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Colorado Instream Flow Tax Credit: Frequently Asked Questions
· What is an instream flow (“ISF”)?

An ISF is a certain amount of water (usually measured in cubic feet per second (c.f.s.) or acre-feet (a.f.)) that is kept in the river.  More specifically, an ISF is a non-consumptive, “in-channel” use of water made exclusively by the Colorado Water Conservation Board (“CWCB”) for “minimum flows” between specific points on a stream to preserve or improve the natural environment to a reasonable degree, and is administered within the State’s water right priority system.

· What can I do to improve ISFs in Colorado?

Owners of water rights in the State of Colorado may donate some or all of their water rights to the CWCB, the only entity in the state that can hold water rights in Colorado’s streams and lakes for the benefit of the environment.  

· What is an ISF tax credit?

Under legislation passed in 2009 (HB 09-1067), donors of ISFs are eligible for tax credits.  These are credits that may be used against Colorado state income taxes owed, with the balance, if any, refunded to the donor.
· Who may claim the tax credit?

Any Colorado taxpayer (including any individual, firm, corporation, partnership, limited liability company, joint venture, estate, trust, or group or combination acting as a unit) who is expressly granted the credit by the CWCB during the taxable year. 
· Is the donation permanent?

Yes, a donation of water right to the CWCB for use in the ISF program in return for tax credits is a permanent donation of the water right.

· If I have a conservation easement on my property, am I still eligible for an ISF tax credit?

Maybe.  The ISF tax credit is not available for a water right that is decreed for irrigation on land for which a conservation tax credit is or has been claimed, unless the water right is specifically excluded from the terms of the conservation easement.  
· Is the tax credit transferable?

No, this tax credit is not transferable.  It accrues only to the donor of the water right.
· Is the tax credit available every year?

No.  HB 1067 puts the tax credit program into hibernation in years when the state’s budget does not meet certain requirements.  
· What is the maximum credit amount I can receive for my donation?

Donors of ISFs may receive tax credits at up to 50% of the donation value.  The tax credit program is capped at $2,000,000 per year.  While there is thus a limit on the amount of the credit that the CWCB can grant, there is not a limit on the value of donations it can accept: as the credit can be granted for up to, but not necessarily, 50% of the donation value, there is theoretically no limitation on the value of donations CWCB accepts, assuming a donor is willing to take less than the value of the donated water.
· How do I know the value of my tax credit?
The CWCB will determine the value of your tax credit by considering several factors, including: (1) a qualified water rights appraisal submitted by the donor; (2) the seniority, historic consumptive use, and decreed use of the water right; (3) the location of the existing point of diversion of the water right; and (4) the extent to which aquatic habitat will benefit from the water right. 
· Are there requirements for the ISF donation to qualify?

The ISF donor must make a permanent donation of the ISF to the CWCB.  Prior to accepting the water right into its ISF program, the CWCB must first determine that the proposed donation will preserve the natural environment to a reasonable degree.
· For further information, please refer to our website at: www.coloradowatertrust.org/acquisitions/tax-credit. 
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