
State and Local Tax Credit Implications for Coloradans 
(Information provided by the Land Trust Alliance, the Division of Conservation  

and Keep It Colorado) 
 
In June 2019, the IRS issued a final regulation regarding contributions in exchange for State and 
Local Tax credits. The regulation is intended to prevent states from bypassing a cap on the 
federal deduction for state and local taxes that was included in the tax bill signed into law in 
December 2017. However, it also impacts other tax credits, including those for conservation. It 
will erode state tax incentives for landowners who donate land or conservation easements to 
land trusts. 
 
Under the regulation, a donor who takes a federal tax deduction for the value of the gift and 
also receives a state tax credit now has to reduce their federal tax deduction by the amount of 
the state credit. The impact of the regulation will vary depending on the state or local tax 
credit.  
 
In Colorado, there were 25 tax credit applications for easements recorded between August of 
2018 and June of 2019. The potential for pre-SALT federal income tax deductions from those 
easement donations is $24,080,024.  The aggregated amount of state tax credits applied for is 
$12,645,701. Post-SALT, the aggregate potential for federal income tax deductions is cut nearly 
in half because donors are now required to deduct their state credit from their federal 
deduction. Taken on an individual level, some donors may receive little to no federal deduction.  
 
The obvious fear is that these regulations will slow if not halt conservation easement deals 
around the state. While Keep It Colorado is working with partners and legislators on a solution, 
a change in the IRS regulation is not on the horizon and a federal legislative fix will be difficult 
and take time.  
 
In 2019, Keep It Colorado initially proposed increasing the tax credit to 90% of the donation 
value in HB19-1264. Due to the movement of the bill and timing during session, Keep It 
Colorado voluntarily removed this provision for fear that the fiscal note attached would cause 
confusion and dissuade support. Based on feedback and interest from members of the 
Alternative Valuation Issue Team, the group has discussed recommending future legislation to 
make the increase a reality. Questions have come up as to whether 90% is the correct right 
increase. One important note to make is that if the state tax credit was increase to 90%, the 
state credit could offset the loss of the federal deduction for donors.  
 
Keep It Colorado is participating on a policy working group coordinated by the Land Trust 
Alliance to advocate for a legislative fix to the SALT implications. Members will be asked to 
mobilize when more information is available. In the meantime, the 1264 Working Group and 
Alternative Valuation Issue Team may want to discuss whether an increase in the credit is an 
appropriate measure for the community and a potential local solution to the SALT challenge.  


