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NUMBER OF TAXABLE INIIIVIDUAL RETURNS RELATED TO TOTAL STATE 

POPULATION, BY YEARS I 1939-1953 

Year Colorado Population Individual Individual Taxpayers 
Taxabl e neturns Expressed a s  percentage 

- of Population 

U. S .  Bureau of  the Census and Reports of  Colorado 
Dcpar tmeni o f  Ro venue. 

S ta te  
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N U M B E R  O F  T A X P A Y E R S  E X P R E S S  E  D  A S  PERCENTAGE 


O F  T O T A L  P O P U L A T I O N  I N  C O L O R A D O  

P E R S O N A L  I N C O M ' E  T A X  1939-1 9 5 3  

Percentage 
of 
T o t a l  Population 



D. Administrat ive Cost 

The admin i s t r a t ive  c o s t  of t h e  Colorado income t a x  has been r epor t ed  

by the  Department o f  Revenue s i n c e  t h e  Department was e s t ab l i shed  i n  1942. 

Comparable f i g u r e s  a r e  not  a v a i l a b l e  f o r  p r i o r  years .  Table 32 shows t o t a l  

d o l l a r  c o s t s  of admin i s t r a t ive  c o s t s  expressed a s  a  percentage of t o t a l  t a x  

co l3ec t ions .  The inc rease  i n  admin i s t r a t ive  c o s t  has p a r a l l e l e d  very  c l o s e l y  

the  inc rease  i n  t o t a l  t a x  c o l l e c t i o n s  a s  ind ica t ed  by the  percentage column. 

Since 1942 t h e  c o s t  of c o l l e c t i n g  each d o l l a r  of income t a x  revenue has 

ranged from a  low of 2.2 cen t s  i n  1943 t o  a high of 3.6 cen t s  i n  1945. The 

average c o s t  f o r  t he  1 2  ;years was about 2.8 cents .  

Another b a s i s  f o r  cons ide r ing  t h e  admin i s t r a t ive  cos t  of the income 

t a x  is  t o  r e l a t e  t o t a l  c o s t  t o  t h e  n m b e r  of  t axab le  r e tu rns .  This  i s  a  f a i r  

b a s i s  f o r  measuring admin i s t r a t ive  e f f i c i e n c y .  However, i t  has  shortcomings. 

The c o s t  of process ing  r e t u r n s  v a r i e s  according t o  kind of r e t u r n ,  kind of 

income, e t c .  Nevertheless ,  t h e  a d m i n i s t r a t i v e  c o s t  p e r  taxable  r e t u r n  i s  

considered a f a i r  b a s i s  f o r  oomparing one year  w i t h  another .  Table 33 

shows the  c o s t  p e r  t axab le  r e t u r n  by yea r s  s i n c e  1942. It should be noted 

t h a t  c o s t  f i g u r e s  a r e  f o r  f i s c a l  y e a r s  while r e t u r n s  f i l e d  a r e  by ca lendar  

yea r s .  The average c o s t  pe r  r e t u r n  r o s e  from $1.41 i n  1942 t o  $2.00 i n  

1947; s i n c e  then t h e  c o s t  has dev ia t ed  b u t  s l i g h t l y  from $1.80 pe r  r e tu rn .  

During these  y e a r s ,  genera l  p r i c e s ,  wages, e t c .  have r i s e n  i n  the s t a t e  and 

na t ion .  Consoquently, t h e  c o s t  of $1.80 i n  1953 i s  very favorable  a s  com-

pared wi th  $1.41 i n  1942 and wi th  an over-a l l  averago f o r  a l l  years  of $3.83. 



-- 

T A B L E  32 

ADMINISTRATIVE CUST RELATED It) TAX COLLECTIONS, COLORADO 

INCOME TAX, BY FISCAL YEARS, 1942-1953 

Income Tax Income Tax Percentage Adm. Coat 
Year Collections Administrative To Total Collections 
- Cost-


Total $143,148,019 $3,971,961 2.77 

Source: Reports, Colorado Sta te  Department of &venue. 
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ADMINISTRATIVE CUS T PER TAXABJE RETURN COLORADO INCOME TAX , 1942-1953.-
Income Tax ( 1  Tota l  (2 )  Administrative Cost 

Year- Administrative Cost Taxable Returns - Per Taxable Beturn -

Total  $3,971,961 2,171,180 $1.83 

(1)  F i s c a l  Year 
(2 )  Individt lal ,  Corporate and Fiduciary Taxable Returns. Calendar years.  

Source: Calculated from r e p o r t s  of Colorado S t a t e  Department of Revenue. 



SKCTION V I I  -- SPECIAL CONSIDERATIONS RELATING TO THE COLORAM) INCOME TAX 

A .  Tho Surtax 

Colorado's s u r t a x  on income is applied upon an e n t i r e l y  d i f f e r e n t  prin-  

c i p l e  from the s u r t a x  u t i l i z e d  by the  Federal Government. The l a t t e r  has 

a s u r t a x  on not taxable  income a f t e r  personal exemptions and is p r inc ipa l ly  

f o r  the  purpose of making the  income tax  r a t e s  more s t eep ly  progressive. 

On the  o ther  hand, Colorado's s u r t a x  i s  a s p e c i a l  2 per cent f l a t  r a t e  on 

income i n  the form of i n t e r e s t  and dividend payments a f t e r  a  f ixed exemp- 

t i o n  ($600, c u r r e n t l y ) ,  the l a t t e r  having no r e l a t i o n s h i p  t o  the  l e v e l  of 

personal exemptions. I n t e r e s t  and dividend payments a r e  o f t en  referked to 

a s  being income from in tang ib les  and the  su r tax  is f requent ly  ca l l ed  an 

in tangible  income tax. 

Purpose of the Surtax. A t  the time the income tax  law was enacted i n  

1937, a l l  in tang ib le  porsonal property i n  Colorado was made exempt from 

taxa t ion  under the  property tax. This l e g a l l y  f reed approximately one 

b i l l i o n  d o l l a r s  of in tang ib le  wealth from any property (mil l  l evy)  t ax  

l i a b i l i t y .  However, p r i o r  t o  1937, most of t h i s  wealth had escaped taxat ion 

anway through t h e  f a i l u r e  of assessors  t o  place the  property upon tax  r o l l s .  

Regular property tax r a t e s  were considered conf iscatory  because of being a s  

high or  o f t en  higher than the t o t a l  income from the in tangibles .  
\ 

It was decided t o  levy a 2 per cent s u r t a x  ( i n  addi t ion  to  a normal 

tax a f t e r  exemptions) on a l l  income from in tang ib les ,  a s  pa r t  of the new 

income t a x  law of 1937. Thus, the re  was s u b s t i t u t e d ,  a  moderate tax  (based 

upon incomo) f o r  the very heavy t ax  (based upon property)  which was being 

r e p e a l  ed . 
S L W ~ R X  Since 1937. $200 in tang ib le  income exemption was Am~ndrnent~ A 

permitted beginning i n  1942. This exemption was increased t o  $600 i n  1951. 



The reason f o r  t h i s  exemption was the b e l i e f  t h a t  w i t b u t  it,  many small  

income rece ive rs  pr imar i ly  dependent upon i n t e r e s t  and dividend payments, 

notably r e t i r e d  old people, would unduly su f fe r .  

The e f f e c t s  of amendments s ince  1937 a s  they p e r t a i n  t o  in tangible  

income may bo seen i n  Table 34. I f  we a s s m e  t h a t  in tang ib les  (stocks,  

bonds, mortgages, e t c .  ) y i e l d  an average r e t u r n  of 4 pe r  cent ,  the t a b l e  

ind ica tes  tha t  average property t a x  l i a b i l i t y  p r i o r  t o  1937 amounted t o  

874 per cent of average inoome. This was indeed confiscatory.  However, 

the  s u r t a x  (1937-42) without an exemption, reduced t h i s  l i a b i l i t y  t o  2 per 

cent ,  making the t a x  $4, f o r  example, on in tang ib les  worth $5,000. Ef fec t  

o f  the  subsequent exemptions ($600 by 1951) was t o  exempt $15,000 worth of 

s tocks and bonds (assuming a 4 per cen t  y i e l d )  from any surtax.  

T A B L E  84 

CHANGING SURTAX LXABILITY SINCE -1937 

Under P r o ~ e r t y  -
Value of Tax P r i  r- Surtax Surtax Surtax 

hOunt(f$ TO 1 ~ ~ ~ 1 2 )Intangibles  Income 1937-42(~ )1942-51(~ )since 1951(5) 

(1)Assuming a 4% average y ie ld  10 

(2 )  Assuming an average r a t e  of' 35 mills. This was the average r a t e  i n  
1936, i t  has s ince  increased. 

( 3  No exemption was permitted. 
(4 $200 exemption. I 
( 5 )  $600 exemption. 



Present S t a t u s  of Surtax -- Number of Returns.- Table 35 shows the 

proportion of individual  taxable r e t u r n s  f i l e d  i n  1951 and 1952 which con-

tained some sur tax  l i a b i l i t y ,  I n  1951, when the exemption was $200, one 

out of nine taxpayers, paid a su r tax ,  However, i n  1952 (exemption $600) 

only one out  of every 1 8  paid a su r tax ,  These 17,897 surtaxpayers repre-  

sented a small proport ion indeed of the a d u l t  population of Colorado. The 

t a x  appl ios  to n a t u r a l  persons only. There i s  no su r tax  imposed on income 

from in tang ib les  received by t r u s t s ,  e s t a t e s ,  corporat ions o r  partnerships.  

Surtax Revenue. The sur tax  i s  cur ren t ly  y ie ld ing  about $1,000,000 of 

revenue annually. This i s  only  about 5 per cent  of  t o t a l  s t a t e  income t a x  

receipts .  The e f f e c t  of changes made i n  1952 a s  compared with 1951 ( l a t e s t  

f i g u r e s  ava i l ab le )  i s  shown i n  Table 36. The average payer of  sur taxes  had 

sur taxable  income ( i n t e r e s t  and dividends ) of $3,064 a s  shown by r e t u r n s  

f i l e d  i n  1952. Thus, he was a taxpayer of considerable in tangible  wealth. 

The Revenue Department has estimated t h i s  wealth on an income capi ta l ized 

bas is  of 4 per cent .  The r e s u l t s  a r e  shown i n  Table 37. The 1952 re tu rns  

show an estimated t o t a l  c a p i t a l  wealth ( in tang ib les )  of about $1.4 b i l l i o n  

which represen t s  an average of ;k76,599 of in tangible  wealth per taxpayer. 

Surtax Unique to  Colorado. Among tho 11 s t a t e s  i n  the Nest with income 

taxes ,  Colorado is the only one levying a specia l  (addi t ional )  tax  on intan- 

\ 

giblo  income. However, among these 11 s t a t e s  only four  l e g a l l y  exempt 

in tangibles  from the property tax. Tho s i t u a t i o n  i s  shown i n  Tabla  38. 



T A B L E  35 


I N D I V I D U A L  TAXABLE RETURNS FIIED I N  1951 AND 1952 SHOWING -
NUHBER PAYING SURTAXES (CULORADO 1 . 

Individual Taxable Returns 248,587 320,805 
Surtaxable Returns 29,521 17,879 
% sur taxable  t o  Tota l  11.8 5.6 

(1 )  For income earned i n  1950. 
( 2 )  For ihcome earned i n  1951. 

Sourcer Colorado S t a t e  Department of Revenue. 

T A B L E  36 

SURTAX COLLECTIONS REPORTED ON TAXABIX INUIVIDUAL INCOME TAX RETURNS-' 
FILED I N  	CALENDAR YEARS 1951 AND 1952. 

SURTAX COLLECTIONS NET SURTAXABLE INCOME 
Year Amount Average Per Return Amount Average Per Return - -	 -- I 

A $200 exemption, Also allowed was a 2012 reduction of su r tax  l i a b i l i t y .  
A $600 exemption, No allowance f o r  2% reduction.  

Source: 	 Research and S t a t i s t i c s  Section,  Incane Tax Division, Colorado 
Department of Revenue. 

CAPITA1,IZATION OF NET SURTAXABLE INCOME AT FOUR PER CEWT ON SURTAXABLE-
RETURNS FILED I N  1951 AND 1952 

Estimated Capi ta l  

-Year Number of Surtaxable Returns --Total  Average Per &turn  

1951 29,521 $1,566,663,300 $53,069 

Source: Research and S t a t i s t i c s  Sect ion,  Income Tax Ilivision, Colorado 
Department of Revenue. 



T A B L E  38 


-INCOME TAX STATES OF THE WEST WITH AND WITHOUT INTANGIBLE PROPERTY -

S t a t e-
Arizona 

Ca l i fo rn ia  

Colorado 

Id  aha 

Kansas 

Montana 

Now Mexico 

North Dakota 

Oklahoma 

Oregon 

Utah 

TAX EXEMPTION, 1954. 

I n t a n g i b l e  Property Tax ~ x e m ~ t i o n ( l )  

No 

Yes 

Yas 

No 

No 

No 

No 

No 

No 

Yes 

Yes 

-Sur tax  

No 

No 

Yes 

No 

No 

No 

No 

No 

No 

No 

No 

(1) Rela t ive  to  proper ty  tax .  


Source: S t a t e  Tax Guide 1954, Commerce Clear ing  House. 




Advantages and Disadvantages o f  Sur tax .  Advantages of t he  s u r t a x  

probably inc lude  t h e  fol lowing:  ( 1 )  Addi t iona l  revenue i s  obta ined  f o r  

the  genera l  fund,  a l though c u r r e n t l y ,  such c o l l e c t i o n s  a r e  only about 

$1,000,000 annual ly.  ( 2 )  The t a x  i s  a  replacement f o r  proper ty  t a x  exemp- 

t i o n s  of  i n t a n g i b l e  weal th ,  a l though the  $600 exemption of i n t a n g i b l e  

income l a r g e l y  n u l l i f i e s  t h i s  replacement advantage. ( 3 )  It i s  sometimes 

contended t h a t  income from investments  a s  con t r a s t ed  with income i n  the  

form of wages and s a l a r i e s ,  r e p r e s e n t s  a d d i t i o n a l  taxpaying a b i l i t y .  A t  

one time the  Fede ra l  law recognized t h i s  p r i n c i p l e .  This  may bo some 

j u s t i f i c a t i o n  f o r  t he  yu r t ax  on i n t e r e s t  and d iv idends ,  a l though i t  does 

not e x p l a i n  why the  t a x  i s  no t  a l s o  imposed on r e n t a l  income. 

The disadvantages probably inc lude  the  fol lowing:  ( 1 )  Exemptions a r e  

now so  h i g h  t h a t  t h e  t a x  probably r e p r e s e n t s  c l a s s  l e g i s l a t i o n  s i n g l i n g  

out  a few i n  tho s t a t e  who must pay the  s u r t a x .  ( 2 )  The t a x  adds t o  the  

complexity of t he  income t ax ,  bo th  f o r  the  taxpayer  and f o r  t he  Revenue 

Department adminfstering the  tax.  

B. The P e r s o n a l  Exemption I s sue  -
The amount of pe r sona l  exemption permi t ted  i n  Colorado f o r  the taxpayer ,  

spouse and dependent has changed s e v e r a l  t imes i n  t he  p a s t .  Also the re  is 

considerab1.e d i f f e r e n c e  of op in ion  among the  s t a t e s  (judged by e x i s t i n g  

l o K i  s l a t  i o n )  r e g a r d i n g  tho proper  l e v e l  of exemptions. 

There were two p r i n c i p a l  reasons  i n  the minds of lawmakers f o r  permit- 

t i n g  income t a x  personal  exemptions when such l e g i s l a t i o n  was f i r s t  enacted. 

F i r s t ,  t h e r e  was tho b e l i e f  t h a t  a c e r t a i n  minimum income should be r e t a i n e d  

by an i n d i v i d u a l ,  without t a x a t i o n ,  s o  a s  b e t t e r  t o  a s su re  t he  obta in ing  

of t ho  bare  essentials of l i f e .  Secondly, pe r sona l  exemptions were con-

s i d e r e d  necessary  from the  a d m i n i s t r a t i v e  s t andpo in t .  Without such 



arrangement i t  was contended t h a t  t h e  c o s t  would be p r o h i b i t i v e  of o o l l e c t -  

i n g  smal l  amounts from numerous people with very smal l  incomes, many of 

whom would pay only  a  few c e n t s  i n  t axes .  

Over tho y e a r s ,  a s  t a x  r a t e s  have r i s e n  and a s  the  need f o r  pub l i c  

revenue has i nc reased ,  i t  has appeared p r a c t i c a b l e  and adv i sab le  t o  lower 

porsonal  exemptions. The Fede ra l  government has  l e d  i n  t h i s  development. 

A s  a consaquence, pe r sona l  oxemptions a r e  c u r r e n t l y  a t  t h e i r  lowest  average 

l e v e l  i n  h i s t o r y .  The Fede ra l  exemption i s  $600 pe r  taxpayer ,  spouse and 

dependent. This  exemption is  a l s o  the  amount now permi t ted  i n  seven s t a t e r  

i nc lud ing  Colorado. 

However, the Fede ra l  inaome t a x  i s  i n  t h e  p roces s  of being l i gh tened  

and one proposa l  r e c e i v i n g  cons iderable  suppor t  i s  t h a t  t h e  exemption be 

r a i s a d  a t  l e a s t  $100 p e r  person. Should the Fede ra l  government r a i s e  by 

$100 tho  exemption f o r  a  taxpayer ,  spouse, and dependent,  t h e r e  a r e  c e r t a i n  

t o  be r e q u e s t s  f o r  r a i s i n g  the  exemption s i m i l a r l y  i n  Colorado. Calcula-

t i o n  of  t h e  s t a t e  t a x  l i a b i l i t y  is  very much . s imp l i f i ed  when a  s t a t e  law 

corresponds t o  t h e  F e d e r a l  e s p e c i a l l y  a s  i t  p e r t a i n s  t o  t he  d e f i n i t i o n  oE 

taxable  income and pe r sona l  exemptions. 

I f  Colorado should cons ider  r a i s i n g  pe r sona l  exemptions by $100, a 

n a t u r a l  concern of t h e  General Assembly would p e r t a i n  t o  t he  revenue e f f e c t  
\ 

of such a  change. What would be t h e  e f f e c t  upon t o t a l  t ax  r e c e i p t s  i f  

exemptions were r a i s e d  $1001 This  es t imated  e f f e c t  is  shown i n  Table 39. 

According t o  tho c a l c u l a t i o n s ,  on t h e  b a s i s  of  c o l l e c t i o n s  i n  1953, t h e r e  

would be a r educ t ion  i n  t o t a l  revenue from the  normal i nd iv idua l  incane 

t a x  of about  $900,000. 

I n d i v i d u a l l y ,  t he  advantage of t h i s  t a x  r educ t ion  would va ry  accord- 

ing  t o  t h e  n u m k r  of exemptions and w i t h  tho amount of one's ne t  taxable, 

- 106 -




-- 

income. General ly,  tho  amount of r educ t ion  would inc rease  from a few cen t s  

on the  lowest  incomes ( those  a l r eady  paying only  a few cen t s  i n  t a x e s )  t o  

a top  of  $8 pe r  exemption f o r  those wi th  incomes reaching  i n t o  the  h ighes t  

tax bracltet  (over $11,000). A l l  taxpayers  whose incomes would be over 

$11,000 r ega rd le s s  of how much, would r ece ive  the same t a x  reduct ion  

$8 per oxemption. Thus, the p r i n c i p a l  advantage, r e l a t i v e l y ,  from r a i a -  

i ng  persona3 exemptions would go t o  ind iv idua l s  i n  the  lower brackets  af' 

income. 

C. The S p l i t  -- Income Proposal  

I n  seve ra l  l e g i s l a t i v e  se s s ions  of the  p a s t ,  some oonsiderat iol i  has 

been given t o  a  proposal  t o  permit a  husband and wife t o  d iv ide  the t o t a l  

family income i n t o  two ha lves  when determining the  personal  income tax.  

Such arrangement has always been poss ib l e  i n  the community proper ty  s t a t e s .  

Thus, u n t i l  thc  Fede ra l  government allowed the  split-income method of ca l -

c u l a t i n g  the Fede ra l  income t ax ,  t he  community proper ty  s t a t e s  had an 

advantage r e l a t i v e  t o  Federal  t a x  l i a b i l i t y .  By d iv id ing  the t o t a l  income 

i n t o  two ha lves  t h e  s u r t a x  r a t e s  of t he  h igher  b racke t s  of income could 

be avoided o r  a t  l e a s t  reduced. The Fede ra l  change was made i n  1948 and 

s i n c e  then the re  has  been equal t reatment  throughout the country concerning 

t h e  Federal income t ax .  Thus, community proper ty  i s  no longer  a  l i v e  i s sue  

a s  i t  p e r t a i n s  t o  Federa l  t axa t ion .  

However, t he re  has been some cont inuing  i n t e r e s t  i n  changing the  s t a t e  

tax  laws s o  a s  t o  permit a husband and wife t o  use the  split-income method 

f o r  c a l c u l a t i n g  the  s t a t e  income tax .  Apparently a s  y e t  only one income 

t a x  s t a t e ,  Oregon, has followed the  lead  of the Fede ra l  government by 

adopt ing  such change. Thus, f o r  s t a t e  t a x  purposes d i v i d i n g  proper ty  s t a t e s 3  

Arizona, Ca l i fo rn ia ,  Idaho, Louisiana, New Mexico, and Oklahoma. I f  Colorado 



T A B L E  39 


COLORADO PERSONAL INCOME TAX ESTIMATED REDUCTION I N  REVENUE IF PERSONAL 


BASIS OF 

1953 


Adjusted Gross Number of Average Average Total  

Income Class Re turns  Ad jus tad Net Collections 


- - Gross Income ---Income -Normal Tax 


700 	- 749 1,347 735 $ 929 
750 - 999 6,816 870 10,156 


1 , ,000- 1,249 7,518 1,113 19,923 

1,250 - 1,499 8,425 1,397 34,206 

1,500 - 1,999 20,946 1,761 112,270 

2,000 - 2,499 31,349 2,251 236,371 

2,500 - 2,999 35,277 2,762 355,239 

3,000 - 3,499 38,740 3,299 451,708 

3,500 - 3,999 35,688 3,754 507,126 

4,000 - 4,499 28,765 4,239 458,802 

4,500 - 4,999 25,401 4,740 504,718 

5,000 - 5,999 27,312 5,439 703,557 

6,000 - 6,989 15,686 6,462 543,363 

7,000 - 7,999 9,274 7,446 443,019 

8,000 8,999 6,071 8,665 4,482 430,009
0 

9,000 9,999 3,815 9,456 5,230 333,278 

10,000 

0- 10,999 2,696 10,473 5,819 289,658 

11,000 - 11,999 1,776 11,502 6,405 242,175 

12,000 - 12,999 1,447 12,535 7,004 231,477 

13,000 - 13,999 1,052 13,458 7,981 216,228 

14,000 - 34,999 945 14,605 8,613 230,300 

15 ,000 -  19,999 2,796 17,285 10,182 949,913 

Over 20,000 3,277(2) 3,518,665 


(1 )  Figures f o r  income l eve l s  below $8,000 were 	not avai lable ;  consequently 
t o  the  standard t a x  t ab le  and by assuming standard deductions. 

(2 )  For these taxpayers, the average reduction i n  t ax  (assuming three exemptions) 

\ Source t Information r e l a t i n g  to number of re tu rns ,  t o t a l  co l lec t ions ,  average 
of Bevenu~. 



EXEMPTIONS WERE RAISED $100 PER TAXPAYER, S#)USE AND DEPENDEM' , ON THE 


COL1,ECTIONS I N  1953. 

Ave . Number Additional 
of Exemp- Deduction 
*ions Per Assuming 
Re turn $100 Addi- 

t i o n a l  Per 

-Exemption 

Average Net Average Tax Total  
Taxable Per &turn 
Incune Less Assuming 
Additional $100 Addi- 
Exempt o t i o n a l  Per 
Amounttly exetnption-

$000.00 
000.00 

1.SO 
2.40 
4.14 
5.40 
7.78 
9.78 

12.33 
14.53 

$18.33 

23.25 
34.35 

47.40 


4,182 60.37 

4,930 78.30 

5,519 96$1 

6,105 116r 20 

6,704 140.16 

7 ,681 184.70 

8 313 217.5 0 

9,882 312.45 


Collect ions 
Assuming 
$100 Addi- 
t i ona l  per 
Exemption-
$000,000 

000,000 
111277 

20,220 
86,716 

169,285 

274,455 

378,877 

440,033 
417,955 

465,600 
635,004 
5381814 

439,587 
366,506 
298,714 
260,461 
206,371 

202,812 
1941304 

205,538 
873,610 


Estimated h s s  
of Revenue Due 
To Additional 
$100 Per 
Exemption 

$916,596 

3,420,355 

Tota l  

est imates of revenue l o s s  were made f o r  these  income braokets by r e f e r r i ng  
would be $24 -- t h e  current  maximun r a t e  of 8 per  cent  times $300. 

exemptions and average ne t  taxable income obtained from Colorado Department 



were t o  adopt t h e  apl i t - income proposa l ,  t he  r e s u l t i n g  change i n  tax l i a -

b i l i t y  f o r  marr ied couples  i s  shown i n  Table 40. I n  order  t o  g a i n  from 

s p l i t t i n g  income, t he  n e t  t axab le  income (income a f t e r  a l l  deduct ions  and 

exemptions) would need t o  be i n  excess  o f  $1,000. The t a b l e  i n d i c a t e s  t h a t  

a p rog res s ive ly  i n c r e a s i n g  t a x  r educ t ion  would occur f o r  taxpayers  a s  income, 

i nc reases  u n t i l  a  maximum of $488 reduc t ion  (based on 1954 t a x  law)  would 

occur a t  t h e  $25,000 l e v e l  of ne t  t axab le  income. Beyond the  $25,000 l evo l  

t h e  r educ t ion  would cont inue  a t  $488. Percentage-wise t h e  t a x  sav ings  

would i n c r e a s e  from a  3.4 per  cen t  r educ t ion  on a $1,500 n e t  taxable  income 

t o  53 per  cen t  on a  $15,000 income, a f t e r  which t h e  percentage t a x  sav ings  

would dec l ine .  

An important  ques t ion  p e r t a i n i n g  t o  t h e  spl i t - income proposal  is what 


e f f e c t  would t h e  t a x  r e d u c t i o n  have upon t h e  t o t a l  s t a t e  t a x  y i e l d .  This 


revenue e f f e c t  i s  es t imated  i n  Table 41. 


There would be no o f f e c t  upon t axes  paid by s i n g l e  i nd iv idua l s .  A 

l i b e r a l  e s t i m a t e  of t h e  p ropor t ion  of s i n g l e  a s  con t r a s t ed  with marr ied 

taxpayers  i s  one-fourth of t h e  t o t a l .  This  e s t ima te  was obtained by us ing  -

na t iona l  d a t a .  Al.so, through sample checking, i.t was l.earnod t h a t  ad jus ted  

gross  incomes below $3,000 would be a f f e c t e d  t o  a n e g l i g i b l e  degree only. 

Consequently, they may be d is regarded .  The t a b l e  i n d i c a t e s  t h a t  an e s t i -  
\ 

mated l o s s  of normal income t a x  revonue would be about $2,700,000 on the  


hasi.s of t a x  r e t u r n s  a s  they were i n  1952. 


I n  summary, t he  follcnring conclus ions  may be made: (1) Ry adopt ing  


the  spl i t - income method, Colorado's law would fo l low more c l o s e l y  the  pat-  


t e r n  of tho Federal  law; however, t h i s  change would n o t  s imp l i fy  the  calcu-  


l a t i o n  of t h e  s t a t e  tax.  ( 2 )  There would be a r educ t ion  i n  t a x  l i a b i l i t y  


f o r  mal-ricd c o ~ ~ p l e s  This r educ t ion  w i t h  ad jus t ed  g r o s s  income above $3,000, 



-- - 

T A B L E  40 

EFFECT OF THE SPLIT-INCOME PROPOSAL ON TAX LIABILIm OF HARRIED COOPLIES, 

SELECTED INCOME BRACKETS, BASED UPON THE C0LI)RADO L A W  OF 1954. 

Colorado Normal Tax Liab i l i ty  Amount of Tax Per Cent 

Net Ta/f!le 
Tax Liab i l i ty  AssuminE Spl i t - Reduction i n  Redua t ion 

Income 1954 Income alcula t ion Dollars 

1,000 $ 8 $ 8 $ -- ..--
1,500 14 1 2  2 14% 

2,000 2 0 16 4 20 

2,500 28 2 2 6 21 

3,000 36 28 8 22 

4,000 5 6 4 0 16 28 

(1) After a l l  deductions and exemptions. 
( 2  ) Any leve l  of net taxable income above $22,000 would have a reduction of 

the  same amount -- $488. 



- --- 
- -- - 

T A B L E  41  


ESTIMATED EFFECT OF THE SPLIT-INCOME PROPOSAL ON TOTAL MlIMAL TAX 

REVENUE I N  COLORADO 9 BASED UPON 1952 RETURNS a 

Adjusted Est imat  d No. Ave. Net 1952 Ave. S p l i t  Income Average EstimatedPI. 1G r 0ss 	 Married Norma Estimated Revonue T o t a l  Revenue T:Zti:y2
Income 	 Couple ) ~ a x t) Average Loss Due To Loss Due To 
Returns Normal Tax S p l i t  Income S p l i t  Income -

Above 50,000 440 

(1) 3/4 of t h e  t o t a l  r e t u r n s  i n  each bracket  are est imated a s  being submitted by 
married couples .  

(2 )  According t o  S t a t e  Department of  Revenue f i g u r e s .  
(3)  Each l e v e l  of income i n  upper b racke t s  has some revenue l o s s  -- $488, 



-- would be g r e a t e s t  nercentage-wise f o r  t h e  middle income b racke t s  those  

around $10,000 t o  $15,000 ad jus t ed  g ros s  income, (3)  The es t imated  revenue 

r educ t ion  t o  t he  s t a t e  would be about $2,700,000 on the b a s i s  of c o l l e c t i o n s  

i n  1952. 

U. The Gross Income Tax Proposa l  -
It has becn suggested i n  s e v e r a l  l e g i s l a t i v e  s e s s i o n s  of t h e  p a s t  

t h a t  Colorado might well  cons ide r  a g r o s s  income tax .  Whether o r  no t  such 

a t a x  would become a s u b s t i t u t e  f o r  e i t h e r  t h e  n e t  income t a x  o r  t he  r e t a i l  

s a l e s  t a x  o r  merely supplement bo th  i s  of course u n c e r t a i n ,  Ac tua l ly  a 

g ros s  income t a x ,  a t  l e a s t  t o  t h e  e x t e n t  t h a t  i t  a p p l i e s  t o  bus ines s  in -  

come, i s  r e a l l y  a form of genera l  s a l e s  t axa t ion .  

Nature  of  Gross-.- Income Tax. The gross  income t ax ,  i n  i t s  comprehen-

s ivu  form, p l aces  a t a x  ( u s u a l l y  p r o p o r t i o n a l  r a t e )  upon the  g ros s  income 

(without deduct ions  ) of a l l  i n d i v i d u a l s ,  co rpo ra t i ons  and unincorporated 

bus ines se s .  It i s  sometimes c a l l e d  a m u l t i p l e  s t a g e  t ax .  By making no  

deduct ions  o r  exemptions and by apply ing  t h e  t a x  upon every  s t a t e  of bus i -

ness  and product ion  t h e  revenue y i e l d  can be made extremely product ive  --
perhaps f i v e  t imes a s  product ive  a s  a  r e t a i l  s a l e s  t a x  with a correspond-

i n g  t a x  r a t e .  

However, j u r i s d i c t i o n s  u t i l i z i n g  t h e  g ros s  income t a x  u s u a l l y  conf ine  

t h e  l e v y  i n  s e v e r a l  ways. It may app ly  t o  c e r t a i n  types  o f  bus ines se s  

on ly  ( ~ r i z o n a ) ;  o r ,  i t  may be r e s t r i c t e d  t o  i n d i v i d u a l s  and co rpo ra t i ons  

(Indiana 1, Another v a r i a t i o n  i s  t o  con f ine  t h e  t a x  t o  g r o s s  p a y r o l l s  and 

unincorpora ted  bus ines se s  ( ~ h i l a d e l . ~ h i aand many o t h e r  c i t i e s  i n  Pennsyl- 

vania  and Ohio 1. 

Extent  of Gross Income Taxes. The d i v i d i n g  l i n e  i s  not  always c l e a r  

between g ros s  income t axes  and s e v e r a l  o t h e r  forms of gene ra l  s a l e s  and 



gross  r e c e i p t s  taxes .  However Table 42 l i s t s  t he  s t a t e s  which a r e  usua l ly  

c l a s s i f i e d  a s  applying gross  income taxes .  

Three of t he  s i x  s t a t e s  (Arizona, Indiana ,  and New Mexico) have a 

comprehensive gross income tax with no sepa ra t e  r e t a i l  s a l e s  tax.  The 

o t h e r  th ree  s t a t e s  (Michigan, Washington, and Host ~ i r g i n i a )  u t i l i z e  both 

revenue measures. It may be noted i n  all cases  t h a t  t h e  t a x  y i e l d  i s  very  

s i g n i f i c a n t ,  amounting t o  50 pe r  cen t  o r  more of  t o t a l  s t a t e  revenue i n  

Indiana ,  Washington and West Virg in ia .  

C i ty  Gross Incomo Taxes 

A f a i r l y  r e c e n t  development of t he  t a x  has occurred i n  a  number of  

American c i t i e s .  Most of the  c i t y  gross  income taxes  a r e  confined t o  l e v i e s  

on gross  income i n  the  form of wages, s a l a r i e s  and r e c e i p t s  of  unincorpor-

a t ed  business. These c i t y  taxes  a r e  found p r i n c i p a l l y  i n  the  s t a t e s  of 

Pennsylvania and Ohio but  a r e  spreading  elsewhere . 
-Legal S t a t u s  of a Gross Income Tax i n  Col.orado. The occupat ional  gross  

income t a x  on bus iness  ( the  type most f r e q u e n t l y  appl ied  by o t h e r  s t a t e s )  

has been c l a s s i f i e d  by the  c o u r t s ,  along wi th  the genera l  s a l e s  t ax ,  a s  an 

exc i se .  Therefore ,  should Colorado dec ide  to adopt t h i s  form of t axa t ion ,  

t he re  i s  a  p o s s i b i l i t y  t h a t  85 per  cent  of r e c e i p t s  would be earmarked by 

the  old-age pension c o n s t i t u t i o n a l  amendment. However, a law might be 
\ 

d r a f t e d ,  a s  was done i n  the  case  of the  s e r v i c e  t a x  ( s ince  r e p e a l e d ) ,  which 

cou3 d  avoid the earmarking provis ion .  



T A B L E  42 

STATES WITH CROSS INCOME TAXES SHOWING PSVENUE YIELD AS A PERCENTAGE-
OF TOTAL TAXES COLLECTED 1953 

S t a t e  Basis of Tax Yield Yicld a s  a percentage 

- - - of Tota l  S t a t e  Tax Revenue-
Arizona Manuf act u r i n ~ ,  $ 24,379,000 32.7% 

Mining, e t c .  and 
R e t a i l  Rusiness 

Indiana Individuals  and 142,401,000 
Corporations 

Mi chi.gan Business Receipts 271,766,000(~)  46.6 

New Mexico Occupational 26,176,000 37.2 

Washington 0ccupa t ional  139 ,036 ,000(~)  52.3 

West Virginia Occupational 64,7.28,000(~) 52.2 

(1)  Includes s a l e s  tax revenue, a s  the  Census Bureau considers both  taxes 
belong to  same family of taxes.  

Source: S t a t e  Tax Col lec t ion,  1953, U. S. Bureau of the Census.-
T A B L E  43 

STATES APP1,YING THE WITHHOLDING LEVY TO NONRESIDENT INCOME , 1953- -
Arizona Iowa New York 

Cal i fornia  Kansas ( 1  Oregon 

Colorado Kentucky Vermont 

Dc1 aware Maryland 

(1 ) p a r t i a l  withholding only. 

Source : S t a t e  Tax Guide, 1953, Commerce Clearing House.-



- - 

E .  S t a t a  Income Tax Withhold& 

Tax Withholding Elsowhere. - Various European c o u n t r i e s  have had a long  

ant1 appa ren t ly  s u c c e s s f u l  exporienco w i t h  Jncome t a x  withhrdding. Tax 

withhold in^ r e f e r s  t o  l v c o l l e c t i o n  a t  t he  source." i n  o t h e r  words, a t a x  

is  c o l l e c t o d  from the  payers  o f  income r a t h e r  than from the payees.  For 

example, t a x e s  on wages a r e  c o l l e c t e d  from t h e  employw r a t h e r  than  t h e  

emnloyce, on r e n t ,  from t h e  t enan t  r a t h e r  than  t h e  l and lo rd ,  on i n t e r e s t ,  

from the  debtor  r a t h e r  than  the  c r e d i t o r  and on d iv idends ,  from tho  corpora- 

t i o n  r a t h e r  than  t h e  s tockho ldc r .  Some European c o u n t r i e s  have extended 

the  a p p l i c a t i o n  of c o l l e c t i o n  a t  the  source  more f u l l y  t han  o t h e r  c o u n t r i e s .  

One o f  t he se  is England where a very comprehensive system of t a x  withholding 

has  l ong  been u t i l i z e d .  

During t h e  Second World War, our  Federal  government i n i t i a t e d  a  p l a n  

of t a x  wi thhold ing  r e l a t i v e  t o  wages and s a l a r i e s .  S ince  then ,  s u b s t a n t i a l  

suppor t  ha s  developed f o r  an ex t ens ion  of withhold ing  t o  i n t e r e s t  and d i v i -  

dends. However, a s  y e t  t h e  F e d e r a l  law s t i l l  con f ines  c o l l e c t i o n  a t  the  

source t o  tho t a x  on wages and s a l a r i e s .  However, t he  t a x  on o the r  income 

is c o l l e c t e d  on a  p a r t i a l l y  c u r r e n t  b a s i s ,  d i r e c t l y  from the  taxpayer ,  

through advance e s t i m a t e  d e c l a r a t i o n s  and q u a r t e r l y  payment of t axes  a s  

thoy accrue .  
\ 

Also, a number of s t a t e s  have inaugura ted  t a x  wi thhold ing ,  The f irst  

such devclopment among the  s t a t e s  was i n  the form of wi thhold ing  t h o  t a x  

from inccmc g o i . n ~  t o  non rus iden t s .  Tho p r i n c i p a l  reason  f o r  t h i s  kind of  

c o l l e c t i o n  a t  t he  source  was t o  reduce t a x  evas ion  -- i t  i s  d i f f i c u l t  t o  

co l l  sr;i a t a x  from nonres iden t s  even though the  income is earned wi th in  

a s t a t e .  Tabl e 4 3  shows tho  s t a t e s  (11  i n  number) which c u r r e n t l y  a r e  
I 

appl yinp; tho withhol tl i n g  p r i n c i p l e  t o  nonres ident  income. 

1 - 116 -



The most r e c e n t  s t a t e  developmont has  been t o  withhold the income tax  

or  a p o r t i o n  t h e r e o f ,  from a l l  wages and s a l a r i e s  earnod i n  the s t a t e .  

This  p a y r o l l  deduc t ion  a p p l i c a t i o n  of the t a x  has been pa t t e rned  a f t o r  

the  Fede ra l  p l a n  of t a x  withholding,  There a r e  now s i x  s t a t e s  wi th  income 

t a x  laws r e q u i r i n g  c o l l e c t i o n  of  t he  t a x ,  on wages and  s a l a r i e s ,  from 

employers. These s t a t e s ,  showing the  d a t e s  when laws were f i rst  enac ted ,  

a r e  l i s t e d  i n  Table  44. 

The t a b l e  a l s o  shows v a r i o u s  methods appl ied  i n  c a l c u l a t i n g  t h e  amounts 

of  t a x  wi thhold ing  among tho  s i x  s t a t e s ,  Three s t a t e s  (Vermont, Delaware 

a n d  l(entucky) a t tempt  t o  withhold t h e  o n t i r e  amount of tho t a x  l i a b i l i t y  

of i n d i v i d u a l s .  This  systom, evon when t a x  t a b l e s  a r e  employed, causes  

a  cons ide rab l e  number of compl ica t ions  and does not r e a l l y  prevent  the 

overpayment of t a x e s  nor t h e  need f o r  f r e q u e n t l y  making re funds .  Oregon 

r e q u i r e s  1 per  c e n t  and Arizona .5 p e r  c e n t  of wages and s a l a r i e s  a s  t h e  

amount t o  b e  wi thhe ld  a s  t a x e s ,  Colorado has developed s t i l l  another  method. 

Here 4 p e r  cen t  of t h e  amount withheld f o r  Fede ra l  t axes  must be deducted 

f o r  t h e  s t a t e  income t a x .  The Colorado p l an  i s  s imple and should minimize 

over-payments and re funds .  It promises t o  be the b a s t  a l l -a round mettlc~d of 

wi thhold ing  t a x e s  and may s e t  a  p a t t e r n  f o r  o t h e r  s t a t e s  t o  fol low.  

I n  a d d i t i o n  t o  the  p a y r o l l  deduc t ion  app l iod  by the  Federal  governrncnt 

and by s i x  s t a t e s ,  t h e r e  a r e  numerous c i t i e s  c o L J e c t i n ~  t h e i r  income t a s  

( r e a l l y  a Rross income t a x )  t h r o u ~ h  the dev ice  of t a x  withholding.  Most 

of t h e s e  c i t i e s  ( s e v e r a l  hundred)  a r e  i n  Pannsylvania and Ohio .  A c i t y ' s  

t a x  wi thhold ing  p l a n  i s  s i m p l i f i a d ,  i n  most ca se s ,  because the t a x  i s  l e v i e d  

on moss incomc wi th  few i f  any deduct ions  pe rmi t t ed  and wi th  no cxt:mptions 

a1 J owc!d. 



---------- -- - 

----- 

STATI<S bIITII f'AYROI.,I, DEDUC'rION PROVISTONS, PEWSONAI, TNCOME TAX, 1.954 

Date When 
Amount o f  Withho.ldinq.---

O r e ~ o t ~  I94H 	 1%o P  wages and s a l a r i e s .  

Vermont Es t ima ted  t o t a l  t a x  on  wages 
and salaries. 

1)cI.aware Es t ima ted  t o t a l  t a x  on wages 
and s a l a r i  as.  

Co1.orado 4% o f  amount wi thho ld  f o r  
F e d e r a l  Income Tax. 

Arizona -A-of 1%o f  wages and s a l a r i e s .  

Kentucky 	 Es t ima ted  t o t a l  tax  on  wages 
and s a l a r i e s .  

Source :  S t a t e  Tax Guide,  1954, Commerce C l e a r i n g  llouse. 

-Shoultl thu Colorado Withholdirlg Tax on  -P a y r o l l s  bo Extended? It h a s  

been propo:.;cd t h a t  t h o  s t a t e  shou ld  wi thho ld  t a x e s  A t  t h o  s o u r c e  from a l l  

incomo i n c l u d i n g  d i v i d e n d s ,  i n t e r e s t ,  r e n t  and r o y a l t i e s .  Otherwise ,  i t  

i s  a r g u e d ,  t h o r e  i s  d i s c r i m i n a t i o n  a g a i n s t  wages and s a l a r i e s ,  Pe rhaps  a 

theoretically i d e a l  a r r a n ~ e m e n t  would r e q u i r e  t h e  dovelopmont of a comple te ly  

comprehensive s y s t  om. Ifowever, s e v e r a l  f o r e i ~ n  c o u n t r i e s  have had but 

l i m i t e d  s u c c e s s  i n  a c h i . e v i . n ~  t h i s  Eoal a f t e r  y e a r s  of e x p e r i e n c e .  Moreover, 

tho Fodcra l  ~ o v c r n m o n t ,  even w i t h  i t s  r e l a t i v e l y  h i g h  t a x  r a t e s ,  has n o t  

a s  y e t  found i t  a d v i s a b l e  or o x p e d j e n t  t o  ox tend  t a x  w i t h h o l d i n g  boyond 

wages and sa l . a r i c?s .  Purhaps t h e r e  is no g r e a t  i n j u s t i c e  i n  c o n f i n i n g  wi th-  

h o l d i n g  of t h e  t a x  t o  wag(?s and s a l a r i e s ,  a t  l e a s t  w h i l e  oxper ienco  i s  

b e i n g  o b t a i n e d ,  a s  most income r e c e i v e r s  a r a  dependant upon wages and sal-

a r i e s  f o r  e i t h e r  a l l  o r  e l s e  p a r t  o f  t o t a l  e a r n i n g s .  According t o  Uepari-  

mont o f  Commerce d a t a ,  a p p r o x i m a t e l y  t w o - t h i r d s  o f  t o t a l  n a t i o t ~ a l  income 

i.s normal ly  i n  t h e  form of wagcs and s a l a r i e s .  

-. 



-- 

Ilowever, one p o s s i b l e  compromi s e  s o l u t i o n  t o  t h o  problom might be t o  

adopt t h e  Forleral  p l a n  o f  s e l f - d e c l a r a  t i o n  o f  revonuo with  q u a r t e r l y  pay- 

ments o f  t a x e s ,  o t h o r  t h a n  t h o s e  on  wages and s a l a r i e s ,  a s  t h e  t a x e s  acc rue .  

A r ~ u m e n t s  E'or and Aga ins t  Tax H i  t hho ld in4 .  Var ious  c o n s i d e r a t i o n s  have 

Intluccrl s t a t e s  t o  i n a u g u r a t e  t h e  p a y r o l l  d e d u c t i o n  method of  income t a x  

c o l l e c t i o n .  These c o n s i d e r a t i o n s  i n c l u d e  s e v u r a l  c la imed advan tages  o f  

t a x  w i t h h o l d i n g  a s  f o l l o w s :  ( 1 )  It i s  a r g r e d  t h a t  t a x  avo idance  and e v a s i o n  

nru reducetl ;  t h u s ,  ctd l e c t i o n  of revenue  i . s  s a i d  t o  i n c r e a s e  and t h e  t a x  

t o  become more e q u i t a b l e  g o n o r a l l y  because  o f  b e i n g  administered more uni-

fo rmly .  T h i s  claimed r e d u c t i o n  i n  e v a s i o n  is s a i d  t o  a p p l y  e s p e c i a l l y  t o  

m i g r a t o r y  workers ,  t o  n o n r e s i d e n t s  and t o  s m a l l  income receivers. Also,  

i.t i s  argued t h a t  because  t h e r e  i s  l e s s  t ime e l a p s i n g  between t h e  r e c e i v i n g  

of income and t h e  pay ing  of t h e  t a x ,  widespread e v a s i o n  by many i n d i v i d u a l s  

a l s o  may be roducod. ( 2 )  Tax w i t h h o l d i n g  p u t s  c o l l e c t i o n s  on a c u r r e n t  b a s i s .  

Th i s  ar rangemont  y i e l d s  a d d i t i o n a l  r evenue  t h e  f i r s t  y e a r  o f  i t s  i n t r o d u c t i o n ,  

b u t  a l s o  pe rhaps  some a d d i t i o n a l  r evenue  t h e r e a f t e r ,  a s  previ0usl .y  mentionod, 

due t o  l e s s  ovas ion  and avo idance  of t h e  t a x .  Also  t h o  c u r r e n t  b a s i s  o f  

t a x  c o l l e c t i o n  t e n d s  t o  keep taxpaying a b i l i t y  f rom g e t t i n g  "cold"  due t o  

p a s s a p  o f  t ime .  ( 3 )  It i s  argued t h a t  t a x  w i t h h o l d i n g  i s  r e a l l y  a conveni-

ence f o r  t a x p a y e r s .  They pay by i n s t a l l m e n t s  i n s t e a d  of a lump sum a t  t h e  
\ 

end of  t h c  y e a r .  

Thoso who a r o  opposed t o  income t a x  w i t h h o l d i n g  u s u a l l y  p r e s e n t  s e v e r a l  

a r ~ u m e n t s  a s  f o l l o w s :  ( 1  C o l l e c t i o n  a t  t h e  source, i s  s a i d  t o  be t o o  expon- 

s i v o  f o r  a s t a t e  s u c c e s s f u l l y  t o  administer .  It i s  argued t h a t  t h e  paper  

work r e q u i r e d  r e l a t i v o  t o  c o l l e c t i o n  of t h e  t a x  i n  s m a l l  amounts i s  n o t  

worthwhi le .  Moreover,  i t  is p o i n t e d  o u t  t h a t  many r e f u n d s  a t  t h e  end of 

t h e  y e a r  a r e  r e q u i r e d .  ( 2 )  Employers a r e  s a i d  t o  be put t o  a n  unnecessa ry  

expense  ant1 inconven ience  because  o f  b e i n g  r e q u i r e d  t o  wi thho ld  t h e  t a x .  
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( 3 )  I t  i s  argued tha t  p a y r o l l s  should not  be s ing led  out  f o r  t a x  withholding 

a s  t h i s  i s  d i sc r imina t ion ;  while a comprehensive system of  withholding 

would be imprac t icable .  A p a r t i a l  remedy f o r  t h i s  d i f f i c u l t y  might be the  

adoption of s e l f - d e c l a r a t i o n  of t o t a l  income wi th  q u a r t e r l y  t a x  payments. 

( 4 )  F i n a l l y ,  an ob jec t ion  t o  the withholding of taxes  i s  the f e a r  t h a t  tax-  

payars may l o s e  a sense of t a x  consciousness.  I n  o t h e r  words, because 

the t ax  tends to become a "hiddenM tax ,  i nd iv idua l s  may not  r e a l i z e  t h a t  

they a r e  paying i t .  Objec t ion  from t h i s  s tandpoin t  i s  mainly t h e  f e a r  t h a t  

i f  taxpayer-opposi t ion were t o  become diminished, t a x  r a t e s  could be t o o  

e a s i l y  r a i s e d .  

I t  appears  t o  the w r i t e r  t h a t  s t a t e s  now u t i l i z i n g  t h e  t a x  withhold- 

ing  p lan  have had i n s u f f i c i e n t  experience wi th  i t  t o  demonstrate e i t h e r  

f a i l u r e  o r  success.  Ilowever, the  two s t a t e s  wi th  longes t  experience, Oregon 

and Vermont, appear t o  be reasonably  we l l  s a t i s f i e d  wi th  the  program's 

opera t ion .  

F. Income Tax on O i l  and Natural  Gas 

I n  1953 the  Colorado General Assembly enacted,  a s  p a r t  of the  e x i s t i n g  

s t a t e  income t a x ,  an amendment t o  t h e  law p lac ing  a l evy  upon t h e  gross  

income obtained from the product ion o r  e x t r a c t i o n  o f  crude o i l  and n a t u r a l  

gas from petroleum d e p o s i t s  l oca ted  i n  Colorado. 

Tax Rates.  Tax r a t e s  a r e  a s  fol lows:  


Gross Income Rate-

Under $25,000.. .........................2% 

$25,000-100,000.. ...................- 3% 

$100,000-300,000 ........................ 4% 

Over 5300,000...........................5% 


Ad valorem t axes  paid dur ing  the  t axab le  year on gas and o i l ,  l ease-

holds and r o y a l t i e s ,  except t a x e s  on equipment and f a c i l i t i e s  used i n  pro- 

ducing gas and o i l ,  a r e  allowed a s  a c r e d i t  a g a i n s t  the  t a x  due. 



Col l e c t i o n  of' t he  Tax. -- Producers  o r  f i r s t  purchasers must wi thbo ld  

3 por c e n t  from r o y a l  t i o s .  The t a x  i s  due  w i t h  annual  r c t u r n : ~ ,  ~ h i  amountsl e  

w i  t h h c l d  arcD due r l u a r t e r l y .  C r e d i t s  a r a  g i v e n  f o r  amounts w i  thliol d .  

1)uring t h e  f i s c a l  y e a r  ond ing  Juno 30, 1954, t o t a l  t a x  cr,l l c c t i o n s  

from t h e  p r o d u c t i o n  of o i l  and n a t u r a l  Ras amounted t o  $2,~71,000. Th i s  

w a s  somc?what g r c a t a r  than  t h e  o f f i c i a l  o s t i m a t o  of  annua l  r evcnuc  t o  bo 

~ x p c c t s dfron tho  t a x  made a t  the  t ime t h c  mcasuro was enac tod .  Ilowcvur, 

a l a r g c  p o r t i o n  of  tho  t a x  rovcnuc was p a i d  under p r o t e s t  by o i l  companies 

contending t h a t  t h c  t a x  was bcring c o l  Lectcd u n c o n s t i t u t i o n a l l y .  Apparen t ly  

t h e  i s s u e ,  b e f o r e  i t  is  s e t t l o d ,  w i l l  r e q u i r e  a d e c i s i o n  i n  t h e  c o u r t s .  

O i l  and Gas Tax a  Severance  Tax. The t a x  on g r o s s  income from t h e  

p r o d u c t i o n  o f  o i l  and n a t u r a l  g a s  i n  Colorado is a c t u a l l y  a s e v e r a n c e  t a x  

a s  c l a s s i f i e d  by most  American s t a t e s .  Consequent ly ,  because  of  i t s  s p e c i a l  

a s p e c t s  and due t o  t h e  f a c t  t h a t  t h e  revenue  measure i s  n o t  a n  income t a x  

i n  t h e  o r d i n a r y  s e n s e ,  t h e  1 , c ~ i s l a t i v e  Counci l  e x p e c t s  l a t o r  t o  p u b l i s h  

a s p e c i a l  r e p o r t  on t h e  o i l  and gas p r o d u c t i o n  t a x .  

G. The F o d e r a l  - -Incomo Tax D e d u c t i b i l i t y  I s s u e  

Taxpayers  i n  Colorado a r e  p o n n i t t e d  r e c i p r o c a l  d e d u c t i o n s  r e l a t i v e  t o  

t h a i r  F e d e r a l  ant1 s t a t e  incomo t a x e s .  I n  o t h e r  words,  t h e  F e d e r a l  t a x  

may b e  deduc tad  f rom a d j u s t e d  g r o s s  income f o r  s t a t e  t a x  purposes  whi le  

t h e  s tatc? t a x  may be deductscl from a d j u s t e d  g r o s s  incomo f o r  F e d e r a l  t a x  

p u r p o s e s .  The n a t i o n a l  government e x t e n d s  i t s  d e d u c t i b i l i t y  f e a t u r e  uni-  

fo rmly  t o  taxpaytar.; j n  a31 s t a t e s  hav ing  incomo t a x e s  r e g a r d l e s s  of whether  

o r  n o t  t h e  s ta t tas  r e c i p r o c a t e .  About h a l f  t h e  incomo t a x  s t a t e s ,  i n c l u d i n g  

Colorado ,  do  r e c i p r o c a t e ,  w h i l e  t h e  o t h e r  h a l f  do n o t .  ( s e e  Table  45).  It 

may bo o t ~ s e r v a d  t h a t  Dolawarc,  H a s s a c h u s e t t s ,  S o u t h  C a r o l i n a ,  and Wisconsin 

1 irni t t h o  amount of  d f 4 u c t l o n  purmi t t e d ,  w h i l e  Oregon pc r tn i t s  a f u l l  d e d u c t i o n  



-- PROVISIONS RE1,ATINC TO DEDUCTION FOR FEDERAL INCOME TAXES 


Allow Deduct ion f o r  A1.l o w  Ueduc t i o n  f o r  
-S t a t e  Fecleral Incoma Taxas S t a t e  - -F e d e r a l  Income Taxes 

Corp. -I n d i v .  -I n d i v .  

A 1ahama Yes Yos M i s s o u r i  Yes Yes 

Arizona yos Yos Mont a na Yes Yes 

Arkansas No No New IIamps h i r e  --- No 

Gal. i f crni n No No New Mexico Yes Yes 

CO 1,ORADO YES YES New York No No 

Connec t i cu t  No North C a r o l i n a  No No--I 

De.1aware ---. Yes (1 North Dakota Yes Yes 

D i s t s i . c t  of  Colun1.1ia No No 0kl.a homa Yes Yes 

Georgia Yos Yes Oregon No Yes 

Idaho Yes Yes Pennsyl.vania, No ---
Iowa y e s  Yos Rhode I s l a n d  No ---
Kansas Yus Yes South  C a r o l i n a  No y e s ( 3 ]  

k n t w c k y  Ye s y e s  Tennossce  No No 

1,ouisiana Yas Yes Utah Yes yes 

Haryl and No No Vermont No No 

Masqachuse t t s  No ( 2 )  a No NoY ~ S  V i r ~ i n i  

Hi n n e s o t a  Yes Yes Wisconsin  y e s  (4  ) Yes ( 3 )  

(1 Limited t o  $300. 

( 21 I,im.i.ted t o  F e d e r a l  t a x e s  a c t u a l l y  p a i d  on b u s i n e s s  income. 

( 3 )  L imi ted  t o  $500, 
( 4 )  Limited t o  1.0% o f  n u t  income. 
(5) 1.i.mitod t o  3% of n e t  income. 

Source:  S t a t e  Tax Gui.dc, 1954,--- Commerce C l e a r i n g  ilouse. 
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f o r  i n d i v i d u a l s  bu t  denies  any deduct ion f o r  corpora t ions .  

Advantages and Disadvantages of Pe rmi t t i ng  No Deduction f o r  Fede ra l  

Income Tax. It has been argued t h a t  t hose  s t a t e s  which do n o t  permit  r ec ip -  

r o c a l  deduct ion of t h e  income t a x  have c e r t a i n  advantages over those  s t a t e s  

which do. The p o s s i b l e  advantages and d isadvantages  of tho u n i l a t e r a l  a s  

opposed t o  t h e  rec iproca l .  arrangement a r e  l i s t e d  below: 

(1)  S t a t e  income t a x  revenue i n c r e a s e s  without  a  corresponding inc rease  

of t o t a l  t a x  l i a b i l i t y  f o r  income taxpayers  i n  the s t a t e .  This  i s  because 

t h e  amount of Fede ra l  income t a x  l i a b i l i t y  i s  reduced a s  t he  s t a t e  t a x  in-  

c r e a s e s .  The e f f e c t  upon both revenue and t a x  l i a b i l i t y  f o r  s e l e c t e d  income 

l e v e l s  i s  shown i n  Tables 46  and 47. It  may be seen  t h a t  i n  t h e  h igher  

b r a c k e t s  e x t r a  revenue may be obta ined ,  i n  e f f e c t ,  wi th  "twelve t o  f i f t e e n  

c e n t w  d o l l a r s .  

( 2 )  Another claimed advantage of u n i l a t e r a l  d e d u c t i b i l i t y  i s  t h a t  a 

r e g r e s s i v e  t a x  r a t e  is  thus  avoided. When Fede ra l  t a x e s  a r e  deducted from 

income be fo re  c a l c u l a t i n g  the  s t a t e  t a x  ( r e c i p r o c a l  d e d u c t i b i l i t y ) ,  t h e  

r e l a t i v e l y  l a r g e  deduct ions  from t h e  l a r g e r  incomes make t h e  s t a t e  e f f e c t i v e  

r a t e  actua1l.y r e g r e s s i v e .  I n  o t h e r  words the e f f e c t i v e  r a t e  d e c l i n e s  a s  

t h e  income i n c r e a s e s .  This  s i t u a t i o n  f o r  Colorado i s  shown i n  Table 48. 

Although Col-orado law provides  f o r  income t a x  r a t e s  advancing t o  a  maximum 

of  30 p e r  c e n t  ( l e s s  1/5 i n  1954) on incomes over  $11,000, t h e  t a b l e  i n d i -  

c a t e s  t h a t  e f f e c t i v e  t a x  r a t e s  advance t o  a  maximum of about  4 per  cen t  

on $20,000 incomes and then  d e c l i n e  t o  2 p e r  cent  on $1,000,000 incomes. 

( 3 )  F i n a l l y ,  i t  i s  argued t h a t  w i th  t h e  u n i l a t e r a l  arrangement not 

only i s  a g roa to r  amount of s t a t e  revenue obta ined  b u t  y i e l d s  a r e  s a i d  t o  

hc  more s t a b l e .  This  i s  because t h e  l e v e l  of s t a t e  revenue i s  l e s s  depen- 

dent  upon what p a r t i c u l a r  Fede ra l  r a t e s  happen t o  be from y e a r  t o  year .  

Thc pr.inc ipa l  a r ~ u m e n t  a g a i n s t  denying the  r i g h t  t o  deduct  Fetieral 



-- - 

-- 

T A B L E  46 

CUMBINEL) FEDERAL AND STATE INCOME TAX LIABILITY I N  COIBRADO, 

Federal  Tax Qfec t ive  With Reciprocal ~ e d u c t i o n s  (3)  
Assuming No Rate Effect ive  

Net Income ( 2  ) S t a t e  Income (Per Cent )Federal Colorado Combined Rats (Per Cant ) 
Tax 

Assuming Uni la tera l  ~ e d u c t i o n ( ~ )  


Federal  Colorado Combined Effect ive  Rate (per Cent) 


(1) Married couple i n  Colorado wi th  no dependents. 	 The Federal  and Colorado 
r a t e s  and exemptions a r e  f o r  1954. 

( 2 )  	Net income before exemptions and before  deduction f o r  income taxes.  
(3)  The Federal  income t a x  deductible from net  income f o r  s t a t e  income t a x  

ca lcu la t ion  and vice versa an a lgebra ic  equation wi th  2 unknowns i s  u t i l i z e d  
I i n  making ca lcu la t ions .  
( 4 )  This would be the s i t u a t i o n  i f  Colorado discontinued permit t ing  deduction 

of Federal  income tax. 



i-ncomc? taxes  is  t h a t  a l though incomes a r e  taxed regress ive1  y by the  s t a t e  

(under r e c i p r o c a l  p r o v i s i o n s ) ,  i f  s t a t o  and Federa l  taxes combined a r e  con-

s i d e r e d ,  the e f f e c t i v e  r a t o  on incomes is progresa ivo  l able 46) .  Thus, 

t he re  i.s f r equon t ly  the o b j e c t i o n  expressed t h a t  by removing the  r ec ip roca l  

p rov i s ion ,  the t o t a l  a f f e c t i v e  r a t e  becomes too high on the middle and 

upper l e v e l s  of income. 

-Estimated Addi t iona l  Rovenus I f  Federa l  Income Tax Deduction Here To 

Re Dropped. Should a d d i t i o n a l  s t a t e  revenue be r equ i r ed  i n  t h e  f u t u r e ,  

dropping t h e  Fede ra l  income t a x  deduct ion f o r  t he  s t a t e  t ax  might wel l  be 

considered a long  with o the r  a l t e r n a t i v e  revenue proposals .  

On t h e  b a s i s  of  a c t u a l  t a x  c o l l e c t i o n s  i n  t he  ca lendar  year  1953, addi-  

t i o n a l  revenue e s t ima te s  f o r  the  personal  incoma t a x  a r e  shown i n  Table 49. 

Ca lcu la t ions  i n  t h e  t a b l e  were made f o r  t he  va r ious  income l e v e l s .  The pro- 

cedure followed was t o  c a l c u l a t e  t h e  average ne t  taxable  income before  and 

a f t e r  deduct ion  of the Fede ra l  income t a x  (columns 4 and 8 ) .  The Colorado 

normal income t a x  was then  c a l c u l a t e d  upon t h e  b a s i s  af each t a x  base (before  

and a f t o r  t h e  Fede ra l  deduct i on )  ( s e e  columns 5  and 9) .  Af te r  mul t ip ly ing  

each s e t  of f i g u r e s  by the  number o f  r e t u r n s  f i l e d  (columns 6 and l o ) ,  the 

es t imated  a d d i t i o n a l  normal t a x  revenue was c a l c u l a t e d  (column 11). This 

t o t a l  a d d i t i o n a l  of $8,131,187 f o r  a l l  income l e v o l s  i s  a s u r p r i s i n g l y  l a rge  

a  mount. As Fede ra l  t axes  were reduced 1 0  per  c e n t ,  beginning January 1954, 

t h e  e s t ima te  of $8,131, 187 should be r e v i s e d  downward by 1 0  per  cent  f o r  

t he  c u r r e n t  per iod (1954).  Of course o t h e r  f a c t o r s  a f f e c t i n g  both Federal 

and s t a t e  t a x  l i a b i l i t i e s  i n  t he  cu r r en t  per iod  i n  c o n t r a s t  with 1953 could 

change the  r e l i a b i l i t y  of t h e  es t imate .  

A l s o  t o  be included i n  the c a l c u l a t i o n  of a d d i t i o n a l  revenue i f  the 

Federal income t a x  deduct ion were d iscont inued  is the  e s t ima te  of add i t i ona l  
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T A B L E  47 

ESTIMATED ADDITIONAI, STATE REVENUE AND ADDITIONAL TAX LIABILITY I F  

FEDERAL INCOME T A X  DEDUCTION WERE DROPPED, SELECTED INCOME LEWIS-FOR 

MARRIED-CO UPLE W IT14 NO DEPENDENTS (CO II)RADo , 1954 

~ d d i t i o n a l  Additional ('I Net Cost t o  Taxpayer Per 
Net Income ( I )  S t a t e  Revenue Tax L i a b i l i t y  $ Additional. Revenue 

(1) Before exemptions and before  deduct ion f o r  income t axes .  
(2)  Calculated from Table 46. 

T A B L E  48 

-EFFECTIVE RATE OF COLORADO STATE INCUME TAX BY SELECTED INCUME LEVEIS, 1954-
Net Income 	 E f f e c t i v e  Rate --(1 ) Colorado Tax 

$ 3,000 $ 15.52 ,52% 

5,000 44.40 .89$ 

20,000 786.00 3.9 p 

b 100,000 3,767.00 3 .8  % 

1,000,000 20,208.00 2.0 % 

(1) Net 	 income of married couple wi th  no dependents. Net income before  deduction 
f o r  Federa l  t axes  o r  personal  exemptions. 

Source : Previous t a b l e .  
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T A B L E  49 4 

d , 
-COMKADO PERSONAL INCOME TAX:  ESTIMATED ADDITIONAL REVENUE IF  FEDERAL 

L, 


-INCOMF: TAX DEDUCTION WERE DROPPED, BASED UPON COLLECTIONS I N  CALENDAR YEAR 1953. - ; 
" Adjusted Gross Income 1953 1953 1953 1953 1953 


~ ~ a s s  Number Average Average To ta l 
(1 of  Average 
-2 

Returns Adjusted Net Normal Tax Col lec t ions  
( 2 ) ~ r o s s  Taxabl Normal Tax 

4 

-- - Income ( 2 )  ~~~~~~~~j Per RetYhS -v 

>-t 
J 11 111 lv v v1 -h 

1,500- 1,999 20,946 $ 1 ,761  $ 5.36 $ 112,270 
2,000- 2,499 31,349 2,251 7.54 236,371 

2

2,500- 2,999 35,277 2,762 10.00 355,2 39 a% 

3,000- 3,499 38,740 3,299 11.66 451,708 c 
a
3,500- 3,999. 35,688 3,754 14.21 507,126 r.

4,000- 4,499 28,765 4,239 15.95 458,802 
4,500- 4,999 25,401 4,740 19.87 504,718 i 

5,000- 5,999 27,312 5,439 25.77 703,587 -C. 

6,000- 6,999 15,686 6,462 34.64 543,363 
7,000- 7,999 9,274 7,446 48.00 443,019 L 

8,000- 8,999 6,071 8,665 4,482 71.00 430,009 -4 

9,000- 9,999 3,815 9,156 5,230 87.00 333,278 
10,000- 10,999 2,696 10,473 5,819 107.00 289,658 A 

11, 000- 11,999 1 ,776 11,502 6,405 136.00 24 2,175 
12,000- 12,999 1,447 12,535 7,004 160.00 231,477 
13,000- 13,999 1 ,052 13,458 7,981 206.00 216,228 -4 

14,000- 14,999 945 14,605 8,613 244.00 230,300 -r 

15,000- 19,999 2,796 17,285 10,182 340.00 949,913 t 

20,000- 24,999 1 ,010 22,707 13,432 591.00 597,011 i 


25,000- 29, 999 685 27,430 15,652 786.00 538,410 ',30,000- 39,999 792 34,000 19,084 1,044.00 826,848 
40,000- 49,999 31 6 4 1,467 23,343 1,368.00 432,288 
50,000- 59,999 164 54,542 26,955 1,632.00 267,648 

&

60,000- 69,999 9 9 65,112 30,366 1,938.00 191,862 . 
a 

70,000- 79,999 54 74,937 34,897 2,305 .OO 124,470 
80,000- 89,999 47 84,751 36,733 2,541.00 11 9,427 ; 
90,000- 99,999 31 92,356 46 ,471 3,226.00 100,006 

100,000-149,999 56 120,882 47,896 3,307.00 185,192 + 
150,000-199,999 1 0  175,439 81,127 6,038.00 60,380 .. 

9 


b 200,000-249 ,999 3 216,126 40,784 2,774.00 8,322 a4 

250,000-299,999 2 272,145 77,565 5,717 .OO 11,434 c 

300,000-399 ,999 3 333,812 80,648 5,996.00 17,988 % 
2 


400,000-499,999 1 441,653 96,513 7,233.00 7,233 % 

500,000-749,999 3 574,840 74,563 5,477.00 16,431 

750,000-999, 999 1 891,922 177,537 13,715.00 1 3  715 
-A 


Total $10,757,876 -.. 
(1)  Incomes below $1500 a r e  not included a s  a d d i t i o n a l  revenue would be i n s i g n i f i c a n t  . : 
( 2 )  Data obtained from Colorado Department of Revenue. 


I3 ) Obtained by adding average n e t  t axab le  income ( c o l m n  4 ) and average Federal  L, 

4 )  obta ined  by s u b t r a c t i n g  column 6 from column 10. 3 


( 5 ) ' F o r  incomes below $8,000 f i g u r e s  were not a v a i l a b l e ,  t h e r e f o r e  c a l c u l a t i o n s  5 

t 
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i 

Average Fe 1 Ave. Net Taxable 
Income T a ~ ~ ' ~ ' ~ ) I n c a r n c  Before 

Federal T x 
Deduction T3) 

-
VI L V l I I  

$ 787 
1,072 
1,382 
1,661 
1,957 
2,159 
2,610 
3,135 
3,872 
4,739 

1,274 5,756 
1,442 6,672 
1,723 7 ,542 
2,219 8,624 
2,311 9,315 
2, 386 10,367 
2,984 11,597 
3,713 13,895 
5,534 18,966 
8,936 24,588 

10,677 29,761 
15,494 38,837 
20,056 47,011 
25,704 56,070 
27,734 62,651 
36,566 73,299 
35,316 81,787 
59,063 106,958 
79,783 160,910 

128,200 168,984 
139,380 216,945 
224,401 305,047 
31 2,115 408,628 
365,602 440,165 
561,299 738,836 

Estimated 
Averago Col u.  
Normal Tax i f  
No Federal Tax 

Deducted 

1x 
$ 6.30 

8.87 
12.57 
15.93 
19.48 
22.55 
29.75 
38.71 
54.00 
74.00 

104.00 
139.00 
178.00 
235.00 
276.00 
344.00 
440.00 
624.00 

1,829.00 
1,479.00 
1,893,OO 
2,698.00 
3,273,OO 
3,998.00 
4,523.00 
5,376.00 
6,055.00 
8,069.0P 

12,385 *00 
13,031.00 
16,867.00 
23,916.06 
33,083.00 
35,605.00 
59,499.00 

Estimated Estimated 
Total  Normal Additional 
Tax Collections iNorma1 Tax 
i f  No Federal Collections i f '  
beduct ions No Federal Doduc t ions 

X X I  
$ 131,960 $ 19,690 

278,065 41,694 
443,432 88,193 
617,128 165,420 
695 ,202 188,076 
648,650 189,848 
755,680 250,962 

1,057,247 353,690 
847,044 303,681 
686,276 243,257 
631,384 201 ,375 
5 34,285 197,007 
479 ,888 190,230 
417,360 175,185 
399,372 167,895 
361,888 145,660 
414,480 184,180 

1,744,704 794,791 
1,847,290 1,250,279 
1,013,115 474,705 
1,499,256 672 ,408 

852,884 420,1596 
536,772 269,124 
395,802 203,940 
244, 242 119,772 
252,267 132,840 
187,705 87,699 
451,864 266,672 
123,850 63,470 

39,093 30,771 
33,734 22,300 
71,748 53,760 
33,082 25,849 

106,815 90,384 

income t a x  (column 7 ) .  

were made without them. 



y i e l d  of the  income t a x  on corpora t ions .  This  e s t ima te  i a  obtained more 

eas i l y .  As t h e  Colorado t a x  r a t e  i s  not p rogres s ive  but  uniform (4 per  

cent  i n  19541, a l l  t h a t  i s  necessary i s  t o  m u l t i p l y  t h e  amount of Fede ra l  

income t a x e s  n a i d  by Colorado co rpora t ions  by t h i s  r a t e  of 4  per cen t .  

Unfortunately,  the  1a t e s t Federa l  f i g u r e s  f o r  co rpora t ions  i s  1949. However, 

c a l c u l a t i o n s  based upon taxos i n  1949 a r e  shown i n  Table 50. 



.04 

T A B L E  50 


COLORADO CORPORATION INCOME T A X ;  EFFECT OF FEDERAL INCOME TAX DEDUCTION 


Fedoral Corporat ion Income taxes  paid i n  1949.. ...............$57 ,340,000(~)  


4% (Col-orado r a t e  ) ( I ) .  ..............,...................... 
_IC 


Estimated addit ional .  Revenue.. ........'........................$ 2,293,000.00 


(3. ) Disregard ing  the  r a t e  of 6% on f i n a n c i a l  i n s t i t u t i o n s ,  

( 2 )  S t a t i s t i c s  of Income f o r  1949, Pa r t  11. U. S. Treasury Department. 

Thus the  e s t ima te  of a d d i t i o n a l  revenue f o r  the  cur rant .  year  (1954 ) 

From i n d i v i d u a l  incoma t ax  ..................$8,000,000 


From corpora t ion  income tax................. 2,300,000 


TOTAL.................$9,500,000 



