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To Members of t h e  For ty - s ix th  Colorado General  Assembly: 

In  accordance wi th  t h e  d i r e c t i v e s  of House J o i n t  
Resolut ion No. 1024, 1965 r e g u l a r  s e s s i o n ,  t h e  L e g i s l a t i v e  
Counci l  submits t h e  accompanying r e p o r t  and recommenda- 
t i o n s  prepared by i t s  Committee on Tax Exempt P r o p e r t  
concerning c l a r i f i c a t i o n s  o r  changes i n  t h e  c o n s t i t u t  on X 

and s t a t u t e s  r e l a t i n g  t o  p rope r ty  t a x  exemptions. 

-The r e p o r t  and recommendations of t h e  committee ap-
pointed t o  c a r r y  o u t  t h e  s tudy  were approved by t h e  Council  
a t  i t s  rneetin on November 28, 1966, f o r  t r ansmis s ion  t o  
t h e  members o  9 t h e  For ty - s ix th  General  Assembly. 

Respec t fu l ly  submit ted,  

/s/ 	 Sena to r  Floyd O l i v e r  
Cha irman 
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November 29, 1966 

Sena tor  Floyd Ol ive r ,  Chairman 
Colorado L e g i s l a t i v e  Council  
Room 341, S t a t e  C a p i t o l  
Denver, Colorado 

Dear 	M r .  Chairman: 

Your committee appointed t o  c a r r y  o u t  t h e  s t u d i e s  
reques ted  by House J o i n t  Resolu t ion  No. 1024, 1965 tegu- 
l a r  s e s s i o n ,  r e l a t i n g  t o  t a x  exempt p r o p e r t i e s ,  submits 
herewith  i t s  f i n a l  r e p o r t  and recommendations. 

House J o i n t  Resolu t ion  No. 1024, 1965 r e g u l a r  aes-
s ion ,  s p e c i f i c a l l y  d i r e c t e d  t h e  committee t o  review 
p o s s i b l e  c l a r i f i c a t i o n  o r  changes i n  t h e  c o n s t i t u t i o n  and 
s t a t u t e s  r e l a t i n g  t o  t a x  exempt proper ty ;  needed improve- 
ment i n  t h e  a d m i n i s t r a t i o n  of t h e  s t a t u t e s ;  and r e v i s i o n  
of t h e  system of  keeping p u b l i c  r eco rds  on exemptions 
h e r e t o f o r e  g ran ted ,  a s  w e l l  a s  c u r r e n t  exemptions. The 
committee devoted t h i s  t ime t o  a review of exemptions on 
publ ic  proper ty  and p r i v a t e  educa t iona l ,  r e l i g i o u s ,  and 
c h a r i t a b l e  p r o p e r t i e s .  

Respec t fu l ly  submit ted,  

/s/ 	 Sena to r  Ruth Stockton 
Chairman, Committee on Tax 
Exempt P rope r ty  



FOREWORD 


Pursuant  t o  t h e  d i r e c t i v e s  of House J o i n t  Resolut ion No. 
1Q24, 1965 r e g u l a r  s e s s i o n ,  t h e  L e g i s l a t i v e  Council  appointed t h e  
fo l lowing  committee t o  conduct t h e  s tudy  of t a x  exempt proper ty  
i n  Colorado: 

Sen. Ruth Stockton,  Chairman Rep. Joseph V. Ca labrese  
Rep. Harold Adcock, Vice Chairman Rep. James LaHaye 
Sen. John Bermingham Rep. Hiram A .  McNeil 
Sen. Fay DeBerard Rep. Robert Schafer  

The r e s o l u t i o n  s p e c i f i c a l l y  d i r e c t e d  t h e  committee t o  r e -
view p o s s i b l e  c l a r i f i c a t i o n  o r  changes i n  t h e  c o n s t i t u t i o n  and 
s t a t u t e s  r e l a t i n g  t o  t a x  exempt proper ty ;  needed improvement i n  
t h e  a d m i n i s t r a t i o n  of t h e  s t a t u t e s ;  and r e v i s i o n  of t h e  system of  
keeping pub l i c  r e c o r d s  on exemptions h e r e t o f o r e  r an ted ,  a s  w e l l  
a s  c u r r e n t  exemptions. The committee e s t a b l i s h e  8 two phases f o r  
t h e  s tudy.  The f i r s t  phase, t h e  1965 i n t e r i m  s tudy ,  was devoted 
t o  a review o f  t h e  c o n s t i t u t i o n a l  exemption g ran ted  t o  p u b l i c l y  
owned proper ty .  The second phase, t h e  1966 i n t e r i m  s tudy,  was de-
voted t o  a review of s t a t u t o r y  exemptions and p r i v a t e  educa t iona l ,  
r e l i g i o u s ,  and c h a r i t a b l e  p r o p e r t i e s .  

A s s i s t i n g  t h e  committee i n  t h e  s tudy  were M r .  J i m  Wilson of 
t h e  L e g i s l a t i v e  Reference O f f i c e ,  members of t h e  Colorado Tax 
Commission, and M r .  Dave Morrissey of t h e  Council  s t a f f .  

November 29, 1966 Lyle C. Kyle 
D i r e c t o r  
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CQMMITTEE FINDINGS AND RECOMMENDATIMS 


Since 1963 t h e  Leg i s l a t ive  Council Committee on Tax Exempt
Property has wres t led  wi th  t h e  problems of t a x  exemptions f o r  
var ious  c l a s s e s  of property.  In  o rde r  t o  focus  on t h e  impact of 
exemptions, t h e  committee requested t h e  Council s t a f f  t o  develop an 
inventory of property exemptions i n  Colorado. Early i n  t h i s  s tudy 
it became apparent  t h a t  records of county assessore  with r e spec t  t o  
exempt p roper t i e s  were woefully inadequate,  and t h e  Tax Commission 
now i s  i n  t h e  process  of updating t h e  t a x  exempt records  of t h e  
county assessor s .  

A prel iminary es t ima te  of t h e  value of t a x  exempt property 
i n  Colorado was com l e t e d  by t h e  Council s t a f f  i n  December of 1964. 
This  e s t ima te  revea !s t h a t  t h e  major por t ion  of t a x  exempt proper- 
t i e s  ore under f e d e r a l ,  s t a t e ,  and municipal ownership. The 
minfmum est imated assessed  value of f e d e r a l ,  s t a t e ,  and municipal 
p r o p e r t i e s  approximates $533,000,000 o r  65.3 per  c e n t  of a l l  t a x  
exempt property i n  Colorado. pr his f i g u r e  does no t  include f a c i l i -  
t i e s  f o r  h igher  educat ion which were repor ted  separa te ly . )  Because 
of t h e  r e l a t i v e l y  l a r g e  amount of publ ic  exempt property,  t h e  
comA5.ttee concentrated i t s  e f f o r t s  i n  t h i s  a rea  i n  1965. 

Publ ic  Property 

Since t h e  C o n s t i t u t i o n  of t h e  s t a t e  was adopted, it has 
contained a provis ion  exempting publ ic  property from ad valorem . 
t a x e s  ( ~ r t i c l e  X, Sect ion  4 ) .  Accordin4 t o  t h e  dec i s ions  of t h e  
Colorado Supreme Court ,  A r t i c l e  X, Sec t  on 4, means t h a t  a l l  prop- 
e r t i e s  of t h e  s t a t e ,  c i t i e s  and towns, count ies ,  publ ic  l i b r a r i e s ,  
and o t h e r  municipal corpora t ions  a r e  exempt from ad valorem t a x e s  
r e g a r d l e s s  of "useW; *ownershipn i s  t h e  only c r i t e r i o n  f o r  grant ing  
an ad  valorem exemption f o r  publ ic  property.1 Furthermore, i n  
1961 t h e  General Assembly made an unsuccessful  a t tempt  t o  minimize 
t h e  impact of t h e  s t a t e ' s  a c q u i s i t i o n  of p r i v a t e  t axab le  lands by 
r e q u i ~ i n g  t h e  payment of f e e s  i n  l i e u  of t a x e s  on lands  removed 
from t h e  t a x  r o l l s  by t h e  purchases of t h e  Game, Fish,  and Parks 
Department. The Colorado Supreme Court declared t h i s  a c t  unconsti-  
t u t i o n a l  -- Game and Fish  Commission of Colorado v. Cleland N, 
Feas t ,  e t  a 1  (1965), No. 20489. Thus a c o n s t i t u t i o n a l  amendment i s  
needed i f  t h e  General Assembly is  t o  e x e r c i s e  d i s c r e t i o n  with re-  
spech t o  t a x  exempticrns f~ publ ic  property.  

The acquisrl%iim cof l a r g e  t r a c t s  of t axab le  land i n  c e r t a i n  
coun t i e s  %n Co&oaedo 2rgr s t a t e ,  municipal, and o t h e r  l o c a l  u n i t s  of 

1. Stews* *& G g y  and County & Denver (191E). TO CUo. 514. 



government has  reduced t h e  t a x  base  of a number of  coun t i e s .  The 
committee r e c o g n i f e s  t h a t  purchases  of  t a x a b l e  l and  by government 
u n i t s  o f t e n  a r e  made i n  t h e  g e n e r a l  i n t e r e s t  of  t h e  o v e r - a l l  economy
of t h e  s t a t e ;  however; t h e  committee i s  concerned t h a t  b e n e f i t s  
de r ived  a r e  ob ta ined  4 t  t h e  expense of communities i n  which t h e  ac- 
q u i s i t i o n s  a r e  made. For i n s t a n c e ,  d e s p i t e  t h e  f a c t  t h a t  t a x  exempt 
l ands  a r e  removed from t h e  t a x  r o l l s ,  u s u a l l y  t h e r e  i s  no co r r e s -  
ponding r e d u c t i o n  i n  t h e  need f o r  misce l laneous  county s e r v i c e s ,  
schools ,  f i r e  and p o l j c e  p r o t e c t i o n ,  e t c . ,  and t h e r e  even may be an 
i n c r e a s e  i n  t h e  need f o r  t h e s e  s e r v i c e s .  Therefore ,  any r educ t ion  
i n  t h e  t a x  base  o f t e n  adds t o  t h e  m i l l  l e v i e s  of e x i s t i n g  proper ty  
t a x  payers .  I n  t h i s  manner, con t inu ing  governmental expenses f o r  
s e r v i c e s  t o  t h e  t a x  exempt p rope r ty  a c t u a l l y  i s  borne by t h e  t ax -  
payers  of t h e  county i n  which t h e  l and  i s  purchased. 

Committee Recommendations 

The committee b e l i e v e s  t h a t  t h e  burden r e s u l t i n g  from e r o s i o n  
of  t h e  t a x  base  of a  l o c a l  community must be cons idered  a s  p a r t  of  
t h e  expense f o r  o b t a i n i n g  t a x  exempt p rope r ty  and should be met by
t h e  community d e r i v i n g  b e n e f i t  from t h e  a c q u i s i t i o n  of  t h e  proper ty .  
With t h i s  i n  mind, t h e  committee r e a f f i r m s  i t s  1965 recommendation 
f o r  a proposed c o n s t i t u t i o n a l  amendment t o  a l l ow t h e  General  A s -
sembly t o  provide f o r  payments i n  l i e u  of t a x e s  i n  t h e  event  t h e  
t a x  base  of a l o c a l  community i s  adverse1  a f f e c t e d  by removal of 
l and  from t h e  t a x  r o l l s  by s t a t e  and loca  1 governmental u n i t s .  The 
committee aga in  recommends t h a t  A r t i c l e  X, S e c t i o n  4, Colorado 
C o n s t i t u t i o n ,  be amended a s  fo l lows:  

S e c t i o n  4. P u b l i c  p roper ty  exempt - except .
The proper ty ,  r e a l  and persona l ,  of t h e  s t a t e ,  
c o u n t i e s ,  c i t i e s ,  towns, and o t h e r  municipal  AND 
QUASI-MUNICIPAL c o r p o r a t i o n s ,  and p u b l i c  l i b r a  i e s  
s h a l l  be exempt from t a x a t i o h ,  PROVIDED, THAT 1& 
GENERAL ASSEMBLY MAY PHOVIDE BY LAW PCIh THE MAKlNQ 
OF PAYMENTS IN m u  OF AXES WtTH RESPECT TO ANY 
SUCH PROPERlY. 

P r i v a t e  Re l i a ious .  C h a r i t a b l e .  and 

Educa t iona l  P r o p e r t y  


A r t i c l e  X, Sec t ion  5, Colorado C o n s t i t u t i o n ,  provides:
"Proper ty ,  r e a l  and persona l ,  t h a t  is  used s o l e l y  and e x c l u s i v e l y  
f o r  r e l i g i o u s  worship,  f o r  s choo l s  o r  f o r  s t r i c t l y  c h a r i t a b l e  
purposes,  a l s o  ceme te r i e s  n o t  used o r  he ld  f o r  p r i v a t e  o r  co rpo ra t e  
p r o f i t ,  s h a l l  be exempt from t a x a t i o n ,  u n l e s s  o therwise  provided by 

e n e r a l  l a w a m  The p rov i s ion  "un le s s  o the rwi se  provided by gene ra l  
?awn g i v e s  d i s c r e t i o n  t o  t h e  General  Assembly t o  l i m i t  o r  q u a l i f y  
exem t i o n s  on p r i v a t e  r e a l  p roper ty .  A s  p r ev ious ly  mentioned, 

. 	 s i m i!a r  d i s c r e t i o n a r y  power is  l a c k i n g  wi th  r e s p e c t  t o  pub l i c  prop- 
erties.  Although t h e  General  Assembly has  a u t h o r i t y  t o  l i m i t  
exemptions on p r i v a t e  r e a l  p rope r ty ,  t h e  power t o  extend exemptions 

x i i  



t o  W h ~ m e ~ t e a d s Yand residences of aged persons i s  prohibi ted.  
A r t i c l e  X, Section 6, Colorado Const i tu t ion ,  statest @ A l l  laws 
exempting from taxa t ion ,  roper ty  o the r  than t h a t  here tofore  men- 
t ioned,  s h a l l  be void; ...! In  any event,  with t h e  exception of 
adding a d e f i n i t i o n  f o r  schools and requir ing  Itownership* a s  a pre-
r e q u i s i t e  f o r  obtaining a property t a x  exemption, t h e  General 
Assembly has accepted t h e  provisions of A r t i c l e  X ,  Section 5, with-
out  reservat ion.2 

Exemptions f o r  p r i va t e  r e l i g ious ,  cha r i t ab l e ,  and educat ional  
p rbper t i e s  comprise about 15 per  cen t  of t h e  t a x  exempt property i n  
Colorado (see Research Publ ica t ion  102, Colorado Leg is la t ive  
Council). If  t h i s  property were added t o  t he  t a x  r o l l s ,  t he  esti-
mated t ax  base of count ies ,  munic ipal i t ies ,  and school d i s t r i c t s  
would be increased by only t h r e e  per  cent .  Although t h i s  burden 
appears t o  be r e l a t i v e l y  i n s i g n i f i c a n t  as a s t a t e  t o t a l ,  t h e  impact
t o  individual  counties  and c i t i e s  could be appreciable.  For in-
stance,  l a t e s t  ava i l ab l e  es t imates  of t h e  assessed value of p r i va t e  
t a x  exempt property i n  t h e  Ci ty  and County of Denver t o t a l s  
$70,000,000 o r  6.6 per  cent  of t h e  t ax  base of t h e  community. 

I n  the  Apr i l ,  1966, i s sue  of The National Civic  ~ev i ew .3  it 
was reported t h a t  housing p ro j ec t s  sponsored by churches, l abo r  
unions, and o the r  nonprofi t  organiza t ions  probably would account 
f o r  a rap id ly  growing share  of homebuildin a c t i v i t y  i n  t h e  next 
few years.  Three reasons a r e  c i t ed :  1 )  t f e  Senior  Ci t i zen  Housing 
Act: -- Public  Law 87-723 -- passed by Congress, 2) a growing -
public awareness of t h e  need f o r  adequate housing f o r  t h e  e l d e r l y  
and disadvantaged, and 3) an increase  i n  t h e  number of nonprofi t  
roups ent'ering t he  housing f i e l d .  Subs t an t i a t i n  t he se  f ind ings  

fs the  recen t  growth i n  sen io r  c i t i z e n  "high risea apartments i n  
t h e  urban a reas  of Colorado. Since t h e  advent of the  f ede ra l  leg-  
i s l a t i o n  i n  1962, t he  o r i g i n a l  co s t  value of t he se  homes f o r  t h e  
e lde r ly  has exceeded $25,000,000. 

I Property t a x  exemptions f o r  p r i va t e  i n s t i t u t i o n s  t r a d i t i o n -  
a l l y  a r e  based on two assumptions: 1 )  i f  t h e  s e rv i ce s  were not 

I performed by a p r i va t e  agency, t h e  burdens of government would in -
I c rease;  and 2 )  t ax  exemptions f o s t e r  moral, c u l t u r a l ,  and s o c i a l  

development of t he  community. Separat ion of church and s t a t e  a l s o  
-- is  considered a fundamental purpose i n  grant ing  property t a x  

I -: 	exemptions t o  r e l i g i o u s  organizat ions.  In  any event,  t he  s t a t e  of 
Colorado recognizes t h e  worthiness of c e r t a i n  types  of a c t i v i t i e s  

g 6 3 , a s  amended. 
3. -The National Civic Review, Apr i l  1966, page 225. 
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and has attempted t o  encourage t h e s e  programs t h r o u  h a oubridy,
t h a t  is ,  exemption from ad valorem taxes .  The corman 9t tee  i s  con-
cerned, however, t h a t  t h e  subsidy f o s t e r e d  a t  t h e  s t a t e  level i a  
not  su  ported by t h e  o v e r - a l l  revenue sources  of t h e  s t a t e ;  r a t h e r ,

he 8u1s idy  f o r  t h i s  s t a t e  pro ram i e  borne b t h e  t a x  base sf 
o c a l  overnment. The reason B o r  t h i s  i s  tha1 t h e  pro r r t y  t a x  i r4the  pr me source of revenue f o r  l o c a l  government. I n  !965, prop-

e ~ t yt a x e r  l e v i e d  i n  Colorado amounted t o  $34,344,380 f o r  c i t i e s  
and towns, $63,623 246 f o r  coun t i e s ,  and $186,252,599 f o r  publ ic  
echoolr.  The ~ o c a f  A f f a i r s  Stud Cornmission a l s o  r e p o r t s  t h a t  from 
38 e r  cen t  t o  50 p e r  cen t  of a 11 l o c a l  government revenues a r e  
derfved from proper ty  taxes .  

I n  a sense t h e  General Assembly has reca  nized t h a t  t h e  ad 
valorem t a x  b s ~ e  1s not  s u f f i c i e n t  t o  meet a l l  tEt~ needs of l o c a l  

overnment and t h a t  t a x  exemptions granted  a t  t h e  s t a t e  l e v e l  zs-
!ucs t h e  e l f ec t iveneao  of t h e  proper ty  tax.  The Genera$ Assenibly 
has minimized t h i s  adverse i m  a c t  t o  one s e c t o r  of l o c a l  government -- echaols  -- through t h e  'Sc !o o l  Foundation A c t a n  The formula f o r  
t h e  d i s t r i b u t i o n  of s t a t e  school  monies i s  based on l o c a l  e f f o r t  
encompassing proper ty  t a x  v a l u a t i o n s  and ad jus ted  g r o s s  income a s  
meawres of l o c a l  a b i l i t y  t o  pay. Thus l o c a l  communities wi th  a 
r e l a t i v e 1  l a r g e  amount of exempt rope r ty  r ece ive  a proportion-
a t e l y  h i gKer amount of s t a t e  schoo f monies. 

On t h e  o t h e r  hand c i t i e s  and towns rece ive  l i t t l e  i n  t h e  way
of s t a t e  support .  ~ r t i c i eX, Sect ion  7 ,  p r o h i b i t s  t h e  General 
Assembly from imposing t a x e s  f o r  t h e  urposes of any county, c i t y ,  
town ox o t h e r  municipal corpora t ion ,  u t  a u t h o r i t y  may be ves ted  
with municipal corpora t ions  t o  a s s e s s  and c o l l e c t  t axes  f o r  t h e  SUP-
p o r t  of l o c a l  government. Munic ipa l i t i e s  muet maintain s e r v i c e s  
a t  a l e v e l  t h a t  meets t h e  needs of t h e  exempt i n s t i t u t i o n s .  It i s  
t r u e  t h a t  some of t h e  d i r e c t  s e r v i c e s  t o  exempt i n s t i t u t i o n s  a r e  
supported through a system of f e e s  o r  charges.  The na tu re  of t h e  
s e r v i c e  usua l ly  determines whether t a x  exempt i n s t i t u t i o n s  pay f o r '  
b e n e f i t s  received.  Benef i t s  of municipal water  and power se rv ices ,  
f o r  ins tance ,  e a s i l y  may be assessed  on a f e e  b a s i s  according t o  t h e  
q u a n t i t y  of s e r v i c e  provided. Trash c o l l e c t i o n  c o s t s  and s p e c i a l  
assessments f o r  curbs ,  s t r e e t s ,  g u t t e r s  and paving a l s o  a r e  col-  

t a x  exempt i n s t i t u t i o n s  
c o n t r i b u t e  t o  t h e  c o s t s  of municipal s e r v i c e s  through bui ld ing  
permit  f e e s  and ,charges  f o r  land use var iances .  

l e c t e d  from exempt i n s t i t u t i o n s .  ~ i n a l i ~ ,  

A l t e rna te  Suqqestions t o  Reduce t h e  Impact of Tax Exemptions 

Fees i n  Lieu of Taxes. A number of a l t e r n a t e  suggest ions 
were made t o  t h e  committee t o  reduce t h e  impact of t a x  exempt prop- 
e r t y  on local government. F i e s t  of a l l ,  t h e  c o m m i t t e e  explored 
t h e  p o s s i b i l i t y  of expanding t h e  p resen t  system of f e e s  i n  l i e u  of 
t a x e s  on c e r t a i n  types  of p r i v a t e  property.  Again, it must be kept 
i n  mind t h a t  any proposed l e g i s l a t i o n  could not  be extended t o  
inc lude  publ ic  p r o p e r t i e s  i n  view of t h e  c o n s t i t u t i o n a l  l i m i t a t i o n  
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h ib i t i ng  rnadif i c a t i on  of t he  exemption f o r  pub l i c  pro ertiee. 

e a o m i t t e e  ca l l ed  upon the  exper t i se  of the  Colorado &unic ipd 

ague t o  a s s i s t  i n  an explorat ion of service  char  e s  i n  l i e u  of 


axes f o r  exempt char i t ab le ,  r e l i g ious ,  and @ducat !ana l  propert ies .  


With t h i a  i n  mind, a major role of municipal government is  
t o  p ro tec t  propert  -- pol ice  ahd fire f i gh t ing  services, ordinance 
enforcement, plann 1ng and zoning, and riuisancs regulat ion.  Although
the re  a c t i v i t i e s  of l oca l  government a r e  of d i r e c t  benef i t  t o  4111 

roperty owners, measurement of value received cannot be eomputed i n  
he earns manner a s  a simple meter reading f o r  water a r  ielectr ic  

power coneumption. Nevertheless, these  se rv ices  a r e  e s s e n t i a l  t o  
awnets of both taxable  property and owners of t ax  exempt property.
Other governmental a c t i v i t i e s  of benef i t  t o  nontaxable i no t i t u t i ona  

1' - include: street maintenance, s t r e e t  cleaning and l i gh t ing ,  anow5. 

1 '; 	r removal, and t r anspor ta t ion  services .  

roblems Posed by Service Chasa,sq. Perhaps an i n i t i a l  road- 
block t! the  "skrvice charge c o n c e p w  is Ar t i c l e  X Section 3, 
CPlorado Conr t i t u t  ion. In pa r t ,  t h i s  section provide. t ' A l l  tax*. 
shall be uniform upon each of t he  various clesses of r e a l  and er-
rmal properky located within t h e  t e r r i t o r i a l  l i m i t s  bf t he  au !bz-
S t  	 levying t h e  tax ,  which s h a l l  prescr ibe  ruch methads and regu-
l arions  a s  s h a l l  secure just and equalized valuat ions  for essessmtbts 
df taxes u an 811 p r ~ p e r t y ,  r e a l  and personal, located  within the 
t e r f i t o r f a f l i m i t s  of t h e  au thor i ty  levying t h e  tax,. , ," Measuremenl 
ahd equal iza t ion of c o s t s  of governmental se rv ices  based en a ses-
vice  charge r a t ed  according t o  bene f i t s  received on the  one hand and 
a general  t a x  on t h e  o ther  would be ext reqely  d i f f i c u l t  t o  achievs. 
Haw could uniformity be achieved i f  one segment of t h e  population 
pays a general  t ax ,  based on assessed valuat ion of property, whfle 
another group pays a s p e c i f i c  f e e  aceording t o  bene f i t s  received? 

As previously mentioned, municipal se rv ices  d i r e c t l y  a f f e ~ t  
-	 property owners, Perhaps t h e  following l i s t  of funct ions  of c i t y  

and town government may bes t  i l l u s t r a t e  t he  types of services  avai l -
ab l e  t o  property owners! 

Water* 
Sewer* 
E lec t r i c i t y*
Public Works Administration 

A )  	 S t r e e t  paving, curbs,  gu t t e r s ,  e t c .  ( spec i a l
assessments)*
S t r e e t  cleaning 
Snow removal 
S t r e e t  l i gh t ing  

3 ~ u n c t i o n s  i n  which i n s t i t u t i o n s  exempt f r ~ mad valorem taxes pay
serv ice  charges, f ee s ,  o r  spec ia l  assessments. 



5) Planning and zoning 
Cons t ruc t ion  permits* 
Variance of land use regula t ions*  

I 

I 

I 
I 

Nuisance r e g u l a t i o n  
F i r e  ' p r o t e c t i o n  
Pol ice  p r o t e c t i o n
San i t a t ion*  

I 
1 

Transpor t a t ion
Ordinance enforcement 

1 L i b r a r i e s  
I Parks  and r e c r e a t i o n  f a c i l i t i e s  
1 General admin i s t r a t ion  

Segregat ion of t h e  aforementioned i tems i n t o  a r e a s  of d i r e c t  
b e n e f i t  t o  t a x  exempt proper ty  owners i s  d i f f i c u l t .  C e r t a i n l y  it 
i s  e a s i e r  t o  j u s t i f y  assessment of c o s t s  f o r  f i r e  arid p o l i c e  ser-
trices t o  t h e  exempt i n s t i t u t i o n s  than s e r v i c e s  of  l i b r a r i e s ,  parks,
and ove r -a l l  c o s t s  of c i t y  admin i s t r a t ion .  Meverthelesa, t o  some 
degree,  most of t h e  func t ions  enumerated above provide some se rv ice  
t o  t a x  exempt proper ty  owners. 

Asauming t h a t  c o n s t i t u t i o n a l  o b j e c t i o n s  t o  s e r v i c e  c h a r  e$ 
could be met, a system of s e r v i c e  f e e s  c e r t a i n l y  m i  h t  add t o  She 
c m p l e x i t y  of l o c a l  government admin i s t r a t ion ,  end 9n view of t h e  
f a c t  t h a t  an  aggregate  inc rease  of  l o c a l  revenues of only thawe per
cen t  would r e s u l t  i f  a l l  p r i v a t e  exempt i n s t i t u t i o n s  were placed on 
t h e  t a x  r o l l s ,  t h e  amount of revenue der ived from a s e r v i c e  charge 
program probabl would not  be s u f f i c i e n t  t o  o f f s e t  t h e  adminkstra- 
t i v e  c o s t s  invo rvsd. 

Mon-scho~l Taxes For Exempt P roner t i e s .  I n  view of t h e  p ~ o b -  
lems posed by f e e s ,  a second sugges t ion  was @ade t o  t h e  committee 
t o  recommend r e q u i r i n g  p r i v a t e  t a x  exempt i n s t i t u t i o n s  t o  pay non-
school proper ty  taxes .  The sug e s t i o n  was made on t h e  b a s i a  t h a t  
e l imina t ion  of school t a x e s  wou !d reduce t h e  major burden of prop-
e r t y  t axes ,  while  not  f o r c i n g  a  r educ t ion  i n  t h e  t a x  base of towns 
and count ies .  S t a t e  a i d  t o  schools  would cont inue t o  o f f s e t  t h e  
reduct ion  t o  t h e  proper ty  t a x  base f o r  schools.  

I n  viewing t h i s  suggest ion,  t h e  committee expressed concern 
wi th  t h e  impact of nonschool t a x e s  on t h e  t a x  exempt i n s t i t u t i o n s .  

Municipal, gene ra l  county, and s p e c i a l  improvement property 
l e v i e s  i n  1965 t o t a l e d  $97,967,000. An inc rease  of  t h r e e  per cen t ,  

*Functions i n  which i n s t i t u t i o n s  exempt from ad valorem t axes  pay
s e r v i c e  charges,  fees, o r  s p e c i a l  assessments. 
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o r  $2,939,000 probably would r e s u l t  i f  p r i v a t e  exempt i n s t i t u t i o n s  
were added t o  t h e  t a x  r o l l s  of c i t i es ,  c o u n t i e s  (excluding g e n e r a l  
county school  t a x e s ) ,  and s p e c i a l  d i s t r i c t s .  Although t h e  i nc reased  
revenue t o  l o c a l  governments does no t  appear  t o  be s u b s t a n t i a l ,  t h e  
impact t o  i n d i v i d u a l  exempt i n s t i t u t i o n s  would be s i g n i f i c a n t .  For 
i n s t a n c e ,  municipal  m i l l  levies range from 1.70 m i l l s  i n  Bonanza t o  
46.00 m i l l s  i n  C r i p p l e  Creek and V i c t o r ,  Colorado. I n  comparison, 
t h e  average municipal  m i l l  l evy  r epo r t ed  by t h e  Tax Commiesion i n  
1965 is  14.72 m i l l s .  Other  c i t i e s  and towns w i t h  m i l l  l e v i e s  i n  ex- 
cess of 30 m i l l s  i nc lude :  C e n t r a l  C i t  (42.00), C res t ed  But te  

37.35 , De Beque ( 3 2 . 0 0 ) ~  Erie (37.89 r, Frede r i ck  (35.00),  F r i s co  
I31.00 , Genoa (32.62). Hayden (33.25). Log Lane V i l l a g e  (35.60). 
Meade I33.39 I , Mil l iken  ( 3 3 . 0 0 ) ~  Ouray (34.00), Rangely (40.00), Red 
C l i f f  44.69 , and S i l v e r t o n  (39.00). 

For  t h e  most p a r t ,  t h e  s m a l l e r  c i t i e s  and towns l e a n  more 
heav i ly  an  t h e  p rope r ty  t a x  f o r  suppor t  t han  t h e  l a r g e r  communities. 
For  example, t h e  m i l l  l e v i e s  i n  t h e  t e n  l a r g e s t  c i t i e s  i n  Colorado 
i n  1965 were a s  fo l lows:  Denver (14.60). ( 1 9 . 0 0 ) ~  Colorado 
Spr ings  (19  - 3 8 ) .  Aurora 10.50 , (15.30),
Arvada (13.00), Greeley [17.75{, F o r t  Grand Junc- 
t i o n  (15.00), and L i t t l e t o n  (10.70). T o t a l  g e n e r a l  Bovernment 
ope ra t ing  revenues i n  t h e  C i t y  and County of Denver n 1964 amounted 
t o  $76,787,000; $26,168,000 o r  34.1 p e r  c e n t  of t h a t  t o t a l  revenue 
was de r ived  from p rope r ty  t a x e s .  

Requir ing p r i v a t e  t a x  exempt i n s t i t u t i o n s  t o  pay p rope r ty  
t a x e s  f o r  nonschool purposes would r e s u l t  i n  a s ta te -wide  avera  e 
prope r ty  t a x  t o  p r i v a t e  r e l i g i o u s ,  c h a r i t a b l e ,  and educa t iona l  7n-
s t i t u t i o n s  of 34.47 p e r  c e n t  of t h e  p rope r ty  t a x  l e v i e s  on c u r r e n t  
t a x a b l e  proper ty .  

C l a r i f i c a t i o n  of S tandards  f o r  Grant inq Tax Exemptionq. The 
t h i r d  and f i n a l  major suqqes t ion  made t o  t h e  committee involved 
re-examination of t h e  s t a n d a r d s  by which i n s t i t u t i o n s  q u a l i f y  f o r  
t a x  exempt s t a t u s .  As poin ted  o u t  by M r .  Carper ,  Tax Commissioner, 
a t  t h e  March 29 meeting of t h e  committee: 

...t h e  c o n s t i t u t i o n  c o n t a i n s  f o u r  l i n e s  f o r  t h e  
exemption of c h a r i t a b l e ,  r e l i g i o u s ,  and educa- 
t i o n a l  p roper ty .  S i m i l a r l y ,  t h e  s t a t u t e s  c o n t a i n  
on ly  13 l i n e s  wi th  r e s p e c t  t o  t h e  exemption of 
p r i v a t e  p roper ty .  Thus t h e  c r i t e r i a  f o r  exemp- 
t i o n  of c h a r i t a b l e  and r e l i g i o u s  p rope r ty  i s  out-
l i n e d  i n  t h e  C o n s t i t u t i o n  and s t a t u t e s  a s  i n t e r -
p re t ed  by t h e  Colorado Supreme Court .  S ince  t h e  
Court  has fol lowed a l i b e r a l  r u l e  of c o n s t r u c t i o n  
on r u l i n g  on exempt s t a t u s  of  r e l i g i o u s ,  c h a r i -
t a b l e ,  and e d u c a t i o n a l  p r o p e r t i e s ,  a r e  t h e  guide-
l i n e s  e s t a b l i s h e d  by t h e  Supreme Court  v a l i d  
today? Is t h e r e  a  need f o r  r e d e f i n i n g  what con-
s t i t u t e s  a  c h a r i t y ?  



P r i o r  t o  1961, t h e  county a s s e s s o r s  were charged wi th  t h e  
r e s p o n s i b i l i t y  f a r  g r a n t i n g  t a x  exemptions t o  r e l i g i o u s ,  c h a r i t a b l e ,  
and educa t iona l  i n s t i t u t i o n s .  It would be s a f e  t o  say t h a t  w i t h i n  
t h e  g u i d e l i n e s  of  c o u r t  d e c i s i o n s  t h e r e  were 63 d i f f e r e n t  bases  f o r  
g r a n t i n g  t a x  exeiaptions. Chapter  260, Sess ion  Laws of  Colorado 
1961, ves t ed  a u t h o r i t y  w i th  t h e  Tax Commission t o  determine t h e  
p r o p r i e t y  of exemptions i n  Colorado. The Commission i s  i n  t h e  pro- 
c e s s  of reviewing every  ad valorem t a x  exemption f o r  c h a r i t a b l e ,  
r e l i g i o u s ,  and educa t iona l  p rope r ty  i n  Colorado, as wel l  a s  g r a n t i n g  
o r  denying a l l  new a p p l i c a t i o n s  f o r  exemptions. I n  o r d e r  t o  review 
t h e  b a s i s  of d e c i s i o n s  made by t h e  Commission, t h e  committee s t a f f  
reviewed 1191 c la ims  f i l e d  wi th  t h e  Commission. 

Bas i s  Upon Which Exemptions Are Granted 

The exemptions g ran ted  by t h e  Tax Commission c l o s e l y  fo l low 
t h e  r u l i n g s  of  t h e  Colorado Supreme Court ,  and, i n  t h e  event  t h e  
Court  has  no t  r u l e d  on a  s p e c i f i c  major c l a s s  of  p roper ty ,  such as 
' s en ior  c i t i z e n  housing," t h e  Commission u s u a l l y  r e q u e s t s  t h e  ad- 
v i c e  of t h e  At torney  General .  A d e t a i l e d  a n a l y s i s  of Supreme Court  
d e c i s i o n s  upon which t h e  Tax Commission has  based a number o f  i t s  
d e c i s i o n s  i s  conta ined  i n  t h e  accompanying s t a f f  r e p o r t .  I n  gener- 
a l ,  t h e  de te rmina t ion  of what c o n s t i t u t e s  a c h a r i t y  .poses t h e  most 
d i f f i c u l t  ques t ion  f o r  t h e  Commission. M r .  Howard L a t t i n g ,  Chairman 
of t h e  Colorado Tax Commission, sugges ted  t h a t  t h e  fo l lowing  s i x  
q u a l i f i c a t i o n s  a r e  e s s e n t i a l  c o n d i t i o n s  f o r  an o r g a n i z a t i o n  t o  be 
gran ted  a  t a x  exemption a s  a  c h a r i t y  i n  Colorado: 

1) 	t h e  o r g a n i z a t i o n  i s  n o n p r o f i t ;  

2) 	no p a r t  of  t h e  n e t  e a r n i n g s  of t h e  o r g a n i z a t i o n  
i n u r e s  t o  any p r i v a t e  sha reho lde r  o r  i n d i v i d u a l ;  

3) 	t h e  exempt p rope r ty  i s  used f o r  t h e  a c t u a l  opera- 
t i o n  of t h e  claimed exempt a c t i v i t y ;  

4 )  	 t h e  p rope r ty  i s  no t  used o r  opera ted  by t h e  owner 
o r  any o t h e r  person so  a s  t o  b e n e f i t  anyone 
through t h e  d i s t r i b u t i o n  of p r o f i t s ,  payment of 
exces s ive  charges  o r  compensations o r  t h e  more 
advantageous p u r s u i t  of t h e i r  bus ines s  o r  profes-  
s i o n ;  

5) 	t h e  p rope r ty  is  not  used f o r  f r a t e r n a l  o r  lodge 
purposes o r  f o r  s o c i a l  c l u b  purposes u n l e s s  such 
use  i s  pu re ly  i n c i d e n t a l  t o  t h e  c h a r i t a b l e  
a c t i v i t i e s  f o r  which t h e  exemption i s  claimed; 
and 

6 )  	a l l  p r o p e r t i e s  of t h e  c o r p o r a t i o n  a r e  i r r e v o c a b l y
ded ica t ed  t o  c h a r i t a b l e  purposes and upon l i q u i d a -  
t i o n  of t h e  co rpo ra t ion ,  no b e n e f i t s  w i l l  i n u r e  



t o  any p r i v a t e  person,  b u t  shall be t r a n s f e r r e d  
t o  some o t h e r  n o n p r o f i t  c h a r i t a b l e  o rgan iza t ion .  

Exten t  of Exemptions. Once a d e c i s i o n  is  made t h a t  an  i n s t i -
t u t i o n  q u a l i f i e s  a s  a  c h a r i t a b l e ,  r e l i g i o u s ,  o r  educa t iona l  a c t i -  
v i t y ,  t h e  Tax Commission must t hen  de te rmine  t h a t  t h e  proper ty  
a c t u a l l y  i s  used f o r  t h e  purpose f o r  which t h e  exemption i s  gran ted ,  
I n  o t h e r  words, a  church o r  c h a r i t a b l e  a c t i v i t y  which owns income 
proper ty  o r  even vacant  l and  he ld  f o r  f u t u r e  development can n o t  
q u a l i f y  f o r  a p rope r ty  t a x  exemption f o r  such proper ty .  Also t h e  
Commission c o n s t a n t l y  i s  faced  w i t h  p rope r ty  usage which i s  r e l a t e d  
to '  t h e  a c t i v i t i e s  o r  f u n c t i o n s  of t h e  exempt i n s t i t u t i o n  b u t  which 
may n o t  be e s s e n t i a l  t o  t h e  purpose, For  i n s t a n c e ,  a r e  parking l o t s  
e s s e n t i a l  t o  t h e  conduct of church s e r v i c e s ?  The Commission has 

?$%&Wruled t h a t  when a parking l o t  i s  used s o l e l y  f o r  t h e  exempt a c t i v i t y ,  L',2k3 &,- : 
a p rope r ty  t a x  exemption may be gran ted .  However, i f  parking spaces  
a r e  l e a s e d  f o r  o t h e r  reasons ,  t h e  exemption i s  denied.  I n  conclu- 
s i o n ,  t h e  committee a g r e e s  w i t h  t h e  s t r i c t  i n t e r p r e t a t i o n s  of t h e  
Tax Commission t h a t  t h e  use  o f  t h e  p rope r ty  must be e s s e n t i a l  t o  t h e  
purpose f o r  which t h e  exemption i s  g ran ted ,  i f  a  p r o p e r t  t a x  exemp- 
t i o n  is  t o  be al lowed. The committee applauds  t h e  d e c i s  1ons of t h e  
Commission and suppor t s  cont inued e f f o r t s  t o  i n t e r p r e t  t h e  law i n  a 
s t r i c t  manner. 

S e n i o r  C i t i z e n  Housinq. Perhaps t h e  most c o n t r o v e r s i a l  a r ea  
of t a x  exemptions reviewed by t h e  committee involved s e n i o r  c i t i z e n  
housing. The F e d e r a l  Housing Au tho r i t y  under P u b l i c  Law 87-723 
provides  low i n t e r e s t  l o a n s  t o  n o n p r o f i t  c o r p o r a t i o n s  t o  a s s i s t  i n  
developing low-cost housing f o r  t h e  e l d e r l y .  S p e c i f i c a l l y ,  t h e  
f e d e r a l  a c t  i s  designed t o  encourage t h e  development of new o r  re-
h a b i l i t a t e d  l i v i n g  u n i t s  which a r e  f o r  t h e  u se  of e l d e r l y  persons  
(over  62 y e a r s  of  age)  o r  handicapped persons.  Following enactment 
of  P u b l i c  Law 87-723 i n  1962, c h a r i t a b l e ,  r e l i g i o u s ,  and t r a d e  
a s s o c i a t i o n s  have e s t a b l i s h e d  a  number of s e n i o r  c i t i z e n  homes i n  
t h e  urban a r e a s  o f  Colorado. The e s t ima ted  t o t a l  f i x e d  a s s e t s  of  
t h e s e  homes i s  i n  exces s  of $25,000,000. 

Charges were made t o  t h e  committee t h a t  some s e n i o r  c i t i z e n  
homes were being cons t ruc t ed  a s  luxury- type apar tments  and t h a t  t h e  
income of a number of d w e l l e r s  was above average.  Furthermore, it 
was brought t o  t h e  a t t e n t i o n  of t h e  committee t h a t  i n  o r d e r  t o  
ach ieve  f u l l  occupancy, u n i t s  were being r e n t e d  t o  p h y s i c a l l y  a b l e  
persons  under  6 2  y e a r s  o f  age. I n  o t h e r  words, s t anda rds  were n o t  
being met e i t h e r  a s  t o  income o r  age. Many of t h e  s e n i o r  c i t i z e n  
homes a l s o  r e q u i r e  an  occupancy f e e  ranging from 3 6 0 0 , t o  $8,000, 
sugges t ing  t h a t  l i t t l e  c o n s i d e r a t i o n  i s  g iven  t o  t h e  d e s t i t u t e .  
For  t h e s e  reasons ,  c h a r i t a b l e  t a x  exemptions f o r  s e n i o r  c i t i z e n  
homes a r e  being quest ioned.  

On t h e  o t h e r  hand, a f t e r  c a r e f u l  a n a l y s i s  of t h e  concept of 
c h a r i t y  a s  o u t l i n e d  by t h e  Colorado Supreme Cour t  d e c i s i o n s  and a  
r e c e n t  C a l i f o r n i a  c o u r t  d e c i s i o n ,  F i f i e l d  Manor v. County of Los 
Anqeles (1961) ,  10 Cal.  242, t h e  Tax Commission, f o r t i f i e d  wi th  an  

x i x  



opinion bf t h e  ~ t t o r n b y  General ,  r u l e d  t h a t  senior c i t izen  homes 
q u a l i f y  a s  a c h a r i t a b l e  a c t i v i t y  f o r  t h e  purpose of ob t a in ing  an ad 
valorem t a x  exemption i n  Colorado. 

The F i f i e l d  Case appea r s  t o  be e s p e c i a l l y  p e r t i n e n t  t o  Colo-
rado i n  view of t h e  s i m i l a r i t y  of c o n s t i t u t i o n a l  p rov i s ions  of 
Colorado and C a l i f o r n i a  w i t h  r e s p e c t  t o  c h a r i t a b l e  p rope r ty  t a x  
exemptions. The C a l i f o r n i a  D i s t r i c t  Court  of A p e a l s  r u l e d  
i n  F i f i e l d  Manor v .  County of  Los Anseles (19617 1 0  Cal.  Repor te r  
242, t h a t  n o n p r o f i t  c o r p o r a t i o n s  were e n t i t l e d  t o  p roper ty  t a x  ex-
emption f o r  p rope r ty  devoted t o  homes f o r  t h e  aged, a l though occu- 
pied mainly by middle income persons  who had been self-employed, 
and where charges  d i d  not  y i e l d  more than  a c t u a l  c o s t s .  The c o u r t  
concluded: 

The c o u r t s  have long recognized and dec l a red  
t h a t  c h a r i t y  i s  n o t  l i m i t e d  t o  g i v i n g  alms, is  
no t  conf ined  t o  r e l i e f  of t h e  poor, may extend t o  
t h e  r i c h  i n  a r e a s  where t hey  a r e  no t  a b l e  t o  c a r e  
f o r  themselves ,  and ex tends  t o  t h o s e  s o c i a l  ob- 
j e c t i v e s  which promote t h e  gene ra l  we l f a re  and 
would be se rved  by t h e  government i n  t h e  absence 
of p h i l a n t h r o p i c  e n t e r p r i s e s  such a s  homes f o r  t h e  
aged. H i s t o r i c a l l y ,  and well-nigh unanimously, 
t h e  c o u r t s  have found homes f o r  t h e  aged t o  be 
c h a r i t a b l e  i n s t i t u t i o n s  where conducted a t  c o s t  o r  
less. They have a l s o  recognized t h a t  man, espec i -
a l l y  t h e  o l d ,  does n o t  l i v e  by bread a lone ;  t h a t  
though he be a b l e  t o  pay f o r  a l l  m a t e r i a l  wants he 
n e v e r t h e l e s s  may be dependent upon h i s  f e l l o w  man 
o r  t h e  government t o  p r o t e c t  him from t h e  haunt ing 
f e a r  of l o s s  of  a l l  h i s  p rope r ty  w i t h  r e s u l t a n t  
pover ty ,  f e a r  of  i l l n e s s  o r  o t h e r  phys i ca l  d i s -  
a b i l i t y  ove r t ak ing  him wi th  no one n e a r  t o  he lp ,  
f e a r  of  t h e  l o n e l i n e s s  a r i s i n g  from absence of 
s o c i a l  c o n t a c t s ,  f e a r  of any of t h e  t r a g e d i e s  of 
o l d  age where t h e r e  i s  no one s t and ing  by t o  help.  

The t es t  i s  n o t  found i n  t h e  ques t ion  of what 
f i n a n c i a l  a b i l i t y  does  t h e  r e c i p i e n t  possess ,  b u t  
what a r e  h i s  needs, a l l e v i a t i o n  of which c o n s t i -  
t u t e s  a  worthy s o c i a l  value .  We apprehend t h a t  t h e  
f i n a n c i a l  t e s t  becomes p e r t i n e n t  only  when t h e  occu- 
p a n t s  of an o l d  age home pay more than  t h e  c o s t  t o  
t h e  home of what it f u r n i s h e s  them. 

( 1 )  I n  t h e  l i g h t  of t h e s e  a u t h o r i t i e s  it 
seems c l e a r  t h a t  a home f o r  t h e  aged which c a t e r s  
t o  wealthy persons  and f u r n i s h e s  them t h o s e  ser-
v i c e s  and c a r e  needed by t h e  o l d  and in f i rm ,  r i c h  
o r  poor, does  no t  cease  t o  be a  c h a r i t a b l e  i n s t i -  
t u t i o n  s o  long a s  i t s  charges  do no t  y i e l d  more 
than  t h e  a c t u a l  c o s t  of ope ra t ion ;  t h a t  it does 



cease  t o  have t h a t  s t a t u s  when t h e  occupants pay 
more than  t h e  c o s t  t o  t h e  home, t h u s  r e s u l t i n g  i n  
a p r o f i t  and conver t ing  it i n t o  a non-char i tab le  
i n s t i t u t i o n .  

sommittee Recommendations 

S e n i o r  C i t i z e n  Homes. The committee a g r e e s  t h a t  t r a d i t i o n -  
a l l y  a i d  t o  t h e  aged has  been recognized a s  a c h a r i t a b l e  f u n c t i o n  
and t h a t  r e l i e f  of  pover ty  i s  n o t  t h e  on ly  cond i t i on  f o r  q u a l i f y i n g  
f o r  a t a x  exemption a s  a c h a r i t y .  It i s  a m a t t e r  of  common know 
l e d  e t h a t  aged people r e q u i r e  c a r e  and a t t e n t i o n  a p a r t  from f inan -  
c i ai! a s s i s t a n c e .  Sen io r  c i t i z e n  homes do provide s p e c i a l  s e r v i c e s  

Among t h e  s e r v i c e s  r e a d i l y  a v a i l a b l e  f o r  most 
emergency medical  c a r e ;  temporary nurs ing  se++,.k:

and equipment. -'yqf". ,
s e n i o r  homes a re :  

,+ 

v i c e s ;  c e n t r a l  d i n i n g  f a c i l i t i e s ;  s u r v e i l l a n c e  of  r e s i d e n t s  t o  4 
i n s u r e  t h e i r  well-being;  emergency a larms;  s p e c i a l l y  designed f a -  .;.FI!

-, 
c i l i t i e s  t o  a s s i s t  t h e  handicapped and t h e  i n f i r m  such a s  wider %-? 

doorways, low she lv ing ,  h a n d r a i l s  f o r  ba th tubs ,  and nonskid f l o o r d i "  
and f i n a l l y  s i t e  l o c a t i o n s  a c c e s s i b l e  t o  t r a n s p o r t a t i o n ,  medical  
s e r v i c e s ,  churches ,  and o t h e r  community a c t i v i t i e s .  

The committee exp res se s  concern,  however, t h a t  i n s t a n c e s  
e x i s t  i n  which persons  r e s i d i n g  i n  s e n i o r  homes a r e  l e s s  t han  62 
y e a r s  of  age and a r e  no t  handicapped. The committee b e l i e v e s  t h e  
law should be amended t o  prevent  abuse of t h e  concept  on which 
s e n i o r  c i t i z e n  housing i s  based. I n  o t h e r  words, employed physi- 
c a l l y - a b l e  persons  under 62 y e a r s  of age  should be p r o h i b i t e d  from 
t a k i n g  advantage of t h i s  t a x  exemption. Therefore ,  t h e  committee 
recommends t h e  fo l lowing  amendment t o  Sec t ion  137-2-1 (8). 1965 
Permanent Supplement t o  C.R.S. 1963: 

P rope r ty ,  r e a l  and pe r sona l ,  t h a t  is owned and used 
s o l e l y  and e x c l u s i v e l y  f o r  s t r i c t l y  c h a r i t a b l e  pur- 
poses ,  and n o t  f o r  p r i v a t e  o r  co rpo ra t e  p r o f i t .  
SENIOR CITIZEN HOUSING SHALL BE CLASSED AS CHARI-
TABLE ENTERPRISES AND SHALL BE EXEMPT FROM TAXATION: 
PROVIDED THAT SUCH HOUSING UNITS SHALL BE NONPROFIT 
OPERATIONS AND THE PROPERTY REAL AND PERSONAL IS  
DEDICATED I N  PERPETUITY TO CHARITABLE PURPOSES; AND 
PROVIDED FURTHER THAT THE HOUSING UNITS ARE SPECI- 
FICALLY DESIGNED FOR ELDERLY OR HANDICAPPED PERSONS. 
A SENIOR CITIZEN HOUSING OPERATION SHALL NOT BE 
EXEMPT I F  MORE THAN 5 PER CENT OF THE UNITS ARE 
LEASED TO PERSONS UNDER 62 YEARS OF AGE WHO ARE NOT 
HANDICAPPED. FOR PURPOSES OF THIS SUBSECTION, A 
"HANDICAPPED PERSON" MEANS A PERSON WHO HAS A PHYSI-
CAL IMPAIRMENT WHICH: 

( 1) IS EXPECTED TO BE OF LONG-CONTINUED AND 
INDEFINITE DURATION ; 



(2) SUBSTANTIALLY IMPEDES HIS ABILITY TO 
LIVE INDEPENDENTLY ; AND 

( 3 )  I S  OF SUCH NATURE THAT HIS ABILITY TO 
LIVE INDEPENDENTLY COULD BE IMPROVED BY MORE SUIT- 
ABLE HOUSING CONDITIONS. 

O the r  C h a r i t a b l e  A c t i v i t i e s .  I n  viewing p rope r ty  t a x  exsmp- 
t i o n s  f o r  c h a r i t a b l e  a c t i v i t i e s  ( f r a t e r n a l  lodges ,  h o s p i t a l s ,  
v e t e r a n s '  a s s o c i a t i o n s ,  e t c . )  t h e  committee recommends t h a t  a l l  in -  
s t i t u t i o n s  f i l i n g  f o r  a  t a x  exemption be r e q u i r e d  t o  demonstra te  
f i n a n c i a l  evidence of t h e i r  c h a r i t a b l e  a c t i v i t i e s .  The committee 
cons idered  recommending enactment of  s p e c i f i c  l e g i s l a t i o n  r e q u i r i n g  
i n s t i t u t i o n s  q u a l i f y i n g  f o r  a c h a r i t a b l e  t a x  exemption t o  a l l o c a t e  
a minimum percen tage  of  f e e s ,  dues ,  dona t ions ,  charges ,  and o t h e r  
income t o  pu re ly  c h a r i t a b l e  a c t i v i t i e s .  The committee, however, 
d i d  n o t  have s u f f i c i e n t  in format ion  on t h e  f i n a n c i a l  s t a t u s  of  
c h a r i t i e s  t o  deve lop  a r ea sonab le  minimum s tandard .  There fore ,  t h e  
committee simply recommends t h a t  a s  a c o n d i t i o n  f o r  o b t a i n i n g  an  
ad valorem t a x  exemption t h e  Tax Commission r e q u i r e  each c h a r i -  
t a b l e  o r g a n i z a t i o n  t o  submit an  annua l  f i n a n c i a l  s t a t emen t  o r  t a x  
r e t u r n  t o  t h e  Commission. The f i n a n c i a l  s t a t emen t  should  c o n t a i n  an 
i t emized  l i s t  o f  expenses i n c l u d i n g  amounts s p e n t  f o r  s t r i c t l y  
c h a r i t a b l e  purposes.  Also,  t h e  committee recommends t h a t  t h e  Tax 
Commission, a f t e r  ana lyz ing  such f i n a n c i a l  s t a t emen t s ,  r e p o r t  back 
t o  t h e  General  Assembly w i t h  s p e c i f i c  recommendations on more spec i -
f i c  s t a n d a r d s  t o  be w r i t t e n  i n t o  law r ega rd ing  c h a r i t a b l e  exemptions. 

Re l iq ious  Exemptions. The committee b e l i e v e s  t h a t  t h e  i n t e n t  
of t h e  exemption f o r  r e l i q i o u s  worship  o u t l i n e d  i n  t h e  C o n s t i t u t i o n  
( ~ r t i c l ex,' S e c t i o n  5) should  be s t r i c t l y  cons t rued .  The Tax Com- 
miss ion c u r r e n t l y  d e n i e s  exemptions f o r  vacan t  l and ,  misce l laneous  
income p rope r ty ,  and o t h e r  misce l laneous  p rope r ty  t h a t  i s  n o t  
d i r e c t l y  involved o r  necessary  t o  t h e  conduct  of r e l i g i o u s  s e r v i c e s .  
The committee s u p p o r t s  t h e  r u l i n g s  of t h e  Commission on t h i s  m a t t e r  
and sugges t s  t h a t  t h e  fo l l owing  c l a r i f y i n g  language be added t a  
Sec t ion  137-2-1 ( 6 ) .  1965 Permanent Supplement t o  C.R.S. 1963: 

( 6 )  P r o p e r t y ,  r e a l  and pe r sona l ,  t h a t  i s  
owned and used s o l e l y  and e x c l u s i v e l y  f o r  r e l i g i -  
ous  worship,  and n o t  f o r  p r i v a t e  o r  c o r p o r a t e  
p r o f i t ,  THE EXEMPTION CONTEMPLATED I N  THIS  SUB-
SECTION SHALL BE LIMITED TO ANY BUILDING OR 
EDIFICE I N  WHICH RELIGIOUS WORSHIP I S  CONDUCTED, 
AND ANY LAND WHICH IS  ESSENTIAL TO MEET ZONING 
STANDARDS AND BUILDING REQUIREMENTS, OR PROVIDE 
PAWING. 

x x i i  



TAX EXEMPT PROPERTY 

A s t u d y  of  t a x  exempt p r o p e r t y  was i n i t i a t e d  i n  t h e  1963-64 
biennium under  a L e g i s l a t i v e  C o u n c i l  Committee on Tax Exempt Prop- 
e r t y .  A t  t h e  d i r e c t i o n  of t h e  committee,  t h e  f i r s t  two y e a r s  were 
devo ted  t o  an  i n v e n t o r y  of  a l l  t a x  exempt p r o p e r t y  i n  Colorado and 
preempted an o p p o r t u n i t y  f o r  t h e  committee t o  spend needed t i m e  t o  
r ev iew p o s s i b l e  changes i n  c o n s t i t u t i o n a l  o r  s t a t u t o r y  p r o v i s i o n s .  

H.J.R. 1024, 1965 s e s s i o n ,  s p e c i f i c a l l y  d i r e c t e d  t h e  commit- 
tee  t o  rev iew p o s s i b l e  c l a r i f i c a t i o n  o r  changes  i n  t h e  c o n s t i t u t i o n  
and s t a t u t e s  r e l a t i n g  t o  t a x  exempt p r o p e r t y ;  needed improvement 
i n  t h e  a d m i n i s t r a t i o n  of  t h e  s t a t u t e s ;  a d  r e v i s i o n  o f  t h e  system 
of  keeping p u b l i c  r e c o r d s  on exemptions h e r e t o f o r e  g r a n t e d ,  a s  w e l l  
a s  c u r r e n t  exemptions.  The Committee on Tax Exempt P r o p e r t y  e s t a b -  
l i s h e d  two phases  f o r  t h e  s t u d y  o f  p r o p e r t y  t a x  exemptions:  
1) t h e  1965 i n t e r i m  s t u d y  p e r i o d  was devo ted  t o  a  r ev iew of  p u b l i c  
p roper ty ;  and 2 )  t h e  committee u t i l i z e d  t h e  1966 i n t e r i m  f o r  a  r e -  
v iew of  p r i v a t e  e d u c a t i o n a l ,  r e l i g i o u s ,  and c h a r i t a b l e  p r o p e r t i e s .  

PROPERTY TAX EXEMPTIONS FOR PUBLIC PROPERTIES 

S i n c e  t h e  a d o p t i o n  o f  Co lo rado ' s  C o n s t i t u t i o n ,  t h e r e  h a s  
been a p r o v i s i o n  exempting p u b l i c  p r o p e r t y  from ad valorem t a x e s ,  

T h i s  p r o v i s i o n  has  remained unchanged s i n c e  enactment  of t h e  Con- 

s t i t u t i o n  and r e a d s  a s  f o l l o w s :  


The p r o p e r t y ,  r e a l  and p e r s o n a l ,  of  t h e  s t a t e ,  
c o u n t i e s ,  c i t i e s ,  towns and o t h e r  m u n i c i p a l  
c o r p o r a t i o n s  and p u b l i c  l i b r a r i e s ,  s h a l l  be 
exempt from t a x a t i o n .  

A r t i c l e  X ,  S e c t i o n  4 ,  Co lo rado  C o n s t i t u t i o n ,  a c c o r d i n g  t o  d e c i -  
s i o n s  of  t h e  Colorado Supreme C o u r t ,  means t h a t  ownership  i s  t h e  
o n l y  f a c t o r  t o  be c o n s i d e r e d  i n  d e t e r m i n i n g  whe the r  p u b l i c  prop- 
e r t y  i s  exempt from p r o p e r t  t a x e s .  For  example, i n  S t e w a r t  v. 
C i t y  and County of Denver ( Y9 2 1 ) ,  70 Colo. 514, t h e  c o u r t  he ld :  

According t o  t h e  e x p r e s s  language of  t h e  
c o n s t i t u t i o n ,  t h e r e  i s  b u t  one c o n d i t i o n  e s s e n -
t i a l  t o  t h e i r  ( t h e  l a n d ' s )  exemption from t a x a -  
t i o n ,  and t h a t  i s  ownership  by t h e  c i t y .  

I n  t h i s  c a s e  t h e  exemption from t a x a t i o n  of  
t h e  p r o p e r t y  of  c i t i e s  i s  s o  c l e a r  and e x p r e s s i v e  
t h a t  t h e r e  would seem t o  be no room f o r  any d o u b t ,  
o r  n e c e s s i t y  of  r e s o r t i n g  t o  any r u l e  of  c o n s t r u c -
t i o n .  The exemption i s  a b s o l u t e ,  and depends upon 
no c o n d i t i o n  b u t  ownership  by t h e  c i t y .  

Thus , the  c o u r t  r u l e d  t h a t  r e g a r d l e s s  of  t h e  u s e  of t h e  p r o p e r t y  
o r  t h e  f a c t  t h a t  t h e  p r o p e r t y  owned by one govermenta l  j u r i s -  
d i c t i o n  i s  l o c a t e d  i n  a n o t h e r  j u r i s d i c t i o n ,  t h e  p r o p e r t i e s  of 
t h e  s t a t e  of Colorado and l o c a l  government j u r i s d i c t i o n s  a r e . t a x  
exempt. 



With r e s p e c t  t o  f e d e r a l  p r o p e r t i e s ,  no mention i s  made i n  
Co lo rado ' s  C o n s t i t u t i o n  of  t h e  exempt s t a t u s  of f e d e r a l  p r o p e r t i e s .  
Colorado'  s Enab l ing  Act ( S e e t i o n  4 )  p rov ides :  

..., and t h a t  no t a x e s  s h a l l  be  imposed by t h e  
s t a t e  on l a n d s  o r  p r o p e r t y  t h e r e i n  be long ing  
t o  o r  which may h e r e a f t e r  be purchased by t h e  
U n i t e d  S t a t e s .  

The impact  of t h i s  b l a n k e t  exemption f o r  f e d e r a l  p r o p e r t i e s  may 
be  minimized by r e c e n t  d e c i s i o n s  of  t h e  Uni ted  S t a t e s  Supreme 
Cour t ,  which w i l l  be d i s c u s s e d  i n  d e t a i l  i n  a l a t e r  s e c t i o n .  

S t a t u t o r y  Exemption of  P u b l i c  P r o p e r t y  

The s t a t u t o r y  p r o v i s i o n  r e l a t i n g  t o  t h e  t a x a t i o n  of p u b l i c  
p r o p e r t y  i s  c o n t a i n e d  i n  S e c t i o n  137-2-1(5) ,  1965 Permanent Cumula- 
t i v e  Supplement t o  C.R.S. 1963. T h i s  s u b s e c t i o n ,  i n  accordance  w i t h  
t h e  c o n s t i t u t i o n ,  exempts: 

( 5 )  P u b l i c  l i b r a r i e s  and t h e  p r o p e r t y ,  r e a l  and 
p e r s o n a l ,  of  t h e  s t a t e  and i t s  p o l i t i c a l  s u b d i v i s i o n s .  

The G e n e r a l  Assembly made an u n s u c c e s s f u l  a t t e m p t  t o  r e q u i r e  
t h e  payment of  f e e s  i n  l i e u  of  t a x e s  on l a n d s  a c q u i r e d  by t h e  Game, 
F i s h ,  and P a r k s  Department i n  1961, by r e q u i r i n g  a  s c h o o l  f e e  equ i -  
v a l e n t  t o  t w e l v e  m i l l s  on such land.  The c o n s t i t u t i o n a l i t y  of  t h e  
f e e s  on game and f i s h  l a n d s  was c o n t e s t e d  f i r s t  i n  t h e  D i s t r i c t  
Cour t  of Denver where it was d e c l a r e d  u n c o n s t i t u t i o n a l ,  and l a t e r  
t h a t  d e c i s i o n  was appea led  t o  t h e  Su reme Cour t  of  Colorado ( ~ a m e
a n d . F i s h  Commission of Colorado v. P F e a s t ,  e t  a l ,  No. 

-
C  e l a n d  N. 

20489, Colorado Supreme C o u r t ) .  I n  p a r t ,  t h e  c o u r t  h e l d :  

"We a r e  n o t  impressed  -- n o r  shou ld  we be -- by t h e  f a c t  
t h a t  t h e  l e v v  i s  l a b e l e d  by t h e  l e s i s l a t u r e  a s  a ' s c h o o l  f e e '  
r a t h e r  t h a n  a s c h o o l  t a x .  ' s e e  wa lge r  v. Bedford ,  9 3  Colo. 400, 
26 P. 2d 1051 (1933) .  I n  n e a r l y  a l l  r e s p e c t s  t h i s  s e c t i o n  l e v i e s  
a t a x  on s t a t e - ~ a m e  and F i s h  commission p r o p e r t y  i d e n t i c a l  w i t h  
t h e  t a x  l e v i e d  i n  each a f f e c t e d  s c h o o l  d i s t r i c t  on p r i v a t e  prop- 
e r t y .  T h e r e f o r e ,  we a r e  i n  accord  w i t h  t h e  t r i a l  c o u r t ' s  s t a t e -
ment where in  it s a i d :  

I n  o u r  o p i n i o n ,  t h e  l e g i s l a t i o n  i s  an a t t e m p t  
by t h e  l e g i s l a t u r e  t o  do i n d i r e c t l y  what canno t  
be done d i r e c t l y .  I t  seems a p p a r e n t  t h a t  t h e  
proposed f e e s  a r e  t o  r e p l a c e  t h e  t a x e s  t h a t  had 
been a i d  by t h e  i n d i v i d u a l s  who owned t h e  prop- 
e r t y  E e f o r e  it was acqured by t h e  Game and F i s h  
Commission. The f e e s ,  a s  shown above, a r e  com-
puted on an assessment  based on t h e  v a l u e  of t h e  
p r o p e r t y .  The s t a t u t e s  c o n t a i n  no e lement  of 
r e g u l a t i o n  o r  r e s t r a i n t  p e r t a i n i n g  t o  game and 
f i s h  laws whereby it  cou ld  be argued t h a t  t h e y  
a r e  an e x c i s e  f e e  o r  t a x .  The l e g i s l a t i o n ,  i n  



o u r  o p i n i o n ,  i s  f o r  t h e  pr imary  purpose  
o f  r a i s i n g  revenue.  When t h i s  i s  t h e  c a s e ,  
t h e  f e e  l o s e s  i t s  c h a r a c t e r ,  a s  such ,  and 
becomes a  t a x  f o r  revenue,  Although,  t h e  
l e g i s l a t u r e  u s e s  t h e  word ' f e e s , '  t h e  l a n -  
guage of t h e  l e g i s l a t u r e  i n  denominat ing  
t h e  n a t u r e  of a t a x  o r  f e e  t o  be a s s e s s e d  
i s  n o t  d e t e r m i n a t i v e  of i t s  c h a r a c t e r .  I n  
o u r  o p i n i o n ,  t h e  f e e  b e i n g  computed on an 
assessment  based on v a l u a t i o n  i s  a  t a x  and 
i s  i n  v i o l a t i o n  of  A r t i c l e  10 ,  S e c t i o n  4 
o f  t h e  S t a t e  C o n s t i t u t i o n . "  

C o n s t i t u t i o n a l  P r o v i s i o n s  i n  O t h e r  S t a t e s  

The exemption of p u b l i c  p r o p e r t i e s  from t a x a t i o n  under  
Co lorado ' s  C o n s t i t u t i o n  i s  t y p i c a l  of t h e  p r o v i s i o n  of  t h e  con-
s t i t u t i o n s  o f  a t  l e a s t  1 7  o t h e r  s t a t e s  -- Arizona,  Arkansas,  Idaho,  
Kansas, Kentucky, L o u i s i a n a ,  M i s s i s s i p p i ,  Mi ' ssour i ,  Montana, Neb-
r a s k a ,  New Mexico, North C a r o l i n a ,  North Dakota, Oklahoma, Utah,  
V i r g i n i a ,  and Washington. The r e m a i n i n g  s t a t e  c o n s t i t u t i o n s  
a p p e a r  t o  be more s t r i c t  i n  a l l o w i n g  p r o p e r t y  t a x  exemptions f o r  
p u b l i c  p r o p e r t i e s .  Some s t a t e s  -- Tennessee ,  Texas ,  Sou th  Caro- 
l i n a ,  and Wyoming -- l i m i t  p r o p e r t y  t a x  exemptions t o  p r o p e r t y  
used f o r  a  ~ q o v e r n m e n t a l ~purpose.  A d i s t i n c t i o n  between a "pro-
p r i e t a r y "  purpose  and a '  "governmenta lN purppse  i s  o u t l i n e d  i n  a 
Wyoming Supreme Cour t  Case -- Town of P ine  B l u f f s  v. S t a t e  Board 
of  E q u a l i z a t i o n  ( 1 9 5 8 ) ,  333 P.2nd 700. f h e ' c o u r t  h e l d  t h a t  t h e  
s a l e  of e l e c t r i c i t y  by a  m u n i c i p a l i t y  t h r o u g h  a  m u n i c i p a l l y  owned 
e l e c t r i c  p l a n t  i s  a p r o p r i e t a r y  and n o t  a governmenta l  f u n c t i o n ,  
A t a x  exemption f o r  a  m u n i c i p a l  e l e c t r i c  p l a n t  i n  Wyoming was 
d e n i e d  on t h e  b a s i s  of t h i s  r u l i n g  by t h e  Wyoming c m r t ,  

The Wyoming C o n s t i t u t i o n  ( ~ r t i c l e  15, S e c t i o n  1 2 )  p rov ides :  

Exemptions from t a x a t i o n .  The p r o p e r t y  of 
t h e  Uni ted  S t a t e s ,  t h e  s t a t e ,  c o u n t i e s ,  c i t i e s ,  
towns,  s c h o o l  d i s t r i c t s  and m u n i c i p a l  co rpora -  
t i o n s  when used p r i m a r i l y  f o r  a governmenta l  
purpose ,  and p u b l i c  l i b r a r i e s ,  l o t s  w i t h  t h e  
b u i l d i n g s  t h e r e o n  used e x c l u s i v e l y  f o r  r e l i -  
g i o u s  worsh ip ,  church  pa r sonages ,  church  s c h o o l s ,  
and p u b l i c  c e m e t e r i e s ,  s h a l l  be exempt from 
t a x a t i o n  and such o t h e r  p r o p e r t y  a s  t h e  l e g i s -  
l a t u r e  may by g e n e r a l  law provide .  

The f o l l o w i n g  s t a t e m e n t  s h a l l  be e n c l o s e d  
i n  t h e  f o r e g o i n g  proposed amendment by t h e  
s e c r e t a r y  o f  t h e  S t a t e  of  Wyoming: 

T h i s  proposed amendment t o  t h e  C o n s t i t u -  
t i o n  of t h e  S t a t e  of  Wyoming a l l o w s  p r o p e r t y  



of t h e  F e d e r a l ,  S t a t e  and p o l i t i c a l  sub- 
d i v i s i o n s  t h e r e o f ,  t o  be  s u b j e c t  t o  t a x a -  
t i o n  i n  t h e  e v e n t  t h a t  such p r o p e r t y  i s  
b e i n g  used f o r  purposes  o t h e r  t h a n  govern- 
men ta l ,  i n  o r d e r  t h a t  nongovernmental  a c t -  
i v i t i e s  upon governmenta l  l a n d s  can b e a r  
t h e i r  f a i r  s h a r e  of t h e  t a x  burden w i t h i n  
t h i s  s t a t e .  

The c o n s t i t u t i o n s  of t h e  s t a t e s  of  C a l i f o r n i a  and Sou th  
Dakota pe rmi t  l i m i t e d  t a x a t i o n  o f  p u b l i c  p r o p e r t i e s  under  spe-  
c i a l  c i r cumstances .  A r t i c l e  X I I I ,  S e c t i o n  1, C a l i f o r n i a  Con- 
s t i t u t i o n  p rov ides :  

...and f u r t h e r  p rov ided ,  t h a t  p r o p e r t y  used  
f o r  f r e e  p u b l i c  l i b r a r i e s  and f r e e  museums, grow-
i n g  c r o p s ,  p r o p e r t y  used e x c l u s i v e l y  f o r  p u b l i c  
s c h o o l s ,  and such a s  may be long  t o  t h i s  S t a t e ,  
o r  t o  any coun ty ,  c i t y  and c o u n t y ,  o r  m u n i c i p a l  
c o r p o r a t i o n  w i t h i n  t h i s  S t a t e  s h a l l  be exempt 
from t a x a t i o n ,  e x c e p t  such  l a n d s  and t h e  improve- 
ments t h e r e o n  l o c a t e d  o u t s i d e  o f  t h e  coun ty ,  c i t y
and c o u n t y , o r  m u n i c i p a l  c o r p o r a t i o n  owning 
same a s  were s u b j e c t  t o  t a x a t i o n  a t  t h e  t i m e  of 
t h e  a c q u i s i t i o n  of  t h e  same by s a i d  coun ty ,  
c i t y  and coun ty ,  o r  m u n i c i p a l  c o r p o r a t i o n ;  pro-
v i d e d ,  t h a t  no improvements of  any c h a r a c t e r  
wha tever  c o n s t r u c t e d  by any coun ty ,  c i t y  and 
coun ty ,  o r  m u n i c i p a l  c o r p o r a t i o n  s h a l l  be sub- 
j e c t  t o  t a x a t i o n .  A l l  l a n d s  o r  improvements 
t h e r e o n ,  b e l o n g i n g  t o  any coun ty ,  c i t y  and coun ty ,  
o r  m u n i c i p a l  c o r p o r a t i o n ,  n o t  exempt from t a x a -  
t i o n ,  s h a l l  be a s s e s s e d  by t h e  a s s e s s o r  of t h e  
coun ty ,  c i t y  and c o u n t y , o r  m u n i c i p a l  c o r p o r a t i o n  
i n  which s a i d  l a n d s  o r  improvements a r e  l o c a t e d ,  
and s a i d  assessment  s h a l l  be s u b j e c t  t o  r ev iew 
e q u a l i z a t i o n  and a d j u s t m e n t  by t h e  S t a t e  Board of 
E q u a l i z a t i o n  ... 

The a p p a r e n t  purpose  of  t h e  a fo rement ioned  p r o v i s i o n  i s  t o  
s a f e g u a r d  t h e  t a x  revenue o f  s m a l l  c o u n t i e s  i n  which l a r g e  munici- 
p a l  c o r p o r a t i o n s  purchase  e x t e n s i v e  h o l d i n g s ,  and which,  e x c e p t  
f o r  t h e  p r o v i s i o n ,  would be exempt from l o c a l  t a x a t i o n .  

On t h e  o t h e r  hand, t h e  Sou th  Dakota C o n s t i t u t i o n  ( ~ r t i c l e  
X I ,  S e c t i o n  5 )  p r o v i d e s  t h a t :  

The p r o p e r t y  of t h e  Uni ted  S t a t e s  and of  t h e  
s t a t e ,  county  and m u n i c i p a l  c o r p o r a t i o n s ,  b o t h  
r e a l  and p e r s o n a l ,  s h a l l  be exempt from t a x a t i o n ,  
p rov ided ,  however,  t h a t  a l l  s t a t e  owned l a n d s  ac-
q u i r e d  under  t h e  p r o v i s i o n s  of t h e  r u r a l  c r e d i t  
a c t  may be t a x e d  by t h e  l o c a l  t a x i n g  d i s t r i c t s  f o r  
coun ty ,  townsh ip  and s c h o o l  purposes ,  and a l l  s t a t e  
owned l a n d s ,  known a s  p u b l i c  s h o o t i n g  a r e a s ,  ac-
q u i r e d  under  t h e  p r o v i s i o n s  of S e c t i o n  25.0106 



SDC 1939 and a c t s  amendatory t h e r e t o ,  may 
b e  t a x e d  by t h e  l o c a l  t a x i n g  d i s t r i c t s  f o r  
c o u n t y ,  townsh ip  and s c h o o l  purposes  i n  such 
manner a s  t h e  L e g i s l a t u r e  may provide .  

Minnesota1s C o n s t i t u t i o n  ( A r t i c l e  9, S e c t i o n  1) a u t h o r i z e s  
munic ipa l  c o r p o r a t i o n s  t o  l e v y  and c o l l e c t  a s sessments  f o r  l o c a l  
improvements upon p r o p e r t y  b e n e f i t e d  w i t h o u t  r e g a r d  t o  a  c a s h  
v a l u a t i o n  of  t h e  p r o p e r t y .  I n  p a r t i c u l a r ,  t h e  c o n s t i t u t i o n  pro- 
v i d e s  f o r  t h e  assessment  o f  p u b l i c  p r o p e r t y ,  p a r t i c u l a r l y  s t a t e  
l a n d s ,  f o r  b e n e f i t s  r e c e i v e d  from t h e  c o n s t r u c t i o n  of  t r u n k  h igh-  
ways. 

The c o n s t i t u t i o n s  of  t h e  s t a t e s  o f  Alaska ,  Delaware, F l o r -
i d a ,  Georg ia ,  I l l i n o i s ,  I n d i a n a ,  Ohio, Pennsy lvan ia ,  and West V i r -
g i n i a  s t a t e  t h a t  p u b l i c  p r o p e r t i e s  may be exempt from t a x a t i o n .  
I n  t h e s e  s t a t e s ,  t h e  l e g i s l a t u r e s  have t h e  power t o  r e q u i r e  t h e  
c o l l e c t i o n  of t a x e s  on c e r t a i n  t y p e s  of p u b l i c  p r o p e r t i e s .  An 
example of a s t a t e  c o n s t i t u t i o n a l  p r o v i s i o n  i n  t h i s  c a t e g o r y  i s  
Alaska ( A r t i c l e  I X ,  S e c t i o n s  4 and 5) :  

Exem t i o n s .  The r e a l  ' and  p e r s o n a l  p r o p e r t y  ++----of  t h e  t a t e  o r  i t s  p o l i t i c a l  s u b d i v i s i o n s  s h a l l  
be  exempt from t a x a t i o n  under  c o n d i t i o n s  and 
e x c e p t i o n s  which may be p rov ided  by law. A l l ,  
o r  any p o r t i o n  o f ,  p r o p e r t y  used  e x c l u s i v e l y  
f o r  n o n - p r o f i t  r e l i g i o u s ,  c h a r i t a b l e ,  cemetery ,  
o r  e d u c a t i o n a l  p u r p o s e s ,  a s  d e f i n e d  by law, s h a l l  
be  exempt from t a x a t i o n .  O t h e r  exemptions of 
l i k e  o r  d i f f e r e n t  k ind  may be g r a n t e d  by g e n e r a l  
law. A l l  v a l i d  e x i s t i n g  exemptions s h a l l  be 
r e t a i n e d  u n t i l  o t h e r w i s e  p rov ided  by law. 

The remain ing  s t a t e  c o n s t i t u t i o n s  make no mention o f  t a x  ex-
empt ions  f o r  p u b l i c  c o r p o r a t i o n s  w i t h  t h e  r e s u l t  t h a t  t h e  s t a t e  l e g -  
i s l a t u r e s  i n  t h e s e  s t a t e s  may, o r  may n o t ,  p r o v i d e  f o r  t h e  exemp- 
t i o n  of p u b l i c  p r o p e r t i e s  from t a x a t i o n  -- Alabama, C o n n e c t i c u t ,  
Hawai i ,  Iowa, Maine, Maryland, M a s s a c h u s e t t s ,  Michigan,  Nevada, New 
Hampshire,  New J e r s e y ,  New York, Rhode I s l a n d ,  Oregon, Vermont, and 
Wisconsin. 

T a x a t i o n  of  Leasehold  I n t e r e s t s  

A few o t h e r  s t a t e s  have  e n a c t e d  l e g i s l a t i o n  t o  pe rmi t  t h e  
t a x a t i o n  of  l e a s e h o l d  i n t e r e s t s  i n  u b l i c  p r o p e r t i e s .  The Alaska 
C o n s t i t u t i o n  ( ~ r t i c l eI X ,  S e c t i o n  5P s p e c i f i c a l l y  p r o v i d e s  f o r  th 
t a x a t i o n  of l e a s e h o l d  i n t e r e s t s :  

Sec. 5. I n t e r e s t s  i n  qovernment p r o p e r t y .  P r i v a t e  
l e a s e h o l d s ,  c o n t r a c t s ,  o r  i n t e r e s t s  i n  land'  o r  prop- 
e r t y  owned o r  h e l d  by t h e  U n i t e d  S t a t e s ,  t h e  S t a t e ,  
o r  i t s  p o l i t i c a l  s u b d i v i s i o n s ,  s h a l l  be  t a x a b l e  t o  
t h e  e x t e n t  o f  t h e  i n t e r e s t s .  



The Michigan l e g i s l a t u r e  adopted  P u b l i c  Act No, 189 i n  
1953, p r o v i d i n g  f o r  a t a x  on t h e  l e a s e h o l d  i n t e re s t  of  p r d p e r t y  
exempt from t a x a t i o n .  T h i s  a c t  i n c l u d e d  a  r equ i rement  f o r  t a x i n g  
t h e  l e a s e h o l d  i n t e r e s t  of f e d e r a l  p r o p e r t y ,  P u b l i c  Act No. 189, 
1953 s e s s i o n ,  a s  amended by P u b l i c  Act No. 226, Laws of  1962, f o l -  
lows t 

211.181 T a x a t i o n  of l e s s e e s  and u s e r s  of  
tax-exempt p r o p e r t y  -- e x c e p t i o n s ,  

S e c t i o n  1. When any r e a l  p r o p e r t y  which 
f o r  any r e a s o n  i s  exempt from t a x a t i o n  i s  
l e a s e d ,  l o a n e d ,  o r  o t h e r w i s e  made a v a i l a b l e  
t o  and used by a p r i v a t e  i n d i v i d u a l ,  a s s o c i a -
t i o n ,  o r  c o r p o r a t i o n  i n  c o n n e c t i o n  w i t h  a bus-
i n e s s  conducted  f o r  p r o f i t ,  e x c e p t  where t h e  
u s e  i s  by way of  a  c o n c e s s i o n  i n  o r  r e l a t i v e  
t o  t h e  u s e  of  a p u b l i c  a i r p o r t ,  p a r k ,  market ,  
f a i r  ground,  o r  s i m i l a r  p r o p e r t y  which i s  
a v a i l a b l e  t o  t h e  ..use of the g e n e r a l  p u b l i c ,  
t h e  l e s s e e s  o r  u s e r s  t h e r e o f  s h a l l  be s u b j e c t  
t o  t a x a t i o n  i n  t h e  same amount and t o  t h e  same 
e x t e n t  a s  though t h e  l e s s e e  o r  u s e r  were t h e  
owner of such p r o p e r t y .  The f o r e g o i n g  s h a l l  
n o t  a p p l y  t o  f e d e r a l  p r o p e r t y  f o r  which pay- 
ments  a r e  made i n  l i e u  of t a x e s  i n  amounts 
e q u i v a l e n t  t o  t a x e s  which might  o t h e r w i s e  
be l a w f u l l y  a s s e s s e d  o r  p r o p e r t y  of  any s t a t e -  
s u p p o r t e d  e d u c a t i o n a l  i n s t i t u t i o n  n o r  t o  any 
s u r p l u s  highway p r o p e r t y  l o c a t e d  i n  a c i t y  of 
1 ,000 ,000  o r  more l e a s e d  p r i o r  t o  June 1 0 ,  1953,  
by t h e  s t a t e  highway commissioner  o r  h i s  d e s i g -  
n a t e d  a g e n t  where t h e  o r i g i n a l  l e a s e  o r  i t s  r e -
newal d i d  n o t  p r o v i d e  f o r  t h e  payment of such 
t a x  by e i t h e r  p a r t y  t o  t h e  l e a s e ,  and where no 
a d j u s t m e n t  of t h e  r e n t a l  p r i c e  f o r  t h e  l a n d  was 
made i n  r e c o g n i t i o n  of  t h e  p r o v i s i o n s  of t h e  a c t .  

211.182 Assessment and c o l l e c t i o n  -- a c t i o n  
of  a s sumps i t .  

S e c t i o n  2. Taxes s h a l l  be a s s e s s e d  t o  such 
l e s s e e s  o r  u s e r s  of  r e a l  p r o p e r t y  and c o l l e c t e d  
i n  t h e  same manner a s  t a x e s  a s s e s s e d  t o  owners 
of  r e a l  p r o p e r t y  e x c e p t  t h a t  such t a x e s  s h a l l  n o t  
become a l i e n  a g a i n s t  t h e  p r o p e r t y .  When due ,  
such t a x e s  s h a l l  c o n s t i t u t e  a  d e b t  due from t h e  
l e s s e e  o r  u s e r  t o  t h e  township ,  c i t y ,  v i l l a g e ,  county  
coun ty ,  and s c h o o l  d i s t r i c t  f o r  which t h e  t a x e s  were 
were a s s e s s e d  and s h a l l  be recovered  by d i r e c t  
a c t i o n  of  a s s u m p s i t .  



The U n i t e d  S t a t e s  Supreme Cour t  i n  a s e r i e s  of c a s e s  handed 
down i n  1958 upheld  t h e  c o n s t i t u t i o n a l i t y  of  t h e  Michigan a c t  pro-' 
v i d i n a  f o r  t h e  t a x a t i o n  of  l e a s e h o l d  i n t e r e s t s  i n  f e d e r a l  ~ r o ~ e r t v .  
I n  ciiy of D e t r o i t  v. Murray C o r p o r a t i o n  ( 1 9 5 8 ) ,  355 U.S. 458; t h e -
c o u r t  h e l d ,  i n  p a r t ,  t h a t  '@...We s e e  no e s s e n t i a l  d i f f e r e n c e  s o  
f a r  a s  c o n s t i t u t i o n a l  t a x  immunity i s  concerned between t a x i n g  a 
pe r son  f o r  u s i n g  p r o p e r t y  h e  p o s s e s s e s  and t a x i n g  him f o r  possess -  
i n g  ~ r o ~ e r t y ' h e  u s e s  when i n  b o t h  i n s t a n c e s  h e  u s e s  t h e  p r o p e r t y  
f o r  h i s  own p r i v a t e  ends..." The c o u r t  made t h i s  d i s t i n c t i o n  even 
though t h e  law does  n o t  s p e c i f i c a l l y  p rov ide  t h a t  t h e  person o r  
l e s s e e  i n  p o s s e s s i o n  of  t h e  p r o p e r t y  i s  " t a x e d  f o r  t h e  p r i v i l e g e  
of  u s i n g  o r  p o s s e s s i n g n  t h e  p r o p e r t y .  

The Supreme Cour t  a l s o  h e l d  t h a t :  

There  i s  no c l a i m  t h a t  t h e  c h a l l e n g e d  t a x e s  
d i s c r i m i n a t e  a g a i n s t  pe r sons  h o l d i n g  government 
p r o p e r t y .  To t h e  c o n t r a r y  t h e  t a x  i s  a g e n e r a l  
t a x  which a p p l i e s  and h a s  been a p p l i e d  th rough-  
o u t  t h e  S t a t e .  I f  any th inq  t h e  economic burden 
on t h e  Uni ted  S t a t e s  i s  more remote  and l e s s  c e r -
t a i n  t h a n  i n  o t h e r  c a s e s  where t h i s  Cour t  h a s  
upheld  t a x e s  on p r i v a t e  p a r t i e s .  Of c o u r s e  t h e  
Government w i l l  e v e n t u a l l y  f e e l  t h e  f i n a n c i a l  
burden of  a t  l e a s t  some of t h e  t a x  b u t  t h e  one 
p r i n c i p l e  i n  t h i s  a r e a  which h a s  h e r e t o f o r e  been 
c l e a r l y  s e t t l e d  i s  t h a t  t h e  i m p o s i t i o n  of  an i n -
c r e a s e d  f i n a n c i a l  burden on t h e  government does  
n o t  by i t s e l f  i n v a l i d a t e  a s t a t e  t a x .  ... s t a t e  
l a w  s p e c i f i c a l l y  a u t h o r i z e s  a s sessment  a g a i n s t  
t h e  person i n  p o s s e s s i o n .  And t h e  t a x i n g  a u t h -  
o r i t i e s  were c a r e f u l  n o t  t o  a t t e m p t  t o  t a x  t h e  
Government 's i n t e r e s t  i n  t h e  p r o p e r t y .  

I n  g e n e r a l ,  t h e  U.S. Supreme Cour t  h a s  t a k e n  t h e  p o s i t i o n  
t h a t  a s t a t e  may t a x  t h e  p r i v a t e  u s e  o f  p u b l i c  p r o e r t y  a s  l o n g  a s  
t h e  s t a t e  i s  c a r e f u l  n o t  t o  t a x  t h e  government 's  i n t e r e s t  i n  t h e  
p roper ty .  

On t h e  b a s i s  of t h i s  d e c i s i o n ,  pe rhaps  it would be  f e a s -  
i b l e  f o r  t h e  Colorado G e n e r a l  Assembly t o  l e v y  an e n t i r e l y  new 
t a x  on t h e  u s e  o f  p u b l i c  p r o p e r t y .  A s  p r e v i o u s l y  mentioned,  t h e  
Colorado Supreme Cour t  h e l d  t h a t  t h e  o n l y  c o n d i t i o n  f o r  t h e  ex-
emption o f  s t a t e ,  coun ty ,  and m u n i c i p a l  l a n d s  from t a x a t i o n  i s  
ownership. However, t h i s  d e c i s i o n  i s  based on t a x a t i o n  of  proper-
t y  and n o t  on a concep t  of  a t a x  on nuse .n  Of c o u r s e ,  a q u e s t i o n  
remains  a s  t o  whe the r  t h e  c o u r t  would h o l d  t h a t  a t a x  on '@usen i s  
a  mere s u b t e r f u g e  and a c t u a l l y  i s  an a t t e m p t  t o  t a x  t h e  p r o p e r t y  
o f  t h e  s t a t e ,  coun ty ,  o r  towns. T h i s  l a t t e r  argument may, however, 
be  minimized by t h e  r e c e n t  d e c i s i o n s  o f  t h e  U.S. Supreme Court .  

Proposed C o n s t i t u t i o n a l  Amendment f o r  Colorado 

A proposed C o n s t i t u t i o n a l  amendment was i n t r o d u c e d  i n  t h e  



Colorado House of R e p r e s e n t a t i v e s  d u r i n g  the  1964 session t o  per-
m i t  t h e  G e n e r a l  Assembly t o  l e v y  f e e s  i n  l i e u  of t a x e s  on s t a t e  
and l o c a l  government p r o p e c t i e s .  The r e s o l u t i o n  (H.c.R. No. 1011) 
was adopted  by t h e  House and s u b s e q u e n t l y  amended by t h e  Sena te .  
However, t h e  amended r e s o l u t i o n  d i d  n o t  r e c e i v e  t h e  n e c e s s a r y  two- 
t h i r d s  v o t e  of  a l l  members of  t h e  House. The v o t e  i n  t h e  House on 
f i n a l  passage  of t h e  r e s o l u t i o n  was 4 1  ayes  and 20 noes ,  w i t h  f o u r  
a b s e n t  members. 

A copy of t h e  proposed amendment t o  A r t i c l e  X, S e c t i o n  4 ,  
Colorado C o n s t i t u t i o n ,  a s  o u t l i n e d  i n  H.C.R. No. 1011 f o l l o w s :  

S e c t i o n  4. P u b l i c  p r o p e r t y  exempt - excep t .  

The p r o p e r t y ,  r e a l  and p e r s o n a l ,  of t h e  s t a t e ,  
c o u n t i e s ,  c i t i e s ,  towns,  and o t h e r  m u n i c i p a l  
AND QUASI-MUNICIPAL c o r p o r a t i o n s ,  and p u b l i c  
l i b r a r i e s  s h a l l  be exempt from t a x a t i o n ,  PROVIDED, 
THAT THE GENERAL ASSEMBLY MAY PROVIDE BY LAW FOR 
THE MAKING OF PAYMENTS IN LIEU OF TAXES WITH RE-
SPECT TO ANY SUCH PROPERTY. 

P u b l i c  Hearinq.  A p u b l i c  h e a r i n g  was h e l d  on J u l y  26, 1965, 
by t h e  Committee on Tax Exempt P r o p e r t y  t o  r ev iew t h e  m e r i t s  of 
t h e  p r e s e n t  p r o p e r t y  t a x  exemption f o r  p u b l i c  p r o p e r t y ,  a s  w e l l  
a s  t o  c o n s i d e r  p ros  and cons of  amending S e c t i o n  4 of  ~ r t i c l e  X. 
The committee h e a r i n g  on t a x  exemptions f o r  p u b l i c  p r o p e r t i e s  
r evo lved  around t h r e e  b a s i c  q u e s t  i o n s  : 

1) Should a c t i v i t i e s  of  government competing w i t h  p r i v a t e  
i n d u s t r y  s u p p o r t  t h e  p r o p e r t y  t a x  base  of o t h e r  u n i t s  of govern-
ment i n  t h e  t a x i n g  j u r i s d i c t i o n ?  I n  o t h e r  words, shou ld  a muni-
c i p a l  e l e c t r i c  power company competing w i t h  p r i v a t e  power com-
p a n i e s  pay p r o p e r t y  t a x e s  t o  s c h o o l s  and c o u n t i e s  i n  t h e  same 
manner r e q u i r e d  of t h e  p r i v a t e  power company3 

2 )  Should  a governmenta l  u n i t  owning p r o p e r t y  i n  a n o t h e r  
t a x i n g  j u r i s d i c t i o n  pay p r o p e r t y  t a x e s  t o  t h e  t a x i n g  j u r i s d i c t i o n  
i n  which t h e  p r o p e r t y  i s  l o c a t e d ?  I n  such i n s t a n c e s ,  i s  t h e  pay- 
ment of a  p r o p e r t y  t a x  by a governmental  u n i t  t o  a n o t h e r  govern- 
men ta l  u n i t  j u s t i f i e d  because  of t h e  e r o s i o n  of t h e  p r o p e r t v  t a x  
base  of t h e  t a x i n g  j u r i s d i c t i o n ?  For example, if 2 c i t y . a t t e m p t s  t o  
p rov ide  r e c r e a t i o n a l  s e r v i c e s  f o r  i t s  c i t i z e n s  and removes a l a r g e  
t r a c t  of l a n d  from t h e  t a x  base  of  a s m a l l  r u r a l  county ,  should  
t h e  c i t y  c o n t r i b u t e  t o  t h e  t a x  base  of  t h e  county  t o  compensate 
f o r  l o s s  i n  r evenues?  

3 )  I n  t h e  e v e n t  governmenta l  p r o p e r t y  i s  l e a s e d  t o  p r i v a t e  
i n d u s t r y ,  shou ld  a  t a x  be l e v i e d  a g a i n s t  t h e  l e a s e h o l d  i n t e r e s t ?  
S i n c e  u t i l i z a t i o n  of  p u b l i c  p r o p e r t y  d e r i v e s  a p r o f i t  t o  a p r i v a t e  
l e s s e e ,  shou ld  t h i s  i n t e r e s t  i n  t h e  use  of  p u b l i c  p r o p e r t y  be 
t a x e d  i n  a  manner s i m i l a r  t o  t h a t  i f  t h e  l e s s e e  a c t u a l l y  were t h e  
owner of  t h e  p r o p e r t y ?  



Arguments S u p p o r t i n q  T a x a t i o n  of C e r t a i n  P u b l i c  P r o p e r t i e s .  
A t  t h e  p u b l i c  h e a r i n g  o n J u l y  26 a number of s u g g e s t i o n s  were made 
w i t h  r e s p e c t  t o  t h e  t a x a t i o n - o f  p u b l i c  p roper ty .  

1) It was p o i n t e d  o u t  t h a t  t h e  p r e s e n t  t r e n d s  c a l l  f o r  con- 
t i n u e d  expans ion  of q u a s i - p u b l i c  f u n c t i o n s  o r  a c t i v i e s  t h a t  no 
l o n g e r  a r e  p u r e l y  governmenta l  i n  n a t u r e ;  f o r  i n s t a n c e ,  a  s i z e a b l e  
number of  m u n i c i p a l i t i e s  m a i n t a i n  t h e i r  own e l e c t r i c  power s e r v i c e s .  
R e c e n t l y ,  a bond i s s u e  p r o v i d i n g  f o r  a i r p o r t  f a c i l i t i e s  and a 
t r a i n i n g  c e n t e r  f o r  a i r  l i n e s  p e r s o n n e l  was i n s t 1 , t u t e d  i n  Denver. 
S e r v i c e s  of f i r e ,  p o l i c e ,  sewage, e t c . ,  must be provided t o  a l l  of 
t h e s e  f a c i l i t i e s .  

2 )  Large f e d e r a l  l a n d  h o l d i n g s  i n  Colorado l i m i t  t h e  t a x  
base  of many r u r a l  c o u n t i e s ,  s u g g e s t i n g  t h a t  f u r t h e r  l o s s  of t a x -
a b l e  p r o p e r t y  i n  t h e s e  a r e a s  t h r o u g h  t h e  a c q u i s i t i o n  of t a x  exempt 
p r o p e r t y  m a g n i f i e s  t h e  burden of i n d i v i d u a l  exemptions. Acquis i -
t i o n  of  l a n d s  t o  o b t a i n  w a t e r  r i g h t s  f o r  c i t i e s ,  f o r  example, e r o d e s  
t h e  t a x  b a s e  of  a number of  r u r a l  c o u n t i e s .  M r .  Frank S t e l j e s ,  
Park County A s s e s s o r ,  p o i n t e d  o u t  t h a t  approx imate ly  6 0  p e r  c e n t  
of t h e  l a n d  i n  Park  County i s  t a x  exempt. The Denver Water Board 
has  a c q u i r e d  a  t o t a l  of 18,000 a c r e s  of l a n d  i n  t h i s  coun ty ,  whi le  
t h e  Colorado S p r i n g s  Water Department owns approx imate ly  317 a c r e s  
i n  t h e  county.  

3 )  The committee a l s o  was u rged  t o  c o n s i d e r  t h a t  t h e  burden 
of s u p p o r t  f o r  t h e  e r o s i o n  of  t h e  t a x  base  of a coun ty  t h r o u g h  t h e  
a c q u i s i t i o n  of  p r o p e r t i e s  by c i t i e s  l o c a t e d  o u t s i d e  t h e  coun ty  
shou ld  be borne  by t h e  r e c i p i e n t s  of  t h e  b e n e f i t s  and n o t  t h e  prop- 
e r t y  owners of communities i n  which t h e  p r o p e r t y  i s  a c q u i r e d  f o r  
governmenta l  programs. The demand of m e t r o p l i t a n  communities f o r  
r e c r e a t i o n a l  f a c i l i t i e s ,  w a t e r ,  e t c . ,  i n  r u r a l  a r e a s  of  t h e  s t a t e  
i s  i n  c o n f l i c t  w i t h  i n t e r e s t s  of r u r a l  p r o p e r t y  owners. I f  t a x a b l e  
l a n d  u t i l i z e d  f o r  r anch  purposes  i s  purchased by a governmental  
agency f o r  r e c r e a t i o n ,  t h e  l a n d  i s  removed from t h e  t a x  r o l l s .  A l -
though t h e  t a x  b a s e  of t h e  coun ty  d e c r e a s e s  a s  a r e s u l t  of  t h e  t a x  
exemption,  l o c a l  s e r v i c e s  and governmenta l  expenses  o f t e n  do n o t  
d e c r e a s e  i n  p r o p o r t i o n  t o  t h e  reduct ion  i n  t h e  t a x  b a s e ,  s u g g e s t i n g  
t h e  need f o r  payments i n  l i e u  of t a x e s  on p r o p e r t y  removed from t h e  
t a x  r o l l s .  I n  o t h e r  words,  t h e  community a c q u i r i n g  t h e  p r o p e r t y  
b e n e f i t s  from t h e  t a x  exempt ion ,  b u t  i n  s o  d o i n g ,  a  burden i s  p laced  
on t h e  e x i s t i n g  community t o  m a i n t a i n  p o l i c e ,  f i r e ,  and o t h e r  s e r -
v i c e s  f o r  t h e  exempt p r o p e r t y .  

4 )  The t a x  exempt s t a t u s  f o r  p u b l i c  p r o p e r t y  used  f o r  so- 
c a l l e d  p r o p r i e t a r y  purposes  such a s  e l e c t r i c  power, t r a n s p o r t a t i o n ,  
p r o p e r t y  l e a s e d  f o r  p r i v a t e  o r  commercial u s e ,  e t c . ,  p l a c e s  s i m i -
l a r  a c t i v i t i e s  of p r i v a t e  i n d u s t r y  under  a s e r i o u s  economic d i s a d -  
vantage .  Tax exempt ions  f o r  quas i -governmenta l  f u n c t i o n s  t h e r e f o r e  
shou ld  be  c u r t a i l e d .  

5 )  I s  t h e r e  a r e a l  d i s t i n c t i o n  between g8useM of  p r q p e r t y  
and " u s e  coup led  w i t h  ownership?" I n  t h e  e v e n t  a commercial e n t e r -
p r i s e  d e r i v e s  a p r o f i t  t h r o u g h  t h e  u s e  of  p u b l i c  p r o p e r t y ,  a t a x  
exemption on t h e  p r o p e r t y  o r  t h e  u s e  of  t h e  p r o p e r t y  would appear  



t o  provide  a  t a x  advantage t o  t h i s  p a r t i c u l a r  i ndus t ry ,  The U,S. 
Supreme Court  recognizes  and upholds t h i s  concept  t h a t  a  t a x  on 
t h e  use  of p u b l i c  p rope r ty  l e v i e d  a g a i n s t  t h e  l e s s e e  of t h e  prop- 
e r t y  and no t  t h e  p u b l i c  owners i s  r ea sonab le  and proper.  

Arquments i n  Oppos i t ion  t o  a Proposed C o n s t i t u t i o n a l  Amend- 
ment. Arguments p resen ted  i n  o p p o s i t i o n  t o  a proposed c o n s t i t u t i o n -  
n m e n d m e n t  t o  a l low t h e  t a x i n q  of c e r t a i n  t y p e s  of p rope r ty  used 
i n  governmental a c t i v i t i e s  i nc l cde :  J. .. 

1) A t a x  l e v i e d  on one governmental u n i t  by ano the r  simply 
r e s u l t s  i n  a s h i f t  of p u b l i c  funds  between governmental u n i t s ,  add-
i n g  t o  t h e  g e n e r a l  expense of governmental ope ra t i ons .  I n  t h e  long 
run ,  t h e  p u b l i c  bea r s  t h e  burden of t h e s e  unnecessary  a d m i n i s t r a t i v e  
c o s t s .  

2) P u b l i c  r e c r e a t i o n  s i t e s  owned by a governmental u n i t  
and l o c a t e d  i n  an a d j o i n i n g  county may prov ide  r e c r e a t i o n a l  a s s e t s  
no t  on ly  t o  t h e  r e s i d e n t s  of t h e  coun.ty owning t h e  p rope r ty  but  t o  
t h e  r e s i d e n t s  of t h e  county  i n  which t h e  p rope r ty  i s  l oca t ed .  Fur-
thermore,  such a  r e c r e a t i o n a l  s i t e  may s t i m u l a t e  t o u r i s t  a c t i v i t i e s  
i n  t h e  a r e a ,  a c t u a l l y  enhancing the.economy of t h e  community i n  
which t h e  s i t e  i s  l oca t ed .  

3 )  The c o s t  of l o c a l  governmental s e r v i c e s  r e q u i r e d  by a 
t a x  exempt p i ece  of p rope r ty  may be r a t h e r  minute i n  comparison 
wi th  t h e  amount of t a x  money t h a t  could  be c o l l e c t e d  from t a x e s  
l e v i e d  on t h e  p rope r ty ,  sugges t i ng  t h a t ,  i f  a t a x  were paid on 
t h e  p rope r ty ,  non- res iden ts  would be suppor t i ng  t h e  l o c a l  program 
t o  a l a r g e r  degree  than  cou ld  be j u s t i f i e d .  

4 )  A r e d u c t i o n  of revenues  t o  a community a s  a  r e s u l t  of 
i nc rea sed  t a x  exemptions may be compensated f o r  by c o l l e c t i o n  of 
monies from o t h e r  sources .  S t a t e  a i d  o r  a l t e r n a t i v e  t a x e s  may be 
u t i l i z e d  t o  reduce t h e  impact t o  c o u n t i e s  i n  which a  r educ t ion  of 
t h e  p rope r ty  t a x  base  has  occurred.  

5 )  Tax exemptions s imply magnify problems presen ted  by 
uneconomical t a x i n g  u n i t s .  Cons ide ra t i on  may need t o  be given t o  
t h e  b a s i c  o r g a n i z a t i o n a l  s t r u c t u r e  of l o c a l  government t o  i n s u r e  
t h a t  s u f f i c i e n t  t a x  base  e x i s t s  f o r  t h e  suppor t  of l o c a l  s e r v i c e s .  

EDUCATIONAL, CHARITABLE, AND RELIGIOUS 
TAX EXEMPT PROPERTY 

A s u b s t a n t i a l  d i f f e r e n c e  e x i s t s  between Colorado 's  c o n s t i - 

t u t i o n a l  p rov i s ion  exempting p u b l i c  p r o p e r t i e s  and t h e  p rov i s ion  

exempting p r i v a t e  r e a l  p r o p e r t i e s .  Whereas t h e  exemption f o r  

governmental p rope r ty  i s  mandatory, t h e  exemption f o r  educa t iona l ,  

r e l i g i o u s ,  and c h a r i t a b l e  p r o p e r t y  i s  condi t ioned  upon l e g i s l a t i v e  

cons ide ra t i ons .  For i n s t a n c e ,  A r t i c l e  X , ' S e c t i o n  5, Colorado Con- 


1. 	 "Minutes of Meeting, J u l y  26, 1965,n Committee on Tax Exempt 
P rope r ty ,  Colorado L e g i s l a t i v e  Council .  
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s t i t u t i o n  p rov ides :  

P r o p e r t y ,  r e a l  and p e r s o n a l ,  t h a t  i s  used 
s o l e l y  and e x c l u s i v e l y  f o r  r e l i g i o u s  worsh ip ,  
f o r  s c h o o l s  o r  f o r  s t r i c t l y  c h a r i t a b l e  purposes ,  
a l s o  c e m e t e r i e s  n o t  used  o r  h e l d  f o r  p r i v a t e  o r  
c o r p o r a t e  p r o f i t ,  s h a l l  be exempt from t a x a t i o n ,  
u n l e s s  o t h e r w i s e  p rov ided  by q e n e r a l  law. (emphasis  
added ) 

A r t i c l e  X ,  S e c t i o n  5, of  t h e  C o n s t i t u t i o n  r e l a t i n g  t o  t a x  
exempt p r o p e r t y  f o r  r e l i g i o u s ,  s c h o o l  and c h a r i t a b l e  purposes ,  h a s  
been amended o n l y  once s i n c e  t h e  t u r n  of  t h e  cen tu ry .  I n  1936, a  
p r o v i s i o n  was added t o  pe rmi t  an exemption from ad valorem t a x a -  
t i o n  of p e r s o n a l  p r o p e r t y  u t i l i z e d  by r e l i g i o u s ,  c h a r i t a b l e ,  and 
e d u c a t i o n a l  i n s t i t u t i o n s .  A s  p r e v i o u s l y  mentioned,  t h e  G e n e r a l  
Assembly h a s  t h e  power t o  l i m i t  exemptions i n  t h e s e  a r e a s ;  however, 
t h e  Genera l  Assembly may n o t  e x t e n d  t a x  exemptions t o  p r o p e r t y  
u t i l i z e d  f o r  o t h e r  purposes .  

S t a t u t o r y  P r o v i s i o n s  

The s t a t u t o r y  l anguage  r e l a t i n g  t o  e d u c a t i o n a l ,  r e l i g i o u s ,  
and c h a r i t a b l e  exemptions a l s o  h a s  changed l i t t l e  o v e r  t h e  yea r s .  
S e c t i o n  2571, Compiled S t a t u t e s  of Colorado 1883,  p rov ides :  *... 
f o u r t h ,  l o t s  w i t h  t h e  b u i l d i n g s  t h e r e o n ,  i f  s a i d  b u i l d i n g s  a r e  used 
s o l e l y  and e x c l u s i v e l y  f o r  r e l i g i o u s  worsh ip ,  f o r  s c h o o l s ,  o r  f o r  
s t r l c t l y  c h a r i t a b l e  purposes; . . ."  T h i s  s e c t i o n  was r e w r i t t e n  i n  
1902 w i t h  n e a r l y  i d e n t i c a l  l anguage ,  and i n  1921 t h e  law was amended 
t o  l i m i t  t h e  exemption f o r  s c h o o l s  t o  t h o s e  n o t  o p e r a t i n g  f o r  p r i -  
v a t e  o r  c o r p o r a t e  p r o f i t  (Laws of 1921, page 687).  A d e f i n i t i o n  
of what c o n s t i t u t e s  a  s c h o o l  a l s o  was added i n  1933. The most s i g -
n i f i c a n t  change i n  t h e  language of t h e  s t a t u t e s  a p p l y i n g  t o  p r i v a t e  
t a x  e x e m p t ' p r o p e r t y  o c c u r r e d  i n  1964 ( C h a p t e r  94 ,  Laws of  1964) ;  
ownership  was added a s  a c r i t e r i o n  f o r  o b t a i n i n g  an exemption from 
ad valorem t a x e s .  Under t h i s  new p r o v i s i o n  t h e  commission den ied  
an exemption f o r  a church  used s o l e l y  and e x c l u s i v e 1  f o r  r e l i g i o u s  
worship ,  because  t h e  p r o p e r t y  was owned by --TI--r ea e s t a t e  deve loper .  
D e s p i t e  t h e s e  a fo rement ioned  changes ,  t h e  b a s i c  t e r m i n o l o g y  of t h e  
ad va lorem exempt s t a t u t e  a s  it r e l a t e s  t o  p r i v a t e  and c h a r i t a b l e  
p r o p e r t i e s ,  u t i l i z i n g  t h e  words s o l e l y  and e x c l u s i v e l y ,  h a s  remained 
t h e  same t h r o u g h o u t  C o l o r a d o ' s  h r s t o r y .  

S i n c e  t h e  b a s i c  t e r m i n o l o g y  of t h e  law a s  it r e l a t e s  t o  p r i -  
v a t e  exemptions has  been amended o n l y  s l i g h t l y ,  t h e  c o u r t s  have con-
c luded t h i s  t o  mean t h a t  t h e  G e n e r a l  Assembly approves  t h e  S u ~ r e m e  
C o u r t ' s  l i b e r a l  r u l e  of c o n s t r u c t i o n .  I n  t h i s  s e n s e ,  it cou ld  
be argued t h a t  exemptions a r e  g r a n t e d  and den ied  on t h e  b a s i s  
of j u d i c i a l  d e t e r m i n a t i o n  r a t h e r  t h a n  l e g i s l a t i v e  d e t e r m i n a t i o n .  
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D u t i e s  of Tax Commission 

C h a p t e r  94 ,  Laws of Colorado 1964,  r e q u i r e s  t h e  Colorado 
Tax Commission t o  examine and rev iew a p p l i c a t i o n s  c l a i m i n g  exemp- 
t i o n  of r e a l  and p e r s o n a l  p r o p e r t y  owned and used s o l e l y  and ex-
c l u s i v e l y  f o r  r e l i g i o u s  worsh ip ,  schools, a n d C h a r i t a b l e  purposes.  
I f  t h e  exemption r e q u e s t e d  i s  j u s t i f i e d  i n  accordance  w i t h  law, t h e  
commission must g r a n t  t h e  same. A s s e s s o r s  a r e  p r o h i b i t e d  from 
g r a n t i n g  exemptions i n  t h e s e  a r e a s .  However, a s s e s s o r s  a r e  respon-
s i b l e  f o r  t h e  p a r t i a l  exempt ions  f o r  pa r sonages  ( a  maximum of $6,000 
of  t h e  v a l u a t i o n  f o r  a s s e s s m e n t )  and p u b l i c  p r o p e r t y  -- A r t i c l e  X,  
S e c t i o n  4. 

Procedure .  An i n d i v i d u a l  o r  c o r p o r a t i o n  may f i l e  a  c l a i m  
f o r  exemption o f  ad va lorem t a x e s  on one of t h r e e  forms provided 
by t h e  commission -- 1) r e l i g i o u s ,  2 )  c h a r i t a b l e ,  o r  3) e d u c a t i o n a l .  
These a p p l i c a t i o n  forms a r e  d e s i g n e d  t o  in fo rm t h e  commission of 
t h e  owner, a d d r e s s ,  l e g a l  d e s c r i p t i o n . ,  u s e ,  and r e l a t e d  f i n a n c i a l  
s t a t e m e n t s  c o n c e r n i n g  t h e  p r o p e r t y  f o r  which an exemption i s  claimed.  
Upon r e c e i p t  of a c l a i m  f o r  exempt s t a t u s ,  t h e  commission conducts  
an i n v e s t i g a t i o n  t o  s u b s t a n t i a t e  t h e  i n f o r m a t i o n  c o n t a i n e d  i n  t h e  
a p p l i c a t i o n .  I n  o t h e r  words,  t h e  commission must have a c t u a l  proof 
t h a t  t h e  p r o p e r t y  i s  used f o r  s c h o o l ,  r e l i g i o u s ,  o r  c h a r i t a b l e  pur- 
poses.  Fol lowing t h e  i n v e s t i g a t i o n  of t h e  c l a i m ,  t h e  commission 
may r u l e  on t h e  t a x a b l e  s t a t u s  of t h e  p r o p e r t y  o r  s imply  r e q u e s t  a 
h e a r i n g  wi th  t h e  c l a i m a n t  t o  d e v e l o p  a d d i t i o n a l  in fo rmat ion .  I n  
some i n s t a n c e s  f o l l o w i n g  an a d v e r s e  r u l i n g ,  t h e  c l a i m a n t  o r  o t h e r  
i n t e r e s t e d  p a r t y  may p e t i t i o n  f o r  a r e d e t e r m i n a t i o n  and r e q u e s t  a 
h e a r i n g  b e f o r e  t h e  commission. Appeal o f  any d e c i s i o n  of  t h e  com-
m i s s i o n  i s  made t o  t h e  d i s t r i c t  c o u r t .  

Claims f o r  Exemptions. S i n c e  1962, 1191 c l a i m s  f o r  ad v a l -  
orem exemption have been f i l e d  w i t h  t h e  commission. A b r i e f  sum-
mary of a c t i o n  t a k e n  on t h e s e  c l a i m s  f o l l o w s :  

Number of  Cla ims F i l e d  340 264 383 284 
Number of Claims Allowed* 146 181 218 200 
Number o f  Claims Denied 4 9  48 58 57 
Number of  Cla ims No Act ion  

Taken 20 15 15 5 
Number of  Claims i n  P r o c e s s  

of I n v e s t i g a t i o n  125  20 1 2  22 

* I n c l u d e s  p a r t i a l  exemptions.  



The t h r e e  classes of p rope r ty  f o r  which t h e  t a x  commission 
i s  r e spons ib l e  -- r e l i g i o u s ,  c h a r i t a b l e ,  and educa t iona l  -- may 
be subdivided i n t o  s p e c i f i c  c a t e g o r i e s  f o r  purposes of determining 
t h e  t ypes  of exemptions g ran ted  and denied by t h e  commission. I n  
o t h e r  words, a l l  p roper ty  owned by a  r e l i g i o u s  o r g a n i z a t i o n  does 
no t  au toma t i ca l ly  q u a l i f y  f o r  an exemption. The p rope r ty  must be 
u t i l i z e d  s o l e 1  and e x c l u s i v e 1  f o r  r e l i  i ous  worship, Therefore ,  
t h e  commiss -+on reviews --lideac n i v i d u a l  c9aim t o  determine whether 
it m e r i t s  an exemption under t h e  Law, 

Table I l i s t s  i n d i v i d u a l  c l a s s e s  of p rope r ty  according t o  
use  f o r  a l l  c la ims f i l e d  wi th  t h e  commission. Many of t h e s e  c la ims,  
once t h e  u se  has  been s u b s t a n t i a t e d ,  obvious ly  meet t h e  requirements  
of Sec t ion  137-2-1, 1965 Permanent Cumulative Supplement t o  C.R.S. 
1963, r e l a t i n g  t o  exemptions from ad valorem taxes .  For i n s t ance ,  
a church b u i l d i n g  u t i l i z e d  s o l e l y  f o r  r e l i g i o u s  wor'ship c e r t a i n l y  
q u a l i f i e s  f o r  an exemption; s i m i l a r l y ,  i n s t i t u t i o n s  such a s  t h e  
Red Cross and S a l v a t i o n  Army a l s o  appear  t o  meet t h e  cond i t i ons  of 
being used s o l e l y  and e x c l u s i v e l y  f o r  c h a r i t a b l e  purposes, However, 
i n  many i n s t a n c e s  t h e  q u a l i f y i n g  use ' o f  t h e  proper ty  i s  n o t  c l e a r ,  
and t h e  Tax Commission has  t u rned  t o  Colorado c o u r t  d e c i s i o n s ,  cases  
i n  o t h e r  s t a t e s ,  and op in ions  of t h e  At torney General  i n  a r r i v i n g  
a t  i t s  dec i s ion .  
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T a b l e  I 


AD VALOREM TAX EXEMPTION CLAIMS GRANTED AND DENIED 

BY TAX COMMISSION 1962  - 1965 


E x e m ~ t  S t a t u s  
C a t e q o r y  Use o f  P r o p e r t y  G r a n t e d  ~ e n i e d  

R e l i q i o u s 
R e l i g i o u s  Worship -- C h u r c h e s ,  e tc .  

-instruction- -- Sunday s c h o o l s  

C h u r c h e s  - - Under  c o n s t r u c t i o n  X 

Church  S i t e s  -- Vacan t  Land X 

Church  P a r k i n g  L o t  -- R e l i g i o u s  On ly  X 

Church  P a r k i n g  L o t  -- Used Commercial  P u r -  


p o s e s  Weekdays X 


M i s c e l l a n e o u s  R e l i g i o u s  A c t i v i t i e s  

Summer Camps 

C o n v e n t s  

R e t r e a t s  

P r i n t i n g  O p e r a t i o n s  X 


Hous ing  f o r  Lay T e a c h e r s  o f  Church 


P a r t i a l  R e l i g i o u s  Use 


R e s i d e n c e s  o f  S e c r e t a r i e s ,  Lay Assist-


S t u d e n t  C e n t e r s  ( c o l l e g e ,  e t c .) X 


S c h o o l s  X 

S t a t e  H e a d q u a r t e r s  X 

C u s t o d i a n  L i v e s  R e n t  F r e e  X 

Church  P l a y g r o u n d s  X 


S t a t e  H e a d q u a r t e r s  X 

Summer C o t t a g e  X 


a n t s ,  C a r e t a k e r  ( P a y s  ~ e n t )  X 

Dormi tory  o f  B i b l e  S t u d e n t s  X 


Vacan t  B u i l d i n g  -- Church Owned X 

Income P r o p e r t y  o f  Churches  X 

P r o p e r t y  Used f o r  R e l i g i o u s  P u r p o s e  b u t  n o t  


Owned by Church O r g a n i z a t i o n  X 

R e l i g i o u s  Camps n o t  f o r  t h e  B e n e f i t  o f  


C o l o r a d o  R e s i d e n t s  X 


E d u c a t i o n a l  
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~e;iew of Exempt P r o p e r t i e s  Gran ted  P r i o r  t o  1962 

S u b s e c t i o n  4 of S e c t i o n  137-3-18, 1965 Permament Cumulat ive 
Supplement t o  C.R.S. 1963,  r e q u i r e s  t h e  commission t o  a n n u a l l y  r e -  
v iew t h e  s t a t u s  of a l l  p r o p e r t y  exempted from ad valorem t a x e s  f o r  
r e l i g i o u s ,  s c h o o l ,  and c h a r i t a b l e  purposes  and t o  a s c e r t a i n  whether  
an exemption c o n t i n u e s  t o  be j u s t i f i e d  on i n d i v i d u a l  p r o p e r t i e s .  
To meet t h i s  mandate of t h e  G e n e r a l  Assembly, t h e  Tax Commission 
has  employed Frank Eggers ,  an exemption o f f i c e r ,  t o  compi le  a  l i s t -
i n g  o f  a l l  p r i v a t e  r e l i g i o u s ,  c h a r i t a b l e ,  and s c h o o l  p r o p e r t i e s  i n  
Cololorado.  The commission e x p e c t s  t o  comple te  t h i s  su rvey  i n  
about  t h r e e  y e a r s .  

The Counc i l  s t a f f ' s  i n i t i a l  su rvey  on t a x  exempt p r o p e r t y  
r e v e a l e d  t h a t  t h e  exempt p r o p e r t y  r e c o r d s  of  t h e  a s s e s s o r s  were i n -
adequa te  i n  a l l  b u t  a few i n s t a n c e s .  The l i s t i n g s  of  p r o p e r t i e s  
o b t a i n e d  from t h e  a s s e s s o r s  i n  t h e  Counci l  s t u d y  were t u r n e d  o v e r  
t o  M r .  Eggers ,  and he  i s  u s i n g  t h i s  i n f o r m a t i o n  a s  a s t a r t i n g  p o i n t  
i n  d e v e l o p i n g  i n f o r m a t i o n  i n  each county.  E v e n t u a l l y ,  a l i s t i n g  
o f  exempt p r o p e r t y  i n  each coun ty  w i l l  e n a b l e  t h e  a s s e s s o r s  t o  de- 
v e l o p  d e t a i l e d  maps of  a l l  p r o p e r t y .  i n  t.he county  showing t a x a b l e  
a s  w e l l  a s  exempt p r o p e r t i e s .  

I n  t h e  meantime, t h e  Tax Commission h a s  i s s u e d  a number of 
c i r c u l a r s  t o  county  a s s e s s o r s  t o  e x p e d i t e  r ev iew of  exemptions of 
a q u e s t i o n a b l e  n a t u r e .  A s  e a r l y  a s  1961,  p r i o r  t o  t h e  t i m e  t h e  
commission was a s s i g n e d  r e s p o n s i b l i l i t y  f o r  r ev iew of a p p l i c a t i o n s  
f o r  ad va lorem t a x  exempt ions ,  t h e  commission i s s u e d  C i r c u l a r  Num- 
b e r  2 ,  1961 S e r i e s ,  p o i n t i n g  o u t :  

...The a s s e s s o r  i n  h i s  o f f i c i a l  c a p a c i t y  i s  
t h e  a u t h o r i t y  i n  t h e  d e t e r m i n a t i o n  o f  whether  any 
p a r t i c u l a r  p r o p e r t y  i s  exempt under  o u r  e x i s t i n g  
laws;  i f  he h a s  any r e a s o n a b l e  doubt  i n  t h e  mat- 
t e r ,  t h e  p r o p e r t y  s h o u l d  be p r o p e r l y  a s s e s s e d  and 
l e f t  i n  t h e  r o l l  u n t i l  removed by c c u r t  a c t i o n  i n -
s t i g a t e d  by t h e  t a x p a y e r .  

C h a p t e r  260, Laws of  1961,  r e q u i r e d  t h e  Tax Commission t o  
examine p e r i o d i c a l l y  a l l  p r o p e r t y  i n  t h i s  s t a t e  which h a s  been ex-
empted from t a x a t i o n ;  t o  r ev iew a p p l i c a t i o n s  f o r  a l l  new exemptions;  
and t o  r e p o r t  t o  t h e  a s s e s s o r s  i n  w r i t i n g  t h e i r  d e c i s i o n s .  C i rcu-
l a r  Number 1, S e r i e s  of  1962,  i s s u e d  by t h e  commission c a l l e d  t h e  
a s s e s s o r s '  a t t e n t i o n  t o  It.. .2) c e r t a i n  p r o p e r t i e s  may have been ex-
empted a s  b e i n g  r e l i g i o u s ,  c h a r i t a b l e ,  o r  s c h o o l ,  c o n t r a r y  t o  t h e  
o p i n i o n  of t h e  Assessor .  He can and shou ld  r e q u e s t  t h a t  exempt 
s t a t u s  of  such p r o p e r t y  be e s t a b l i s h e d  by t h e  Tax commission...^ 
S i m i l a r  c i r c u l a r s  have been i s s u e d  i n  1963, 1964, 1965, and 1966. 
I n  a d d i t i o n ,  i n  d i s c u s s i o n s  w i t h  t h e  a s s e s s o r s ,  t h e  commission has  
r e p e a t e d l y  u rged  a s s e s s o r s  t o  r e q u i r e  owners of  exempt p r o p e r t y  
( i n  which t h e r e  i s  a q u e s t i o n  of j u s t i f i c a t i o n  f o r  aq exemption) 
t o  f i l e  f o r  a r e d e t e r m i n a t i o n  of  t h e  exempt s t a t u s  of t h e  p roper ty .  



I n  some i n s t a n c e s ,  t h e  a s s e s s o r s  have fo l lowed  up  on t h i s  r e q u e s t  
and have r e q u i r e d  exempt o r g a n i z a t i o n s  t o  submit  a p p l i c - a t i o n s  t o  
t h e  commission. 

Although t h e  commsssion i s  a u t h o r i z e d  t o  examine i n d i v i -  
d u a l  t a x  exemptions i n  t h e  c o u n t i e s ,  t h e  commission h a s  e l e c t e d  
t o  approach t h e  problem t h r o u g h  an o v e r - a l l  su rvey  of  t h e  e n t i r e  
p r o p e r t y  exemptions i n  t h e  coun ty  r a t h e r  t h a n  p i c k  on i n d i v i d u a l  
s i t u a t i o n s .  A s  t h e  exempt p r o p e r t y  s u r v  y  i s  completed i n  each 

t h e  commission w i l l  make a E p r o p e r t i e scoun ty ,  r e d e t  r m i n a t i o n  of 
w i t h i n  t h e  c o u n t i e s .  

Review of  S e l e c t e d  Areas of Exemption 
Granted  and Denied By t h e  Tax Commission 

S e n i o r  C i t i z e n  Homes. I n  1962, Congress  e n a c t e d  t h e  SenXor 
C i t i z e n s  Housinq Act ( P u b l i c  Law 87-723). The DurDose of  t h e  a c t  
i s  t o  a s s i s t  p r i v a t e  n o n p r o f i t  c o r p o r a t i o n s ,  consumer c o o p e r a t i v e s ,  
o r  p u b l i c  b o d i e s  o r  a g e n c i e s  t o  p r o v i d e  h o u s i n g  and r e l a t e d  f a c i l -  
i t i e s  f o r  e l d e r l y  o r  handicapped f a m i l i e s .  Fol lowing enactment  of 
P u b l i c  Law 87-723, a number of  c h a r i t a b l e ,  r e l i g i o u s ,  and t r a d e  as -
s o c i a t i o n s  n e g o t i a t e d  agreements  f o r  t h e  c o n s t r u c t i o n  of apa r tment  
houses  f o r  t h e  e l d e r l y  i n  t h e  urban a r e a s  of  Colorado. To f i n a n c e  
t h e  i n s t i t u t i o n s ,  r e c i p i e n t s  u s u a l l y  a r e  charged a  minimum r e n t a l ,  
a s  w e l l  a s  an  occupancy f e e  ($600 - $15,000).  The growth i n  non- 
p r o f i t  s e n i o r  c i t i z e n  hous ing  i n  Colorado i n  t h e  p a s t  few y e a r s  
has  been s u b s t a n t i a l ,  and t o t a l  f i x e d  a s s e t s  of t h e s e  homes a r e  
worth a t  l e a s t  $25,000,000. 

Taxab le  S t a t u s .  The Colorado Tax Commission h a s  r u l e d  t h a t  
n o n p r o f x t  hous ing  f o r  t h e  e l d e r l y  may q u a l i f y  f o r  an ad valorem 
t a x  exemption. However, t h e  q u e s t i o n  h a s  n o t  been r e s o l v e d  s i n c e  
l i t i g a t i o n  i s  underway i n  J e f f e r s o n  County. A b a s i c  q u e s t i o n  e x i s t s  
a s  t o  whether  t h e  r e s i d e n c e s  a c t u a l l y  a r e  c h a r i t a b l e ,  e s p e c i a l l y  
i n  view of occupancy f e e s  and monthly r e n t a l  cha rges .  

I n  any e v e n t ,  a b r i e f  o u t l i n e  of what c o n s t i t u t e s  a c h a r i t y  
may r e v e a l  t h e  broad scope  o f  c h a r i t a b l e  exemptions g r a n t e d  i n  Colo- 
ado and o t h e r  s t a t e s .  , 

I n  Bishop and C h a p t e r  v.  T r e a s u r e r ,  37 Colo. 378, t h e  Colo- 
r a d o  Supreme Cour t  l i s t e d  a  number of  E s n i o n s  from o t h e r  j u r i s d i c -  
t i o n s  d e f i n i n g  what c o n s t i t u t e s  a " c h a r i t y n  o r  a  n c h a r i t a b l e  p ~ r p o s e . ~  
I n  p a r t i c u l a r ,  t h e  c o u r t  i n c l u d e s  remarks by J u s t i c e  M a r s h a l l  i n  
H a r r i n q t o n  v. P i e r ,  8 2  N.W. 345: 

A g e n e r a l  s t a t e m e n t  of t h e  e s s e n t i a l s  of a 

c h a r i t y ;  a s  r e g a r d s  t h e  c h a r a c t e r  o f  t h e  work t o  

be  performed,  w i l l  s u b s t a n t i a l l y  s o l v e  t h e  ques- 

t i o n .  It  i n c l u d e s  e v e r y t h i n g  t h a t  i s  w i t h i n  t h e  




l e t t e r  and s p i r i t  of t h e  s t a t u t e  of E l i z a b e t h ,2 
c o n s i d e r i n a  such  s ~ i r i tt o  be broad enouah t o  

p a r t  of t h e  common law of s t a t e s - e v e n  t h a t  r e -
j e c t  a l l  t h e  o t h e r  f e a t u r e s  of it. * * * The 
g e n e r a l  scope  of t h e  s t a t u e ,  c o n s i d e r i n g  i t s  
l e t t e r  and s p i r i t ,  a s  b e f o r e  i n d i c a t e d ,  h a s  
been j u d i c i a l l y  s t a t e d  by judges  of g r e a t  l e a r n -  
i n g ,  whose s t a t e m e n t s  have come t o  be r e f e r r e d  
t o  g e n e r a l l y  i n  j u d i c i a l  o p i n i o n s  a s  t h e  t r u e  
t e s t  r a t h e r  t h a n  t h e  s t a t u t e  i t s e l f .  The most 
f a m i l i a r  j u d i c i a l  s t a t e m e n t  of t h e  law, a s  r e -
cogn ized  by t h e  c o u r t s ,  i s  known a s  Gray ' s  
r u l e ,  and i s  found i n  Jackson  v.  P h i l l i p s ,  
14  A l l e n  539. where t h e  b e ~ u e s t  under  c o n s i d e r -  
a t i o n  was f o r  t h e  b e n e f i t  df f u g i t i v e  s l a v e s ,  
an o b j e c t  q u i t e  remote  from any s p e c i f i c a l l y  
mentioned i n  t h e  E n g l i s h  s t a t u t e .  It  was h e l d ,  
n e v e r t h e l e s s ,  t o  be w i t h i n  tKe s p i r i t  of t h e  
s t a t u t e .  A f t e r  d i s c u s s i n g  v a r i o u s  v iews of 
t h e  t e rm ' c h a r i t y , '  a s  a p p l i e d  t o  c h a r i t a b l e  
t r u s t s ,  J u s t i c e  Gray s a i d :  ' A  c h a r i t y ,  i n  t h e  
l e q a l  s e n s e ,  may be more f u l l y  d e f i n e d  a s  a 

i f t  t o  be a p p l i e d  c o n s i s t e n t l y  w i t h  e x i s t i n  
aws, f o r  t h e  b e n e f i t  of an  i n d e f i n i t e  numbe: 

of p e r s o n s ,  e i t h e r  by b r i n q i n g  t h e i r  minds o r  
h e a r t s  under  t h e  i n f l u e n c e  of e d u c a t i o n  o r  r e -
l i g i o n ,  by r e l i e v i n g  t h e i r  b o d i e s  from d i s e a s e ,  
s u f f e r i n q  o r  c o n s t r a i n t ,  by a s s i s t i n q  them t o  
e s t a b l i s h  themse lves  i n  l i f e ,  o r  by e r e c t i n  
o r  m a i n t a i n i n q  p u b l i c  b u i l d i n g s  o r  works,  o z  
o t h e r w i s e  l e s s e n i n q  t h e  burdens of qovernment. 
I t  i s  i m m a t e r i a l  whe the r  t h e  purpose  i s  c a l l e d  
c h a r i t a b l e  i n  t h e  g i f t  i t s e l f ,  i f  it i s  s o  
d e s c r i b e d  a s  t o  show t h a t  i t  i s  c h a r i t a b l e  i n  
i t s  n a t u r e . '  Another  d e f i n i t i o n  o f t e n  quoted  
was g i v e n  by M r .  Binney i n  t h e  G i r a r d  W i l l  
Case ,  2  How. 127 ,  11 L. Ed. 205. I t  i s  a s  
f o l l o w s :  'Whatever i s  g i v e n  f o r  t h e  l o v e  of 
God o r  f o r  t h e  l o v e  of your  ne iqhbor  i n  t h e  
c a t h o l i c  and u n i v e r s a l  sense--q iven from 
t h e s e  mot ives  and t o  t h e s e  e n d s - - f r e e  from 
t h e  s t a i n  o r  t a i n t  of e v e r y  c o n s i d e r a t i o n  
t h a t  i s  p e r s o n a l ,  p r i v a t e  o r  s e l f i s h . '  Perhaps 
a  more c o n c i s e ,  comprehensive and p r a c t i c a l  
d ~ f 4ni  t i o n  i s  t h a t  found i n  ~ i s s o u k iH i s t o r i c a l  



o r  t e n d s  t o  t h e  e d u c a t i o n ,  e n l i q h t e n m n t ,  W-
? i f  o r  a m e l i o r a t i o n  of t h e  c o n d i t i o n  of mankind, 
o r  t h e  d i f f u s i o n  of u s e f u l  knowledqe, o r  i s  f o r  
t h e  p u b l i c  conven ience ,  i s  a c h a r i t y  w i t h i n  t h e  
meaning of t h e  a u t h o r i t i e s ,  whether  s o  denomi- 
n a t e d  i n  t h e  i n s t r u m e n t  which e v i d e n c e s  t h e  sift 
o r  n o t . '  Another  r u l e ,  c a p a b l e  of b e i n g  under-  
s t o o d  and a p p l i e d  by any pe r son  of o r d i n a r y  
u n d e r s t a n d i n g ,  was g i v e n  by Lord Camden i n -  Jones  
Wi l l i ams .  Amb. 652. and approved bv t h e  Supreme 
-L-
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o o r  a s  w e l l  a s  t h e  r i c h . '  The t h e o r y  of t h a t  
Ps, t h a t  t h e  immediate p e r s o n s  b e n e f i t e d  may be 
of a p a r t m a r  c l a s s ,  and y e t ,  i f  t h e  u s e  i s  
p u b l i c  i n  t h e  s e n s e  t h a t  it promotes t h e  gener -  
a l-- welfare-- i n- - . .- it has  t h e  e s s e n t i a l s  - - - - - - - - some wav. - . o 
a char it^.'^ (Emphasis added)  ' 

2. The a n c i e n t  s t a t u t e  of E l i z a b e t h .  The preamble t o  t h e  a n c i e n t  
s t a t u t e  of E l i z a b e t h  [ r ) ,  sometimes known a s  t h e  C h a r i t a b l e  Uses 
Act ,  1601,  c o n t a i n e d  a comprehensive and v a r i e d  l i s t  of c h a r i t i e s  ( s )
and t h e  s t a t u t e  made it c l e a r  t h a t  a t  l e a s t  t h o s e  purposes  were 
c h a r i t a b l e  ( t ) .  

The o b j e c t s  enumerated i n  t h e  preamble ( u )  were a s  f o l l o w s :  
--The r e l i e f  of aged ,  impoten t  and poor people :  t h e  maintenance  of 
s i c k  and maimed s o l d i e r s  and m a r i n e r s ,  s c h o o l s  of l e a r n i n g  and f r e e  
s c h o o l s  and s c h o l a r s  of u n i v e r s i t i e s ;  t h e  r e p a i r  of b r i d g e s ,  p o r t s ,  
havens ,  causeways,  c h u r c h e s ,  s e a  banks and highways; t h e  e d u c a t i o n  
and p re fe rment  of o rphans ;  t h e  r e l i e f ,  s t o c k  o r  maintenance  f o r  
houses  of c o r r e c t i o n ;  m a r r i a g e s  of poor maids;  s u p p o r t a t i o n ,  a i d ,  
and h e l p  of young t radesmen,  h a n d i c r a f t s m e n ,  and pe r sons  decayed;  
t h e  r e l i e f  o r  redempt ion  of p r i s o n e r s  o r  c a p t i v e s ;  t h e  a i d  o r  
e a s e  of any poor  i n h a b i t a n t s  concern ing  payment of f i f t e e n s ,  s e t t i n g  
o u t  of  s o l d i e r s ,  and o t h e r  t a x e s .  

The l i s t  was n o t  e x h a u s t i v e  ( a ) ;  b u t  t o  d e c i d e  whe the r  a 
purpose  i s  c h a r i t a b l e  o r  n o t  i n  E n g l i s h  law,  it h a s  s i n c e  been t h e  
p r a c t i c e  of t h e  c o u r t s  t o  r e f e r  t o  t h e  preamble t o  t h e  a n c i e n t  
s t a t u t e  of .  E l i z a b e t h  ( b ) .  The o b j e c t s  t h e r e  enumerated and a l l  
o t h e r s  nwhich by a n a l o g i e s  a r e  deemed w i t h i n  i t s  s p i r i t  and 
in tendmentw a r e  c h a r i t a b l e  i n  t h e  l e g a l  s e n s e  ( c ) .  No o t h e r  
o b j e c t s  a r e  i n  E n g l i s h  law c h a r i t a b l e .  Those named i n  t h e  pre-  
amble, which h a s  r e c e i v e d  a  v e r y  wide c o n s t r u c t i o n ,  a r e  t o  be 
r e g a r d e d  a s  i n s t a n c e s ,  and n o t  a s  t h e  o n l y  o b j e c t s  of c h a r i t y .  
The preamble t o  t h e  s t a t u t e  of E l i z a b e t h  h a s  been e x p r e s s l y  pre-  
s e r v e d  a l t h o u g h  t h e  r e s t  of t h e  s t a t u t e  h a s  been r e p e a l e d .  



General  s t a t e m e n t s  concerning c h a r i t a b l e  purposes  a l s o  
a r e  o u t l i n e d  i n  Corpus J u r i s  Secundum, 84 C.J.S. 544: 

...C h a r i t a b l e  purposes  i n c l u d e  t h o s e  t h e  
accomplishment of which makes it l i k e l y  t h a t  
persons  a f f e c t e d  w i l l  become s u b s t a n t i a l  and 
u s e f u l  c i t i z e n s  and l e s s  l i k e l y  t h a t  they  
w i l l  become burdens  on s o c i e t y .  S o c i a l  and 
r e c r e a t i o n a l  a c t i v i t i e s  of  a c l u b  do no t  c o n s t i -  
t u t e  a c h a r i t a b l e  purpose;  

. . .purposes  pu re ly  c h a r i t a b l e  i s  broader  
t h a n  mere r e l i e f  of t h e  d e s t i t u t e  o r  t h e  g i v i n g  
of alms; it contempla tes  a c t i v i t i e s  n o t  s e l f -

o r t i n  which a r e  i n t ended  t o  improve t h e  
p  y s l c a  menta l ,  t h e%--I?and moral c o n d i t i o n  of 
r e c i p i e n t s  and make i t  l e s s  l i k e l y  t h a t  t hey  
w i l l  become burdens  on s o c i e t y  and more l i k e l y  
t h a t  t hey  w i l l  become u s e f u l  c i t i z e n s .  

...I n  o r d e r  t o  be exempt a s  c h a r i t a b l e  
and benevolen t ,  an i n s t i t u t i o n  should be ope r -  
a t e d  w i thou t  any element of p r i v a t e  p r o f i t ,  
and must not  be a  money-makinq i n s t i t u t i o n .  
Th i s  does no t  mean t h a t  a c h a r i t a b l e  i n s t i t u -  
t i o n  cannot  cha rae  f e e s  o r  enaaae i n  bus ines s .  ... 
According t o  Black! s Law Dic t i ona ry ,  c h a r i t y  a l s o  may mean o r  

app ly  t o  : 
Accomplishment of some s o c i a l  i n t e r e s t ,  

I n  r e  T o l l i n q e r l s  E s t a t e ,  349 Pa. 393, 37 A.2d 
500. 501. 502. Act o r  f e e l i n a  of benevolence.  

. 	 s o u t h e r n - ~ e t h o d i s tH o s p i t a l  a6d Sanatorium of -

Tucson v. Wilson, 51 Ar iz .  424, 77 P.2d 458. 

Advancement of  PurDoses b e n e f i c i a l  t o  ~ u b l i c .  

Rabinowitz v .  ~ b l l m a n ,  174 Md. 6 ,  197 A.566; 

568. A l l  good a f f e c t i o n s  men ought t o  b e a r  
towards each other ' .  Morice v .  ish hop of Uur-
--ham, 9  Ves. 399. A l l  which a i d s  man and seeks  
t o  improve h i s  c o n d i t i o n .  Waddell v. Younq 
women-Is C h r i s t i a n  Ass ln ,  133 Ohio S t .  601,  15 
N.E.2d 140,  142. A l m s  g iv i n g ,  I n  Re Rathbone's 
E s t a t e ,  11 N.Y.S.2d 506,  527. 170 Misc. 1030. 
Amel iora t ion of Dersons i.n u n f o r t u n a t e  circum- 
s t a n c e s ,  Second at. Bank v .  Second Nat. Bank, 
171  Md. 547, 190 A.215, 111 A.L.R.  711. Any 
DurDose i n  which t h e  p u b l i c  ha s  an i n t e r e s t ,  
~ o l i i n sv .  Lyon, Inc. ;  181 Va. 230, 24-S.E.2d 
5 7 2 . of gene ra l  b e n e f l t  un-
t a i n t e d  by mbtives of p r iGate  ga in .  S t e a r n s  
v. 	 Assoc i a t i on  of Bar  of C i t y  of New York, 276 
N.Y. S. 390, 395, 154 Misc. 71. Any scheme o r  
e f f o r t  t o  b e t t e r  t h e  cond i t i on  of s o c i e t y  any- - - - o r  
c o n s i d e r a b l e  p a r t  t h e r e o f .  Tharpe v. c e n t r a l  -

Georqia Counci l  of Boy Scouts  of America, 
185 Ga. 810, 196 S.E.  762, 764, 116 A.L.R 373 



185 Ga. 810,  196 S.E. 762, 764, 116 A.L.R. 373. 
Bene f i t  of an i n d e f i n i t e  number of persons ,  Mor-
E n  V. Na t iona l  Trus t .  Bank of Cha r l e s ton ,  3 3 r  

1. 182, 162 N .E . 888 , 890. B e n e f i t  o f  mini-  
s t e r .  I n  r e  Edgelq E s t a t e ,  288 N.Y.S. 437, 440,  
159 Misc. 505. Benevolence, ph i l an th ropy ,  and 
good w i l l .  San ta  Fe Lodqe No. 460, B. P.  0. E., 
v. Employment Sec. Commission, 4 9  N.M. 149, 159 
P.2d 312, 315. Benevolent o r  p h i l a n t h r o p i c ,  
Beckwith v. P a r i s h ,  69  Ga. 569;  P r i c e  v. Max-
we1 28 Pa. 23. General  P u b l i c  use  which ex-1,

t e n d s  t o  t h e  r i c h  a s  we l l  a s  t o  t h e  poor. Ham-
i l t o n  v. C o r v a l l i s  General  H o s p i t a l  Ass ln ,  146 
O r .  168, 30 P.2d 9, 14. G i f t  wi thout  cons ide ra -  
t i o n  o r  e x p e c t a t i o n  of r e t u r n ,  S t a t e  v. Texas 
Mut. L i f e  I n s .  Co. of Texas,  Tex.Civ.App., 51 
S.W.2d 405,  410. Improvement of  s p i r i t u a l ,  
mental ,  s o c i a l  and p h y s i c a l  c o n d i t i o n s .  Andrews 
v. Younq Men's C h r i s t i a n  Ass ln  of Des Moines, 
226 Iowa 374. 284 N.W. 186. 192. Lesseninq 
burdens of  government. s t o r k  v. ~ c h m i d t ,  129 
Neb. 311, 261 N.W. 552, 554. P h y s i c a l ,  mental  
o r  moral be t t e rmen t .  1 n  r e  ' ~ o l l i n q e r l  s E s t a t e ,  
349 Pa. 393. 37 A.2d 500. 501. 502. Promotion 
of h a p p i n e s i  of man. o l d  co lony  T r u s t  Co. v. 
Welch, 3.C.Mass., 25 F.Supp. 45 ,  48. Promotion 
o f i l a n t h r o ~ i c  and humani ta r ian  DurDoses. 

1 - - -
jackson v .  p h i l l i p s ,  14 ~ l l e n ,  ~ a s k . ,  556. 
Promotion of wel l -doing and wel l -being of s o c i a l  
man. Krause v. ~ u t h o r i t v ,  370 ~ e o r i a - ~ o u s i n q  
I l l .  356. 19  N.E.2d 193. 199. P u b l i c  b e n e f i t .  
convenience,  u t i l i t y ,  o r  comfor t ,  Camp v. 
P r e s b y t e r i a n  Soc. of Sacke t s  Harbor,  173  N.Y.S. 
581. 584. 105 Misc. 139. Reclamation of c r i m i -
n a l s .  ~ e l i ~ i o u s ,  benevolen t ,e d u c a t i o n a l ,  and 
humani tar ian  o b j e c t s .  I n  r e  J o r d a n ' s  E s t a t e ,  
329 Pa. 427, 197 A.  150. What i s  done o u t  o f  
good w i l l  and a d e s i r e  t o  add t o  t h e  improvement 
of moral.  men ta l ,  and p h y s i c a l  we l f a r e  of  p u b l i c .  
Old colony rust-CO. v: t ie lch ,  D.C.Mass., 25 
F.Supp. 45 ,  48. Whatever i s  g iven  f o r  l ove  of 
God o r  l ove  of your  ne ighbor ,  f r e e  from eve ry  
c o n s i d e r a t i o n  t h a t  i s  p e r s o n a l ,  p r i v a t e ,  o r  
s e l f i s h .  Vida l  v. G i r a r d ,  2  How. 128, 11 L.Ed. 
205, appr .  P r i c e  v. Maxwell, 28 Pa. 35. What-
e v e r  p roceeds  from sense  of moral du ty  o r  f e e l -
i n g  of k indnes s  and humanity f o r  r e l i e f  o r  
comfort  of  a n o t h e r ,  & y l e  v ,  Ra i l road  Co., 118 
Mass. 195,  198,  1 9  .Am. Rep. 431. 

I n  summary, a s  po in t ed  o u t  i n  S t .  John t h e  ~ v a n q e l i s t  v. 
t h e  T r e a s u r e r  of t h e  C i t y  and County of  Denver, 37 Colo. 378, t h e  
f a c t  t h a t  a person pays f o r  a c t u a l  n e c e s s i t i e s ,  and compensation 
t o  t h e  i n s t i i u t i o n  does  no t  exceed what i s  r e q u i r e d  f o r ' t h e  success -
f u l  maintenance of an i n s t i t u t i o n ,  t h i s  does no t  r e n d e r  it l e s s  a 
c h a r i t y .  Of cou r se ,  t h e  f a c t  t h a t  an a s s o c i a t i o n  i s  n o n p r o f i t  a l s o  
does  no t  q u a l i f y  it f o r  an exemption. 



The C a l i f o r n i a  D i s t r i c t  C o u r t  of  Appeals  r u l e d  i n  F i f i e l d  
Manor v. County of Los Anqeles (1961) 10 C a l .  R e p o r t e r  242, that 
n o n ~ r o f i t  c o r ~ o r a t i o n s  were t a x  e x e m ~ t i o n  f o r  e n t i t l e d  t o  ~ r o ~ e r t v  
p r o p e r t y  devoted  t o  homes f o r  t h e  aged,  a l t h o u g h  o c ~ u ~ i e d ' m a i n l y  
by midd le  income p e r s o n s  who had been se l f -employed,  and where 
c h a r g e s  d i d  n o t  y i e l d  more t h a n  a c t u a l  c o s t s .  The c o u r t  concluded:  

The c o u r t s  have l o n g  r e c o g n i z e d  and d e c l a r e d  
t h a t  c h a r i t y  i s  n o t  l i m i t e d  t o  g i v i n g  alms,  i s  
n o t  c o n f i n e d  t o  r e l i e f  of  t h e  poor ,  may e x t e n d  
t o  t h e  r i c h  i n  a r e a s  where t h e y  a r e  n o t  a b l e  t o  
c a r e  f o r  t h e m s e l v e s ,  a n d  e x t e n d s  t o  t h o s e  s o c i a l  
o b j e c t i v e s  which promote t h e  g e n e r a l  w e l f a r e  and 
would be s e r v e d  by t h e  government i n  t h e  absence  
of  p h i l a n t h r o p i c  e n t e r p r i s e s  such a s  homes f o r  
t h e  aged. H i s t o r i c a l l y ,  and w e l l - n i g h  unan i -
mously, t h e  c o u r t s  have found homes f o r  t h e  aged 
t o  be c h a r i t a b l e  i n s t i t u t i o n s  where conducted  a t  
c o s t  o r  l e s s .  They have a l s o  r e c o g n i z e d  t h a t  
man, e s p e c i a l l y  t h e  o l d ,  does  n o t  l i v e  by b r e a d  
a l o n e ;  t h a t  though h e  be a b l e  t o  pay f o r  a l l  
m a t e r i a l  wants  h e  n e v e r t h e 1 . e ~ ~  may be  dependent  
upon h i s  f e l l o w  man o r  t h e  government t o  p r o -  
t e c t  him from t h e  h a u n t i n g  f e a r  of  l o s s  of  a l l  
h i s  p r o p e r t y  w i t h  r e s u l t a n t  p o v e r t y ,  f e a r  of  ill-
n e s s  o r  o t h e r  p h y s i c a l  d i s a b i l i t y  o v e r t a k i n g  him 
w i t h  no one  n e a r  t o  h e l p ,  f e a r  o f  t h e  l o n e l i n e s s  
a r i s i n g  from absence  of  s o c i a l  c o n t a c t s ,  f e a r  of  
any of  t h e  t r a g e d i e s  of o l d  age where t h e r e  i s  
no one s t a n d i n g  by t o  h e l p .  

The t e s t  i s  n o t  found i n  t h e  q u e s t i o n  of 
what f i n a n c i a l  a b i l i t y  d o e s  t h e  r e c i p i e n t  p o s s e s s ,  
b u t  what a r e  h i s  needs ,  a l l e v i a t i o n  of  which con-
s t i t u t e s  a  worthy s o c i a l  v a l u e .  We apprehend 
t h a t  t h e  f i n a n c i a l  t e s t  becomes p e r t i n e n t  o n l y  
when t h e  o c c u p a n t s  of an o l d  age  home pay more 
t h a n  t h e  c o s t  t o  t h e  home of  what i t  f u r n i s h e s  
them. 

(1 )  I n  t h e  l i g h t  of t h e s e  a u t h o r i t i e s  
it seems c l e a r  t h a t  a  home f o r  t h e  aged which 
c a t e r s  t o  wea l thy  p e r s o n s  and f u r n i s h e s  them 
t h o s e  s e r v i c e s  and c a r e  needed by t h e  o l d  and 
i n f i r m ,  r i c h  o r  poor ,  does  n o t  c e a s e  t o  be a 
c h a r i t a b l e  i n s t i t u t i o n  so  long a s  i t s  c h a r g e s  
do n o t  y i e l d  more t h a n  a c t u a l  c o s t  o f  o p e r a -  
t i o n ;  t h a t  i t  does  c e a s e  t o  have  t h a t  s t a t u s  
when t h e  o c c u p a n t s  pay more t h a n  t h e  c o s t  t o  
t h e  home, t h u s  r e s u l t i n g  i n  a  p r o f i t  and con- 
v e r t i n g  it i n t o  a n o n - c h a r i t a b l e  i n s t i t u t i o n .  

A t t o r n e y  G e n e r a l 1  s Opin ions .  I n  1959,  Donald K e l l e y ,  

C i t y  A t t o r n e y  f o r  Denver, r e q u e s t e d  an o p i n i o n  from t h e  A t t o r n e y  




Gene ra l  on t h e  t a x a b l e  s t a t u s  of  t h e  Campbell-Stone Memorial 
Res idence  (Memo No. 59 - 3341) .  Exce rp t s  from M r .  Dunbar1s r e p l y  
f o l l o w :  

The A s s o c i a t i o n  of C h r i s t i a n  Churches of 
t h e  Denver Area, I n c . ,  i s  t h e  owner of  what i s  
known a s  Campbell-Stone Memorial Res idence ,  
l o c a t e d  a t  1285 Race S t r e e t ,  Denver. The 
A s s o c i a t i o n  f o r m a l l y  r e q u e s t e d  t h e  Assessor  
t h a t  i t s  p r o p e r t y ,  l a n d  and improvements be  
g iven  t a x  exemption from ad valorem t a x e s  un- 
d e r  Sec.  137-12-3(8) ,  C.R.S. '53 and Sec .  5, 
A r t i c l e  X of  t h e  C o n s t i t u t i o n .  Such r e q u e s t  
was den i ed  by t h e  Asse s so r  and t h e  m a t t e r  i s  
c u r r e n t l y  pending b e f o r e  t h e  Board of Equa l iza -
t i o n .  

The f a c t s  upon which r e q u e s t  f o r  exemp- 
t i o n  was based appear  t o  be: -  

The A s s o c i a t i o n  h a s  made improvements 
on t h e  l a n d  which c o n s i s t s  o f  a  modern a p a r t -  
ment b u i l d i n g  c o n t a i n i n g  a  ' t o t a l  o f  s i x t y -
f i v e  r e s i d e n t  u n i t s  v a r y i n g  between b u f f e t  
u n i t s ,  one bed room u n i t s  and two bed room 
u n i t s ,  t o g e t h e r  w i th  a r e c r e a t i o n  room, sun 
deck and s ick-bay .  The same i s  l i c e n s e d  by 
t h e  Department of H e a l t h  and H o s p i t a l s  o f  
Denver a s  an I n s t i t u t i o n  f o r  t h e  Aged. The 
u n i t s  a r e  l e a s e d  on ly  t o  p h y s i c a l l y  a b l e  
s e n i o r  c i t i z e n s ,  who a r e  approved by an ad-
m i s s i o n s  commit tee ,  and who pay an occupancy 
f e e  o f  $600.00 ( r e f u n d a b l e  on d e a t h  o r  r e -  
moval) and f i x e d  monthly r e n t a l s  o f  $48.00 
f o r  b u f f e t  u n i t s ;  $65.00 f o r  one bed room 
apa r tmen t s ;  and $80.00 f o r  two bed room 
apar tments .  The t enancy  i s  t e r m i n a t e d  upon 
non-payment of t h e  agreed  r e n t a l ,  excep t  
t h a t  t h e  A s s o c i a t i o n  s t a t e s  t h a t  it h a s  e s t a b -  
l i s h e d  a f und ,  a r i s i n g  from v o l u n t a r y  c o n t r i -  
b u t i o n s ,  from which r e n t a l s  due from occupan t s  
who a r e  w i t h o u t  f u n d s  i s  p a i d .  The r e n t a l s  
charged  a r e  a d m i t t e d l y  lower  t h a n  t h e  p r e v a i l -  
i n g  r e n t a l  s c a l e  of l i k e  u n i t s .  

The A s s o c i a t i o n  h a s  f i l e d  w i th  t h e  FHA, 
from whom a  l o a n  was o b t a i n e d ,  a  l e t t e r  o b l i g a t -  
i n g  it  t o  assume and pay any d e f i c i t  between 
income and o p e r a t i n g  expense  a r i s i n g  o u t  of 
t h e  o p e r a t i o n  of  s a i d  hous ing  p r o j e c t .  

QUESTION: Under t h e s e  f a c t s  does  Sec. 
5, A r t i c l e  X of t h e  Colorado C o n s t i t u t i o n  
and Sec.  137-12-3(8) ,  C.R.S. '53 exempt t h i s  
p r o p e r t y  from ad valorem t a x a t i o n ?  



ANSWER: Under t h e  f a c t s  a s  o u t l i n e d  i n  

P 

your  of October 26. and a f t e r  an examina-
i i o n  of t h e  d e c i s i o n s  a p p l i c a b l e  t h e r e t o  it i s  
my op in ion  t h a t  t h e r e  i s  ample a u t h o r i t y  and 

rounds t o  suppor t  a  j u d i c i a l  de t e rmina t ion  
n  f a v o r  of a  t a x  exempt s t a t u s  under Sec. 137-

1 2 - 3 ( 3 ) ,  C.R.S. 1963, and Sec.  5, A r t i c l e  X of 
t h e  C o n s t i t u t i o n .  

More d e t a i l e d  f a c t s  r e l a t i n g  t o  t h e  opera-  
t i o n  of  t h e  Campbell-Stone Memorial Residence,  
appear ing  i n  a  b r i e f  submi t ted  on t h e  q u e s t i o n  
i n d i c a t e s  t h a t  t h e  r e s i d e n c e  i s  ope ra t ed  a s  a 
non -p ro f i t  c h a r i t a b l e  and 'benevolen t  e n t e r -
p r i s e  of t h e  Assoc i a t i on .  The Assoc i a t i on ,  a 
Colorado c o r p o r a t i o n ,  was i s s u e d  a  c o r p o r a t e  
c h a r t e r  i n  1946, a s  a  r e l i g i o u s  and benevolent  
s o c i e t y  o r  a s s o c i a t i o n  and i s  no t  o rgan ized  
f o r  p r o f i t  and h a s  no s tockho lde r s .  

From Kemp v. P i l l a r  of  F i r e ,  94. Colo. 41 ,  
decided i n  1933, we f i n d  t h e  fo l l owing :  

"While t h e  u se  o f  t h e  p r o p e r t y ,  and no t  
t h e  c h a r a c t e r  of t h e  owner, i s  t h e  t e s t  of 
t h e  r i g h t  t o  exemption, t h e  c h a r a c t e r  of  t h e  
owner sheds  an impor tan t  s i d e  l i g h t  on t h e  
n a t u r e  of t h e  use . "  

I n  Lutheran H o s p i t a l  Assoc i a t i on  v. Baker 

(1918) ,  40 s.9. 226, 167 N.W. 148, it was s a i d :  


"The de t e rmina t ion  of t h e  exemption i n  
a  p a r t i c u l a r  c a s e  seems t o  depend i n  t h e  l a s t  
a n a l y s i s ,  upon two t h i n g s  

F i r s t ,  whether t h e  o r g a n i z a t i o n  c la iming  
t h e  exemption i s  a  c h a r i t a b l e  one;  and, second, 
whether t h e  p rope r ty  on which t h e  exemption i s  
claimed i s  being devoted t o  c h a r i t a b l e  purposes .  
I n  g e n e r a l ,  it may be s a i d  t h a t  any body no t  
o rgan ized  f o r  p r o f i t ,  which h a s  f o r  i t s  purpose 
t h e  promotion of t h e  g e n e r a l  we l f a r e  of  t h e  
p u b l i c ,  ex tend ing  i t s  b e n e f i t s  wi thout  d i s c r i m i -  
n a t i o n  a s  t o  r a c e ,  c o l o r  o r  c r e e d ,  i s  a  c h a r i t a -  
b l e  o r  benevolent  o r g a n i z a t i o n  w i t h i n  t h e  
meaning of t h e  t a x  exemption s t a t u t e s . "  

We no te  f u r t h e r  t h a t  " t h e  c o u r t s  a r e  
agreed t h a t  a c h a r i t a b l e  i n s t i t u t i o n  does no t  
l o s e  i t s  c h a r i t a b l e  c h a r a c t e r  and i t s  consequent 
exemption from t a x a t i o n  merely because r e c i p i e n t s  
of i t s  b e n e f i t s  who a r e  a b l e  t o  pay a r e  r e q u i r e d  
t o  do s o ,  where funds  de r ived  i n  t h i s  manner 
a r e  devoted t o  t h e  c h a r i t a b l e  purpose of t h e  
i n s t i t u t i o n . "  Hot Sp r inqs  School D i s t .  v s .  
S i s t e r s  of Mercy (1907) ,  84 Ark. 497,  106 SOW. 
954. 
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From t h e  c a s e  The Bishop and Chapter  of t he  
Ca thed ra l  of S t .  ~ o h n  t h e  Evanqe l i s t  v. The 
T r e a s u r e r  of t h e  C i t y  and County of Denver, 37 
c o l o .  378, 86 Pac. 1021, we have t h e  fo l lowing:  

"The on ly  ques t ion ,  t h e r e f  o r e ,  p r e sen ted  
f o r  o u r  c o n s i d e r a t i o n  i s ,  whether t h e  exac t ion  
of payment from t h e  p a t i e n t s  f o r  t h e  a c t u a l  
n e c e s s i t i e s  f u r n i s h e d ,  according t o  t h e i r  c i r -  
cumstances and t h e  accommodations t hey  r e c e i v e ,  
c o n s t i t u t e d  a  u se  of t h e  b u i l d i n g s  o t h e r  t h a n  
a  s t r i c t l y  c h a r i t a b l e  one, We t h i n k  t h a t  it 
h a s  been uniformly h e l d  t h a t ,  when such com- 
pensa t ion  does  no t  exceed what i s  r e q u i r e d  f o r  
t h e  s u c c e s s f u l  maintenance of t h e  i n s t i t u t i o n ,  
it does no t  r e n d e r  it l e s s  a  c h a r i t y . "  

The "Hornell r e q u i r e s  t h a t  i t s  t e n a n t s  pay 
on ly  a  p o r t i o n  of t h e i r  keep i f  t h e  a r e  f i n a n -
c i a l l y  a b l e ,  and i f  t hey  a r e  no t  rab e  t o  pay, 
money i s  r ece ived  from member churches  a s  dona- 
t i o n s  t o  c a r r y  on t h e  work -of t h e  home and t o  
pay f o r  t h o s e  who a r e  unable  t o  pay. 

From t h e  a l l e g e d  f a c t s  submit ted i n  your 
l e t t e r  it appears  t h a t  t h e  r e s i d e n t s  of Campbell- 
Stone Memorial Residence,  a r e  a l l  and may have 
been f o r  many y e a r s ,  r e s i d e n t s  of t h e  S t a t e  of  
Colorado. 

The ures idencef l  meets t h e  requi rements  f o r  
t a x  exemption i n  t h e  fo l lowing  r e s p e c t s : -  

(1 )  A Colorado c o r p o r a t i o n  organized  a s  
a  r e l i g i o u s  and benevolent  non-prof i t  e n t e r -
p r i s e ,  whose membership c o n s i s t s  of  t h e  Asso- 
c i a t i o n  of C h r i s t i a n  Churches of Denver. 

(2)  Fu rn i shes  a  home f o r  s e n i o r  c i t i z e n s ,  
a t  l e s s  expense t o  t h e  r e s i d e n t  of  t h e  home than  
could be purchased e lsewhere ,  any d e f i c i t  being 
made up from dona t ions  and c o n t r i b u t i o n s  from 
member churches .  

(3) R e s u l t  : The Campbell-Stone Memorial 
Residence by i t s  o p e r a t i o n  and c a r e  of s e n i o r  
c i t i z e n s  i s  the reby  r e l i e v i n g  t h e  t axpaye r s  of 
Colorado of t h e  expense of c a r i n g  f o r  t h o s e  
e l d e r  c i t i z e n s  who o the rwi se  might sooner  o r  
l a t e r  become a  charge  upon t h e  S t a t e  f o r  t h e i r  
c a r e  and suppor t .  

The Attorney General  i s s u e d  a s i m i l a r  op in ion  i n  December 
of 1960 -- 60-3464: 



Rocky Mountain Method i s t  Homes, I n c o r p o r a t e d  
i s  a n o t  f o r  p r o f i t  Colorado c o r p o r a t i o n  and owns 
c e r t a i n  r e a l  e s t a t e  i n  Boulder  County and h a s  con-
s t r u c t e d  improvements,  t h e r e o n  a t  a c o s t ,  i n c l u d -
i n g  c o s t  of  f u r n i s h i n g s ,  o f  abou t  $1,920,000.00. 
The Boulder  County A s s e s s o r  p roposes  t o  a s s e s s  
t h e  improvements and l a n d .  The c o r p o r a t i o n  
c l a i m s  t h a t  t h i s  a s sessment  i s  e r r o n e o u s  s i n c e  
t h e  l a n d s  and improvements a r e  exempt from t a x a -  
t i o n  under  t h e  p r o v i q i o n s  of S e c t i o n  5, A r t i c l e  
X of  t h e  Colorado C o n s t i t u t i o n  and S e c t i o n  137-12-3, 
1953 C.R.S. 

The p r o p e r t y  i s  o p e r a t e d  under  t h e  name F r a -  
s i e r  Meadows Manor. The home i s  o p e r a t e d  a s  a 
home f o r  e l d e r l y  p e r s o n s  and i s  a p r o j e c t  of  The 
Rocky Mountain Conference  of  t h e  Method i s t  Church, 
which Conference  i s  t h e  govern ing  body of t h e  
church  f o r  t h e  S t a t e s  of Co lo rado ,  Wyoming and 
Utah.  The c h a r t e r  p r o v i d e s  t h a t  t h e  home i s  t o  
be  a  home f o r  members o r  m i n i s t e r s  of  t h e  Metho- 
d i s t  Church and f o r  o l d e r  p e r s o n s  of  good moral  
c h a r a c t e r . .  . 

For  t h o s e  who have  s u f f i c i e n t  f u n d s  a  c o n t r i -
b u t i o n  i s  made depending upon t h e  accomodations 
d e s i r e d .  The accommodations v a r y  from a s i n g l e  
u n i t  a t  $8,000 t o  $18,000 f o r  an  apar tment  f a c i n g  
t h e  mounta ins .  For  t h i s  payment t h e  accommoda- 
t i o n s  a r e  a v a i l a b l e  f o r  l i f e .  The u n i t s  a r e  
l e a s e d  o n l y  t o  p h y s i c a l l y  a b l e  s e n i o r  c i t i z e n s .  
The monthly c a r e  and f o o d  c h a r g e  i s  $125.00 p e r  
month. The c o r p o r a t i o n  a g r e e s  t o  c a r e  f o r  a p e r -
son on b a s i s  of o l d  age a s s i s t a n c e  shou ld  f u n d s  
become e x h a u s t e d .  The c o r p o r a t i o n  a l s o  p r o v i d e s  
f o r  s p e c i a l  occupancy c a s e s  where peop le  do n o t  
have  s u f f i c i e n t  f u n d s  t o  pay t h e  $8,000. These 
c o n t r i b u t i o n s  have  v a r i e d  from $25.00 t o  $1500. 
Seven p e r s o n s  have  been a d m i t t e d  a s  s p e c i a l  occu-
pancy c a s e s  and t h e  t o t a l  c o n t r i b u t i o n  f o r  t h e  
seven i s  $4,525 o r  an a v e r a g e  of  approx imate ly  
$650.00 each.  

There i s  no f i x e d  r u l e  by which i t  can  b e  
de te rmined  whether  an o r g a n i z a t i o n  i s  a  c h a r i t a b l e  
one.  Each c a s e  must t u r n  on i t s  p a r t i c u l a r  f a c t s .  

I t  a p p e a r s  t h a t  F r a s i e r  Meadows and Campbell- 
S tone  a r e  s i m i l a r  i n  o r g a n i z a t i o n  and purpose  
w i t h  t h e  e x c e p t i o n  t h a t  F r a s i e r  Meadows r e q u i r e s  
a  much l a r g e r  occupancy f e e  ($8,000 - $18,000) 
t h a n  Campbell-Stone ($600.00) . F r a s i e r  Meadows 
c h a r g e s  $125 p e r  month f o r  t h e  room, h e a t ,  l i g h t ,  
w a t e r ,  b o a r d ,  p e r i o d i c  room s e r v i c e  and f l a t  
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l a u n d r y  s e r v i c e .  Campbell-Stone makes a f i x e d  
monthly r e n t a l  of  648.00 - $80.00 w i t h  no p ro -
v i s i o n  f o r  board .  

I t  i s  my o p i n i o n  t h a t  t h e r e  i s  s u f f i c i e n t  
s i m i l a r i t y  i n  t h e  F r a s i e r  Meadows home compared 
t o  t h e  Campbell-Stone home t o  j u s t i f y  a j u d i c i a l  
d e t e r m i n a t i o n  i n  f a v o r  o f  a t a x  exempt s t a t u s  
under  Sec .  137-12-3(8) ,  C.R.S. 1953,  and Sec .  5, 
A r t i c l e  X of  t h e  C o n s t i t u t i o n .  

I n  a l e t t e r  t o  t h e  A t t o r n e y  G e n e r a l  i n  J a n u a r y  o f  1963, 
Howard L a t t i n g ,  chai rman of  t h e  Tax Commission, a l s o  o u t l i n e d  problems 
.posed by s e n i o r  c i t i z e n  homes. 

A s  you a r e  undoub ted ly  aware, Congress  au tho-  
r i z e d  F. H.  A. f i n a n c i n g  of  S e n i o r  C i t i z e n  Homes, 
p rov ided  t h e y  were sponsored  by c e r t a i n  t y p e s  of  
n o n - p r o f i t  o r g a n i z a t i o n s .  

I n  Colorado ,  such homes have been and a r e  
i n  t h e  p r o c e s s  of b e i n g  sponsored  by c h u r c h e s ,  
church  o r g a n i z a t i o n s ,  h o s p i t a l  a s s o c i a t i o n s ,  
and l a b o r  u n i o n s .  Inasmuch a s  F. H.  A .  d o e s  
n o t  p r o v i d e  one-hundred p e r  c e n t  f i n a n c i n g ,  
second mortgages  a r e  n e c e s s a r y .  I f  a  S e n i o r  
C i t i z e n  wishes  t o  a v a i l  , h i m s e l f ,  o r  h e r s e l f ,  
of  one  of  t h e s e  a p a r t m e n t s ,  he  o r  she  must pay 
an  e n t r a n c e  f e e ,  p l u s  a  monthly r e n t a l .  

The e n t r a n c e  f e e s  w i l l  v a r y  from $600 t o  
$7,500 g e n e r a l l y ,  and t h e  monthly r e n t a l  w i l l  
v a r y  from $60 p e r  month t o  $135 p e r  month gen- 
e r a l l y .  The e n t r a n c e  f e e  i s  g e a r e d  p r i m a r i l y  
t o  s e r v i c e  t h e  second mortgage ,  and t h e  monthly 
r e n t a l s  a r e  e s t a b l i s h e d  a f t e r  a p p r o v a l  by F. H. A. 
t o  s e r v i c e  t h e  F.  H .  A .  l o a n .  Thus, it would 
a p p e a r ,  t h a t  t h e  amount of  money n e c e s s a r y  t o  
p r o v i d e  S e n i o r  C i t i z e n  hous ing  i s  provided by 
t h e  S e n i o r  C i t i z e n s  t h e m s e l v e s ,  and NOT by t h e  
s p o n s o r i n g  o r g a n i z a t i o n ;  i n  o t h e r  words,  t h e y  
a r e  s e l f - s u s t a i n i n g .  

A t  t h e  p r e s e n t  t i m e ,  we a r e  i n  r e c e i p t  of  
t h r e e  s e p a r a t e  a p p l i c a t i o n s  f o r  t a x  exemption 
under  C. R.  S .  1953, 137-12-3(8) f i l e d  w i t h  u s  
f o r  d e t e r m i n a t i o n  of e l i g i b i l i t y  u n d e r  137-3-5-9(2):  

1. 	 A s s o c i a t i o n  of  C h r i s t i a n  Churches  (Campbell-  
S t o n e )  

2 .  	 Broadway B a p t i s t  Housin  , I n c o r p o r a t e d  
( R o g e r - ~ i l l i a m s  Manor 3 

3. 	 C e n t r a l  Housing,  I n c o r p o r a t e d  (Cane- 
Ridge an or) 



T h e r e  i s  no d o u b t  i n  o u r  mind t h a t  such  p r o j e c t s  
a r e  commendable, however ,  t h e r e  i s  some d o u b t  as  
t o  t h e i r  e l i g i b i l i t y  f o r  exempt ion  u n d e r  s t r i c t  
i n t e r p r e t a t i o n  o f  a p p l i c a b l e  s t a t u t e s .  A l s o ,  be-
c a u s e  t h i s  i s  a new c o n c e p t ,  t h e r e  i s  some ques-
t i o n  a s  t o  w h e t h e r  o r  n o t  t h e  m a t t e r  s h o u l d  b e  
d e t e r m i n e d  by l i t i g a t i o n ,  r a t h e r  t h a n  by a d m i n i s t r a -  
t i v e  d e c i s i o n .  

I n  answer  t o  M r .  L a t t i n g ,  t h e  A t t o r n e y  G e n e r a l  s t a t e d :  

We have  examined t h e  p a p e r s  s u b m i t t e d  by t h e  
Broadway B a p t i s t  Hous ing ,  I n c o r p o r a t e d  (Roqer-  
W i l l i a m s  Manor) ,  C e n t r a l  Hous ing ,  i n c o r p o r a t e d  
(Cane-Ridge an or) , and P r e s b y t e r i a n  H o s p i t a l  
A s s o c i a t i o n  ( P a r k  ano or) , r e s p e c t i n g  t h e i r  
c l a i m s  f o r  t a x  exempt ion  u n d e r  137-12-3(8)  CRS 
'53 a s  amended, and we do n o t  see where t h e s e  
o r g a n i z a t i o n s  and  t h e i r  o p e r a t i o n s  d i f f e r  i n  
p r i n c i p l e  f rom t h e  A s s o c i a t i o n  o f  C h r i s t i a n  
Churches  o f  t h e  Denver Area ,  Inc.. , which o p e r -  
a t e s  Campbel l -S tone ,  which was t h e  s u b j e c t  o f  
o u r  Op in ion  No. 59-3341 which you have ,  o r  
F r a s i e r  Meadows Manor owned by Rocky Mountain 
M e t h o d i s t  Homes, I n c . ,  which was t h e  s u b j e c t  o f  
o u r  O p i n i o n  No. 60-3464 which you a l s o  have .  
We have  a l s o  r e a d  t h e  c a s e  o f  F i f i e l d  Manor, 
and o t h e r s ,  v .  t h e  County of  Los  Angeles  
d e c i d e d  by t h e  D i s t r i c t  C o u r t  of  Appeal  o f  t h e  
Second D i s t r i c t  o f  C a l f f o r n i a  on J a n u a r y  3, 
1961 a s  m o d i f i e d  on J a n u a r y  31, 1961. From 
t h i s  c a s e  and t h e  o t h e r  c a s e s  which we c i t e d  
i n  o u r  O p i n i o n s  No. 59-4331, 59-3346, and 60-
3464 it i s  s t i l l  o u r  o p i n i o n  t h a t  t h e r e  i s  
ample a u t h o r i t y  t o  j u s t i f y  you i n  d e t e r m i n i n g  
t h a t  a l l  o f  t h e  above i n s t i t u t i o n s  a r e  exempt 
f rom ad va lo rem t a x e s  u n d e r  S e c t i o n  137-12-3(8)  
CRS '53 a s  amended. 

Based on o p i n i o n s  o f  t h e  A t t o r n e y  G e n e r a l  and C o u r t  d e c i -  
s i o n s  i n  Co lo rado  and o t h e r  s t a t e s ,  t h e  commission h a s  approved  t h e  
c o n c e p t  o f  an  a d  va lo rem t a x  exempt ion  f o r  n o n p r o f i t  s e n i o r  c i t i z e n  
homes. 



Churches  Under C o n s t r u c t i o n  

I n  v iewing t h e  r e c o r d s  o f  t h e  Tax Commission, a  number 
of  r e l i g i o u s  o r g a n i z a t i o n s  have  f i l e d  f o r  exemption of  church  
b u i l d i n g s  under  c o n s t r u c t i o n .  If t h e  i n v e s t i g a t i o n  of  t h e  p r o p e r t y  
by t h e  commission, s t a f f ,  o r  coun ty  a s s e s s o r  r e v e a l s  t h a t  a church  
a c t u a l l y  i s  under  c o n s t r u c t i o n  t h e  exemption i s  g r a n t e d .  The com- 
m i s s i o n ' s  d e c i s i o n  i s  based on Supreme C o u r t  c a s e s  u t i l i z i n g  a 
" l i b e r a l  r u l e N  of  i n t e r p r e t a t i o n  of A r t i c l e  X,  S e c t i o n  5, of  t h e  
Colorado C o n s t i t u t i o n  and t h e  r e l a t i v e  s t a t u t e s .  I t  i s  i n t e r e s t i n g
t o  n o t e ,  however, t h a t  Supreme C o u r t  members have  d i s a g r e e d  o v e r  
t h e  a p p l i c a t i o n  of  t h e  s o - c a l l e d  l i b e r a l  r u l e g 1  o f  c o n s t r u c t i o n .  

The d e p r e s s i o n  of t h e  1930 ' s  a p p a r e n t l y  was an  i m p o r t a n t  
f a c t o r  i n  b r i n g i n g  t h i s  problem t o  t h e  a t t e n t i o n  of  t h e  c o u r t  a s  
w e l l  a s  be ing a f a c t o r  i n  t h e  l i b e r a l  d e c i s i o n s  o f  t h e  c o u r t .  The 
i s s u e  of a t a x  exemption f o r  c h u r c h e s  under  c o n s t r u c t i o n  came b e f o r e  
t h e  c o u r t s  because  t h e r e  were l e n g t h y  .pe r iods  d u r i n g  t h e  d e p r e s s i o n  
i n  which churches  l a c k e d  f i n a n c e s  t o  comple te  t h e i r  b u i l d i n g  a c t i v i -  
t i es .  

For  i n s t a n c e ,  i n  E l  J e b e l  S h r i n e  A s s o c i a t i o n  v .  McGlone 

( 1 9 3 3 ) ,  93  C.334, t h e  c o u r t  s t a t e d :  


...a s u f f i c i e n t  answer i s  t h a t  a t  t h e  c o s t  
o f  abou t  $50,000 a c e l l a r  h a s  been e x c a v a t e d  
upon t h e i r  p r e m i s e s  and s t o n e  w a l l s  t h e r e o n  
e r e c t e d  upon which t h e  s u p e r - s t r u c t u r e  of  a 
b u i l d i n g  w i l l  be  e r e c t e d  a s  soon a s  b u s i n e s s  
c o n d i t i o n s  p e r m i t .  Counsel  f o r  t h e  c o u n t y  
t r e a s u r e r  e v i d e n t l y  c o n s t r u e s  o u r  c o n s t i t u -  
t i o n a l  and s t a t u t o r y  p r o v i s i o n s  i n  q u e s t i o n  
a s  r e q u i r i n g  a  b u i l d i n g  t o  be  e n t i r e l y  com- 
p l e t e d  b e f o r e  t h e  same can  e s c a p e  t a x a t i o n .  
There  a r e  a number of  d e c i s i o n s  i n  o t h e r  j u r i s -  
d i c t i o n s  t o  t h e  c o n t r a r y .  A s t r u c t u r e  i s  a  
b u i l d i n q  under  t h e  a r s o n  s t a t u t e ,  a l t h o u g h  it 
i s  y e t  i n c o m p l e t e  and u n f i n i s h e d ;  ~ o m m o ~ w e a l t h  
v. S q u i r e ,  4 2  Mass. (1 ~ e t c . ) ,  258, 259. I n  
S c o t t  v.  G o l d i n q h o r s t ,  123  I n d .  268, 24 N.E. 
333,  t h e  word w b u i l d i n g l l  under  t h e  mechan ic ' s  -
l i e n  law does  n o t  mean a comple ted  b u i l d i n g . . .  
I t  would seem t h e r e f o r e ,  t h a t  t h e  f o u n d a t i o n  
which t h e  s h r i n e  a s s o c i a t i o n  h a s  made, o r  
caused  t o  b e  made, upon t h e s e  p r e m i s e s  i s  a 
b u i l d i n g ,  a t  l e a s t  a  p a r t  of  b u i l d i n g .  ...I n  
New Enqland Hosp. v .  Boston,  113 Mass. 518,... 
The c o u r t  i n  t h a t  c a s e  s a i d  t h a t  inasmuch a s  
t h i s  a d m i t t e d l y  c h a r i t a b l e  i n s t i t u t i o n  had 
purchased t h e  l o t s  f o r  t h e  purpose  o f  e r e c t i n g
t h e  b u i l d i n g  t h e r e o n ,  and was p roceed ing  w i t h  
t h e  p r e l i m i n a r y  measures  n e c e s s a r y  f o r  i t s  
e r e c t i o n ,  t h e  l a n d  must b e  deemed t o  b e  occup ied  ' 

f o r  t h e  c h a r i t a b l e  purposes  f o r  which t h e  h o s p i -  
t a l  was i n c o r p o r a t e d  and was t h e r e f o r e  exempt... 
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I n  t h e  S h r i n e  c a s e ,  t h e  c o u r t  u p h e l d  t h e  p r e m i s e  t h a t  an  u n f i n i s h e d  
s t r u c t u r e  i s  i n  f a c t  a b u i l d i n g  and  e n t i t l e d  t o  exempt ion .  

T h i s  l i b e r a l  c o n s t r u c t i o n  was c a r r i e d  one  s t ep  f u r t h e r  i n  
a  m a j o r i t y  o  i n i o n  o f  t h e  Supreme C o u r t  i n  McGlone v .  ~ i r s tB a p t i s t
Church (1935  7 , 97 Colo .  427. A r e l i g i o u s  o r g a n i z a t i o n  r a z e d  a r e d -
-and g a r a g e s  f o r  t h e  p u r p o s e  o f  c o n s t r u c t i o n  o f  a church .  A t  
t h e  time o f  a s s e s s m e n t  t h e  l a n d  had  been  c l e a r e d  and was v a c a n t ,  b u t  
a c t u a l  c o n s t r u c t i o n  had  n o t  commenced. However, t h e  c o u r t  h e l d  t h a t  
c l e a r i n g  o f  t h e  l a n d  was s u f f i c i e n t  e v i d e n c e  of i n t e n t  t o  b u i l d  
a  c h u r c h  and g r a n t e d  t h e  exempt ion .  E x c e r p t s  f rom t h e  m a j o r i t y  
o p i n i o n  o f  t h e  c o u r t  f o l l o w :  

...I n  a  r e c e n t  c a s e  t h i s  c o u r t  s a i d :  "The 
c o u r t s  o f  some o f  t h e  s t a t e s  i n t e r p r e t  such  p r o -  
v i s i o n s  s t r i c t l y  and  o t h e r s  l i b e r a l l y .  O u r  own 
d e c i s i o n s  u n q u e s t i o n a b l y  a r e  l ibera l***  The 
argument  o f  c o u n s e l  f o r  t h e  d e f e n d a n t s  i n  e r r o r ,  
which,  i n  s u b s t a n c e ,  i s  a  p l e a  f o r  t h e  a d o p t i o n  
by t h i s  c o u r t  o f  t h e  s t r i c t ' r u l e  o f  c o n s t r u c t i o n ,  
which i f  app roved ,  would b e  c o n t r a r y  t o  o u r  p r e -  
v i o u s  d e c i s i o n s  on t h i s  i m p o r t a n t  s u b j e c t ,  d o e s  
n o t  meet w i t h  o u r  a p p r o v a l ,  ..." 

...The s t a t u t e  w i t h  r e f e r e n c e  t o  exempt ions  
i s  p r a c t i c a l l y  i n  t h e  same words a s  t h e  c o n s t i t u -  
t i o n a l  p r o v i s i o n .  I t  h a s  n o t  been  m a t e r i a l l y  
changed  o v e r  a c o u r s e  o f  many y e a r s ,  f rom which 
f a c t  it seems l o g i c a l  t o  c o n c l u d e  t h a t  t h e  p e o p l e  
o f  t h e  s t a t e  have  approved  t h e  l i b e r a l  r u l e  o f  
c o n s t r u c t i o n  a d o p t e d  by t h e  c o u r t s ;  o t h e r w i s e  
t h e y  would have  t a k e n  a c t i o n  t h r o u g h  t h e  l e g i s l a -  
t u r e  t o  f u r t h e r  l i m i t  t h e  c o n d i t i o n s  u n d e r  which 
p r o p e r t y  o f  r e l i g i o u s ,  c h a r i t a b l e  and e d u c a t i o n a l  
i n s t i t u t i o n s  may b e  exempt.  

...Based on t h e  E l  J e b e l  A s s o c i a t i o n  v .  McGlone, 
S u p r a ,  i n  which t h e  c o u r t  h e l d  t h a t  a  f o u n d a t i o n  
was s u f f i c i e n t  t o  q u a l i f y  a s  a  b u i l d i n q .  t h e  ma jo r -  
i t y  o p i n i o n  s t a t e d  here was no c o n t e n t i o n  i n  
t h a t  c a s e ,  and  c o u l d  b e  none i n  r e a s o n  t h a t  t h e  
f o u n d a t i o n ,  which i s  a l l  t h e r e  was on  t h e  l o t ,  was 
u s e d  f o r  s t r i c t l y  c h a r i t a b l e  p u r p o s e s .  I n d e e d  
t h e r e  was no c o n t e n t i o n  t h a t  i t  was u s e d  a t  a l l . "  
The r u l e  o f  c o n s t r u c t i o n  t h a t  we  a p p l i e d  i n  t h e  
S h r i n e  c a s e  was s u b s t a n t i a l l y  t h i s :  When an ad-
m i t t e d l y  c h a r i t a b l e  i n s t i t u t i o n  u n d e r t a k e s  i n  
good f a i t h  t o  e x t e n d  i t s  l a n d  and f a c i l i t i e s  f o r  
c h a r i t a b l e  work and e v i d e n c e s  t h i s  f a c t  by t h e  
e x p e n d i t u r e  of money and t h e  do ing  o f  work a s  
p a r t  of  a program l o o k i n g  toward  t h e  e r e c t i o n  o f  
a b u i l d i n g  t o  be used  when comple t ed  f o r  c h a r i t a b l e  
p u r p o s e s ,  t h i s  i s  w i t h i n  t h e  s p i r i t  o f  t h e  c o n s t i -  
t u t i o n a l  and s t a t u t o r y  t a x  exempt ion  p r o v i s i o n s  ... 
I n  e f f e c t  w e  h o l d  t h a t  t h e  r e q u i r e m e n t s  o f  t h e  
c o n s t i t u t i o n  and s t a t u t e s  a r e  met i f  t h e r e  i s  



a bona f i d e  c o n t i n u i n g  i n t e n t i o n  t o  c o n s t r u c t  a 
b u i l d i n g  t o  be  devo ted  t o  t h e  s p e c i f i e d  u s e s ,  
ev idenced by work and t h e  e x p e n d i t u r e  of money 
toward t h a t  end. 

I n  t h e  i n s t a n t  c a s e ,  t h e  c o u r t  contended:  
"It began work on t h e  l o t s  by removing a  n i n e -  
t e e n  room house  and n i n e  o r  t e n  g a r a g e s  l o c a t e d  
t h e r e o n  and had completed t h i s  work o n l y  f i v e  
months b e f o r e  t h e  assessment  of  which compla in t  
was made, work t h a t  was a  p r e r e q u i s i t e  t o  b u i l d -  
i n g  a  church  and a  p a r t  of  t h e  b u i l d i n g  program, 
j u s t  a s  p u t t i n g  i n  a f o u n d a t i o n  was a  p a r t  of  
t h e  S h r i n e  program." 

On t h e  o t h e r  hand,  i n  a  m i n o r i t y  o p i n i o n ,  J u s t i c e  Hol land  
d i s s e n t e d .  I n  p a r t ,  h e  s a i d :  

...c a n  l i b e r a l  c o n s t r u c t i o n  go s o  f a r  a s  t o  
b r i n g  i n t o  p h y s i c a l  e x i s t e n c e  a  b u i l d i n g ,  o r  some 
p a r t  of  a  b u i l d i n g  on a l o t ,  when a d m i t t e d l y  
t h e r e  i s  none? ...The C o n s t i t u t i o n  c l e a r l y  s a y s  ...and does  n o t  say  t h a t  t h e  i n t e n t i o n  t o  con-
s t r u c t  a  b u i l d i n g  t o  b e  u s e d  f o r  r e l i g i o u s  wor- 
s h i p  exempts t h e  r e a l  e s t a t e  upon which i t  i s  t o  
be  l o c a t e d ,  from t a x a t i o n .  ...I f  t h e r e  was even 
a doubt  a s  t o  t h e  meaning of t h e  wording of t h e  
c o n s t i t u t i o n  and s t a t u t e  a p p l i c a b l e  t o  t h e  c a s e  
and it became n e c e s s a r y  t o  i n d u l g e  a presumpt ion  
r e l a t i v e  t o  t h e  meaning of  t h e  words employed, 
t h e  presumpt ion  i s  always i n  f a v o r  of t h e  t a x i n g  
power. 6 1  C.J.  391, S e c t i o n  395. 

Chief  J u s t i c e  B u t l e r  c o n c u r r e d  i n  t h e  d i s s e n t .  

Nonres iden t  A c t i v i t i e s  

The Tax Commission h a s  h e l d  t h a t  t h e  p r o p e r t y  of a  geology 
summer camp f o r  s t u d e n t s  of  an  o u t - o f - s t a t e  u n i v e r s i t y  must be p l a c e d  
o n  t h e  t a x  r o l l s .  S i m i l a r l y ,  t h e  commission h a s  de te rmined  t h a t  p r o -  
p e r t y  used  f o r  o t h e r  r e l i g i o u s ,  c h a r i t a b l e ,  and e d u c a t i o n  a c t i v i t i e s  
~ r i m a r i l v  f o r  t h e  b e n e f i t  o f  n o n r e s i d e n t s  of Colorado may no t  q u a l i f y-
f o r  a t a ;  exemption.  I n  The Young L i f e  Campaiqn, A corpora t ion ,  v.  
Board of County Commissioners of  C h a f f e e  County,  e t  a l .  (1956) , 134 
Colo.  15, t h e  Supreme Cour t  contended:  

...I t  would unduly  p r o l o n g  t h i s  o p i n i o n  t o  
q u o t e  from o t h e r  d e c i s i o n s  which s u p p o r t  o u r  con-
c l u s i o n  t h a t  it was n o t  t h e  i n t e n t i o n  o f  t h e  
p e o p l e  of t h e  s t a t e  of  Co lo rado  by a d o p t i o n  of 
i t s  c o n s t i t u t i o n a l  p r o v i s i o n  ( A r t i c l e  X ,  S e c t i o n  
5) o r  by l e g i s l a t i v e  a c t  t o  r e l i e v e  a n o n p r o f i t  
f o r e i g n  c o r p o r a t i o n ,  be  it c h a r i t a b l e ,  r e l i g i o u s  
o r  e d u c a t i o n a l ,  of t h e  payment of i t s  g e n e r a l  
t a x e s  and  t h e r e b y  i n c r e a s e  t h e  t a x  burden upon 
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i t s  r e s i d e n t  t a x p a y e r s  where ,  a s  h e r e ,  s a i d  
f o r e i g n  c o r p o r a t i o n  c a n n o t  f a i r l y  b e  s a i d  t o  
e a s e  any o f  t h e  b u r d e n s  of  t h e  t a x p a y e r s  o f  
t h e  s t a t e  o f  Co lo rado . . .  

. , .Whi l e  it i s  t h e  p o l i c y  o f  s o c i e t y  t o  
e n c o u r a g e  e d u c a t i o n ,  b e n e v o l e n c e  and c h a r i t y ,  
we do n o t  b e l i e v e  it t o  be  a p r o p e r  f u n c t i o n  
o f  t h e  s t a t e  t o  go o u t s i d e  i t s  own b o r d e r s  
and d e v o t e  i t s  r e s o u r c e s  t o  t h e  s u p p o r t  of  
e d u c a t i o n ,  r e l i g i o n  and c h a r i t y  f o r  t h e  bene -  
f i t  of t h e  human r a c e .  Such would be  a 
d i r e c t  d i v e r s i o n  o f  t h e  s t a t e ' s  r e s o u r c e s  a t  
t h e  e x p e n s e  o f  i t s  r e s i d e n t  t a x p a y e r s  ... 

We h o l d  t h a t  a  r e s i d e n t  o r  n o n r e s i d e n t ,  
n o n p r o f i t  e d u c a t i o n a l ,  r e l i g i o u s ,  and c h a r i t a -  
b l e  c o r p o r a t i o n  which i s  n o t  u s i n g  i t s  p r o p e r t y  
i n  t h e  s t a t e  f o r  t h e  b e n e f i t  o f  t h e  p e o p l e  o f  
C o l o r a d o  i s  n o t  e ~ e r n p t ~ f r o m  t h e  payment o f  
g e n e r a l  t a x e s  on p r o p e r t y  h e l d  by it w i t h i n  
t h i s  s t a t e .  

C 

F r a t e r n a l  Lodges 

Al though f r a t e r n a l  o r g a n i z a t i o n s  o r g a n i z e d  f o r  c h a r i t a b l e  
p u r p o s e s  a r e  e l i g i b l e  f o r  exempt s t a t u s  u n d e r  r u l i n g s  o f  t h e  Tax 
Commission,  t h e  commission h a s  e x c l u d e d  c l u b s  o r g a n i z e d  f o r  s o c i a l  
p u r p o s e  f rom q u a l i f y i n g  f o r  t a x  e x e m p t i o n s .  F o r  i n s t a n c e ,  i f  t h e  
by- laws  of an o r g a n i z a t i o n  emphas i ze  c h a r i t y  and s o c i a l  a c t i v i t i e s  
a r e  o f  s e c o n d a r y  i m p o r t a n c e  - - E l k s ,  Masonic  Lodges ,  e t c .  -- t h e  
o r g a n i z a t i o n  may q u a l i f y  f o r  a n  exempt ion .  On t h e  o t h e r  hand ,  i f  
t h e  s o c i a l  a s p e c t s  a r e  o f  u t m o s t  i m p o r t a n c e ,  t h e  exempt s t a t u s  i s  
d e n i e d .  

Many t a x  exempt f r a t e r n a l  o r g a n i z a t i o n s  u t i l i z e  exempt 
f a c i l i t i e s  f o r  v a r i o u s  s o c i a l  q a t h e r i n q s  and b e c a u s e  o f  t h i s  t h e i r  
exempt s t a t u s  h a s  been  q u e s t i o n e d .  1n- ort ton v. Co lo rado  S p r i n q s  
Masonic  B u i l d i n q  S o c i e t y  (1918)  64,  C o l o r a d o  5 2 9 ,  t h e  c o u r t  s t a t e d :  

The f a c t  t h a t  t h e s e  s o c i e t i e s  b r  t h e i r  m e m -
b e r s  somet imes  g i v e  a d i n n e r  o r  a dance  i n  t h e  
r e c e p t i o n  and  o t h e r  rooms.. .  i n  o u r  o p i n i o n ,  
d o e s  n o t  change  t h e  n a t u r e  o f  t h e  u s e  o f  t h e  
b u i l d i n g .  ...when a r e l i g i o u s  o r g a n i z a t i o n  
s e r v e s  a  meal  o r  l a p  s u p p e r  i n  t h e  basement  
o f  i t s  c h u r c h ,  and c h a r g e s  f o r  i t ,  e v e n  f o r  
p u r p o s e s  o f  r a i s i n g  money t o  meet a d e f i c i e n c y  
i n  c o n n e c t i o n  w i t h  i t s  c h u r c h  m a t t e r s ,  o r  t o  
b e  u s e d  i n  r e l i g i o u s  work,  no a u t h o r i t y  h a s  
e v e r y  h e l d  t h a t  f o r  t h a t  r e a s o n  t h e  c h u r c h  
b u i l d i n g  was n o t  u s e d  s o l e l y  and  e x c l u s i v e l y  
f o r  r e l i g i o u s  worshrp .  The a ims  and o b j e c t s  
o f  t h e s e  s o c i e t i e s  a r e  c h a r i t a b l e .  The moneys 
r e c e i v e d  f rom t h e i r  members and o t h e r w i s e ,  



e x c e p t  s u f f i c i e n t  t o  p e r p e t u a t e  t h e i r  e x i s t e n c e ,  
a r e  devo ted  t o  c h a r i t a b l e  purposes ; . . .  

. . .The r e a d i n g  rooms, e tc . ,  i n  c o n n e c t i o n  
wi th  t h e  l o d g e  rooms, make them a l l  t h e  more 
a t t r a c t i v e  and t e n d  t o  i n c r e a s e  t h e  membership, 
which i n  t u r n  g i v e s  g r e a t e r  o p p o r t u n i t y  t o  
e n l a r g e  t h e  c h a r i t i e s  performed.  The dances  
and d i n n e r s  r e f e r r e d  t o  a r e  b u t  an i n c i d e n t  i n  
t h e  s o c i a l  l i f e  o f  t h e s e  s o c i e t i e s ;  t h e y  a r e  
n o t  f o r  g a i n  o r  p r o f i t ,  a l t h o u g h  t h e y  may, i n  
s o w  i n s t a n c e s ,  add t o  t h e  revenue  and i n  t h e  , 
end' h e l p  t o  p r o v i d e  more f u n d s  t o  b e  u s e d  by 
t h e  s o c i e t i e s  i n  t h e i r  c h a r i t y  work. 

Cases  h o l d i n g  t h a t  p r o p e r t y  used  p r i n c i -  
p a l l y  f o r  t h e  b e n e f i t  o n l y  o f  p e r s o n s  i n  some 
way r e l a t e d  t o  t h e  members o f  a  s o c i e t y  ( a n  
a r t i f i c a l  c l a s s  a s  it i s  caLled)  a r e  n o t  ex-
empt have done s o  g e n e r a l l y  f o r  t h e . r e a s o n  
t h a t  t h e  c o n s t i t u t i o n  o r  s t a t u t e  govern ing  
t h e  c a s e  p rov ided  t h a t  t h e  . c h a r i t y  s h a l l  be  
a  p u r e l y  u b l i c  c h a r i t y .  ...These c a s e s  a r e  
n o t  a p p l i c a%re t o  t h e  q u e s t i o n  under  c o n s i d e r a -  
t i o n .  Our c o n s t i t u t i o n  d o e s  n o t  c o n t a i n  t h e  
word " p u b l i c N  i n  c o n n e c t i o n  w i t h  " s t r i c t l y  
c h a r i t a b l e  purposes ."  (Emphasis ~ d d e d )  

D i s s e n t i n q  Opin ion .  M r .  J u s t i c e  T e l l e r  w r o t e  a  d i s s e n t i n g  
o p i n i o n  i n  t h e  Hor ton v. Masonic S o c i e t y  c a s e :  

...F i r s t ,  t h e  d e c i s i o n s  c i t e d  a s  commit t ing  
u s  t o  t h e  r u l e  o f  l i b e r a l  c o n s t r u c t i o n  do n o t  
de te rmine  t h a t  such r u l e  shou ld  b e  g e n e r a l l y  
a p ~ l i e d  i n  t h i s  j u r i s d i c t i o n ,  b u t  o n l y  t h a t  t h e  
. . i r u l e  s h o u l d  be modi f i ed  a s  t o  t h e  s c h o o l s ;  ... 

...T h i s  a f f o r d s  no p o s s i b l e  ground f o r  
h o l d i n g  t h a t  t h e  f i r s t  f l o o r  of  t h e  s o - c a l l e d  
Masonic Temple i s  exempt. The c o n s t r u c t i o n  
t h e r e  a p p l i e d  was, a s  t h e  o p i n i o n  s t a t e s ,  
n e c e s s a r y  t o  p r e v e n t  a l i m i t a t i o n  of  t h e  exemp- 
t i o n  t o  t h e  t h i n g s  which a r e  a b s o l u t e l y  i n d i s -  
p e n s a b l e  t o  a s c h o o l ,  and t h u s  i n t e r f e r e  w i t h  
i t s  work. I f  i s  be supposed t h a t  a  c l u b h o u s e  
o r  s o c i a l  h a l l  i s  i n d i s p e n s a b l e  t o  t h e  main 
purpose  f o r  which t h e  Masonic l o d g e s  a r e  con- 
s t i t u t e d  and p r o p e r t y  a c q u i r e d ,  it i s  p e r t i n e n t
t o  i n q u i r e  why t h e  g r e a t  m a j o r i t y  of l o d g e s  
have  no t  and never  have  had c l u b  rooms annexed 
t o  them? 

...Conceding,  now, t h a t  by weight  of 
a u t h o r i t y  Masonic l o d g e s  a r e  c h a r i t a b l e  i n s t i -  
t u t i o n s ,  and t h a t  t h e  p r o p e r t y  u s e d  f o r  s t r i c t l y  



l o d g e  p u r p o s e s  s h o u l d  b e  exempt f rom t a x a t i o n ,  
it by no means follows t h a t  a l l  of t h e  p r o p e r t y  
h e r e  i n v o l v e d  i s  e n t i t l e d  t o  such  exempt ion .  
How c a n  i t  b e  s a i d  t h a t  t h e  u s e  o f  s o  much o f  
t h i s  p r o p e r t y  a s  i s  i n  e f f e c t  a clubroom f o r  
t h e  u s e  o f  l o d g e  members -- w i t h  no n e c e s a a r y  
c o n n e c t i o n  w i t h  t h e  g e n e r a l  work o f  t h e  o r d e r ,  --
r e l i e v e s  t h e  s t a t e  o f  any  burden .  

Under a s i m p l e  s o c i a l  o r g a n i z a t i o n ,  w i t h  
a r a p i d  i n c r e a s e  of  w e a l t h  and t a x - p a y i n g  power,  
t h e  q u e s t i o n  o f  exempt ions  was n o t  o f  v e r y  g r e a t  
i m p o r t a n c e ;  b u t ,  w i t h  i n c r e a s e d  c o m p l e x i t y  o f  
s o c i a l  and p o l i t i c a l  r e l a t i o n s ,  and c o n s e q u e n t  
i n c r e a s e  of  p u b l i c  e x p e n d i t u r e s ,  i t  becomes 
more and more n e c e s s a r y  t o  widen t h e  f i e l d  o f  
t a x a t i o n  s o  a s  t o  e q u a l i z e  t h e  b u r d e n s  of  
government ,  

I t  i s  c l e a r  t h a t  u s e  of p a r t  of.  t h e  b u i l d i n g  
f o r  n o n c h a r i t a b l e  p u r p o s e s  p u t s  t h a t  much o f  t h e  
p r o p e r t y  i n  c o m p e t i t i o n  w i t h  a l l  p e r s o n s  who 
have  p r o p e r t y  t o  r e n t  f o r  s i m i l a r  p u r p o s e s .  
Were t h e  f i r s t  f l o o r  o f  t h e  b u i l d i n g  n o t  u s e d  
f o r  s o c i a l  p u r p o s e s ,  t h e  p a r t i e s  n o t  t h u s  u s i n g  
i t ,  must  i f  t h e y  would h a v e  a c lubroom, e i t h e r  
buy o r  l e a s e  o t h e r  p r o p e r t y  which pays  t a x e s .  
No one  would c l a i m  t h a t  p r o p e r t y ,  u s e d  a s  i s  t h e  
f i r s t  f l o o r  of  t h e  b u i l d i n g  i n  q u e s t i o n ,  and 
s e p a r a t e  from t h e  b u i l d i n g  c o n t a i n i n g  t h e  l o d g e  
rooms, would b e  exempt.  T h a t  b e i n g  s o ,  i t  i s  
e v i d e n t  t h a t  t h e  o n l y  g round  o f  exempt ion  i s  
i t s  p h y s i c a l  c o n n e c t i o n  w i t h  t h e  l o d g e  rooms. 
I t  c a n n o t  be  s a i d  t h a t  t h e  p e o p l e ,  who f r e q u e n t  
t h e  rooms on t h e  f i r s t  f l o o r  a n d  e n j o y  i t s  
p r i v i l e g e s ,  a r e  o b j e c t s  of c h a r i t y .  D o u b t l e s s ,  
t h e y  would r e s e n t  such an  i m p u t a t i o n .  Y e t ,  i f  
a s  t o  them t h e  f i r s t  f l o o r  i s  n o t  d e v o t e d  t o  
c h a r i t a b l e  u s e s ,  i t  i s  n o t  s o  used  a t  a l l .  

The c o u r t  a l s o  a m r o v e d  t h e  l i b e r a l  r u l e  of  c o n s t r u c t i o n  

...t h a t  p l a i n t i f f  i s  t h e  owner of  160 a c r e s  
of  l a n d  i n  Rio  Grande  County ,  which t r a c t  i s  com-
monly known and  d e s i g n a t e d  a s  "Masonic Pa rk"  on  
which a r e  l o c a t e d  t h r e e  b u i l d i n g s  ...a l l  owned by 
t h e  p l a i n t i f f  and u s e d  f o r  masonic  p u r p o s e s ,  
i n c l u d i n g  f r a t e r n a l ,  p l e a s u r e ,  and r e c r e a t i o n ;  

, . . I t  i s  a d m i t t e d  t h a t  t h e  p l a i n t i f f ' s  

a r t i c l e s  of  i n c o r p o r a t i o n  p r o v i d e ,  i n t e r  a l i a ,  

t h a t  t h e  b u s i n e s s  and o b j e c t  f o r  which t h e  




a s s o c i a t i o n  was formed was t o  promote s o c i a l  
i n t e r c o u r s e  among themselves  and a s s o c i a t e s ,  
and t o  acqu i r e ,  ho ld ,  and convey r e a l  e s t a t e  
and persona l  p rope r ty ,  t o  borrow money f o r  
t h e  purposes of improving t h e i r  p roper ty  and 
t o  have and main ta in  i n  t h e  county of Rio 
Grande, f o r  t h e  use  of themselves  and o t h e r  
a s s o c i a t e s  f o r  t h e  purpose mentioned, an 
a s s o c i a t i o n  o r  c l u b  house wi th  a l l  t h e  appur- 
t enances  and belongings ,  and m a t t e r s  and t h i n g s  
of a  c l u b  o r  a s s o c i a t i o n ,  a s  u s u a l  t h e r e t o .  

Defendants c o n t e n t i o n s  a r e  t h a t  t h e  u s e  
of t h e  p rope r ty  i s  not  f o r  s t r i c t l y  c h a r i t a b l e  
purposes;  t h a t  ownership of t h e  l and  h a s  nothing 
t o  do with  t h e  ques t ion  under c o n s i d e r a t i o n ;  
t h a t  whether it i s  exempt from o r  s u b j e c t  t o  
t a x a t i o n  depends upon t h e  u se  of  t h e  l and  and 
t h e  b u i l d i n g s  t he reon ,  and t h a t  t h e  admit ted 
f a c t s  show t h a t  t hey  a r e  used f o r  r e s i d e n c e  
o r  r e c r e a t i o n  purposes.  

While t h e  u se  of a  t r a c t  of l and  o r  park 
wi th  b u i l d i n g s  t he reon  f o r  s t r i c t l y  c h a r i t a b l e  
purposes may be unusual  and o u t  of t h e  o r d i n a r y ,  
we know of no reason  why they  may not  be  so  
used. I n  t h e  Horton c a s e ,  sup ra ,  we h e l d  t h a t  
t h e  b u i l d i n g s  and grounds were exempt from t axa -  
t i o n ,  a l though t h e  proof d i s c l o s e d  t h a t  t h e  
f i r s t  f l o o r  conta ined  a  read ing  room, a  smok-
i n g  and r e c e p t i o n  room, and another  l a r g e  room 
sometimes used i n  connec t ion  with  t h e  o t h e r s  
f o r  d i n n e r s  and dances g iven  by members of t h e  
d i f f e r e n t  b o d i e s ;  t h a t  sometimes en t e r t a inmen t s  
were r e s t r i c t e d  t o  members and o t h e r  t imes  non-
members were i nc luded ,  and t h a t  t h e  s o c i e t y  
mainta ined i n  t h e  b u i l d i n g  a c i q a r  s t a n d  f o r  
t h e  s a l e  of c i g a r s ,  tobacco ,  and o t h e r  t h i n g s  
t o  t hose  p r i v i l e g e d  t o  be  t h e r e .  It f u r t h e r  
appeared i n  t h a t  c a s e  t h a t  p l p i n t i f f  r e n t e d  
t h e  p rope r ty  t o  c e r t a i n  Masonic o r g a n i z a t i o n s  
who were s tockho lde r s  of t h e  p l a i n t i f f  i n  t h a t  
case .  

Following t h e  r u l e  of l i b e r a l  c o n s t r u c t i o n  
adopted i n  t h i s  j u r i s d i c t i o n ,  i t  seems q u i t e  
c l e a r  t h a t  t h e  p rope r ty  i n  ques t ion  was exempt 
from t a x a t i o n .  From t h e  admi t ted  f a c t s ,  i t  
seems p l a i n  t h a t  t h e  p rope r ty  was used s t r i c t l y  
f o r  c h a r i t a b l e  purposes  w i th in  t h e  s p i r i t  and 
meaning of  t h e  C o n s t i t u t i o n  and s t a t u t e s .  

We t h i n k  t h e  p r i n c i p l e s  announced i n  t h e  
Horton c a s e ,  supra ,  a r e  a p p l i c a b l e  t o  t h e  
f a c t s  i n  t h e  i n s t a n t  c a s e ,  and because t h e  f a c t s  
i n  t h a t  c a s e  were so thoroughly  cons idered  and 



t h e  numerous a u t h o r i t i e s  c i t e d  and reviewed,  
we deem i t  u n n e c e s s a r y  t o  f u r t h e r  d i s c u s s  t h e  
m a t t e r  h e r e .  We a r e  of  t h e  o p i n i o n  t h a t  t h e  
mere s e l l i n g  o f  l e a s e h o l d  i n t e r e s t s  t o  Masonic 
p u r c h a s e r s  o f  c e r t a i n  l o t s  of p l a i n t i f f ' s  l a n d ,  
upon which t h e y  e r e c t  t h e i r  own b u i l d i n g s  and 
f o r  t h e i r  own u s e ,  i s  n o t  s u f f i c i e n t  t o  t a k e  
from p l a i n t i f f ' s  p r o p e r t y  i t s  exempt c h a r a c t e r .  

Denial  o f  Exemption t o  S o c i a l  O r q a n i z a t i o n s  and Labor Unions 

I n  a t  l e a s t  f o u r  s i t u a t i o n s ,  t h e  Tax Commission h a s  den ied  
exempt ions  t o  s o c i a l  c l u b s  i-P o l i s h  Club  and S l a v i c  Club f o r  exam- 
p l e s .  The commission a f t e r  a  r e v i e w  of  t h e  by-laws o f  t h e s e  o r g a n i z a -  
t i o n s  h a s  r e f u s e d  t o  g r a n t  t a x  exempt s t a t u s  on t h e  grounds  t h a t  
t h e i r  c h a r i t a b l e  a c t i v i t i e s  a r e  o n l y  i n c i d e n t a l  t o  t h e i r  s o c i a l  pro-  
grams. Suppor t ing  t h e  d e t e r m i n a t i o n  o f  t h e  commission i s  t h e  Colo- 
r a d o  Supreme C o u r t ' s  r u l i n g  i n  Denver P r e s s  Club v. C o l l i n s  (1932) ,  
92 Colo. 74. An e x c e r p t  from t h i s  c a s e  f o l l o w s :  

The s o l e  and o n l y  q u e s t i o n  p r e s e n t e d  f o r  
o u r  d e t e r m i n a t i o n  i s  w h e t h e r ,  urider t h e  f a c t s  
h e r e i n ,  t h e  p r o p e r t y  of  t h i s  p l a i n t i f f  i s  ex-
empt from t a x a t i o n  a s  b e i n g  used s o l e l y  and 
e x c l u s i v e l y  f o r .  s t r i c t l y  c h a r i t a b l e  purposes .  ...We have r e a d  t h e  d e c i s i o n s  and s t u d i o u s l y  
c o n s i d e r e d  t h e  e n t i r e  r e c o r d s  i n  t h o s e  c a s e s ,  
and do n o t  b e l i v e  t h a t ,  under  them, p l a i n t i f f  
i s  exempt. ...The ev idence  o f f e r e d  h e r e i n  
d e f i n i t e l y  e s t a b l i s h e s  t h a t  p l a i n t i f f  i s  a 
s o c i a l  o r g a n i z a t i o n ,  and t h a t  any c h a r i t a b l e  
work done i s  i n c i d e n t a l  t o  t h e  p r i n c i p a l  ob- 
j e c t  f o r  which t h e  c l u b  i s  o r g a n i z e d .  The 
f a c t  t h a t  p l a i n t i f f ' s  members, a s  i n d i v i d u a l s ,  
a r e  p u b l i c  s p i r i t e d  enough t o  a s s i s t  i n  r a i s i q  
f u n d s  f o r  s t r i c t l y  c h a r i t a b l e  o r g a n i z a t i o n s  
does  n o t  i n u r e  t o  t h e  b e n e f i t  o f , t h e  p l a i n -  
t i f f ,  and d o e s  n o t  make p l a i n t i f f  a  c h a r i t a b l e  
o r g a n i z a t i o n  w i t h i n  t h e  purview of o u r  C o n s t i -  
t u t i o n .  

A rev iew of t h e  t a x  exempt r e c o r d s  of t h e  C i t y  and County of 
Denver r e v e a l  t h a t  t h e  Denver P r e s s  Club and t h e  Denver Woman's P r e s s  
Club c u r r e n t l y  a r e  exempt. I t  must be emphasized t h a t  c u r r e n t  c r i -  
t e r i a  f o r  g r a n t i n g  an exemption i s  t h a t  an a s s o c i a t i o n  i s  o r g a n i z e d  
f o r  c h a r i t a b l e  purposes .  Those exempt ions  have n o t  been reviewed 
by t h e  commission. 

The Supreme C o u r t  a l s o  r u l e d  a a i n s t  t a x  exemptions f o r  
l a b o r  u n i o n s .  I n  Lane v .  Wilson (19383, 103 Colo.  99 ,  t h e  c o u r t  
h e l d  t h a t :  

...we s t i l l  a d h e r e  t o  t h e  d i s t i n c t i o n  
between a  c h a r i t y ,  and a  b e n e f i c i a l  s o c i e t y  
whose b e n e f i c i e n c e  i s  c o n f i n e d  t o  t h e  members, 



t h e i r  f a m i l i e s ,  dependents o r  f r i e n d s ,  and de- 
pends upon t h e  c o n t r i b u t i o n s  made, not  v o l u n t a r i l y  
g iven ,  bu t  assessed  a g a i n s t  t h e  members, Such an 
o rgan iza t ion ,  we have desc r ibed  a s  Itnot a  c h a r i t y ,  
bu t  a  p r i v a t e  i n s t i t u t i o n  f o r  t h e  mutual advantage 
of t h e  members, 

Phys i ca l  Tra in inq  Clubs 

I t  i s  i n t e r e s t i n g  t o  no te  t h a t  t h e  Denver Turnverein  ( a t h -  
l e t i c  c l u b )  was q ran ted  an exemption by t h e  Supreme Court  on t h e  
grounds t h a t  it i s  an educa t iona l  i n s t i t u t i o n  L- Denver Turnverein  
v ,  McGlone (1932).  91  Colo. 473, 15 P. 2d 709. he Turnverein  i s  
I n t e r e s t e d  i n  promotinq phys i ca l  and mental  q u a l i t i e s  of i t s  members. 
I n  p a r t ,  t h e  op in ion  of t h e  c o u r t  s t a t e s :  

, . . co rpo ra t ion  not  f o r  p r o f i t :  t h a t  it owns 
l o t s  i n  Denver on which t h e r e  i s  a  one s t o r y
bu i ld ing  and basement, equipped with  qymnastic 
appa ra tus ,  ...i t s  purpose,  t o  which it conforms, 
a r e  t o  promote t h e  phys i ca l  and mental  q u a l i t i e s  
of i t s  members and o t h e r s  who may comply wi th  i t s  
r u l e s ,  ...and whatever may be i n c i d e n t a l  t h e r e t o ,  
and t o  extend a c h a r i t a b l e  hand t o  t h o s e  i n  need; 
t h a t  i t s  doors  a r e  never guarded and a l l  w e l l -  
behaved persons ,  r e g a r d l e s s  of r a c e  o r  c r eed ,  
a r e  welcomed t o  i t s  c l a s s e s  and i t s  c h a r i t i e s ,  
not  r e s t r i c t e d  t o  i t s  membership, a r e  a s  ex-
t e n s i v e  a s  i t s  funds  w i l l  admit .  ...I t  does  
not  appear t h a t  i t s  members, o r  t h e i r  dependents  
o r  descendents ,  a s  such,  have any c la im t o ,  o r  
r i g h t  i n ,  any of i t s  funds ,  ... 

We t h i n k  t h a t  no twi ths tanding  p l a i n t i f f ' s  
c h a r i t i e s  a r e  a l t h g e t h e r  worthy, i t s  primary 
o b i e c t i v e  mav f a i r l y  be s a i d  t o  be educa t iona l .  .. ...I n  t h e  c a s e  of ish hop of t h e  Cathedra l  of 
S t .  John v .  County T r e a s u r e r ,  29 Colo. 143, 68 
Pac.  272, . , . M r .  J u s t i c e  Gabbert  concluded 
p rov i s ions  exempting p rope r ty  used f o r  educa- 
t i o n a l  purposes a r e  l e s s  s t r i c t l y  cons t rued  than  
t h o s e  exempting proper ty  used f o r  o rd ina ry  g a i n  
o r  p r o f i t .  ...The c o u r t  concluded t h a t  on ly  a  
narrow c o n s t r u c t i o n ,  doing v i o l e n c e  t o  t h e  i n -  
t e n t  of t h e  people  and l e g i s l a t u r e  w i t h  r e s p e c t  
t o ,  not t o  be indulged ,  would o p e r a t e  t o  d e f e a t  
t h e  c la im f o r  exemption, ... 

We conclude on t h e  f a c t s  h e r e  t h a t  t h e  
p l a i n t i f f  i s  conducting an educa t iona l  i n s t i t u -  
t i o n  worthy of encouragement, and one coming 
w i t h i n  t h e  r ea sonab le  purview of t h e  law making 
p rope r ty ,  such a s  it owns, and used a s  appears ,
exempt from t a x a t i o n .  A s  we have seen,  t h e  
p l a i n t i f f  emphasizes and t e a c h e s  phys i ca l  c u l t u r e ,  
he ld  g e n e r a l l y  t o  be an impor tan t  element i n  



e d u c a t i o n a l  development .  As was s a i d  i n  M t .  
Herman Boys1 s c h o o l  v. G i l l ,  145 Mass. 1 3 9 ,  
146 N.E, 354: l lEducat ion  may be  p a r t i c u l a r l v  
d i r e c t e d  t o  e i t h e r  t h e  m e n t a i ,  mora l ,  o r  ~ h ~ s i -  
c a l  powers and f a c u l t i e s ,  b u t  i n  i t s  b r o a d e s t  
and b e s t  s e n s e  it r e l a t e s  t o  them a l l , l l  

...I f  t h r e e  i n s t i t u t i o n s  a r e  o r g a n i z e d  --
one s e e k i n g  by a  c o u r s e  of i n s t r u c t i o n  t o  c u l t i -  
v a t e  t h e  mind, one by a  method of i n s t r u c t i o n  
t o  improve s t u d e n t s t  r e l i g i o u s  o r  moral  c o n d i -  
t i o n s ,  and a n o t h e r  t o  t e a c h  p h y s i c a l  c u l t u r e  t o  
produce a b e t t e r  p h y s i c a l  development ,  each 
i s  an i n s t i t u t i o n  of e d u c a t i o n ,  a s  much a s  t h e  
one a t  which t h e  s t u d e n t  c a n  a c q u i r e  t h e  t h r e e -  
f o l d  knowledge. I t  i s  s imply  a  m a t t e r  of judg-
ment o r  conven ience ,  whe the r  one s h a l l  f u r n i s h  
a l l  t h e  o p p o r t u n i t i e s  f o r  t h e  a c q u i s i t i o n  of 
an e d u c a t i o n  o r  whe the r  t h e r e  s h a l l  be s e p a r a t e  
i n s t i t u t i o n s  f o r  t h a t  purpose  ... 
Fol lowing t h e  T u r n v e r e i n  c a s e  t h e  G e n e r a l  Assembly e n a c t e d  

l e g i s l a t i o n  c l a r i f y i n g  what may be c o n s i d e r e d  a  s c h o o l .  A t  t h e  
t i m e  of t h e  T u r n v e r e i n  c a s e , . t h e  law l i s t i n g  p r o p e r t i e s  q u a l i f y i n g  
f o r '  exemption p rov ided :  

. . . g  rounds  w i t h  b u i l d i n g s  t h e r e o n ,  i f  s a i d  
b u i l d i n g s  a r e  used exc lu '~s ive1y  f o r  s c h o o l s ,  
o t h e r  t h a n  s c h o o l s  h e l d  o r  conducted  f o r  p r i v a t e  
o r  c o r p o r a t e  p r o f i t .  (Laws of 1921, page 687).  

The law was amended i n  1933 t o  p r o v i d e :  

( 3 )  The p r o p e r t y  r e a l  and p e r s o n a l ,  t h a t  i s  
h e l d  e x c l u s i v e l y  f o r  s c h o o l s  o t h e r  t h a n  s c h o o l s  
h e l d  o r  conducted  f o r  p r i v a t e  o r  c o r p o r a t e  p ro -  
f i t .  School  i s  hereby d e f i n e d  t o  mean an educa-
t i o n a l  i n s t i t u t i o n  r e q u i r i n g  d a i l y  a t t e n d a n c e ,  
having a  c u r r i c u l u m  comparable t o  a  g r a d e ,  gram-
mar s c h o o l ,  j u n i o r  h i g h ,  h i g h  s c h o o l  o r  c o l l e g e  
o r  any combina t ion  t h e r e o f  and having an e n r o l l -
ment of a t  l e a s t  f o r t y  s t u d e n t s  and c h a r g i n g  a 
t u i t i o n  f e e .  

Although it would appear  t h a t  s t a t u t o r y  amendments subse-  
quen t  t o  t h e  T u r n v e r e i n  d e c i s i o n  n e g a t e  t h i s  d e c i s i o n , ,  W e b s t e r t s  
New I n t e r n a t i o n a l  D i c t i o n a r y ,  Second E d i t i o n ,  Unabridged,  p o i n t s  
o u t  t h a t  i n  t h e  u s u a l  s e n s e - c u r r i c u l u m  means': 

The whole body of c o u r s e s  o f f e r e d  i n  an 
e d u c a t i o n a l  i n s t i t u t i o n ,  o r  by a  depar tment  
t h e r e o f .  On t h e  o t h e r  hand,  s t r i c t l y  s p e a k i n g ,  
c u r r i c u l u m  means "A c o u r s e ;  e s p e c i a l l y ,  a s p e c i -
f i e d  f i x e d  c o u r s e  of s t u d y ,  a s  i n  a  s c h o o l  o r  
c o l l e g e ,  a s  one l e a d i n g  t o  a  d e g r e e . "  



Under t h e  aforement ioned d e f i n i t i o n  s c h o o l s  o r  o t h e r  n o n p r o f i t  o r g a n i -  
z a t i o n s  o f f e r i n g  i n d i v i d u a l  c o u r s e s  c o u l d  q u a l i f y  f o r  t a x  exemptions.  
For  t h i s  r e a s o n  t h e  Denver Judo Club,  t h e  W e s t e r n a i r e s  ( ~ e f f e r s o n  
County Sadd le  c l u b ) ,  t h e  American I n s t i t u t e  of Banking, e t c . ,  were 
g r a n t e d  t a x  exemptions by t h e  commission. 

P a r k i n g  F a c i l i t i e s  

The Supreme C o u r t ' s  l i b e r a l  r u l e  of c o n s t r u c t i o n  a s  empha- 
s i z e d  i n  t h e  p reced ing  p a r a g r a p h s  a g a i n  s u g g e s t s  t h a t  t h e  u s e  of 
pa rk ing  f a c i l i t i e s  f o r b c h u r c h  s e r v i c e s  i s  e s s e n t i a l  t o  t h e  p r e s e n t  
day conduct  of a  r e l i g i o u s  program. A s  long  a s  t h e  p a r k i n g  l o t s  
a r e  used s o l e l y  and e x c l u s i v e l y  f o r  r e l i g i o u s  s e r v i c e s  t h e  exemption 
' is  g r a n t e d .  However, i f  t h e  p a r k i n g  l o t  i s  l e a s e d  on weekdays f o r  
commercial p a r k i n g  t h e  exemption i s  l o s t .  

Pe rhaps  a  Supreme Cour t  c a s e  t h a t  b e s t  i l l u s t r a t e s  t h e  
concept  of t h e  l i b e r a l  r u l e  of c o n s t r u c t i o n  a s  a p p l i e d  t o  t h e  exemp- 
t i o n  of p r o p e r t y  d i r e c t l y  r e l a t e d  t o  t h e  p r i n c i p l e  f u n c t i o n  f o r  
which t h e  exemption i s  g r a n t e d  i s  Hor ton v. F o u n t a i n  V a l l e y  School  
( 1936) , 98 Colo. 480. 

I n  t h i s  i n s t a n c e ,  t h e  Cour t  s t a t e d :  

...There  i s  no c o n t e n t i o n  t h a t  t h e  s c h o o l  
h e r e  concerned d o e s  n o t  come w i t h i n  t h e  above 
s t a t u t o r y  d e f i n i t i o n ,  and t h e  t r i a l  c o u r t  appar -  
e n t l y  s o  found ;  a l s o  t h a t  a c r e a g e  o r  grounds  t o  
t h e  e x t e n t  of approx imate ly  175 a c r e s  were used 
i n  c o n n e c t i o n  w i t h  t h e  o p e r a t i o n  of t h e  schoo l  
and t h e r e f o r e  exempt. I n  a r r i v i n g  a t  t h i s  con-
c l u s i o n ,  t h e  t r i a l  c o u r t  n e c e s s a r i l y  had t o ,  
and d i d ,  d e t e r m i n e  t h a t  t h e  schoo l  was n o t  h e l d  
o r  conducted  f o r  p r i v a t e  o r  c o r p o r a t e  p r o f i t .  
On each of  t h e s e  q u e s t i o n s  t h e  c o u r t ' s  f i n d i n g  
i s  amply s u p p o r t e d  by t h e  e v i d e n c e  and t h e r e -  
f o r e  w i l l  n o t  be  d i s t u r b e d .  

Having a f f i r m e d  t h e  judgment of  t h e  t r i a l  
c o u r t  t o  t h i s  end,  i t  i s  n e e d l e s s  t o  d i s c u s s  
t h e  q u e s t i o n  of t h e  exemption o r  t a x a b i l i t y  of  
t h e  r e s i d u e  of  t h e  l a n d ,  o t h e r  t h a n  t o  d e t e r -  
mine whether  o r  n o t  it i s  used  i n  c o n n e c t i o n  
w i t h  t h e  s c h o o l  a s  such.  T h e r e  i s  no c o n s t i t u -  
t i o n a l  l i m i t a t i o n  a s  t o  t h e  number of l o t s  t h a t  
may be h e l d  by s c h o o l s ;  n e i t h e r  i s  t h e r e  any 
s t a t u t o r y  l i m i t a t i o n  a s  t o  t h e  e x t e n t  of grounds ,  
a s  such term i s  used i n  t h e  s t a t u t e ,  t h a t  may 
be used i n  c o n n e c t i o n  w i t h  s c h o o l s .  

. . . in  Bishop,  e t c .  v. T r e a s u r e r ,  2 9  Colo. 
143, 6 8  Pac.  272,  i f  t h e  u s e  of  p r o p e r t y  u t i l i z e d  
f o r  a s c h o o l  i s  l i m i t e d  t o  t h a t  which i s  i n d i s -
p e n s a b l e  f o r  t h i s  purpose ,  t h e  e x t e n t  t o  which 
i n s t i t u t i o n s  of t h i s  c h a r a c t e r  a r e  b e n e f i t e d  
by exemption from t a x a t i o n  i s  c o n f i n e d  t o  t h e  



nar rowes t  p o s s i b l e  l imits,  and every  u s e  which 
c o u l d  be d i s p e n s e d  w i t h  and y e t  pe rmi t  a s c h o o l  
t o  be conducted which might  be s o  termed i n  
name, would s u b j e c t  t h e  p r o p e r t y  s o  used t o  
t a x a t i o n .  Such a c o ~ s t r u c t i o nwould be t o o  
narrow, and f a l l  f a r  s h o r t  of e x p r e s s i n g  t h e  
i n t e n t  of t h e  peop le  and l e g i s l a t u r e  w i t h  r e s -
p e c t  t o  s c h o o l s .  The fundamenta l  o b j e c t  of 
t h e  law was t o  exempt p r o p e r t y  used f o r  schoo l  
purposes  from t a x a t i o n .  ...t h e  u s e s  p e r m i s s i b l e  
must n e c e s s a r i l y  embrace a l l  which a r e  p r o p e r  
and a p p r o p r i a t e  t o  e f f e c t  t h e  o b j e c t s  of t h e  
i n s t i t u t i o n  c l a i m i n g  t h e  b e n e f i t s  of t h e  exemp- 
t i o n .  ...The c o n s t i t u t i o n s  and s t a t u t e s  ment ion  
no p a r t i c u l a r  o r  s p e c i f i c  c h a r a c t e r  of u s e ,  and 
a l l  r e q u i r e m e n t s  a r e  met i f  a  u s e  i s  f o r  t h e  
purposes  f o s t e r e d  f o r  exemption.  The t a x i n g  
a u t h o r i t i e s  admit  a  u s e  by con tend ing  t h a t  t h e  
u s e  i s  i n s i g n i f i c a n t .  I t  i s  n o t  f o r  them t o  
measure a  u s e .  N e i t h e r  i s  it f o r  them t o  con- 
j e c t u r e  whether  o r  n o t  t h e  i n s t i t u t i o n  might  
a t  some t i m e  become a p ro f i t -mak ing  e n t e r p r i z e  ... 
The s c h o o l ,  t o  o b t a i n  exemption f o r  p r e s e n t  u s e ,  
was n o t  r e q u i r e d  t o  a l l e g e  f u r t h e r .  I f  a pecuni-
a r y  b e n e f i t  i s  e v e r  d e r i v e d  from a  p r o f i t  r e s u l t -  
i n g  from t h e  o p e r a t i o n  of t h e  s c h o o l ,  a  v i o l a t i o n  
of i t s  c h a r t e r  t h e n  would be imminent . . .  

Vacant Lands 

The Tax Commission h a s  c o n s i s t e n t l y  den ied  g r a n t i n g  t a x  
exempt s t a t u s  t o  v a c a n t  l a n d s  owned by r e l i g i o u s  and c h a r i t a b l e  
i n s t i t u t i o n s .  I n  many i n s t a n c e s ,  r e l i g i o u s  o r g a n i z a t i o n s  have 
o b t a i n e d  a s i t e  f o r  a  church  and f i l e d  f o r  an exemption w i t h  t h e  
Tax Commission. Although t h e  land h a s  been purchased f o r  t h e  
l o c a t i o n  of a  church  o r  c h a r i t a b l e  b u i l d i n g  and a r c h i t e c t s  p l a n s  
have been f i l e d ,  e t c . ,  f o r  c o n s t r u c t i o n  of t h e  b u i l d i n g ,  t h e  Tax 
Commission s t i l l  h a s  d e n i e d  exemption. 

The c o m m i s s i o n ~ s  p o s i t i o n  h a s  been s u b s t a n t i a t e d  by t h e  
Supreme Cour t  i n  Denver v .  Georqe Washinqton Lodge A s s o c i a t i o n  ( 1 9 5 0 ) ,  
121 Colo.  470. I n  t h i s  i n s t a n c e ,  t h e  c o u r t  commented on t h e  t r a d i -  
t i o n a l  l i b e r a l  i n t e r p r e t a t i o n  of t h e  C o n s t i t u t i o n  t h a t  t h e  c o u r t  h a s  
h e l d  concern ing  t a x  exempt p r o p e r t y ,  p o i n t i n g  o u t  t h a t  churches  o r  
c h a r i t a b l e  b u i l d i n g s  under  c o n s t r u c t i o n  have been h e l d  t o  be t a x  
exempt. However t h e  Supreme Cour t  cou ld  n o t  concur  i n  an exemption 
g r a n t e d  f o r  v a c a n t  p r o p e r t y  i n  which a b u i l d i n g  i s  t o  be c o n s t r u c t e d  
a t  a  f u t u r e  d a t e .  I n  p a r t ,  t h e  c o u r t  s t a t e d :  

...I n  t h e  p r e s e n t  c a s e ,  we a r e  asked t o  go 
one s t e p  f u r t h e r  and ho ld  t h a t  t h e  mere purchase  
under  c o n t r a c t  of a  v a c a n t  p r o p e r t y ,  w i t h  g e n e r a l  
i n t e n t  a t  some f u t u r e  d a t e  t o  e r e c t  t h e r e o n  a 
b u i l d i n g  t o  be used f o r  a c h a r i t a b l e  purpose ,  
would, by some l e g a l  f i c t i o n ,  c r e a t e  bo th  a 
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b u i l d i n g  and e s t a b l i s h  i t s  p r e s e n t  u s e  f o r  a 
s t r i c t l y  c h a r i t a b l e  purpose .  I t  i s  n o t  s u r p r i s -
i n g ,  i n  view of t h e  fo rmer  d e c i s i o n s  of t h i s  
c o u r t ,  t h a t  t h e  t r i a l  c o u r t  s o  h e l d .  However, a 
d e p a r t u r e  i s  n o n e t h e l e s s  a  d e p a r t u r e  because  it 
i s  made s t e p  by s t e p ,  and it  a p p e a r s  h i g h  time 
f o r  t h i s  c o u r t  t o  d e t e r m i n e ,  n o t  mere ly  how f a r  
we have d e p a r t e d  from t h e  l a s t  d e p a r t u r e ,  b u t  
whether  we have  d e p a r t e d  from t h e  r e q u i r e m e n t s  
of t h e  s t a t u t e  i t s e l f .  T h a t  s t a t u t e  d o e s  n o t  
exempt l o t s  i n t e n d e d  a s  b u i l d i n g  s i tes  i f  t h e  
b u i l d i n g s  t o  be e r e c t e d  a r e  i n t e n d e d  t o  be  used  
f o r  s t r i c t l y  c h a r i t a b l e  purposes ,  b u t  o n l y  l o t s  
w i t h  t h e  b u i l d i n g s  t h e r e o n  i f  s a i d  b u i l d i n g s  a r e  
used f o r  s t r i c t l y  c h a r i t a b l e  purposes .  When, 
a s  h e r e ,  t h e r e  i s  n e i t h e r  t h e  p r e s e n t  c h a r i t a b l e  
u s e  n o r  t h e  v e s t i g e  of a b u i l d i n g  i n  which such 
u s e  might  be c a r r i e d  on ,  t h e r e  a p p e a r s  t o  be  no 
p o s s i b l e  b a s i s  f o r  exemptioni e x c e p t  sympathy f o r  
a  purpose  which we may r e g a r d  a s  commendable. 

...I n  d e c i d i n g  t h e  E l  J e b e l .  c a s e  more t h a n  
s i x t e e n  y e a r s  ago,  t h i s  c o u r t  took j u d i c i a l  n o t i c e  
of t h e  f a c t  t h a t  t h e  e x i s t e n c e  of  a  world-wide 
d e p r e s s i o n  had p reven ted  t h e  comple t ion  of many 
s i m i l a r  b u i l d i n g s .  Today we canno t  be b l i n d  t o  
t h e  f a c t  t h a t  t h e  p r o p e r t y  t h e r e  i n v o l v e d ,  s i t u -
a t e d  i n  c l o s e  p r o x i m i t y  t o  t h e  S t a t e  C a p i t o l  
g rounds ,  remained th rough  many y e a r s  unused f o r  
any purpose ,  t h e  b u i l d i n g  s t i l l  incomple te ,  t h e  
p r o p e r t y  exempt from t a x a t i o n  and t h e  o r i g i n a l  
i n t e n t  long  obscured .  

S t a f f  Res idences  f o r  H o s p i t a l  

The Tax Commission h a s  g r a n t e d  exemptions f o r  s t a f f  resi-
dences  owned by a  h o s p i t a l  and l o c a t e d  i n  c l o s e  p rox imi ty  t o  t h e  
i n s t i t u t i o n .  Pe rhaps  t h e  r e a s o n  f o r  t h e  exemption i s  t h a t  h o s p i t a l  
p e r s o n n e l  a r e  s u b j e c t  t o  emergency c a l l s  and must l i v e  w i t h i n  a  few 
minu tes  t r a v e l  t i m e  of t h e  h o s p i t a l .  The Supreme C o u r t ' s  d e c i s i o n  
i n  t h e  Bishop and C h a p t e r  v .  ~ r e a s u r e rof ~ r a ~ a h o e  County ( 1 9 0 2 ) ,
2 9  Colo. 143. mav r e f l e c t  t o  some d e q r e e  t h e  b a s i s  f o r  t h e  commis- 
s i o n ' s  a c t i o n .  i n  t h i s  s i t u a t i o n ,  t h e  T r e a s u r e r  of Arapahoe County 
den ied  an exemption on r e a l  e s t a t e  known a s  Matthews H a l l ,  because  
t h e  b u i l d i n g  was u t i l i z e d  a s  a  r e s i d e n c e  f o r  t h e  b i s h o p  of t h e  d i o c e s e .  
The exemption was c la imed  f o r  e d u c a t i o n a l  purposes ,  and t h e  s c h o o l  
was conducted  i n  Matthews H a l l  under  t h e  d i r e c t i o n  of  t h e  b i shop .  
The Supreme Cour t  h e l d :  

...The o c c u p a t i o n  by t h e  b i s h o p  i s  i n  con- 
f o r m i t y  w i t h  t h e  c o n d i t i o n s  upon which p a r t  of  
t h e  f u n d s  used  f o r  t h e  purchase  of t h e  q remises  
were g i v e n .  H e  o c c u p i e s  t h e s e  p remises  i n  h i s  
o f f i c i a l  c a p a c i t y  a s  c h i e f  i n s t r u c t o r  of t h e  
s c h o o l .  I n  t h i s  c a p a c i t y  h i s  p r e s e n c e  r e s u l t i n g  
from r e s i d e n c e  i s  r e q u i r e d .  H e  i s  a c t u a l l y  an 
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i n s t r u c t o r ;  h i s  o b j e c t  i n  occupying t h e  premises 
i s  t o  d i scha rge  h i s  d u t i e s  i n  t h a t  c a p a c i t y ;  
hence h i s  dominant purpose i n  res idency  a t  t h e  
h a l l  i s  t o  c a r r y  ou t  t h e  o b j e c t s  of t h e  i n s t i -  
t u t i o n ,  and it i s  t h i s  purpose which g i v e s  
c h a r a c t e r  t o  t h e  use  by him. 

Although t h e  r e s idences  a r e  no t  l oca t ed  on t h e  grounds of 
t h e  h o s p i t a l ,  t h e  commission appa ren t ly  expanded t h e  concept ou t -  
l i n e d  i n  t h e  Bishop of t h e  Cathedra l  of st; John case  because t h e  
r e s idences  a r e  e s s e n t i a l  t o  t h e  o p e r a t i o n  of t h e  h o s p i t a l .  

T h i s  same analogy a l s o  could be app l i ed  t o  ad valorem 
exemptions gran ted  f o r  s t a f f  r e s i d e n c e s  of vo lun tee r  s o c i a l  workers, 
campus n igh t  watchman for a women's c o l l e g e ,  e t c .  



Summary of t h e  Problem of P r i v a t e  Ad Valorem Exemptions 

The exemptions g r a n t e d  by t h e  Tax Commission have fo l lowed  
v e r y  c l o s e l y  t h e  Supreme C o u r t ' s  b a s i c  premise  t h a t  c o n s t i t u t i o n a l  
and s t a t u t o r y  p r o v i s i o n s  f o r  ad va lorem e x e m p t i o n s - f o r  c h a r i t a b l e ,  
r e l i g i o u s ,  and s c h o o l  p r o p e r t y  shou ld  be  l i b e r a l l y  i n t e r p r e t e d .  
T h a t  i s ,  i f  t h e  p r o p e r t y  i s  needed i n  t h e  a c t u a l  conduct  of a 
church  program, a q u a l i f y i n a  e d u c a t i o n a l  a c t i v i t y ,  o r  c h a r i t y ,  
t h e  p r o p e r t y  i s  e n t i t l e d  t o  an a d l v a l o r e m  t a x  exemption..  Thus, 
a l though  a church  pa rk ing  l o t  i s  n o t  used s o l e l y  and e x c l u s i v e l y  
f o r  r e l i g i o u s  worship ,  t h e  p a r k i n g  l o t  i s  c o n s i d e r e d  e s s e n t i a l  t o  
t h e  conduct  of  t h e  a f f a i r s  of t h e  church  and shou ld  be  g r a n t e d  an 
exemption. 

The c o u r t s  and t h e  Commission a l s o  have expanded t h e  l i b -  
e r a l  r u l e  of  c o n s t r u c t i o n  t o  i n c l u d e  o r g a n i z a t i o n s  t h a t  a r e  s e l f -  
s u p p o r t i n g - - s e n i o r  c i t i z e n  homes, f o r  example. The mere f a c t  t h a t  
f e e s ,  c h a r g e s ,  o r  r e n t s  f i n a n c e  c o n s t r u c t i o n  and maintenance of 
a p i e c e  of  p r o p e r t y  i s  n o t  s u f f i c i e n t  grounds f o r  denying an ex- 
emption. I n  o t h e r  words, a c h a r i t y  does  n o t  n e c e s s a r i l y  mean 
c'pauperism,lt  o r  economic dependence-on  p r i v a t e  o r  governmental  
w e l f a r e .  A s s i s t a n c e  and comfor t  t o  t h e  aged,  r e g a r d l e s s  of t h e i r  
f i n a n c i a l  means, c o n s t i t u t e s  a c h a r i t y  a c c o r d i n g  t o  numerous c o u r t  
d e c i s i o n s  i n  o t h e r  j u r i s d i c t i o n s .  With t h i s  i n  mind, it would 
appear  t h a t  t h e  c h a r i t a b l e  n a t u r e  of s e n i o r  c i t i z e n  homes, h o s p i t a l s ,  
e t c . ,  i s  l o s t  o n l y  when t h e  i n s t i t u t i o n  d e r i v e s  a p r o f i t  from i t s  
o p e r a t i o n .  

The Supreme C o u r t  and t h e  Commission have c o n s i d e r e d  nuse t t  
of p r o p e r t y  a s  t h e  c r i t i c a l  f a c t o r  i n  t h e  d e t e r m i n a t i o n  of whether  
t h e  " l i b e r a l  r u l e u  of c o n s t r u c t i o n  shou ld  apply: I f  a p r i v a t e  i n -  
s t i t u t i o n  t h a t  i s  e n t i t l e d  t o  an exemption owns p r o p e r t y  t h a t  i s  
n o t  i n  u s e ,  o r  from which income i s  d e r i v e d ,  t h e  c o u r t s  and t h e  
Tax Commission have concluded t h a t  t h e  p r o p e r t y  i s  n o t  e n t i t l e d  t o  
an exemption. 

The I s s u e  

S i n c e  t h e r e  h a s  been l i t t l e  change i n  t h e  c o n s t i t u t i o n  and 
s t a t u t e s ,  a s  t h e y  r e l a t e  t o  p r i v a t e  t a x  exempt ions ,  members of t h e  
Commission, Colorado Munic ipal  League, e t c . ,  have commented t h a t  
t h e  i n c r e a s e d  growth of v a r i o u s  n o n p r o f i t  e n t e r p r i s e s ,  p a r t i c u l a r l y
s e n i o r  c i t i z e n  homes, e t c . ,  i s  e r o d i n g  t h e  p r o p e r t y  t a x  base  of l o -  
c a l  governments ,  w h i l e ,  a t  t h e  same t i m e ,  adding t o  t h e  burden of  
coun ty ,  c i t y ,  town and s p e c i a l  d i s t r i c t  s e r v i c e s .  Whether o r  n o t  
an i n s t i t u t i o n  i s  a  c h a r i t y  may n o t  be t h e  r e a l  i s s u e  a t  s t a k e .  
R a t h e r ,  t h e  q u e s t i o n  i s :  " A t  what l e v e l  of  government a r e  c h a r i -  
t i e s ,  r e l i g i o u s  i n . s t i t u t i o n s  and p r i v a t e  s c h o o l s  t o  be suppor ted?"  
A f t e r  a l l ,  a  t a x  exemption,  a s  e x p r e s s e d  by Ray Carper ,  Tax Commi- 
s s i o n e r ,  a t  t h e  June  9, 1965 mee t ing  of t h e  committee,  " i s  a sub-
s i d y  p a i d  f o r  by t h e  owners of t a x a b l e  p roper ty . "  The p r o p e r t y  t a x  
p r i m a r i l y  i s  a l o c a l  government t a x ,  and it f o l l o w s  t h a t  an i n s t i t u -
t i o n  d e r i v i n g  b e n e f i t  th rough  a s u b s i d y  a t  t h e  l o c a l  l e v e l  a c t u a l l y  i s  
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suppor ted  by t h i s  l e v e l  of government. T h i s  r a i s e s  t h e  fundamental  
q u e s t i o n  of whether  l o c a l  governments shou ld  b e a r  t h e  burden of p r i -  
v a t e  exemptions.  

On t h e  o t h e r  hand, p r o p e r t y  t a x  r e l i e f  i s  a s imple  and econ- 
omica l  means t o  encourage  d e s i r a b l e  a c t i v i t i e s  t h a t  may enhance t h e  
community and reduce  t h e  burden of government. I f  p r o p e r t y  t a x  re-
l i e f  f o r  s e n i o r  c i t i z e n s  i s  a  wor thwhi le  endeavor ,  because  many 
of t h e s e  i n d i v i d u a l s  a r e  l i v i n g  on moderate f i x e d  incomes, should  
n o t  t h e  exemption app ly  t o  a l l  e l d e r l y  pepsons? R e a l i z i n g  t h a t  a  
broadening of t h e  t a x  exempt b a s e  w i l l  add t o  t h e  probems of l o c a l  
government,  t h e  impact  of t h e s e  e'xemptions t o  l o c a l  governments 
may be  reduced by a l t e r n a t e  forms of f i n a n c i n g .  Fur thermore ,  s t a t e  
a s s i s t a n c e  t o  l o c a l  governmen$ may be a  more p t a c t i c a l  approach t o  
encouraginq c h a r i t a b l e  and r e l i g i o u s  a c t i v i t i e s  t h a n  t r + i n g  t o  de- 
t e r m i n e  i n d i v i d u a l l y ,  by some form of d i r e c t  s u b s i d y ,  which a c t i -  
v i t i e s  shou ld  be encouraged and which s h o u l d  no t .  

I n  summary, a r ev iew of t a x  exemptions n o t  o n l y  e n t a i l s  a 
d e t e r m i n a t i o n  of t h e  w o r t h i n e s s  of  an a c t i v i t y  and whether  t h e  pro- 
gram needs t o  be encouraged f i n a n c i a l l y  by government a c t i o n ,  b u t  
c o n s i d e r a t i o n  needs  t o  be g i v e n  t o  t h e  means f o r  f i n a n c i n g  t h e  gov- 
e rnmenta l  s u b s i d y  a s  w e l l  a s  t h e  l e v e l  of government t h a t  i s  t o  b e a r  
t h e  burden of  t h e  subs idy .  

P e r i o d i c  review of t h e  f o l l o w i n g  b a s i c  q u e s t i o n s  may be he lp-  
f u l :  

1) Should  t h e  s t a t u t o r y  d e f i n i t i o n s  o f  e d u c a t i o n a l ,  r e l i g i o u s ,  
and c h a r i t a b l e  purposes  be made more s t r i c t ?  

2 )  I f  c u r r e n t  exemptions a r e  t o  be encouraged,  shou ld  l o c a l  
government b e a r  t h e  e n t i r e  c o s t  of t h e  s u b s i d y ?  

3)  Based on t h e  t r e n d  of e v e r  i n c r e a s i n g  e r o s i o n  of  t h e  ad 
va lorem t a x  b a s e ,  a r e  l o c a l  governments i n  need of  d e v e l o p i n g  a l -  
t e r n a t i v e  s o u r c e s  of revenue?  

4 )  Should exempt i n s t i t u t i o n s  pay f e e s  i n  l i e u  of t a x e s  o r  
nonschool  t a x e s  t o  f i n a n c e  t h e  c o s t  of  s e r v i c e s  r endered  t o  t h e  t a x  
exempt p r o p e r t i e s ?  




