
The Tax Foundation is the world’s leading nonpartisan tax policy 501(c)(3) nonprofit.  
For over 80 years, our mission has remained the same: to improve lives through tax policies that lead to greater economic growth and opportunity. 

TAX FOUNDATION 1325 G STREET, NW, SUITE 950, WASHINGTON, DC 20005  
202-464-6200 | taxfoundation.org

Personal Property De Minimis  
Exemptions Slash Compliance Burdens 
at Trivial Cost

Jared Walczak Vice President of State Projects

December 2023

Key Findings

•	 Most states tax business personal property (machinery, equipment, fixtures, electronics, etc.), but of 
the 36 states that tax it, 10 states and the District of Columbia provide an exemption for small busi-
nesses with little tangible personal property.

•	 The vast majority of personal property tax revenue comes from a very small number of large business-
es and utilities.

•	 Complying with personal property taxes is onerous, as it requires documenting all assets—all the way 
down to cleaning supplies for the office kitchen—along with their acquisition price, acquisition date, 
and depreciation.

•	 Creating a threshold under which there is no liability or reporting requirement eliminates these compli-
ance burdens for the overwhelming majority of businesses at a trivial cost to the government.
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Introduction

All policy choices involve trade-offs—but occasionally, the ratio of costs and benefits is shockingly lopsid-
ed. Adopting a de minimis exemption for tangible personal property (TPP) taxes is just such a policy: one 
which massively reduces compliance and administrative burdens at trivial cost. Taxes on TPP (business 
machinery, equipment, fixtures, and supplies) are a small but still meaningful part of the property tax base 
in most states. However, the vast majority of revenue comes from extremely few businesses, while small 
and medium-sized businesses absorb substantial compliance costs—and local governments face sub-
stantial administrative burdens—to remit a few dollars in taxes.

Adopting an exemption for modest amounts of TPP costs governments extremely little, with substantial 
benefits to taxpayers and tax administrators. Unsurprisingly, such thresholds are catching on in red and 
blue states alike. Twenty-four states and the District of Columbia either broadly exempt TPP from taxation 
(14 states) or provide an exemption for small businesses with little tangible property (10 states and the 
District of Columbia).1 

1	 Kentucky, which has a $1,000 threshold, is not included in this count, as the threshold is so low as to be almost meaningless for businesses of any size, including 
most sole proprietorships. The state’s threshold is, however, included in the tables below.

State Tax Treatment of Business Personal Property (2024)

Note: MN, NJ, NM, NY, ND, and SD generally exempt personal property, but may tax 
centrally assessed property or other limited classes of personal property. KY has a 
$1,000 exemption, not included here because it is too small to meaningfully reduce 
compliance burdens for businesses.
Sources: State statutes; Tax Foundation research.
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Idaho recently exempted 90 percent of all businesses at a cost of about 1.1 percent of property tax collec-
tions. Indiana exempted at least 70 percent of businesses for less than 0.5 percent of property tax collec-
tions. The District of Columbia exempted 97 percent of businesses from TPP taxes by forgoing less than 
1 percent of its property tax revenue.2 And Colorado recently raised its threshold from $7,900 to $50,000—
exempting the majority of businesses—at a cost of less than one-sixth of one percent (0.15 percent) of 
property tax revenue.

In an ideal world, governments would not tax tangible personal property at all, as the tax lacks the justifi-
cations that undergird the taxation of real property (land and structures), and, unlike a tax on real estate, 
taxes on personal property are a direct levy on capital investment and impose significant compliance 
burdens. Some states are in a position to eliminate TPP taxes altogether, particularly if they generate very 
little revenue—as is often the case, as the share of revenue from personal property taxes has declined dra-
matically over the decades. Others may find it more difficult to repeal the tax, despite its economic short-
comings. But any state could adopt a de minimis exemption at very little cost, while dramatically reducing 
compliance burdens for the vast majority of the state’s businesses.

Table 1. Tangible Personal Property Tax as a 
Share of Property Tax Collections (Select Years)
Year Share

1860 42%

1890 26%

1932 19%

1937 16%

1956 16%

1971 13%

1986 10%

2021 5%

Notes: Figures for 1860 to 1986 are taken from John Mikesell, drawing upon Census 
of Governments data, and the research of Dick Netzer. The 2021 figure was calcu-
lated for this paper using data from the Lincoln Institute of Land Policy and the U.S. 
Census Bureau, supplemented by Tax Foundation research and analysis. 
Sources: John L. Mikesell, “Patterns of Exclusion of Personal Property from Ameri-
can Property Tax Systems,” Public Finance Quarterly 20:4 (October 1992): 528-542; 
Lincoln Institute of Land Policy, “Significant Features of the Property Tax,” https://https://
www.lincolninst.edu/research-data/data-toolkits/significant-features-property-taxwww.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax; 
U.S. Census Bureau, “Annual Survey of State and Local Government Finances” 2021, 
https://www.census.gov/programs-surveys/gov-financeshttps://www.census.gov/programs-surveys/gov-finances.html; Tax Foundation 
calculations.

Personal Property Tax Definitions and Compliance Burdens

Although they once applied to the property of individuals and businesses alike, tangible personal property 
taxes now fall almost exclusively on the moveable property of businesses, whether corporations, pass-
through entities, or sole proprietorships. One major exception, discussed later, is automobiles, which are 

2	 Unfortunately, businesses in Washington, D.C., do not obtain the benefit of saving on compliance costs, because they are still required to submit a tax return even 
if no tax payment is owed, suggesting an obvious avenue for reform.

https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax
https://www.census.gov/programs-surveys/gov-finances
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sometimes taxed—for businesses and individuals alike—as tangible personal property.

Just about anything possessed by a business other than real estate, intangibles, and intellectual property 
constitutes personal property. Maryland’s definition is typical: “The term ‘Personal Property’ specifically in-
cludes property owned by the business, leased by the business or used by business, even if that property 
is owned by another business or individual. ‘Personal property’ includes computers, phones, cell phones, 
furniture, draperies, inventory, equipment, tools, machines, books, artwork, supplies and fixtures.”3

Personal property is valued based on the initial acquisition price as well as the age of the asset, as such 
property is “depreciated” according to straight-line schedules published by each state with a TPP tax. De-
preciation is a measure of the “useful life” of a business asset, with the taxable value of the asset declin-
ing over time. For instance, an asset with a five-year life would be taxed at 100 percent of acquisition value 
initially, then 80 percent of acquisition value the next year, 60 percent the year after, and so on, until in the 
sixth year, it has no taxable value (though it may still need to be reported). Often, however, an asset is not 
permitted to depreciate below a particular threshold even after the end of its “useful life” according to the 
depreciation schedule.

Complying with tangible personal property taxes is needlessly complex. Consider the District of Columbia, 
which spares small businesses from tax liability but still requires all businesses to file accurate returns, 
even if their property is well under D.C.’s fairly generous $225,000 exemption. The District has seven cat-
egories of tangible property, each with a different depreciation schedule ranging from 2- to 15-year lives 
or no depreciation (100 percent of cost) at all. Identifying the correct depreciation schedule can be mad-
dening: electronic manufacturing equipment, for instance, has a 5-year life, while fabricated metal prod-
ucts equipment has an 8-year life, paper products equipment has a 10-year life, plating equipment has a 
15-year life, and certain qualified technological equipment gets special treatment. Since the 94 categories 
of tangible property provided are far from all-encompassing, the instructions booklet helpfully offers that 
“[d]epreciation rates for tangible personal property not listed in the Depreciation Guidelines in this booklet 
may be obtained by calling [the tax department’s number].”

Each business location with personal property must have its own schedule or set of schedules, and there 
are different schedules or sub-schedules for (1) reference materials; (2) furniture, fixtures, and machinery 
and equipment; (3) motor vehicles not registered in D.C.; (4) miscellaneous tangible personal property; 
and even (5) supplies. For tax purposes, businesses must report office supplies like stationary and enve-
lopes, or the office kitchen’s cleaning supplies and cutlery. Outdoor Christmas decorations are depreciated 
over five years, as are the business’s carpets, while paper products are reported at full cost, and desks, 
chairs, and cabinets depreciate at 10 percent per year. 

3	 Maryland Department of Assessments & Taxation, “Instructions for 2023 Form 1, Annual Report & Business Personal Property Tax Return,” 2023, https://dat.
maryland.gov/SDAT%20Forms/PPR_Forms/Form1_Instructions_2023.pdf.
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In D.C., assets cannot be depreciated in excess of 75 percent of their original cost, so even after the 
depreciable life of the asset, they continue to be assessed at 25 percent of acquisition cost—unless they 
constitute qualified technological equipment, which drops to 10 percent of original cost. Businesses must 
report the acquisition price and date, current (depreciated) value, and the disposition of any tangible per-
sonal property sold, donated, discarded, or traded. Leased property must also be accounted for, through a 
separate schedule.4

In Florida, which provides a $25,000 exemption, the Monroe County appraiser’s office answers several 
common questions on its website, which serve to illustrate how burdensome tax compliance is:

Who must file a personal property return?

Anyone in possession of assets on January 1 who has either a proprietorship, partnership, corpo-
ration or is a self-employed agent or contractor, must file each year. Property owners who lease, 
lend or rent property must also file a return. […]

What If I have no assets to report?

Even if you feel you have nothing to report, complete the return form, attach an explanation about 
why nothing was reported, and file it with the property appraiser’s office. Almost all businesses and 
rental units have some assets to report, even if it is only supplies, rented equipment, or household 
goods. […]

What if I have old equipment that has been fully depreciated and written off the books?

Whether fully depreciated in your accounting records or not, all property still in use or in your pos-
session should be reported.

Do I have to report assets that I lease, loan, rent, borrow or are provided as part of the rent?

Yes. There is an area on the return specifically for those assets. Even though the assets are as-
sessed to the owner, they must be listed for informational purposes.

Is there a minimum value that I do not have to report?

No. There is no minimum value. A personal property tax return must be filed on all assets by April 
1. However, if the resulting property taxes amount to less than $5.00, you will not receive a tax bill.5

4	 Office of the Chief Financial Officer, “FP-31 District of Columbia Personal Property Tax Instructions,” Government of the District of Columbia, Office of Tax and 
Revenue, 2022, https://mytax.dc.gov/WebFiles/Documents/2022%20FP-31%20Instructions.pdfhttps://mytax.dc.gov/WebFiles/Documents/2022%20FP-31%20Instructions.pdf. 

5	 Monroe County Property Appraiser Office, “Tangible Personal Property,” https://mcpafl.org/tangible-personal-property/https://mcpafl.org/tangible-personal-property/. Note that, despite this answer, Florida busi-
nesses do not need to file in subsequent years if their prior filing showed less than $25,000 in personal property and they have not since exceeded that threshold.

https://mytax.dc.gov/WebFiles/Documents/2022%20FP-31%20Instructions.pdf
https://mcpafl.org/tangible-personal-property/
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Worse, forms may vary from jurisdiction to jurisdiction. Twenty-seven states and the District of Columbia 
furnish a uniform tangible personal property declaration form that can be used across the state, though 
the form must still be filed with each jurisdiction separately. In other states with TPP taxes, firms must use 
locality-specific declaration forms and processes to calculate and remit their TPP tax liability.6

At some level, almost everyone recognizes that this is ridiculous. Businesses have to report on the acqui-
sition date and costs of their carpets, drapes, computers, and paper products, and even have to provide a 
cost figure that includes things like the dish soap in the office kitchen. (Unsurprisingly, compliance levels 
are notoriously scattershot, and tax agencies lack the resources or motivation to audit or enforce the tax 
consistently.) This is radically different than the real property tax, where an assessor establishes the tax-
able value of a parcel, and the taxpayer simply remits the amount indicated on their tax bill.

Existing TPP Tax Regimes

In 14 states, personal property is either fully exempted or only applies to very limited categories of (gen-
erally) centrally assessed property, like utility or railroad property. Another 10 states and the District of 
Columbia have adopted exemptions for businesses with only modest taxable assets. In most but not 
all cases, businesses under these exemption thresholds have no obligation to file tax returns. Requiring 
a business to go through the entire process of valuing and reporting personal property even when it is 
self-evidently well below the remittance threshold eliminates the compliance savings of the exemption, 
which is arguably more significant than the actual tax savings.

The share of property tax revenue generated from personal property varies widely from state to state, 
dependent on factors such as the state industry mix, differential assessment ratios on personal property 
or on business and commercial property more broadly, and the comparative value of residential property. 
Among TPP-taxing states for which data are available, personal property taxes are responsible for 0.9 to 
29.4 percent of property tax collections, with a median share of 6.4 percent. Nationally, we estimate that 
personal property taxes are responsible for 5.4 percent of property tax collections, or about 4.6 percent if 
one excludes car taxes which are included in some states’ personal property tax regimes.7 Naturally, full 
repeal of TPP taxes is more easily accomplished in states with limited local reliance on the tax, though 
even states with high reliance can find de minimis exemptions quite cost-effective.

6	 Garrett Watson, “States Should Continue to Reform Taxes on Tangible Personal Property,” Tax Foundation, Aug. 6, 2019, https://taxfoundation.org/research/all/https://taxfoundation.org/research/all/
federal/tangible-personal-property-tax/federal/tangible-personal-property-tax/. 

7	 Tax Foundation calculations using data from the Lincoln Institute of Land Policy and the U.S. Census Bureau.

https://taxfoundation.org/research/all/federal/tangible-personal-property-tax/
https://taxfoundation.org/research/all/federal/tangible-personal-property-tax/
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Table 3. Personal Property Taxes as a  
Percentage of Property Taxes and of All 
Taxes, Tax Year 2021

Percentage Share of

State Property Taxes All Taxes

Arkansas 21.8% 3.7%
California 4.8% 1.1%
Colorado 5.7% 1.9%
Connecticut 7.7% 2.7%
Delaware 0.0% 0.0%
Florida 7.2% 2.7%
Georgia 7.7% 2.3%
Illinois 0.0% 0.0%
Indiana 15.2% 3.4%
Kentucky 16.3% 3.4%
Louisiana 26.8% 5.5%
Maine 3.2% 1.3%
Maryland 3.3% 0.8%
Michigan 8.1% 2.7%
Mississippi 29.4% 8.0%
Missouri 18.3% 5.3%
Montana 7.5% 2.7%
Nebraska 5.2% 1.8%
Nevada 0.0% 0.0%
New Hampshire 0.0% 0.0%
New Jersey 0.0% 0.0%
New Mexico 0.0% 0.0%
New York 0.0% 0.0%
North Carolina 7.0% 1.6%
North Dakota 0.0% 0.0%
Ohio 0.0% 0.0%
Oklahoma 23.3% 4.8%
Oregon 2.7% 0.8%
Pennsylvania 0.0% 0.0%
Rhode Island 4.0% 1.5%
South Carolina 4.1% 1.3%
South Dakota 0.0% 0.0%
Tennessee 6.4% 1.4%
Texas 10.0% 4.6%
Utah 5.6% 1.2%
Vermont 1.1% 0.5%
Virginia 0.9% 0.3%
Washington 3.8% 1.1%
Wisconsin 1.7% 0.5%
Wyoming 1.7% 0.7%

Sources: U.S. Census Bureau, “Annual Survey of State and Local Government 
Finances” 2021, https://www.census.gov/programs-surveys/gov-finances.https://www.census.gov/programs-surveys/gov-finances.
htmlhtml; Lincoln Institute, “Significant Features of the Property Tax,” https://www.https://www.
lincolninst.edu/research-data/data-toolkits/significant-features-property-taxlincolninst.edu/research-data/data-toolkits/significant-features-property-tax; 
Tax Foundation research and analysis.

Table 2. States with TPP  
Tax Exemptions
State 2024 Exemption Level

Arizona $225,572 

Colorado $50,000 

Delaware No TPP Tax
District of 
Columbia $225,000 

Florida $25,000 

Georgia $7,500 

Hawaii No TPP Tax

Idaho $250,000 

Illinois No TPP Tax

Indiana $80,000 

Iowa No TPP Tax

Kentucky $1,000

Michigan $180,000 

Minnesota No General TPP Tax

Montana $1,000,000 

New Hampshire No TPP Tax

New Jersey No General TPP Tax

New Mexico No General TPP Tax

New York No General TPP Tax

North Dakota No General TPP Tax

Ohio No TPP Tax

Pennsylvania No TPP Tax

Rhode Island $50,000 

South Dakota No General TPP Tax

Utah $25,000 

Wisconsin No TPP Tax

Sources: State statutes; Tax Foundation research.
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Implications of Taxing Personal Property

Real property taxes—on land and buildings—are often justified as a benefits tax, where property is taxed 
roughly commensurately with the value of services received. Land is made more valuable by good roads, 
school systems, law enforcement, and emergency services. Real property is also immobile, such that tax-
es on real property introduce relatively few economic distortions.8

Personal property, by contrast, is more mobile: it can be located elsewhere, or sold if unproductive or 
unprofitable. And whereas there is a fixed supply of land (even though different uses can increase or 
decrease housing, production, etc.), levels as well as locations of capital investment may be influenced 
by personal property taxes. Local tax administrators can exercise only limited oversight over personal 
property, moreover: whereas mapping, zoning, and building permit systems provide local officials with a 
reasonable view of real property, governments lack similar insights into personal property, and rely instead 
on self-assessment, a characteristic which led one observer, more than 80 years ago, to term the TPP tax 
a “tax on honesty.”9

Tangible personal property taxes fall on business assets used to generate a return, which is reduced by 
the tax. On the margin, this decreases business investment, as it increases the investment return required 
for an asset to be profitable. The tax is levied without regard to a company’s profitability, and it is most 
burdensome on assets that generate low rates of return—those that tend to be most sensitive to taxation. 
Studies show that eliminating TPP taxes increases capital investment, with resultant improvements in 
labor productivity and employee wages.10

If businesses operate in a competitive multistate environment, they have limited ability to shift TPP tax 
costs to consumers in the form of higher prices. Instead, the tax’s costs will manifest in reduced invest-
ment, lower investment returns, and lower wages. In the cases of purely local competition (where, for 
practical or legal reasons, out-of-state firms cannot compete), more of the cost of the tax is likely to be 
borne by consumers.11

Only repeal of TPP taxes can yield these effects, not higher exemption thresholds, since the vast majority 
of taxable capital investment is above these thresholds. Adopting a de minimis exemption does very little 
to ameliorate the economic distortions imposed by the levy itself. But it goes a long way toward reducing 
another kind of distortion, in the form of high compliance costs for minimal revenue generation.

8	 For a general review, see John L. Mikesell, “Patterns of Exclusion of Personal Property from American Property Tax Systems,” Public Finance Quarterly 20:4 (Octo-
ber 1992): 528-542.

9	 Peter F. Palmer, “The Abolition of the Personal Property Tax,” The Bulletin of the National Tax Association 26:6 (March 1941): 179.
10	 See, e.g., Sian Mughan and Geoffrey Propheter, “Estimating the Manufacturing Employment Impact of Eliminating the Tangible Personal Property Tax: Evidence 

from Ohio,” Economic Development Quarterly 31:4 (Sep. 26, 2017).
11	 Thomas Hady, “The Incidence of the Personal Property Tax,” National Tax Journal, 15:4 (December 1962): 372-373.
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Case Studies in TPP De Minimis Exemptions

Eleven states have adopted TPP de minimis exemptions, with Rhode Island joining the list most recently, 
in 2023, while several other states simultaneously raised their exemption thresholds. Four brief case stud-
ies, from Colorado, Idaho, Indiana, and Utah, illustrate that meaningful exemptions are in reach for states 
across the country.

Colorado

In Colorado, personal property accounts for 11.7 percent of property tax-assessed value, significant-
ly higher than the national average. Nevertheless, a recent expansion of the exemption from $7,900 to 
$50,000 only cost $19 million, roughly 1.2 percent of personal property tax collections and 0.15 percent of 
all property tax collections.12 The state reimburses localities for the loss of revenue. This is partly due to 
the nature of Colorado’s personal property, the majority of which comes from oil and gas, railroads, mines, 
and other large industrial businesses, many of which are state-assessed. Although no recent breakdowns 
are available, in 2013, only 41 percent of tangible personal property value came from commercial, industri-
al, or agricultural businesses,13 and it is these businesses that benefit from the relief. 

Idaho

In Idaho, where personal property accounts for 7.01 percent of assessed value,14 lawmakers recently 
expanded the exemption from $100,000 to $250,000 at an estimated statewide cost of $8.1 million.15 The 
exemption of the first $100,000, beginning in 2015, was projected to eliminate filing obligations for 90 
percent of all businesses at a cost of $20 million.16

Idaho’s property tax effective rates were more than twice as high in 2015 as they are now (rates have 
declined as assessed values have skyrocketed), but the value of personal property—both exempt and still 
taxable—has also increased, albeit not in line with the spike in real property values. At current rates, and 
adjusting for subsequent increases in personal property, the initial $100,000 exemption forgoes about 
$12.0 million in revenue, while the additional $150,000 exempted in 2022 (bringing the total to $250,000) 
cost another $8.1 million. Idaho has taken all but the largest payers off the rolls at a cost of about $20 
million per year, representing about 12.2 percent of personal property tax—and 1.1 percent of all property 
tax—collections.

Indiana

Indiana exempts the first $80,000 of personal property from taxation, a policy that exempts over 70 
percent of all businesses from personal property tax liability at a cost of 4 percent of personal property 

12	 Colorado Legislative Council Staff, HB 21-1312 Final Fiscal Note, Aug. 24, 2021, https://leg.colorado.gov/sites/default/files/documents/2021A/bills/fn/2021a_https://leg.colorado.gov/sites/default/files/documents/2021A/bills/fn/2021a_
hb1312_f1.pdfhb1312_f1.pdf. 

13	 Natalie Mullis, “Memorandum: Business Personal Property Tax,” Colorado Legislative Council Staff, Sep. 10, 2014, https://leg.colorado.gov/sites/default/files/https://leg.colorado.gov/sites/default/files/
business_personal_property_tax_2014_ip_memo.pdfbusiness_personal_property_tax_2014_ip_memo.pdf. 

14	 Gary Houde, “2017 Analysis of Potential Full Exemption of Personal Property – Basis and Conditions of Analysis,” Feb. 22, 2018, https://tax.idaho.gov/wp-content/https://tax.idaho.gov/wp-content/
uploads/reports/EPB00733/EPB00733_04-09-2018.pdf. uploads/reports/EPB00733/EPB00733_04-09-2018.pdf. 

15	 Idaho Legislature, “Statement of Purpose/Fiscal Note, RS28965 / H0389,” May 3, 2021, https://legislature.idaho.gov/wp-content/uploads/sessioninfo/2021/legis-https://legislature.idaho.gov/wp-content/uploads/sessioninfo/2021/legis-
lation/H0389SOP.pdflation/H0389SOP.pdf. 

16	 Boise State Public Radio, “The Ultimate Guide to Idaho’s Personal Property Tax,” https://www.boisestatepublicradio.org/the-ultimate-guide-to-idahos-person-https://www.boisestatepublicradio.org/the-ultimate-guide-to-idahos-person-
al-property-tax.al-property-tax.

https://leg.colorado.gov/sites/default/files/documents/2021A/bills/fn/2021a_hb1312_f1.pdf
https://leg.colorado.gov/sites/default/files/documents/2021A/bills/fn/2021a_hb1312_f1.pdf
https://leg.colorado.gov/sites/default/files/business_personal_property_tax_2014_ip_memo.pdf
https://leg.colorado.gov/sites/default/files/business_personal_property_tax_2014_ip_memo.pdf
https://tax.idaho.gov/wp-content/uploads/reports/EPB00733/EPB00733_04-09-2018.pdf
https://tax.idaho.gov/wp-content/uploads/reports/EPB00733/EPB00733_04-09-2018.pdf
https://legislature.idaho.gov/wp-content/uploads/sessioninfo/2021/legislation/H0389SOP.pdf
https://legislature.idaho.gov/wp-content/uploads/sessioninfo/2021/legislation/H0389SOP.pdf
https://www.boisestatepublicradio.org/the-ultimate-guide-to-idahos-personal-property-tax
https://www.boisestatepublicradio.org/the-ultimate-guide-to-idahos-personal-property-tax
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tax collections and less than 0.5 percent of all property tax revenues. The exemption was implemented in 
three stages: first, at $20,000 beginning in 2016,17 second, at $40,000 under legislation enacted in 2019,18 
and, third, at $80,000 under 2021 legislation. Fiscal estimates were prepared for each proposal separate-
ly,19 but the state has never published an updated cumulative estimate. A Tax Foundation analysis finds 
that these policies, in aggregate, have eliminated 225,000 businesses (of 320,000) from the tax rolls at a 
cost of $39.6 million. Personal property taxes generate about $1 billion per year in Indiana, making $39.6 
million a trivial amount to exclude over 70 percent of all filers.20

In Indiana, property tax millages are calculated based on certified budgets, subject to revenue caps. This 
means that when some property is exempted, rates can increase—up to certain limits—on remaining 
taxable property. Consequently, some (but not all) of the decrease in personal property tax revenue was 
offset by a minuscule increase in taxes on other property, including personal property still on the rolls. For 
the purposes of our estimates, however, we report the larger value—the amount of revenue forgone from 
the exempt property, neglecting any offsets that defray those losses.

Exempting 225,500 businesses from the tax came at a revenue loss of less than $176 per business. The 
first $20,000 in exemptions provided the greatest bang for the buck, at about $105 per exempted busi-
ness. Notably, this is at the higher end of the range, as Indiana has an unusually high reliance on tangi-
ble personal property taxes, which comprise 15 percent of its property tax base, almost three times the 
national average.

Figure 4. Incremental Exemption of Indiana Businesses
Businesses Exempted Cost

Range Incremental Cumulative Incremental Cumulative

$0-20K 161,000 161,000 $16.9 million $16.9 million

$20-$40K 30,500 191,500 $4.7 million $21.6 million

$40-80K 34,000 225,500 $18.0 million $39.6 million

Source: Tax Foundation calculations based on annual financial reports and budget data published through 
Indiana Gateway, https://gateway.ifionline.org/https://gateway.ifionline.org/, multiple years, and extrapolations from data in fiscal notes 
for Senate Bills 1 (2014) and 233 (2019).

17	 Indiana S.B. 1 (2014).
18	 Indiana S.B. 233 (2019).
19	 Legislative Services Agency, Fiscal Impact Statement LS 7115, Indiana Office of Fiscal and Management Analysis, Mar. 19, 2014, https://iga.in.gov/pdf-docu-https://iga.in.gov/pdf-docu-

ments/118/2014/senate/bills/SB0001/fiscal-notes/SB0001.06.ENRS.FN001.pdfments/118/2014/senate/bills/SB0001/fiscal-notes/SB0001.06.ENRS.FN001.pdf; Id., Fiscal Impact Statement LS 6548, Apr. 24, 2019, https://iga.in.gov/pdf-docu-https://iga.in.gov/pdf-docu-
ments/121/2019/senate/bills/SB0233/fiscal-notes/SB0233.06.ENRH.FN001.pdfments/121/2019/senate/bills/SB0233/fiscal-notes/SB0233.06.ENRH.FN001.pdf. 

20	 This estimate is likely too low, as the total number of entities—320,000—includes nonprofits and local governments that could not be excluded by Tax Foundation 
analysis. A denominator that only included for-profit businesses—since they alone pay TPP taxes—would yield a figure substantially higher than 70 percent.

https://gateway.ifionline.org/
https://iga.in.gov/pdf-documents/118/2014/senate/bills/SB0001/fiscal-notes/SB0001.06.ENRS.FN001.pdf
https://iga.in.gov/pdf-documents/118/2014/senate/bills/SB0001/fiscal-notes/SB0001.06.ENRS.FN001.pdf
https://iga.in.gov/pdf-documents/121/2019/senate/bills/SB0233/fiscal-notes/SB0233.06.ENRH.FN001.pdf
https://iga.in.gov/pdf-documents/121/2019/senate/bills/SB0233/fiscal-notes/SB0233.06.ENRH.FN001.pdf
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Utah

In Utah, personal property roughly tracks national averages at 4.7 percent of assessed value and 5.5 
percent of tax revenue. When lawmakers recently raised the exemption by $10,000 (from $15,000 to 
$25,000—inflation adjusted, so $27,000 in 2023), the forgone revenue only totaled $2 million statewide.21 
This represents 0.8 percent of personal property tax collections and 0.04 percent of overall property tax 
collections, while removing an estimated 36,000 businesses from the tax rolls. An earlier exemption in-
crease, from $3,500 to $10,000, cost $1.9 million while taking 28,300 taxpayers off the rolls,22 and getting 
to the initial $3,500 exemption only cost an estimated $136,800.23

Design Considerations

Given the minimal costs of exempting TPP, some states have simply adopted the exemption without 
offsets, confident in localities’ ability to absorb an extremely minor loss of revenue—particularly against 
the backdrop of soaring property tax collections overall.24 Often, states have provided revenue offsets to 
affected localities.  

Crucially, businesses below the threshold must be freed from all filing requirements, and local government 
reimbursements must rely on estimates, not informational reporting. If business owners are required to 
catalog all assets and file a zero-dollar or informational return reporting the amount they would have owed 
absent the exemption, they receive none of the intended benefit of forgoing the tax’s high compliance 
costs. Of course, a business owner whose property might reasonably approach the exemption threshold 
will still need to run the numbers, but for many small businesses, whether their potentially taxable person-
al property is above or below a threshold like $100,000 will be immediately obvious.25

Most states do not require businesses to itemize personal property if their totals are under the exemption 
threshold. In some states, like Michigan and Utah, an application or declaration of exemption must be 
filed, either one time or annually, in lieu of a statement of personal property owned. In others, like Colorado 
and Indiana, it is not necessary to file anything at all. Somewhat more onerously, Florida requires busi-
nesses to file a complete statement of property their first year, but if the total is less than $25,000, then 
this filing is treated as an application for an exemption from filing in any future year that their personal 
property does not exceed the threshold. Conversely, Georgia and the District of Columbia require busi-
nesses to submit declaration schedules itemizing all potentially taxable personal property even if they are 
below the threshold, negating the compliance cost benefits of the exemption.

In the absence of informational returns, state officials cannot know exactly how much a locality has 
forgone due to the exemption. The most straightforward approach, taken by states like Colorado, is to 
simply inflation-adjust the amount collected on property below that threshold on the last year in which it 
was taxed. Alternatively, state officials might settle on some reasonable ratio of actual personal property 

21	 Utah Office of the Legislative Fiscal Analyst, Fiscal Note for S.B. 18 5th Sub., Feb. 27, 2021, https://le.utah.gov/lfa/fnotes/2021/SB0018S05.fn.pdfhttps://le.utah.gov/lfa/fnotes/2021/SB0018S05.fn.pdf. 
22	 Id., Fiscal Note for S.B. 235, Jan. 11, 2013, https://le.utah.gov/lfa/fnotes/2013/sb0035.fn.pdfhttps://le.utah.gov/lfa/fnotes/2013/sb0035.fn.pdf.
23	 Id., Fiscal note for H.B. 338 S02, Feb. 6, 2006, https://le.utah.gov/lfa/fnotes/2006/HB0338S02.fn.pdf.https://le.utah.gov/lfa/fnotes/2006/HB0338S02.fn.pdf.
24	 The trivial impact of a TPP de minimis exemption will continue; soaring property tax collections may not, as in time, the dramatic rise in the value of residential real 

estate will be at least partially offset—especially in major cities—by the softness of the commercial real estate market.
25	 Manufacturers and agricultural operations of almost any size are likely to exceed most exemption thresholds, but most small businesses have relatively few 

capital investments.

https://le.utah.gov/lfa/fnotes/2021/SB0018S05.fn.pdf
https://le.utah.gov/lfa/fnotes/2013/sb0035.fn.pdf
https://le.utah.gov/lfa/fnotes/2006/HB0338S02.fn.pdf
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tax collections above the threshold. For instance, if officials concluded that an exemption would reduce 
personal property tax collections by about 4 percent, then they could provide an ongoing transfer to local 
governments worth 4.167 percent of what they collect on the personal property still in the tax base. 

To preserve the value of the exemptions, lawmakers should also index them for inflation, ensuring that 
smaller businesses are not drawn back into tax compliance over time. Arizona, Colorado, and Utah cur-
rently incorporate automatic inflation adjustments. 

Conclusion
Exempting the personal property of small businesses is a highly economical way of reducing taxpayer 
compliance burdens. The time and resources spent itemizing office chairs and adding up the cost of pa-
per towels is a deadweight loss that hurts businesses without helping local governments, and the revenue 
generated from this exercise is too trivial to justify its imposition on businesses with minimal tax liability. 
Ideally, states should seek to eliminate this economically harmful tax altogether, but if they cannot imme-
diately tackle the anti-investment tax itself, at least they can wipe out the inefficiency of small business 
compliance burdens.

Table 5. TPP De Minimis Exemption Statutory Citations
Arizona A.R.S. § 42-11127

Colorado C.R.S. 39-3-119.5

District of Columbia DC § 47–1522

Florida F.S.A. § 196.183

Georgia Ga. Code Ann., § 48-5-42.1

Idaho I.C. § 63-602KK

Indiana IC 6-1.1-3-7.2

Kentucky KRS § 132.220

Michigan MCL 211.9o

Montana MCA 15-6-138

Rhode Island Gen.Laws 1956, § 44-5.3-1

Utah U.C.A. 1953 § 59-2-1115


