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December 6 ,  1963 

To Members o f  t h e  F o r t y - f o u r t h  C o l o r a d o  G e n e r a l  Assembly: 

A s  d i r e c t e d  by t h e  p r o v i s i o n s  o f  House J o i n t  
R e s o l u t i o n  No. 25, 1963  s e s s i o n ,  t h e  L e g i s l a t i v e  C o u n c i l  
s u b m i t s  t h e  accompanying r e p o r t  on f r e e p o r t ,  m o b i l e  homes 
and m o b i l e  equipment  t a x a t i o n .  

The  commi t t ee  a p p o i n t e d  by t h e  L e g i s l a t i v e  
C o u n c i l  t o  c o n d u c t  t h e  s t u d y  r e p o r t e d  i t s  f i n d i n g s  and 
recommendat ions  a t  t h e  December 6,  1963,  C o u n c i l  m e e t i n g .  
A t  t h a t  time t h e  r e p o r t  was a d o p t e d  by t h e  L e g i s l a t i v e  
C o u n c i l  f o r  t r a n s m i s s i o n  t o  t h e  F o r t y - f o u r t h  G e n e r a l  
Assembly,  and t o  t h e  Governor .  

R e s p e c t f u l l y  s u b m i t t e d ,  

/s/ 	 R e p r e s e n t a t i v e  C.  P. (Doc)  Lamb 
Chairman 
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November 8, 1963 

R e p r e s e n t a t i v e  C. P. Lamb, Chairman 
C o l o r a d o  L e g i s l a t i v e  C o u n c i l  
341 S t a t e  C a p i t o l  
Denver ,  C o l o r a d o  

Dear M r .  Chairman: 

Your Committee on P r o p e r t y  T a x a t i o n  a p p o i n t e d  
p u r s u a n t  t o  H.J.R. No. 25, 1 9 6 3  s e s s i o n ,  h a s  comple ted  
a  s t u d y  of t h e  p rob lems  of  mobi le  home and mobi le  
equ ipmen t  t a x a t i o n ,  a s  w e l l  a s  a r e v i e w  of  a  p roposed  
program of f r e e p o r t  e q u i t y ,  and s u b m i t s  h e r e w i t h  i t s  
f i n d i n g s  and recommendat ions .  A p r o g r e s s  r e p o r t  of t h e  
C o m m i t t e e ' s  s t u d y  on t a x  exempt  p r o p e r t y  a l s o  i s  i n -
c l u d e d  i n  t h e  r e p o r t .  

The Committee h a s  made s e v e r a l  recommendat ions  
c o n c e r n i n g  improvement ' i n  t h e  a d m i n i s t r a t i o n  of t a x e s  
on mobi le  homes and equ ipmen t .  C o n s e q u e n t l y ,  t h e  
Committee r e q u e s t s  t h a t  t h e  L e g i s l a t i v e  C o u n c i l  recommend 
t o  t h e  Governor  t h a t  t h e s e  i t e m s  be p r e s e n t e d  f o r  
c o n s i d e r a t i o n  t o  t h e  Second R e g u l a r  S e s s i o n  o f  t h e  F o r t y -  
f o u r t h  G e n e r a l  Assembly.  

F r a n k  L.  G i l l ,  Chairman 
Committee on P r o p e r t y  
T a x a t i o n  



W i t h  t h e  a d o p t i o n  of  House J o i n t  R e s o l u t i o n  No. 25,  1963 
s e s s i o n ,  t h e  L e g i s l a t i v e  C o u n c i l  a p p o i n t e d  a Cornmitt-ee on P r o p e r t y  
T a x a t i o n  t o  c o n d u c t  a s t u d y  of f r e e p o r t ,  m o b i l e  home a n d  e q u i p m e n t  
t a x a t i o n ,  and  t a x  e x e m p t  p r o p e r t y .  C o m m i t t e e  members i n c l u d e d :  
S e n a t o r  F r a n k  L. G i l l ,  c h a i r m a n ;  S e n a t o r  Fay  D e B e r a r d ,  v i c e  c h a i r m a n ;  
and  S e n a t o r s  R o b e r t  A l l e n ,  Ed Lamm, W i l l i a m  B l e d s o e ;  R e p r e s e n t a t i v e s  
7'. H .  Dameron,  R o b e r t  S c h a f e r ,  L o w e l l  Compton,  W a l t  S t a l k e r ,  Rex 
H o w e l l ,  Hiram McNei l ,  Samuel  Boyden;  and  R e p r e s e n t a t i v e  C. P.  Lamb 
( e x  o f f  i c i o )  . 

The a s s i s t a n c e  r e n d e r e d  by i n d i v i d u a l s  p a r t i c i p a t i n g  i n  t h e  
s t u d i e s  i s  g r e a t , f u l l y  a c k n o w l e d g e d ,  e s p e c i a l l y  t o  t h e  c o u n t y  a s s e s s o r s  
w i t h o u t  whose h e l p  a  s t u d y  of  t a x  e x e m p t  p r o p e r t y  would  n o t  be 
f e a s i b l e ,  and t o  t h e  s t a f f  o f  t h e  C o l o r a d o  P u b l i c  E x p e n d i t u r e  C o u n c i l  
f o r  t h e i r  work on  a f r e e p o r t  s u r v e y .  

To a s s i s t  t h e  Commi t t ee  i n  c l a r i f y i n g  p r o b l e m s  of  m o b i l e  
home and m o b i l e  e q u i p m e n t  t a x a t i o n ,  a n  a d v i s o r y  c o m m i t t e e  was a p p o i n t e d  --
Mr. A.  A .  H a l l ,  Mr. Howard L a t t i n g ,  Mr. Ray C a r p e r ,  a n d  Mr. H o l l i s  S w e t t  
of  t h e  Tax Commiss ion ;  M I .  W i l l i a m  C a s s e l l ,  c h i e f  of  t h e  Motor  V e h i c l e  
D i v i s i o n  of  t h e  * D e p a r t m e n t  of  R e v e n u e ;  Mr. J a m e s  M c N a l l y ,  c o u n t y  c l e r k  
o f  J e f f e r s o n  Coun.ty;  and M r .  E r n e s t  M a c T a v i s h ,  d e p u t y  a s s e s s o r  o f  t h e  
C i t y  and C o u n t y  of D e n v e r .  T h e i r  a s s i s t a n c e  h a s  b e e n  m o s t  h e l p f u l .  

lvliss C l a i r  T. S i p p e l  o f  t h e  L e g i s l a t i v e  R e f e r e n c e  O f f i c e  
worked c l o s e l y  w i t h  t h e  C o m m i t t e e  i n  c a r r y i n g  o u t  t h e  s t u d i e s .  D a v i d  
M o r r i s s e y ,  r e s e a r c h  a s s o c i a t e ,  h a d  p r i m a r y  r e s p o n s i b i l i t y  f o r  p r e p a r i n g  
t h e  r e s e a r c h  m a t e r i a l .  

November,  1963 L y l e  C. Kyle  
D i r e c t o r  

v i i  
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COMMITTEE -FINDINGS AND RECOMMENDATIONS 

P u r s u a n t  t o  t h e  p r o v i s i o n s  of House J o i n t  R e s o l u t i o n  Number 25, 
1963 s e s s i o n ,  t h e  L e g i s l a t i v e  C o u n c i l  a p p o i n t e d  t h e  Committee on 
P r o p e r t y  Tax t o  c o n d u c t  t h r e e  s t u d i e s  concerned  w i t h  t h e  t a x a t i o n  o f  
p r o p e r t y  i n  C o l o r a d o ,  namely, a s t u d y  of a program of f r e e p o r t  e q u i t y ;  
a r e v i e w  of t h e  p rob lems  of  t a x a t i o n  o f  m o b i l e  homes and equipment ;  
and an e x a m i n a t i o n  of t h e  problems r e l a t i n g  t o  t a x  exempt p r o p e r t y  
owned by p u b l i c  b o d i e s ,  r e l i g i o u s ,  and c h a r i t a b l e  o r g a n i z a t i o n s ,  and 
s p e c i f i c a l l y  t h e  d e t e r m i n a t i o n  o f  t h e  amount and v a l u e  of  t a x  exempt 
p r o p e r t y  owned by such  g r o u p s .  

I n  t h e  c o n d u c t  o f  t h e  s t u d y ,  t h e  Committee h e l d  t h r e e  m e e t i n g s ,  
one  of  which was d e v o t e d  t o  a two-day hea r ing - -on  J u l y  23 t h e  Committee 
met w i t h  r e p r e s e n t a t i v e s  of  i n d u s t r y ,  Co lo rado  P u b l i c  E x p e n d i t u r e  
C o u n c i l ,  Tax Commission, and County A s s e s s o r s t  A s s o c i a t i o n  t o  examine 
t h e  proposed  program o f  f r e e p o r t  e q u i t y ,  and on  J u l y  24 t h e  Committee 
met w i t h  i n t e r e s t e d  p e r s o n s  and s t a t e  and c o u n t y  o f f i c i a l s  concerned  
w i t h ' a d m i n i s t e r i n g  t a x e s  on m o b i l e  homes and equipment .  Committee 
recommendat ions a r e  b a s e d ,  f o r  t h e  most  p a r t ,  on t h e s e  h e a r i n g s  and 
on s u r v e y s  conducted  by t h e  Co lo rado  P u b l i c  E x p e n d i t u r e  C o u n c i l  and t h e  
L e g i s l a t i v e  C o u n c i l  s t a f f .  

A program of  f r e e p o r t  e q u i t y  may b e  d e f i n e d  a s  t h e  g r a n t i n g  of 
a  p r o p e r t y  t a x  exempt ion  f o r  i n v e n t o r i e s  of f i n i s h e d  goods  h e l d  i n  
s t o r a g e  i n  Co lo rado  which a r e  d e s t i n e d  f o r  sh ipmen t  ou t -o f -Co lo rado .  
U s u a l l y ,  f r e e p o r t  a p p l i e s  t o  goods  b r o u g h t  i n t o  t h e  s t a t e  from o u t - o f -  
s t a t e ,  and h e l d  i n  t empora ry  s t o r a g e  f o r  sh ipmen t  o u t - o f - s t a t e  --
commonly r e f e r r e d  t o  " a s  a  s t r i c t  f r e e p o r t  program."  However, i f  t h e  
exemption i s  ex tended  t o  i n c l u d e  "home-produced g o o d s , "  it may b e  
c a l l e d  a " l i b e r a l  f r e e p o r t  program."  In g e n e r a l ,  f r e e p o r t  p r o p o s a l s  
a r e  d e s i g n e d  t o  e x t e n d  t h e  t a x  exempt s t a t u s  of goods  i n - t r a n s i t  i n  
i n t e r s t a t e  commerce t o  i n c l u d e  goods  h e l d  i n  s t o r a g e  a t  t h e  d i s c r e t i o n  
of t h e  owner.  F o r  example,  i f  C o l o r a d o  adop ted  a f r e e p o r t  program, a 
Midwest m a n u f a c t u r e r  c o u l d  s h i p  goods  i n t o  Denver by t h e  c a r l o t ,  s t o r e  
t h e  goods ,  and a t  a l a t e r  d a t e  s h i p  t h e  goods  o u t - s t a t e  i n  s m a l l .  
q u a n t i t i e s  w i t h o u t  pay ing  ad  va lo rem t a x e s  on t h e  goods .  A t  p r e s e n t ,  
i f  t h e  goods  a r e  s h i p p e d  i n t o  Denver  and h e l d  i n  s t o r a g e  a t  t h e  
d i s c r e t i o n  o f  t h e  owner,  t h e  goods  a r e  s u b j e c t  t o  ad va lo rem t a x e s .  

I n v e n t o r v  Taxes  

P r i o r  t o  a c o n s i d e r a t i o n  o f  f r e e p o r t  p rob lems ,  t h e  Committee 
rev iewed t h e  impac t  and e q u i t y  of i n v e n t o r y  t a x a t i o n .  B e f o r e  1961,  
i n v e n t o r i e s  i n  C o l o r a d o  were a s s e s s e d  a t  a r a t i o  of 50 p e r  c e n t  of 
t h e  a v e r a g e  amount i n v e s t e d  i n  i n v e n t o r i e s ,  w h i l e ,  a t  t h e  same t i m e ,  
r e a l  p r o p e r t y  was a s s e s s e d  a t  a p p r o x i m a t e l y  27 p e r  c e n t  of  m a r k e t  
v a l u e ,  based  on t h e  s a l e s  r a t i o  s t u d i e s .  C o l o r a d o ' s  b u s i n e s s  community 
r e g a r d s  t h e  i n v e n t o r y  t a x  a s  u n f a i r ,  n o t  o n l y  a s  a  r e s u l t  o f  t h e  h i g h  
r a t i o  of  a s s e s s m e n t ,  b u t  a l s o  b e c a u s e  t h e  impac t  of t h e  t a x  v a r i e s  f rom 
b u s i n e s s  t o  b u s i n e s s  d u e  t o  s u c h  f a c t o r s  a s  t u r n o v e r ,  c o n t r o l a b i l i t y  
of  i n v e n t o r i e s ,  a b i l i t y  t o  pay ,  ove rhead  e x p e n s e s ,  e t c .  F o r  t h i s  



r e a s o n ,  t h e  b u s i n e s s  community s u p p o r t e d  amendment number f i v e ,  1962 
g e n e r a l  e l e c t i o n ,  i n  t h e  hope t h a t  t h e  amendment would a l l o w  p r o p e r t y  
t o  b e  a s s e s s e d  on t h e  b a s i s  of i n d i v i d u a l  c l a s s e s ,  t h e r e b y  e n a b l i n g  
t h e  G e n e r a l  Assembly t o  e n a c t  l e g i s l a t i o n  r e d u c i n g  t h e  bu rden  of  the  
i n v e n t o r y  t a x  e i t h e r  t h r o u g h  a  g e n e r a l  r e d u c t i o n  i n  t h e  r a t e  of  a 

a s s e s s m e n t  o r  t h r o u g h  a program of  f r e e p o r t  e q u i t y .  

S t r i c t  F r e e p o r t  

B r i e f l y ,  a rgumen t s  p r e s e n t e d  t o  t h e  Committee i n  s u p p o r t  of  a ,
s t r i c t  ' f r e e p o r t  program ( n o t  i n c l u d i n g  "home-produced goods" )  a r e  
based on  t h e  need t o  keep  Co lo rado  c o m p e t i t i v e  w i t h  s u r r o u n d i n g  s t a t e s .  
S t a t e s  a d j o i n i n g  Co lo rado  h a v e  a d o p t e d  f r e e p o r t  l e g i s l a t i o n ,  which may 
encourage  d i s t r i b u t i v e  i n d u s t r i e s  t o  l o c a t e  o u t s i d e  of  Co lo rado .  The 
e f f e c t  of  a f r e e p o r t  l aw on d i s t r i b u t i v e  i n d u s t r i e s  may b e  s i g n i f i c a n t  
s i n c e  i n v e n t o r y  t a x e s  may r a n g e  from t e n  t o  25 p e r  c e n t  of  h o l d i n g  
c o s t s  depending  on t h e  commodity. A l s o ,  based  o n  i n f o r m a t i o n  s u p p l i e d  
by t h e  coun ty  a s s e s s o r s ,  a s t r i c t  f r e e p o r t  program would have  l i t t l e  
impact  on t h e  p r o p e r t y  t a x  i n  most c o u n t i e s .  

On t h e  o t h e r  hand ,  nhome produced  goods"  c o u l d  be  p l a c e d  a t  a 
c o m p e t i t i v e  d i s a d v a n t a g e ,  b e c a u s e  goods  manufac tu red  o u t - s t a t e  and 
h e l d  i n  s t o r a g e  f o r  o u t - s t a t e  d e l i v e r y  would n o t  be s u b j e c t  t o  p r o p e r t y  
t a x e s .  

L i b e r a l  F r e e p o r t  Prosram 

G e n e r a l l y ,  t h e  b u s i n e s s  community i s  i n  f a v o r  of  a program of 
f r e e p o r t  e q u i t y  i f  i t  i n c l u d e s  "home-produced goods ."  C o m p e t i t i o n  
of t h e  f r e e p o r t  s t a t e s  would be  met, w h i l e  I8home i n d u s t r i e s I t  a l s o  
would b e  p r o t e c t e d .  Aga in ,  a l l  t y p e s  o f  i n d u s t r i e s ,  d i s t r i b u t i v e  and 
m a n u f a c t u r i n g ,  may be  encouraged  t o  l o c a t e  i n  Co lo rado  a s  t h e  i n v e n t o r y  
t a x  a d v a n t a g e s  of  t h e  o t h e r  s t a t e s  would b e  n e g l i g i b l e  o r  n o n - e x i s t e n t .  

The impac t  o f  a l i b e r a l  f r e e p o r t  program, of c o u r s e ,  would be 
much g r e a t e r  t h a n  t h e  s t r i c t  f r e e p o r t  a s  i t  p e r t a i n s  t o  p r o p e r t y  t a x e s .  
However, t h e  accompanying r e s e a r c h  r e p o r t  p o i n t s  o u t  t h a t  t h e  impac t  
of a program of  f r e e p o r t  e q u i t y  on  C o l o r a d o  manufac tu red  goods  p r o b a b l y  
would n o t  exceed  one  p e r  c e n t  of t h e  t o t a l  p r o p e r t y  t a x .  T h i s  may be 
s i g n i f i c a n t ,  e s p e c i a l l y  i f  C o l o r a d o ' s  program of  i n d u s t r i a l  development  
i s  enhanced by t h e  a d o p t i o n  of  t h e  law.  

Committee Recommendations 

The Committee r e c o g n i z e s  t h a t  t h e  g r a n t i n g  o f  a f r e e p o r t  exemption 
f o r  i n v e n t o r i e s  would r e d u c e  t h e  t a x  b a s e  of t h e  community; however,  
t h e  o v e r - r i d i n g  c o n s i d e r a t i o n  i s  t h e  c o n t i n u e d  development  of  a  h e a l t h y  
economy. Co lo rado  must meet  t h e  c h a l l e n g e  of  o t h e r  s t a t e s  i n  t h e  
development  of  new i n d u s t r i e s  a s  w e l l  a s  t o  e l i m i n a t e  i n e q u i t a b l e  t a x  
bu rdens .  T h e r e f o r e ,  t h e  Commit tee  p r o p o s e s  a t h r e e - s t e p  approach  f o r  
amending t h e  p r e s e n t  i n v e n t o r y  t a x  s t r u c t u r e .  F i r s t ,  t h e  Committee 
recommends t h a t  t h e  Tax Commission r e d u c e  t h e  r a t i o  of a s s e s s e d  
v a l u a t i o n  on i n v e n t o r i e s  f rom 35 t o  30 p e r  c e n t  of  t h e  a v e r a g e  amount 
i n v e s t e d  i n  i n v e n t o r i e s  f o r  1964;  second t h e  G e n e r a l  Assembly shou ld  



a d o p t  l e g i s l a t i o n ,  e f f e c t i v e  i n  1965, r e q u i r i n g  a l l  p r o p e r t y  t o  be 
a s s e s s e d  a t  t h e  same r a t i o  of a s s e s s e d  v a l u e  t o  value;  and 
t h i r d ,  t h e  commi t t ee  p r o p o s e s  t h a t  t h e  G e n e r a l  Assembly e s t a b l i s h  a 
program of f r e e p o r t  e q u i t y  i n  1966 by p r o v i d i n g  a c l a s s  of f r e e p o r t  
p r o p e r t y  and a s s e s s i n g  such p r o p e r t y  a t  a  r a t i o  of f i v e  p e r  c e n t  of 
t h e  a v e r a g e  amount i n v e s t e d .  

T a x a t i o n  of  Y o b i l e  Homes and Mobi le  E a u i ~ m e n t  

S w e c i f i c  Ownership Tax 

I n  1936, an  amendment. t o  A r t i c l e  X ,  S e c t i o n  6,  C o l o r a d o  
C o n s t i t u t i o n ,  was approved  by t h e  p e o p l e .  The p u r p o s e  of t h e  amendment 
was t o  f a c i l i t a t e  t h e  c o l l e c t i o n  of ad va lo rem t a x e s  on motor  v e h i c l e s .  
P r i o r  t o  t h e  a d o p t i o n  o f  t h e  amendment, a p p r o x i m a t e l y  o n e - h a l f  o f  t h e  
r e g i s t e r e d  motor  v e h i c l e s  were  n o t  b e i n g  a s s e s s e d  f o r  ad va lo rem t a x e s .  
Al though t h e  s p e c i f i c  owner sh ip  t a x  s o l v e d  t h e  problem of  t a x a t i o n  of 
v e h i c l e s  i n  c o n t i n u o u s  u s e  on t h e  h ighways ,  i t  h a s  n o t  been  a s  
e f f e c t i v e  i n  r e g a r d  t o  v e h i c l e s  u s i n g  t h e  highways o n l y  o c c a s s i o n a l l y .  
I t  i s  t h i s  a d m i n i s t r a t i v e  problem t h a t  b r o u g h t  a b o u t  t h e  s t u d y  on t h e  
t a x a t i o n  of  m o b i l e  homes and m o b i l e  equipment .  

Mobile  Eauipment 

Mobile  equipment  f a l l s  i n t o  two c a t e g o r i e s :  1 )  m o b i l e  
machinery  - - v e h i c l e s  d e s i g n e d  f o r  s p e c i a l  p u r p o s e s  o t h e r  t h a n  o p e r a t i o n  
on t h e  highways;  and 2 )  s p e c i a l  mounted equipment  - - any  t y p e  of  
mach ine ry  mounted on a  t r u c k  c h a s s i s .  T h s o r e t i c a l l y ,  t h e  p r e s e n t  method 
of t a x a t i o n  of such  equipment  i n  C o l o r a d o  i s  based  on t h e  d e s i g n  of  
t h e  equipment ,  i . e : ,  i f  t h e  v e h i c l e  i s  d e s i g n e d  f o r  normal  highway u s e ,  
t h e  v e h i c l e  i s  s u b j e c t  t o  t h e  s p e c i f i c  owner sh ip  t a x ;  i f  highway o p e r a t i o n  
of t h e  v e h i c l e  i s  i n c i d e n t a l  t o  i t s  p r i m a r y  f u n c t i o n ,  t h e  v e h i c l e  i s  
t a x e d  on an  ad va lo rem b a s i s .  

A d m i n i s t r a t i v e  P r a c t i c e s  of  T a x a t i o n  of  Mobi le  E a u i ~ m e n t .  S e c t i o n  
13-5-2,  1960 Perm. Supp. t o  CRS 1953 ,  s t a t e s  t h a t  ".. . . r o a d  r o l l e r s  
and road  mach ine ry  t e m p o r a r i l y  o p e r a t e d  o r  moved upon t h e  highways need 
n o t  b e  r e g i s t e r e d  u n d e r  t h i s  a r t i c l e . "  A Revenue Depa r tmen t  r e g u l a t . i o n  
a l s o  p r o h i b i t s  t h e  r e g i s t r a t i o n  o f  such equipment  u n l e s s  a t i t l e  tc. t h e  
v e h i c l e  i s  i s s u e d .  N e v e r t h e l e s s ,  t h e r e  a r e  i n s t a n c e s  i n  which t h e  
coun ty  c l e r k s  have  r e g i s t e r e d  s u c h  v e h i c l e s  and c o l l e c t e d  s p e c i f i c  
owner sh ip  t a x e s  t h e r e o n .  I t  i s  p o s s i b l e  f o r  a n  owner of such  equipment  
t o  pay a minimum s p e c i f i c  owner sh ip  f e e  of t h r e e  d o l l a r s ,  p r eempt ing  
t h e  a u t h o r i t y  of t h e  c o u n t y  a s s e s s o r  t o  l e v y  a n  ad va lo rem t a x  on t h e  
v e h i c l e .  I n  such  i n s t a n c e s ,  t h e  a s s e s s e d  v a l u e  of  t h e  v e h i c l e  may b e  
much g r e a t e r  t h a n  t h a t  r e f l e c t e d  by t h e  t h r e e  d o l l a r  s p e c i f i c  owner sh ip  
f e e .  Thus ,  a c o n f l i c t  e x i s t s  be tween  t h e  s p e c i f i c  owner sh ip  t a x  and 
t h e  ad v a l o r e m  t a x .  T h i s  c o n f l i c t  may be  a t t r i b u t e d  t o  t h e  d e p r e c i a t i o n  
s c h e d u l e  f o r  c l a s s  "B" v e h i c l e s  o u t l i n e d  i n  a r t i c l e  5 ,  c h a p t e r  13, 1960 
Perm. Supp. t o  CRS 1953.  However, t h e  s c h e d u l e  i s  n o t  d e s i g n e d  f o r  
mob i l e  mach ine ry ,  and t h e  c o u n t y  c l e r k s  have  c o m p l i c a t e d  m a t t e r s ,  i n  
some i n s t a n c e s , b y  i s s u i n g  s p e c i a l  m o b i l e  equipment  p l a t e s  f o r  t h e s e  
v e h i c l e s  c o n t r a r y  t o  t h e  r e g u l a t i o n s  o f  t h e  Depar tment  of  Revenue. 
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Mounted Equipment .  The c o u n t y  c l e r k s  a r e  cha rged  w i t h  t h e  
r e s p o n s i b i l i t y  o f  a s s e s s i n g  s p e c i f i c  owner sh ip  t a x e s  o n  s p e c i a l  mounted 
equ ipmen t .  The t a x  o n  t h e  equipment  i s  i n  a d d i t i o n  t o  t h e  t a x  on t h e  
c a b  and c h a s s i s  o f  t h e  v e h i c l e .  The Depar tment  o f  Revenue h a s  i s s u e d  
r e g u l a t i o n s  t o  a s s i s t  t h e  c l e r k s  i n  t h e  d e t e r m i n a t i o n  of t h e  v a l u e  
o f  t h e  equipment .  However, i n  many i n s t a n c e s  t h e  t a x e s  a r e  n o t  b e i n g  
c o l l e c t e d .  T h i s  may b e  t h e  r e s u l t  o f  t h e  " r e g i s t r a t i o n  by m a i l "  sys t em 
of t h e  c o u n t y  c l e r k s ,  which i s  s o  p o p u l a r  i n  e x p e d i t i n g  t h e  r e g i s t r a t i o n  
of  mo to r  v e h i c l e s .  A l though  t h e  c l e rk s  may n o t  h a v e  c o l l e c t e d  t h e  
s p e c i f i c  owner sh ip  t a x e s  on a  p i e c e  o f  mounted equ ipmen t ,  t h e  a s s e s s o r s  
a r e  p r e v e n t e d  from a s s e s s i n g  t h e  equipment  f o r  ad va lo rem p u r p o s e s ,  
b e c a u s e  t h e  owner p r o d u c e s  a s p e c i f i c  o w n e r s h i p  r e c e i p t  f o r  t h e  e n t i r e  
v e h i c l e .  

Commit tee  Recommendations.  The Commit tee  b e l i e v e s  t h a t  
c o o p e r a t i o n  among t h e  c o u n t y  c l e r k s ,  a s s e s s o r s ,  and Revenue Depar tment  
may n o t  b e  a c h i e v e d  i n  e v e r y  i n s t a n c e ,  n o r  a r e  t h e  r e g u l a t i o n s  i s s u e d  
by t h e  Revenue Depar tment  a l w a y s  implemented by t h e  c o u n t y  c l e r k s .  
T h e r e f o r e ,  t h e  Commit tee  recommends t h a t  A r t i c l e  5, C h a p t e r  13, CRS 
1963,  a s  amended, b e  c l a r i f i e d  t o  p i n p o i n t  t h e  r e s p o n s i b i l i t y  of t h e  
o f f i c i a l s  i n  r e g a r d  t o  t h e  t a x a t i o n  o f  m o b i l e  mach ine ry  and  mounted 
equipment .  I n  t h e  o p i n i o n  of t h e  Commit tee  t h e  law s h o u l d  be  amended 
t o  p r o v i d e  a c l a s s i f i c a t i o n  o f  v e h i c l e s  d e s i g n a t e d  a s  m o b i l e  mach ine ry ,  
and t h a t  such  mach ine ry  b e  exempt f rom highway r e g i s t r a t i o n  and s p e c i f i c  
owner sh ip  t a x e s .  Mobi le  mach ine ry ,  o f  c o u r s e ,  would b e  s u b j e c t  t o  
ad v a l o r e m  t a x a t i o n .  The  d e t e r m i n a t i o n  o f  what  c o n s t i t u t e s  m o b i l e  
mach ine ry  would be made by t h e  Revenue Depa r tmen t .  I f  t h e  Revenue 
Depar tment  d i d  n o t  i s s u e  t i t l e  t o  t h e  v e h i c l e ,  t h e  mach ine ry  would b e  
c l a s s i f i e d  a s  m o b i l e  mach ine ry  and  s u b j e c t  t o  ad  v a l o r e m  t a x e s ;  i f  
t i t l e  i s  i s s u e d  by t h e  Revenue Depa r tmen t ,  t h e  c o u n t y  c l e r k s  would 
p r o c e s s  r e g i s t r a t i o n  f e e s  and s p e c i f i c  o w n e r s h i p  t a x  i n  t h e  same manner 
a s  f o r  o t h e r  motor  v e h i c l e s .  

The Commit tee  a l s o  recommends t h a t  v e h i c l e s  w i t h  s p e c i a l  mounted 
equipment  b e  s u b j e c t  t o  b o t h  t h e  s p e c i f i c  owner sh ip  t a x  and ad va lo rem 
t a x e s ,  i . e . ,  t h e  s p e c i f i c  o w n e r s h i p  t a x  i s  t o  b e  l e v i e d  a g a i n s t  t h e  c a b  
and c h a s s i s  of  t h e  v e h i c l e ,  w h i l e  t h e  mounted equipment  i s  t o  be  
a s s e s s e d  f o r  a d  v a l o r e m  p u r p o s e s .  The  Commit tee  makes t h i s  recommendat ion 
i n  v i ew o f  t h e  f a c t  t h a t  c o u n t y  c l e r k s  a r e '  n o t  t r a i n e d  t o  d e t e r m i n e  t h e  
v a l u e  o f  equipment ,  and b e c a u s e  t h e  p r e s e n t  sys t em i s  n o t  work ing .  The 
s u g g e s t e d  change  would a l l o w  t h e  c o u n t y  a s s e s s o r s  t o  c o n t a c t  owners  o f  
s p e c i a l  mounted equipment  and p l a c e  s u c h  equ ipmen t  on t h e  t a x  r o l l s ;  
t.he owners  o f  mounted equipment  would no l o n g e r  b e  a b l e  t o  d i s p l a y  a 
s p e c i f i c  o w n e r s h i p  r e c e i p t  c o v e r i n g  t h e  e n t i r e  v e h i c l e .  The Commit tee  
a l s o  recommends t h a t  owners  of s p e c i a l  mounted equipment  b e  r e q u i r e d  t o  
o b t a i n  a  s t a t e m e n t  o f  a s s e s s m e n t  f rum t h e  a s s e s s o r  p r i o r  t o  r e g i s t r a t i o n  
of t h e  v e h i c l e  f o r  highway p u r p o s e s .  I f  a n  owner s u c c e e d s  i n  r e g i s t e r i n g  
a v e h i c l e  w i t h  mounted equipment  f o r  highway p u r p o s e s  w i t h o u t  n o t i f i c a t i o n  
t o  t h e  a s s e s s o r ,  t h e  a s s e s s o r  would s t i l l  b e  a b l e  t o  p i c k  up  t h e  
a s s e s s m e n t  i n  t h e  normal  c o u r s e  o f  h i s  d u t i e s .  

Appendix A c o n t a i n s  t h e  p r o p o s e d  b i l l  f o r  i m p l e m e n t a t i o n  of t h e  
recommended c h a n g e s .  O t h e r  p r o v i s i o n s  of  t h e  b i l l  recommended by t h e  
Committee i n c l u d e  r e p e a l  of  t h e  d e f i n i t i o n  o f  s p e c i a l  m o b i l e  equipment ;  
e l i m i n a t i o n  of  t h e  o p t i o n s  f o r  payment  of s p e c i a l  p e r m i t  f e e s  f o r  
owners  of  m o b i l e  mach ine ry  s e e k i n g  t o  o p e r a t e  o n  t h e  h ighways ,  and 
s u b s t i t u t i o n  of.  a  s i n g l e  a n n u a l  p e r m i t  f e e  of  $2.50. A l s o ,  t h e  
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Committee recommends t h a t  any  r e f e r e n c e  t o  t o n - m i l e  t a x e s  f o r  m o b i l e  
machinery  b e  e l i m i n a t e d ,  b e c a u s e  s u c h  equ ipmen t  seldom o p e r a t e s  on  t h e  
highways.  

Mobile  Homes 

The Commit tee  on P r o p e r t y  Tax r ev i ewed  two f u n d a m e n t a l  i s s u e s  
c o n c e r n i n g  t h e  t a x a t i o n  of  m o b i l e  homes - - 1) t h e  l e v e l  o f  t a x a t i o n  on 
m o b i l e  homes, and 2 )  t h e  a d m i n i s t r a t i o n  of s p e c i f i c  owner sh ip  t a x e s  
on m o b i l e  homes. On t h e  b a s i s  of  t h e  J u l y  2 3  h e a r i n g  on m o b i l e  home 
t a x a t i o n  and d a t a  compi led  by t h e  C o u n c i l  s t a f f ,  t h e  Commit tee  conc luded  
t h a t  t h e  s p e c i f i c  owner sh ip  t a x  on m o b i l e  homes i s  r e a s o n a b l y  i n  l i n e  
w i t h  t h e  amount of r e v e n u e  t h a t  would b e  d e r i v e d  f r o m  a n  a v e r a g e  p r o p e r t y  
t a x  l e v y  on m o b i l e  homes. The  Commit tee  r e c o g n i z e s  t h a t  w h e t h e r  m o b i l e  
homes a r e  t a x e d  u n d e r  s p e c i f i c  o w n e r s h i p  o r  p r o p e r t y  t a x e s ,  i f  t h e  t a x  
i s  l e v i e d  i n  r e l a t i o n  t o  v a l u e ,  t h e  a v e r a g e  m o b i l e  home i s  n o t  g o i n g  
t o  p roduce  a n  amount of  r e v e n u e  e q u a l  t o  t h a t  a s s e s s e d  a g a i n s t  an  a v e r a g e  
s i n g l e - f a m i l y  d w e l l i n g .  The  a v e r a g e  m o b i l e  home s i m p l y  d o e s  n o t  have  
t h e  c o n t i n u o u s  v a l u e  of  t h e  a v e r a g e  s i n g l e  f a m i l y  d w e l l i n g .  However, 
it i s  a p p a r e n t  t o  t h e  Commit tee  t h a t  improved a d m i n i s t r a t i o n  and 
en fo rcemen t  of  t h e  s p e c i f i c  owner sh ip  t a x e s  on m o b i l e  homes may r a i s e  
more r e v e n u e  t h a n  i s  c u r r e n t l y  b e i n g  c o l l e c t e d  i n  some c o u n t i e s .  

I n  o r d e r  t o  f o c u s  a t t e n t i o n  on  a r e a s  of a d m i n i s t r a t i o n  t h a t  
need improvement ,  t h e  Commit tee  a p p o i n t e d  a n  a d v i s o r y  g r o u p  --
r e p r e s e n t a t i v e s  o f  t h e  County  C l e r k s '  A s s o c i a t i o n ,  County  A s s e s s o r s '  
A s s o c i a t i o n ,  Tax Commission,  and  Revenue Depa r tmen t .  On t h e  b a s i s  
of s u g g e s t i o n s  made by t h e , a d v i s o r y  commi t t ee ,  t h e  Commit tee  on  P r o p e r t y  
Tax adop ted  f o u r  p roposed  c h a n g e s  t o  A r t i c l e  5, C h a p t e r  13, CRS 1953,  
a s  amended. A b i l l  f o r  i m p l e m e n t a t i o n  o f  t h e  s u g g e s t e d  c h a n g e s  a p p e a r s  
i n  Appendix B. B r i e f l y ,  t h e  Commit tee  recommends t h a t  t h e  G e n e r a l  
Assembly a d o p t  l e g i s l a t i o n  t o :  

1 )  e l i m i n a t e  q u a r t e r i y  and s e m i a n n u a l  payments  o f  s p e c i f i c  
owner sh ip  t a x e s ,  t h e r e b y  d i s c o u r a g i n g  m o b i l e  home owners  f rom a t t e m p t i n g  
t o  a v o i d  payment o f  f e e s  on a n  a n n u a l  b a s i s ;  

2 )  c l a r i f y  t h e  r e s p o n s i b i l i t y  of t h e  c o u n t y  c l e r k  t o  l o c a t e ,  

r e g i s t e r ,  and c o l l e c t  f e e s  on m o b i l e  homes i n  t h e i r  r e s p e c t i v e  c o u n t i e s  

a t  t h e  time of  r e g i s t r a t i o n ;  


3 )  p r o v i d e  t h a t  t h e  d i s t r i b u t i o n  o f  t a x e s  on m o b i l e  homes be  

based  on  t h e  s i t u s  of t h e  v e h i c l e ;  and 


4 )  a l l o w  m o b i l e  home owners  t h e  o p t i o n  of n o t  p a y i n g  s p e c i f i c  

owner sh ip  t a x e s  and r e g i s t r a t i o n  f e e s  by r e l e a s i n g  t i t l e  t o  t h e  v e h i c l e  

t o  t h e  c o u n t y  c l e r k ;  t h e  v e h i c l e  would t h e n  b e  s u b j e c t  t o  ad  va lo rem 

t a x a t i o n .  




Tax Exemwt P r o p e r t y  

A t  i t s  f i r s t  m e e t i n g  on May 13, 1963,  t h e  Commit tee  o n  P r o p e r t y  
Tax d i r e c t e d  t h e  L e g i s l a t i v e  C o u n c i l  s t a f f  t o  compi l e  d a t a  on t a x  e x -
empt p r o p e r t y  i n  C o l o r a d o .  It was t h e  c o n s e n s u s  of t h e  Commit tee  t h a t  
t h e  t o t a l  impac t  of t a x  e x e m p t i o n s  on t h e  p r o p e r t y  t a x  s t r u c t u r e  would 
need t o  be known a s  a n  i n t e g r a l  p a r t  of a r e v i e w  of  t h e  s t a t u s  of  t a x  
exempt p r o p e r t y  i n  C o l o r a d o .  Any recommended change  o r  c l a r i f i c a t i o n  
of law c o n c e r n i n g  c l a s s e s  of t a x  exempt  p r o p e r t y  would need t o  be 
b a s e d ,  a t  l e a s t  p a r t l y ,  on t h e  t o t a l  e f f e c t  of t a x  e x e m p t i o n s  i n  t h e  
s t a t e .  T h e r e f o r e ,  t h e  Commit tee  r e q u e s t e d  t h e  c o m p i l a t i o n  o f  t h e  
amount and v a l u e  o f  p r o p e r t y  owned by f e d e r a l ,  s t a t e ,  c o u n t y ,  m u n i c i p a l ,  
and o t h e r  g o v e r n m e n t a l  s u b d i v i s i o n s ,  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  
d i s t r i c t s  i n  C o l o r a d o .  

< 

C o m p i l a t i o n  o f '  Data  o n  Tax Exempt P r o p e r t y  

The c o m p i l a t i o n  o f  t a x  exempt  p r o p e r t i e s  i n  e a c h  c o u n t y  i n -  
v o l v e s  a l e n g t h y  r e v i e w  o f  t h e  c o u n t y  a s s e s s o r s r  r e c o r d s ,  and ,  w i t h  
t h e ,  a s s i s t a n c e  of Mr. W i l l i a m  Evans ,  p r e s i d e n t  o f  t h e  County  A s s e s s o r ' s  
A s s o c i a t i o n ,  t h e  s t a f f  h a s  e n l i s t e d  t h e  a i d  of  t h e  a s s e s s o r s  t o  compi l e  
i n f o r m a t i o n  on t a x  exempt  p r o p e r t y  i n  e a c h  c o u n t y .  

S p e c i f i c a l l y ,  t h e  a s s e s s o r s  were a s k e d  t o  s u p p l y  t h e  C o u n c i l  
s t a f f  w i t h  1) a d e s c r i p t i o n  of t h e  t a x  exempt  l a n d  f r o m  t h e  b l o c k  
books ;  2 )  t h e  pu rpose  f o r  which  t h e  l a n d  i s  exempt ;  and  3 )  t h e  name 
of t h e  o r g a n i z a t i o n  owning t h e  p r o p e r t y .  The a s s e s s o r s  w e r e  n o t  
a s k e d  t o  compi l e  any  d a t a  c o n c e r n i n g  f e d e r a l ,  s t a t e ,  o r  m u n i c i ~ a l  
p r o p e r t y ,  a s  t h e  C o u n c i l  s t a f f  c o u l d  c o n t a c t  t h e s e  a g e n c i e s  directly. 
F u r t h e r m o r e ,  s i n c e  t h e  a s s e s s o r s ,  i n  most  i n s t a n c e s ,  d o  n o t  have a  
v a l u e  on t a x  exempt  p r o p e r t y ,  t h e  C o u n c i l  s t a f f  must  e i t h e r  c o n t a c t  
t h e  owners  of t h e  p r o p e r t y  t o  o b t a i n  v a l u e s  o r  r e l a t e  t h e  p r o p e r t y  t o  
s i m i l a r  t a x a b l e  p r o p e r t y .  

The l i s t i n g  of  t a x  exempt  p r o p e r t i e s  e n t a i l s  a c o n s i d e r a b l e  
amount of work on t h e  p a r t  o f  t h e  c o u n t y  a s s e s s o r s .  C o n s e q u e n t l y ,  
t h e  a s s e s s o r s  were r e q u e s t e d  t o  r e p l y  by Oc tobe r  1, 1963, on t h e  
amount of t a x  exempt l a n d  i n  t h e i r  r e s p e c t i v e  c o u n t i e s .  A s  o f  November 
l s t ,  40 c o u n t i e s  ,had r e p l i e d  t o  t h e  Commit tee  q u e s t i o n n a i r e .  A 
comple t e  c o m p i l a t i o n  of d a t a  s u ~ m i t t e d  by t h e  c o u n t y  a s s e s s o r s  w i l l  be 
comple ted  by t h e  c l o s e  o f  t h e  1964 s e s s i o n .  

A p r e l i m i n a r y  summary o f  t a x  exempt p r o p e r t y  i n  C o l o r a d o  i s  
c o n t a i n e d  i n  Appendix C. 

x v i  
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House J o i n t  R e s o l u t i o n  Number 2 5 ,  1963 s e s s i o n ,  d i r e c t e d  t h e  
L e g i s l a t i v e  C o u n c i l  t o  c o n d u c t  a s t u d y  of t h e  e x i s t i n g  and  p r o p o s e d  
f r e e p o r t  p r o v i s i o n s  i n  t h e  l a w s  o f  t h e  s e v e r a l  s t a t e s  o f  t h e  u n i o n  
and t o  e v a l u a t e  a l l  d a t a  a v a i l a b l e  r e g a r d i n g  t h e  e f f e c t  o f  s u c h  
f r e e p o r t  p r o v i s i o n s  upon t h e  m a r k e t i n g  o f  g o o d s  and c o m m o d i t i e s  g rown,  
p r o d u c e d ,  and m a n u f a c t u r e d  b y  s o - c a l l e d  "home i n d u s t r y , "  and t h e  
d e s i r a b i l i t y  and  n e c e s s i t y  o f  e x t e n d i n g  t o  s u c h  "home i n d u s t r y  g o o d s "  
t h e  same t a x  a d v a n a t a g e  a s  i s  e x t e n d e d  t o  f r e e p o r t  g o o d s  and c o m m o d i t i e s .  

S t u d y  P r o c e d u r e  

I n  t h e  c o n d u c t  o f  a s t u d y  o f  f r e e p o r t  p r o v i s i o n s  ( a  s t u d y  o f  
p r o p e r t y  t a x  e x e m p t i o n s  o n  i n v e n t o r i e s  of_ g o o d s  s h i p p e d  i n  i n t e r s t a t e  
commerce, a n d  h e l d  i n  t e m p o r a r y  s t o r a g e  i n  a s t a t e  p r i o r  t o  b e i n g  
t r a n s p o r t e d  t o  a n o t h e r  s t a t e ) ,  t h e  c o m m i t t e e  a p p o i n t e d  b y  t h e  L e g i s l a t i v e  
c o u n c i l  t o  c o n d u c t  t h e  s t u d y  h e l d  t h r e e  m e e t i n g s ,  i n c l u d i n g  a h e a r i n g  
w i t h  members of d i s t r i b u t i n g  and m a n u f a c t u r i n g  i n d u s t r i e s  and  o t h e r  
i n t e r e s t e d  p e r s o n s .  D u r i n g  t h e s e  s e s s i o n s ,  t h e  c o m m i t t e e  r e v i e w e d  t h e  
f o l l o w i n g  a r e a s :  

1 )  t h e  need  f o r  a f r e e p o r t  p r o g r a m  and i t s  p o s s i b l e  e f f e c t  i n  
e n c o u r a g i n g  i n d u s t r i a l  d e v e l o p m e n t ;  

2 )  i m p a c t  o f  i n v e n t o r y  t a x a t i o n  i n  r e l a t i o n  t o  i t s  e f f e c t  o n  
b u s i n e s s  and a s  a  s o u r c e  o f  r e v e n u e  t o  s t a t e  and l o c a l  g o v e r n m e n t s ;  

3 )  t h e  c o n s t i t u t i o n a l i t y  o f  a f r e e p o r t  l a w  f o r  C o l o r a d o ,  b o t h  
a s  t o  i t s  a p p l i c a b i l i t y  t o  g o o d s  s h i p p e d  i n t o  C o l o r a d o  i n  i n t e r s t a t e  
commerce and t o  ''home i n d u r ; ! r y  g o o d s "  o r  g o o d s  m a n u f a c t u r e d  i n  C o l o r a d o ;  

4 )  t h e  p o s s i b l e  a d v e r s e  e f f e c t  o n  c e r t a i n  C o l o r a d o  i n d u s t r i e s  
i f  a f r e e p o r t  p r o v i s i o n  were l i m i t e d  t o  g o o d s  t r a n s p o r t e d  i n  i n t e r s t a t e  
commerce; 

5 )  t h e  l a w s  o f  o t h e r  s t a t e s  r e l a t i n g  t o  f r e e p o r t  p r o v i s i o n s ;  

6 )  t h e  r e d u c t i o n s  i n  p r o p e r t y  t a x  r e v e n u e s  r e s u l t i n g  f r o m  t h e  
a d o p t i o n  of a f r e e p o r t  l a w  o r  e q u i t y ;  and 

7 )  p r o b l e m s  o f  a d m i n i s t r a t i o n  o f  a p r o g r a m  o f  f r e e p o r t  e q u i t y .  

I n v e n t o r y  T a x a t i o n  

I n  November o f  1960, a s u b c o m m i t t e e  of  t h e  L e g i s l a t i v e  C o u n c i l  
Commi t tee  o n  A s s e s s m e n t  Methods  c o m p l e t e d  a r e p o r t  o n  p e r s o n a l  p r o p e r t y  
t a x a t i o n  i n  C o l o r a d o .  One o f  t h e  p r i n c i p a l  a r e a s  o f  c o n c e r n  f o r  t h e  
s u b c o m m i t t e e  was  t h e  t a x a t i o n  o f  i n v e n t o r i e s .  T h e  s u b c o m m i t t e e  h e l d  
h e a r i n g s  i n  P u e b l o ,  C o l o r a d o  S p r i n g s ,  and  D e n v e r ,  and r e p r e s e n t a t i v e s  
of b u s i n e s s  and i n d u s t r y  t e s . $ i f i e d  c o n c e r n i n g  t h e  p e r s o n a l  p r o p e r t y  
t a x .  I n t e r e s t  c e n t e r e d  a r o u n d  t h e  p e r s o n a l  p r o p e r t y  t a x  on  i n v e n t o r i e s ,  
which  c o n s t i t u t e s  n e a r l y  h a l f  o f  t h e  p e r s o n a l  p r o p e r t y  t a x  b a s e .  The 
c o n s e n s u s  o f  t h e s e  h e a r i n g s  a p p e a r e d  t o  b e  t h a t  t h e  t a x  on  i n v e n t o r i e s  



i s  i n e q u i t a b l e ,  t h a t  s t e p s  s h o u l d  b e  t a k e n  t o  r e d u c e  t h e  i n e q u i t i e s ,  
and t h a t  e i t h e r  i m m e d i a t e  o r  g r a d u a l  e l i m i n a t i o n  would b e  d e s i r a b l e  
i f  a s u i t a b l e  r e p l a c e m e n t  t a x  c a n  b e  f o u n d .  

R e c o g n i z i n g  t h a t  a t  t h a t  t ime t h e  i m m e d i a t e  p r o b l e m  was  t h e  
r e d u c t i o n  o f  i n e q u i t i e s  i n  t h e  a d m i n i s t r a t i o n  of t h e  i n v e n t o r y  t a x ,  
t h e  s u b c o m m i t t e e  recommended,  f i r s t ,  t h a t  l e g i s l a t i o n  b e  e n a c t e d  
which  would b a s e  t h e  a p p r a i s a l  o f  i n v e n t o r i e s  o n  t h e  a v e r a g e  o f  t w e l v e  
m o n t h l y  f i g u r e s ,  d e r i v e d  e i t h e r  f r o m  p h y s i c a l  o r  computed i n v e n t o r i e s .  
The  c o m p u t a t i o n  o f  i n v e n t o r y  would o f t e n  b e  u n d e r  t h e  " r e t a i l  i n v e n t o r y M  
s y s t e m  a l r e a d y  f a m i l i a r  t o  most  t a x p a y e r s .  S e c o n d l y ,  t h e  s u b c o m m i t t e e  
b e l i e v e d  t h a t  t h e  a s s e s s m e n t  l e v e l  f o r  i n v e n t o r i e s  was  h i g h  i n  
c o m p a r i s o n  w i t h  t h e  a s s e s s m e n t  l e v e l  f o r  o t h e r  t y p e s  o f  p r o p e r t y .  
C o n s e q u e n t l y ,  t h e  s u b c o m m i t t e e  recommended a g r a d u a l  e q u a l i z a t i o n  
p r o g r a m .  

On t h e  b a s i s  o f  t h e  s u b c o m m i t t e e  r e c o m m e n d a t i o n s ,  t h e  1 9 6 0  
G e n e r a l  Assembly e n a c t e d  S e n a t e  B i l l  No. 1 9 6 ,  p r o v i d i n g  t h a t  t h e  
a s s e s s m e n t  o f  i n v e n t o r i e s  b e  b a s e d  o n  o n e  o f  t h r e e  m e t h o d s :  

( a )  A t  t h e  end o f  e a c h  o f  t h e  t w e l v e  m o n t h s  o f  t h e  
c a l e n d a r  y e a r ,  e n d i n g  w i t h  t h e  l a s t  d a y  o f  December 
p r e c e d i n g  t h e  a s s e s s m e n t  d a t e ,  and t h e s e  f i g u r e s  
t o g e t h e r  w i t h  t h e  a v e r a g e  o f  s u c h  a m o u n t s  s h a l l  b e  
s e t  f o r t h .  

( b )  A t  t h e  end o f  e a c h  o f  t h e  c a l e n d a r  q u a r t e r s  o f  
t h e  c a l e n d a r  y e a r  e n d i n g  w i t h  t h e  l a s t  d a y  o f  
December p r e c e d i n g  t h e  a s s e s s m e n t  d a t e ,  and t h e s e  
f i g u r e s  t o g e t h e r  w i t h  t h e  a v e r a g e  o f  s u c h  a m o u n t s  
s h a l l  b e  s e t  f o r t h .  

( c )  A t  h i s  o p e n i n g  and  c l o s i n g  i n v e n t o r i e s ,  t o g e t h e r  
w i t h  a  s t a t e m e n t  o f  h i s  c o s t  o f  g o o d s  s o l d  a s  shown 
on  h i s  C o l o r a d o  s t a t e  i n c o m e  t a x  r e t u r n  f o r  t h e  l a s t  
c a l e n d a r  o r  f i s c a l  y e a r  e n d i n g  p r i o r  t o  t h e  a s s e s s m e n t  
d a t e ,  and  f r o m  s u c h  f i g u r e s  t h e  a s s e s s o r  s h a l l  
d e t e r m i n e  t h e  a v e r a g e  amount  i n v e s t e d  i n  m e r c h a n d i s e  
and m a n u f a c t u r e s  f o r  t h e  p u r p o s e s  o f  a s s e s s m e n t .  

I n  a d d i t i o n ,  t h e  Tax Commiss ion  h a s  r e d u c e d  t h e  a s s e s s m e n t  o n  
i n v e n t o r i e s  f r o m  50 p e r  c e n t  o f  t h e  a v e r a g e  i n v e s t m e n t  i n  i n v e n t o r i e s  
t o  35 p e r  c e n t .  

G e n e r a l  D i s s a t i s f a c t i o n  o f  t h e  B u s i n e s s  Community w i t h  I n v e n t o r y  
T a x e s .  H e a r i n g s  c o n d u c t e d  by t h e  1 9 6 0  S u b c o m m i t t e e  o n  A s s e s s m e n t  
Methods i n d i c a t e d  c o n s i d e r a b l e  d i s s a t i s f a c t i o n  among t h e  m e r c h a n t s  
t h r o u g h o u t  t h e  s t a t e  w i t h  t h e  b a s i s  o f  a s s e s s i n g  m e r c h a n d i s e .  The  
d i s s a t i s f a c t i o n  t o o k  two f o r m s :  1) w i t h  t h e  u s e  o f  f i f t y  p e r  c e n t  
o r  more  o f  t h e  a v e r a g e  i n v e n t o r y  a s  t h e  b a s i s  o f  a s s e s s m e n t ,  w h i l e  
o t h e r  p r o p e r t y  was  a s s e s s e d  a t  a  much l o w e r  p e r c e n t a g e  o f  m a r k e t  
v a l u e ;  and  2 )  t h e  f e e l i n g  t h a t  a v e r a g e  i n v e s t m e n t  a s  a  b a s i s  o f  
a s s e s s m e n t  i s  n o t  a n  e q u i t a b l e  b a s i s  o f  a s s e s s m e n t  a s  b e t w e e n  m e r c h a n t s  
s i n c e  i t  d o e s  n o t  t a k e  i n t o  c o n s i d e r a t i o n  t h e  vo lume o f  b u s i n e s s  d o n e  
d u r i n g  t h e  y e a r ,  t h e  r a t e  o f  g r o 5 s o r  n e t  p r o f i t  of  t h e  b u s i n e s s ,  o r  
t h e  amount  of  o v e r h e a d  e x p e n s e s .  

1. 	 R e s e a r c h  P u b l i c a t i o n  Number 4 4 ,  C o l o r a d o  L e g i s l a t i v e  C o u n c i l ,  

T a x i n a  P e r s o n a l  P r o p e r t y ,  p a g e  8. 




I m ~ a c t  of  I n v e n t o r y  Tax 

C o m ~ a r i s o n  of  1959 and 1962  P e r s o n a l  P r o ~ e r t v  Revenue E s t i m a t e s .  
I n  comparing t h e  r e v e n u e  e s t i m a t e s  of  t h e  p e r s o n a l  p r o p e r t y  t a x  f o r  1959 
and 1962 ,  it may b e  n o t e d  i n  T a b l e  I t h a t  a n  o v e r - a l l  i n c r e a s e  i n  
e s t i m a t e d  p e r s o n a l  p r o p e r t y  r e v e n u e s  h a s  o c c u r r e d .  T o t a l  p e r s o n a l  
p r o p e r t y  r e v e n u e s  e s t i m a t e d  f o r  1959  were a p p r o x i m a t e l y  $36 m i l l i o n  and 
f o r  1962 o v e r  $38 m i l l i o n .  T h i s  i n c r e a s e  of  o v e r  two m i l l i o n  d o l l a r s  
may be  a t t r i b u t e d  t o  a n  i n c r e a s e  i n  t h e  a s s e s s e d  v a l u a t i o n  of p e r s o n a l  
p r o p e r t y  f rom $605,879 ,913  i n  1959  t o  $623 ,730 ,889  i n  1962 ,  a s  well a s  
t o  i n c r e a s e d  m i l l  l e v i e s .  

A l s o ,  t h e  i n c r e a s e  h a s  o c c u r r e d  d e s p i t e  a d e c r e a s e  i n  e s t i m a t e d  
r e v e n u e s  from m e r c h a n d i s e  i n v e n t o r i e s .  Revenues f rom merchand i se  
i n v e n t o r i e s  have  d e c r e a s e d  a s  a  r e s u l t  of t h e  r e d u c t i o n  i n  a s s e s s e d  
v a l u a t i o n s  of  m e r c h a n d i s e .  F o r  i n s t a n c e ,  i n  1959  m e r c h a n d i s e  
i n v e n t o r i e s  were  a s s e s s e d ,  f o r  t h e  mos t .  p a r t ,  a t  50 p e r  c e n t  of c o s t ,  
w h i l e  i n  1962  i n v e n t o r i e s  were  a s s e s s e d  a t  4 0  p e r  c e n t .  Thus ,  e s t i m a t e d  
r e v e n u e s  f rom t h e  t a x  on m e r c h a n d i s e  i n v e n t o r i e s  have  d e c l i n e d  from 
$16 ,134 ,156  i n  1959  t o  $15 ,697 ,680  i n  1962.  

Method Used t o  E s t i m a t e  Revenue Shown i n  T a b l e  I .  An a v e r a g e  
"u rban"  m i l l  l e v y  was computed f o r  each  c o u n t y  by a d d i n g  t h e  f o l l o w i n g  
m i l l  l e v i e s  l i s t e d  i n  t h e  1962 Tax Commission r e p o r t :  

s t a t e  l e v y  ( 1 . 4 0  m i l l s ) ,  

c o u n t y  m i l l  l e v y ,  

a v e r a g e  m u n i c i p a l  l e v y ,  

a v e r a g e  s c h o o l  l e v y ,  and 

a v e r a g e  s p e c i a l  l e v y .  


The a v e r a q e  u r b a n  l e v y  t h e n  was a p p l i e d  t o  t h e  a s s e s s e d  v a l u a t i o n  of  
s t o c k s  of  m e r c h a n d i s e ,  f u r n i s h i n g s  and equipment ,  and i n d u s t r i a l  
machinery  and s u p p l i e s  of  e a c h  c o u n t y .  

Next ,  an  a v e r a g e  " r u r a l n  m i l l  l e v y  was a p p l i e d  t o  t h e  r e m a i n i n g  
a s s e s s e d  p e r s o n a l  p r o p e r t y  o f  e a c h  c o u n t y  -- f a r m  mach ine ry ,  s t o c k ,  
min ing  equipment ,  e t c .  The a v e r a g e  r u r a l  m i l l  l e v y  was d e t e r m i n e d  
by s u b t r a c t i n g  t h e  a v e r a g e  m u n i c i p a l  l e v y  from t h e  a v e r a g e  u r b a n  
l e v y  f o r  each  c o u n t y .  

F r e e w o r t  and I n t e r s t a t e  Commerce 

I n  g e n e r a l ,  t h e  t e rm f r e e p o r t  a p p l i e s  t o  goods  o r  i n v e n t o r i e s  
of goods  s h i p p e d  i n  i n t e r s t a t e  commerce, and h e l d  i n  t empora ry  s t o r a g e  
i n  a  s t a t e ,  p r i o r  t o  b e i n g  t r a n s p o r t e d  t o  o t h e r  s t a t e s .  Goods a c t u a l l y  
i n  t r a n s i t  i n  i n t e r s t a t e  commerce a r e ,  of c o u r s e ,  exc luded  f rom 
l o c a l  p r o p e r t y  t a x e s .  However, t h e  Un i t ed  S t a t e s  Supreme C o u r t  h a s  
r u l e d  t h a t  when goods  moving i n  i n t e r s t a t e  commerce a r e  h e l d  o v e r  t o  
accommodate b u s i n e s s  c o n v e n i e n c e  o r  f o r  t h  p r o f i t  o f  t h e  t a x , p a y e r ,  
t h e  p r o p e r t y  i s  s u b j e c t  t o  l o c a l  t a x a t i o n . 5  G e n e r a l l y ,  a s  f a r  a s  
C o l o r a d o  i s  c o n c e r n e d ,  goods  t h a t  have  come t o  res t  a t  t h e  c o n v e n i e n c e  
of t h e  s h i p p e r  a r e  s u b j e c t  t o  ad  va lo rem t a x e s .  

2 .  Bacon v .  I l l i n o i s  (19131 ,  227 U - S -  504 .  



Table I 


REVENUE ESTIaWTES -- 1962 COLOWO PERSONAL PROPERTY T.Ua 


County 

,+dams 
~ l a m a s a  
Arapahoe 
Archuleta 
Ba ca 

Bent 
Boulder 
Chaff ee 
Cheyenne 
Clear Creek 

Conejos 
Cos t i l l a  
Crow1 ey 
Custer 
Delta 

Denver 
Dolores 
Douglas 

, Eagle 
Elbert  e 


-	 I E l  Pdso 
Frsnont 
Garf i s l d  
Gilpin 
Cra nd 

Gunnison 
Hinsdale 
Huerfano 
Jackson 
Jef ferson 

Kiowa 
<it  Carson 
Ldke 
La Plata 
Larimer 

Las ~n i rnas  
i i nco ln  
Logan 
'ilesa 
.iiinera 1 

.!of f a t  
Sdntezuma 
.lontrose 
:,organ 
JterO 

( 1 )
Average 

Urban 
!4il laseb 

76.67 
70.65 
79.30 
70.54 
60.26 

65.36 
71.64 
66.62 
67.16 
92.54 

58.89 
78.72 
68.07 
57.80 
75.23 

55.90 
78.27 
76.19 
62.10 
75.44 

71.16 
74.63 
67.86 
99.94 
64.95 

67.69 
57.76 
69.83 
57.29 
79.84 

65.17 
63.09 
35.14 
66.19 
66.47 

105.60 
7C. 05 
68.37 
76.40 
62.83 

61.24 
70.63 
75.90 
51.40 
76.21 

( 2 )  ( 3 )  ( 4  ! 5 )  ( 6 )  ( 7  (11) ( 1 2 ) 

Stocks of :herchandise Furnr sh inos  8 Eaul~mentC I n d u s t r i a l  !bch. S ~ u a o l i e s d  Average Other Personal  To ta lAssessedP e r s o n a l 
~ r o ~ e r t ~ f  P rooe r ty

~ s s e s s e d  Estimated Assessed Estimated Assessed Estimated Rural Assessed Estimated Estimated 
Valuation Revenue Value Revenue Value Revenue Millasee Valuation Revenue Value Revenue 



--- --- 

Table I 
(continued) 

. . . . 
,4virige Stacks of :Xerchandise ~ u r n i s h i n ~ s8 E Q U ~ D ~ ~ ~ < C~ n d u s t r i a l  !4ach. ,Average Other Personal ~ r o ~ e ; t ~ ~  8 ~ u o p l i e ~ ~  ~ o t a l ' p e r s o n a l  P r o ~ e r t y  

Urban Assessed Zstimated Assessed Estimated Assessed Estimated Rural Assessed Estimated ~ s s e s s e d  Estima ted 
County ::,illaqeb Valuation Revenue Value Revenue Value Revenue Millaqee Valuation Revenue Value Revenue 

71.22 8 47.660 8 3.394 

park- 70.65 83.510 5.900 

Phi l l ips  48.77 440,500 21.483 

Pi tkin 69.46 274.790 18.812 

Prowers 66.76 919.220 61.367 


Pueblo 

Rio Blanco 

Rio Grande 

Routt 

Saguache 


5an Juan 91.46 28.655 2.621 52.675 4.818 25.040 2,290 57.46 178.415 10.252 294.785 19.981 
San .';,iguel 68.41 115.920 7.930 41.110 2,812 --- --- 43.30 1.430.610 61.945 1,537,640 72.687 
S ~ d o w iC K  68.80 903.190 62.139 134.550 9.257 6.370 438 51.87 1.584.340 82.180 2.628.450 154.C14. 
Summit i i . i 8  25;215 1;795 68; 070 4; 845 --- --- 48.27 1;382;915 66; 753 1;476;20~  73,303 
Tel ler  113.11 89.880 10.166 89.080 10,076 90.92 656.630 53.134 835.590 73,376 

Hashington 55.79 259.345 14.469 67.135 3.745 --- --- 34.92 5.971.426 209.522 6,297,906 226,736 
le ld  70.74 8,129,340 575.070 1.070.240 75.709 3,682,160 260.476 52.88 17.151.120 906.951 30.032.960 1,813,225 
Yuma 57.18 732.380 41.877 275.970 15.780 5.500 314 50.34 4.038.100 203.278 5.051.950 261.247 
TSTALS $243,159,984 815,697,690 885.228.912 85,531,055 8131.991.333 $8,953,239 $163,350,660 $8,331,360 $623,730,889 838.513.334 
Par cant of 

I Total Revenues 40.3% 14.4% 23.2% 21.6% 1 0 C .  2% 
0 


' a .  Source: F i f t y - f i r s t  ~ n n u a l  Report of the Colorado T a x  Commission. 
b. Includas s t a t e  levy (1.40 mi l l s ) .  county m i l l  levy. average municipal levy. average school levy. and average special levy. 
c. Includes household furnishings (productive of revenue). s to re .  hotel .  and o f f i c e  fu rn i tu re  and equipment. 
d .  Includes manufacturing and i n d u s t r i a l  suppl ies .  machinery and equipment; does not include construction machinery and metal l i ferous mining machinery and equipment. 
e .  Does not include the average municipal levy. 
f .  Includes a l l  a g r i c u l t u r a l  implements. equipment. stock. e t c . ,  and other  miscellaneous personal p r o ~ e r t y .  
g .  Includes average municipal levy. 



The f o l l o w i n g  Commerce C l e a r i n g  House summary of f e d e r a l  and 
Colorado law and r e g u l a t i o n s  may b e  h e l p f u l  i n  c l a r i f y i n g  p r e s e n t  
p o l i c i e s  i n  t h e  f r e e p o r t  a r e a . 3  

I n t e r  s t a t e  Commerce. -- ( ~ d i t o r i a lComment: ) The 
C o n s t i t u t i o n  of t h e  U n i t e d  S t a t e s  g i v e s  t o  C o n g r e s s  
t h e  power t o  r e g u l a t e  i n t e r s t a t e  commerce. T h i s  
power r e s t s  e x c l u s i v e l y  i n  C o n g r e s s  and no s t a t e  
may l e v y  an  ad va lorem t a x  which imposes a 
burden  on such  commerce. However, t h e  exempt ion  
c e a s e s  when t h e  p r o p e r t y  comes t o  r e s t  s o  a s  t o  
a c q u i r e  a  s i t u s  i n  t h e  s t a t e .  G e n e r a l l y ,  p r o p e r t y  
becomes t a x a b l e  when t h e  " c o n t i n u i t y  of t r a n s i t "  
h a s  been broken a t  t h e  w i l l  o r  conven ience  
of t h e  s h i p p e r .  But t h e  p r o p e r t y  r e t a i n s  i t s  
exempt s t a t u s  i f  d u r i n g  t h e  c o u r s e  of t h e  i n t e r s t a t e  
jou rney  i t  comes t o  r e s t  because  of c i r c u m s t a n c e s  
which a r e  beyond t h e  c o n t r o l  of t h e  s h i p p e r .  

P r o p e r t y  which " c o n t i n u o u s l y "  moves i n  i n t e r s t a t e  
commerce, such  a s  r a i l r o a d  c a r s ,  e t c . ,  may be 
s u b j e c t  t o  an  ad va lorem t a x  a p p o r t i o n e d  on t h e  
b a s i s  of t ime s p e n t  o r  m i l e s  t r a v e l e d  i n  t h e  
v a r i o u s  s t a t e s .  

The U.S. Supreme C o u r t ,  i n  C e n t r a l  R a i l r o a d  Co. of 
Pennsy lvan ia  v. Commonwealth of P e n n s v l v a n i  ' 6 2  
370 U.S. 607.  8 2  S. C t .  1297.  4  s t c  5 200-0?7! - h e l d  
t h a t  p e n n s y l v a n i a f s  c a p i t a l  s t o c k  t a x  may be 
imposed on t h e  fuJl .  v a l u e  of a d o m e s t i c  r a i l r o a d  -c o r p o r a t i o n ' s  f r e i g h t  c a r s  o n l y  t o  t h e  e x t e n t  
t h a t  t h e y  have n o t  a c q u i r e d  a  t a x  s i t u s  i n  a n o t h e r  
s t a t e .  C o n s e q u e n t l y ,  f r e i g h t  c a r s  t h a t  a r e  r u n  on 
f i x e d  r o u t e s  and r e g u l a r  s c h e d u l e s  ove r  t h e  l i n e s  
of a n o t h e r  r a i l r o a d  i n  New J e r s e y  must be t a x e d  
by Pennsy lvan ia  on an  a p p o r t i o n e d  b a s i s ,  r a t h e r  
t h a n  a t  f u l l  v a l u e ,  s i n c e  t h e i r  h a b i t u a l  p r e s e n c e  
i n  New J e r s e y  c o n s t i t u t i o n a l l y  empowers t h a t  
s t a t e  t o  impose an a p p o r t i o n e d  ad va lorem t a x .  
The t a x p a y e r  h a s  t h e  burden  of proof  i n  e s t a b l i s h i n g  
t h e  r i g h t  t o  be t a x e d  on an  a p p o r t i o n e d  b a s i s .  T h i s  
r i g h t  i s  n o t  e s t a b l i s h e d  by p r o v i n g  o n l y  t h a t  a 
d e t e r m i n a b l e  number of c a r s  a r e  employed o u t s i d e  t h e  
s t a t e  d u r i n g  t h e  t a x a b l e  y e a r ;  i t  a l s o  must be 
shown e i t h e r  t h a t  c a r s  a r e  r u n  on r e g u l a r  r o u t e s  
t h r o u g h  p a r t i c u l a r  n o n d o m i c i l i a r y  s t a t e s  o r  t h a t  
t h e y  a r e  h a b i t u a l l y  p r e s e n t ,  a l t h o u g h  used on 
i r r e g u l a r  m i s s i o n s ,  i n  p a r t i c u l a r  n o n d o m i c i l i a r y  
s t a t e s .  

I n  an  e a r l i e r  d e c i s i o n  i n v o l v i n g  t h e  t a x  s i t u s  
of i n t e r s t a t e  a i r c r a f t .  t h e  U . S .  S u ~ r e m e  C o u r t  
r u l e d  i n  Nor thwest  ~ i r i i n e s ,  I n c .  v: Minnesota  
( ' 4 4 ) ,  1 s t c  § 475 ,  322 U. S. 292,  64  S .  Ct. 950,  

3. C.C.H., Co lo rado  Tax R e p o r t s ,  p a r .  20-012 and 20-013.  



t h a t  t h e  e n t i r e  f l e e t  o f  a n  i n t e r s t a t e  commerc ia l  
a i r l i n e  may be t a x e d  by M i n n e s o t a ,  t h e  s t a t e  of  
c o r p o r a t e  and commerc i a l  d o m i c i l e ,  where a l l  
p l a n e s  a r e  w i t h i n  t h e  s t a t e  a t  sometime w i t h i n  
t h e  y e a r  and  none h a s  a c q u i r e d  a  pe rmanen t  
s i tus  o u t s i d e  o f  t h e  s t a t e .  

R u l e s  f o r  D e t e r m i n i n g  When P r o p e r t y  Is  &I 
~ n t e r s t a t e ~ o m m e r c e  --f o r  Ad Valorem ~ a x P u r p o s e s .  
The A s s e s s o r ' s  o f f i c e i n  m  e n t h e  ~f o l l o w i n q-
r u l e s  when d e c i d i n g  a c l a i m  f o ?  e x e m p t i o n  f rom 
a s s e s s m e n t ,  by r e a s o n  of  t a x p a y e r s '  c o n t e n t i o n s  t h a t  
p r o p e r t y  u n d e r  c e r t a i n  c o n d i t i o n s  i s  i n  i n t e r s t a t e  
commerce, and t h u s ,  i s  n o t  p a r t  of t h e  g e n e r a l  
mass  of p r o p e r t y  i n  t h e  s t a t e ,  s u b j e c t  a s  s u c h ,  t o  
C o l o r a d o  p r o p e r t y  t a x .  

A.  	 When t h e  Shipment  O r i q i n a t e s  i n  C o l o r a d o .  

The c l a i m  f o r  e x e m p t i o n  w i l l  n o t  be a l l o w e d  i f  

1. 	 There  i s  a mere i n t e n t i o n  on t h e  art of  
t h e  t a x p a y e r  t o  s h i p  goods  o u t  o f '  s t a t e .  
H e i s t e r  1, Thomas C o l l i e r  Q.,  260 U.S. 
245 ,  6 7  L. e d .  2  3  7  d  o r  

2 .  	 The t a x p a y e r s '  a c t i v i t i e s  i n  c o n n e c t i o n  
w i t h  s h i p m e n t  of goods  a r e  o n l y  i n c i d e n t a l  
and  p r e l i m i n a r y  movements such  a s  t h e  
p r e p a r a t i o n  o f  b i l l s  o f  l a d i n g  and r e g i s t r a t i o n  
f o r  s h i p p i n g  s p a c e .  Empresa S i d e r u r q i c a ,  
G.v.  Merced C o u n t y ,  337  U.S. 1 5 4 ,  93 L ,  e d .  
1276  719-

The t a x p a y e r  i n  e a c h  c a s e  w i l l  have  t h e  b u r d e n  
of  p r o v i n g  t h a t  t h e  p a r t i c u l a r  goods  have a c t u a l l y  
e n t e r e d  t h e  s t ~ o a mof  i n t e r s t a t e  commerce by 
p h y s i c a l  movement, o r  by u n c o n d i t i o n a l  d e l i v e r y  
t o  a common c a r r i e r .  F o r m a l i t i e s  s u c h  a s  f o r m s  
o f  b i l l i n g  o r  warehouse  r e c e i p t s  i n  and of 
t h e m s e l v e s  a r e  n o t  d e t e r m i n i n g  f a c t o r s .  There  
must  be c e r t a i n t y  t h a t  t h e  p a r t i c u l a r  qoods  have 
s t a r t e d  t h e i r  i n t e r s t a t e  moiement.  J O ~O i l  Co. 1. 
S t a t e  Tax Comm,, 337  U.S. 286 ,  93 L. e d .  1 3 6 6  
(1949); C a r d l e y  F i s h e r i e s  5.v. C i t  of S e a t t l e ,  
50 Vlash. 5 6 6 ,  314 P ,  2d 393 (1&7? 

B,  	 When The re  Has Been an  I n t e r r u p t i o n  of  t h e  

I n t e r s t a t e  J o u r n e y .  


1. 	 I f  t h e  b r e a k  i n  t h e  i n t e r s t a t e  j o u r n e y  
was c a u s e d  by t h e  e x i g e n c i e s  o r  c o n v e n i e n c e  
of t h e  c h o s e n  means of t r a n s p o r t a t i o n ,  
c o n s i d e r a t i o n s  of t h e  s a f e t y  of t h e  goods  
d u r i n g  t r a n s i t ,  o r  n a t u r a l  c a u s e s  o v e r  
which t h e  t a x p a y e r  h a s  no c o n t r o l ,  i t  



i s  s t i l l  i n  i n t e r s t a t e  commerce and  t h e  
exempt ion  w i l l  be a l l o w e d .  Champlain 
R e a l t y  &. v. B r a t t l e b o r o ,  260  U.S. 366, 
6 7  L. e d .  309 ( 1 9 2 2 ) .  

2. 	 I f  t h e  i n t e r r u p t i o n  o c c u r r e d  t o  accommodate 
t h e  b u s i n e s s  conven ience  o r  p r o f i t  of t h e  
t a x p a y e r ,  t h e  i n t e r s t a t e  c h a r a c t e r  of t h e  
sh ipment  c e a s e s  and t h e  exempt ion  w i l l  n o t  
be a l l o w e d .  Bacon v.  I l l i n o i s ,  227 U.S .  
504,  5 7  L. e d . 71913).615 


I n  a p p l y i n g  t h e  above t e s t s ,  t h e  f o l l o w i n g  
f a c t o r s  s h o u l d  be c o n s i d e r e d :  ( a )  i n t e n t i o n  of  t h e  
t a x p a y e r ;  ( b )  t h e  c o n t r o l  he r e t a i n s  t o  change -
t h e  d e s t i n a t i o n :  ( c )  t h e  o c c a s i o n  o r  pu rpose  
of t h e  i n t e r r u p t i o n .  F o r m a l i t i e s ,  such  a s  fo rms  
of b i l l i n g  o r  warehouse r e c e i p t s ,  a r e  n o t  
t h e  d e t e r m i n i n g  f a c t o r s .  The burden  of proof  
w i l l  be on t h e  t a x p a y e r  t o  e s t a b l i s h  i n  e a c h  
c a s e  t h a t  t h e  p a r t i c u l a r  o c c a s i o n  o r  pu rpose  of  
t h e  i n t e r r u p t i o n  f o r  which t h e  exempt ion  i s  s o u g h t  
was n o t  s u f f i c i e n t  i n t e r r u p t i o n  of t h e  i n t e r s t a t e  
movement t o  d e s t r o y  t h e  immunity of t h e  p r o p e r t y  
f rom l o c a l  t a x a t i o n .  

C. 	 When t h e  I n t e r s t a t e  Shipment  Ends.  

1. 	 The i n t e r s t a t e  sh ipment  e n d s  when t h e  
goods a r e  i n  p o s s e s s i o n  of  t h e  owner,  o r .  
c o n s i a n e e .- " - a t  t h e  d e s t i n a t i o n  ~ o i n t .  

~ -

Minn.- v. b l a s i u s ,  290  U.S. 1, 78 L . e d .  
131 ( l g 3 3 7  

2. 	 Goods b r o u g h t  i n t o  a  s t a t e  a r e  t a x a b l e  a s  
soon a s  t h e  sh ipmen t  e n d s .  e v e n  t h o u s h  
s t i l l  i n  t h e  o r i g i n a l  package.  woodruff  
v.  Parham 8 Wal l .  1 2 3 ,  1 4 0 ,  19 1. ed .  
771(1868 j . 

Shipment  may e n d  p r i o r  t o  a c t u a l  p h y s i c a l  
p o s s e s s i o n  by t h e  owner o r  c o n s i g n e e  when t h e  
common c a r r i e r  h a s  s p o t t e d  a  c a r  f o r  u n l o a d i n g  
o r  o t h e r w i s e  made t h e  sh ipment  a v a i l a b l e  t o  t h e  
owner o r  c o n s i g n e e .  The t a x  consequences  a r e  t h e  
same whe the r  p o s s e s s i o n  by t h e  owner o r  c o n s i g n e e  
i s  a c t u a l  o r  c o n s t r u c t i v e .  The bu rden  of proof  
i s  on t h e  t a x p a y e r  i n  e a c h  c a s e  i n  which 
he c l a i m s  a n  exempt ion  of  p a r t i c u l a r  goods,  t o  
p r e s e n t  s a t i s f a c t o r y  e v i d e n c e  t h a t  t h e  i n t e r s t a t e  
sh ipment  h a s  n o t  ended .  



F r e e p o r t  Proarams - - S t r i c t  and L i b e r a l  

G e n e r a l l y ,  f r e e p o r t  programs may be  c l a s s i f i e d  a s  s t r i c t  o r  
l i b e r a l ,  depending  on whe the r  "home-produced goods"  a r e  p rov ided  t h e  
same t r e a t m e n t  a s  i n v e n t o r i e s  of goods  i n v o l v e d  i n  i n t e r s t a t e  commerce 
and sh ipped  i n t o  t h e  s t a t e  f rom o u t - o f - s t a t e .  

S t r i c t  F r e e p o r t .  A s t r i c t  f r e e p o r t  law would a p p l y  t o  a 
p r o p e r t y  t a x  c r e d i t  o r  exemption f o r  goods  o r i g i n a t i n g  o r  manufac tured  
o u t - s t a t e  and t r a n s p o r t e d  i n t o  t h e  s t a t e  f o r  s t o r a g e  i n  a  p u b l i c  
warehouse ( a  bonded warehouse  n o t  owned o r  o p e r a t e d  by t h e  m a n u f a c t u r e r  
o r  owner of  t h e  goods  i n  q u e s t i o n )  p r i o r  t o  f i n a l  d i s t r i b u t i o n  o u t - o f -  
s t a t e .  I n  a  s e n s e ,  a  s t r i c t  f r e e p o r t  law s imply  e x t e n d s  t h e  f e d e r a l  
c o n c e p t  of goods  i n - t r a n s i t  i n  i n t e r s t a t e  commerce t o  i n c l u d e  goods  
he ld  i n  s t o r a g e  a t  t h e  c o n v e n i e n c e  of t h e  s h i p p e r .  A s t r i c t  f r e e p o r t  
law cou ld  a l s o  b e  a p p l i e d  t o  i n v e n t o r i e s  i n  p r i v a t e  warehouses  and 
i n v e n t o r i e s  of goods  which a r e  r e l a b e l e d  o r  repackaged  p r i o r  t o  
sh ipment  o u t - o f - s t a t e .  

L i b e r a l  F r e e p o r t  Law. A l i b e r a l  f r e e p o r t  law e x t e n d s  t h e  
s t a t e ' s  t a x  p o l i c y  on s t r i c t  f r e e p o r t  t o  "home produced  g o o d s , "  i . e . ,  
m a n u f a c t u r e r s 1  i n v e n t o r i e s  of f i n i s h e d  goods  d e s t i n e d  f o r  d e l i v e r y  
o u t - s t a t e  would r e c e i v e  t h e  same t a x  b e n e f i t  a s  f o r  goods  h e l d  i n  
t empora ry  s t o r a g e  en r o u t e  t h r o u g h  t h e  s t a t e .  

F r e e p o r t  i n  O t h e r  S t a t e s  

G e n e r a l l y , ,  a  r e v i e w  of t h e  f r e e p o r t  p o l i c i e s  of  o t h e r  s t a t e s  
r e v e a l s  t h a t  t h e  s t a t e s  may b e  c l a s s e d  i n t o  s i x  b a s i c  c a t e g o r i e s :  

1) s t a t e s  t h a t  do n o t  have  a n  i n v e n t o r y  t a x  ( f o u r  s t a t e s  --
Delaware ,  Hawai i ,  New York, and ~ e n n s ~ l v a n i a ) ;  

2 )  s t a t e s  t h a t  do n o t  h a v e  a  f r e e p o r t  p r o v i s i o n  (18 s t a t e s  --
Alabama, A l a s k a ,  Arkansas ,  C a l i f o r n i ~ ,  COLORADO, F l o r i d a ,  G e o r g i a ,  
Kentucky,  Maryland,  Montana, New Hampshire ,  Nor th  C a r o l i n a ,  Rhode 
I s l a n d ,  S o u t h  Dakota ,  T e x a s ,  Vermont,  V i r g i n i a ,  and West V i r g i n i a ) ;  

3 )  s t a t e s  i n  which a l l  goods h e l d  i n  p u b l i c  s t o r a g e  
(warehouses  i n  which t h e  c o n s i g n o r  o r  c o n s i g n e e  of t h e  p r o p e r t y  do 
n o t  have any i n t e r e s t )  f o r  d e l i v e r y  o u t - s t a t e  a r e  exempt f rom 
p e r s o n a l  p r o p e r t y  t a x e s  ( f i v e  s t a t e s  -- I l l i n o i s ,  Iowa, Michigan ,  
Nebrask i ;  rand isc cons in) ; 

4 )  s t a t e s  i n  which goods h e l d  f o r  s t o r a g e  i n  t r a n s i t ,  sh ipped  
i n t o  t h e  s t a t e ,  which may be p r o c e s s e d ,  a s sembled ,  packaged ,  e t c . ,  
f o r  d e l i v e r y  o u t - s t a t e ,  a r e  exempt f rom p e r s o n a l  p r o p e r t y  t a x e s  ( s i x  
s t a t e s  -- A r i z o n a ,  Nevada, Oregon,  S o u t h  C a r o l i n a ,  U tah ,  and ~ ~ o r n i n g ) ;  

5)  s t a t e s  i n  which goods h e l d  i n  s t o r a g e , - i n  o r i  i n a l  packages,  
o r ,  a t  l e a s t ,  w i t h o u t  s i g n i f i c a n t  p r o c e s s i n g ,  sh ipped  i n  ?o t h e  
s t a t e  f o r  t r a n s - s h i p m e n t  t o  o u t - s t a t e  d e s t i n a t i o n s ,  a r e  exempt from 
ad  va lorem t a x e s  ( 1 5  s t a t e s  -- C o n n e c t i c u t ,  Idaho ,  I n d i a n a ,  Kansas ,  
L o u i s i a n a ,  M a s s a c h u s e t t s ,  Minneso ta ,  M i s s i s s i p p i ,  M i s s o u r i ,  New Mexico, 
Nor th  Dakota ,  Ohio ,  Oklahoma, Tennessee , .  and w a s h i n g t o n ) ;  and 



6 )  m i s c e l l a n e o u s  s t a t e s  ( two  s t a t e s  -- Maine exempts  f rom 
t h e  p e r s o n a l  p r o p e r t y  t a x  a l l  g o o d s  n o t  i n  t r a d e  o r  m a n u f a c t u r e ,  and 
New J e r s e y  exempts  f rom p e r s o n a l  p r o p e r t y  t a x e s  i n v e n t o r i e s  o f  raw 
m a t e r i a l s ,  s u p p l i e s ,  s m a l l  t o o l s ,  and g a s  s t o r e d  i n  p u b l i c  w a r e h o u s e s ) .  

Of t h e  s t a t e s  t h a t  p r o v i d e  a  f r e e p o r t  l aw ,  t h e r e  a p p e a r  t o  b e  
t h r e e  c r i t i c a l  a r e a s  o f  d i f f e r e n c e :  1) w h e t h e r  f r e e p o r t  i n c l u d e s  
nhome" produced p r o d u c t s ;  2 )  w h e t h e r  f r e e p o r t  a p p l i e s  t o  goods  i n  
p u b l i c  wa rehouses  o n l y ,  i . e . ,  t o  w a r e h o u s e s  i n  which  t h e  c o n s i g n o r  o r  
c o n s i g n e e  of t h e  p r o p e r t y  h a s  l i t t l e  o r  no c o n t r o l ;  and 3 )  w h e t h e r  
t h e  goods  may r e c e i v e  a d d i t i o n a l  p r o c e s s i n g  w h i l e  i n  s t o r a g e  and 
s t i l l  be  e n t i t l e d  t o  f r e e p o r t  e x e m p t i o n s .  

A c o m p l e t e  summary of t h e  f r e e p o r t  l a w s  i n  t h e  50 s t a t e s  i s  
c o n t a i n e d  i n  Appendix D.  However, s i n c e  t h e  b u s i n e s s  community i s  
e x t r e m e l y  i n t e r e s t e d  i n  t h e  c o m p e t i t i v e  a d v a n t a g e s  a s s o c i a t e d  w i t h  
f r e e p o r t ,  a n  e x a m i n a t i o n  of t h e  f r e e p o r t  l a w s  of s t a t e s  a d j o i n i n g  
C o l o r a d o  f o l l o w s :  

A r i z o n a  - - P r o p e r t y  moving t h r o u g h  t h e  s t a t e  and c o n s i g n e d  t o  
a  warehouse  f o r  s t o r a g e  o r  a s s e m b l y  i n  t r a n s i t ,  f o r  a n  o u t - s t a t e  
d e s t i n a t i o n ,  d o e s  n o t  a c q u i r e  s i t u s  f o r  p r o p e r t y  t a x  p u r p o s e s .  
Warehouses  c l a i m i n g  f r e e p o r t  e x e m p t i o n s  f o r  p r o p e r t y ,  i n  t r a n s i t  
must keep  p r o p e r  r e c o r d s  of p o i n t  o f  o r i g i n ,  d e s t i n a t i o n ,  d a t e  
of r e c e i p t ,  and d a t e  of w i t h d r a w a l  A l s o ,  c l a i m  f o r  e x e m p t i o n  must 
be f i l e d  by owner of t h e  p r o p e r t y . d  

Kansas  -- P e r s o n a l  p r o p e r t y  moving t h r o u g h  t h e  s t a t e  o r  
c o n s i g n e d  t o  a  warehouse  i n  t h e  s t a t e  f o r  d e l i v e r y  t o  a  p o i n t  o u t s i d e  
t h e  s t a t e 5  d o e s  n o t  a c q u i r e  s i t u s  f o r  t h e  p u r p o s e s  of p r o p e r t y  
t a x a t i o n .  

Nebraska  -- Merchand i se  i n  i n t e r s t a t e  commerce, s t o r e d  i n  
t r a n s i t ,  i n  bonded and l i c e n s e d  warehouse  s t  o r i g i n a t i n g  w i t h i n  and 
w i t h o u t  , the  s t a t e  of N e b r a s k a ,  f o r  o u t - s t a t e  d e s t i n a t i o n s ,  i s  exempt  
f rom p r o p e r t y  t a x a t i o n .  The owner of goods  mus t  n o t i f y  t h e  warehouse  
l i c e n s e e  of h i s  i n t e n t i o n  t o  s h i p  goods,.,and of t h e i r  o u t - s t a t e  
d e s t i n a t i o n .  I f  t h e  d e s t i n a t i o n  i s  changed  t o  w i t h i n  t h e  s t a t e  of 
Nebraska ,  t h e  l i c e n s e e  must  n o t i f y  t h e  c o u n t y  a s s e s s o r  of t h e  change 
i n  d e s t i n a t i o n ;  hence t h e  change  i n  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 . 6  

New Mexico -- P e r s o n a l  p r o p e r t y  which  i s  moving i n ,  t h r o u g h ,  
o r  o v e r  t h e  t e r r i t o r y  of New Mexico f rom o u t s i d e  t h e  s t a t e ,  f o r  s t o r a g e  
i n  t r a n s i t  t o  a  f i n a l  d e s t i n a t i o n .  ('whether s p e c i f i e d  when t r a n s p o r t a t i o n  
b e g i n s  o r  a f t e r w a r d s )  o u t s i d e  t h e  s t a t e ,  s h a l l  b e  deemed n o t  t o  have  
a c q u i r e d  a s i t u s  i n  New Mexico f o r  p u r p o s e  of ad v a l o r e m  t a x a t i o n . 7  

4 .  Commerce C l e a r i n q  House S t a t e  T a x  G u i d e ,  A r i z o n a ,  P a r .  20-219 .  
5. I b i d . ,  Kansas ,  P a r .  20-227 .  
6. I b i d , ,  Nebra ska ,  P a r .  20-774.  
7 .  72-2-1 .1 ,  1963  P o c k e t  Supp .  t o  New Mexico S t a t u t e s ,  1953.  



Oklahoma -- P e r s o n a l  p r o p e r t y  moving i n  i n t e r s t a t e  commerce 

t h r o u g h  t h e  s t a t e  of Oklahoma,  c o n s i g n e d  t o  a w a r e h o u s e  f o r  s t o r a g e  

i n  t r a n s i t ,  w i t h  f i n a l  d e s t i n a t i o n  o u t s i d e  t h e  s t a t e  ( w h e t h e r  

s p e c i f i e d  when t r a n s p o r t a t i o n  b e g i n s  o r  a f t e r w a r d s ) ,  i s  deemed n o t  t o  

have g a i n e d  s i t u s  f o r  a d  v a l o r e m  t a x  p u r p o s e s . 8  


-U t a h  -- The f r e e p o r t  l a w  p r o v i d e s  t h a t  g o o d s  moving i n  

i n t e r s t a t e  commerce i n t o  t h e  s t a t e ,  f o r  f i n a l  d e s t i n a t i o n s  o u t s i d e  t h e  

s t a t e ,  and  e n t i t l e d  t o  t h r o u g h  r a t e s  a s  a p p r o v e d  b y  t h e  I n t e r s t a t e  

Commerce Commiss ion and n o t  d e t a i n e d  more  t h a n  9 0  d a y s ,  a r e  deemed 

t o  be p r o p e r t y  i n  i n t e r s t a t e  commerce and  n o t  s u b j e c t  t o  p r o p e r t y  

t a x a t i o n .  A l s o ,  m e r c h a n d i s e  d e t a i n e d  n o t  more t h a n  n i n e  m o n t h s  and 

h e l d  f o r  a s s e m b l y ,  m a n u f a c t u r i n g ,  p r o c e s s i n g ,  o r  f a b r i c a t i n g  

p u r p o s e s ,  a n d  s h i p p e d  i n t o  t h e  s t a t e  f o r  f i n a l  d e s t i n a t i o n s  o u t - s t a t e ,  

i s  n o t  s u b j e c t  t o  p r o p e r t y  t a x a t i o n .  However,  g o o d s  u s i n g  "home" 

p r o d u c e d  p r o d u c t s  a r e  s u b j e c t  t o  t a x a t i o n  e v e n  t h o t ~ u h  f i n a l  s h i p m e n t  

i s  o u t - s t a t e . 9  ? h e  U t a h  l e g i s l a t u r e  ( 1 9 6 3  s e s s i o n )  a d o p t e d  a 

r e s o l u t i o n  f o r  a  p r o p o s e d  c o n s t i t u t i o n a l  amendment w h i c h ,  i n  e f f e c t ,  

would  e x t e n d  f r e e p o r t  t o  "home" p r o d u c t s .  


Wyominq -- P e r s o n a l  p r o p e r t y ,  i n  t r a n s i t ,  h e l d  i n  s t o r a g e  f o r  

n o t  more t h a n  n i n e  m o n t h s ,  s h i p p e d  i n t o  t h e  s t a t e  f o r  a d e s t i n a t i o n  

o u t - s t a t e  ( w h e t h e r  s u c h  d e s t i n a t i o n  i s  s p e c i f i e d  b e f o r e  o r  a f t e r  

t r a n s p o r t a t i o n  b e g i n s )  i s  deemed n o t  t o  h a v e  a c q u i r e d  s i t u s  f o r  t a x  

p u r p o s e s .  A l s o ,  w a r e h o u s e s  m u s t  k e e p  a d e q u a t e  r e c o r d s . 1 0  


C o n s t i t u t i o n a l i t v  o f  F r e e p o r t  L e g i s l a t i o n  f o r  C o l o r a d o  

The C o l o r a d o  C o n s t i t u t i o n ,  A r t i c l e  X ,  S e c t i o n  5, p r o v i d e s :  
" 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  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  w o r s h i p ,  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  p u r p o s e s ,  
a l s o  c e m e t e r i e s  n o t  u s e d  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  
b e  exempt f r o m  t a x a t i o n  u n l e s s  o t h e r w i s e  p r o v i d e d  b y  g e n e r a l  law. ' '  
A l t h o u g h  t h e  G e n e r a l  Assembly  i s  v e s t e d  w i t h  t h e  a u t h o r i t y  t o  r e s t r i c t  
e x e m p t i o n s  f r o m  p r o p e r t y  t a x a t i o n ,  it i s  n o t  a u t h o r i z e d  b y  t h e  
c o n s t i t u t i o n  t o  p r o v i d e  new t a x  e x e m p t i o n s .  T h e r e f o r e ,  i f  t h e  G e n e r a l  
Assembly  w i s h e s  t o  g r a n t  a  c o m p l e t e  e x e m p t i o n  f o r  f r e e p o r t  i n v e n t o r i e s ,  
t h e  m e a s u r e  would  p r o b a b l y  h a v e  t o  b e  s u b m i t t e d  t o  a v o t e  o f  t h e  p e o p l e .  

However,  t h e  G e n e r a l  Assembly  a p p e a r s  t o  h a v e - t h e  a u t h o r i t y  t o  
d i f f e r e n t i a t e  b e t w e e n  c l a s s e s  o f  p r o p e r t y  f o r  p u r p o s e s  o f  e s t a b l i s h i n g  
t h e  r a t i o  o f  a s s e s s e d  v a l u e  t o  m a r k e t  v a l u e .  F o r  i n s t a n c e ,  A r t i c l e  X ,  
S e c t i o n  3, p r o v i d e s :  " A l l  t a x e s  s h a l l  b e  u n i f o r i  o n ' g a c h  o f  t h e  v a r i o u s  
c l a s s e s  o f  r e a l  and  p e r s o n a l  p r o p e r t y . .  . ' I  ( e m p h a s i s  a d d e d )  The  t e r m  
e a c h  i s  e s p e c i a l l y  i m p o r t a n t  b e c a u s e  o f  t h e  a d o p t i o n  o f  amendment 
number f i v e  a t  t h e  November 1 9 6 2  g e n e r a l  e l e c t i o n .  T h i s  amendment 
p r o v i d e s  f o r  t h e  r e p e a l  o f  t h e  f u l l  c a s h  v a l u e  p r o v i s i o n  f o r  a s s e s s m e n t  
o f  p r o p e r t y .  T h u s  t h e  G e n e r a l  Assembly  c o u l d  e n a c t  l e g i s l a t i o n  
e s t a b l i s h i n g  d i f f e r e n t  r a t i o s  f o r  v a r i o u s  c l a s s e s  o f  p r o p e r t y .  

8 .  Commerce C l e a r i n q  House  S t a t e  Tax  G u i d e ,  Oklahoma,  P a r .  20-706 .  
9 .  I b i d . ,  U t a h ,  P a r .  2 0 - 2 0 8 .  

1 0 .  I b i d . ,  Wyoming, P a r .  2 0 - 2 2 5 .  
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A t  t h e  J u l y  22 h e a r i n g ,  :dr .  Ray K i m b a l l ,  of  t h e  C o l o r a d o  P u b l i c  
E x p e n d i t u r e  C o u n c i l ,  s t a t e d :  

" A c c o r d i n g l y ,  when t h e  T r a f f i c  C o u n c i l  o f  t h e  C o l o r a d o  S t a t e  
Chamber of Commerce f i r s t  announced  i t s  encouragemen t  of a n  o f f i c i a l  
s t u d y  of a f r e e p o r t  t a x  p r o v i s i o n  f o r  t h e  S t a t e  of C o l o r a d o ,  C o l o r a d o ' s  
home i n d u s t r y ,  p r i m a r i l y  t h r o u g h  t h e  o f f i c e s  of t h e  C o l o r a d o  P u b l i c  
E x p e n d i t u r e  C o u n c i l ,  commenced a f r i e n d l y  h o l d i n g  o r  d e l a y i n g  a c t i o n  t o  
see i f  t h e  f r e e p o r t  c o n c e p t  of p r o p e r t y  t a x  p o l i c y  c o u l d  be made 
m u t u a l l y  a d v a n t a g e o u s  t o  b o t h  t h e  t r a n s p o r t a t i o n  i n d u s t r y  and t o  C o l o r a d o  
home i n d u s t r y  which  produced  goods  f o r  m a r k e t i n g  o u t s i d e  t h e  s t a t e ' s  
b o u n d a r i e s .  The E x p e n d i t u r e  C o u n c i l ' s  r e s e a r c h  a c t i v i t y  a t  t h i s  p o i n t  
was d e v o t e d  t o  t h r e e  main a r e a s :  F i r s t ,  t o  o b t a i n  i n f o r m a t i o n  on 
e x i s t i n g  ' F r e e p o r t '  p r o v i s i o n s  i n  t h e  o t h e r  s t a t e s ;  s e c o n d l y ,  t o  o b t a i n  
a d v i c e  f rom t h e  l e g a l  ' c o u n s e l  f o r  C o l o r a d o ' s  ma jo r  m a n u f a c t u r i n g  f i r m s ,  
s e a r c h i n g  o u t  t h e  p o s s i b i l i t i e s  f o r  o b t a i n i n g  f r e e p o r t  p r o v i s i o n s  under  
t h e  e x i s t i n g  c o n s t j t l ~ t i o n  and s t a t l ~ t e s ;  and  t h i r d ,  t o  i n q u i r e  f rom 
t h e  S t a t e  Tax Commission and  o t h e r  t a x i n g  o f f i c i a l s  a s  t o  w h e t h e r  o r  
n o t  ' F r e e p o r t '  c o u l d  be o b t a i n e d ,  i f  d e s i r a b l e ,  t h r o u g h  a d m i n i s t r a t i v e  
a c t i o n  under  e x i s t i n g  f e d e r a l  and s t a t e  c o n s t i t u t i o n s  and s t a t e  s t a t u t e s .  

"The E x p e n d i t u r e  C o u n c i l ' s  r e s e a r c h  i n t o  t h e  m a t t e r ,  t hough  
p r e l i m i n a r y  and somewhat i n c o n c l u s i v e ,  r e s u l t e d  i n  a  v e r y  d e f i n i t e  
c o n v i c t i o n  on t h e  p a r t  of  s t a f f  members t h a t  i t  would be e x t r e m e l y  
d i f f i c u l t ,  i f  n o t  i m p o s s i b l e ,  t o  a c h i e v e  a f r e e p o r t  t a x  p o l i c y  under  t h e  
e x i s t i n g  s t a t e  c o n s t i t u t i o n .  I ' h i s  v i e w p o i n t  gave s u b s t a n t i a l  s u p p o r t  
and encouragement  t o  b u s i n e s s  community t a x p a y e r s  i n  t h e i r  a c t i v e  
e f f o r t s  t o  g a i n  f a v o r a b l e  v o t e r  a p p r o v a l  of C o n s t i t u t i o n a l  Amendment 
No. 5 of t h e  1962 g e n e r a l  e l e c t i o n .  Amendment No. 5, by d e l e t i n g  t h e  f u l l  
c a s h  v a l u e  r e q u i r e m e n t  of  t h e  c o n s t i t . u t i o n ,  opened t h e  d o o r s  f o r  
l e g i s l a t i v e  i n t e r p r e t a t i o n  i n  d e t e r m i n i n g  c l a s s e s  o f  p r o p e r t y  t o  be 
used  by t a x  o f f i c i a l s  i n  a s s e s s m e n t  p r o c e d u r e s .  C l a s s i f i c a t i o n  of 
p r o p e r t y  f o r  a s s e s s m e n t  p u r p o s e s  was s e t  f o r t h  i n  Amendment No. 2  of 
1956. A s  men t ioned  above ,  t h e  s t u d i e s  p e r t a i n i n g  t o  t h i s  i m p l e m e n t a t i o n  
of t h e  c o n s t i t u t i o n a l  amendments o f  1956  and  1960  a r e  c u r r e n t l y  
underway by t h e  L e g i s l a t i v e  I n t e r i m  Commit tee  u n d e r  t h e  c h a i r m a n s h i p  
of R e p r e s e n t a t i v e  Pa lmer  Burch . "  

Need f o r  a F r e e p o r t  Proqram 

S t r i c t  F r e e p o r t .  The f o l l o w i n g  e x c e r p t s  f rom t h e  m i n u t e s  of 

t h e  J u l y  22 h e a r i n g  r e f l e c t  t h e  p r i n c i p a l  a r g u m e n t s  i n  s u p p o r t  of  a 

s t r i c t  f r e e p o r t  program f o r  C o l o r a d o .  


"About t h r e e  y e a r s  a g o  t h e  s u b j e c t  of ' F r e e p o r t '  p r o p e r t y  t a x  
laws  commenced t o  r e c e i v e  a t t e n t i o n  f rom C o l o r a d o  b u s i n e s s  t a x p a y e r s .  
C o l o r a d o  i s  r e c o g n i z e d  a s  a  d i s t r i b u t i o n  c e n t e r ,  a n a t u r a l  r e s u l t  of  t h e  
s t a t e ' s  a d v a n t a g e o u s  l o c a t i o n  on t h e  main e a s t - w e s t  r a i l r o a d s  c o n n e c t i n g  
t h e  Midwest and  E a s t e r n  s eaboa rd .  s t a t e s  w i t h  t h e  Rocky Mounta in  and 
Wes te rn  s t a t e s .  A s  was p r e d i c t e d  a t  t h a t  t ime  C o l o r a d o  by 1964 w i l l  be 
c o m p l e t e l y  e n c i r c l e d  by ' F r e e p o r t '  s t a t e s .  New Mexico e n a c t e d  a law 
d u r i n g  i t s  r e c e n t  l e g i s l a t i v e  s e s s i o n ,  and t h e  U tah  l e g i s l a t u r e  h a s  
p roposed  a c o n s t i t u t i o n a l  amendment t o  c r e a t e  a l a r g e  f r e e p o r t  a c t i v i t y  



a t  t h e  f o r m e r  Naval  Supp ly  Depot a t  C l e a r f i e l d ,  U t a h ,  l o c a t e d  n e a r  
Odgen. T h i s  f a c t  was made known by f i r m s  i n t e r e s t e d  i n  l o c a t i n g  
f r e e p o r t  f a c i l i t i e s  i n  t h i s  r e g i o n ,  and C o l o r a d o l s  t r a n s p o r t a t i o n  
i n d u s t r i e s  were made k e e n l y  aware  of  a n  e x i s t i n g  ecoppmic d i s a d v a n t a g e  
i n  b i d d i n g  f o r  t h e  l o c a t i o n  of f r e e p o r t  warehouses . "  

"You a r e  aware t h a t  t h e  f r e e p o r t  l aws  of  some s t a t e s  d o  now 
exempt f rom p r o p e r t y  t a x a t i o n  goods  b r o u g h t  i n t o  t h e  s t a t e ,  s t o r e d  and 
s u b s e q u e n t l y  moved o u t  o f  t h e  s t a t e .  However, some s t a t e s  --Utah i s  
t h e  n e a r e s t  example -- have p a s s e d  f r e e p o r t  l a w s  which exempt f rom 
t a x a t i o n  p r o p e r t y  s t o r e d  w i t h i n  t h e  s t a t e  f o r  s a l e  o r  p r o c e s s i n g ,  
whether  m a n u f a c t u r e d ,  p r o c e s s e d ,  p roduced  o r  o t h e r w i s e  o r i g i n a t i n g  
w i t h i n  o r  w i t h o u t  t h e  s t a t e ,  which i s  s h i p p e d  t o  a  f i n a l  d e s t i n a t i o n  
o u t s i d e  t h e  s t a t e .  

" I f  some r e l i e f  i s  n o t  p r o v i d e d  f o r ,  t h e n  C o l o r a d o  m a n u f a c t u r e r s  
migh t  a l s o  b e g i n  t o  t a k e  a  l o n g  look  a t  t h e  a d v a n t a g e s  of  warehous ing  
t h e i r  merchand i se  o u t s i d e  o f  C o l o r a d o  t o  r e d u c e  a s  much a s  p o s s i b l e  t h e  
p r o p e r t y  t a x  t h e y  may have  t o  pay  on m e r c h a n d i s e  warehoused i n  Co lo rado .  

" S e v e r a l  C o l o r a d o  c i t i e s  - Denver ,  Pueb lo  and Grand J u n c t i o n  
p a r t i c u l a r l y  a r e  d i s t r i b u t i v e  c e n t e r s  t o d a y .  W i l l  t h e y  be t e n  y e a r s  
f rom now? The p r o x i m i t y  of S a l t  Lake C i t y  t o  Grand J u n c t i o n  p o s e s  a 
t h r e a t  t o  l o c a l  d i s t r i b u t o r s  i n  t h a t  a r e a .  The N o r t h e a s t e r n  p a r t  of  
C o l o r a d o  would be s u s c e p t i b l e  t o  d i s t r i b u t i v e  e f f o r t s  o r i g i n a t i n g  i n  
Cheyenne and Laramie ,  M1yoming, a s  w e l l  a s  Omaha, Nebraska ,  

"A f r e e p o r t  law p e r m i t s  i n d u s t r y  t o  t a k e  f u l l  a d v a n t a g e  of 
i n t r a n s i t  s t o r a g e  w i t h  t h e  t r a n s l o a d i n g  f e a t u r e .  F u l l  c a r l o a d s  of  
homogeneous p r o d u c t s  c a n  be s h i p p e d  f rom w i d e l y  s c a t t e r e d  p l a n t s  l o c a t e d  
t h r o u g h o u t  t h e  U n i t e d  S t a t e s  and i n t o  Co lo rado .  A t  a  C o l o r a d o  
warehouse t h e  goods  c a n  be u n l o a d e d ,  s t o r e d  i n  t r a n s i t ,  t h e n  mixed 
and t r a n s - l o a d e d  a t  a l a t e r  d a t e  f o r  f u r t h e r  sh ipment  t o  p o i n t s  o u t s i d e  
of  Co lo rado .  The e x t r a  t r a n s i t  c h a r g e  i s  i n s i g n i f i c a n t  when compared 
t o  t h e  t o t a l  r a t e .  I n  e f f e c t ,  s h i p p e r s  c a n  d e l i v e r  t o  c u s t o m e r s  mixed 
q u a n t i t i e s  of  goods,. 'produced a t  d i f f e r e n t  p l a n t s  and s t i l l  pay o n l y  
t h e  l e s s  e x p e n s i v e  l o n g  h a u l  volume r a t e  f rom p o i n t  of  o r i g i n  t o  p o i n t  
of  d e s t i n a t i o n .  M a n u f a c t u r e r s  and  p r o c e s s o r s  c a n  a f f o r d  t o  t a k e  
advan tage  of such  t r a n s p o r t a t i o n  r a t e s  o n l y  if t h e i r  t o t a l  warehous ing  
c o s t s  a r e  low enough t o  j u s t i f y  t h i s  t y p e  of o p e r a t i o n .  

" P r o p e r t y  t a x e s  on warehoused i n v e n t o r i e s  c a n  be a s i g n i f i c a n t  
f a c t o r  i n  t h e  i n v e n t o r y  h o l d i n g  c o s t s .  Accord ing  t o  t h e  June  1963 
i s s u e  of  :Utah Economic and B u s i n e s s  R e v i e w b i ' : p u b l i s h e d  by t h e  U n i v e r s i t y  
of  U tah ,  'Samples t a k e n  a t  v a r i o u s  l o c a t i o n s  i n  t h e  West i n d i c a t e  t h a t  
i n v e n t o r y  t a x e s  c a n  r a n g e  f rom 1 0  t o  25 p e r  c e n t  of  t h e  t o t a l  h o l d i n g  
c o s t s  depend ing  upon t h e  l o c a t i o n  and t y p e  of  commodity." U t a h  
r e c o g n i z e d  t h e  p o t e n t i a l  impac t  of t h i s  and p a s s e d  a f r e e p o r t  law 
s u p p o r t e d  by a  j o i n t  r e s o l u t i o n  c a l l i n g  f o r  a r e f e rendum i n  1964 which 
w i l l  p r o t e c t  t h e  law t h r o u g h  c o n s t i t u t i o n a l  mandate .  

"There i s  a c o n t i n u a l  f l o w  of  f r e i g h t  moving f rom t h e  e a s t e r n  
p a r t  of  t h e  U n i t e d  S t a t e - s  t o  t h e  w e s t e r n  r e g i o n s  and a l s o  a f l o w  of 
f r e i g h t  i s  c o n t i n u a l l y  moving f rom t h e  w e s t e r n  r e g i o n s  t o  t h e  e a s t .  Tha 
t r a n s c o n t i n e n t a l  f l o w  of  t r a f f i c  c a n  be compared t o  a b o u t  5 p r i m a r y  
s y s t e m s  e x t e n d i n g  i n  a  g e n e r a l  e a s t e r l y  and w e s t e r l y  d i r e c t i o n .  

11. Comments by Mr. Ray K i m b a l l ,  C o l o r a d o  P u b l i c  E x p e n d i t u r e  C o u n c i l .  



" I n d u s t r y  i s  a l w a y s  work ing  on i n c r e a s i n g  t h e  e f f i c i e n c y  of  
t h e i r  sys t ems  of d i s t r i b u t i n g  t h e i r  p r o d u c t s .  One o f  t h e  p r i m e  f a c t o r s  
r e q u i r e d  f o r  t h e  l o c a t i o n  o f  a warehouse f o r  d i s t r i b u t i o n  o f  a n a t i o n a l l y  
marke ted  p r o d u c t  i s  t h a t  t h e  warehouse l o c a t i o n  be s i t u a t e d  on a t  l e a s t  
one of  t h e  t r a n s c o n t i n e n t a l  r a i l  sy s t ems .  

"S ince  t h e  i n c e p t i o n  of t h e  Nevada F r e e p o r t  Law, we have had 
many i n q u i r i e s  f rom West C o a s t  food  p r o d u c i n g  t y p e s  of f i r m s  s e e k i n g  t h e  
l o c a t i o n  of  s i t e s  f o r  warehous ing  canned f o o d s  moving t o  t h e  e a s t e r n  
marke t s .  These f i r m s  a r e  i n t e r e s t e d  i n  l o c a t i n g  i n  any  a r e a  be tween  
Nevada and Kansas  f rom which l o c a t i o n  t h e i r  p r o d u c t  c a n  be t e m p o r a r i l y  
warehoused and  when t h e  marke t  demand i n  a p a r t i c u l a r l y  l o c a t e d  e a s t e r ~  
marke t  d e v e l o p s ,  t h e n  t h e  amount of  p r o d u c t  needed t o  s a t i s f y  t h a t  
p a r t i c u l a r  demand would be t h e n  s h i p p e d  t o  t h a t  p a r t i c u l a r  m a r k e t  
l o c a t i o n  f o r  consumpt i an ,  more e x p e d i e n t l y ,  

"The d i s c o u r a g e m e n t  of t h e  l o c a t i o n  of  new b u s i n e s s  i n  C o l o r a d o  
and t h e  d e t e r r e n t  e f f e c t  on e x p a n s i o n  of e x i s t i n g  m a n u f a c t u r e r s  b rough t  
a b o u t  by t h e  p r e s e n t  p r o p e r t y  t a x  on warehoused  goods  a r e  n e g a t i v e  
f o r c e s  i n  t h e  deve lopment  and g rowth  of C o l o r a d o ,  I t  i s  r e a s o n a b l e  t o  
b e l i e v e  t h a t  e l i m i n a t i o n  of  t h e  p r o p e r t y  t a x  on warehoused  goods  f o r  
consumpt ion  o u t s i d e  of t h e  S t a t e  of C o l o r a d o  would,  w i t h i n  a v e r y  few 
y e a r s ,  b r i n g  a b o u t  a n e t  i n c r e a s e  i n  t a x  r e v e n u e ,  b e c a u s e  ,new 
warehouse i n s t a l l a t i o n s ,  expanded  p l a n t s  of p r e s e n t  m a n u f a c t u r e r s ,  
and new m a n u f a c t u r i n g ,  w i l l  expand  t h e i r  f i x e d  a s s e t s  r e s u l t i n g  i n  
i n c r e a s e d  p r o p e r t y  t a x  by t h e i r  added  i n v e s t m e n t s  i n  l a n d ,  mach ine ry  and 
b u i l d i n g s ,  

"1 u r g e  t h i s  Commit tee  t o  recommend l e g i s l a t i o n  i n  t h i s  a r e a  
which w i l l  r e t u r n  Co lo rado  t o  a  c o m p e t i t i v e  p o s i t i o n  w i t h  o u r  n e i g h b o r i n g  
s t a t e s .  C o m p e t i t i o n  c o u l d  t h e n  b e  met f o r  n o t  o n l y  t h o s e  warehous ing  
and d i s t r i b u t i v e  i n d u s t r i e s  which we p r e s e n t l y  h a v e ,  b u t  a l s o  t h o s e  
which we c a n  d e v e l o p .  ~ 1 2  

O p ~ o s i t i o n  o f  C o l o r a d o  M a n u f a c t u r e r s  t o  a S t r i c t  F r e e p o r t  
Proqram. Tes t imony p r e s e n t e d  t o  t h e  J u l y  24 h e a r i n g  ev idenced  
c o n s i d e r a b l e  o p p o s i t i o n  o f  C o l o r a d o  m a n u f a c t u r e r s  t o  a  f r e e ~ o r t  
program, which would n o t  i n c l u d e  "home produced  goods . "  S t a t e m e n t s  
s u b m i t t e d  t o  t h e  commit tee  f o l l o w :  

" A t  t h e  same t ime  t h a t  t h e  C o l o r a d o  t r a n s p o r t a t i o n  i n d u s t r y  
became more k e e n l y  aware of  t h i s  economic d i s a d v a n t a g e ,  C o l o r a d o l s  home 
i n d u s t r y  commenced t o  l o o k  a t  f r e e p o r t  p r o p o s a l s  a s  a n  economic  t h r e a t  
because  a f r e e p o r t  p r o v i s i o n  a p p l i c a b l e  o n l y  t o  o u t - s t a t e  p r o d u c t s  would 
p e r m i t  a c o m p e t i t o r  i n  any  b a s i c  f i e l d  of i n d u s t r y - - s t e e l ,  r u b b e r ,  s u g a r ,  
l uggage ,  o r  min ing  mach ine ry  and e q u i p m e n t - - t o  u s e  C o l o r a d o  a s  a 
warehous ing  and o u t - o f - s t a t e  d i s t r i b u t i o n  c e n t e r  w i t h o u t  p a y i n g  t h e  
same p r o p e r t y  t a x  bu rden  t h a t  was a t t a c h e d  t o  good$ and p r o d u c t s  
manufac tu red  by C o l o r a d o ' s  home i n d u s t r y  which were compe t ing  i n  t h e  
same marke t  a r e a ,  

12 .  Comments by R .  C. Cavness ,  d i r e c t o r  of i n d u s t r i a l  deve lopmen t ,  
Denver R i o  Grande  Wes te rn  R a i l r o a d  Co. 



"It i s  s t r o n g l y  b e l i e v e d  by t h e  E x p e n d i t u r e  C o u n c i l  s t a f f  
t h a t  t h e  Co lo rado  b u s i n e s s  community v i e w p o i n t  a t  t h e  p r e s e n t  time i s  
s i m p l y  t h a t  o n l y  a  package  ' F r e e p ~ r t ' ' ~p r o p o s a l  w i l l  be  a c c e p t a b l e ,  
t h a t  s t r a i g h t  j F r e e p o r t ' '  though j u s t i f i e d  by a  s i m p l e  t a x  comple t ion  
r e q u i r e m e n t  i n  r e l a t i o n  t o  t h e  s u r r o u n d i n g  s t a t e s  cou ld  a d v e r s e l y  a f f e c t  
t h e  economic growth  o f  C o l o r a d o ' s  e x i s t i n g  home i n d u s t r y  and c o u l d  
be  p a r t i c u l a r l y  d e t r i m e n t a l  t o  t h e  s t a t e ' s  i n t e r e s t  i n  s e c u r i n g  t h e  
l o c a t i o n  of new i n d u s t r i e s .  On t h e  o t h e r  hand ,  a f r e e p o r t  t a x  p o l i c y ,  
coup led  w i t h  t h e  p r o v i s i o n  f o r  f r e e p o r t  e q u i t y  on  Colorado-produced  
goods d e s t i n e d  f o r  i n t e r s t a t e  commerce, migh t  p r o v e  t o  b e  t h e  c o r n e r -
s t o n e  f o r  a s i g n i f i c a n t  and s u b s t a n t i a l  e x p a n s i o n  of  C o l o r a d o ' s  
i n d u s t r i a l  t a x  b a s e  w i t h  a l l  i t s  a t t e n d a n t  a d v a n t a g e s  t o  t h e  s t a t e .  1113 

With r e s p e c t  t o  a s t r i c t  F r e e p o r t  p r o p o s a l ,  M r .  Michae l  F r e e d ,  
Shwayder Bros .  , made t h e  f o l l o w i n g  comments: 

"The f i r s t  c o n c e r n  and c o n s i d e r a t i o n  t h e  S t a t e  of  Co lo rado  
owes t o  i t s  own i n d u s t r i e s  i s  t o  a f f o r d  Co lo rado  home i n d u s t r y  t h e  
g r e a t e s t  d e g r e e  of  p r o t e c t i o n ,  i f  n o t  f a v o r .  T h e r e f o r e ,  i f  a F r e e p o r t  
p r o p o s a l  i s  t o  b e  a c t e d  upon f a v o r a b l y ,  t h e n  a s  p a r t  and p a r c e l  of  
such  a  p r o p o s a l ,  t h e  s t a t e  a t  t h e  v e r y  l e a s t  must e x t e n d  t o  i t s  own 
i n d u s t r i e s  t h e  same a d v a n t a g e s  i t  would g r a n t  i o  any i n d u s t r y  which i s  
o u t s i d e  t h e  S t a t e  o f  C o l o r a d o .  

"We a r e  u n a l t e r a b l y  opposed t o  any F r e e p o r t  p r o p o s a l  
t h a t  would n o t  be  e q u i t a b l e  i n  i t s  a d v a n t a g e s  t o  home i n d u s t r y .  And 
c e r t a i n l y ,  g e n t l e m e n ,  c a n  we e x p e c t  l e s s  f rom t h e  s t a t e  of  which we 
a r e  n a t i v e  c i t i z e n s ,  p r o d u c e r s  and t a x p a y e r s ?  F u r t h e r m o r e ,  t h e  
a d v a n t a g e s  o f  f r e e p o r t  s h o u l d  be  ex t ended  t o  i n d u s t r i e s  f rom o t h e r  
s t a t e s  on a s t r i c t l y  r e c i p r o c i t y  b a s i s .  C o l o r a d o  i n d u s t r y  h a s  a r i g h t  
t o  e x p e c t  t h e  same t r e a t m e n t  f rom o t h e r  s t a t e s  i n  which we do  b u s i n e s s  
a s  t h e i r  i n d u s t r i e s  would r e c e i v e  u n d e r  f r e e p o r t  i n  C o l o r a d o .  

" I f  a f r e e p o r t  p r o p o s a l  on t h i s  f a i r ,  r e a s o n a b l e  and e q u i t a b l e  
b a s i s  i s  n o t  now f e a s i b l e ,  t h e n  t h e  s t a t e  l e g i s l a t u r e , , a t  a minimum, 
shou ld  g r a n t  Co lo rado  m a n u f a c t u r e r s  a  measure  o f  r e l i e f  f rom t h e  
i n t o l e r a b l e  burden3\the p r e s e n t  I n v e n t o r y  Tax imposes  by r e d u c i n g  
s u b s t a n t i a l l y  t h e  p r e s e n t  35% l e v y  a t  i t s  n e x t  s e s s i o n , "  

,Mr. C l a y t o n  H i l l ,  G a t e s  Rubber  Company, s t a t e d  t h a t  t h e  p r e s s  
of c o m p e t i t i o n  h a s  f o r c e d  t h e  G a t e s  Rubber  Company t o  spend a p p r o x i m a t e l y  
50 p e r  c e n t  o f  i t s  monies  f o r  e x p a n s i o n  i n  a r e a s  o u t s i d e  of C o l o r a d o  
i n  o r d e r  t o  g e t  c l o s e r  t o  m a r k e t s .  G a t e s  i s  i n  a s e r i o u s  c o m p e t i t i v e  
p o s i t i o n ,  he added ,  and a f r e e p o r t  law,  l i m i t e d  t o  goods  s h i p p e d  i n  
t r a n s i t  f rom o u t - s t a t e  f o r  d e s t i n a t i o n s  o u t - s t a t e ,  c o u l d  p r o v i d e  a 
doub le  t a x  a d v a n t a g e  t o  G a t e s '  c o m p e t i t o r s .  For i n s t a n c e ,  he s a i d ,  i f  
a company h a s  a s m a l l  t a x  bu rden  i n  i t s  own s t a t e ,  and warehouses  goods 
i n  Co lo rado  t a x  f r e e ,  i t  would have a d o u b l e  t a x  a d v a n t a g e  i n  t h e  
d i s t r i b u t i o n  of goods  i n  t h e  Rocky Mountain a r e a .  G a t e s  m a r k e t s  a b o u t  
97 pe r  c e n t  o f  i t s  goods  o u t s i d e  o f  Colorado and 85 per cent. of t h e  goods 
o u t s i d e  t h e  Rocky Mounta ins .  

" G e n e r a l l y  s p e a k i n g ,  s t a t e s  which have p a s s e d  t h e  f r e e p o r t  l aws  
which exempt o n l y  p r o p e r t y  coming i n t o  t h e  s t a t e  and s h i p p e d  o u t  of  t h e  
s t a t e  a r e  t h o s e  which have  l i t t l e  o r  no m a n u f a c t u r i n g  i n d u s t r i e s  w i t h i n  
t h e i r  own b o r d e r s  - f o r  example Nevada. Due t o  i t s  g e o g r a p h i c a l  l o c a t i o n  
Nevada i s  i n  a  s t r a t e g i c  l o c a t i o n  f o r  t h i s  t y p e  of f r e e p o r t  law. 

13.. C h m e n t s  b y '  M r .  Ray K i m b a l l ,  C o l o r a d o  P u b l i c  E x p e n d i t u r e  C o u n c i l .  - 15 -



M a n u f a c t u r e r s  a r e  a b l e  t o  s h i p  t h e i r  goods  t o  p o i n t s  i n  Nevada r e a s o n a b l y  
c lose  t o  t h e  C a l i f o r n i a  b o r d e r  f o r  s t o r a g e  f r e e  of p r o p e r t y  t a x .  
D i s t r i b u t i o n  from t h e s e  warehouses  i n  Nevada c a n  s u b s e q u e n t l y  b e  made 
d i r e c t  t o  t h e  r e t a i l e r s  i n  C a l i f o r n i a  w i t h  d e l i v e r y  w i t h i n  24 t o  36 
h o u r s .  1114 

Arquments A q a i n s t  Anv Proqram o f  F r e e p o r t  E ~ u i t v .  It h a s  been  
s a i d  t h a t . o n e  man's  e q u i t y  i s  a n o t h e r  man's  l o o p h o l e . 1 3  A t  t h e  J u l y  
22 h e a r i n g ,  M r .  Ray C a r p e r ,  Tax Commission,  commented t h a t  e l i m i n a t i o n  
of a segment o r  a l l  o f  t h e  i n v e n t o r y  t a x  would n o t  g e t  r i d  of  t h e  t a x ,  
b u t  would s h i f t  t h e  bu rden  t o  o t h e r  p r o p e r t y  t a x p a y e r s .  Also, M r .  Carper 
c i t e d  a n  a r t i c l e  i n  " C h a l l e n g e "  Magazine ( ~ o l .  I X ,  No. 4 ,  J a n u a r y  1961)  
c o n c e r n i n g  t a x  i n c e n t i v e s  f o r  t h e  p u r p o s e  of  a t t r a c t i n g  i n d u s t r y .  
E x c e r p t s  f rom t h i s  a r t i c l e  f o l l o w :  

"How do  f i r m s  r e spond  t o  s u c h  t a x  i n c e n t i v e s ?  T h i s  q u e s t i o n  
i s  s o  complex t h a t  no c e r t a i n  way e x i s t s  t o  e v a l u a t e  t h e  r e a c t i o n  o f  
f i r m s  t o  such  o f f e r s .  A d e c i s i o n  t o  r e l o c a t e  i s  t h e  p r o d u c t  o f  a 
number o f  s e p a r a t e  c o n s i d e r a t i o n s ,  and t h e s e  c a n n o t  s i m p l y  b e  weighed 
and t h e  n e t  b a l a n c e  t a k e n .  

'"The t a x  c o n s i d e r a t i o n  i s  o n l y  one  among many, some o f  which 
a r e  much more i m p o r t a n t - - f o r  example ,  m a r k e t s ,  s u p p l i e s  of s k i l l e d  
l a b o r ,  s a t i s f a c t o r y  s i t e s  and a c c e s s  t o  raw m a t e r i a l s .  

' I . .  .A number of  a b l e  i n v e s t i g a t o r s  have  r e a c h e d  t h e  c o n c l u s i o n ,  
however,  t h a t  t h e  t a x  f a c t o r  and f i n a n c i a l  a i d  have  r anked  v e r y  low 
among t h e  c o n s i d e r a t i o n s  l e a d i n g  t o  i n d u s t r i a l  l o c a t i o n ;  

" . . . a l t h o u g h  some of  t h e  p o o r e r  s t a t e s  may have  been  s u c c e s s f u l  
i n  a t t r a c t i n g  i n d u s t r y ,  t h e i r  t a x  r e v e n u e s  and b u d g e t s  have  been  
a d v e r s e l y  a f f e c t e d  . 

" . . .The m a j o r  r i s e  i n  r e v e n u e s ,  a t  l e a s t  d u r i n g  t h e  f i r s t  few 
y e a r s  of t h e  program, o c c u r s  i n  s a l e s  and income t a x e s .  But t h e s e  
g e n e r a l l y  b e n e f i t  t h e  s t a t e s  r a t h e r  t h a n  t h e  m u n i c i p a l i t i e s .  

"A r i s e  i n  s t a t e  r e v e n u e s  may b e  o f f s e t  by a need f o r  more 
p u b l i c  s e r v i c e s  t o  t a k e  c a r e  of t h e  i n d u s t r i a l  i m m i g r a t i o n .  

"The m a j o r  r e a s o n  t h a t  s t u d i e s  of  t h e  l o s s  o f  t a x  r e v e n u e s  a r e  
u s u a l l y  r e s t r i c t e d  t o  t h e  p r o p e r t y  t a x  i s  t h a t  t h e  i n d i r e c t  e f f e c t s  on 
y i e l d s  of o t h e r  t a x e s ,  and on s t a t e  and l o c a l  e x p e n d i t u r e s  i n c u r r e d  
a s  a  r e s u l t  o f  t h e  i m m i g r a t i o n  of i n d u s t r y ,  a r e  d i f f i c u l t  t o  e s t i m a t e .  
On t h e  t a x  s i d e ,  i t  i s  n o t  a g r e a t  t a s k  t o  e s t i m a t e  r e v e n u e  y i ' e l d s  
a c c r u i n g  from r i s e s  i n  p r o p e r t y  v a l u e s ,  incomes and t a x a b l e  s p e n d i n g  
a s s o c i a t e d  w i t h  a  g i v e n  i n c r e a s e  i n  new i n d u s t r y .  But i t  i s  q u i t e  
a n o t h e r  m a t t e r  t o  d e t e r m i n e  what  p r o p o r t i o n  of  t h e s e  r i ses  i s  
a t t r i b u t a b l e  t o  t h e  t a x  r e m i s s i o n  program and what  p a r t  would have  
o c c u r r e d  i n  any  c a s e .  

"Lack of c e n t r a l i z e d  s t a t e  r e c o r d s  of l o c a l  f i n a n c e s  makes it 
d i f f i c u l t  t o  o b t a i n  r e l i a b l e  e s t i m a t e s  of  t h e  na r rowing  o f  t h e  p r o p e r t y  

14. 	 M r .  R.  C.  C a r n e s s ,  Denver R i o  Grande  Western  R a i l r o a d .  
15. 	 Comment by Mabel Walker ,  E x e c u t i v e  D i r e c t o r  o f  Tax I n s t i t u t e ,  


I n c o r p o r a t e d ,  t o  N a t i o n a l  C o n f e r e n c e  on  S c h o o l  F i n a n c e .  




t a x  b a s e  r e s u l t i n g  f r o m  t h e  t a x  c o n c e s s i o n .  R e l a t i v e l y  good r e c o r d s  
e x i s t ,  however ,  f o r  L o u i s i a n a .  W i l l i a m  D .  R o s s ,  i n  a t h o r o u g h  s t u d y  
of  t h i s  e x p e r i e n c e ,  c o n c l u d e d  t h a t  t h e  e s t i m a t e d  t o t a l  c o s t  t o  s t a t e  
and l o c a l  g o v e r n m e n t s  o v e r  a  1 0 - y e a r  p e r i o d  was more  t h a n  $51 m i l l i o n  
( a s s u m i n g  t h a t  a l l  t h e  f i r m s  r e m a i n e d  t h e  f u l l  p e r i o d ,  and t h a t  t a x  
r a t e s  d i d  n o t  c h a n g e ) .  The e s t i m a t e d  amount  o f  new i n v e s t m e n t s  r e s u l t i n g  
f r o m  t h e  t a x  p r o g r a m  was  a b o u t  $ 2 5  m i l l i o n  dnd t o t a l  exempted 
i n v e s t m e n t s  w e r e  $355 m i l l i o n .  The  a u t h o r  c o n c l u d e d  t h a t ,  on  t h e  b a s i s  
o f  t h i s  e v i d e n c e ,  t h e  r e s u l t s  were s m a l l  a n d  t h a t  t h e  c o s t  o f  t h e  p r o g r a m ,  
c o n s i d e r i n g  t h e  amount o f  p r o p e r t y  t a x  r e v e n u e s  f o r e g o n e ,  was  e x c e s ~ i v e . ~  

S i m i l a r  a r g u m e n t s  a l s o  w e r e  p r e s e n t e d  t o  t h e  N a t i o n a l  Tax  
A s s o c i a t i o n  i n  a n  a d d r e s s  by W i l l i a m  A .  J o h n s o n ,  C o m m i s s i o n e r  o f  
Revenue;  S t a t e  o f  N o r t h  C a r o l i n a :  

"So t h e  r e a l  q u e s t i o n  i s ,  w h a t  d o  t h e s e  t a x  e x e m p t i o n s  c o s t  
and wha t  b e n e f i t s  d o  t h e y  p r o d u c e ?  L e t  u s  f i r s t  c o n s i d e r  t h e  c o s t .  

"The g r a n t i n g  o f  i n d u s t r i a l  t a x  e x e m p t i o n s  d i r e c t l y  v i o l a t e s  
t h e  sound  d e m o c r a t i c  p r e m i s e  t h a t  p u b l i c  f u n d s  m u s t  n u t  b e  u s e d  f o r  
p r i v a t e  p u r p o s e s .  S a d l y ,  we h a v e  a l r e a d y  s e e n  t o o  much i m p a i r m e n t  o f  
t h i s  v a l u a b l e  c o n c e p t  i n  o t h e r  a r e a s .  C o n t i n u e d  u s e  o f  t a x  e x e m p t i o n s  
i s  bound t o  i n c r e a s e  t h e  p e r i l  t o  t h i s  e s s e n t i a l  f e a t u r e  o f  d e m o c r a t i c  
g o v e r n m e n t  and  c o u l d  p l a y  a m a j o r  r o l e  i n  i t s  u l t i m a t e  d e s t r u c t i o n .  

"The c r e e p i n g  i n s i d i o u s n e s s  o f  t h i s  p r a c t i c e  i s  w h a t  makes  i t  
s o  d a n g e r o u s .  One t a x  e x e m p t i o n ,  a l t h o u g h  m i n o r  and r e l a t i v e l y  unim- 
p o r t a n t  s t a n d i n g  a l o n e ,  t e m p t s  and  o f t e n  l e a d s  t o  a n o t h e r .  

" I n  o u r  c a p i t a l i s t i c  s y s t e m  t h e  o n l y  sound i n d u s t r i a l  g r o w t h  
i s  t h a t  b a s e d  on f r e e  c o m p e t i t i v e  e n t e r p r i s e  and  sound  l o c a t i o n  f a c t o r s .  
Tax e x e m p t i o n s  p o s e  a r e a l  t h r e a t  t o  t h i s  s y s t e m  and a r e  a  d e f i n i t e  
s t e p  i n  t h e  d i r e c t i o n  o f  s o c i a l i z i n g  o u r  b a s i c  i n d u s t r i e s .  A l r e a d y  
t h e  S t a t e  o f  New Mexico p e r m i t s  a communi ty  t o  u s e  p u b l i c  f u n d s  t o  
p u r c h a s e  p l a n t  a s s e t s  and e q u i p m e n t  i n  o r d e r  t o  move a p l a n t  f r o m  a n o t h e r  
s t a t e  i n t o  a  community i n  New A e x i c o .  A t  t h e  moment t h e  community 
c a n n o t  o p e r a t e  t h e  p l a n t .  But  who knows how l o n g  i t  w i l l  b e  b e f o r e  
t h i s  d e v e l o p m e n t  w i l l  b e  u s e d  t o  j u s t i f y  m u n i c i p a l  o p e r a t i o n  o f  a n  
i n d u s t r i a l  p l a n t ?  T h i s  i s  a r e a l  and f r i g h t e n i n g  p o s s i b i l i t y .  I 
b e l i e v e  i t  i s  c l e a r l y  a p p a r e n t  t o  a l l  o f  u s  t h a t  o n c e  t h i s  h a p p e n s  we 
w i l l  s e e  t h e  t r a g i c  end of t h e  s y s t e m  o f  c o m p e t i t i o n  and f r e e  
e n t e r p r i s e  w h i c h  h a s  s u s t a i n e d  t h i s  c o u n t r y  and  i n  a  l a r g e  m e a s u r e  
e n a b l e d  i t  t o  become t h e  g r e a t  n a t i o n  t h a t  it. i s  t o d a y .  

"Tax r e v e n u e  i s  t h e  l i f e b l o o d  o f  g o v e r n m e n t  and t h e r e  i s  a n  
a b s o l u t e  r e l a t i o n s h i p  b e t w e e n  a f a i r  a n d  e q u i t a b l e  t a x  s t r u c t u r e  and 
t h e  p r o p e r  m a i n t e n a n c e  o f  t h i s  n e c e s s a r y  s o u r c e  o f  g o v e r n m e n t a l  l i f e .  
T h e  g r a n t i n g  o f  t a x  e x e m p t i o n s  i g n o r e s  t h i s  f a c t .  Tax  e x e m p t i o n s  a r e  
by t h e i r  v e r y  n a t u r e  u n f a i r  and d i s c r i m i n a t o r y .  They e n a b l e  t h e  
b e n e f i c i a r y  o f  t h e  e x e m p t i o n  t o  e s c a p e  a  f a i r  s h a r e  o f  t h e  c o s t  of 
f i n a n c i n g  t h e  g o v e r n m e n t  whose  p r o t e c t i o n ,  b e n e f i t s  and  s e r v i c e s  i t  
e n j o y s .  F u r t h e r ,  a  w r o n g f u l  and e x c e s s i v e  t a x  b u r d e n  i s  p l a c e d  upon 
e x i s t i n g  i n d u s t r i e s  and o t h e r  t a x p a y e r s .  

I n  a  s t u d y  bv F r a n k  K .  S t u a r t ,  B u r e a u  o f  Economic and B u s i n e s s  

R e s e a r c h ,  U n i v e r s i t y  o f  U t a h ,  t h e  f o l l o w i n g  s t a t e m e n t  i s  made: 




' 'Although many s t a t e s  h a v e  a d o p t e d  f r e e p o r t  l e g i s l a t i o n ,  o n l y  
a few s t a t e s  c a n  use t h e  law t o  a d v a n t a g e .  Of t h e  e l e v e n  w e s t e r n  s t a t e s ,  
C a l i f o r n i a ,  Oregon ,  and Washington  c a n n o t  b e n e f i t  b e c a u s e  t h e y  a r e  
p r i m a r i l y  i n i t i a t i n g  and t e r m i n a t i n g  s t a t e s  and g o o d s  coming t o  r e s t  
f o r  s a l e s  a r e  g e n e r a l l y  n o t  exempted.  I d a h o  i s  t o o  f a r  removed f rom 
t h e  h e a v i l y  c o n c e n t r a t e d  C a l i f o r n i a  m a r k e t s .  Many s t a t e s  e a s t  o f  
Utah have  f r e e p o r t  l e g i s l a t i o n ,  b u t  a r e  t o o  f a r  removed f rom h e a v i l y  
c o n c e n t r a t e d  w e s t e r n  m a r k e t s .  A l e t t e r  f rom t h e  Wyoming Tax Commission 
a d v i s e s :  

' I t  was t h o u g h t  t h a t  t h i s  l aw  would i n d u c e  c o r p o r a t i o n s  
such  a s . .  . . t o  l o c a t e  a s s e m b l y  p l a n t s  i n  Wyoming. To 
d a t e  no s u c h  p l a n t s  have  been  b u i l t ;  h e n c e ,  t h e r e  h a s  
been  no i m p a c t  on  i n d u s t r i a l  d e v e l o p m e n t . '  

' . . . . F o r  t h e  1962 t a x  y e a r  l i t t l e  u s e  was made of 

t h i s  l e g i s l a t i o n  ( f r e e p o r t )  i n  t h a t  o n l y  a  v e r y  

few warehouses  f i l e d  t h e  r e q u i r e d  bond w i t h  t h i s  

o f f i c e .  "'16 


Impac t  o f  F r e e p o r t  Proqrams  on P r o p e r t y  Tdx Revenues  

S t r i c t  F r e e ~ o r t .  The i m p a c t  o f  a s t r i c t  f r e e p o r t  p rogram 
i n v o l v i n g  p u b l i c  wa rehous ing  would p r o b a b l y  have  l i t t l e  e f f e c t  on 
a s s e s s e d  v a l u a t i o n s  of p r o p e r t y  i n  mos t  c o u n t i e s .  F i r s t  of a l l ,  t h e r e  
i s  v e r y  l i t t l e  p u b l i c  wa rehous ing  o u t s i d e  t h e  Denver  M e t r o p o l i t a n  a r e a ,  
and Bou lde r ,  E l  P a s o ,  and P u e b l o  c o u n t i e s .  The L e g i s l a t i v e  C o u n c i l  s t a f f  
su rveyed  t h e  t e n  l a r g e s t  c o u n t i e s  t o  d e t e r m i n e  w h e t h e r  p r o p e r t y  t a x  
r e v e n u e s  f rom p u b l i c  wa rehous ing  o p e r a t i o n s  a r e  s i g n i f i c a n t  i n  r e l a t i o n  
t o  t h e  t o t a l  t a x  b a s e ,  and r e p l i e s  t o  t h e  s u r v e y  i n d i c a t e  t h a t  s u c h  a  
program would n o t  have  much e f f e c t  on p r o p e r t y  a s s e s s m e n t s .  F o r  
i n s t a n c e ,  t h e  e s t i m a t e d  t o t a l  p r o p e r t y  v a l u a t i o n  f o r  1962 f o r  Denver  
amounts  t o ' $ 1 , 1 5 8 , 3 7 2 , 5 4 0 ,  w h i l e  t h e  v a l u e  of f r e e p o r t  m e r c h a n d i s e  
i n  p u b l i c  wa rehouses  i s  e s t i m a t e d  a t  $1,500,000, o r  l e s s  t h a n  o n e -
t e n t h  of  one p e r  c e n t .  

L i b e r a l  F r e e p o r t .  The C o u n c i l  s t a f f ,  w i t h  t h e  a s s i s t a n c e  o f  
a s u r v e y  conduc ted  by t h e  C o l o r a d o  P u b l i c  E x p e n d i t u r e  C o u n c i l ,  compi led  
p r e l i m i n a r y  e s t i m a t e s  o n  t h e  i m p a c t  of exempt ing  m a n u f a c t u r e r s t  
i n v e n t o r i e s  o f  goods  d e s t i n e d  f o r  o u t - o f - s t a t e  s h i p m e n t .  T h e s e  
p r e l i m i n a r y  e s t i m a t e s  a r e  r e p o r t e d  on  b o t h  a c o u n t y  and s c h o o l  d i s t r i c t  
b a s i s  i n  T a b l e s  I1 and I11 r e s p e c t i v e l y .  

Method Ernploved i n  Makins P r o i e c t i o n s  f o r  T a b l e  I1 --
C o u n t i e s .  The C o l o r a d o  P u b l i c  E x p e n d i t u r e  C o u n c i l  r e q u e s t e d  t h e  
c o u n t y  a s s e s s o r s  t o  f u r n i s h  i n f o r m a t i o n  on a l l  m a n u f a c t u r e r s t  
i n v e n t o r i e s  e x c e e d i n g  a n  a v e r a q e  a s s e s s e d  v a l u a t i o n  o f ' $ 5 , 0 0 0  
( b a s e d  on 35 p e r  c e n t  of v a l u e ) .  T h e s e  f i g u r e s  a r e  r e p o r t e d  i n  
T a b l e  11, Column ( 2 ) .  The E x p e n d i t u r e  C o u n c i l  a l s o  s u r v e y e d  i n d u s t r y  
f o r  t h e  p u r p o s e  of o b t a i n i n g  f i g u r e s  on t h e  amount of f i n i s h e d  goods  
sh ipped  o u t - o f - s t a t e .  Column ( 4 )  of T a b l e  I1 c o n t a i n s  t h e  d o l l a r  amounts  
of t h e  a s s e s s e d  v a l u e  o f  goods  r e p o r t e d  t o  b e  s h i p p e d  o u t  o f  C o l o r a d o .  
A r e l a t i o n s h i p  be tween  t h e  i n v e n t o r i e s  r e p o r t e d  by t h e  c o u n t y  a s s e s s o r s  

1 6 .  Utah F r e e ~ o r t  F o r  Wes t e rn  D i s t r i b u t i o n ,  Frank  K .  S t u a r t ,  page  29 .  



and t h e  i n v e n t o r i e s  r e p o r t e d  b y  i n d u s t r y  i s  c o n t a i n e d  i n  Column ( 3 ) .  
S i n c e  t h e  s u r v e y  of  i n d u s t r y - i s  o n l y - p a r t i a l l y  comple t ed ,  a p e r c e n t a g e  
r e l a t i o n s h i p  i s  c a l c u l a t e d  LColumn i n  o r d e r  t o  p r o j e c t  a t o t p l
estimated a s s e s s e d  v a l u a t i o n  o f  i n v e n t o r i e s - s h i p p e d  o u t - s t a t e  LColumn 
(5y. Next ,  t h e  a v e r a g e  coun ty  m i l l  l e v y  LColumn ( 6 1 7  i s  a p p l i e d  a g a i n s t  
t h e  e s t i m a t e d  a s s e s s e d  v a l u a t i o n  of i n v e n t o r i e s  d e s t i n e d  f o r  o u t - o f - s t a t e  
d e l i v e r y ,  r e s u l t i n g  i n  t h e  a p p r o x i m a t e  amount o f  r e v e n u e s  d e r i v e d  from 
p r o p e r t y  t a x e s  on such  i n v e n t o r i e s  LColumn ( 7 U .  Column (8 )  c o n t a i n s  
a  p e r c e n t a g e  r e l a t i o n s h i p  between t h e  a s s e s s e d  v a l u a t i o n  o n  i n v e n t o r i e s  
d e s t i n e d  f o r  o u t - o f - s t a t e  d e l i v e r y  and t h e  t o t a l  a s s e s s e d  v a l u a t i o n  of 
t h e  c o u n t y ,  w h i l e  Column ( 9 )  r e f l e c t s  t h e  a v e r a g e  p e r  c e n t  change  i n  
c o u n t y  a s s e s s e d  v a l u a t i o n s  f rom 1959 t h r o u g h  1963.  

T a b l e  I11 -- S c h o o l  D i s t r i c t s .  I n  o r d e r  t o  d e t e r m i n e  w h e t h e r  
t h e  exempt ion  of i n v e n t o r i e s  d e s t i n e d  t o  b e  sh ipped  o u t - o f - s t a t e  migh t  
have  a n  a d v e r s e  e f f e c t  on s c h o o l  d i s t r i c t s ,  t h e  d a t a  c o n t a i n e d  i n  
T a b l e  I1 h a s  been r e - c a l c u l a t e d  on a  s c h o o l  d i s t r i c t  b a s i s .  G e n e r a l l y ,  
t h e  method employed i n  making t h e  p r o j e c t i o n s  f o r  T a b l e  111 i s  s i m i l a r  
t o  t h a t  o u t l i n e d  f o r  T a b l e  11. I t  may b e  no ted  t h a t  c o u n t i e s  w i t h  
s i n g l e  s c h o o l  d i s t r i c t s  a r e  n o t  r e p o r t e d  i n  T a b l e  111, and c o u n t i e s  i n  
which s u f f i c i e n t  d a t a  a r e  n o t  a v a i l a b l e  a l s o  a r e  n o t  r e p o r t e d .  

f e c t  o f  Fxe t i n a  F r e e p o r t  I n v e n t o r i e s  - - 
t o t a l  e s t i m a t e d  a s s e s z d  v a l u a t i o n  of p roposed  f r e e p o r t  i n v e n t o r i e s  
(home produced g o o d s )  i n  Co lo rado  amounts  t o  l e s s  t h a n  one  p e r  c e n t  of 
t h e  s t a t e - w i d e  p r o p e r t y  t a x  v a l u a t i o n .  On t h e  b a s i s  of m a n u f a c t u r e r s '  
i n v e n t o r i e s  e x c e e d i n g  $5 ,000  a s s e s s e d  v a l u a t i o n ,  t h e  t o t a l  f r e e p o r t  
i n v e n t o r y  i s  e s t i m a t e d  t o  b e  .762 p e r  c e n t  of C o l o r a d o ' s  p r o p e r t y  t a x  
v a l u a t i o n .  The e s t i m a t e d  r e v e n u e  d e r i v e d  from t h e  proposed  f r e e p o r t  
v a l u a t i o n  amounts  t o  a  l i t t l e  o v e r  1.8 m i l l i o n  d o l l a r s .  Of t h i s  amount,  
o v e r  7 5  p e r  c e n t  of t h e  t o t a l  r e v e n u e  -- $1,395 ,079  - - i s  d e r i v e d  from 
Adams ( $ 1 4 5 , 4 4 0 ) ,  Arapahoe ($133  6 7 2 ) ,  Denver  ( $ 6 8 5 , 2 1 2 ) ,  J e f f e r s o n  
($184. ,602) ,  and P u e b l o  ($246.1533 c o u n t i e s .  A l though  t h e s e  c o u n t i e s  
p roduce  t h e  ma jo r  p o r t i o n  o f  r e v e n u e s  f rom f r e e p o r t  v a l u a t i o n s ,  t h e  
p r o p o r t i o n  of  f r e e p o r t  v a l u a t i o n s  t o  c o u n t y  v a l u a t i o n s  i s  l e s s  t h a n  
one  p e r  c e n t  i n  Adams ( . 9 2 9  p e r  c e n t ) ,  Arapahoe ( . 7 5 9  p e r  c e n t )  and 
J e f f e r s o n  ( . a 9 8  p e r  c e n t )  c o u n t i e s ,  and i s  l e s s  t h a n  two p e r  c e n t  i n  
Denver (1 .061  p e r  c e n t )  and P u e b l o  ( 1 . 9 3 3  p e r  c e n t )  c o u n t i e s .  

On a  s t a t e - w i d e  b a s i s ,  t h e  p r o p o r t i o n  of f r e e p o r t  v a l u a t i o n  t o  
t o t a l  c o u n t y  a s s e s s e d  v a l u t i o n  r a n g e s  f rom a  n i g h  of 2 .68  p e r  c e n t  i n  
Sedgwick County  t o  z e r o  p e r  c e n t  i n  c o u n t i e s  n o t  r e p o r t i n g  any  i n v e n t o r i e s  
i n  e x c e s s  of $5 ,000  -- Baca, C h a f f e e ,  Cheyenne, C l e a r  C r e e k ,  C o n e j o s ,  
C o s t i l l a ,  C u s t e r ,  E a g l e ,  G i l p i n ,  Grand,  Gunnison ,  H i n s d a l e ,  Huer fano ,  
Kiowa, L i n c o l n ,  P a r k ,  P i t k i n ,  R o u t t ,  and  Washington c o u n t i e s .  Other  
c o u n t i e s  i n  which t h e  e s t i m a t e d  p e r  c e n t  o f  f r e e p o r t  v a l u a t i o n  e x c e e d s  
one p e r  c e n t  i n c l u d e  Lar imer  (1 .230  p e r  c e n t )  and Morgan (1.267 p e r  c e n t )  
c o u n t i e s .  

I t  may b e  i n t e r e s t i n g  t o  n o t e  t h a t  t h e  g rowth  i n  a s s e s s e d  
v a l u a t i o n  i n  t h e  c o u n t i e s  r e p o r t i n g  t h e  l a r g e s t  s h a r e  of f r e e p o r t  
r e v e n u e s  may more t h a n  o f f s e t  any  l o s s  i n  v a l u a t i o n  b e c a u s e  of t h e  
a d o p t i o n  of a f r e e p o r t  p r o p o s a l .  F o r  i n s t a n c e ,  t h e  a v e r a g e  g rowth  
i n  a s s e s s e d  v a l u a t i o n  from 1959 t o  1963 ,  i n  t h e s e  c o u n t i e s  i s  a s  
f o l l o w s :  Adams - 13.54 p e r  c e n t ;  Arapahoe  - 11.94 p e r  c e n t ;  Denver -
2 . 4 9  p e r  c e n t ;  J e f f e r s o n  - 1 6 . 2 1  p e r  c e n t ;  and P u e b l o  - 3 .36  p e r  c e n t .  
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County 

To ta l  Assessed 
Valuat ionl  
(add 000) 
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Reports on 

Valuation 05 
Inven to r i e s  

Per  Cent 
of Inv.  on 

Which Finished 
Goods Reported 

( 4
Reported 
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Value 
Inv. Shipp d  
o u t - s t a t e1 

( 5 )
T o t a l  Est.  
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Out-Sta t e  

Avg . 
County 

:~i1 1  revyl  

Est .  Rev. 
Derived From 
Inv. Shipped 

Out-Sta te  

( 81 
Per Cent  

( 9 )
Avg . 

Out -S ta t e  Pe r  Cent 
Inv . Change 

To T o t a l  In  Val. 
1Col .5 tCol .  1 )  (1959-19631 

Adams 
Alarnosa 
Arapahoe 
Archuleta 
Baca 

Bent 
Boulder 
Chaffee 
Cheyenne 
Clear  Creek 

Conejos 
C o s t i l l a  
Crowley 
Custer 
Delta 

I 

o 
, 

Denver 
Dolores 
Dwglas  
Eagle 
i l b e r t  

1,158.373 
5,544 

15.887 
11.973 
14,945 

26,851,700 
45.000 
N.A.  

136.060 
- - - 

61.a2 

100.00 

--- --- --- 

7.598.168 

34.379 

- -- --- --- 

12.290.793 

34,379 

--- --- --- 

55.75 
62.71 
61.57 
46.74 
50.25 

E l  Paso 
frernont 
Garfield 
Gilpin 
Gra nd 

Ggnnison 
tiinsdale 
Huerfano 
Jackson 
Jefferson 

Kiowa 
K i t  Carson 
Lake 
La P la t a  
Larimer 

Las ~ n i r n a s  
Lincoln 
Logan
:de s a  
, i inera l  



--- 

--- -- - 
--- 

T a b l e  I1 
( c o n t i n u e d )  

( 3 )  	 ( 4  ( 5 )  ( 8 )
Repor ted  T o t a l  E s t .  P e r  C e n t  Avg( 9 ) .

A s s e s s o r s  ' P e r  C e n t  Assessed  Assessed  E s t .  Rev. O u t - S t a t e  P e r  Cent  
T o t a l  Assessed  	 R e p o r t s  on o f  I n v .  on V a l u e  Value of Hvg. Der ived  From I n v  . Change

V a l u a t i o n  V a l u a t i o n  o  Which F i n i s h e d  Inv .  Shipped  I n v .  Shipped County Inv.  Shipped To T o t a l  I n  Val .  
(add 0 0 0 ) ~  I n v e n t o r i e s1 Goods R e ~ o r t e d  o u t - s t a t e 2  O u t - S t a t e  4Mi.11 ~ e v v l  O u t - S t a t e  

Ouray

Park 

P h i l l i p s  

P i t k i n  

Prowers 


Pueblo 8,812.370 

Rio Blanco 68,120 

Rio Grande 185,315 

R o u t t  

Saguache N.A. 


San Juan  
I San d i g u e l  


Sedgwick 429.002
- Summit 	 N.A. 
I T e l l e r  

Washington 

Weld 

Yuma 

T o t a l  o r  Per  Cent  


1. Source :  	 Tax Commission -- " F i f t y  F i r s t  Annual  Repor t . "  
2 .  Source :  	 Survey conducted by C o l o r a d o  P u b l i c  Expendi ture  C o u n c i l .  
3 .  Source:  	 Based on county v a l u a t i o n s  r e p o r t e d  i n  annual  r e p o r t  o f  Tax Commission. F i g u r e s  i n  p a r e n t h e s i s  r e f l e c t  a v e r a g e  d e c r e a s e .  
N.A. kiot ~ v a i l a b l e .  

-13 j C o l . 5 C o l . l )  



Table 111 

PRELItMINARY EST1,WTES OF THE EFFECT ON SCHOOL DISTRICTS OF 

EXEMPTING INVENTORIES OF GOODS DESTINED FOR DISTRIBUTION 


OUT -STATE FROM PROPERTY TAX ASSESSMENT 


( 1 )  ( 21 ( 3 )  ( 41 
Per Cent -, 

of Inv. t o  
Assessed E s t .  Inv.  Assessed 

County 
School 

D i s t r i c t  
Valuation 

of D i s t r i c t a  
Shipped 

o u t - s t a t e b  
Valuation 
(Co1.3t2) 

Adams 1 $ 38,044,350 3 362,892 .954% 
14 41,571,980 1,190,162 2.863 

J T  27 20,849,050 391,648 1.878 
J T  28 77,750,761 36,622 ,047 

50 51,848,870 72,628 ,140 

Arapahoe 1 
2 -23 

45,449,634 
3,894,433 

521,958 
29,145 

1.148 
.748 

5 40,285,008 64,062 ,159 
6 76,864,397 1,123,768 1.462 

Archuleta 5 0 5,087,959 (42,486 ) - - -  
Bent 2 

J T  -13 
4,595,457 
2,866,9041 

(7 ,350)  
(9 ,655)  

--- 
---  

Boulder 

Crowley ReJT 1 6,926,075 46,054 .665 

Elber t  

E l  Paso 

Fremont 

Graf i e l d  

K i t  Carson 

La P l a t a  

Larimer ReJT -2 
Re1 

Las Animas 

Logan 

Mesa 

Montezuma 

Montrose 



T d b l e  I11 
( c o n t i n u e d )  

County 

Morgan 

O t e r o  

Ouray 

P h i l l i p s  

Prowers  

Pueblo  

Rio  Blanco 

Rio  Grande 

Sedgwick 

Weld 

Yuma 

(1) 

Schoo1 

D i s t r i c t  


2 

3 


1 

2 


1 


Re 1JT 
Re 2JT 

13 

1 

2 

3 


60 

70 


4 


7 

8 


3 5 R  

N.A.  

1 


Asses sed  

V a l u a t i o n  


of D i s t r i c t a  


Est. Inv .  
Shipped 

o u t - ~ t a t e b  

( 4
P e r  Cent  

of Inv .  t o  
Assessed 
V a l u a t i o n  
( c 0 1 , 3 + 2 1  

a .  	 Source :  F i f t y - f i r s t  Annual R e p o r t  of t h e  Colorado  Tax Commission. 
b.  	 F i g u r e s  i n  p a r e n t h e s e s  i n d i c a t e  t o t a l  i n v e n t o r i e s  r e p o r t e d  by a s s e s s o r s .  

O u t - s t a t e  v a l u e s  a r e  n o t  a v a i l a b l e .  
N . H .  Not a v a i l a b l e .  



Of c o u r s e ,  some c o u n t i e s  have  s u s t a i n e d  a n  a v e r a g e  d e c r e a s e  i n  
a s s e s s e d  v a l u a t i o n  d u r i n g  t h e  same p e r i o d  -- Bent  ( . 3 2  p e r  c e n t ) ,  
Eag le  (1 .24  p e r  c e n t ) ,  J a c k s o n  (.08 p e r  c e n t ) ,  Las  Animas ( 1 . 6 4  p e r  
c e n t ) ,  M i n e r a l  ( 1 . 1 6  p e r  c e n t ) ,  Ouray  ( . 0 7  p e r  c e n t ) ,  R i o  Blanco  
( 4 . 8 3  p e r  c e n t ) ,  R o u t t  (1.88 p e r  c e n t ) ,  and T e l l e r  ( . 1 4  p e r  c e n t ) .  
However, f o r  t h e  mos t  p a r t ,  t h e s e  c o u n t i e s  d o  n o t  r e p o r t  s i g n i f i c a n t  
m a n u f a c t u r e r s '  i n v e n t o r i e s .  

G e n e r a l l y ,  a s  f a r  a s  c o u n t i e s  a r e  c o n c e r n e d ,  t h e  a d o p t i o n  of a 
f r e e p o r t  e q u i t y  program,  e s p e c i a l l y  on  a s l i d i n g  s c a l e  i n  which t h e  
a s s e s s e d  v a l u e  on f r e e p o r t  i n v e n t o r i e s  would b e  d e c r e a s e d  by f i v e  o r  
t e n  p e r  c e n t  p e r  y e a r  o v e r  a  t h r e e  t o  f i v e - y e a r  p e r i o d ,  may b e  a b s o r b e d  
by g rowth  i n  a s s e s s e d  v a l u a t i o n .  

F r e e p o r t  E a u i t v  i n  R e l a t i o n  t o  S c h o o l  D i s t r i c t s  

For  t h e  mos t  p a r t ,  t h e  a d o p t i o n  of  a f r e e p o r t  e q u i t y  program may 
n o t  a f f e c t  s c h o o l  d i s t r i c t s  a d v e r s e l y ,  w i t h  p o s s i b l y  o n e  e x c e p t i o n .  
Accord ing  t o  t h e  E x p e n d i t u r e  C o u n c i l  s u r v e y ,  s c h o o l  d i s t r i c t  35 R  i n  
Sedgwick c o u n t y  h a s  a n  e s t i m a t e d  f r e e p o r t  i n v e n t o r y  v a l u a t i o n  of  
$396,698,  and a t o t a l  s c h o o l  d i s t r i c t  p r o p e r t y  v a l u a t i o n  of  $4 ,470 ,860 .  
The p r o p o r t i o n  of f r e e p o r t  v a l u a t i o n  t o  t o t a l  s c h o o l  d i s t r i c t  v a l u a t i o n  
i s  8 . 8 7 3  p e r  c e n t .  I n  c o m p a r i s o n ,  s i m i l a r  p r o p o r t i o n s  i n  s c h o o l  d i s t r i c t s  
r e p o r t i n g  f a i r l y  h i g h  f r e e p o r t  v a l u a t i o n  p e r c e n t a g e s  r a n g e  between two 
and t h r e e  p e r  c e n t  o n l y .  T h e s e  s c h o o l  d i s t r i c t s  i n c l u d e :  Adams - 14 
( 2 . 8 6 3  p e r  c e n t  ; Boulde r  - JT-1  2.361 p e r  c e n t  ; Lar imer  - ReJT-2 
( 2 . 2 3 6  p e r  c e n t 1; Las Animas - 5 I2 . 4 0 1  p e r  c e n t  1; Morgan - 2 ( 2 . 8 0 1  
p e r  c e n t )  and 3 ( 2 . 6 3 5  p e r  c e n t ) ;  and P u e b l o  - 6 0  ( 2 . 0 6 9  p e r  c e n t ) .  

Thus ,  i t  would a p p e a r  t h a t  w i t h  t h e  e x c e p t i o n  of a s i n g l e  
d i s t r i c t  a  program of f r e e p o r t  e q u i t y  may n o t  have  a s e v e r e  i m p a c t  on 
p r o p e r t y  t a x  r e v e n u e s .  

A program of f r e e p o r t  e q u i t y  may b e  e n a c t e d  by t h e  G e n e r a l  
Assembly w i t h o u t  r e c o u r s e  t o  a c o n s t i t u t i o n a l  amendment. The a d o p t i o n  
of amendment number f i v e  a t  t h e  November 1962  g e n e r a l  e l e c t i o n  a p p e a r s  
t o  have  c l e a r e d  t h e  way f o r  t h e  G e n e r a l  Assembly t o  f i x  r a t i o s  on 
v a r i o u s  c l a s s e s  of p r o p e r t y .  F r e e p o r t  e q u i t y  c o u l d  b e  accompl i shed  by 
s e t t i n g  a  minimum r a t i o  of a s s e s s e d  v a l u e  t o  v a l u e  on a l l  f i n i s h e d  
goods  h e l d  i n  s t o r a g e  f o r  sh ipmen t  o u t - o f - s t a t e .  

A s t r i c t  f r e e p o r t  l aw  l i m i t e d  t o  g o o d s  i n  t r a n s i t ,  s h i p p e d  i n t o  
C o l o r a d o  f rom o u t - s t a t e  and hel'd i n  s t o r a g e  f o r  d e l i v e r y  o u t - o f - s t a t e ,  
a p p e a r s  t o  l a c k  u n i v e r s a l  a p p e a l  w i t h  C o l o r a d o ' s  b u s i n e s s  community. 
C o l o r a d o  m a n u f a c t u r e r s  a r e  conce rned  t h a t  a program of  f r e e p o r t  e q u i t y  
l i m i t e d  t o  i n - t r a n s i t  goods  may p l a c e  them i n  a n  u n d e s i r a b l e  p o s i t i o n  
b e c a u s e  of  t h e  t a x  a d v a n t a g e  t o  c o m p e t i t o ' r s  wa rehous ing  goods  i n  
Co lo rado .  

J m ~ a c t  of F r e e ~ o r ton  P r o w e r t v  T a x e s  N e q l i q i b l e ,  I f  t h e  
Co lo rado  G e n e r a l  Assembly e n a c t s  l e g i s l a t i o n  t o  implement  a l i b e r a l  
program of f r e e p o r t  e q u i t y ,  t h e  i m p a c t  on  t o t a l  a s s e s s e d  v a l u a t i o n  of  
p r o p e r t y  i s  e s t i m a t e d  t o  amount t o  less  t h a n  o n e  p e r  c e n t .  A f r e e p o r t  



program,  of  c o u r s e ,  would p r o b a b l y  amount t o  l ess  t h a n  o n e - t e n t h  o f  
o n e  p e r  c e n t  o f  t h e  t o t a l  a s s e s s e d  v a l u a t i o n  of  t h e  s t a t e .  However, 
a p rogram of f r e e p o r t  e q u i t y  may h a v e  a much g r e a t e r  e f f e c t  on  
i n d i v i d u a l  l o c a l  u n i t s  o f  gove rnmen t .  F o r  i n s t a n c e ,  t h e  p r e l i m i n a r y  
e s t i m a t e s  fr able 11) on  t h e  i m p a c t  o f  exemp t ing  f r e e p o r t  i n v e n t o r i e s  
of  C o l o r a d o  m a n u f a c t u r e r s  i n d i c a t e  t h a t  f i v e  c o u n t i e s  would show a  
m a n u f a c t u r e r s '  f r e e p o r t  v a l u a t i o n  i n  e x c e s s  of  o n e  p e r  c e n t  -- Denver  
( 1 . 0 6 1  p e r  c e n t ) ,  Lsrimer ( 1 . 2 3 0  p e r  c e n t ) ,  Morgan ( 1 . 2 6 7  p e r  c e n t ) ,  
P u e b l o  ( 1 . 9 3 3  p e r  c e n t ) ,  and Sedgwick  ( 2 . 6 8 0  p e r  c e n t ) .  A l s o ,  t h e  
a s s e s s e d  v a l u a t i o n  o f  f o u r t e e n  s c h o o l  d i s t r i c t s  r e p o r t e d  i n  T a b l e  I1 
would be  a f f e c t e d  by  a n  amount  e x c e e d i n g  one  p e r  c e n t  of t h e  t o t a l  
s c h o o l  d i s t r i c t  v a l u a t i o n .  F o r  e x a m p l e ,  s c h o o l  d i s t r i c t  3 5 R  ( ~ e d g w i c k  
C o u n t y )  may h a v e  a  m a n u f a c t u r e r s '  f r e e p o r t  v a l u a t i o n  e x c e e d i n g  e i g h t  
p e r  c e n t  of  t h e  t o t a l  s c h o o l  d i s t r i c t  v a l u a t i o n .  T h e  s c h o o l  d i s t r i c t  
w i t h  t h e  n e x t  h i g h e s t  p e r c e n t a g e  r a t i o  o f  m a n u f a c t u r e r s '  f r e e p o r t  
v a l u a t i o n  t o  t o t a l  s c h o o l  d i s t r i c t  v a l u a t i o n  i s  d i s t r i c t  14 (Adams 
C o u n t y )  -- 2 . 8 6 3  p e r  c e n t .  T h u s ,  t h e  s m a l l e r  t h e  t a x i n g  u n i t ,  t h e  
g r e a t e r  t h e  e f f e c t  a f r e e p o r t  p rog ram may have  o n  t h e  t a x  b a s e  of  t h e  
u n i t .  Of c o u r s e ,  t h e  t a x i n g  u n i t  m u s t  c o n t a i n  m a n u f a c t u r i n g  o r  
w a r e h o u s i n g  o p e r a t i o n s  b e n e f i t i n g  f r o m  p r o p o s e d  f r e e p o r t  l e g i s l a t i o n  
t o  b e  a d v e r s e l y  a f f e c t e d .  

F r e e p o r t  and I n d u s t r i a l  Deve lopment .  F r e e p o r t  l e g i s l a t i o n  
may, o r  may n o t ,  s t i m u l a t e  t h e  i n d u s t r i a l  d e v e l o p m e n t  o f  a community. 
Da t a  p r e s e n t e d  t o  t h e  Commit tee  a r e  n o t  c o n c l u s i v e  e i t h e r  i n  s u p p o r t  
of  f r e e p o r t  o r  opposed  t o  f r e e p o r t  a s  i t  r e l a t e s  t o  i n d u s t r i a l  
deve lopmen t .  F o r  i n s t a n c e ,  t h e  s t a t e s  s u r r o u n d i n g  C o l o r a d o  h a v e  
e n a c t e d  f r e e p o r t  l e g i s l a t i o n ,  b u t  t h e s e  s t a t e s  a r e  n o t  i n d u s t r i a l  s t a t e s  
and t h e i r  t a x  b a s e  may n o t  b e  a d v e r s e l y , ' a f f e c t e d  by s u c h  l e g i s l a t i o n .  
The s t a t e s  w i t h  t h e  mos t  l i b e r a l  f r e e p o r t  l a w s  i n c l u d e  A r i z o n a  and 
Nevada. Both o f  t h e s e  s t a t e s  a r e  l o c a t e d  i n  a  g e o g r a p h i c a l  p o s i t i o n  
c l o s e  t o  t h e  l a r g e  C a l i f o r n i a  m a r k e t s ,  making them l o g i c a l  s i t e s  f o r  
i n - t r a n s i t  w a r e h o u s e  o p e r a t i o n s .  The U tah  l e g i s l a t u r e  h a s  p l a c e d  
a p r o p o s e d  c o n s t i t u t i o n a l  amendment o n  t h e  b a l l o t  t o  imp lemen t  a  
f r e e p o r t  program.  U t a h  i s  i n  a  u n i q u e  p o s i t i o n  i n  t h a t  t h e  
C l e a r f i e l d  Nava l  S u p p l y  Depo t  i s  b e i n g  r e l e a s e d  f o r  t h e  b e n e f i t  of 
p r i v a t e  i n d u s t r y .  T h i s  huge  w a r e h o u s i n g  complex  i s  a n  added  a t t r a c t i o n  
t o  e n c o u r a g e  i n d u s t r y  t o  e s t a b l i s h  t h e i r  d i s t r i b u t i n g  o p e r a t i o n s  i n  
U t a h .  I n  summary, t h e  e f f e c t  o f  f r e e p o r t  l e g i s l a t i o n  on i n d u s t r i a l  
deve lopmen t  may depend  on  o t h e r  e x t e n u a t i n g  c i r c u m s t a n c e s .  

A b a s i c  p rob l em t o  be c o n s i d e r e d  i n  e v a l u a t i n g  a  f r e e p o r t  
p rogram i s  t h e  e r o s i o n  o f  t h e  t a x  b a s e ,  r e g a r d l e s s  o f  t h e  d e g r e e  o f  
i m p a c t  on t h e  t a x  b a s e .  F o r  i n s t a n c e ,  i f  t h e  a s s e s s e d  v a l u a t i o n  of  
f r e e p o r t  g o o d s  i s  set  a t  a  l o w e r  r a t e  t h a n  o t h e r  p r o p e r t y ,  w i l l  o t h e r  
g r o u p s  r e q u e s t  t h e  G e n e r a l  Assembly  t o  e n a c t  l e g i s l a t i o n  r e d u c i n g  t h e  
a s s e s s e d  v a l u e s  on t h e i r  c l a s s e s  o f  p r o p e r t y ?  



House J o i n t  R e s o l u t i o n  No. 25, 1 9 6 3  s e s s i o n ,  d i r e c t e d  t h e  
L e g i s l a t i v e  C o u n c i l  t o  c o n d u c t  a  s t u d y  of a l t e r n a t i v e  m e t h o d s  o f  
t a x i n g  m o b i l e  homes t o  a s s u r e  e q u i t a b l e  t a x a t i o n  of t h i s  c l a s s  o f  
p r o p e r t y .  The  c o m m i t t e e  a p p o i n t e d  by t h e  L e g i s l a t i v e  C o u n c i l  t o  c o n d u c t  
t h e  s t u d y  h e l d  t h r e e  m e e t i n g s ,  o n e  o f  w h i c h  was  d e v o t e d  t o  a h e a r i n g  
w i t h  members o f  t h e  m o b i l e  home i n d u s t r y ,  r e p r e s e n t a t i v e s  of C o u n t y  
C l e r k s '  and A s s e s s o r s '  A s s o c i a t i o n s ,  Tax  commission^, and Revenue 
D e p a r t m e n t  o f f i c i a l s .  

H i s t o r i c a l  D e v e l o ~ m e n t  o f  M o b i l e  Home T a x a t i o n  

I n  1 9 3 6 ,  a n  amendment t o  A r t i c l e  X ,  S e c t i o n  6 ,  C o l o r a d o  
C o n s t i t u t i o n ,  p r o v i d i n g  f o r  a s p e c i f i c  o w n e r s h i p  t a x  on  m o t o r  v e h i c l e s ,  
t r a i l e r s ,  and s e m i t r a i l e r s ,  was  a p p r o v e d  by t h e  p e o p l e .  T h e  
amendment,  i n  e f f e c t ,  s u b s t i t u t e d  t h e  s p e c i f i c  o w n e r s h i p  t a x  i n  p l a c e  
o f  t h e  p r o p e r t y  t a x  o n  m o t o r  v e h i c l e s  and t r a i l e r s  and p r o v i d e d  t h a t  
t h e  r e v e n u e  f r o m  t h e  t a x  b e  d i s t r i b u t e d  i n  t h e  same manner  a s  
p r o p e r t y  t a x  r e v e n u e s .  T h e  s p e c i f i c  o w n e r s h i p  t a x  i s  t h e  b a s i s  f o r  
t a x a t i o n  o f  m o b i l e  homes i n  C o l o r a d o  a l t h o u g h ,  i n  a  f e w  i n s t a n c e s ,  a 
m o b i l e  home owner may d e c l a r e  t h a t  h i s  h o u s e  t r a i l e r  i s  n o t  t o  b e  u s e d  
on  t h e  h i g h w a y s  a n d  may r e q u e s t  e x e m p t i o n  f r o m  t h e  s p e c i f i c  o w n e r s h i p  
t a x .  House  t r a i l e r s  exempt  f r o m  t h e  s p e c i f i c  o w n e r s h i p  t a x  a r e ,  o f  
c o u r s e ,  s u b j e c t  t o  p r o p e r t y  t a x e s .  

P r i o r  t o  t h e  a d o p t i o n  o f  t h e  c o n s t i t u t i o n a l  amendment 
c r e a t i n g  t h e  s p e c i f i c  o w n e r s h i p  t a x ,  a l a r g e  number o f  m o t o r  v e h i c l e  
owners  w e r e  e s c a p i n s  payment  o f  p r o p e r t y  t a x e s  on  t h e i r  v e h i c l e s .  I n  
O c t o b e r  of  1936, t h e  D e n v e r  P o s t  r e p o r t e d  t h a t  p r o p e r t y  t a x  r e v e n u e s  
w e r e  n o t  b e i n g  c o l l e c t e d  on a p p r o x i m a t e l y  o n e - h a l f  o f  t h e  r e g i s t e r e d  
m o t o r  v e h i c l e s  i n  C o l o r a d o .  T h i s  l a r g e  d i s p a r i t y  i n  t h e  c o l l e c t i o n  o f  
p r o p e r t y  t a x e s  o n  m o t o r  v e h i c l e s  s u g g e s t e d  t h e  need  f o r  c o u p l i n g  t h e  
a s s e s s m e n t  o f  t h e  p r o p e r t y  t a x  w i t h  r e g i s t r a t i o n  of t h e  v e h i c l e s .  T h e  
s p e c i f i c  o w n e r s h i p  t a x  p r o v i d e d  t h e  means  f o r  s i m p l i f i c a t i o n  o f  t h e  
a d m i n i s t r a t i o n  o f  t h e  p r o p e r t y  t a x  on  m o t o r  v e h i c l e s .  A l s o ,  t h e  t a x  
i s  d e s i g n e d  n e i t h e r  t o  i n c r e a s e  n o r  d e c r e a s e  t h e  amount  o f  r e v e n u e  t o  
b e  c o l l e c t e d ,  n o r  t o  c h a n g e ,  i n  a n y  way,  t h e  d i s t r i b u t i o n  o f  r e v e n u e  
c o l l e c t e d  f r o m  t h e  t a x a t i o n  o f  m o t o r  v e h i c l e s .  I n  o t h e r  w o r d s ,  t h e  
s p e c i f i c  o w n e r s h i p  t a x  i s  a s i m p l i f i e d  method o f  a d m i n i s t e r i n g  t h e  
p r o p e r t y  t a x  on m o t o r  v e h i c l e s .  

P r o b l e m s  of A d m i n i s t r a t i o n  o f  S p e c i f i c  owners hi^ Tax  on mobile Homes 

A l t h o u g h  t h e  s p e c i f i c  o w n e r s h i p  t a x  h a s  e x p e d i t e d  c o l l e c t i o n  
o f  r e v e n u e s  f rom m o t o r  v e h i c l e  o w n e r s ,  it h a s  n o t  b e e n  a s  s u c c e s s f u l  
i n  r e g d r d  t o  t h e  t a x a t i o n  o f  m o b i l e  homes.  F o r  e x a m p l e ,  m o t o r  v e h i c l e s  
a r e  i n  c o n t i n u o u s  u s e  o n  t h e  s t a t e  h i g h w a y s ,  n e c e s s i t a t i n g  c o m p l i d n c e  
w i t h  r e g i s t r a t i o n  r e q u i r e m e n t s ,  w h i l e  a  m o b i l e  home may r e m a i n  i n  o n e  
l o c a t i o n  f o r  a n  e x t e n d e d  p e r i o d  o f  t i m e ,  e n c o u r a g i n g  t h e  owner  t o  a v o i d  
r e g i s t e r i n g  t h e  v e h i c l e .  I f  t h e  v e h i c l e  i s  n o t  r e g i s t e r e d ,  t h e  s p e c i f i c  
o w n e r s h i p  t a x  i s  n o t  l e v i e d .  I n  s u c h  s i t u a t i o n s ,  t h e  c o u n t y  c l e r k  
may h a v e  t o  c o n t a c t  t h e  i n d i v i d u a l  m o b i l e  home o w n e r ,  i f  c o l l e c t i o n  o f  
t h e  s p e c i f i c  o w n e r s h i p  t a x  i s  t o  b e  made. 



S p e c i f i c  Ownership Tax P r e s e n t s  Enforcement  Problem,  Improved 
a d m i n i s t r a t i o n  o f  t h e  s p e c i f i c  owner sh ip  t a x ,  a s  it r e l a t e s  t o  m o b i l e  
homes, may b e  a c h i e v e d  by e n f o r c e m e n t  of p r e s e n t  l a w s ,  r a t h e r  t h a n  
by a d o p t i o n  of a new l aw.  Fo r  example ,  s e c t i o n s  1 3 - 1 4 - 3 ( 2 ) ( a )  and 
( b ) ,  1960  Perm. Supp. t o  CRS 1953,  r e q u i r e  t r a i l e r  pa rk  o p e r a t o r s  t o  
f i l e  a n  a n n u a l  r e p o r t  w i t h  t h e  c o u n t y  c l e r k s ,  l i s t i n g  t h e  v e h i c l e s  
l o c a t e d  i n  t h e  p a r k ,  t h e  l i c e n s e  numbers,  name and a d d r e s s  of  t h e  
owners ,  and p l a c e  of  employment of  t h e  owners .  I n  a d d i t i o n ,  p a r k  
o p e r a t o r s  must  f i l e  month ly  r e p o r t s  l i s t i n g  any  new t r a i l e r s  u s i n g  
pa rk  f a c i l i t i e s .  D u p l i c a t e  c o p i e s  of  t h e  r e p o r t s  a r e  ma i l ed  t o  t h e  
Department  of Revenue, and f a i l u r e  t o  comply w i t h  t h e  r e p o r t i n g  
r e q u i r e m e n t s  i s  a misdemeanor.  Thus ,  a s  f a r  a s  t h e  r e g i s t r a t i o n  of 
m o b i l e  homes i n  t r a i l e r  p a r k s  i s  c o n c e r n e d ,  it would a p p e a r  t h a t  t h e  
c o u n t y  c l e r k s  a r e  s u p p l i e d  w i t h  a d e q u a t e  i n f o r m a t i o n  t o  f o l l o w - u p  
on t h e  r e g i s t r a t i o n  o f  t h e s e  v e h i c l e s .  A l s o ,  s e c t i o n  1 3 - 5 - 2 3 ( 5 ) ( a ) ,  
1960 Perm. Supp. t o  CRS 1953,  r e q u i r e s  a l l  t r a i l e r  c o a c h e s  used 
e x c l u s i v e l y  f o r  t empora ry  o r  permanent  l i v i n g  q u a r t e r s ,  w h e t h e r  o r  n o t  
o p e r a t e d  on t h e  p u b l i c  h ighways ,  t o  pay  t h e  r e g i s t r a t i o n  f e e .  The 
coun ty  c l e r k s  have  t h e  a u t h o r i t y  t o  c o n t a c t  t h e  m o b i l e  home owners  i n  
t h e s e  p a r k s ,  and t o  c o l l e c t  r e g i s t r a t i o n  f e e s  and s p e c i f i c  owner sh ip  
t a x e s .  However, t h e  c o u n t y  c l e r k s  a p p a r e n t l y  f e e l  t h a t  t h e y  a r e  n o t  
en fo rcemen t  o f f i c e r s ,  and i n  some i n s t a n c e s  d e c l i n e  t o  a t t e m p t  t o  
r e g i s t e r  t h e s e  v e h i c l e s .  

M r .  Wi l l i am C a s s e l l ,  c h i e f  of  t h e  Motor V e h i c l e  D i v i s i o n ,  
Department  of Revenue,  r e p o r t s  t h a t  t h e  d i v i s i o n  h a s  urged  enforcement  
of t h e  s p e c i f i c  owner sh ip  t a x  on m o b i l e  homes. R e c e n t l y ,  t h e  d e p a r t -  
ment i s s u e d  a b u l l e t i n  s h w i n g  t h e  e f f e c t  of  improved a d m i n i s t r a t i o n  
of c o l l e c t i o n  of  t h e  s p e c i f i c  o w n e r s h i p  t a x  on m o b i l e  homes i n  a 
s e l e c t e d  g r o u p  of  c o u n t i e s  f o r  t h e  p u r p o s e  of  e n c o u r a g i n g  c o u n t y  c l e r k s  
t o  make an e f f o r t .  i n  t h e  c o l l e c t i o n  of  t h e  t a x  ( s e e  T a b l e  I V ) .  The 
b u l l e t i n  a l s o  s u g g e s t e d  t h e  f o l l o w i n g  means t o  e n f o r c e  c o l l e c t i o n  of  
t h e  s p e c i f i c  owner sh ip  t a x :  

I1To f u r t h e r  i n c r e a s e  t h e  r e g i s t r a t i o n  o f  m o b i l e  homes a 
summons may be i s s u e d  t o  any t r a i l e r  coach  o r  m o b i l e  home owner who 
h a s  f a i l e d  t o  r e g i s t e r  h i s  v e h i c l e  a s  p r o v i d e d  by law.  We s u g g e s t  t h a t  
County C l e r k s  s o l i c i t  t h e  c o o p e r a t i o n  of  t h e  D i s t r i c t  A t t o r n e y  and t h e  
l o c a l  s h e r i f f ' s  o f f i c e  i n  t h e  en fo rcemen t  of  t h i s  a c t .  I t  i s  a l s o  
s u g g e s t e d  t h a t  a g e n e r a l  n o t i c e  be g i v e n  i n  advarlce t h a t  a summons w i l l  
be i s s u e d  t o  a l l  mob i l e  home owners  who have  n o t  r e g i s t e r e d  and p a i d  
s p e c i f i c  owner sh ip  t a x .  I t  i s  f u r t h e r  s u g g e s t e d  t h a t  i f  a summons i s  
i s s u e d  and t h e  f e e  and t a x e s  a r e  p a i d  p r i o r  t o  such  owners  a p p e a r a n c e  
i n  J u s t i c e  of  t h e  Peace  C o u r t ,  an agreement  migh t  be  r e a c h e d  by t h e  
en fo rcemen t  o f f i c e r  and t h e  J u s t i c e  of t h e  P e a c e  whereby t h e  c h a r g e s  
would be d i s m i s s e d  upon t h e  payment of t h e  c o u r t  c o s t s .  

"It h a s  been  b r o u g h t  t o  o u r  a t t e n t i o n  t h a t  a number of 
c o u n t i e s  have  h i r e d  a n  e x t r a  employee o r  d e p u t i z e d  one  of  t h e i r  own 
employees  t o  f u r t h e r  t h e  c o l l e c t i o n  of  owner sh ip  t a x  on m o b i l e  homes." 
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COLORADO DEPARTMENT OF REVENUE 
Motor Vehic le  Div i s ion  

INCHEASE I N  REGISTRATIONS OF MOBILE HOMES I N  SELECTED COUNTIES 

1959 t h r u  	1962 


R e q i s t r a t i o n s  I n c r e a s e  % I n c r e a s e  

ADAMS 	 1959 1022 

1960 1383 361 

1961 2287 9  04 

1962 2690 	 403 


BOULDER 	 1959 637 

1960 932 

1961 1319 

1962 1549 


CHAFFEE 	 1959 130 

1960 119 11 Less 8.46% 

1961 133 14 11.76 

1962 192 59 44.36 


FREMONT 	 1959 213 

1960 349 136 63.85 

1961 326 23 Less 6.59 

1962 406 80 24.54 


LAKE 	 1959 67 

1960 96 

1961 105 

1962 135 


WELD 	 1959 423 

1960 605 

1961 642 

1962 760 


Adminis t ra t ion  of t h e  s p e c i f i c  ownership t a x  on mobile homes . 
loca ted  on i n d i v i d u a l  l o t s  r e q u i r e s  cons ide rab l e  e f f o r t  and expense 
f o r  t h e  countv c l e r k s .  I f  t h e  t a x  i s  t o  be enforced,  t h e  county 
c l e r k s  m u s t  make a f i e l d  c o n t a c t  of i n d i v i d u a l  mobile home owners. 
For i n s t a n c e ,  M r .  A.  A .  H a l l .  S t a t e  Tax Commissioner, r e p o r t s  t h a t  t h e  
Lake County commissioners have h i r e d  an i n d i v i d u a l  t o  c o n t a c t  mobile 
home owners i n  Lake County t o  be s u r e  t h a t  t hey  have paid t h e  s p e c i f i c  
ownership t a x .  The commissioners have taken  t h i s  a c t i o n  a s  a r e s u l t  
of t h e  expected i n f l u x  of c o n s t r u c t i o n  workers a s s o c i a t e d  wi th  t h e  
Fryingpan-Arkansas Reclamation P r o j e c t .  The commissioners i n  Lake 
County a r e  concerned wi th  t h e  impact t h e  p r o j e c t  w i l l  have on t h e  l o c a l  
school d i s t r i c t  i n  t h e  L e a d v i l l e  a r e a ,  e s p e c i a l l y  i f  t h e  f a m i l i e s  of 
t h e  c o n s t r u c t i o n  workers a r e  concen t ra ted  i n  mobile homes. 



Mobile  Home T a x a t i o n  i n  O t h e r  S t a t e s  

iflobile homes a r e  e x t r e m e l y  d i f f i c u l t  t o  t a x  b e c a u s e  of t h e i r  
d u a l  n a t u r e ,  i . e . ,  t h e y  a r e  c l o s e l y  a s s o c i a t e d  w i t h  t h e  a r e a  of  
t r a n s p o r t a t i o n  o r  highway use ,  w h i l e  a t  t h e  same t i m e  t h e y  may t a k e  on 
t h e  a s p e c t  o f  r e a l  p r o p e r t y  f o r  g e n e r a l  ad va lo rem t a x  p u r p o s e s .  The 
d u a l  r o l e  of m o b i l e  homes i s  r e f l e c t e d ,  t o  a l a r g e  e x t e n t ,  i n  t h e  t a x  
p o l i c i e s  o f  many s t a t e s .  

The f o l l o w i n g  e x c e r p t  f rom "The County  O f f i c e r , "  A p r i l  1963 ,  
may h i g h l i g h t  t h e  p rob lems  o f  t a x i n g  m o b i l e  homes t h a t  s t a t e  and l o c a l  
gove rnmen t s  a r e  f a c e d  w i t h :  

"From t h e  l e g a l  s t a n d p o i n t  t h e  t a x  s i t u a t i o n  a s  i t  a f f e c t s  
m o b i l e  homes f rom s t a t e  t o  s t a t e  i s  a m a g n i f i c e n t  j u n g l e  o f  
i n c o n s i s t e n c i e s .  Some s t a t e s  t a x  m o b i l e  homes a s  p e r s o n a l  p r o p e r t y .  
Some t a x  m o b i l e  homes a s  r e a l  p r o p e r t y  when t h e y  a r e  u sed  f o r  d w e l l i n g  
p u r p o s e s  and a r e  l o c a t e d  o u t s i d e  m o b i l e  home p a r k s .  To c o m p l i c a t e  t h e  
m a t t e r  f u r t h e r ,  r e a l  e s t a t e  t a x e s  a r e  c o l l e c t e d  i n  mos t  s t a t e s  w i t h o u t  
g r e a t  a d m i n i s t r a t i v e  d i f f i c u l t y ,  b u t  i n  many s t a t e s  t h e  c o l l e c t i o n  of 
p e r s o n a l  p r o p e r t y  f a x e s  i s  l i t t l e  s h o r t  of f a r c i a l .  Even though  
t h e  ad va lo rem ra te ,may be t h e  same f o r  b o t h ' r e a l  and  p e r s o n a l  p r o p e r t y  
t h e  r e l a t i v e  c e r t a i n t y  of  c o l l e c t i n g  r e a l  t a x e s  l e a d s  many o f f i c i a l s  
t o  a d v o c a t e  t h e  t a x a t i o n  of  m o b i l e  homes a s  r e a l t y .  

" L i c e n s e  and p e r m i t  f e e s  have  f r e q u e n t l y  been  u s e d .  The 
r e a s o n a b l e n e s s  of  s u c h  f e e s  i s  a l w a y s  a m a t t e r  of a rgumen t .  Monthly 
p a r k i n g  p e r m i t  f e e s  a r e  becoming i n c r e a s i n g l y  common. A t t e m p t s  t o  
l e v y  occupancy  t a x e s  a r e  n o t  unknown. 

"It  i s  t r u e  t h a t ,  i n  any  g i v e n  s t a t e ,  c o n s t i t u t i o n a l  o r  l e g a l  
b a r r i e r s  may b a r  a p a r t i c u l a r  fo rm of  t a x a t i o n .  But t h e  number of  
weapons i n  t h e  r e v e n u e - p r o d u c i n g  a r s e n a l  i s  s u f f i c i e n t  t h a t  any  s t a t e  
l e g i s l a t u r e ,  i f  i t  be s o  i n c l i n e d ,  may a d e q u a t e l y  arm i t s  u n i t s  o f  l o c a l  
government .  

"The m o b i l e  home p a r k o p e r a t o r ,  o f  c o u r s e ,  p a y s  a v a r i e t y  of 
t a x e s .  On t h e  l a n d  and t h e  p h y s i c a l  improvements ,  h e  p a y s  a r e a l  
e s t a t e  t a x .  He p a y s  t h e  u s u a l  b u s i n e s s  and o c c u p a t i o n a l  l i c e n s i n g  
t a x e s .  I f  t h e r e  a r e  s p e c i a l  a s s e s s m e n t s ,  such  a s  t h o s e  o f t e n  made 
f o r  road  o r  sewer  c o n s t r u c t i o n ,  h e  p a y s .  But  t h e  o p e r a t o r ' s  r e a l  
e s t a t e  t a x e s  a r e  a s s e s s e d  on what  i s  r e l a t i v e l y  unimproved l a n d ,  a t  
l e a s t  a s  compared,  f o r  i n s t a n c e ,  w i t h  a p a r t m e n t  h o u s e s .  Under such  
c i r c u m s t a n c e s ,  t h e  t o t a l  t a x  r e t u r n  f rom t h e  o p e r a t o r  c a n n o t  
a p p r o x i m a t e  t h e  v a l u e  of  t h e  p a r k  and t h e  v a l u e  of  t h e  i n d i v i d u a l  m o b i l e  
homes. 

"Where a m o b i l e  home owner  buys  a l o t  i n  a m o b i l e  home p a r k  
s u b d i v i s i o n  and he  p l a c e s  h i s  d w e l l i n g  u n i t  on i t ,  o t h e r  t a x  p rob lems  
a r e  r a i s e d .  I n  some i n s t a n c e s ,  a n  i n d i v i d u a l  buys  b o t h  t h e  l o t  and 
t h e  m o b i l e  home a l r e a d y  i n s t a l l e d  on t h e  l o t .  T h e s e  t y p e s  of o p e r a t i o n s  
a r e  g rowing ,  and t h e  prob lem i s  f a r  f rom a c a d e m i c .  Where ,mob i l e  homes 
a r e  t a x e d  a s  r e a l  p r o p e r t y ,  no immedia te  p r o b l e m s  a r i s e  e x c e p t  t h o s e  
t h a t  would a r i s e  n o r m a l l y  f rom r e a l  p r o p e r t y  a s s e s s m e n t  and t a x  
c o l l e c t i o n .  But s e v e r a l  s t a t e s ,  i n c l u d i n g  F l o r i d a  where  a  number o f  
t h e s e  s u b d i v i s i o n s  a r e  p r e s e n t l y  l o c a t e d ,  h a v e  homes tead  t a x  exempt ion  
p r o v i s i o n s .  Does a m o b i l e  home s i t u a t e d  on t h e  o w n e r ' s  own l o t  i n  such  



a  s u b d i v i s i o n  c o n s t i t u t e  a  'homestead? '  I n  F l o r i d a ,  t h e  answer 
a p p a r e n t l y  i s  ' y e s ;  ' i n  some j u r i s d i c t i o n s  t h e  q u e s t i o n  i s  f a r  from 
s e t t l e d .  

"Many c i t i e s  and towns l e v y  u t i l i t i e s  t a x e s .  Such t a x e s  
c a n n o t ,  of c o u r s e ,  b e  l e v i e d  on m o b i l e  homes a l o n e .  A g e n e r a l  u t i l i t i e s  
t a x  d o e s  r e a c h  m o b i l e  home owners  a s  w e l l  a s  t h o s e  l i v i n g  i n  c o n v e n t i o n a l  
d w e l l i n g s .  Sewer t a x e s ,  based  on numbers of hookups ,  would be v a l i d  
i n  most s t a t e s  a s  a p p l i e d  t o  m u l t i p l e  d w e l l i n g  o p e r a t i o n s  and would 
r e a c h  t h e  mob i l e  home pa rk  o p e r a t o r .  C e r t a i n l y ,  t o o ,  t h e r e  i s  no 
r e a s o n  why mob i l e  home p a r k s  shou ld  n o t  pay t h e i r  s h a r e  of  g a r b a g e  and 
t r a s h  c o l l e c t i o n  c o s t s .  

Fo r  p u r p o s e s  of comparing m o b i l e  home t a x a t i o n  i n  t h e  v a r i o u s  
s t a t e s ,  t h e  f o l l o w i n g  c l a s s e s  o r  c a t e g o r i e s  may b e  used., which a l s o  
r e f l e c t s  a n  a t t e m p t  by some s t a t e s  t o  c o l l e c t  f e e s  and t a x e s  f o r  b o t h  
highway and g e n e r a l  pu rposes !  

1 )  Twenty-four  s t a t e s  r e q u i r e  mob i l e  home owners  t o  pay 
b o t h  motor  v e h i c l e  r e g i s t r a t i o n  f e e s  and l o c a l  p r o p e r t y  t a x e s  --
Alabama, A l a s k a ,  Arkansas ,  C o n n e c t i c u t ,  G e o r g i a ,  I d a h o ,  I l l i n o i s ,  
I n d i a n a ,  Iowa, Kansas ,  Kentucky ( m o b i l e  homes on permanent  f o u n d a t i o n s  
a r e  c l a s s i f i e d  a s  r e a l  e s t a t e  and n o t  s u b j e c t  t o  r e g i s t r a t i o n ) ,  Maryland,  
M i s s o u r i ,  Montana ( m o b i l e  homes pe rmanen t ly  a t t a c h e d  t o  t h e  l a n d  a r e  
exempt f rom motor  v e h i c l e  r e g i s t r a t i o n ) ,  Nebraska ,  Nevada ( m o b i l e  homes 
o p e r a t e d  on t h e  highways a r e  s u b j e c t  t o  p e r s o n a l  p r o p e r t y  t a x e s  
c o l l e c t e d  by t h e  motor  v e h i c l e  d e p a r t m e n t ;  if m o b i l e  homes a r e  n o t  
o p e r a t e d  on t h e  highway, t h e n  t h e  t a x  i s  c o l l e c t e d  by t h e  c o u n t y  a u d i t o r ) ,  
New Hampshire,  Nor th  C a r o l i n a ,  Rhode I s l a n d ,  Texas ,  U tah ,  Vermont, 
V i r g i n i a ,  and West V i r g i n i a ;  

2 )  S i x  s t a t e s  r e q u i r e  motor  v e h i c l e  r e g i s t r a t i o n  f e e s  p l u s  
s p e c i a l  f e e s  o r  e x c i s e  t a x e s  -- M a s s a c h u s e t t s ,  Ohio ,  Oklahoma, South  
C a r o l i n a ,  Sou th  Dakota ,  and Wiscons in ;  

3 )  F o u r t e e n  s t a t e s  o f f e r  a l t e r n a t i v e  methods of t a x a t i o n , ,  
e i t h e r  t h e  mob i l e ,home  must pay highway r e g i s t r a t i o n  f e e s ,  o r  be 
a s s e s s e d  f o r  p r o p e r t y  t a x e s  -- A r i z o n a ,  COLORADO, F l o r i d a  ( a l s o  
p r o v i d e s  a homestead exempt ion  f o r  v e h i c l e s  n o t  used  o n  t h e  h i g h w a y s ) ,  
L o u i s i a n a ,  Maine, Michigan ,  Minneso ta ,  M i s s i s s i p p i ,  New J e r s e y ,  New 
Mexico, Nor th  Dakota ,  Oregon, P e n n s y l v a n i a ,  and Wyoming. 

4 )  T h r e e  s t a t e s  r e q u i r e  t h e  l i c e n s i n g  of a l l  mob i l e  homes i n  
l i e u  of ad va lo rem t a x e s  -- C a l i f o r n i a ,  Hawaii  ( n o  p e r s o n a l  p r o p e r t y  
t a x e s ) ,  and New York (may r e q u i r e  r e a l  p r o p e r t y  t a x e s  on v e h i c l e s  n o t  
r e g i s t e r e d  f o r  highway p u r p o s e s ) ;  and 

5 )  T h r e e  s t a t e s  may b e  c o n s i d e r e d  a s  m i s c e l l a n e o u s  -- Delaware,  
Texas ,  and Washington ( a n  e x c i s e  t a x  i s  l e v i e d  i n  a d d i t i o n  t o  o t h e r  
ad va lorem t a x e s ) .  

Impact  of Mobile  Homes on Local  Community 

The mob i l e  home h a s  deve loped  i n t o  a semipermanent  r e s i d e n c e  

f o r  o v e r  3.5 m i l l i o n  p e o p l e  i n  t h e  Un i t ed  S t a t e s .  The a v e r a g e  mob i l e  

home f a m i l y  c o n s i s t s  of 2.9 p e r s o n s  and l o c a t e s  i n  t h e  same s i t e  f o r  




a p p r o x i m a t e l y  27 m o n t h s .  T h e  i t a b i l i t y  o f  m o b i l e  homes c o u p l e d  w i t h  
t h e  d e v e l o p m e n t  o f  s i z e a b l e  m o b i l e  home p a r k s  i s  p l a c i n  a s u b s t a n t i a l  
b u r d e n  o n  community s e r v i c e s  i n  a number o f  l o c a l i t i e s . ?7 

"Mobi le  home o w n e r s  h a v e  n o t  a l w a y s  r e c o g n i z e d ,  o f  c o u r s e ,  
t h a t  w i t h  t h e  s h i f t  f r o m  m o b i l i t y  t o  more  o r  l e s s  p e r m a n e n t  r e s i d e n t i a l  
c h a r a c t e r i s t i c s ,  t h e  m o b i l e  home becomes p a r t  o f  t h e  t o t a l  h o u s i n g  
s u p p l y  of  t h e  communi ty .  Community t h i n k i n g  o n  t a x a t i o n  and  o n  s e r v i c e s  
w i l l  b e  r e l a t e d  t o  t h a t  i d e a .  The  m o b i l e  home a s  p a r t  o f  t h e  h o u s i n g  
s u p p l y  u s e s  s e r v i c e s  and o u g h t  t o  c o n t r i b u t e  t o  t h e i r  s u p p o r t .  I f  
t h e r e  a r e  c h i l d r e n ,  t h e y  w i l l  n e e d  s c h o o l i n g .  F i r e  p r o t e c t i o n  i s  a 
' m u s t '  f o r  m o b i l e  homes e v e n  w i t h  t h e i r  b a s i c a l l y  s t e e l  and  
a luminum c o n s t r u c t i o n .  "18 

Mayor A l f r e d  K r o g h ,  Commerce C i t y ,  summarized t h e  p r o b l e m s  
p r e s e n t e d  t o  l o c a l  g o v e r n m e n t s  by  m o b i l e  homes i n  a n  A p r i l  25, 1 9 6 3 ,  
l e t t e r  t o  t h e  L e g i s l a t i v e  C o u n c i l :  

' I . .  . 1. M o b i l e  homes a r e  l o c a t e d  on t h e  f r i n g e  o f  a 
m e t r o p o l i t a n  a r e a  b e c a u s e  o f  z o n i n g  r e s t r i c t i o n s  i n  t h e  h e a r t  c i t y  and 
d u e  t o  l a n d  a c r e a g e  c o s t s  t h a t  d r i v e  t h e m  t h i s  d i s t a n c e  f rom t h e  c e n t e r  
o f  t h e  m e t r o p o l i t a n  a r e a .  

"2. ~ V o b i l e  home c o u r t s  r e p r e s e n t  a n  i m p o s i t i o n  on t h e  s c h o o l  
d i s t r i c t  i n  w h i c h  t h e y  l o c a t e  b e c a u s e  o n l y  ) t h e  i m p r o v e d  p r o p e r t y  o n  
which  t h e y  l o c a t e  a d d s  t o  t h e  a s s e s s e d  v a l u a t i o n  o f  t h e  s c h o o l  d i s t r i c t .  
T h i s  a s s e s s e d  v a l u a t i o n  i s  t h e  b a s i s  f o r  b o n d i n g  t h e  s c h o o l  d i s t r i c t  
f o r  a d d i t i o n a l  s c h o o l  f a c i l i t i e s  t o  accommodate  c h i l d r e n  o f  t h e  m o b i l e  
homes. 

"The s c h o o l  t o  h o u s e  t h e s e  and  o t h e r  c h i l d r e n  i s  b u i l t  
t o  l a s t  f i f t y  y e a r s ;  b o n d s  t o  b u i l d  t h e  s c h o o l  a r e  p a i d  o f f  i n  a 
t w e n t y  y e a r  p e r i o d ;  t h e  m o b i l e  home i t s e l f ,  d e p r e c i a t i n g  t o  a minimum 
v a l u e  i n  s e v e n  y e a r s ,  h a s  a d d e d  n o t h i n g  t o  t h e  s c h o o l  d i s t r i c t  t a x  
b a s e  f o r  c o n s t r u c t i n g  a s c h o o l .  

"3. O n l y  a s m a l l  p o r t i o n  of  t h e  S p e c i f i c  O w n e r s h i p  t a x  p a i d  
by m o b i l e  home o w n e r s  i s  g i v e n  t h e  s c h o o l  d i s t r i c t  f o r  o p e r a t i o n  of  
i t s  s c h o o l s .  The  b a l a n c e  o f  t h i s  t a x  i s  awarded  t h e  numerous  o t h e r  
t a x i n g  b o d i e s  o f  t h e  c o u n t y .  I n  j u s t  a few y e a r s ,  a c c o r d i n g  t o  
e x i s t i n g  t a x  m e t h o d s ,  t h e  m o b i l e  home h a s  d e p r e c i a t e d  t o  a minimum t a x  
l e v e l  w h e r e  it r e m a i n s  f o r  t h e  b a l a n c e  o f  i t s  u s e f u l  l i f e .  I n  t h e  
m e a n t i m e ,  t h e r e  h a s  b e e n  no r e l a t i o n s h i p  b e t w e e n  l o c a l  t a x  n e e d s  and 
t h e  r e v e n u e  f r o m  t h i s  m o b i l e  home. 

" T h i s  s c h o o l  d i s t r i c t  a t  t h e  p r e s e n t  t ime m u s t  a t t e m p t  t o  p l a n  
f o r  c h i l d r e n  f r o m  a  4 0 0 - u n i t  m o b i l e  home c o u r t  a p p r o v e d  by t h e  Hdams 
C o u n t y  C o m m i s s i o n e r s .  T h e  c o u r t  w i l l  b e  c o n s t r u c t e d  o u t s i d e  t h e  
l i m i t s  o f  Commerce C i t y  b u t  w i t h i n  t h e  c o n f i n e s  of t h e  s c h o o l  d i s t r i c t  
i n c l u d i n g  a l l  of  Commerce C i t y .  

"The S c h o o l  Board  and  A d m i n i s t r a t o r s  p r o t e s t e d  t o  t h e  C o u n t y  
C o m m i s s i o n e r s  a g a i n s t  a l l o w i n g  t h i s  m o b i l e  home c o u r t  t o  b e  b u i l t .  
I t  i s  f e l t  t h a t  enough  m o b i l e  homes a r e  a l r e a d y  i n  t h i s  s c h o o l  d i s t r i c t ,  

1 7 .  	 M o b i l e  Homes, Z o n i n q  and  T a x e s ,  T .  H .  P i c k e n s  a n d  W .  B .  F i t z s i m m o n s ,  
p a g e  1. 

18. 	 T h e  C o u n t y  O f f i c e r ,  A p r i l ,  1 9 6 3 .  



and f u r t h e r  t h a t  t h e  p r e s e n t  i n e q u a l i t y  i n  t a x e s  s h o u l d  be  a d j u s t e d  
b e f o r e  t h e  p roposed  c o u r t  i s  b u i l t ,  T h i s  was a l l  t o  no a v a i l .  

"A 4 0 0 - u n i t  m o b i l e  home c o u r t  when f i l l e d  would r e q u i r e  a new 
s c h o o l ,  b u t  would add l i t t l e  t a x  b a s e  f o r  c o n s t r u c t i o n  o f  t h i s  s c h o o l .  
I t  i s  q u i t e  n a t u r a l  t h a t  t a x  p a y i n g  c i t i z e n s  o f  t h e  community would 
p r o t e s t  a g a i n s t  a d d i n g  new r e s i d e n t s  who come i n  w i t h o u t  a d d i n g  t o  
t h e  t a x  b a s e  and b r i n g  no o t h e r  form o f  s u p p o r t  t o  t h e  d i s t r i c t  a s  
i s  r e c e i v e d  from f e d e r a l  impac ted  s c h o o l  program unde r  P u b l i c  Laws 815 
and 8 7 4 . "  

S ~ e c i f i cOwnership Tax on Mobi le  Homes 

For  p u r p o s e s  of s p e c i f i c  o w n e r s h i p  t a x a t i o n ,  t h e  G e n e r a l  
Assembly h a s  e s t a b l i s h e d  two c l a s s e s  of  m o b i l e  homes:19 

" C l a s s  C )  A l l  t r a i l e r  c o a c h e s  o r  m o b i l e  homes used  i n  s e r v i n g  
t h e  p u b l i c  i n  t h e  b u s i n e s s  o f  t h e  t r a n s p o r t a t i o n  o f  p e r s o n s  o r  p r o p e r t y  
f o r  compensa t ion  a s  a  c a r r i e r  o v e r  any  p u b l i c  highway between f i x e d  
p o i n t s  o r  o v e r  e s t a b l i s h e d  r o u t e s ,  o r  o t h e r w i s e ,  w h e t h e r  s u c h  b u s i n e s s  
o r  t r a n s p o r t a t i o n  i s  engaged i n  o r  c o n t r a c t e d  by c o n t r a c t ,  o r  o t h e r w i s e . "  + 

" C l a s s  D )  A l l  t r a i l e r  c o a c h e s  o r  m o b i l e  homes n o t  used f o r  
h i r e  and n o t  i n c l u d e d  i n  C l a s s  C h e r e o f  ." 

The s p e c i f i c  o w n e r s h i p  t a x  on C l a s s  C m o b i l e  homes i s  d e t e r m i n e d  
a s  fol lows:*O 

1) The t a x  i s  based  on t h e  f a c t o r y  r e t a i l  p r i c e  of  t h e  
v e h i c l e ;  o r  

2 )  I f  t h e  f a c t o r y  r e t a i l  p r i c e  i s  n o t  a v a i l a b l e ,  t h e n  s e v e n t y -  
f i v e  p e r  c e n t  of  t h e  r e t a i l  d e l i v e r e d  p r i c e  of t h e  v e h i c l e ,  e x c l u s i v e  
of s t a t e  and l o c a l  s a l e s  t a x  . On t h e  a f o r e m e n t i o n e d  b a s e s  t h e  
f o l l o w i n g  r a t e s  a r e  a p p l i e d :  15 

Year  of Model 	 H a t e  

1st 	 3/'6 of 70;6 of v a l u e  
2 n d  	 I t  I1 II I! I! 

3 r d  	 It I1 11 I1 I t  

4 t h  	 3:'6 o f  50,';of  v a l u e  
5 t h  	 I1 I1 I t  11 I I  

6 t h  and ove rx  3/:6 o f  30% of v a l u e  

* A minimum t a x  o f  $15 .00  i s  l e v i e d .  

The s p e c i f i c  o w n e r s h i p  t a x  b a s e  on C l a s s  "D" m o b i l e  homes i s  

e i t h e r  t h e  f a c t o r y  r e t a i l  p r i c e  o r  75 p e r  c e n t  of  t h e  r e t a i l  d e l i v e r e d  

p r i c e ,  e x c l u s i v e  of  s a l e s  t a x e s .  The  b a s e  i s  t h e n  r e d u c e d  by 20 p e r  


1 9 .  13-5-4 1960  Perm. Supp.  t o  CRS 1953.  
20. 13 -5 -613) .  1960  Perm. Supp.  t o  CHS 1953.  
21 .  	 I b i d .  


- 32 -




c e n t  t o  compensa te  f o r  t h e  v a l u e  of  househo ld  f u r n i s h i n g s  22 The 
t a x  a p p l i e d  t o  t h e  C l a s s  l'D'l b a s e  i s  computed a s  f o l l o w s ..23  

Model Yea r  R a t e  

1st 4% of 55% of t a x  b a s e  
2nd II 11 5 0  11 11 II 

3 r d  11 II 45 II 11 n 

4 t h  II 11 4 0  II II II 

5 t h  11 3 0  11 II 
I1 

II 

6 t h  and ove r*  11 11 20 II 
11 

11 

* A minimum t a x  of  $15 .00  i s  l e v i e d .  

Comparison of Revenue Der ived  f rom S p e c i f i c  Ownership T a x e s  and 
P r o p e r t y  t a x e s  on  Mobi le  Homes 

Assuming t h a t  a m o b i l e  home i s  c l a s s i f i e d  a s  C l a s s  "Dl1 and 
t h e  f a c t o r y  r e t a i l  p r i c e  i s  $10 ,000  and t h e  v e h i c l e  i s  i n  i t s  f i r s t  
y e a r  o f  s e r v i c e ,  t h e  s p e c i f i c  o w n e r s h i p  t a x  i s  d e t e r m i n e d  by r e d u c i n g  
t h e  b a s e  by 20  e r  c e n t  f o r  househo ld  f u r n i s h i n g s  ( l e a v i n g  a t a x a b l e  
v a l u e  of $8 ,000 7 and a p p l y i n g  a t a x  r a t e  o f  f o u r  p e r  c e n t  o f  55 p e r  
c e n t  of t h e  t a x a b l e  v a l u e .  The t a x  l e v i e d  amounts  t o  $176. I n  
compar i son ,  i f  t h e  t r a i l e r  i s  p l a c e d  on t h e  p r o p e r t y  t a x  r o l l s ,  
assuming  t h e  same 2 0  p e r  c e n t  r e d u c t i o n  of t h e  t a x a b l e  v a l u e  f o r  
househo ld  f u r n i s h i n g s ,  and i t  i s  a s s e s s e d  a t  2 9 . 5  p e r  c e n t  of m a r k e t  
v a l u e  ( a v e r a g e  s t a t e - w i d e  s a l e s  r a t i o  f o r  s i n g l e  f a m i l y  d w e l l i n g s  -
1962)  and t h e  a v e r a g e  s t a t e  l e v y  of 6 0 . 9 4 1  m i l l s  i s  a p p l i e d ,  t h e  
p r o p e r t y  t a x  would r a i s e  a n  e s t i m a t e d  $144. On t h i s  b a s i s ,  t h e  p r o p e r t y  
t a x  would n o t  r a i s e  a s  much r e v e n u e  a s  t h e  s p e c i f i c  o w n e r s h i p  t a x ,  a t  
l e a s t ,  i n  t h e  f i r s t  y e a r  o f  a s s e s s m e n t .  M r .  A .  A .  H a l l  s t a t e d  t h a t  
t h e  d e c p r e c i a t i o n  r a t e  f o r  m o b i l e  homes e s t a b l i s h e d  unde r  t h e  s p e c i f i c  
owner sh ip  t a x  c l o s e l y  e s t i m a t e s  a c t u a l  a v e r a g e  d e p r e c i a t i o n  of t h e  
h o u s e  t r a i l e r s .  Mr. Dean J o s e p h  of T r a i l e r  F i n a n c e ,  Denver  r e p o r t s  
t h a t  t h e  a v e r a g e  m o b i l e  home d e p r e c i a t e s  a t  a r a t e  o f  a p p r d x i m a t e l y  
t e n  p e r  c e n t  f o r  t h e  f i r s t  y e a r ,  and f i v e  p e r  c e n t  f o r  e a c h  s u c c e e d i n g  
y e a r .  On t h i s  b a s i s ,  T a b l e  V p r o v i d e s  a  r o u g h  compar i son  of e s t i m a t e d  
r e v e n u e  d e r i v e d  f rom t h e  s p e c i f i c  o w n e r s h i p  t a x  on a $10 ,000  m o b i l e  
home compared t o  t h a t  wh ich  c o u l d  b e  r a i s e d  by t h e  a v e r a g e  c o u n t y  m i l l  
l e v y  on a  $10 ,000  m o b i l e  home. 

I t  may b e  n o t e d  f rom T a b l e  V t h a t  t h e  p r o p e r t y  t a x  d e r i v e s  
more r e v e n u e  t h a n  t h e  s p e c i f i c  o w n e r s h i p  t a x  a s  t h e '  a g e  o f  t h e  t r a i l e r  
i n c r e a s e s .  However, i n  t h e  s i x - y e a r  p e r i o d ,  a n  e s t i m a t e d  $49 more 
r e v e n u e  i s  d e r i v e d  f rom t h e  s p e c i f i c  o w n e r s h i p  t a x  t h a n  f rom a n  
a v e r a g e  p r o p e r t y  t a x .  

22 .  13-5-6 4 ) ( b ) ,  1960  Perm. Supp.  t o  CRS 1953 .  
23 .  13-5-6 4 ) ( c ) ,  1960 Perm. Supp.  t o  CRS 1953 .  



T a b l e  V 

SIX Y W  COMPARISON OF REVENUE - CLASS "D" MOBILE HOME, 

VALUE AT $10,000-SPECIFIC OWNERSHIP TAX AND PROPEFtTY TAX* 


Es t ima ted  Revenue Based 
o n ,  $10,000 Mobi le  Home 

Year of Mobile  Homes S ~ e c i f i cowners hi^ Tax P r o w e r t v  Tax 

T o t a l  

* 	 Computat ion of  t h e  p r o p e r t y  t a x e d  based  on t e n  p e r  c e n t  d e p r e c i a t i o n  
f o r  t h e  f i r s t  y e a r  - f i v e  p e r  c e n t  f o r  each  s u c c e e d i n g  y e a r .  
P r o p e r t y  t a x  based  on s t a t e  a v e r a g e  of  60 .941  m i l l s  and a v e r a g e  
s a l e s  r a t i o  of 2 9 . 5  p e r  c e n t  o f  m a r k e t  v a l u e .  Computa t ions  based  
on f a c t o r y  r e t a i l  p r i c e  o f  $10 ,000 .  

S i n s l e - F a m i l y  D w e l l i n s  C o n t r i b u t e s  More t o  Tax Base t h a n  
Mobile  Home. I f  a compar ison  of l o c a l  t a x  s u p p o r t  i s  e s t i m a t e d  f o r  
an i n d i v i d u a l  i n v e s t i n g  $10 ,000  i n  a  m o b i l e  home and a n  i n d i v i d u a l  
i n v e s t i n g  $10 ,000  i n  a s i n g l e - f a m i l y  d w e l l i n g  ($8,000 on t h e  house  and 
$2 ,000  on f u r n i s h i n g s ) ,  t h e  s i n g l e - f a m i l y  d w e l l i n g  a b s o r b s  a g r e a t e r  
t a x  bu rden .  Fo r  i n s t a n c e ,  t h e  d e p r e c i a t i o n  on a  new s i n g l e - f a m i l y  
d w e l l i n g  i s  n e g l i g i b l e  t h e  f i r s t  f i v e  y e a r s .  Thus ,  i f  a  d w e l l i n g  i s  
purchased  f o r  $8,000, t h e  p r o p e r t y  owner would pay a b o u t  $144 p e r  y e a r  
i n  t a x e s ,  based  on an  a v e r a g e  m i l l  l e v y  of 60 .941  m i l l s  and a n  a v e r a g e  
a s s e s s e d  v a l u a t i o n  of  2 9 . 5  p e r  c e n t  of  marke t  v a l u e .  Over a  s i x - y e a r  
p e r i o d ,  t h i s  would amount t o  $864 i n  ad  va lorem t a x e s ,  w h i l e  t h e  
mob i l e  home owner would b e  c o n t r i b u t i n g  $768 i n  s p e c i f i c  ownersh ip  
t a x e s .  Obv ious ly ,  t h e  m o b i l e  home w i l l  c o n t i n u e  t o  d e p r e c i a t e  a t  a 
much f a s t e r  r a t e  t h a n  a house ;  c o n s e q u e n t l y ,  o v e r  a  l o n g e r  p e r i o d  
of t i m e  t h e  t a x  d i f f e r e n c e  w i l l  become g r e a t e r .  However, a t  t h e  end 
of t e n  t o  f i f t e e n  y e a r s  t h e  m o b i l e  home may w e l l  be  w o r t h l e s s  w h i l e  
t h e  normal house  w i l l  m a i n t a i n  c o n s i d e r a b l e  v a l u e .  

I n  v i ewing  t h e o r e t i c a l  compar i sons  c o n c e r n i n g  s p e c i f i c  ownersh ip  
and p r o p e r t y  t a x e s ,  c o n s i d e r a t i o n  s h o u l d  b e  g i v e n  t o  t h e  b a s i c  problem 
t h a t  p r o p e r t y  t a x a t i o n  d o e s  n o t  r e f l e c t  s e r v i c e s  r e n d e r e d  by l o c a l  
government b u t  i s  an  a s s e s s m e n t  a g a i n s t  t h e  v a l u e  o f  t h e  p r o p e r t y .  

P r o o e r t v  Tax Assessment  of Mobi le  Homes. A s  p r e v i o u s l y  
ment ioned ,  S e c t i o n  1 3 - 5 - 2 3 ( 5 ) ( a ) ,  1960 Perm. Supp. t o  CRS 1953,  
r e q u i r e s  t h e  r e g i s t r a t i o n  of a l l  m o b i l e  homes, r e g a r d l e s s  o f  w h e t h e r  
t h e y  a r e  used on t h e  h ighways .  However, Wi l l i am C a s s e l l ,  c h i e f  of 
t h e  hlotor V e h i c l e  D i v i s i o n ,  Depar tment  of Revenue,  r e p o r t s  t h a t  t h e  
d e p a r t m e n t  h a s  i s s u e d  a d i r e c t i v e  t o  t h e  e f f e c t  t h a t  a  m o b i l e  home 
owner may b e  r e l e a s e d  from r e g i s t e r i n g  h i s  home, i f  h e  s i g n s  a 
s t a t e m e n t  t h a t  t h e  house  t r a i l e r  i s  n o t  t o  b e  used  on t h e  s t a t e  highways 
and i s  n o t  t o  b e  s o l d  a s  a  m o b i l e  home. I f  t h e  home owner t a k e s  t h i s  
a c t i o n ,  t h e  t r a i l e r  i s  s u b j e c t  t o  p r o p e r t y  t a x a t i o n .  



The s i g n i f i c a n t  d i f f e r e n c e  be tween  the  s p e c i f i c  o w n e r s h i p  t a x  
and t h e  p r o p e r t y  t a x  may b e  i n  t h e  method of  d i s t r i b u t i o n  of r e v e n u e .  
A l though  A r t i c l e  X ,  S e c t i o n  6 ,  C o l o r a d o  C o n s t i t u t i o n ,  r e q u i r e s  t h e  
s p e c i f i c  o w n e r s h i p  t a x  t o  be  d i s t r i b u t e d  i n  t h e  same manner  a s  p r o p e r t y  
t a x e s ,  t h i s  i s  n o t  t h e  c a s e  i n  a  f ew  c o u n t i e s .  F o r  i n s t a n c e ,  a l t h o u g h  
t h e  A t t o r n e y  G e n e r a l  r e c e n t l y  i s s u e d  a n  o p i n i o n  t o  t h e  e f f e c t  t h a t  t h e  
s p e c i f i c  o w n e r s h i p  t a x  o u g h t  t o  be d i s t r i b u t e d  a c c o r d i n g  t o  t h e  s i t u s  
o f  t h e  p r o p e r t y ,  Adarns Coun ty  d i s t r i b u t e s  t h e  f u n d s  on  t h e  b a s i s  o f  
t o t a l  c o l l e c t i o n s  i n  t h e  c o u n t y .  T h u s ,  i f  a m o b i l e  home p a r k  i s  
l o c a t e d  i n  o n e  s c h o o l  d i s t r i c t ,  r e v e n u e  f r o m  t h e  s p e c i f i c  o w n e r s h i p  
t a x  on  t h e  m o b i l e  homes i n  t h a t  p a r k  may b e  d i s t r i b u t e d  t o  a l l  t h e  
s c h o o l  d i s t r i c t s  i n  t h e  c o u n t y .  

D i s t r i b u t i o n  o f  S p e c i f i c  owners hi^ T a x e s .  The  Revenue  D e p a r t -  
ment r e p o r t s  t h a t  t h e  c o u n t i e s  o f  Adams, B o u l d e r ,  J e f f e r s o n ,  G i l p i n ,  
and M i n e r a l  a r e  n o t  u t i l i z i n g  t h e  d a t a  p r o c e s s i n g  f a c i l i t i e s  o f  t h e  
Revenue Depa r tmen t  f o r  t h e  p u r p o s e  o f  a l l o c a t i n q  r e v e n u e s  f rom s p e c i f i c  
o w n e r s h i p  t a x  c o l l e c t i o n s  t o  t h e  v a r i o u s  p o l i t i c a l  s u b d i v i s i o n s  w i t h i n  
t h e  c o u n t y .  I n  r e g a r d  t o  t h e  s p e c i f i c  o w n e r s h i p  t a x  d i s t r i b u t i o n  t o  
s c h o o l  d i s t r i c t s ,  of  t h e  a f o r e m e n t i o n e d  c o u n t i e s ,  G i l p i n ,  J e f f e r s o n ,  
and M i n e r a l  would n o t  b e  a f f e c t e d  b e c a u s e  t h e y  a r e  o n e  d i s t r i c t  
c o u n t i e s .  

tidams and B o u l d e r  c o u n t i e s  a r e  m u l t i - d i s t r i c t  c o u n t i e s  and 
t h e  d i s t r i b u t i o n  o f  s p e c i f i c  o w n e r s h i p  t a x e s  t o  t h e  s c h o o l  d i s t r i c t s  
i n  t h e s e  c o u n t i e s  c o u l d  b e  a f f e c t e d  by t h e  method u t i l i z e d .  F o r  
i n s t a n c e ,  t h e  f o l L o w i n g  t a b l e s  summar i ze s  t h e  ' d i s t r i b u t i o n  o f  a 
s p e c i f i c  o w n e r s h i p  t a x  o f  $100 f o r  a m o b i l e  home l o c a t e d  i n  B o u l d e r  
C o u n t y ,  u t i l i z i n g  two me thods  o f  d i s t r i b u t i o n  - - 1) a c c ~ r d i n g  t o  t h e  
s i t u s  o f  t h e  v e h i c l e ;  and  2 )  a c c o r d i n g  t o  t o t a l  ad  v a l o r e m  t a x e s  l e v i e d .  

T a b l e  VI 

COMPARISON OF TWO METHODS OF DISTRIBUTION OF 
SPECIFIC OWNERSHIP TAXES a ax of  $100 )  

D i s t r i b u t i o n  
D i s t r i b u t i o n  Ba s e d  On 

On T o t a l  Ad Valorem 
P o l i t i c a l  S u b d i v i s i o n  B a s i s  o f  S i t u s  T a x e s  Lev i ed  

B o u l d e r  $12 .32  
S c h o o l  D i s t r i c t  Re 2 4 4 . 8 2  
Coun ty  G e n e r a l  Fund 1 9 . 2 2  
Coun ty  S c h o o l  Fund 2 0 . 9 9  
S t a t e  2.65 
( ~ o ti n  t h e  ~ o l i t i c a l  s u b d i v i s i o n  
' i n  which  v e L i c l e  i s  l o c a t e d )  

T o t a l  $100 .00  

The a b o v e  c o m p a r i s o n  o f  a t h e o r e t i c a l  d i s t r i b u t i o n  o f  s p e c i f i c  
o w n e r s h i p  r e v e n u e s  may i l l u s t r a t e  t h e  p o i n t  t h a t  a m o b i l e  home p a r k  
l o c a t e d  i n  a g i v e n  s c h o o l  d i s t r i c t  c o u l d  b e  c o n t r i b u t i n g  a s i g n i f i c a n t  
amount of r e v e n u e s  t o  o t h e r  s c h o o l  d i s t r i c t s  a t  t h e  e x p e n s e  o f  t h e  
d i s t r i c t  i n  wh ich  i t  i s  l o c a t e d .  



C o n c l u s i o n s  

The  t a x a t i o n  o f  m o b i l e  homes p r e s e n t s  a  p e r p l e x i n g  p r o b l e m  
b e c a u s e  o f  t h e  d u a l  n a t u r e  o f  t h e  homes,  i . e . ,  t h e  homes a r e  u t i l i z e d  
a s  r e a l  p r o p e r t y  f o r  p e r m a n e n t  and  s e m i p e r m a n e n t  l i v i n g  q u a r t e r s ,  
w h i l e  a t  t h e  same time m o b i l e  homes f r e q u e n t  t h e  p u b l i c  h i g h w a y s .  
I n  C o l o r a d o ,  t h e  t a x a t i o n  o f  m o b i l e  homes h a s  b e e n  i m p l e m e n t e d  t h r o u g h  
s p e c i f i c  o w n e r s h i p  t a x e s  and  a d  v a l o r e m  t a x e s ,  f r e q u e n t l y  r e s u l t i n g  
i n  c o n f l i c t  o f  r e s p o n s i b i l i t y  b e t w e e n  t h e  c o u n t y  c l e r k  and  a s s e s s o r .  
A s  a c o n s e q u e n c e ,  some m o b i l e  homes may b e  e s c a p i n g  t a x a t i o n .  A 
r e v i e w  of  t h e  m o b i l e  home t a x  l a w s  i n  o t h e r  s t a t e s  a l s o  i n d i c a t e s  
s i m i l a r  i n c o n s i s t e n c i e s  and l a c k  o f  a n  e f f e c t i v e  s o l u t i o n  t o  t h e  
p r o b l e m .  

O t h e r  c o n c l u s i o n s  t h a t  may b e  d r a w n  f r o m  t h e  s t u d y  a r e :  

1 )  m o b i l e  homes a r e  a d i r e c t  b u r d e n  t o  l o c a l  u n i t s  o f  
g o v e r n m e n t ,  d e s p i t e  t h e  f a c t  t h a t  m o b i l e  home o w n e r s  may c o n t r i b u t e  
s i g n i f i c a n t  m o n i e s  t o  t h e  economy, b e c a u s e  l o c a l  g o v e r n m e n t s  a r e  
s u p p o r t e d ,  f o r  t h e  m o s t  p a r t ,  by  p r o p e r t y  t a x e s :  

2 )  i n  t h e  e v e n t  m o b i l e  homes a r e  a s s e s s e d  a d  v a l o r e m  t a x e s ,  
t h e  v a l u e  o f  t h e  a v e r a g e  home i s  n o t  s u f f i c i e n t  t o  r a i s e  a n  amount  o f  
r e v e n u e  e q u a l  t o  t h a t  w h i c h  may b e  r a i s e d  on a n  a v e r a g e  s i n g l e  f a m i l y  
d w e l l i n g ;  

3 )  p r o p e r t y  t a x e s  a r e  n o t  d e s i g n e d  t o  r e f l e c t  s e r v i c e s  r e n d e r e d ,  
a b i l i t y  t o  p a y ,  e t c . ;  

4 )  t h e  s p e c i f i c  o w n e r s h i p  t a x  on  m o b i l e  homes i n  C o l o r a d o  

a p p e a r s  t o  be e q u i t a b l e  i n  r e l a t i o n  t o  t a x e s  on  o t h e r  p r o p e r t y ;  


5 )  t h e  p r i m a r y  p r o b l e m  o f  m o b i l e  home t a x a t i o n  i n  C o l o r a d o  
may be t h e  e n f o r c e m e n t  o f  t h e  s p e c i f i c  o w n e r s h i p  t a x  on  m o b i l e  
homes.  

MOBILE EQUIPMENT 

I n  t h e  c o n d u c t  o f  t h e  s t u d y ,  t h e  c o m m i t t e e  on  P r o p e r t y  Tax 
h e l d  t h r e e  m e e t i n g s  t o  r e v i e w  t h e  p r o b l e m  of  t h e  t a x a t i o n  o f  m o b i l e  
e q u i p m e n t  a s  d i r e c t e d  by House  J o i n t  R e s o l u t i o n  Number 25. One m e e t i n g  
was  d e v o t e d  t o  a  h e a r i n g  w i t h  members o f  i n d u s t r y  and o f f i c i a l s  
a d m i n i s t e r i n g  t h e  s p e c i f i c  o w n e r s h i p  and  a d  v a l o r e m  t a x e s  o n  m o b i l e  
and mounted e q u i p m e n t .  T e s t i m o n y  a t  t h e  m e e t i n g  i n d i c a t e d  a  l a c k  o f  
c o m m u n i c a t i o n  among t h e  o f f i c i a l s  a d m i n i s t e r i n g  t h e  p r o g r a m  of  t a x a t i o n  
o f  s p e c i a l  e q u i p m e n t .  C o n s e q u e n t l y ,  t h e  c o m m i t t e e  d i r e c t e d  t h e  
a p p o i n t m e n t  of  a n  a d v i s o r y  c o m m i t t e e  c o n s i s t i n g  o f  r e p r e s e n t a t i v e s  o f  
t h e  Tax Commiss ion ,  C o u n t y  C l e r k s  ' A s s o c i a t i o n ,  C o u n t y  A s s e s s o r s '  
A s s o c i a t i o n ,  and  D e p a r t m e n t  o f  Revenue t o  r e v e i w  and recommend 
l e g i s l a t i o n  t o  c l a r i f y  r e s p o n s i b i l i t y  f o r  c o l l e c t i o n  and e n f o r c e m e n t  
o f  t a x e s  on m o b i l e  and mounted e q u i p m e n t .  



S i n c e  t h e  e n a c t m e n t  i n  1936 o f  A r t i c l e  X, S e c t i o n  6 ,  C o l o r a d o  
C o n s t i t u t i o n ,  m o b i l e  e q u i p m e n t  ( d r i l l  r i g s ,  c r a n e s ,  l o a d e r s ,  a i r  
c o m p r e s s o r s ,  e t c . )  h a s  b e e n  s u b j e c t  e i t h e r  t o  t h e  s p e c i f i c  o w n e r s h i p  
t a x  o r  t o  t h e  p r o p e r t y  t a x .  G e n e r a l l y ,  t h e  t a x a t i o n  o f  m o b i l e  
e q u i p m e n t  p r e s e n t s  p r o b l e m s  s i m i l a r  t o  t h o s e  o f  m o b i l e  home t a x a t i o n .  
F o r  e x a m p l e ,  t h e  a d m i n i s t r a t i o n  o f  t a x e s  on  m o b i l e  e q u i p m e n t  i s  a 
d u a l  r e s p o n s i b i l i t y  o f  b o t h  t h e  c o u n t y  c l e r k  a n d  a s s e s s o r ;  t h e  p r o p e r t y  
may be u s e d  i n  a number o f  d i f f e r e n t  c o u n t i e s  o r  v a r i o u s  l o c a t i o n s  
i n - s t a t e  and o u t - o f - s t a t e  i n  a g i v e n  y e a r ,  making i t  e x t r e m e l y  d i f f i c u l t  
f o r  t h e  c o u n t i e s  t o  l e v y  a t a x  on  t h e  e q u i p m e n t ;  a n d  i f  t h e  e q u i p m e n t  
i s  e x c l u d e d  f r o m  p r o p e r t y  t a x a t i o n ,  b e c a u s e  t h e  owner e l e c t s  t o  p a y  a 
s p e c i f i c  o w n e r s h i p  t a x ,  t h e  amount  o f  r e v e n u e  c o l l e c t e d  u n d e r  t h e  
s p e c i f i c  o w n e r s h i p  t a x  may be f a r  less  t h a n  t h a t  w h i c h  c o l ~ l d  be 
a s s e s s e d  u n d e r  t h e  p r o p e r t y  t a x .  

L e g a l  B a s i s  f o r  C o l l e c t i o n  o f  S p e c i f i c  O w n e r s h i p  Tax on M o b i l e  
Equ ipment .  A r t i c l e  X ,  S e c t i o n  6 ,  o f  t h e  C o l o r a d o  C o n s t i t u t i o n  p r o v i d e s '  
f o r  t h e  e s t a b l i s h m e n t  o f  a s p e c i f i c  o w n e r s h i p  t a x  i n  l i e u  o f  p r o p e r t y  
t a x e s  on motor  v e h i c l e s ,  t r a i l e r s  a n d  s e m i t r a i l e r s .  I n  c a r r y i n g  o u t  
t h e  manda te  of  t h e  c o n s t i t u t i o n ,  t h e  G e n e r a l  Assembly  a d o p t e d  l e g i s l a -  
t i o n  r e q u i r i n g  t h e  r e g i s t r a t i o n  o f  a l l  m o t o r i z e d '  e q u i p m e n t  s e d  on  t h e  
s t a t e  h i g h w a y s ,  c l a s s i f y i n g  v e h i c l e s  i n t o  f o u r  c a t e g o r i e s :  2# 

C l a s s  "A" -- Any m o t o r  v e h i c l e ,  t r a i l e r ,  o r  
s e m i t r a i l e r  u s e d  i n  s e r v i n g  t h e  p u b l i c  i n  t h e  b u s i n e s s  
o f  t h e  t r a n s p o r t a t i o n  of p e r s o n s  o r  p r o p e r t y  f o r  com-
p e n s a t i o n  a s  a  c a r r i e r  o v e r  a n y  p u b l i c  h ighway  b e t w e e n  
f i x e d  p o i n t s  o r  o v e r  e s t a b l i s h e d  r o u t e s ,  o r  o t h e r w i s e ,  
w h e t h e r  s u c h  b u s i n e s s  o r  t r a n s p o r t a t i o n  i s  e n g a g e d  i n  ' 

o r  c o n t r a c t e d  by c o n t r a c t ,  o r  o t h e r w i s e .  

C l a s s  "B" -- A l l  m o t o r  v e h i c l e s ,  t r a i l e r s ,  or  
s e m i t r a i l e r s  n o t  u s e d  f o r  h i r e  a n d  n o t  i n c l u d e d  i n  
c l a s s  "A". ( ~ o b i l e  e q u i p m e n t  i s  c l a s s i f i e d  u n d e r  
g r o u p  "B", ) 

C l a s s  "C" and  "D" i n c l u d e  m o b i l e  homes. 

S e c t i o n  1 3 - 5 - 1 ( 1 ) ,  1960 Perm. Supp.  t o  CRS 1953, r e q u i r e s  

"Every  owner o r  o p e r a t o r  of a m o t o r  v e h i c l e ,  t r a i l e r ,  o r  s e m i t r a i l e r  

v e h i c l e  w h i c h  i s  p r i m a r i l y  d e s i g n e d  t o  be o p e r a t e d  o r  d rawn upon a n y  

h ighway o f  t h e  s t a t e , .  ... e x c e p t  s u c h  v e h i c l e s  a s  a r e  s p e c i f i c a l l y  

e x e m p t e d  by s e c t i o n  13-5-2  .... s h a l l  o b t a i n  r e g i s t r a t i o n  t h e r e f o r . . . "  

S e c t i o n  1 3 - 5 - 2 ,  1960 Perm. Supp.  t o  CRS 1953 e x e m p t s  t h e  f o l l o w i n g  

p r o p e r t y :  " V e h i c l e s  owned and  o p e r a t e d  by a n y  d e p a r t m e n t  of t h e  

f e d e r a l  g o v e r n m e n t ,  f i r e  f i g h t i n g  v e h i c l e s ,  p o l i c e  p a t r o l  wagons ,  a n d  

p o l i c e  a m b u l a n c e s ;  and  f a r m  t r a c t - o r s ,  f a r m  b a i l e r s ,  h a y  b a i l e r s ,  

c o m b i n e s  and  o t h e r  h e a v y  movable  f a r m  e q u i p m e n t  p r i m a r i l y  u s e d  on  t h e  

$arms a n d  n o t  on t h e  h i g h w a y s ,  a n d  r o a d  r o l l e r s  a n d  r o a d  m a c h i n e r y  

t e m p o r a r i l y  o p e r a t e d  o r  moved upon t h e  h i g h w a y s  need  n o t  be r e g i s t e r e d  

under  t h i s  a r t i c l e . "  


26) S e c t i o n  1 3 - 5 - 4 ,  1960 Perm. Supp.  t o  CRS 1953. 



T h e r e f o r e ,  a s  f a r  a s  t h e  o p e r a t o r s  of mob i l e  equ ipmen t  a r e  
c o n c e r n e d ,  i f  t h e  equ ipmen t  i s  used  on t h e  h ighways  o n l y  o c c a s i o n a l l y ,  
t h e  owner may e x e r c i s e  a n  o p t i o n  of  r e g i s t e r i n g  t h e  v e h i c l e  f o r  h i g h -  
way use o r  p a y i n g  p r o p e r t y  t a x e s  on t h e  equ ipmen t .  

B a s i c  Problems of P r e s e n t  Method of  T a x a t i o n  

A t  t h e  commit tee  h e a r i n g  of J u l y  23 ,  a number of p rob lems  
c o n c e r n i n g  t h e  t a x a t i o n  of mobi le  equ ipmen t  were p r e s e n t e d  t o  t h e  
commit tee .  These p rob lems  a r e  summarized i n  t h e  f o l l o w i n g  p a r a g r a p h s :  

1 )  Mr. W i l l i a m  C a s s e l l ,  c h i e f  of t h e  Motor V e h i c l e  D i v i s i o n ,  
s t a t e d  t h a t  t h e  p r i n c i p a l  p roblem i n  t a x i n g  mounted equ ipmen t  i s  
p r o p e r l y  r e g i s t e r i n g  t h e  v e h i c l e .  Fo r  example ,  t h e  c o u n t y  c l e r k  must 
d e t e r m i n e  t h e  t y p e  and v a l u e  of  t h e  equ ipmen t  mounted on a  v e h i c l e ,  
r a t h e r  t h a n  s i m p l y  r e g i s t e r i n g  and t a x i n g  t h e  v e h i c l e  a c c o r d i n g  t o  
model and w e i g h t .  To a s s i s t  t h e  c l e r k s  i n  t h i s  m a t t e r ,  t h e  Depar tment  
of Revenue h a s  i s s u e d  b u l l e t i n s  s u g g e s t i n g  methods f o r  d e t e r m i n i n g  t h e  
v a l u e  of t h e  mounted equ ipmen t .  

2 )  The law n e e d s  c l a r i f i c a t i o n  a s  t o  a  d e f i n i t i o n  of s p e c i a l  
equipment  i n  o r d e r  t h a t  t h e  c l e r k s  may d e t e r m i n e  w h e t h e r  a v e h i c l e  i s  
s u b j e c t  t o  r e g i s t r a t i o n  and s p e c i f i c  owner sh ip  t a x e s  o r  a n  ad va lo rem 
t a x .  

3 )  R e g i s t r a t i o n  by m a i l  i s  a s i m p l e  and e c o n o m i c a l  method 
f o r  c o u n t y  c l e r k s  t o  l i c e n s e  and c o l l e c t  s p e c i f i c  owner sh ip  t a x e s  on 
motor v e h i c l e s .  However, r e g i s t r a t i o n  by m a i l  may preempt  t h e  
o p p o r t u n i t y  of c o u n t y  c l e r k s  t o  o b t a i n  needed i n f o r m a t i o n  on mounted 
equ ipmen t .  T h e r e f o r e ,  t h e  equ ipmen t  may e s c a p e  t a x a t i o n .  

4 )  Owners of mobi le  equ ipmen t  o r  mach ine ry  o b j e c t  t o  t h e  
payment of t o n - m i l e  f e e s  i n  a d d i t i o n  t o  s p e c i f i c  o w n e r s h i p  t a x e s  on 
t h e  g rounds  t h a t  t h e  v e h i c l e s  seldom a r e  o p e r a t e d  on t h e  highways.  

5 )  I f  a n  owner of a v e h i c l e  w i t h  s p e c i a l  mounted equipment  
p a y s  s p e c i f i c  o w n e r s h i p  t a x e s  on t h e  v e h i c l e s ,  t h e  a s s e s s o r s  a r e  
p o w e r l e s s  t o  a s s e s s  t h e  mounted equ ipmen t  f o r  ad va lo rem t a x e s .  

6 )  The c h o i c e  o r  o p t i o n  f o r  payment of t a x e s  a v a i l a b l e  t o  t h e  
owner of s p e c i a l  equ ipmen t  may e n a b l e  t h e  owner t o  a v o i d  payment of 
h i s  f a i r  s h a r e  of t h e  t a x  bu rden .  

7 )  There  i s  a n  a p p a r e n t  d i s p a r i t y  be tween  ad va lo rem and 
s p e c i f i c  owner sh ip  t a x e s  on some t y p e s  of mobi le  equ ipmen t .  

8 )  The c o u n t y  c l e r k s  may n o t  be f a m i l i a r  enough w i t h  t h e  
v a l u e  of s p e c i a l  mounted equ ipmen t  t o  a s s e s s  a  f a i r  and  e q u i t a b l e  
s p e c i f i c  owner sh ip  t a x  on t h e  equ ipmen t .  

9 )  S e c t i o n  137-3-3,  1960 Perm. Supp. t o  CRS 1953, r e q u i r e s  
t h a t  a l l  t a x a b l e  p r o p e r t y  b r o u g h t  i n t o  t h e  s t a t e  a f t e r  t h e  a s s e s s m e n t  
d a t e  and removed f rom t h e  s t a t e  p r i o r  t o  t h e  f o l l o w i n g  a s s e s s m e n t  d a t e  
i s  s u b j e c t  t o  t a x a t i o n  f o r  t h e  p e r i o d  i n  which  i t  i s  used  i n  t h e  s t a t e ,  
p r o v i d e d  t h a t  t h e  p r o p e r t y  i s  a s s e s s e d  f o r  a p e r i o d  of a t  l e a s t  90 



'% 

d a y s .  Combines and o t h e r  equ ipmen t  u s e d  i n  t h e  s t a t e  for s h o r t  per iods  
a r e ,  of c o u r s e ,  s u b j e c t  t o  t a x a t i o n .  However, a s  Mr. Howard L a t t i n g ,  
Tax Commiss ioner ,  r e p o r t e d  t o  t h e  c o m m i t t e e ,  it i s  v e r y  d i f f i c u l t  t o  
a d m i n i s t e r  t h e  law a s  i t  p e r t a i n s  t o  t r a n s i e n t  equ ipmen t .  

L e v e l  of S p e c i f i c  Ownersh ip  Tax on Mobi le  Equipment  

The a n n u a l  s p e c i f i c  o w n e r s h i p  t a x  upon motor  v e h i c l e s  and 
t r a i l e r s  i n  C l a s s  "B" i s  d e t e r m i n e d  and c o l l e c t e d  by t h e  c o u n t y  c l e r k ,  
based  on t h e  f a c t o r y  r e t a i l  p r i c e  of t h e  v e h i c l e .  I f  t h e  f a c t o r y  
r e t a i l  p r i c e  i s  u n a v a i l a b l e ,  t h e n  7 5  p e r  c e n t  of t h e  r e t a i l  d e l i v e r e d  
p r i c e ,  e x c l u d i n g  s t a t e  and l o c a l  s a l e s  t a x e s ,  i s  d e t e r m i n e d  a s  t h e  
base  v a l u e .  I n  comput ing  t h e  amount of s p e c i f i c  o w n e r s h i p  t a x  on t h e  
t a x a b l e  v a l u e  of C l a s s  "B" v e h i c l e s ,  t h e  c l e r k  must  t a k e  t h r e e  p e r  
c e n t  of 7 0  p e r  c e n t  of e s t a b l i s h e d  base  v a l u e  f o r  t h e  f i r s t  y e a r  t h e  
v e h i c l e  i s  i n  s e r v i c e ;  t h r e e  p e r  c e n t  o f  5 0  p e r  c e n t  of v a l u e  t h e  
second y e a r ;  t h r e e  p e r  c e n t  o f  4 0  p e r  c e n t  of t h e  e s t a b l i s h e d  v a l u e  
t h e  t h i r d  y e a r  o f  s e r v i c e ;  t h r e e  p e r  c e n t  o f  3 0  p e r  c e n t  of t h e  
e s t a b l i s h e d  v a l u e  t h e  f o u r t h  y e a r ;  t h r e e  p e r  c e n t  o f  15 p e r  c e n t  of 
v a l u e  t h e  f i f t h  y e a r ,  and f o r  t h e  n e x t  f o u r  y e a r s ;  and f o r  t h e  t e n t h  
and s u b s e q u e n t  y e a r s  t h e  t a x  i s  t h r e e  d o l l a r s .  A l s o ,  i.n r e g a r d  t o  
C l a s s  "B" commerc ia l  v e h i c l e s  u sed  i n  i n t e r s t a t e  commerce, t h e  c o u n t y  
c l e r k  may t a k e  i n t o  a c c o u n t  t h e  l e n g t h  of  t i m e  t h e  v e h i c l e  i s  o p e r a t e d  
i n  C o l o r a d o .  

A d m i n i s t r a t i o n  of  t h e  S p e c i f i c  Ownersh ip  Tax on S p e c i a l  Equipment  

I n  J a n u a r y  of 1961 ,  t h e  Revenue Depa r tmen t  i s s u e d  a b u l l e t i n  
t o  t h e  c o u n t y  c l e r k s  t o  t h e  e f f e c t  t h a t  i f  a v e h i c l e  h a s  s p e c i a l l y  
mounted e q u i p m e n t ,  i t  i s  t h e  d u t y  of t h e  c o u n t y  c l e r k  t o  s e p a r a t e l y  
v a l u e  t h e  t r u c k  and t h e  equ ipmen t  a t t a c h e d  t o  i t .  I n  o t h e r  words ,  
t h e  t a x  on a v e h i c l e ' s  t r u c k - b e d  i s  computed i n  t h e  u s u a l  manner ,  w h i l e  
a t a x  on t h e  s p e c i a l  mounted equ ipmen t  i s  o b t a i n e d  by d e t e r m i n i n g  t h e  
r e t a i l  d e l i v e r e d  p r i c e ,  e x c l u s i v e  of s t a t e  and l o c a l  t a x e s ,  and t h e n  
t a k i n g  7 5  p e r  c e n t  t h e r e o f  and a p p l y i n g  t h e  p r o p e r  d e p r e c i a t i o n  
s c h e d u l e  t o  d e t e r m i n e  t h e  t a x a b l e  v a l u e .  

P r o p e r t y  Tax Asses smen t  of I n d u s t r i a l  Mobi le  Equipment  

The a s s e s s m e n t  o f  heavy  equ ipmen t  i s  a r a t h e r  d i f f i c u l t  and 
complex problem f o r  t h e  c o u n t y  a s s e s s o r s  b e c a u s e  of t h e  r a p i d  d e p r e c i a -  
t i o n  of such  equ ipmen t .  Heavy i n d u s t r i a l  e q u i p m e n t  u sed  i n  c o n s t r u c t i o n ,  
l o g g i n g ,  p e t r o l e u m  a c t i v i t i e s ,  e t c . ,  may have a l i f e  span  of f rom t h r e e  
t o  f i v e  y e a r s .  A t  t h e  f i r s t  commit tee  m e e t i n g ,  S e n a t o r  DeBerard 
commented t h a t  some equ ipmen t  u sed  i n  t h e  c o n s t r u c t i o n  of t h e  D i l l o n  
Dam i s  r e p o r t e d  t o  have c o m p l e t e l y  d e p r e c i a t e d  i n  a p e r i o d  of 18 months.  

I n  o r d e r  t o  a s s i s t  t h e  c o u n t y  a s s e s s o r s  i n  e s t a b l i s h i n g  a  
v a l u e  on s u c h  e q u i p m e n t ,  t h e  Tax Commission h a s  p r e p a r e d  a t r a i n i n g  
manual (AH-527 CTC-AD) o u t l i n i n g  t h e  p r o c e d u r e s  f o r  d e t e r m i n i n g  t h e  
r e l a t i v e  v a l u e  of t h e  i n d u s t r i a l  mobi le  equ ipmen t .  Three  of t h e  key 
s t e p s  i n  comput ing  t h e  v a l u e  of  mob i l e  equ ipmen t  a r e  a s  f o l l o w s :  



1 )  An e s t i m a t e  of t h e  a v e r a g e  u s e f u l  l i f e  of t h e  equ ipmen t  
i s  d e t e r m i n e d ,  based  on o p e r a t i n g  c o n d i t i o n s ,  e x p e r i e n c e ,  and in fo rmed  
judgment ,  

2) t h e  p r o p e r  d e p r e c i a t i o n  t a b l e  i s  s e l e c t e d  f rom t h e  manual 
( s e e  Table VI) based on t h e  a v e r a g e  u s e f u l  l i f e  of t h e  equ ipmen t ;  and 

3 )  c o n s i d e r a t i o n  i s  g i v e n  f o r  u n u s u a l  d e p r e c i a t i o n  o r ,  i n  
some c a s e s ,  t h e  r e - b u i l d i n g  of t h e  equ ipmen t .  

T a b l e  V I  

AVERAGE PEN CENT OF USEFUL LIFE OF 

INDUSTRJAL MOBILE EQUI PMENT 


Year  of 
S e r v i c e  Average  L i f e  o f  E q u i p m e n t  

5 Y e a r s  10 Y e a r s  15 Y e a r s  2 0  Y e a ~ s  

S o u r c e : 'TAX COMMlSSION MANUAL A H - 5 2 7  C1G-AD 



The Tax Commission h a s  c a t e g o r i z e d  t h e  u s e f u l  l i f e  of 
i n d u s t r i a l  equ ipmen t  i n t o  f o u r  g r o u p s  - - f i v e l  t e n ,  f i f t e e n ,  and 
twen ty -yea r  p e r i o d s  ( s e e  Tab le  V I ) .  Tab le  V I  o u t l i n e s  t h e  a v e r a g e  p e r  
c e n t  of u s e f u l  l i f e  f o r  i n d u s t r i a l  equ ipmen t  f o r  t h e  a f o r e m e n t i o n e d  
c a t a g o r i e s .  F o r  i n s t a n c e ,  i f  t h e  a v e r a g e  u s e f u l  l i f e  of t h e  equipment  
i s  f i v e  y e a r s  and t h e  p r o p e r t y  i s  two y e a r s  o l d ,  t h e  p e r  c e n t  of 
a v e r a g e  u s e f u l  l i f e  i s  64 p e r  c e n t .  The b u l l e t i n  s u g g e s t s  t h a t  t h e  
p e r c e n t a g e  of u s e f u l  l i f e  may be i n c r e a s e d  o r  d e c r e a s e d  by t e n  p e r  
c e n t  depend ing  on t h e  c o n d i t i o n  of  t h e  equ ipmen t .  Equipment i n  
e x c e l l e n t  c o n d i t i o n  may be a s s e s s e d  a t  a t e n  p e r  c e n t  h i g h e r  t h a n  
a v e r a g e  v a l u e  and poor  c o n d i t i o n e d  equ ipmen t  a t  a t e n  p e r  c e n t  lower  
v a l u e .  However, i n  a c t u a l  p r a c t i c e ,  t h e  a s s e s s o r  may n o t  be i n c l i n e d  
t o  a s s e s s  equ ipmen t  i n  e x c e l l e n t  c o n d i t i o n  a t  a h i g h e r  t h a n  a v e r a g e  
r a t e .  

F o l l o w i n g  d e t e r m i n a t i o n  of  t h e  p e r  c e n t  of u s e f u l  l i f e ,  t h e  
Tax Commission Manual p o i n t s  o u t  t h e  method f o r  d e t e r m i n i n g  t h e  
r e p l a c e m e n t  c o s t  (new) of  t h e  equ ipmen t .  The p e r  c e n t  of u s e f u l  l i f e  
i s  t h e n  m u l t i p l i e d  a g a i n s t  t h e  r e p l a c e m e n t  c o s t  t o  d e t e r m i n e  t h e  
c u r r e n t  v a l u e  of t h e  equ ipmen t .  

Fo r  t h e  f i v e  y e a r s  l i s t e d  t h e  p r o p e r t y  t a x  d e p r e c i a t e s  a t  
a much s lower  r a t e  f o r  a l l  v a l u e s  f 5  y e a r  a v e r a g e  u s e f u l  l i f e ,  t e n  
y e a r  a v e r a g e  u s e f u l  l i f e ,  e t c . )  t h a n  t h e  s p e c i f i c  owner sh ip  t a x ;  even  
t h e  p r o p e r t y  t a x  on equ ipmen t  t h a t  h a s  a n  e s t i m a t e d  f i v e  y e a r  u s e f u l  
l i f e  d o e s  n o t  d e p r e c i a t e  a t  a r a t e  e q u a l  t o  t h e  s p e c i f i c  owner sh ip  
t a x .  The e s t i m a t e d  s p e c i f i c  owner sh ip  t a x  on a  v e h i c l e  c o s t i n g  
$20 ,000  d r o p s  f rom $315 t o  $68 (78.4% d e c r e a s e )  i n  f i v e  y e a r s ,  w h i l e  
t h e  p r o p e r t y  t a x  on equ ipmen t  w i t h  a l i f e  e x p e c t a n c y  of f i v e  y e a r s  
d r o p s  f rom $341 t o  $128 ( 6 2 . s  d e c r e a s e ) .  

Comparison of S p e c i f i c  Ownershio and P r o ~ e r t v  Tax 

A rough  compar i son  may be made be tween  t h e  s p e c i f i c  owner sh ip  
t a x  on C l a s s  "B" v e h i c l e s  and t h e  p r o p e r t y  t a x  on mob i l e  i n d u s t r i a l  
equipment .  'Table \I11 p r e s e n t s  t h e  app rox ima te  s p e c i f i c  owner sh ip  t a x  
( C l a s s  "B") and t h e  a .verage p r o p e r t y  t a x  on a p i e c e  of mobi le  e q u i p -  
ment w i t h  a new and r e p l a c e m e n t  v a l u e  of $20,000.  I t  may be no ted  
t h a t  t h e  p r o p e r t y  t a x  amounts  l i s t e d  i n  Table  V I I  a r e  based  on 
d e p r e c i a t i o n  v a l u e s  o u t l i n e d  i n  Tab le  V I ;  t h u s  t h e r e  a r e  f o u r  p r o p e r t y  
t a x  v a l u e s .  

I n  examin ing  Table  V I I  i t  would a p p e a r  t h a t  t h e  p r o p e r t y  t a x  
a l l o w s  a  g r e a t  d e a l  more f l e x i b i l i t y  and f o r  t h i s  r e a s o n  may be more 
e q u i t a b l e  t h a n  t h e  s p e c i f i c  o w n e r s h i p  t a x .  

Mr. H o l l i s  S w e t t ,  d i r e c t o r  of a . p p r a i s a l s  and e q u a l i z a t i o n ,  
S t a t e  Tax Commission,  p r o v i d e d  i n f o r m a t i o n  c o n f i r m i n g  t h a t  some t y p e s  
of mobi le  machinery  a r e  b e i n g  l i c e n s e d  d e s p i t e  a Depar tment  of Revenue 
r e g u l a t i o n  t h a t  c o u n t y  c l e r k s  s h o u l d  n o t  l i c e n s e  such  v e h i c l e s  u n l e s s  
t h e  Revenue Depar tment  i s s u e s  t i t l e .  A l s o ,  t h e  d a t a  s u b m i t t e d  i n d i -  
c a t e s  t h a t  t h e  s p e c i f i c  owner sh ip  t a x e s  c o l l e c t e d  on c e r t a i n  v e h i c l e s  
i s  s u b s t a n t i a l l y  lower  t h a n  t h e  amount t h a t  would be a s s e s s e d  f o r  ad 
va lorem p u r p o s e s .  For  i n s t a n c e ,  s p e c i f i c  o w n e r s h i p  t a x  c o l l e c t e d  on 
a  C a t e r p i l l a r  Motor Grade r  -- S. N .  8 r18397  amounted t o  $58.39, w h i l e  
t h e  ad va lo rem t a x  on t h e  same v e h i c l e  was $209.04. 

http:$209.04


T a b l e  V I I  

ESTIMATEL) CLASS "El" SPECl FIC OVJNERSHl P TAX AND I'ROPEKTY TAX 

ON INDUSTRIAL MOBILE EQUJ PMENT VALI.JED AT $20,000 


* 
P r o p e r t y  Tax 

Year  o f  S ~ e c i fj c Ownersh ip  Average  L i f e  Expec t ancy  of  Equipment 
S e r v i c e  Tax 

5 Y e a r s  1 0  Y e a r s  15 Y e a r s  2 0  Y e a r s  

1st, $ 315 
2nd 225  
3 r d  1 8 0  
4 t h  135 
5 t h  68 

T o t a l  5 923 

* The s p e c i f i c  o w n e r s h i p  t a x  i s  computed i n  t h e  same manner a s  out,-
l i n e d  i n  t h e  a f o r e m e n t i o n e d  s e c t i o n .
** The p r o p e r t y  t a x  i s  cornputed on t h e  b a s i s  o f  a v e r a g e  c o n d i t i o n ,  
u s i n g  t h e  s t a t e  w ide  s a l e s  r a t i o  o f  2 7 . 5  p e r  c e n t  o f  c u r r e n t  v a l u e  and 
60 .941  m i l l s  a s  t h e  t a x  l e v y .  

Recommendations f o r  Improvement i n  t h e  A d m i n i s t r a t i o n  of Taxes  on 
Mobile  Equipment  

The f o l l o w i n g  s u g g e s t i o n s  were made a t  t h e  J u l y  2 3  h e a r i n g  
f o r  improving  t h e  e f f e c t i v e n e s s  o f  a d m i n i s t r a t i o n  of  t h e  s p e c i f i c  
owner sh ip  t a x  a s  it p e r t a i n s  t o  m o b i l e  equ ipmen t .  

1 )  A t  p r e s e n t ,  mob i l e  equ ipmen t  owners  may p u r c h a s e  a motor  
v e h i c l e  l i c e n s e  and  pay a s p e c i f i c  o w n e r s h i p  t a x  of  $3.00, r a t h e r  t h a n  
be a s s e s s e d  a  f a i r l y  s u b s t a n t i a l  amount u n d e r  t h e  p e r s o n a l  p r o p e r t y  
t a x .  A p p a r e n t l y ,  t h i s  s i t u a t i o n  e x i s t s  d e s p i t e  a  Revenue Depar tment  
r e g u l a t i o n  t h a t  v e h i c l e s  a r e  n o t  t o  be l i c e n s e d  u n l e s s  t h e  v e h i c l e  
owners  p roduce  a t i t l e  f rom t h e  R-evenue D e p a r t m e n t .  I n  any  e v e n t ,  
mobi le  equ ipmen t  owners  s h o u l d  n o t  be g i v e n  a n  o p t i o n  a s  t o  t h e  payment 
of t h e  s p e c i f i c  o w n e r s h i p  t a x  o r  p e r s o n a l  p r o p e r t y  t a x e s ,  e s p e c i a l l y  
i f  t h e r e  i s  a s i g n i f i c a n t  d i s p a r i t y  be tween  t h e  two. 

2 )  County  c l e r k s  may n o t  be c o l l e c t i n g  t h e  e n t i r e  s p e c i f i c  
owner sh ip  t a x  on v e h i c l e s  w i t h  mounted equ ipmen t  b e c a u s e  t h e y  may b e  
unaware t h a t  t h e  v e h i c l e  h a s  equ ipmen t  mounted on i t ;  t h e  v a l u e  of t h e  
equipment  may n o t  be r e a d i l y  d i s c e r n i b l e ;  t h e y  d o  n o t  b e l i e v e  t h e y  
have t h e  a u t h o r i t y  t o  r e q u i r e  t h e  owner t o  p roduce  e v i d e n c e  of t h e  



va lue  of t h e  equ ipmen t ;  e t c .  P e r h a p s ,  t h r o u g h  a d o p t i o n  of  one of t h e  
f o l l o w i n g  sugge s t i o n s ,  t h e  problem may be minimized:  

a )  	 r e q u i r e  t h e  owners  of t h e  equ ipmen t  ( any  t r u c k  
o r  v e h i c l e  o t h e r  t h a n  an  a u t o m o b i l e  o r  p i c k - u p )  
t o  o b t a i n  a r e c e i p t  f rom t h e  c o u n t y  a s s e s s o r  
showing t h e  v a l u e  of  t h e  equ ipmen t ;  

b )  	 r e q u i r e  t h e  owners  t o  a p p e a r  i n  p e r s o n  f o r  
r e g i s t r a t i o n  of s p e c i a l  e q u i p m e n t ,  and  empower 
t h e  c o u n t y  c l e r k s  w i t h  a u t h o r i t y  t o  i n s p e c t  
t h e  equipment .  

3 )  For  t h e  most p a r t ,  mobi le  equ ipmen t  i s  n o t  u sed  f o r  
p u r p o s e s  of  highway t r a n s p o r t a t i o n .  T h e r e f o r e ,  i t  i s  l o g i c a l  t h a t  
such  equipment  s h o u l d  n o t  be r e g i s t e r e d ,  on a permanent  b a s i s ,  f o r  
highway p u r p o s e s  and s h o u l d  n o t  be s u b j e c t  t o  t h e  s p e c i f i c  owner sh ip  
t a x .  Mobile  equ ipmen t  ough t  t o  be t a x e d  a s  p e r s o n a l  p r o p e r t y .  County 
a s s e s s o r s  a r e  f a m i l i a r  w i t h  t h e  v a l u e  of such  equ ipmen t  and i t  shou ld  
be t h e i r  r e s p o n s i b i l i t y  t o  see t h a t  such  p r o p e r t y  i s  p l a c e d  on t h e  
t a x  r o l l s .  T h e r e f o r e ,  a r e d e f i n i t i o n  of  t h e  t e r m  "mobile  equipment"  
needs  t o  be made. 

., 	 4 )  R e q u i r e  t h e  owner of a v e h i c l e .  w i t h  mounted equ ipmen t ,  a t  
t h e  t ime of  r e g i s t r a t i o n ,  t o  comple t e  a fo rm l i s t i n g  a l l  equipment  
t h a t  i s  mounted o r  may be mounted upon t h e  c h a s s i s ,  g i v i n g  t h e  d a t e  of 
a c q u i s i t i o n ,  and c o s t  of  e a c h  p i e c e  of mounted equipment .  T h i s  in forma-  
t i o n  would e n a b l e  t h e  c o u n t y  c l e r k  t o  r e a d i l y  d e t e r m i n e  t h e  t a x  base  
f o r  t h e  e n t i r e  u n i t  and t o  compute t h e  s p e c i f i c  owner sh ip  t a x  due on 
t h i s  u n i t ,  which would r e p r e s e n t  t h e  f u l l  t a x  l i a b i l i t y .  The Department  
of Revenue i s  empowered t o  i s s u e  a r u l i n g  r e q u i r i n g  p e r s o n s  r e g i s t e r i n g  
such  v e h i c l e s  t o  comple t e  a  fo rm l i s t i n g  a l l  equ ipmen t  mounted on t h e  
c h a s s i s ,  and l e g i s l a t i o n  i s  n o t  needed.  

Recommendations of  Adv i so ry  Committee 

I n  v i ewing  t h e  problem of  t a x a t i o n  o f  s p e c i a l  equ ipmen t ,  t h e  
a d v i s o r y  commit tee  found  t h a t  i t  i s  v e r y  d i f f i c u l t  t o  d e f i n e  s p e c i a l  
equipment  i n  t e r m s  which would be i n c l u s i v e  and would l e a v e  no d o u b t  
a s  t o  whe the r  a v e h i c l e  s h o u l d  be s u b j e c t  t o  ad  va lo rem o r  s p e c i f i c  
owner sh ip  t a x e s .  Theref  o r e ,  t h e  a d v i s o r y  commit tee  recommended t h a t  
t h e  f i n a l  d e t e r m i n a t i o n  of whe the r  s p e c i a l  equ ipmen t  i s  t o  be a s s e s s e d  
f o r  ad va lo rem t a x e s  o r  s p e c i f i c  owner sh ip  t a x e s  be l e f t  t o  t h e  
Department  of  Revenue. Thus,  i f  t h e  Depar tment  of  Revenue i s s u e s  a 
c e r t i f i c a t e  of t i t l e  t h e  c o u n t y  c l e r k  may r e g i s t e r  and c o l l e c t  t h e  
s p e c i f i c  owner sh ip  t a x  on a v e h i c l e .  I f  t h e  d e p a r t m e n t  d o e s  n o t  i s s u e  
a c e r t i f i c a t e  of  t i t l e ,  t h e  v e h i c l e  i s  s u b j e c t  t o  ad  va lo rem t a x a t i o n ,  
r a t h e r  t h a n  t h e  specific o w n e r s h i p  t a x .  I n  t h i s  way,  v e h i c l e  r e g i s t r a -  
t i o n s  a r e  l i m i t e d  t o  v e h i c l e s  which a r e  p r i m a r i l y  u sed  on t h e  highways.  

I n  o r d e r  f o r  owners  of  s p e c i a l  equ ipmen t  (mob i l e  mach ine ry )  
t o  q u a l i f y  f o r  o p e r a t i o n  on t h e  h ighways ,  i t  i s  s u g g e s t e d  t h a t  an  
a n n u a l  p e r m i t  be i s s u e d  by t h e  c o u n t  c l e r k .  T h i s  would e l i m i n a t e  
two of t h e  t h r e e  p r e s e n t  o p t i o n s :  lr a s p e c i a l  t r i p  o r  monthly p e r m i t :  
and 2) payment of  r e g i s t r a t i o n  f e e s  s i m i l a r  t o  t h o s e  r e q u i r e d  f o r  f a r m  
v e h i c l e s .  The a n n u a l  p e r m i t  would be t h e  o n l y  means of  payment and 



would be c o l l e c t e d  by t h e  c o u n t y  c l e r k s ,  The s t a t e  p a t r o l  and  p o r t s  
of e n t r y  would n o t  be a l l o w e d  t o  i s s u e  p e r m i t s ,  R e p e a l  o f  t h e  o p t i o n  
of a s p e c i a l  o r  mon th ly  p e r m i t  i s  n e c e s s a r y  s i n c e  i t  i s  e x t r e m e l y  
d i f f i c u l t  t o  e n f o r c e  m i l e a g e  l i m i t a t i o n s  r e q u i r e d  by s p e c i a l  p e r m i t s .  

Nex t ,  t h e  a d v i s o r y  commi t t ee  r e v i e w e d  t h e  p rob lem of t a x i n g  
v e h i c l e s  w i t h  s p e c i a l  mounted equ ipmen t .  The a d v i s o r y  commi t t ee  
b e l i e v e s  t h a t  c o u n t y  c l e r k s  a r e  n o t  f a m i l i a r  w i t h  v a l u a t i o n s  of  s p e c i a l  
equ ipmen t ;  however ,  s i n c e  such  v e h i c l e s  may be o p e r a t e d  on t h e  h ighways  
a t  r e g u l a r  i n t e r v a l s ,  t h e  v e h i c l e s  must  be r e g i s t e r e d .  T h e r e f o r e ,  t h e  
a d v i s o r y  commit tee  recommended t h a t  v e h i c l e s  w i t h  s p e c i a l  mounted 
equipment  s h o u l d  be r e g i s t e r e d ,  and - s p e c i f i c  o w n e r s h i p  t a x e s  a s s e s s e d  
a g a i n s t  t h e  v e h i c l e ,  b u t  n o t  t h e  s p e c i a l  e q u i p m e n t ,  The s p e c i a l  
equ ipmen t  may t h e n  be p l a c e d  on t h e  r o l l s  f o r  a d  v a l o r e m  t a x a t i o n ,  I n  
t h i s  way, owners  of v e h i c l e s  w i t h  s p e c i a l  mounted equ ipmen t  may n o t  
e s c a p e  t a x a t i o n  of t h e  s p e c i a l  e q u i p m e n t  by showing a  s p e c i f i c  owner-
s h i p  r e c e i p t  f o r  t h e  v e h i c l e ,  



-- 

A P P E N D I X  A 

A B I L L  FOR AN ACT 

CONCERNING MOBILE MACHINERY AND V E H I C L E S  W I T H  S P E C I A L  EQUIPMENT OR 

MACHINERY MOUNTED THEREON. 

B e  I t  E n a c t e d  by the G e n e r a l  A s s e m b l y  of t h e  S t a t e  of C o l o r a d o :  

S E C T I O N  1. 13-5-2, C o l o r a d o  R e v i s e d  S t a t u t e s  1953 ( 1 9 6 0  P e r m .  
-

S u p p . ) ,  i s  h e r e b y  a m e n d e d  t o  r e a d :  

13-5-2. V e h i c l e s  e x e m p t  f r o m  r e g i s t r a t i o n ,  V e h i c l e s  o w n e d  and  

o p e r a t e d  by a n y  d e p a r t m e n t  of t h e  f e d e r a l  g o v e r n m e n t ;  + i f e - 4 i g k & i ~ g  
-

v e k i 6 l e s T - p e ~ & s e - p a & f e & - w a g e ~ s - a ~ d - p e ~ & 6 e - a m b a 6 eand  f a r m  

t r a c t o r s ,  f a r m  t r a i l e r s ,  hay  b a l e r s ,  c o m b i n e s ,  and o t h e r  h e a v y  m o v -

a b l e  f a r m  e q u i p m e n t  p r i m a r i l y  used on  f a r m s  and  n o t  o n  t h e  h i g h w a y s ;  
-

and ~ e a d - m e 4 & e f s - a ~ d - f e a d - m a e k i ~ e ~ y - & e m p e ~ a f ~ 4 y - e p e ~ a & e d - e ~ - m e v e d  

~ p e ~ - + h e - h i g h w a y s - ~ e e d - ~ e ~ - b e - ~ e g i ~ & e f e d - d e m - & h s - a & 6 eMOBILE 

MACHINERY NOT D E S I G N E D  OR U S E D  P R I M A R I L Y  FOR THE TRANSPORTATION OF 

P E R S O N S  OR CARGO, I N C L U D I N G  MOTOR V E H I C L E S  O R I G I N A L L Y  D E S I G N E D  FOR 

'THE TRANSPORTATION OF P E R S O N S  OR CARGO BUT WHICH HAVE BEEN R E D E S I G N E D  

OR M O D I F I E D  BY THE MOUNTING THEREON OF S P E C I A L  EQUIPMENT OR MACHINERY 

AND WHICH MAY BE ONLY I N C I D E N T A L L Y  OPERATED OR MOVED OVER A HIGHWAY, 

SHALL NOT BE S U B J F C T  TO F . E G I S T R A T I O N  UNDER T H I S  A R T I C L E .  THE DEPART-

MENT O F  REVENUE SHALL MAKE THE F I N A L  DETERMINATION O F  V E H I C L E S  

C L A S S I F I E D  A S  MOBILE MACHINERY, AND 'THE COUNTY C L E R K  AND RECORDER O F  

ANY COUNTY OR THE MANAGER O F  REVENUE O F  THE C I T Y  AND COUNTY O F  DENVER 

SHALL NOT I S S U E  A REGIS 'TRATION C E R T I F I C A I E  OR C O L L E C T  A S P E C I F I C  

OWNERSHIP TAX ON ANY VEHICLE FOR WHICH THE REVENUE DEPARTMENT HAS PJO-r 
-

I S S U E D  A C E R T I F I C A I E  O F  T I T L E ;  P R O V I D E D ,  THAT B E F O R t  MOBILE MACHIN5HY 

M Y  BE OPERATED ON TH5 HIGHWAY, THE OWIVER O F  SUCH A V E H I C L E ,  OR H I S  

AGENT, SHALL O B T A I N  ,A P E R M I T  A S  R E Q U I R E D  BY S E C T I O N  1 3 - 5 - 2 3 ( 1 1 ) ,  



SECTION 2. 13-5-3, C o l o r a d o  R e v i s e d  S t a t u t e s  1953 (1960 Perm. 

Supp . ) ,  i s  h e r e b y  amended by THE A D D I T I O N  OF A NEW SUBSECTION (3) t o ,  

r e a d :  

13-5-3. A p p l i c a t i o n  f o r  r e g i s t r a t i o n  - t a x .  Whenever s p e c i a l  

equipment  o r  mach ine ry  i s  mounted on a v e h i c l e  f o r  which  t h e  d e p a r t -

ment of r evenue  h a s  p r e v i o u s l y  i s s u e d  a c e r t i f i c a t e  of  t i t l e ,  t h e  

owner of s a i d  v e h i c l e ,  o r  h i s  a g e n t ,  b e f o r e  making a p p l i c a t i o n  f o r  a 

p e r m i t  t o  o p e r a t e  t h e  v e h i c l e  on t h e  highway, s h a l l  o b t a i n  a s t a t e m e n t  

of a s s e s s m e n t  f rom t h e  c o u n t y  a s s e s s o r  of  t h e  c o u n t y  of h i s  r e s i d e n c e ,  

o r  f rom t h e  manager of r evenue  of t h e  c i t y  and c o u n t y  of  Denver i f  a 

r e s i d e n t  t h e r e o f ,  t h a t  t h e  s p e c i a l  equ ipmen t  o r  mach ine ry  h a s  been  

a s s e s s e d  f o r  t h e  pu rpose  of ad va lo rem t a x e s .  Payment of any  such  ad  

va lorem t a x e s  on s u c h  s p e c i a l  mounted equ ipmen t  o r  mach ine ry  s h a l l  n o t  

be c o n s t r u e d  a s  payment i n  l i e u  of t h e  s p e c i f i c  o w n e r s h i p  t a x  on t h e  

v e h i c l e  on which s u c h  s p e c i a l  equ ipmen t  o r  mach ine ry  i s  mounted.  

SECTION 3. 13-5-23 ( l l ) ,C o l o r a d o  R e v i s e d  S t a t u t e s  1953 (1960 

Perm. Supp . ) ,  i s  h e r e b y  amended t o  r e a d :  

13 -5 -23 . (11 ) .  Ton m i l e  and p a s s e n g e r  m i l e  t a x  - f e e s .  (11) 

Owners of sges i a4 -meb i4e  -ee] t l ipme~+ MOBILE MACHINERY DESIRING TO 

OPERATE SUCH VEHICLES ON THE HIGHWAYS may e4eeB-Be-pay-+he-same-reg-

i s + m a + i e ~ - a s - p ~ e v i d e d - i ~ - p a ~ a g ~ a g h - { b ~ - e 4 - 6 t l b 6 e e + % e ~ - { a ~ - e 4 - + h ~ ~  

see+ie~-a~d-+he-+e~-mi4e-+ax-e~-+e-epe~a+e-sueh-vehie&e-u~de~-a 


s g e e i a 4 - + m i p - e ~ - m e ~ + h & yOBTAIN A N  ANNUAL p e r m i t  i s s u e d  by t h e  depam+me~+ 

e f  - ~ e v e ~ t l e - e ~ - + h e - 6 e & e m a e l e - e + a + e - p a + ~ e &THE COUNTY CLERK AND RECORDER OF 

ANY COUNTY OR THE MANAGER OF REVENUE I N  DENVER upon payment of a f e e  

of  two d o l l a r s  and f i f t y  centss-gem-eaeh-e~e-hu~d~ed-mi&es~-ef-pe~+ie~ 

+ h e m e e i f - e m - a ~ - a ~ ~ t l a & - p e ~ m i t - e ~ - + w e - d e ~ ~ a m s - a R d - ~ % ~ + y - 6 e R t 5 - p e ~  

vehicfe-ton-~em-~e+-Be-e)t6eed-+we~+y-~ive-hu~dzed-m&~e6-~~ave~ed-e~ 



t he -pub&is -h ighways+  p r o v i d e d ,  hew eve^, t h a t  $ h i s  SUBSECTION $ h a l l  n o t  

be c o n s t r u e d  a s  a l l o w i n g  a motor  v e h i c l e  c a r r i e r  f g r  hire t o  o p e r a t e  

w i t h o u t  A c e ~ t i f i c a t e  of c o n v e n i e n c e  and n e c e s s i t y ,  ANY SUCH PERMIT 

F E E S  SHALL BE I N  ADDITION r0 AD VALOREM TAXES ASSESSED ON SUCH MOBILE 

MACHINERY. 

SECTION 4 .  R e p e a l .  13-1-1 (4'8), C o l o r a d o  R e v i s e d  S t a t u t e s  1953 

(1960 Perm. S u p p . ) ,  i s  h e r e b y  r e p e a l e d .  

SECTION 5. E f f e c t i v e  d a t e .  T h i s  a c t  s h a l l  t a k e  e f f e c t  on 

J a n u a r y  1, 1965. 

SECTION 6. S a f e t y  c l a u s e .  The g e n e r a l  a s sembly  h e r e b y  f i n d s ,  

d e t e r m i n e s ,  and  d e c l a r e s  t h a t  t h i s  a c t  i s  n e c e s s a r y  f o r  t h e  immediate  

p r e s e r v a t i o n  of  t h e  p u b l i c  p e a c e ,  h e a l t h ,  and s a f e t y .  



-- 

APPEIdDIX B 

A BILL FOR AN ACT 

CONCERNING TRAILER COACHES AND MOBILE HOMES AND THE R E G 1 STRATION AND 

TAXATION THEREOF. 

Be I t  E n a c t e d  by the G e n e r a l  Assembly of t h e  S t a t e  of C o l o r a d o :  

SECTION 1. 13-5-3 ( 2 ) ,  C o l o r a d o  R e v i s e d  S t a t u t e s  1953 (1960 

Perm. Supp. ) i s  h e r e b y  amended t o  r e a d :  

13-5-3. A p p l i c a t i o n  f o r  r e g i s t r a t i o n  - t a x .  (2) The owner of 

such  v e h i c l e ,  o r  h i s  a g e n t ,  s h a l l ,  upon f i l i n g  t h e  a p p l i c a t i o n  f o r  

r e g i s t r a t i o n ,  pay such  f e e s  a s  a r e  p r e s c r i b e d  by s e c t i o n  13-5-23,  

t o g e t h e r  w i t h  t h e  a n n u a l  s p e c i f i c  o w n e r s h i p  t a x  on t h e  motor v e h i c l e ,  

t r a i l e r ,  s e m i - t r a i l e r ,  t r a i l e r  c o a c h ,  o r  mobi le  home f o r  which  t h e  

l i c e n s e  i s  t o  be i s s u e d .  e x s e p h - + h a ~ - ~ b e - s g e 8 i ~ i 6 - e w ~ e ~ s h i p - ~ a x ~ - ) s t l ~  

~ e % - ~ b e - $ e e s - p r e v i d e d - i n - s e c t i ~ ~ - J 3 - 5 - 2 3 , - ~ ~ - a ~ y - % z a i l ~ ~ - c ~ a c h - ~ z  


mebi4e-hemel-i$-said-spesi~i6-ew~e~ship-&a~-&~-i~-e~se66-ef-e~e 


h ~ ~ d ~ e $ - $ e 4 4 a ~ c , - m a y - b e - p a i d - 6 e m i , a ~ ~ u a 4 ~ y , - e ~ e - h a J ~ - e ~ - ~ z - b e ~ ~ z e  

d a ~ ~ a ~ y - 4 Q - a ~ d - e R e - h a 4 ~ - e ~ - e ~ - b e f e ~ e - J ~ 4 y - 4 Q - e ~ - e a ~ h - y e a z - a a d - i a - a u c h  


sase-kbeme-6ha44-be-$tl~~&shed-*e-*he-ew~e~-a%-%be-+ime-ea6h-6em&a~~~a4 


i~s%a~~me~+-e$-spe6&~&6-ew~e16hip-+a~-i6-pa&d-a-6&&6kez-6hewi~g-6~6h 


payme~&~--S~6h-s&i6ker-+e-be-af
f ixed-&e-+he-4i~e~6e-p4a&e---Q~-aay 

& r a i ~ e r - s e a ~ h - e z - m e b i 4 e - h e m e - ~ e g i 6 & e ~ e d - u ~ d e z - % h e - p ~ e v i a i ~ a a - ~ ~  

ses+ie~-43-5-~-~4$-tke-6~e~ifi6-ew~es6hi~-&ax,-bu%-ae%-$he-~~~s-pzo-

v i d e d - i ~ - ~ e s ~ i e ~ - 4 3 - 5 - 2 3 , - m a y - b e - p a i d - i a - c a 4 e ~ d a ~ - q u a z $ e z l y - i n s ~ a l ~ -

m e ~ + s - i ~ - e d v e ~ e e ~ - u p a ~ - t h e - f i f i ~ g - b y - t h e - o w n e ~ - t h e r e o f - o f - a n - a f f ~ d a v ~ t  


s + a t i ~ g - + k e + - k i s - g a i ~ ~ u 4 - e m p ~ e y m e ~ t - w ~ ~ h ~ R - t h ~ % - % t e ~ e - ~ ~ - R e t - e ~ p e e t e d  


Ce-exeeed-Chree-me~th31-du~atie~~-e~d-i~-sueh-ea3e3-the~e-3h833-be-


i u i ~ ~ s h e d - t e - + k e - e w ~ e ~ - a t - ~ k e - t i m e - t k e - e e 3 e ~ d e ~ - q u a ~ t e ~ 3 y - ~ ~ s t e ~ 3 m e n t  


ef-speeifie-ew~ership-tax-i3-p~id~-a-~t+ekef-shew+~g-the-dn+,e-te 


w k i e k - t k e - t a x - k a s - b o e ~ - p a + d ~ - - ~ u e ~ - e e r d - o ~ - ~ t ~ e k e ~ - ~ h a 3 3 - b e - a f f ~ x e d  




SECTION 2. 13-5-6 ( 4 ) ,  Co lo rado  Revised  S t a t u t e s  1953 (1960 

Perm Supp. ) , i s  he reby  amended BY THE A D D I T I O N  OF A NEW PARAGRAPH ( d )  

t o  r e a d :  

13-5-6. Tax on v e h i c l e s  of c l a s s e s  B ,  C, and D. ( 4 )  ( d )  I t  

s h a l l  be t h e  d u t y  of e a c h  coun ty  c l e r k  and r e c o r d e r  of t h e  s t a t e ,  

and of ' t h e  manager of revenue  of t h e  c i t y  and c o u n t y  of Denver ,  t o  

l o c a t e  and c o l l e c t  t h e  r e g i s t r a t i o n  f e e s  on a l l  t r a i l e r  coaches  and 

mobile homes l o c a t e d  i n  h i s  coun ty  a t  t h e  t ime of r e g i s t r a t i o n ;  and 

t o  c o l l e c t  t h e  s p e c i f i c  ownersh ip  t a x e s  on a l l  t r a i l e r  coaches  and 

mobile homes a s  r e q u i r e d  by t h i s  s e c t i o n  which a r e  l o c a t e d  i n  h i s  

coun ty  a t  t h e  t ime payment of such t a x e s  a r e  d u e ,  e x c e p t  a s  p rov ided  

i n  s e c t i o n  13-5-9 ( 4 )  ( b ) .  I t  i s  n o t  t h e  i n t e n t i o n  of t h i s  s e c t i o n  t o  

r e l e a s e  i n d i v i d u a l  r e s p o n s i b i l i t y  f o r  r e g i s t r a t i o n  of a mobile  home. 

SECTION 3. 13-5-9 ( 2 )  and ( 4 ) ,  C o l o r a d o  Revised  S t a t u t e s  1953 

(1960 Perm. Supp . ) ,  a r e  he reby  amended t o  r e a d :  

13-5-9. Tax y e a r  - d i s p o s i t i o n  - exempt ion  - p a r t i a l  payment. 

(2) The coun ty  c l e r k  and r e c o r d e r  s h a l l  r e p o r t  weekly and pay t o  t h e  

coun ty  t r e a s u r e r  a l l  a n n u a l  s p e c i f i c  ownersh ip  t a x e s  c o l l e c t e d  by 

him and a c c e p t  h i s  r e c e i p t  t h e r e f o r ,  and s a i d  c o u n t y  t r e a s u r e r  s h a l l  

d i s t r i b u t e ,  a p p o r t i o n ,  c r e d i t ,  and pay over  t o  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  s a i d  s p e c i f i c  ownersh ip  &an TAXES a s  p rov ided  

by law w i t h  r e f e r e n c e  t o  ad  va lorem t a x e s .  I N  THE CASE OF SPECIFIC 



OWNERSHIP TAXES COLLECTED ON A TRAILER COACH OR MOBILE HOME IN CLASS 

D ,  THE SCHOOL D I S T R I C T  AND ANY OTHER P O L I T I C A L  SLtBDIVISIONS IN WHICH 

THE S I T U S  OF THE TRAILER COACH OR MOBILE HOMZ IS ESTABLISHED AT THE 

TIME OF THE PAYMENT OF SUCH TAXES, SHALL BE APPORTIONED AND P A I D  

THEIR PROPORTIOI.JATE SHARE THEREOF I N  THE SAME MANNER A S  OTHER AD 

VALOREM TAXES ARE APPORTIONED AND PAID.  The d e p a r t m e n t  of r evenue  

s h a l l  pay o v e r  f u n d s  and moneys r e c e i v e d  by i t  t o  t h e  c o u n t y  t r e a s -

u r e r s  a t  such  t i m e s  a s  a r e  r e a s o n a b l e ,  and s a i d  c o u n t y  t r e a s u r e r s  

s h a l l  d e p o s i t  such  f u n d s  and moneys i n  highway f u n d s  of  t h e i r  r e s p e c -

t i v e  c o u n t i e s  under  d i r e c t i o n  of t h e  beam$ BOARDS of c o u n t y  commis- 

s i o n e r s  of s a i d  c o u n t i e s .  

( 4 )  ( a )  Payment of a n  a n n u a l  s p e c i f i c  o w n e r s h i p  t a x  on a t r a i l e r  

coach  o r  mobi le  home t o  t h e  c o u n t y  c l e r k  and r e c o r d e r  of  any c o u n t y  

of  t h i s  i n  which THEs t a t e  % h e - ~ W R ~ P - e m - e s s ~ p a ~ & - & s - a - f e s i d e ~ kS I T U S  

OF THE TRAILER COACH OR MOBILE HOME IS  ESTABLISHED AT THE TIME OF 

REGISTRA'TION, o r  t o  t h e  manager of  r evenue  of  t h e  c i t y  and c o u n t y  of 

Denver ,  i6-said-ess~ga~&-is-a-feside~&-&ke~eeP THE S I T U S  IS I NI F  

DENVER AT THE TIME OF REGISI 'RATIUN,  f o r  a l l  of a c a l e n d a r  y e a r ,  s h a l l  

c o n s t i t u t e  the e n t i r e  t a x  p a y a b l e  on such  v e h i c l e .  pzevidedT-keweve~ 

s k e ~ 4 d - ~ h e - e e s ~ p a ~ & - e 4 e e & - & e - p a y - s p e e i I i ~ - e w ~ e ~ s b i p - + , a x - e ~ - a - ~ e m ~ -

a ~ ~ ~ a 4 - e m - s a 4 e ~ d a ~ - q ~ a ~ & e f ~ y - b a s i s - s t l e k - + a x - 5 b a 4 4 - b e - p a ~ d - ~ e ~ - + h e  

e e s e ~ d - e ~ e - k a 4 C - e f - % h e - y e a ~ - e f - f e ~ - a ~ y - s ~ b 5 e q u e ~ & - q ~ 8 ~ + e ~ - + e - + b e  


s e ~ ~ ~ y - s ~ e ~ k - a ~ d - m e 6 e ~ d e 1 - e ~ - ~ h e - e e ~ ~ ~ y - w b e ~ e & ~ - 5 a & d - e e e ~ p e ~ ~ - & ~ - ~ b e ~  


D e ~ v e f ~  


( b )  THE OWNER OF A TRAILER COACH OR MOBILE HOME MAY ELECT NOT 


TO PAY THE REGIS'I'RATION FEE AND SPEC1FI.C OWNERSHIP TAX THEREON, BUT 




TO PAY I N  L I E U  THEREOF AN AD VALOREM TAX, BY SURRENDERING THE C E R T I -  

F ICATE OF  T I T L E  I S S U E D  BY THE DEPARTMENT OF REVENUE TO THE COUNTY 

CLERK AND RECORDER OF  THE COUNTY WHERE THE TRAILER COACH OR MOBILE 

HOME I S  SITUATED,  OR TO THE MANAGER OF  REVENUE O F  THE C I T Y  AND COUNTY 

OF DENVER I F  SITUATED I N  DENVER, AND BY F I L I N G  AN A F F I D A V I T  G I V I N G  THE 

EXACT LOCATION OF  THE rRAILER COACH AND MOBILE HOME. ALL SUCH A F F I -  

D A V I T S  SHALL BE TURNED OVER BY THE COUNTY CLERK AND RECORDER TO THE 

COUNTY ASSESSOR WHERE THE TRAILER COACH OR MOBILE HOME I S  SITUATED,  

AND S A I D  COUNTY ASSESSOR,  OR THE MANAGER O F  REVENUE I N  DENVER, SHALL 

A S S E S S  SUCH PROPERTY FOR THE PURPOSES OF AD VALOREM TAXATION. 

SECTION 4.  R e p e a l ,  13-5-6 (5), C o l o r a d o  R e v i s e d  S t a t u t e s  1953 

(1960 Pe'rm. s u p p . ) ,  i s  h e r e b y  r e p e a l e d .  

SECTION 5. A p p l i ~ a b i l i t ~ y  d a t e  of  a c t .  T h i s  a c tand e f f e c t i v e  

s h a l l  t a k e  e f f e c t  J a n u a r y  1, 1965,  and s h a l l  a p p l y  t o  t h e  y e a r  1965 

and e a c h  y e a r  t h e r e a f t e r .  

SECTION 6. S a f e t y  c l a u s e .  'The g e n e r a l  a s sembly  h e r e b y  f i n d s ,  

d e t e r m i n e s ,  and d e c l a r e s  t h a t  t h i s  a c t  i s  n e c e s s a r y  f o r  t h e  immediate  

p r e s e r v a t i o n  of  t h e  p u b l i c  p e a c e ,  h e a l t h ,  and s a f e t y .  



PRELIIYIINARY SUl&?ARY TAX EXEilPT LAND I N  COLOFiADO BY CO~JNTY~ 

( 7 )  ( 8 )
Per  Cent 

Of 

County Federa 1 
.Acres of Tax ,Exem~t  Land 

S t a t e C  County" i i lunic i~ala Priva t e e  Tota l  
T o t a l  Land 

I n  co1c.f 

Tax Exempt 
Land To 

A l l  Land 

Asians 
~ l a m o s a  
Arapahoe 
Archuleta 
3aca 

3ent 
3zulder 
Chaff ee 
Cheyenne 
Cl2ar Creek 

10,345 
191,036 
511,427 

282 
193,781 

143,456 
2,423 

16,485 
51,242 

5,112 

127 
124 

2,787 
304 

N.A. 

20 
14,070 

7 24 
K .A. 

7,266 

8,934 
7,542 
2,020 
3,350 

N .A. 

163,382 
215,245 
533,443 

55,178 
212,159 

I 

Conej JS 
g ~ o s t i l l a  

Crl~~vley 
Cus t e r  
D2lta 

N .A. 
N.A. 
436 
162 

2,280 

Dznver 
D ~ l a r e s  
Douglas 
Zagle 
Elbert  

N.A. 

E l  Pass 
Frem'3nt 
Garf ie ld  
Gi lp in  
Grand 

1,602 
5 

3,553 
N.A. 
418 



Faderal 
Acres 

S t a t e c  

G-unnisan 
Hinsdale 
huerf ano 
Jacksan 
Jaf f erson 

Kiowa 
K i t  Carsisn 
La ice 
La P la ta  
La rimer 

-

I 

1 

Las ~ n i m a s  
Lincoln 
Logan 
Mesa 
..;inera1 

.doff a t  
,;cnt ezuma 
.dI:cntrose 
.iorgan 
d t e r J  

206,707 
8,359 

.14 
53,155 

128,092 

Guray 
Park 
P h i l l i p s  
P i t k i n  
Frowers 

Pueblo 
A i o  3lanco 
3 i o  Grande 
Fidiltt 
Saguache 

240,553 
37,140 
13,485 
68,227 
86,407 

( 7 )  ( 8 )  
Per Cent 

Cif 

of Tax Exempt Land To ta l  Lan 
T a x  Exempt 

Land To 
~ o u n t v d  . i lun ic i~a ld  Pr iva tee  Tota l  In  C o 1 0 . ~  ~ 1 1Land 

7,521 40 133 1,829,559 
N.A.  N . A .  N  .A. 511,275 
N .A. N .A.  N.A.  972,922 
N.A.  N.A.  N.A.  53,829 

1,188 862 4,299 301,668 

2,005 1,040 7,124 327,365 
N . A .  N .A.  N.A.  1,621,138 

54 770 941 359,852 
2,841 3 17 1,706 744,559 

80 100 54 1,417,437 



I 

( 7 )  ( 8 )
P e r  Cent 

Of 
Tax Exempt 

To ta l  Land Land To 
County Fed era 1 StateC ccuntva i d u n i c i ~ a l d  Pr iva tee  To ta l  I n  co1o.f A l l  Land 

/-
w u a n 	 234,715 - - - N . A .  172 383 235,270 

/--- San ,.:iquel 476,242 13,520 --- --- --- 489,762 
~ e d ~ w i c k  78 25,373 56 648 1,187 27,342 
Suinmi t 290,651 --- 32 0 7,920 14 5 299,036 
T e l l e r  156,671 7,408 N.A.  5,598 5,227 174 ,904 

'dashington 1,058 104,546 R . A .  N . A .  2,617 108,221 1,616,OOC 6.70 
Weld 210,430 17 1,244 N.A. 96 40,203 421,973 2,562,560 16.47 
Yuma 520 52.536 40 550 978 54.624 1,516.800 3.60 

TZ'TAL 24,054 ,554b 3,122,551 45,549 129,456 206,665 27,558,778b 66,485,760 41.45% 
Per Cent ~f 36.18"h 4.70% .07% .19% -31% 41.45% 

S t a t e  Land 

3 .  	 Saurce: General Services  Adminis t ra t ion r epo r t  -- "Real Property Owned by United S t a t e s  
w Gavernrnent Throughout the  dor ld ,  I' National Fores t  Serv ice ,  Bureau of Land Yanagement, "Colorado 


Yearboak, 1351-61, " S t a t e  Land Board, and Game and F ish  Commission. 

I b. T ~ t a lincludes an add i t i ona l  361,556 a c r e s  of land,  not i d e n t i f i e d  by county, under c o n t r o l  of 


t he  Zureau of iieclamation. 

c .  	 Includes 2,987,011 a c r e s  of pub l i c  school lands ,  128,993 acres  of Game and F i s h  Lands, and 6,547 a c r e s  

,f miscellaneous proper ty  (no t  complete) .  
a .  	 Planning Commission r e p o r t s  t h a t  t h i s  information,  i n  some cases ,  i s  based on 1940 e s t ima te s  because 

surveys were nat  completed. 
e .  	 Based on r e p l i e s  from count ies ,  and includes  rai lway r i g h t s  of way. 
f .  	 Excludes surface water  area -- t o t a l  232,320 ac re s .  
N.A.  i<ot avai lable .  



A P P E N D I X  D 

SUMMARY OF STATE FREEPORT LAWS 

Alabama -- No f r e e p o r t  e x e m p t i o n ,  but d o e s  exempt  f rom 
p r o p e r t y  t a x e s  a l l  a y r i c u l t u r a l  p r o d u c t s  r a i s e d  o r  grown i n  t h e  s t a t e  
and s t o r e d  by t h e  p r o d u c e r .  (cCH p a r .  20-220)  

A la ska  -- No f r e e p o r t  p r o v i s i o n .  

--A r i z o n a  - - P r o p e r t y  moving t h r o u g h  t h e  s t a t e  and c o n s i g n e d  
t o  a  warehouse  f o r  s t o r a g e  o r  a s s e m b l y  i n  t r a n s i t ,  f o r  a n  o u t - s t a t e  
d e s t i n a t i o n ,  d o e s  n o t  a c q u i r e  s i t u s  f o r  p r o p e r t y  t a x  p u r p o s e s .  Ware-
h o u s e s  c l a i m i n g  f r e e p o r t  e x e m p t i o n s  f o r  p r o p e r t y ,  i n  t r a n s i t ,  must 
keep p r o p e r  r e c o r d s  of p o i n t  of o r i g i n ,  d e s t i n a t i o n ,  d a t e  of r e c e i p t ,  
and d a t e  of w i t h d r a w a l .  A l s o ,  c l a i m  f o r  e x e m p t i o n  must  be f i l e d  by 
owner of t h e  p r o p e r t y .  (CCH p a r .  20-219)  

A r k a n s a s  -- No f r e e p o r t  p r o v i s i o n .  

C a l i f o r n i a  -- No f r e e p o r t  p r o v i s i o n .  

C o l o r a d o  -- No f r e e p o r t  p r o v i s i o n .  L i v e s t o c k  and a g r i c u l t u r a l  
p r o d u c t s  t e m p o r a r i l y  s t o r e d  f o r  l e s s  t h a n  one y e a r  d o  n o t  a c q u i r e  s i t u s  
f o r  p r o p e r t y  t a x  p u r p o s e s .  (137-3-35 ,  CRS 1 9 5 3 )  

C o n n e c t i c u t  -- Goods of n o n - r e s i d e n t  m e r c h a p t s ,  h e l d  i n  
p u b l i c  s t o r a g e ,  i n  o r i g i n a l  p a c k a g e s ,  a r e  c o n s i d e r e d  i n  t r a n s i t  and 
n o t  s u b j e c t  t o  p r o p e r t y  t a x a t i o n ,  b u t  no p o r t i o n  of p r e m i s e s  i n  which 
t h e  goods  a r e  s t o r e d  may be owned o r  l e a s e d  by t h e  c o n s i g n o r  o r  
c o n s i g n e e  i f  t h e  e x e m p t i o n  i s  t o  a p p l y .  (CCH p a r .  20-233)  

Delaware  - - No p e r s o n a l  p r o p e r t y  t a x .  

F l o r i d a  * - A t t o r n e y  G e n e r a l ' s  o p i n i o n  - goods  s h i p p e d  i n  f rom 
o t h e r  s t a t e s  and p l a c e d  i n  t e m p o r a r y  s t o r a g e ,  p r i o r  t o  movement t o  
o t h e r  s t a t e s ,  do  n o t  a c q u i r e  t a x  s i t u s .  However, t h e  l e n g t h  of s t a y  
o r  s t o r a g e  may r a i s e  a p r e s u m p t i o n  t h a t  t h e  goods  have become a p a r t  
of t h e  b u l k  of  p r o p e r t y  of t h e  s t a t e  f o r  t a x  p u r p o s e s ,  b u t  t h i s  i s  
n o t  c o n c l u s i v e .  ( O p i n i o n  of A t t o r n e y  G e n e r a l ,  No. 060-22,  J a n u a r y  29 ,  
1960. ) 

G e o r g i a  - - No f r e e p o r t  e x e m p t i o n  

Hawai i  -- No p e r s o n a l  p r o p e r t y  t a x .  

I d a h o  -- Goods s h i p p e d  i n t o  I d a h o  and  s t o r e d  i n  o r i g i n a l  
p a c k a g e s  p r i o r  t o  sh ipmen t  t o  o t h e r  s t a t e s  a r e  deemed t o  be i n  t r a n s i t  
and n o t  s u b j e c t  t o  t h e  p e r s o n a l  p r o p e r t y  t a x ,  p r o v i d e d  t h a t  t h e  
warehouse  i n  which t h e  goods  a r e  s t o r e d  i s  n o t  owned o r  l e a s e d  by a  
c o n s i g n o r  o r  c o n s i g n e e  of t h e  p e r s o n a l  p r o p e r t y .  (CCH p a r .  20-200)  

I l l i n o i s  -- S t r i c t  f r e e p o r t  e x e m p t i o n  e n a c t e d  i n  1963 s e s s i o n .  



I n d i a n a  -- P e r s o n a l  p r o p e r t y  o f  n o n - r e s i d e n t s  o f  t h e  s t a t e  
s h i p p e d  i n t o  t h e  s t a t e  f o r  p u r p o s e s  o f  t r a n s - s h i p m e n t  t o  a n o t h e r  
s t a t e ,  r e t a i n e d  i n  o r i g i n a l  p a c k a g e s ,  a n d  t h e  b i l l  o f  l a d i n g  d e s i g -  
n a t e s  f i n a l  p o i n t  o f  s h i p m e n t ,  a n d  t h e  w a r e h o u s e  i n  w h i c h  t h e  g o o d s  
a r e  s t o r e d  i s  n o t  owned by t h e  c o n s i g n o r  o r  c o n s i  n e e ,  a r e  e x e m p t  
f r o m  t h e  p e r s o n a l  p r o p e r t y  t a x .  (CCH p a r .  20-7173 

-Iowa -- P e r s o n a l  p r o p e r t y  s t o r e d  i n  a w a r e h o u s e  o f  a n y  
p e r s o n ,  c o - p a r t n e r s h i p  o r  c o r p o r a t i o n  e n g a g e d  i n  t h e  b u s i n e s s  o f  
s t o r i n g  g o o d s  f o r  p r o f i t  and n o t  i n t e n d e d  f o r  r e s a l e  i s  exempt  f r o m  
t a x a t i o n .  (CCH p a r .  2 0 - 2 3 2 )  

K a n s a s  - - P e r s o n a l  p r o p e r t y  moving t h r o u g h  t h e  s t a t e ,  o r  
c o n s i g n e d  t o  a w a r e h o u s e  i n  t h e  s t a t e  f o r  d e l i v e r y  t o  a p o i n t  o u t s i d e  
t h e  s t a t e ,  d o e s  n o t  a c q u i r e  s i t u s  f o r  t h e  p u r p o s e s  o f  p r o p e r t y  
t a x a t i o n .  (CCH p a r .  20-227)  

K e n t u c k y  -- No s t a t e  f r e e p o r t  e x e m p t i o n ;  however ,  m a c h i n e r y  
and  p r o d u c t s  i n  t h e  c o u r s e  o f  m a n u f a c t u r e ,  o f  i n d i v i d u a l s  o r  
c o r p o r a t i o n s  a c t u a l l y  e n g a g e d  i n  m a n u f a c t u r i n g ,  and t h e i r  r a w  
m a t e r i a l s  a c t u a l l y  on  hand  a r e  e x e m p t  f r o m  l o c a l  p r o p e r t y  t a x e s .  
(CCH p a r .  2 0 - 3 8 1 )  

L o u i s i a n a  - - A l l  p e r s o n a l  p r o b e r t y  i n  p u b l i c  o r  p r i v a t e  s t o r a g e ,  
w h i l e  i n  t r a n s i t  t h r o u g h  t h e  s t a t e ,  s h i p p e d  i n t o  t h e  s t a t e  f o r  a f i n a l  
d e s t i n a t i o n  o u t s i d e  o f  t h e  s t a t e ,  w h e t h e r  s u c h  d e s t i n a t i o n  was  s p e c i f i e d  
when t h e  t r a n s p o r t a t i o n  b e g a n  o r  n o t ,  i s  e x e m p t  f r o m  t a x a t i o n .  A l l  s u c h  
p r o p e r t y ,  w h e t h e r  t a x  e x e m p t  o r  n o t ,  m u s t  be r e p o r t e d .  (CCH p a r .  20-220)  

Maine -- F o r  t h e  p u r p o s e  o f  p e r s o n a l  p r o p e r t y  t a x a t i o n ,  g o o d s  
m u s t  be u s e d  i n  t r a d e  o r  m a n u f a c t u r e ;  i f  n o t ,  t h e  g o o d s  d o  n o t  a c q u i r e  
s i t u s  f o r  l o c a l  t a x a t i o n .  (CCH p a r .  9 1 - 5 8 0 )  (The a d m i n i s t r a t i o n  o f  
t h i s  a c t  may e x c l u d e  g o o d s  h e l d  i n  w a r e h o u s e s  o r  i n  t r a n s i t .  C l a r i -
f i c a t i o n  w i t h  t h e  Maine t a x  c o m m i s s i o n  may be n e c e s s a r y  t o  d e t e r m i n e  
t h e  e x t e n t  o f  s u c h  e x e m p t i o n s .  ) 

-M a r y l a n d  -- No s t a t e  f r e e p o r t  e x e m p t i o n .  The c h a r t e r  of t h e  
c i t y  o f  B a l t i m o r e  e x e m p t s  p r o p e r t y  s t o r e d  i n  t h e  c i t y  f o r  t e m p o r a r y  
p u r p o s e s  f r o m  c i t y  t a x a t i o n .  (CCH p a r .  2 0 - 2 3 0 )  

M a s s a c h u s e t t s  - - The p e r s o n a l  p r o p e r t y  o f  a n  i n d i v i d u a l ,  who 
n e i t h e r  r e s i d e s  n o r  h a s  h i s  p l a c e  o f  b u s i n e s s  i n  t h e  s t a t e ,  h e l d  i n  
s t o r a g e  i n  a l i c e n s e d  p u b l i c  w a r e h o u s e ,  i n  o r i g i n a l  p a c k a g e  f o r m ,  i s  
deemed t o  be i n  t r a n s i t  and  n o t  s u b j e c t  t o  t a x a t i o n .  (CC1-I p a r .  20-101)  

M i c h i g a n  -- A l l  p r o d u c t s ,  w i t h  t h e  e x c e p t i o n  of a l c o h o l i c  
b e v e r a g e s ,- .  l o c a t e d  i n  a p u b l i c  w a r e h o u s e ,  a n d  d e s i g n a t e d  a s  i n  t r a n s i t  
f o r  d e s t i n a t i o n s  o u t - s t a t e ,  a r e  e x e m p t e d  f r o m  t h e  p e r s o n a l  p r o p e r t y  
t a x .  F o r  p u r p o s e s  o f  t h i s  a c t ,  a p u b l i c  w a r e h o u s e  d o e s  n o t  i n c l u d e  
p r e m i s e s  owned o r  l e a s e d  by t h e  c o n s i g n o r  o r  c o n s i g n e e  of  t h e  p r o p e r t y  
i n  w h i c h  t h e  e x e m p t i o n  i s  r e q u e s t e d .  The owner  of  t h e  p r o p e r t y  mus t  
f i l e  a sworn  s t a t e m e n t  t o  q u a l i f y  f o r  a n  e x e m p t i o n .  E x e m p t i o n s  a r e  
l i m i t e d  t o  one y e a r .  (CCH p a r .  20-229  and  2 3 0 )  

--Minnes0t .a  -- O r i g i n a l  p a c k a g e s  of  m e r c h a n d i s e  s h i p p e d  i n t o  

t h e  s t a t e  by a n o n - r e s i d e n t  f o r  s t o r a g e ,  w h i l e  e n  r o u t e  t o  a  d e s t i n a - 

t i o n  o u t - s t a t e ,  a r e  e x e m p t  f r o m  p e r s o n a l  p r o p e r t y  t a x a t i o n .  'To 




q u a l i f y  f o r  exempt ion ,  t h e  warehouse must be l i c e n s e d  and r e g u l a t e d  
by t h e  s t a t e  of Minnesota  and t h e  c o n s i g n o r  o r  c o n s i g n e e  of t h e  
p r o p e r t y  must n o t  h o l d  a l e a s e  o r  have an  i n t e r e s t  i n  t h e  warehouse.  
A l so ,  t h e  warehouse o p e r a t o r  must f i l e  a  s t a t e m e n t  i n  o r d e r  f o r  t h e  
exempt ion  t o  be g r a n t e d .  D a i r y ,  p o u l t r y ,  v e g e t a b l e  and meat p r o d u c t s  
produced i n  t h e  s t a t e  and h e l d  f o r  sh ipment  o u t - s t a t e  a r e  a l s o  exempt 
f rom t a x a t i o n .  The l a t t e r  exempt ion  d o e s  n o t  a p p l y  i f  t h e  owner of 
t h e  p r o p e r t y  h a s  a n  i n t e r e s t  i n  t h e  warehouse.  (CCH p a r .  20-225 and 
226 ) 

M i s s i s s i p p i  -- A l l  commodi t ies  h e l d  i n  s t o r a g e  f o r  i n t e r s t a t e ,  
i n t r a s t a t e ,  and f o r e i g n  commerce a r e  exempt f rom s t a t e  and l o c a l  t a x e s .  
(CCH p a r .  20-249) I f  5 0  p e r  c e n t  of t h e  p r o d u c t s  s t o r e d  i n  a ware-
house a r e  f o r  sh ipment  t o  a n o t h e r  s t a t e ,  t h e  warehouse may be l i c e n s e d  
a s  a " f r e e p o r t  warehouse I t .  M a n u f a c t u r i n g  o r  assembly  p l a n t s  may n o t  
q u a l i f y  a s  " f r e e p o r t  warehouses" .  The t a x  commission may r e q u i r e  t h a t  
warehouses  keep a l l  n e c e s s a r y  r e c o r d s  t o  c a r r y  o u t  t h e  p u r p o s e s  of t h e  
f r e e p o r t  law. (CCH p a r .  20-249)  

M i s s o u r i  -- P e r s o n a l  p r o p e r t y ,  moving t h r o u g h  t h e  s t a t e  o r  
cons igned  t o  a warehouse i n  t h e  s t a t e ,  i n  t r a n s i t ,  t o  a d e s t i n a t i o n  
o u t - s t a t e ,  a c q u i r e s  no s i t u s  f o r  p r o p e r t y  t a x  p u r p o s e s .  The owner 
i s  r e q u i r e d  t,o submi t  documentary  p roof  t h a t  t h e  goods  a r e  i n  t r a n s i t .  
(CCH p a r .  20-221) 

Montana - --- No f r e e p o r t  exempt ion .  

Nebraska -- Merchandise  i n  i n t e r s t a t e  commerce, s t o r e d  i n  
t r a n s i t ,  i n  bonded and l i c e n s e d  warehouses ,  o r i g i n a t i n g  w i t h i n  and 
w i t h o u t  t h e  s t a t e  of : Jebraska ,  f o r  o u t - s t a t e  d e s t i n a t i o n s ,  i s  exempt 
from p r o p e r t y  t a x a t i o n .  The owner of goods  must n o t i f y  t h e  warehouse 
l i c e n s e e  of h i s  i n t e n t i o n  t o  s h i p  goods  and of t h e i r  o u t - s t a t e  
d e s t i n a t i o n .  IT t n e  d e s t l n a t l o n  i s  changed t o  w i t h i n  t h e  s t a t e  of 
Nebraska ,  t h e  l i c e n s e e  must n o t i f y  t h e  c o u n t y  a s s e s s o r  of  t h e  change 
i n  d e s t i n a t i o n ;  hence t h e  change i n  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 .  (CCH p a r .  20-774)  

Nevada -- P e r s o n a l  p r o p e r t y  moving i n  i n t e r s t a t e  commerce, 
cons igned  t o  a warehouse ,  p u b l i c  o r  p r i v a t e ,  f o r  s t o r a g e  i n  t r a n s i t  
t o  a n o t h e r  s t a t e ,  whether  s p e c i f i e d  when t r a n s p o r t a t i o n  began o r  
a f t e r w a r d ,  i s  deemed t o  have a c q u i r e d  no s i t u s  f o r  p u r p o s e s  of t a x a -
t i o n .  P r o p e r t y  d o e s  n o t  l o s e  i t s  s t a t u s  of exempt ion  because  of 
a s sembly ,  a d d i t i o n a l  p r o c e s s e s ,  r e l a b e l i n g ,  r e p a c k a g i n g ,  e t c .  A l so ,  
t h e r e  i s  no t ime l i m i t  on which t h e  p r o p e r t y  must be s h i p p e d  i n  o r d e r  
t o  r e t a i n  i t s  t a x  f r e e  s t a t u s .  I f  t h e  p r o p e r t y  i s  r e c o n s i g n e d  t o  a 
d e s t i n a t i o n  i n  Nevada, t h e  warehouseman must make such  a r e p o r t  and 
t h e  p r o p e r t y  i s  t h e n  s u b j e c t  t o  t h e  r e g u l a r  t a x  laws.  (CCH p a r .  20-250) 

New Hempshire -- No f r e e p o r t  exempt ion .  

New J e r s e y  - - Exempts i n v e n t o r i e s  of raw m a t e r i a l s ,  s u p p l i e s ,  
s m a l l  t o o l s ,  and g a s  s t o r e d  i n  p u b l i c  warehouses .  (CCH p a r .  20-215)  

New Mexico - - 1963 law exempts  p r o p e r t y  i n  i n t e r s t a t e  

commerce sh ipped  from o u t - s t a t e  f o r  s t o r a g e  i n - t r a n s i t  f o r  f i n a l  

d e s t i n a t i o n  o u t - o f - s t a t e .  




- - 

---- 

New York -- No p e r s o n a l  p r o p e r t y  t a x .  

N o r t h  C a r o l i n a  -- No f r e e p o r t  p r o v i s i o n .  

N o r t h  Dakota  -- P e r s o n a l  p r o p e r t y  c o n s i g n e d  t o  a warehouse  
w i t h i n  t h e  s t a t e ,  f o r  s t o r a g e  o r  a s sembly  i n  t r a n s i t ,  t o  a n  o u t - s t a t e  
d e s t i n a t i o n ,  i s  deemed t o  have a c q u i r e d  no s i t u s  f o r  p u r p o s e s  o f  
t a x a t i o n ,  l h e  warehouse  must  keep  r e c o r d s  showing p r o p e r t y  i n  t r a n s i t  
and must n o t i f y  t h e  l o c a l  a s s e s s o r  i f  t h e  d e s t i n a t i o n  i s  changed  t o  an 
i n - s t a t e  a r e a .  (CCH p a r .  20-707)  

Ohio -- P e r s o n a l  p r o p e r t y  s h i p p e d  f rom p o i n t s  o u t s i d e  t h e  
s t a t e ,  h e l d  i n  a p u b l i c  warehouse  n o t  s u b j e c t  t o  c o n t r o l  o r  s u p e r -
v i s i o n  of  t h e  t a x p a y e r ,  n o t  p r o c e s s e d ,  and f i n a l  d e s t i n a t i o n  i s  o u t s i d e  
t h e  s t a t e ,  i s  n o t  s u b j e c t  t o  t a x a t i o n .  A l s o ,  a g r i c u l t u r a l  p r o d u c t s ,  
h e l d  i n  s t o r a g e  and s u b j e c t  t o  c o n t r o l  of  t h e  U. S. Government ,  a r e  
n o t  s u b j e c t  t o  p e r s o n a l  p r o p e r t y  t a x a t i o n .  (CCH p a r .  20-220)  

Oklahoma -- P e r s o n a l  p r o p e r t y  moving i n  i n t e r s t a t e  commerce, 

t h r o u g h  t h e  s t a t e  of  Oklahoma, c o n s i g n e d  t o  a warehouse  f o r  s t o r a g e  

i n  t r a n s i t ,  wi tah f i n a l  d e s t i n a t i o n  o u t s i d e  t h e  s t a t e  ( w h e t h e r  s p e c i -  

f i e d  when t r a n s p o r t a t i o n  b e g i n s  o r  a f t e r w a r d s ) ,  i s  deemed n o t  t o  have 

g a i n e d  s i t u s  f o r  ad  va lo rem t a x  p u r p o s e s .  (CCH p a r .  20-706)  


Oregon -- P e r s o n a l  p r o p e r t y  produced  o u t s i d e  t h e  s t a t e ,  i n  

t r a n s i t , ,  b r o u g h t  i n t o  t h e  s t a t e  f o r  p u r p o s e s  of  t r a n s - s h i p m e n t  t o  a n  

o u t - s t a t e  d e s t i n a t i o n ,  and h e l d  i n  s t o r a g e ,  i s  deemed n o t  t o  have 

a c q u i r e d  s i t u s  f o r  p u r p o s e s  of  t a x a t i o n .  Such p r o p e r t y  i s  n o t  

d e p r i v e d  of exempt ion  b e c a u s e ,  w h i l e  i n  s t o r a g e ,  t h e  p r o d u c t  i s  bound, 

a s s e m b l e d ,  j o i n e d ,  d i v i d e d ,  c u t  b r o k e n  i n  b u l k ,  l a b e l e d ,  r e l a b e l e d ,  

e t c .  (CCH p a r .  20-232 and 2 3 2 a j  


P e n n s y l v a n i a  - - No t a x  on t a n g i b l e  p e r s o n a l  p r o p e r t y .  

Rhode I s l a n d  - - No f r e e p o r t  e x e m p t i o n .  

S o u t h  C a r o l i q a  - - P e r s o n a l  p r o p e r t y  s h i p p e d  t h r o u g h  t h e  s t a t e  
of Sou th  C a r o l i n a ,  c o n s i g n e d  t o  a warehouse  ( p u b l i c  o r  p r i v a t e ) ,  f o r  
s t o r a g e  i n  t r a n s i t  t o  a f i n a l  d e s t i n a t i o n  o u t s i d e  of t h e  s t a t e  
( w h e t h e r  s p e c i f i e d  when t r a n s p o r t a t i o n  b e g i n s  o r  a f t e r w a r d s ) ,  i s  
deemed n o t  t o  have a c h i e v e d  s i t u s  f o r  p r o p e r t y  t a x a t i o n .  P r o p e r t y  

,which  i s  bound,  a s s e m b l e d ,  j o i n e d ,  p r o c e s s e d ,  d i v i d e d ,  e t c . ,  w h i l e  
h e l d  i n  s t o r a g e ,  d o e s  n o t  l o s e  i t s  exempt  s t a t u s .  Warehouses  must 
keep  r e c o r d s  of  i n  t r a n s i t  p r o p e r t y .  P e r s o n s  must  f i l e  f o r  exempt  
s t a t u s ,  and s u c h  c l a i m s  must  be accompanied by a  warehouse  c e r t i f i c a t e .  
(CCH p a r .  20-233)  

S0ut.h Dakota  - - . 4 t t o r n e y  G e n e r a l ' s  o p i n i o n  p r o v i d e s  t h a t  
7-

merchand i se  h e l d  i n  s t o r a g e  i n  Sou th  Dakota  h a s  come t o  r e s t  and  i s  
s u b j e c t ,  t o  t a x a t i o n .  ' T h e r e f o r e ,  -the bu rden  of p roof  l i e s  w i t h  t h e  
owner t o  show t h a t .  t h e  p r o p e r t y  i s  n o t  s u b j e c t  t o  t a x a t i o n .  (CCH 
p a r .  20-101)  

Tennessee  - - P r o p e r t y  d o e s  n o t  a c q u i r e  s i t u s  f o r  t a x  p u r p o s e s
i f  moving i n  i n t . e r s t n t e  cornnlerce and c o n s i g n e d  t.o a  warehouse  f o r  
s t o r a g e ,  i n  t r a n s i t ,  f o r  sh ipmen t  t o  a n  o u t - s t a h  d e s t i n a t i o n  (whe the r  
s p e c i f i e d  when t r a n s p o r t a t i o n  b e g i n s  o r  a f t e r w a r d s ) .  (CCH p a r .  20-218)  



-- 
---- 

'I 'exas -- No f r e e p o r t  p r o v i s i o n .  A t t o r n e y  G e n e r a l ' s  o p i n i o n  
( 1 9 4 5 )  h e l d  t h a t  p r o p e r t y  engaged  i n  i n t e r s t a t e  commerce may a c h i e v e  
t a x a b l e  s i t u s  i n  a j u r i s d i c t i o n  t h a t  i t  p a s s e s  - th rough  i n  t e r m s  of 
t h e  n a t u r e  and d u r a t i o n  of t h e  d e l a y .  (CCH p a r .  20-701 .20)  

U tah  - --- The f r e e p o r t  l aw p r o v i d e s  t h a t  g o o d s  moving i n  
i n t e r s t a t e  commerce i n t o  t h e  s t a t e ,  f o r  f i n a l  d e s t i n a t i o n s  o u t s i d e  
t h e  s t a t e ,  and e n t i t l e d  t o  t h r o u g h  r a t e s  a s  a p p r o v e d  by t h e  I n t e r s t a t e  
Commerce Commiss ion,  and  n o t  d e t a i n e d  more t h a n  9 0  d a y s ,  a r e  deemed 
t o  be p r w p e r t y  i n  i n t e r s t a t e  commerce and n o t  s u b j e c t  t o  p r o p e r t y  
t a x a t i o n .  ~ l l s o ,  m e r c h a n d i s e  d e t a i n e d  n o t  more t h a n  n i n e  months  and 
h e l d  f o r  a s s e m b l y ,  m a n u f a c t u r i n g ,  p r o c e s s i n g ,  o r  f a b r i c a t i n g  p u r p o s e s ,  
and s h i p p e d  i n t o  t h e  s t a t e  f o r  f i n a l  d e s t i n a t i o n s  o u t - s t a t e ,  i s  n o t  
s u b j e c t  t o  p r o p e r t y  t a x a t i o n .  However, g o o d s  u s i n g  "home" p r o d u c e d  
p r o d u c t s  a r e  s u b j e c t  t o  t a x a t i o n  e v e n  t h o u g h  f i n a l  s h i p m e n t  i s  o u t -
s t a t e .  (CCH p a r .  20 -208 )  The U t a h  l e g i s l a t u r e  ( 1 9 6 3  s e s s i o n )  a d o p t e d  
a r e s o l u t i o n  f o r  a p r o p o s e d  c o n s t i t u t i o n a l  amendment wh ich ,  i n  e f f e c t ,  
would e x t e n d  f r e e p o r t  t o  "home " p r o d u c t s .  

Vermont -- No f r e e p o r t  p r o v i s i o n .  

V i r g i n i a  -- No f r e e p o r t  p r o v i s i o n .  

Viashino-ton - - M e r c h a n d i s e  h e l d  i n  s t o r a g e  i n  a p u b l i c  o r  
p r i v a t e  w a r e h o u s e ,  brought .  i n  f r o m  o u t - s t a t e ,  and  f i n a l  d e s t i n a t i o n  
a l s o  i s  o u t - s t a t e ,  i s  c o n s i d e r e d  t o  be i n  t r a n s i t ,  and  n o n - t a x a b l e .  
County  a s s e s s o r s  mus t  a s s e s s  a l l  p r o p e r t y ,  b u t  r e c e i p t  of  documen ta ry  
p r o o f  of g o o d s  i n  t r a n s i t  c a n c e l s  t h e  r e s p e c t i v e  a s s e s s m e n t .  
(CCH p a r .  20 -216 )  

West  V i r g i n i a  -- No f r e e p o r t  law. 

W i s c o n s i n  - - P e r s o n a l  p r o p e r t y  h e l d  i n  s t o r a g e ,  i n  a p u b l i c  
wa rehouse ,  f o r  s h i p m e n t  o u t - s t a t e  i s  t a x  exempt .  Owner mus.t f i l e  
s t a t e m e n t  t o  q u a l i f y  f o r  e x e m p t i o n .  (CCH p a r .  20 -236 )  

Wyoming -- P e r s o n a l  p r o p e r t y ,  i n  t r a n s i t , ,  h e l d  i n  s t o r a g e  
f o r  n o t  more t h a n  n i n e  mon th s ,  s h i p p e d  i n t o  t h e  s t a t e  f o r  a d e s t i n a t i o n  
o u t - s t a t e  ( w h e t h e r  s u c h  d e s t i n a t i o n  i s  s p e c i f i e d  b e f o r e  o r  a f t e r  
t r a n s p o r t a t i o n  b e g i n s )  i s  deemed n o t  t o  have  a c q u i r e d  s i t u s  f o r  t a x  
p u r p o s e s .  A l s o ,  w a r e h o u s e s  mus t  keep  a d e q u a t e  r e c o r d s .  (CCH p a r .  
20- 225 ) 


