd., including Arapahoe
Park and Arapahoe Reservoir), and
Douglas (northeast portion plus High-
lands Ranch area).

ENTERPRISE ZONES

An enterprise zone is defined as an
economically distressed area of Colorado
in which special tax incentives are offered
to businesses that locate or expand in the
zone. The purpose of the tax incentives is
to create new jobs and investments in the
zone. Sixteen areas of Colorado have been
designated as enterprise zones. There are
seven possible income tax credits avail-
able, and two sales and use tax exemp-
tions. For further information, see FYI
General 6 “General Information About
Colorado Enterprise Zones.”  There are
seven additional FYIs explaining each of
the available tax incentives.
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ALCOHOL BEVERAGE TAXES

The tax rate for beer is 8 cents per gallon;
for vinous liquors (wine), 7.33 cents per
liter; and for spirituous liquors, 60.26
cents per liter.  Hard cider made from
apples or pears is taxed at the rate of 8
cents per gallon and otherwise taxed as a
vinous liquor unless expressly excepted.
Other ciders continue to be taxed the
same as vinous liquors.

The Wine Industry Development Act of
1990 was enacted to promote and develop
the Colorado wine industry through
funding from three surcharges:

• Vinous Surcharge of 1 cent per liter on
all vinous liquors sold, offered for sale,
or used in this state

• Colorado Winery Surcharge, an annual
graduated rate (5 cents, 3 cents and 1
cent) per liter on vinous liquors pro-
duced by Colorado licensed wineries
and sold, offered for sale, or used in
this state.

• Grape Tax of $10 per ton of grapes of
the vinifera varieties or other produce
used in the production of wine in this
state by a licensed Colorado winery.

For further information, see FYI Excise
12 “Colorado Alcoholic Beverage Whole-
salers and Manufacturers - General
Information.”

CIGARETTE TAX AND TOBACCO
PRODUCTS TAX

The cigarette tax rate is 1 cent per cigarette.
There is also a tax on other tobacco products
of 20 percent of the manufacturer’s list price.
The cigarette and tobacco products tax is
paid by the distributor, and is included as
part of the retail price paid by the consumer.
The consumer pays no sales tax on ciga-
rettes. For further information, see FYI
Excise 13 “Cigarette and Tobacco Products
Distributors - General Information.”

ESTATE, INHERITANCE AND GIFT
TAXES

Colorado estate tax replaced the inherit-
ance tax for decedents who died on or after
Jan. 1, 1980. A Colorado Estate Tax Return
(DR 1210) must be filed if a United States

Estate (and Generation-Skipping Transfer)
Tax Return (federal form 706, or 706NA for
a nonresident alien decedent) is required to
be filed. For information on federal filing
requirements, call the Internal Revenue
Service at (303) 825-7041 or (800) 424-1040
toll free. The Colorado estate tax is the state
death tax credit allowable on the federal
return, but adjustments may be made if one
or more additional states are involved. For
further information, see FYI Estate 1 “Colo-
rado Estate Tax.”

Colorado has no gift tax on transfers of
property by gifts, if the transfers occurred
on or after Jan. 1, 1980.

PASSENGER MILE TAXES

The tax rate on gasoline, gasohol and
MTBE is 22 cents per gallon.  The tax rate
on special fuel is 20 1/2 cents per gallon.

Colorado imposes a fuel user tax for
vehicles that weigh more than 26,000
pounds (gross vehicle weight) and meet
the definition of qualified vehicle. If you
have a qualified motor vehicle that is
operated on public highways, you may be
required to report and pay special fuel
user tax directly to Colorado. For further
information see FYI Excise 8, “Interna-
tional Fuel Tax Agreement.”

Additionally, Colorado law requires the
payment of the passenger-mile tax when
vehicles with a passenger carrying capac-
ity of 15 or more are operated for the
transportation of passengers for compen-
sation.  The tax is one mill for each
passenger transported for a distance of
one mile. The passenger-mile tax does not
apply to passenger service rendered
within the boundaries of a city, city and
county, or incorporated town by a com-
pany engaged in the mass transportation
of persons by buses.

Any vehicle subject to the passenger-mile
tax and that makes more than two trips
per month in Colorado must have a valid
Colorado Passenger Mile license at all
times.  For further information, see FYI
Excise 14, “Passenger Mile Tax.”
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Adult driver licenses are issued to persons
who are at least 21 years of age and must be
renewed every five years.  Commercial
driver licenses must be renewed every four
years.  For additional Colorado driver license
information, including licenses for minors
and license fees, call (303) 205-5613.

Motor Vehicle Registration

If you are a resident of Colorado and own or
control the use of a motor vehicle in Colo-
rado, you must title and register it in
Colorado.  A vehicle must be titled and
registered within 45 days of the date of
purchase.  New residents must title and
register their vehicles within 30 days of
establishing residency. Applications for titles
and regular license plates are processed at
the county motor vehicle office in the county
where you reside.  Check the blue pages of a
local telephone directory under the Colorado
county listing for the office in your county.

License, ownership tax and other fees that
you will pay when you title and register a
vehicle depend on several factors including
its vehicle type, weight,  year of manufac-
ture, and original taxable value.

Motor vehicle insurance is required in
Colorado.

Property Tax Information

Property taxes are administered by the
counties through the Colorado Department
of Local Affairs.  If you have questions about
your property taxes, check the county listing
in the blue pages of a local telephone book
for the Colorado county property tax office
that applies to you or contact the Depart-
ment of Local Affairs, Property Tax Division
at (303) 866-2371.

FURTHER INFORMATION

Single FYIs are free from the Taxpayer
Service Division. They may be obtained at
any statewide taxpayer service center; by
writing to the Colorado Department of
Revenue, 1375 Sherman St., Denver, CO
80261; or by calling the DOR Forms Hotline
at (303) 232-2414. Please use the FYI
number (General 1, Sales 9, etc.,) when
ordering FYI publications.   FYIs and
commonly used forms are available on the
Web  at www.revenue.state.co.us

A motor carrier or passenger bus that
operates in more than two states may be
required to license under the terms of the
International Fuel Tax Agreement for the
reporting and payment of fuel user tax.
For further information, order FYI Excise
8, “International Fuel Tax Agreement
(IFTA).”

SEVERANCE TAXES

Colorado imposes severance taxes on oil,
CO2 and gas, metallic minerals, molybde-
num, oil shale and coal.

LOCAL TAXES

In addition to state taxes listed in this FYI,
some counties, cities and special districts
impose sales and use, lodging, and/or  other
taxes.

For information on contacting city and
county tax offices, see “Colorado Sales/Use
Tax Rates” (DRP 1002).

OTHER FEES AND TAXES

Driver Licenses

If you are a Colorado resident who operates a
motor vehicle or motorcycle on public streets
and highways in Colorado, you must have a
valid driver license.  A resident is defined as
a citizen who has lived in Colorado for 90
continuous days; or upon becoming em-
ployed, whichever occurs first.

Driver licenses, instruction  permits and
Colorado identification cards can be obtained
at more than 96 locations throughout the
state.  To apply for a license, instruction
permit or duplicate, you must:

1. Submit a certified copy of your state-
issued birth certificate or a previous
license or previous permit or other
document(s) acceptable to the Department
of Revenue that provides proof of age and
current identity.

2. Supply a Colorado address.

3. Pass all required examinations (written,
physical, vision and road test) unless
applying for a duplicate license.

4. Pay the required fee.

5. Be fingerprinted and photographed.


