
-
 
-
 

--
 

.+ 
c
 

p
 

+
 

Q
:

.
F

-
:

*
-

-
~

 
. 

*
'
s

-
'
.
.
-
*

 
.;
 
t
 

F
 
I
 

r
 

B
ou

nd
 b

y 
D

EN
VE

R
 B

O
O

K
B

IN
D

IN
G

 C
O

., 
27

T5
 - 1

7t
h

 S
t., 

D
en

ve
r, 

C
sl

o.
 8

02
1 1

 



LEGISLATIVE COUNCIL 

OF THE 

COLORADO GENERAL ASSEMBLY 

R e p r e s e n t a t i v e s  

C h a r l e s  Conkl in ,  Chairman 
Dewey Carnahan 
Joe Dolan 
P e t e r  H, Dominick 
Guy Poe 
Raymond H. Simpson 
A l b e r t  J, Tomsic 

Lyle  C, Kyle, D i r e c t o r  

S e n a t o r s  

David J, Clarke ,  Vice Chairman 
C h a r l e s  E. B e n n e t t '  
T. E v e r e t t  Cook 
C a r l  W, Fulghum 
Paul  E. Wenke ' 

Rober t  L ,  Knous, L t ,  Governor 

The L e g i s l a t i v e  Counci l ,  which i s  composed of f i v e  S e n a t o r s ,  
s i x  R e p r e s e n t a t i v e s ,  and t h e  p r e s i d i n g  o f f i c e r s  of t h e  two houses ,  
s e r v e s  a s  a c o n t i n u i n g  r e s e a r c h  agency f o r  t h e  l e g i s l a t u r e  through 
t h e  maintenance of a t r a i n e d  s t a f f ,  Between s e s s i o n s ,  r e s e a r c h  
a c t i v i t i e s  a r e  c o n c e n t r a t e d  on t h e  s tudy  of  r e l a t i v e l y  broad prob- 
lems f o r m a l l y  proposed by l e g i s l a t o r s ,  and t h e  p u b l i c a t i o n  and 
d i s t r i b u t i o n  of f a c t u a l  r e p o r t s  t o  a i d  i n  t h e i r  s o l u t i o n ,  

During t h e  s e s s i o n s ,  t h e  emphasis i s  on supply ing  l e g i s l a t o r s ,  
on i n d i v i d u a l  r e q u e s t ,  w i t h  p e r s o n a l  memoranda, providin 'g them wi th  
i n fo rma t ion  needed t o  hand le  t h e i r  own l e g i s l a t i v e  problems. Repor t s  
and memoranda bo th  g i v e  p e r t i n e n t  d a t a  i n  t h e  form of f a c t s ,  f i g u r e s ,  
arguments,  and a l t e r n a t i v e s .  
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To Members of  t h e  F o r t y - t h i r d  Colorado Genera l  Assembly: 

A s  d i r e c t e d  by S e n a t e  J o i n t  R e s o l u t i o n  No. 27,  
1959 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  submi t s  h e r e w i t h  
i t s  r e p o r t  and recommendations c o n c e r n i n g  t h e  t a x a t i o n  of  
p e r s o n a l  p r o p e r t y .  

The r e p o r t  of t h e  subcommittee a p p o i n t e d  t o  
c a r r y  o  u t  t h i s  ass ignment  was adopted  by t h e  L e g i s l a t i v e  
C o u n c i l  a t  i t s  meet ing  November 17 f o r  t r a n s m i s s i o n  t o  
t h e  For t y - t h i r d  Genera l  Assembly. 

R e s p e c t f u l l y  submi t t ed ,  

C h a r l e s  Conkl in  
Chairman 



COLORADO GENERAL ASSEMBLY 


OFFICER. MEMDERD 

CHARLEB CONKLIN LT. OOV. ROmERT L. KNOUB 
CNAlnlAN BEN. CHARLES E. DENNET1 

DAVID J. CLARKE SEN. DAVID J. CLARKE 
VlCl CMAlllAN SEN. 1.EVERETT COOK 

DEN. CARL W. FULOHUM 
SEN. PAUL E. WENKE 

STAFF LEGISLATIVE COUNCI L SPEAMERCHARLEBCONKLIN
LYLE C. KYLE REP. DEWLY CARNAHAN 

DIII.CTOI REP. JOE DOLAN 
HARRY 0.L A W W U  ROOM S43. STATE CAPITOL REP. PETER H. DOMINICK 

Dmn~OnANALT~T 
DENVER 2. COLORADO REP, OUY M E  

r m l L L w  E. JONES REP. RAYMOND H. SIMPWN 
Den101 AMALTSV KEYSTONE4-11 7 1  - EXTENSION 287 R E h  ALDER1 J. TOMSIC 

November 17, 1960 


Honorable Charles Conklin, Chairman 

Colorado Legislative Council 

State Capitol 

Denver 2, Colorado 


Dear Mr. Chairman: 


Your Committee on Assessment Methods submits 

herewith the findings and recommendations of its Sub- 

committee on Taxation of Personal Property. The report 

of the subcommittee was adopted by the Committee on 

Assessment Methods at its meeting November 10, 1960 for 

transmission to the Legislative Council. 


The Committee on Assessment Methods has held 

periodic myetings with the Colorado Tax Commission con- 

cerning the implementation of the recommendations made 

by the committee in 1959. Although progress has been 

slow because of delay in securing qualified personnel, 

the equalization program is expected to proceed more 

rapidly now that the new position of Director of Apprais- 

als and Equalization has been filled. 


Plans are being made by the Tax Commission for 

' a  training school for local assessors to be held in Janu- 

ary, 1961. 


Respectfully submitted, 


David J. Clarke 

Chairman 




FOREWORD 

This  s tudy was made under t h e  p rov i s ions  of Senate  J o i n t  
Reso lu t ion  No. 27 passed a t  t h e  f i r s t  s e s s i o n  of t h e  For ty-  
second General  Assembly. This  r e s o l u t 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  
Counci l  t o  conduct a s tudy  of o t h e r  p o s s i b l e  means of t ax ing  
persona l  p roper ty  a s  a s u b s t i t u t e  f o r  t h e  p r e s e n t  method. 

The L e g i s l a t i v e  Counci l  ass igned  t h i s  s tudy t o  t h e  committee 
nn Assessment Methods. I n  May, 1959 a  three-man subcommittee was 
appointed t o  concen t r a t e  on persona l  p rope r ty  t a x  problems. 
Members of t h e  subcommittee were Sena to r  T. E v e r e t t  Cook, Canon 
C i t y ,  chairman; Represen ta t ive  Ray H. Black,  Loveland; and Repre- 
s e n t a t i v e  Yale Huffman, Wheatridge. I n  March, 1960 t h e  membership 
of t h e  subcommittee was expanded t o  i nc lude  Sena tor  Richard F.  
Hobbs, Pueblo; Sena to r  David J-. C la rke ,  Denver; Sena tor  Fay 
DeBerard, Kremmling; and Represen ta t ive  James French, Del Norte,  a s  
w e l l  a s  t h e  t h r e e  members appointed i n  1959. 

The r e p o r t  and recommendations which fo l low.  a r e  t h e  r e s u l t  
of he 'ar ings ,  s t a f f  r e s e a r c h ,  and committee study.  The subcorn- 
m i t t e e  has  emphasized i n  i t s  recommendations t h e  immediate need 
f o r  improving a d m i n i s t r a t i o n  of t h e  p r e s e n t  persona l  p roper ty  t a x .  
Although some a t t e n t i o n  w a s g i v e n  t o  s u b s t i t u t e  means of t a x i n g  
persona l  p rope r ty ,  t h e  subcommittee d i d  no t  have adequate informa- 
t i o n  f o r  a complete s tudy  of t h e  problem and consequent ly  has  
recommended t h a t  more d a t a  be compiled f o r  f u t u r e  s tudy.  

Lyle C. Kyle 
D i r e c t o r  

November 1 7 ,  1960 
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TAXING PERSONAL PROPERTY 


The 4 1 s t  G e n e r a l  Assembly 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  r e v i e w  methods o f  a s s e s s i n g  p r o p e r t y  f o r  t a x  p u r p o s e s  i n c l u d i n g  
p u b l i c  u t i l i t i e s ,  l o c a l l y  a s s e s s e d  r e a l  p r o p e r t y  a n d  p e r s o n a l  
p r o p e r t y .  I n  t h e  c o u r s e  o f  t h a t  s t u d y  i t  became a p p a r e n t  t h a t  
c o n s i d e r a t i o n  s h o u l d  be  g i v e n  t o  d i f f e r e n t  means o f  t a x i n g  p e r s o n a l  
p r o p e r t y .  C o n s e q u e n t l y ,  a s e p a r a t e  subcommi t t ee  on p e r s o n a l  p rop -  
e r t y  t a x a t i o n  was e s t a b l i s h e d  by t h e  C o u n c i l  i n  1959 f o r  t h e  e x p r e s s  
p u r p o s e  of  e x p l o r i n g  a l t e r n a t i v e  ways o f  t a x i n g  p e r s o n a l  p r o p e r t y  
a s  w e l l  a s  f u r t h e r  e x p l o r i n g  means o f  improv ing  t h e  a d m i n i s t r a t i o n  o f  
p r e s e n t  l aws  on  t h e  s u b j e c t .  

Commit tee  P r o c e d u r e  

E a r l y  i n  i t s  d e l i b e r a t i o n s  t h e  n p e r s o n a l  p r o p e r t y  subcommit tee  
o u t l i n e d  t h e  p o i n t s  n e e d i n g  e x p l o r a t i o n  i n c l u d i n g :  1) a r e v i e w  o f  
t h a t  p a r t  o f  t h e  r e p o r t  o f  t h e  Commit tee  on  Assessment  Methods 
p e r t a i n i n g  t o  p e r s o n a l  p r o p e r t y ;  2 )  h e a r i n g s  a round  t h e  s t a t e  t o  
i s o l a t e  s p e c i f i c  p rob lems  i n  t h e  minds o f  t a x p a y e r s ;  3 )  a d e t e r -
m i n a t ~ o n  o f  t h e  amounts  o f  s t a t e  and  l o c a l  r e v e n u e s  t h a t  would 
have  t o  be r e p l a c e d  i f  t h e  p r o p e r t y  t a x  o n  p e r s o n a l  p r o p e r t y  were  
removed; 4 )  a r e v i e w  o f  p r a c t i c e s  i n  o t h e r  s t a t e s  i n  t a x i n g  
p e r s o n a l  p r o p e r t y ;  and  5 )  a r e v i e w  o f  a l t e r n a t i v e  means o f  t a x i n g  
p e r s o n a l  p r o p e r t y .  

Summary o f  1958 R e p o r t  on  Asses smen t  o f  P e r s o n a l  P r o p e r t y  

The L e g i s l a t i v e  C o u n c i l  Commit tee  on  Asses smen t  Methods 
s u b m i t t e d  a r e p o r t  i n  1958 which  i n c l u d e d  a c h a p t e r  on  t h e  a s s e s s -
ment  o f  p e r s o n a l  p r o p e r t y .  T h a t  c h a p t e r  h a s  been  one o f  t h e  ma jo r  
s o u r c e s  o f  i n f o r m a t i o n  f o r  t h i s  subcommi t t ee  and  t h e r e f o r e  p o r t i o n s  
o f  i t s  c o n t e n t s  a r e  i n c l u d e d  i n  t h i s  r e p o r t .  

The Asses smen t  of  P e r s o n a l  P r o p e r t y  

P e r s o n a l  p r o p e r t y ,  f o r  p u r p o s e s  o f  a s s e s s m e n t ,  i n c l u d e s  a l l  
t a x a b l e  p r o p e r t y  wh ich  i s  n e i t h e r  l a n d  n o r  improvements  t h e r e o n ,  
which  i s  a f f i x e d  t o  n e i t h e r  l a n d  n o r  improvements .  A s  a c l a s s ,  it i s  
c h a r a c t e r i z e d  by e a s y  m o b i l i t y ,  f r e q u e n t  change  o f  o w n e r s h i p ,  l a c k  of  
p u b l i c  r e c o r d  o f  o w n e r s h i p ,  g r e a t  v a r i e t y  i n  n a t u r e ,  r a p i d  f l u c t u a -  
t i o n  o f  v a l u e  b e c a u s e  o f  a g i n g ,  wear  and  t e a r ,  o b s o l e s c e n c e ,  l o s s  and 
d e s t r u c t i o n ,  and  t h e  o p e r a t i o n  o f  t h e  law o f  s u p p l y  and  demand i n  t h e  
marke t .  A l l  o f  t h e s e  c h a r a c t e r i s t i c s  t e n d  t o  c o m p l i c a t e  t h e  problem 
of a s s e s s i n g  t h i s  c l a s s  o f  p r o p e r t y ,  and  o f  e v a l u a t i n g  t h e  r e s u l t s  
a c h i e v e d .  



Exempt P e r s o n a l  P r o p e r t y  

Many t y p e s  o f  p e r s o n a l  p r o p e r t y  have  been  removed f rom t h e  
t a x a b l e '  c l a s s  by s p e c i f i c  exempt ion .  Much p e r s o n a l  p r o p e r t y  i s  
s u b j e c t  t o  exempt ion  a c c o r d i n g  t o  i t s  o w n e r s h i p  o r  u s e ,  a l o n g  w i t h  
r e a l  e s t a t e  o f  t h e  same o w n e r s h i p  o r  u s e .  O t h e r  b r o a d  c l a s s e s  o f  
p e r s o n a l  p r o p e r t y  have  been  exempted  f rom p r o p e r t y  t a x a t i o n  b e c a u s e  
o f  t h e  u n s u i t a b i l i t y  of t h a t  fo rm o f  t a x a t i o n ,  and  have  been  s u b -  
j e c t e d  t o  o t h e r  fo rms  of t a x , a t i o n  i n s t e a d .  

A l l  p e r s o n a l  p r o p e r t y  which  i s  p u b l i c l y - o w n e d  o r  i s  owned 
by banks  o r  c o u n t y  f a i r  a s s o c i a t i o n s  i s  exempt  by r e a s o n  of s u c h  
omner sh ip .  A l l  p e r s o n a l  p r o p e r t y  which 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 ,  n o n - p r o f i t  s c h o o l ,  o r  s t r i c t l y  c h a r i t a b l e  
p u r p o s e s  i s  exempt  by r e a s o n  of  s u c h  u s e . .  Household  f u r n i s h i n g s  
and  p e r s o n a l  e f f e c t s  which  a r e  n o t  u s e d  f o r  t h e  p r o d u c t i o n  of  
income a t  any  time have  b e e n  exempted .  I n t a n g i b l e  p e r s o n a l  p r o p -  
e r t y  was exempted  f rom t h e  p r o p e r t y  t a x  w i t h  t h e  a d o p t i o n  of  t h e  
s t a t e  income t a x .  Motor  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 ,  
e x c e p t  t h o s e  i n  t h e  p r o c e s s  o f  m a n u f a c t u r e ,  o r  i n  s t o r a g e ,  o r  i n  
t h e  hands  o f  m a n u f a c t u r e r s ,  d i s t r i b u t o r s  o r  d e a l e r s ,  were  exempted 
f r o m  p r o p e r t y  t a x  w i t h  t h e  a d o p 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 .  

T a x a b l e  P e r s o n a l  P r o p e r t y  

A l l  o t h e r  p e r s o n a l  p r o p e r t y  i s  s u b j e c t  t o  a s s e s s m e n t .  
For  t h e  p u r p o s e s  o f  a n a l y z i n g  a s s e s s m e n t  p o l i c y  a n d  p r a c t i c e ,  t h e r e  
a r e  t h r e e  ma jo r  c l a s s i f i c a t i o n s  o f  p e r s o n a l  p r o p e r t y ,  o f  d i s t i n c t l y  
d i f f e r e n t  c h a r a c t e r i s t i c s ,  t h a t  c a n  b e s t  be  c o n s i d e r e d  s e p a r a t e 1  , 
They a r e :  1) m e r c h a n d i s e  and  m a n u f a c t u r e s :  2 )  l i v e s t o c k ;  and  3r 
a l l  o t h e r  p e r s o n a l  p r o p e r t y .  

M e r c h a n d i s e  and  M a n u f a c t u r e s .  The b a s i s  o f  t h e  a s s e s s m e n t  
o f  m e r c h a n d i s e  and  m a n u f a c t u r e s  i s  t h e  a v e r a g e  amount o f  moneys and  
c r e d i t s  i n v e s t e d  d u r i n g  t h e  y e a r .  I t  i s  n o t  t h e  v a l u e  of  t h e  
m e r c h a n d i s e  i n  t h e  h a n d s  o f  a m e r c h a n t  on  any g i v e n  d a t e .  Nor i s  
i t  t h e  v a l u e  o f  m e r c h a n d i s e  p u r c h a s e d  o r  s o l d  d u r i n g  any p e r i o d  
o f  t i m e .  Nor i s  i t  t h e  v a l u e  o f  t h e  b u s i n e s s  a s  m i g h t  be  d e t e r -  
mined by t h e  p r o f i t  i t  p r o d u c e s ,  a s  a f f e c t e d  by s u c h  f a c t o r s  a s  
mark-up,  r a t e  o f  t u r n o v e r ,  a n d  o v e r h e a d  c o s t .  I t  i s ,  p u r e l y  and 
s i m p l y ,  t h e  amount i n v e s t e d ,  o n  t h e  a v e r a g e ,  i n  m e r c h a n d i s e .  Nor 
i s  t h e  amount o f  t h e  i n v e s t m e n t  l i m i t e d  t o  t h e  amount o f  c a s h  
i n v e s t m e n t ,  b u t  i n c l u d e s  any  c r e d i t  o b l i g a t i o n  f o r  any m e r c h a n d i s e  
i n  p o s s e s s i o n .  

The p o l i c y  o f  t h e  t a x  commiss ion  o n  a s s e s s m e n t  o f  m e r c h a n d i s e  
and  m a n u f a c t u r e s  i s  s t a t e d  i n  a n  a n n u a l  p u b l i c a t i o n  known a s  
C i r c u l a r  No. 1. T h i s  c i r c u l a r  c o n t a i n s  t t r ecommenda t ions"  f o r  t h e  
a s s e s s m e n t  of ,  mos t  c l a s s e s  o f  p e r s o n a l  p r o p e r t y .  These  recommenda- 
t i o n s  a r e  a d o p t e d  f o l l o w i n g  c o n s u l t a t i o n  by t h e  t a x  commiss ion  
w i t h  t h e  c o u n t y  a s s e s s o r s  a s  a g r o u p ,  a c t i n g  t h r o u g h  t h e  C o l o r a d o  
A s s e s s o r s '  A s s o c i a t i o n .  C i r c u l a r  No. 1 p r e s c r i b e s  t h e  u s e  of  a 



s t a n d a r d  form f o r  t h e  r e t u r n  of  m e r c h a n d i s e  i n v e n t o r y  i n f o r m a t i o n  
by t h e  owners  of  m e r c h a n d i s e .  I t  recommends t h a t  f i f t y  p e r  c e n t  
of  t h e  a v e r a g e  i n v e n t o r y  be  t a k e n  a s  t h e  a s s e s s e d  v a l u a t i o n .  It 
i n s i s t s  t h a t  o p e n i n g  and  c l o s i n g  i p v e n t o r i e s  be  s e c u r e d  d i r e c t  f rom 
t h e  s t a t e  income t a x  r e t u r n  of  t h e  t a x p a y e r .  I t  s u g g e s t s  t h a t  i f  
t h e  l a t t e r  i s  n o t  done a  h i g h e r  p e r c e n t a g e  o f  a s s e s s m e n t  may be  
used .  

The p r e s c r i b e d  f o r m ,  known a s  a S t a t e m e n t  of P e r s o n a l  
P r o p e r t y ,  p r o v i d e s  s p a c e s  f o r  t h e  t a x p a y e r  owning m e r c h a n d i s e  t o  
e n t e r  t h e  f o l l o w i n a  i n f o r m a t i o n  r e l a t i n a  t o  v a l u e :  amount of  
b e g i n n i n g  i n v e n t o r y ,  amount o f  c l o s i n g  i n v e n t o r y ,  and  t h e  a v e r a g e  
o f  t h e  two. A d d i t i o n a l  s p a c e  i s  p r o v i d e d  f o r  l i s t i n g  of  a d d i t i o n a l  
i n v e n t o r i e s ,  which may be  a s  f r e q u e n t l y  a s  m o n t h l y ,  i f  a v a i l a b l e .  

Not s t a t e d  i n  t h e  1958  C i r c u l a r  No. 1, b u t  a p o l i c y  o f  many 
y e a r s 1  s t a n d i n g ,  i s  t h a t  a  m e r c h a n d i s e  a s s e s s m e n t  mus t  be  b a s e d  upon 
a t  l e a s t  two i n v e n t o r i e s ,  o p e n i n g  and  c l o s i n g ,  b u t  t h a t  i t  i s  
p e r m i s s i b l e ,  and  more d e s i r a b l e ,  t o  b a s e  i t  upon t h e  a v e r a g e  of  
more i n v e n t o r i e s ,  up t o  t w e l v e ,  i f  t h e  same c a n  b e  o b t a i n e d .  

The s u g g e s t i o n  t h a t  a n  a s s e s s m e n t  of  more t h a n  f i f t y  p e r  
c e n t  be  u s e d ,  i f  o p e n i n g  a n d  c l o s i n g  i n v e n t o r i e s  a r e  n o t  s e c u r e d  
d i r e c t  f rom t h e  income t a x  r e t u r n  o f  t h e  t a x p a y e r ,  i s  d e s i g n e d  
t o  e n c o u r a g e  t a x p a y e r s  t o  r e v e a l  a t  l e a s t  t h a t  much i n f o r m a t i o n .  
I t  i s  a l s o  b a s e d  upon t h e  b e l i e f  t h a t  a t a x p a y e r  r e t u r n  of  a n  
unconf i rmed  amount o f  i n v e n t o r y  may be  u n d e r s t a t e d  and  t h a t ,  
t h e r e f o r e ,  a  h i g h e r  r a t e  o f  a s s e s s m e n t  i s  j u s t i f i e d .  

I n v e s t i g a t i o n  h a s  shown t h a t  a l l  a s s e s s o r s ,  e x c e p t  o n e ,  
a r e  u s i n g  ' t h e  recommended f i f t y  p e r  c e n t  b a s i s  of a s s e s s m e n t .  T h a t  
i s ,  no e v i d e n c e  was f o u n d  t h a t  any o t h e r  a s s e s s o r s  w e r e ,  a s  a m a t t e r  
o f  p o l i c y ,  a s s e s s i n g  m e r c h a n d i s e  a n d  m a n u f a c t u r e s  a t  a lower  p e r -  
c e n t a g e  of  t h e  a v e r a g e  i n v e n t o r y  r e t u r n e d .  Some were  u s i n g  a  
h i g h e r  p e r c e n t a g e  on  unconf i rmed  m e r c h a n d i s e  r e t u r n s .  

A s i d e  f rom t h e  p e r c e n t a g e  u s e d ,  t h e  main f a c t o r s  t o  be  con-
s i d e r e d  i n  j u d g i n g  p r a c t i c e s  i n  t h e  a s s e s s m e n t  of m e r c h a n d i s e  a r e :  
1) e f f i c i e n c y  i n  d e t e r m i n i n g  t h e  amount o f  money and  c r e d i t  i n v e s t e d ;  
and  2 )  t h e  manner of  d e t e r m i n i n g  t h e  a v e r a g e  amount of  money and  
c r e d i t  i n v e s t e d .  These  two f a c t o r s ,  however ,  a r e  s o  i n t e r - r e l a t e d  
t h a t  t h e y  c a n n o t  be  t r e a t e d  s e p a r a t e l y .  

T h e r e  c a n  be  no e q u a l i z a t i o n  o f  m e r c h a n d i s e  a s  a c l a s s  w i t h  
o t h e r  c l a s s e s  o f  p r o p e r t y  u n l e s s  t h e  e n t i r e  i n v e s t m e n t  i n  merchand i se  
i s  a s s e s s e d .  I t  i s  n o t  l i k e l y  t h a t  any owners  of  m e r c h a n d i s e  a r e  
e s c a p i n g  a s s e s s m e n t .  However, t h e  amount o f  i n v e s t m e n t  r e p o r t e d  may 
be s h o r t  o f  t h e  a c t u a l  amount of  i n v e s t m e n t .  And t h e  p o l i c y  used  
by t h e  a s s e s s o r  i n  d e t e r m i n i n g  a n  a v e r a g e  may c a u s e  a s s e s s m e n t s  t o  
be  h i g h e r  o r  l ower  t h a n  t h e y  o t h e r w i s e  would be .  

Some c o u n t i e s ,  i n  o r d e r  t o  i n s u r e  a f u l l  r e t u r n  of  merchan-
d i s e  i n v e s t m e n t ,  r e q u i r e  a b s o l u t e  p roo f  of  t h e  amount r e t u r n e d .  
T h i s  i n v o l v e s  a n  a c t u a l  i n s p e c t i o n  o f  t h e  books o f  a merchan t  by a 



q u a l i f i e d  t a x  a c c o u n t a n t  t o  v e r i f y  t h e  a c c u r a c y  of t h e  r e t u r n ,  where 
such  books a r e  p r e s e n t  i n  t h e  c o u n t y .  I n  t h e  c a s e  of  merchan t s  whose 
books a r e  l o c a t e d  e l s e w h e r e ,  t h e  r e t u r n  m u s t  be c e r t i f i e d .  One 
coun ty  even  r e q u i r e s  t h e  s u b m i s s i o n  of  p h o t o s t a t i c  c o p i e s  of t h e  
r e c o r d s ,  which a r e  k e p t  i n  s t r i c t  c o n f i d e n c e .  

Some a s s e s s o r s ,  p a r t i c u l a r l y  t h o s e  who do n o t  have  t h e  
s e r v i c e s  of  q u a l i f i e d  t a x  a c c o u n t a n t s  t o  i n s p e c t  t h e  books of  mer-
c h a n t s ,  a t  l e a s t  a t t e m p t  t o  v e r i f y  t h e  r e t u r n s  by comparing them 
w i t h  Fncome t a x  r e t u r n s  f i l e d  w i t h  t h e  s t a t e ,  which i s  p e r m i t t e d  
by law. O t h e r  a s s e s s o r s ,  u n a b l e  t o  employ t a x  a c c o u n t a n t s ,  n o t  
h a v i n g .  such  q u a l i f i c a t i o n s  t h e m s e l v e s ,  and be ing  b e s e t  w i t h  a 
m u l t i p l i c i t y  of  o t h e r  p rob lems ,  a r e  i n c l i n e d  t o  a c c e p t  wha teve r  
r e t u r n  i s  made t o  them. 

C o n s i d e r a b l e  v a r i a t i o n  i n  p r a c t i c e  r e g a r d i n g  t h e  d e t e r m i n a t i o n  
of  a v e r a g e  amount of  money i n v e s t e d  i s  found .  Such a  d e t e r m i n a t i o n  
v a r i e s  w i t h  t h e  number o f  i n v e n t o r i e s  used .  It  c a n  be based  upon 
open ing  and c l o s i n g  i n v e n t o r i e s  f o r  t h e  p r e c e d i n g  y e a r  o n l y .  O r  i t  
c a n  be based  upon a g r e a t e r  number of  p h y s i c a l  i n v e n t o r i e s ,  i f  
a v a i l a b l e ,  up t o  t w e l v e .  O r  i t  can  be based  upon a c a l c u l a t i o n  of 
month ly  i n v e n t o r i e s  f rom a c t u a l  p h y s i c a l  opening  and  c l o s i n g  
i n v e n t o r i e s ,  u s i n g  monthly p u r c h a s e s  and s a l e s  a s  f a c t o r s .  O r  
it c a n  be based  upon monthly p e r p e t u a l  i n v e n t o r i e s ,  i f  a v a i l a b l e .  

I n  a l l  c o u n t i e s  a t  l e a s t  a p a r t  of  t h e  a s s e s s m e n t s  a r e  
based  upon a s i m p l e  a v e r a g e  of  open ing  and  c l o s i n g  i n v e n t o r i e s .  I n  
some c o u n t i e s ,  a l l  a s s e s s m e n t s  a r e  based  upon t h i s  method. I t  i s  a 
s i m p l e  method,  i n v o l v i n g  mere ly  t h e  a v e r a g i n g  of  two amounts which 
a r e  a v a i l a b l e  from e v e r y  merchan t  and c a n  be v e r i f i e d .  A l l  merchan t s  
t a k e  a t  l e a s t  t h e s e  two i n v e n t o r i e s  and a r e  r e q u i r e d  t o  r e p o r t  them 
f o r  s t a t e  income t a x  c o m p u t a t i o n .  The amounts r e t u r n e d  f o r  income 
t a x  c a n  be o b t a i n e d  from t h e  d e p a r t m e n t  of  r evenue  f o r  compar ison  
w i t h  t h e  merchand i se  r e t u r n  t o  t h e  a s s e s s o r .  

The use  of  t h e  a v e r a g e  of two i n v e n t o r i e s ,  however ,  does  n o t  
n e c e s s a r i l y  p r o v i d e  t h e  a s s e s s o r  w i t h  an  a v e r a g e  of t h e  amount of  
money i n v e s t e d  d u r i n g  t h e  y e a r .  Some m e r c h a n t s  have h i g h e r  i n v e n t o r i e s  
a t  t h e  t ime  a n n u a l  i n v e n t o r i e s  a r e  t a k e n  t h a n  a t  any o t h e r  t i m e  i n  
t h e  y e a r .  An a v e r a g e  of t h e  two i n v e n t o r i e s  would be h i g h e r  under  
t h o s e  c i r c u m s t a n c e s  t h a n  t h e  a v e r a g e  d u r i n g  t h e  y e a r .  O t h e r s ,  
e s p e c i a l l y  t h o s e  whose b u s i n e s s e s  a r e  more a c t i v e  i n  t h e  summer 
months ,  have  lower  i n v e n t o r i e s  a t  t h e  t i m e  of  t h e  a n n u a l  i n v e n t o r i e s  
t h a n  a t  any o t h e r  t i m e  of  t h e  y e a r .  An a v e r a g e  of t h e  two a n n u a l  
i n v e n t o r i e s  would be t o o  low. I t  would a p p e a r  t h e n ,  t h a t  t h e  u s e  of  
o n l y  two i n v e n t o r i e s  would n o t  p roduce  e q u a l i z e d  a s s e s s m e n t s  among 
m e r c h a n t s  on t h e  b a s i s  of t h e  a v e r a g e  amount i n v e s t e d .  

The u s e  of  an  a v e r a g e  of  t w e l v e  monthly  i n v e n t o r i e s  i s  t h e  
b e s t  method f rom t h e  p o i n t  of v iew of a s s e s s m e n t  r e s u l t s .  It more 
n e a r l y  r e f l e c t s  t h e  t r u e  a v e r a g e  of t h e  amount i n v e s t e d  d u r i n g  t h e  
y e a r .  However, it i s  a method which i s  more d i f f i c u l t  t o  use  because  
of t h e  d i f f i c u l t y  of  d e t e r m i n i n g  t h e  t w e l v e  i n v e n t o r i e s .  Some l a r g e  
merchan t s  t a k e  a p h y s i c a l  i n v e n t o r y  m o n t h l y ,  and t h e y  c a n  e a s i l y  



r e p o r t  them,  and  a r e  g l a d  t o  do s o ,  i f  it w i l l  r e s u l t  i n  a  lower  
a s s e s s m e n t .  Some o t h e r  m e r c h a n t s  m a i n t a i n  a p e r p e t u a l  i n v e n t o r y ,  
a d d i n g  t o  t h e  i n v e n t o r y  a c c o u n t  a l l  m e r c h a n d i s e  p u r c h a s e d ,  a s  
p u r c h a s e d ,  a n d  d e d u c t i n g  a l l  m e r ~ h a n d i s e  s o l d ,  a s  s o l d ,  a t  c o s t .  
They c a n  e a s i l y  r e p o r t  t h e  s t a t u s  o f  t h i s  p e r p e t u a l  i n v e n t o r y  a t  
t h e  end  o f  e a c h  month.  

I n  t h e  c a s e  of  m e r c h a n t s  who n e i t h e r  t a k e  month ly  i n v e n t o r i e s ,  
no r  m a i n t a i n  p e r p e t u a l  i n v e n t o r i e s ,  i t  i s  p o s s i b l e  t o  c a l c u l a t e  
mon th ly  i n v e n t o r i e s  i f  t h e  amount o f  mon th ly  p u r c h a s e s  and  s a l e s  i s  
known. The f o l l o w i n g  f o r m u l a  i s  u s e d .  F i r s t ,  a c o s t - o f - g o o d s - s o l d  
f a c t o r  i s  d e t e r m i n e d  a s  f o l l o w s :  .. 

B e g i n n i n g  I n v e n t o r y  

P l u s  P u r c h a s e s  d u r i n g  t h e  y e a r  


L e s s  C l o s i n g  I n v e n t o r y  70 ,000  

C o s t  o f  Goods S o l d  $180 ,000  

C o s t  o f  Goods S o l d  ($180 ,000)  d i v i d e d  by T o t a l  S a l e s  f o r  
Yea r  ( $ 2 4 0 , 0 0 0 )  e q u a l s  C o s t  o f  Goods S o l d  F a c t o r  (75%) .  

I n  o t h e r  w o r d s ,  o n  t h e  a v e r a g e ,  t h e  goods  which were  s o l d  c o s t  t h e  
m e r c h a n t  75% of  h i s  s e l l i n g  p r i c e .  

Nex t ,  t h e  c o s t  o f  m e r c h a n d i s e  p u r c h a s e d  d u r i n g  t h e  f i r s t  
month i s  added  t o  t h e  o p e n i n g  i n v e n t o r y .  S e v e n t y - f i v e  p e r  c e n t  o f  
t h e  s a l e s  p r i c e  o f  m e r c h a n d i s e  s o l d  d u r i n g  t h e  f i r s t  month ( t h e  
c o s t  o f  go'ods s o l d )  i s  d e d u c t e d .  The r e s u l t  i s  t h e  c a l c u l a t e d  
i n v e n t o r y  a t  t h e  end  o f  t h e  f i r s t  month.  

Opening I n v e n t o r y  

P l u s  P u r c h a s e s  d u r i n g  J a n u a r y  


L e s s  75% of  J a n u a r y  s a l e s  ( $ 1 0 , 0 0 0 )  7  5 0 0  
I n v e n t o r y  J a n u a r y  31 $57 ,500  

P l u s  P u r c h a s e s  d u r i n g  F e b r u a r y  1 2 , 0 0 0  
$ 6 9 , 5 0 0  

L e s s  75% o f  ~ e b r u a r y  s a l e s  ( $ 1 2 , 0 0 0 )  9  000  
I n v e n t o r y  F e b r u a r y  2 8  860,500 $60,500  

P l u s  P u r c h a s e s  d u r i n g  March 18 000
$78,500 

L e s s  75% of  March s a l e s  ( $ 3 0 , 0 0 0 )  2 2 , 5 0 0  
$ 5 6 , 0 0 0  $56 ,000  

a n d  s o  f o r t h  f o r  t h e  r e m a i n d e r  o f  t h e  y e a r .  

I n  some c a s e s ,  a v e r a g e s  may be b a s e d  o n  q u a r t e r l y  i n v e n t o r i e s ,  
i n s t e a d  o f  a n n u a l  o r  mon th ly  o n e s ,  i f  t h e  f o r m e r  a r e  a v a i l a b l e .  

The a s s e s s o r  o b v i o u s l y  c a n n o t  i n v e n t o r y  a l l  t h e  m e r c h a n d i s e  
i n  h i s  c o u n t y .  Nor c a n  h e  c a l c u l a t e  f o r  e a c h  merchan t  i n  h i s  
c o u n t y  a s e t  o f  mon th ly  i n v e n t o r i e s  a s  i l l u s t r a t e d  above  w i t h o u t  



a g r e a t l y  i n c r e a s e d  e x p e n d i t u r e  of  t i m e .  The volume of work i n v o l v e d  
i n  e i t h e r  c a s e  would be beyond t h e  c a p a c i t y  of  many a s s e s s o r s 1  o f f i -  
c e r s  i n  t h e  s t a t e .  T h e r e f o r e ,  t h e ' a s s e s s o r  i s  f o r c e d  t o  r e l y  upon 
wha teve r  i n f o r m a t i o n  he can  o b t a i n  from t h e  t a x p a y e r .  I n  some c a s e s  
t h e  i n f o r m a t i o n  o b t a i n a b l e  i s  i n  t h e  form of a r e p o r t  of  monthly 
i n v e n t o r i e s ,  e i t h e r  p h y s i c a l ,  p e r p e t u a l ,  o r  c a l c u l a t e d .  I n  o t h e r  
c a s e s ,  t h e  g r e a t  m a j o r i t y ,  it i s  i n  t h e  form of opening  and c l o s i n g  
i n v e n t o r i e s  o n l y .  

I n  v iew of  t h i s  s i t u a t i o n ,  i s  it e q u i t a b l e  f o r  some merchan t s  
t o  b 6  a s s e s s e d  on t h e  b a s i s  of  open ing  and c l o s i n g  i n v e n t o r i e s  o n l y ,  
and  f o r  o t h e r s  t o  be  a s s e s s e d  upon t h e  b a s i s  of  a l a r g e r  number of 
i n v e n t o r i e s ?  T a b l e  I i l l u s t r a t e s  t h e  d i f f e r e n c e  i n  i n d i v i d u a l  
merchand i se  a s s e s s m e n t s  when a s s e s s e d  on t h e  b a s i s  of  two i n v e n t o r i e s ,  
a s  compared w i t h  t w e l v e  i n v e n t o r i e s .  Each l i n e  of t h e  t a b l e  r e p r e -  
s e n t s  t h e  a c t u a l  a s s e s s m e n t  of  a  merchan t  i n  one of  t h e  l a r g e r  
c o u n t i e s .  The s t a t e m e n t s  o f  t h e s e  m e r c h a n t s  s u p p l i e d  n o t  o n l y  t h e  
open ing  and c l o s i n g  i n v e n t o r i e s ,  b u t  a l s o  a  twelve-month ave rage .  

The a s s e s s m e n t s  a c t u a l l y  made were a t  f i f t y  p e r  c e n t  o f  t h e  
a v e r a g e  o f  t w e l v e  i n v e n t o r i e s ,  column I1B."  Column " A u  shows what 
t h e  a s s e s s m e n t s  would have been a t  f i f t y  p e r  c e n t  of  t h e  a v e r a g e  of 
two i n v e n t o r i e s ,  and Column "DM shows t h e  p e r c e n t a g e  t h a t  such  
a s s e s s m e n t s  would be of t h e  a s s e s s m e n t s  a c t u a l l y  made. Note t h a t  
t h e  p e r c e n t a g e  would v a r y  from 55.9% t o  179.6% i n  i n d i v i d u a l  c a s e s ,  
and  t h a t  t h e  t o t a l  a s s e s s m e n t  of  a l l  t h e s e  merchan t s  by t h e  one 
method would be 99.3% o f  t h e  t o t a l  a s s e s s m e n t s  by t h e  o t h e r  method. 
T h i s  l a t t e r  i s  a minor  v a r i a t i o n ,  b u t  t h e  v a r i a t i o n s  i n  i n d i v i d u a l  
a s s e s s m e n t s  would be  q u i t e  s i g n i f i c a n t .  

Column l1Cl1 shows what  t h e  a s s e s s m e n t s  would have been  a t  s i x t y -  
f i v e  p e r  c e n t  o f  t h e  a v e r a g e  of  two i n v e n t o r i e s ,  and column 
shows t h e  p e r c e n t a g e  t h a t  s u c h  a s s e s s m e n t s  would be  of  t h e  a s s e s s -
ments  a c t u a l l y  made. Note t h a t  t h e  p e r c e n t a g e  would v a r y  from 70.6% 
t o  233.5% i n  i n d i v i d u a l  c a s e s .  The t o t a l  v a l u a t i o n  would be  129.1% 
of  t h e  v a l u a t i o n  by t h e  method i n  use .  T h i s  i s  a s i g n i f i c a n t  
v a r i a t i o n .  The p o l i c y  of  a s s e s s i n g  a t  s i x t y - f i v e  p e r  c e n t  of  t h e  
a v e r a g e  of  two i n v e n t o r i e s  i s  a c t u a l l y  used  i n  t h i s  coun ty  when no 
more t h a n  two i n v e n t o r i e s  a r e  s u b m i t t e d .  T h e r e f o r e ,  t h e  l a t t e r  
p e r c e n t a g e  r e l a t i o n s h i p s  a r e  t h e  o n e s  t h a t  would be a p p l i c a b l e .  

T h i r t y - e i g h t  c o u n t i e s  a s s e s s  on  t h e  b a s i s  of t h e  a v e r a g e  
of  a s  many i n v e n t o r i e s  a s  a r e  s u b m i t t e d ,  f o u r t e e n  o f  them a s s e s s i n g  
a t  50% i n  a l l  c a s e s ,  t w e n t y - f o u r  of  them a s s e s s i n g  a t  50% i f  more 
t h a n  two i n v e n t o r i e s  a r e  s u b m i t t e d ,  a t  65% o r  more,  up t o  lo%, i f  
o n l y  two a r e  s u b m i t t e d .  Twenty- f ive  of  them u s e  o n l y  t h e  open ing  
and  c l o s i n g  i n v e n t o r i e s ,  a s s e s s i n g  a t  50% of  t h e  a v e r a g e  of  t h e  two. 

The b i g g e s t  problem i n v o l v e d  i n  making a s s e s s m e n t s  based  on 
a v e r a g e  i n v e n t o r i e s  i s  i n  o b t a i n i n g  t h e  n e c e s s a r y  i n f o r m a t i o n .  A t  
p r e s e n t ,  a s  s t a t e d  above ,  t h e  a s s e s s m e n t s  v a r y  c o n s i d e r a b l y  from 
c o u n t y  t o  coun ty  a c c o r d i n g  t o  how s u c c e s s f u l  t h e  a s s e s s o r  i s  i n  
o b t a i n i n g  t h e  i n f o r m a t i o n .  I n  a l l  c o u n t i e s  a l a r g e  p a r t  of  t h e  
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a s s e s s m e n t s  a r e  b a s e d  on a s i m p l e  a v e r a g e  of two i n v e n t o r i e s .  A s  
h a s  been  d e m o n s t r a t e d ,  t h i s  does  n o t  p r o v i d e  a t r u e  a v e r a g e  of  t h e  
amount of  money i n v e s t e d .  Some c o u n t i e s  a t t e m p t  t o  a s s e s s  on t h e  
b a s i s  of t h e  b e s t  i n f o r m a t i o n  a v a i l a b l e ,  making d i f f e r e n t  a s s e s s -
ments  i n  d i f f e r e n t  ways i n  o r d e r  t o  make use  of  what  i s  a v a i l a b l e .  
The r e s u l t  i s  i n e q u i t a b l e  t r e a t m e n t  o f  t h e  merchan t s  w i t h i n  t h e  
c o u n t y .  

O t h e r  c o u n t i e s  a d h e r e  t o  t h e  use  of  t h e  s i m p l e  a v e r a g e  of  
two i n v e n t o r i e s ,  which i s  t h e  o n l y  i n f o r m a t i o n  which i s  a v a i l a b l e  
f o r  ill i n v e n t o r i e s .  I n  d o i n g  s o ,  t h e y  a r e  t r e a t i n g  t h e  t a x p a y e r s  
e q u a l l y ,  b u t  t h e y  a r e  c e r t a i n l y  n o t  o b t a i n i n g  t h e  t r u e  a v e r a g e  of  
money i n v e s t e d .  

Why d o e s  s u c h  a problem e x i s t ' ?  Most m e r c h a n t s  t a k e  i n v e n t o r y  
o n l y  once  a y e a r .  They c a n n o t  a f f o r d  t h e  expense  of more f r e q u e n t  
i n v e n t o r y - t a k i n g .  T h e r e f o r e ,  t h e  number o f  m e r c h a n t s  who c a n  submi t  
t o  t h e  a s s e s s o r  more a c t u a l  i n v e n t o r i e s  t h a n  t h e  open ing  and  c l o s i n g  
o n e s  i s  v e r y  s m a l l .  The c a l c u l a t i o n  o f  month ly  i n v e n t o r i e s  i s  n o t  
a common p r a c t i c e  among m e r c h a n t s .  I n  o r d e r  t o  c a l c u l a t e  them, i n  
a d d i t i o n  t o  open ing  and c l o s i n g  i n v e n t o r i e s ,  t h e  amounts  o f  monthly 
p u r c h a s e s  and  s a l e s  a r e  needed .  Many s m a l l  m e r c h a n t s  do n o t  keep 
r e c o r d s  o f  p u r c h a s e s  and  s a l e s  i n  s u c h  a form t h a t  t h e y  a r e  a b l e  t o  
r e p o r t  them t o  t h e  a s s e s s o r .  T h e r e f o r e ,  a l l  t h a t  i s  r e p o r t e d  i s  t h e  
two i n v e n t o r i e s .  

Ano the r  problem c o n f r o n t i n g  t h e  a s s e s s o r s  i n  t h e  a s s e s s m e n t  
o f  m e r c h a n d i s e  i s  t h a t  of  a s s e s s i n g  what  a r e  commonly r e f e r r e d  t o  
a s  c h a i n  s t o r e s .  I n d i v i d u a l s ,  companies  o r  c o r p o r a t i o n s  may own more 
t h a n  one s t o r e ,  and  t h e s e  s t o r e s  may be  i n  d i f f e r e n t  c o u n t i e s .  . Some 
c h a i n s  may' be f o u n d  i n  n e a r l y  e v e r y  c o u n t y .  The owners  of  t h e s e  
c h a i n s  make a  s e p a r a t e  r e t u r n  o f  t h e  m e r c h a n d i s e  k e p t  i n  each  coun ty  
t o  t h e  a s s e s s o r  of  t h a t  c o u n t y .  I n  p r e p a r i n g  income t a x  r e t u r n s ,  on 
t h e  o t h e r  hand ,  t h e  o p e r a t i o n s  of  a l l  s t o r e s  a r e  c o n s o l i d a t e d  i n t o  
one  r e t u r n .  T h e r e f o r e ,  when a n  a s s e s s o r  a t t e m p t s  t o  v e r i f y  t h e  
i n v e n t o r i e s  r e t u r n e d  t o  him f o r  p r o p e r t y  t a x  p u r p o s e s  w i t h  t h e  income 
t a x  r e t u r n ,  he f i n d s  t h a t  t h e  i n v e n t o r y  shown on t h e  l a t t e r  r e p r e -  
s e n t s  t h e  t o t a l  o f  a l l  t h e  m e r c h a n d i s e  owned by t h e  c h a i n  i n  Co lo rado .  
The re  i s  no way f o r  him t o  d e t e r m i n e  what  p a r t  of it i s  i n  h i s  
c o u n t y .  T h e r e f o r e ,  he  f e e l s  t h a t  t h e  r e t u r n  made t o  him may n o t  
i n c l u d e  a  t r u e  s t a t e m e n t  of t h e  m e r c h a n d i s e  p r e s e n t  i n  h i s  c o u n t y .  

The re  seems t o  be much d i s s a t i s f a c t i o n  among 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  p r e s e n t  b a s i s  0.f a s s e s s i n g  merchand i se .  
T h i s  d i s s a t i s f a c t i o n  u s u a l l y  t a k e s  two f o r m s :  1) a d i s s a t i s f a c t i o n  
w i t h  t h e  use  of f i f t y  p e r  c e n t  o r  more of  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  of  a s s e s s m e n t ,  when o t h e r  p r o p e r t  may be a s s e s s e d  a t  
a much lower  p e r c e n t a g e  of  m a r k e t  v a l u e ;  and  2r 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  of a s s e s s m e n t  a s  be tween m e r c h a n t s .  

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



t h e  w h o l e s a l e  c o s t  of  t h e  merchandise .  When comparing t h i s  p e r -  
c e n t a g e  w i t h  a s a l e s  r a t i o  on some form of  r e a l  e s t a t e ,  which may 
be t h i r t y  p e r  c e n t ,  a f a i r  comparison i s  n o t  p o s s i b l e .  The t h i r t y  
p e r  c e n t  i s  based  upon a g r o s s  r e t a i l  s a l e s  p r i c e  of r e a l  e s t a t e ,  
w h i l e  t h e  f i f t y  p e r  c e n t  f i g u r e  i s  based  upon t h e  w h o l e s a l e  c o s t  
of  merchand i se .  P robab ly  a t  l e a s t  t e n  p e r  c e n t  s h o u l d  be deduc ted  
from t h e  s a l e s  p r i c e  of r e a l  e s t a t e  b e f o r e  d e t e r m i n i n g  a r a t i o  f o r  
such  compar ison .  T h i s  f a c t o r  of t e n  p e r  c e n t  would be i n  r e c o g n i t i o n  
of  b r o k e r ' s  commissions and o t h e r  c o s t s  of making a s a l e .  However, 
such  a  t e n  p e r  c e n t  d e d u c t i o n  from a  s a l e s  p r i c e  p roduc ing  a t h i r t y  
p e r  c e n t  r a t i o  would o n l y  i n c r e a s e  t h e  r a t i o  t o  33.3%, which i s  
s t i l l  low i n  r e l a t i o n  t o  t h e  f i f t y  p e r  c e n t  used  on t h e  w h o l e s a l e  
c o s t  of merchandise .  

While it would seem, by t h i s  compar i son ,  t h a t  f i f t y  p e r  
c e n t  i s  e x c e s s i v e ,  a n o t h e r  approach p r o v i d e s  a d i f f e r e n t  answer.  
P r e s e n t  a s s e s s m e n t s  of  a l l  c l a s s e s  of  p r o p e r t y  a r e  supposed ly  made 
a t  t h e  1941 l e v e l  of p r i c e s .  The p r o c e d u r e  t h a t  i s  fo l lowed  i n  
a p p r a i s i n g  r e s i d e n c e s ,  f o r  i n s t a n c e ,  i s  based  on 1941 b u i l d i n g  
c o s t s ,  F i f t y  p e r  c e n t  of  t h e  p r e s e n t  c o s t  o f  merchandise  i s  com-
p a r a b l e  t o  t h e  1941 c o s t  of merchand i se ,  

The second o b j e c t i o n  i s  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  
of a s s e s s m e n t  i s  n o t  an  e q u i t a b l e  b a s i s  of a s s e s s m e n t  a s  between 
merchan t s .  T h i s  method does  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  
volume o f  b u s i n e s s  done 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 s s  o r  n e t  
p r o f i t  on b u s i n e s s  done ,  o r  t h e  amount of  ove rhead  e x p e n s e s ,  Yet 
b u s i n e s s  hav ing  t h e  same amount of a v e r a g e  i n v e n t o r y  may va ry  w i t h  
r e f e r e n c e  t o  t h e s e  o t h e r  f a c t o r s ,  

The' d i s s a t i s f a c t i o n ,  t h e n ,  stems from t h e  knowledge t h a t  
a s s e s s m e n t s  of  t h e  i n v e n t o r y  o f  s e v e r a l  f i r m s  do n o t  v a r y  i n  
amount i n  p r o p o r t i o n  t o  t h e  a b i l i t y  of  t h e  f i r m s  t o  pay t a x e s  a s  
d e t e r m i n e d  by t h e  p r o f i t  r e a l i z e d ,  I n  t h i s  c o n n e c t i o n  it s h o u l d  
be emphasized t h a t  t h e  p r o  e r t y  t a x  i s  n o t  based  on t h e  a b i l i t y  t o  
pay. There  i s  no way i n  wR i c h  a s s e s s m e n t s  on merchandise  can  be 

t o  match t h e  r o f i t  d e r i v e d  from t h e  merchand i se ,  The 
o n l y  s o l u t i o n  t o  t h e  p ro  E lem w i t h i n  a p r o p e r t y  t a x  framework, i s  t o  
endeavor  t o  a c h i e v e  more n e a r l y  c o r r e c t  a s s e s s m e n t s  upon t h e  b a s i s  
o f  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 y .  

L i v e s t o c k ,  The p o l i c y  of t h e  t a x  commission w i t h  r e f e r e n c e  
t o  t h e  d e t e r m i n a t i o n  o f  t h e  v a l u a t i o n  o f  a l l  c l a s s e s  o f  l i v e s t o c k  
i s  a l s o  promulgated  i n  C i r c u l a r  No, 1 ,  For  t h e  aesessment  of 
l i v e s t o c k ,  t h e  c i r c u l a r  c o n t a i n s  recommendations o f  minimum a v e r a g e  
a s s e s s e d  v a l u a t i o n s  p e r  head f o r  v a r i o u s  c l a s s e s  of  l i v e s t o c k ,  
These recommended v a l u a t i o n s  a r e  n o t  minimum v a l u a t i o n s ,  I f  t h e y  
were ,  no a s s e s s m e n t  o f  l i v e s t o c k  would be made lower t h a n  t h e  
recommended v a l u a t i o n s .  I n s t e a d ,  t h e y  a r e  minimum a v e r a q e  v a l u -  
a t i o n s  I t  i s  i n t e n d e d  t h a t  i n  e a c h  c o u n t y ,  t h e  a v e r a  e  v a l u a t i o n  
m  d  f o r  a l l  l i v e s t o c k  of  a p a r t i c u l a r  c l a e s i f i c a t  f on.  euch 
a s  r e g i s t e r e d  h e r d  b u l l s ,  s h o u l d ' n o t  f a l l  below t h e  recommended 
a v e r a g e ,  However, many i n d i v i d u a l  a seessmente  may be lower ,  and 



many h i g h e r ,  so  long a s  t h e  a v e r a g e  i s  n o t  below t h e  recommended 
ave rage .  With t h i s  l i m i t a t i o n ,  t h e  county  a s s e s s o r s  a r e  e x p e c t e d  
t o  a s s e s s  each  h e r d  of c a t t l e  o r  bahd of s h e e p  a c c o r d i n g  t o  i t s  
t r u e  v a l u e .  Presumably some s h o u l d  be a s s e s s e d  c o n s i d e r a b l y  h i g h e r  
t h a n  o t h e r s .  

The weakness of t h i s  s o r t  of  recommendation i s  t h e  l i k e l i h o o d  
t h a t  county  a s s e s s o r s  w i l l  t e n d  t o  t a k e  t h e  recommended minimum 
a v e r a g e  v a l u a t i o n  a s  a s t a n d a r d  v a l u a t i o n  p e r  head t o  be used i n  
a l l  o r  most a s s e s s m e n t s .  When t h i s  i s  done ,  a c t u a l  v a r i a t i o n s  i n  
v a l u e - a r e  n o t  r e c o g n i z e d .  True e q u a l i z a t i o n  i s  s a c r i f i c e d ,  and i n  
i t s  p l a c e  t h e r e  i s  a f a l s e  e q u a l i z a t i o n  i n  which a l l  l i v e s t o c k  of 
a p a r t i c u l a r  c l a s s  a r e  a s s e s s e d  a t  e x a c t l y  t h e  same v a l u a t i o n .  
T h i s  i s  e x a c t l y  what  h a s  happened. 

I n  g e n e r a l ,  t h e  a s s e s s o r s  a r e  a s s e s s i n g  t h e  m a j o r i t y  of l i v e -
s t o c k  un i fo rmly  a t  t h e  recommended rninimum a v e r a g e  v a l u a t i o n s  w i t h  
l i t t l e  v a r i a t i o n  t h e r e f r o m .  T h i s  r e p r e s e n t s  a commendable compl iance  
w i t h  a p r e s c r i b e d  p o l i c y .  However, such  compl iance  i s  of a  mechan ica l  
n a t u r e ,  and it  i s  e v i d e n t  t h a t  a s s e s s o r s ,  i n  g e n e r a l ,  a r e  g i v i n g  
i n s u f f i c i e n t  a t t e n t i o n  t o  t h e  a c t u a l  v a r i a t i o n s  i n  v a l u e  of h e r d s  
because  of v a r y i n g  q u a l i t y  of l i v e s t o c k .  I t  i s  n o t  l i k e l y  t h a t  
l i v e s t o c k  a r e  a s  uni form i n  v a l u e  from coun ty  t o  county  a s  t h e  
a s s e s s m e n t  s t a t i s t i c s  would i n d i c a t e .  

Another  f a c t o r  i n f l u e n c i n g  t h e  v a l u e  of  l i v e s t o c k ,  i n  a d d i -  
t i o n  t o  i t s  q u a l i t y ,  i s  t h e  d i s t a n c e  t o  m a r k e t .  The c o s t  of  marke t ing  
l i v e s t o c k  from d i f f e r e n t  p a r t s  of  t h e  s t a t e  v a r i e s  c o n s i d e r a b l y  
a c c o r d i n g  t o  d i s t a n c e ,  and t h e  f r e i g h t - r a t e  s t r u c t u r e  which a p p l i e s .  
T h i s  v a r i a t i o n  i n  m a r k e t i n g  c o s t  i n f l u e n c e s  t h e  v a l u e  of t h e  l i v e -  
s t o c k  i t s e ' l f ,  and  i n  t u r n ,  s h o u l d  i n f l u e n c e  t h e  l e v e l  of  a s s e s s e d  
v a l u a t i o n .  Under p r e s e n t  a s s e s s m e n t  p r a c t i c e ,  t h i s  f a c t o r  i s  g i v e n  
no c o n s i d e r a t i o n .  

S t i l l  a n o t h e r  f a c t o r  a f f e c t i n g  t h e  a s s e s s m e n t  of l i v e s t o c k  i s  
t h e  f a c t  t h a t  such  a s s e s s m e n t  i s  a n  i n t e r - c o u n t y  problem. L i v e s t o c k ,  
b e i n g  v e r y  m o b i l e  i n  n a t u r e ,  and  r e q u i r i n g  d i f f e r e n t  p a s t u r e s  f o r  
each  s e a s o n  of  t h e  y e a r ,  i s  moved d u r i n g  t h e  y e a r  from one county  
t o  a n o t h e r .  By s t a t u t o r y  p r o v i s i o n ,  when such  movement o c c u r s ,  each  
coun ty  a s s e s s e s  a  p a r t  of  each  h e r d  s o  moved a c c o r d i n g  t o  t h e  l e n g t h  
o f  t ime  t h a t  it i s  w i t h i n  t h e  coun ty .  E q u a l i z a t i o n  r e q u i r e s  t h a t  a 
g i v e n  h e r d  be a s s e s s e d  a t  t h e  same v a l u a t i o n  p e r  h e r d  i n  each  county  
where in  it spends  any t i m e  d u r i n g  t h e  y e a r .  For  p r a c t i c a l  p u r p o s e s ,  
t h e  county  a s s e s s o r s  have found  t h a t  t h e  b e s t  way t o  a c h i e v e  t h i s  
e q u a l i t y  i s  t o  a s s e s s  a t  a  uni form v a l u a t i o n  p e r  h e r d .  T h i s  i s  
p r o b a b l y  t h e  most  i m p o r t a n t  c a u s e  of  t h e  u n i f o r m i t y  of  a s s e s s e d  
v a l u a t i o n  r e f e r r e d  t o  b e f o r e .  

I t  i s  a l s o  i m p o r t a n t  whe the r  a l l  l i v e s t o c k  a r e  a c t u a l l y  a s s e s s -
ed .  An e q u i t a b l e  r a t e  of  v a l u a t i o n  p e r  head  may be used  i n  such  a  
manner a s  t o  p r o p e r l y  r e f l e c t  t h e  t r u e  v a l u e  of  e a c h  i n d i v i d u a l  head 
o f  l i v e s t o c k  which i s  a s s e s s e d .  Y e t ,  i f  some of  t h e  l i v e s t o c k  i n  t h e  
s t a t e  e s c a p e s  a s s e s s m e n t ,  l i v e s t o c k  a s  a c l a s s  w i l l  be u n d e r - a s s e s s e d  



i n  r e l a t i o n  t o  o t h e r  c l a s s e s .  I n  g e n e r a l ,  i n v e s t i g a t i o n  shows t h a t  
c o u n t y  a s s e s s o r s  a s  a g r o u p  a r e  c o n s c i e n t i o u s  i n  t h e i r  e f f o r t s  t o  
a s s e s s  a l l  l i v e s t o c k  w i t h i n  t h e i r  j u r i s d i c t i o n .  Y e t ,  t o  do s o  i s  
v e r y  d i f f i c u l t .  Due t o  t h e  m o b i l i t y  o f  l i v e s t o c k ,  a c o m p l e t e  
d e t e r m i n a t i o n  o f  t h e  number o f  l i v e s t o c k  p r e s e n t  i n  a c o u n t y  o n  t h e  
a s s e s s m e n t  d a t e  o r  which  a r e  moved i n t o  a c o u n t y  d u r i n g  t h e  y e a r  
i s  i m p o s s i b l e .  T h a t  i s ,  a n  a s s e s s o r  c a n n o t  be  s u r e  t h a t  he  h a s  a 
c o m p l e t e  a s s e s s m e n t  w i t h o u t  more man power t h a n  i s  a v a i l a b l e  t o  him. 
The o n l y  way t h i s  c o u l d  b e  done w i t h  c e r t a i n t y  would be  by a n  a c t u a l  
i n v e n t o r y  o f  t h e  l i v e s t o c k .  T h e r e  a r e  no s t a t i s t i c s  a v a i l a b l e  f rom 
any  s o u r c e  wh ich  c a n  b e  u s e d  a s  a s a t i s f a c t o r y  g u i d e  a s  t o  t h e  
number o f  l i v e s t o c k  t h a t  s h o u l d  be  a s s e s s e d  i n  any  c o u n t y .  

P e r s o n a l  P r o p e r t y  O t h e r  Than L i v e s t o c k  and  M e r c h a n d i s e ,  P e r -
s o n a l  p r o p e r t y  o t h e r  t h a n  l i v e s t o c k  and  m e r c h a n d i s e  i s  v e r y  
m i s c e l l a n e o u s  i n  n a t u r e .  However,  mos t  o f  s u c h  p r o p e r t y  h a s  c e r t a i n  
common c h a r a c t e r i s t i c s  wh ich  make i t  p o s s i b l e  t o  u s e  a  common method 
o f  a p p r a i s a l .  I t  c o n s i s t s  o f  v a r i o u s  k i n d s  o f  f u r n i t u r e ,  f i x t u r e s ,  
m a c h i n e r y  and  e q u i p m e n t .  T h e s e  t y p e s  o f  p r o p e r t y  d e r i v e  v a l u e  f rom 
u t i l i t y  and  t h e i r  v a l u e  c a n  be  m e a s u r e d  by a c o m b i n a t i o n  of  o r i g i n a l  
c o s t ,  a l l o w a n c e  f o r  p r i c e  i n f l a t i o n  o r  d e f l a t i o n ,  a n d  d e p r e c i a t i o n  
a n d  o b s o l e s c e n c e ,  

I n  g e n e r a l ,  t h r e e  me thods  o f  a s s e s s i n g  f u r n i t u r e ,  f i x t u r e s ,  
m a c h i n e r y  and  e q u i p m e n t  a r e  a p p r o v e d  b  t h e  t a x  commiss ion  and  a r e  
i n  u s e  by t h e  a s s e s s o r s .  They a r e :  1j c o n v e r s i o n  of  o r i g i n a l  c o s t  
t o  t h e  1 9 4 1  l e v e l  o f  c o s t  and  a l l o w a n c e  o f  a n n u a l  d e ~ r e c i a t i o n ;  
2 )  f o r t y  p e r  c e n t  o f  o r i g i n a l  c o s t ;  and  3 )  e i g h t y  p e r  c e n t  o f  book 
v a l u e .  Only t h e  f i r s t  o f  t h e s e  p r o d u c e s  e q u a l i z e d  a s s e s s m e n t s  
w i t h i n  t h e  c l a s s  o f  p r o p e r t y .  However, t h i s  one  i s  n o t  w i d e l y  .used 
b e c a u s e  o f ' i t s  d i f f i c u l t y  o f  a d m i n i s t r a t i o n .  I t  r e q u i r e s  t h a t  more 
d e t a i l e d  i n f o r m a t i o n  be  o b t a i n e d ,  and  it r e q u i r e s  much more compu-
t a t i o n  t h a n  t h e  o t h e r  two me thods .  The u s e  o f  a l l  t h r e e  methods  and 
some v a r i a t i o n s  o f  e a c h  h a s  t h e  a d d e d  d i s a d v a n t a g e  t h a t  t h e r e  i s  n o t  
e v e n  u n i f o r m i t y  o f  t r e a t m e n t  o f  i n d i v i d u a l  t a x p a y e r s .  From t h e  t a x -
p a y e r ' s  p o i n t  o f  v i e w ,  howeve r ,  i n  t h o s e  c o u n t i e s  where  a l l  t h r e e  
me thods  a r e  u s e d ,  t h e  t a x p a y e r  h a s  t h e  p r i v i l e g e  o f  c h o o s i n g  t h e  
method he  p r e f e r s  w i t h  t h e  p r o v i s i o n  t h a t  o n c e  h a v i n g  s e l e c t e d  t h e  
method he i s  n o t  p e r m i t t e d  t o  c h a n g e  i t ,  

No s i n g l e  c o s t  c o n v e r s i o n  t a b l e  when a p p l i e d  u n i f o r m l y  t o  a l l  
t y p e s  o f  p e r s o n a l  p r o p e r t y  w i l l  p r o d u c e  t h e  d e s i r e d  r e s u l t  of a c t u a l l y  
c o n v e r t i n g  t o  t h e  t r u e  l e v e l  o f  c o s t  i n  a y e a r  d i f f e r e n t  t h a n  t h e  y e a r  
o f  p u r c h a s e .  The r a t e  o f  i n f l a t i o n  h a s  v a r i e d  f o r  d i f f e r e n t  t y p e s  
o f  e q u i p m e n t .  Some e q u i p m e n t  may h a v e  o n l y  d o u b l e d  i n  c o s t ;  o t h e r  
t y p e s  may h a v e  t r i p l e d .  Two c o s t  c o n v e r s i o n  t a b l e s  a r e  i n  common 
u s e  -- one  f o r  f u r n i t u r e  and  f i x t u r e s ,  m a c h i n e r y  and  e q u i p m e n t  s u c h  
a s  i s  u s u a l l y  f o u n d  i n  o f f i c e ,  m e r c a n t , i l . e ,  s e r v i c e  and  l i g h t  i n d u s t r i a l  
e s t a b l i s h m e n t s  and  o n e  f o r  heavy  i n d u s t r i a l  m a c h i n e r y  a n d  e q u i p m e n t ,  
u s u a l l y  a p p r a i s e d  by t h e  t a x  commiss ion  i n d u s t r i a l  e n g i n e e r ,  A c t u a l l y ,  
f o r  t h e  a c h i e v e m e n t  o f  b e t t e r  e q u a l i z a t i o n  t h e r e  s h o u l d  b e  a g r e a t e r  
number of c o n v e r s i o n  t a b l e s  d e v e l o p e d  a n d  used  f o r  d i f f e r e n t  c a t e g o r i e s  
o f  p e r s o n a l  p r o p e r t y .  



No un i fo rm p r a c t i c e  of a l l o w i n g  f o r  d e p r e c i a t i o n  can  t r u l y  
r e f l e c t  t h e  a c t u a l  l o s s  o f  v a l u e  which h a s  o c c u r r e d  w i t h  r e f e r e n c e  
t o  any p a r t i c u l a r  equipment .  A c e r t a i n  t y p e  of equipment ,  which 
h a s  a  normal e s t i m a t e d  l i f e  of t e n  y p a r s ,  may be worn o u t  and 
d i s c a r d e d  w i t h i n  f i v e  y e a r s  by one t a x p a y e r ,  and be used p r o f i t a b l y  
f o r  twen ty  y e a r s  by a n o t h e r .  F u r t h e r m o r e ,  machinery and equipment  
may be s u b j e c t  t o  o b s o l e s c e n c e .  The development  of improved models 
may c a u s e  a l o s s  of v a l u e  i n  o l d e r  models which c a n n o t  be accoun ted  
f o r  by age  o r  p h y s i c a l  c o n d i t i o n  a l o n e .  T h e r e f o r e ,  a n  a s s e s s o r  must  
temper t h e  u s e  of a m e c h a n i c a l  method of  a p p r a i s a l  w i t h  judgment and 
r e c o g n i t i o n  of n o n - t y p i c a l  c o n d i t i o n s ,  and a d j u s t  a s s e s s m e n t s  
a c c o r d i n g l y .  A s  a r e s u l t  o f  t h i s  need ,  t h e  problem o f  e q u a l i z a t i o n  
i s  f u r t h e r  c o m p l i c a t e d  by t h e  f a c t  t h a t  poor  judgment o r  l a c k  of  
t i m e  o r  i n c l i n a t i o n  t o  c o n s i d e r  n o n - t y p i c a l  c o n d i t i o n s  may r e s u l t  
i n  one of two t h i n g s .  E i t h e r  u n j u s t i f i a b l e  a d j u s t m e n t s  may be  
made i n  a s s e s s m e n t s ,  o r  a d j u s t m e n t s  which a r e  j u s t i f i e d  a r e  n o t  
made. 

C i r c u l a r  No. 1 of  t h e  t a x  commission c o n t a i n s  s p e c i f i c  recom- 
menda t ions  f o r  t h e  a s s e s s m e n t  of  p a r t i c u l a r  t y p e s  of p e r s o n a l  p r o p e r t y .  
These recommendat ions a r e  a hodge-podge of  d i f f e r e n t  methods ,  some 
of  which conform t o  one of  t h e  t h r e e  g e n e r a l  methods r e f e r r e d  t o  a s  
hav ing  been  approved ,  and some of  which a r e  d e v i a t i o n s  from one of  
t h e  t h r e e .  Many of  them r e p r e s e n t  a  p e r c e n t a g e  o f  o r i g i n a l  c o s t ,  
some r e p r e s e n t  a v a r i a t i o n  of  t h e  l i f e  s c h e d u l e  method,  some r e p r e -
s e n t  a c o n v e r s i o n  t o  t h e  1941  c o s t  l e v e l ,  and some r e p r e s e n t  a 
c o m b i n a t i o n  of  two o r  more methods.  

A t  p r e s e n t ,  t h e  p r e f e r r e d  method a s  recommended by t h e  t a x  
commission f o r . m o s t  p e r s o n a l  p r o p e r t y ,  and a s  used  by t h e  a s s e s s o r s ,  
i s  40% of  c o s t  w i t h o u t  c o n v e r s i o n  t o  any s t a n d a r d  l e v e l  of c o s t ,  and 
w i t h o u t  a n n u a l  d e p r e c i a t i o n .  

Subcommittee H e a r i n q s  

H e a r i n g s  were h e l d  i n  Pueb lo ,  Co lo rado  S p r i n g s ,  and  Denver i n  
November, 1959.  The p u r p o s e  of  t h e s e  m e e t i n g s  was t o  h e a r  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 ,  Chambers of Commerce, and a s s e s s o r s  
on t h e  s u b j e c t  o f  t h e  p r o p e r t y  t a x  on b u s i n e s s  and i n d u s t r i a l  
p e r s o n a l  p r o p e r t y .  About 7 5  t o  85 p e r s o n s  a t t e n d e d  e a c h  of t h e  
t h r e e  h e a r i n g s .  

The t e s t i m o n y  a t  t h e s e  h e a r i n g s  c e n t e r e d  a round  f i v e  p o i n t s :  
1 )  t h e  p e r s o n a l  p r o p e r t y  t a x  ( p a r t i c u l a r l y  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 ,  b o t h  i n  t h e  n a t u r e  of  t h e  t a x  and i n  i t s  a d m i n i s t r a -
t i o n ;  2 )  t h e  C o l o r a d o  t a x  c l i m a t e  ( p a r t i c u l a r l y  t h e  i n v e n t o r y  t a x )  
i s  u n f a v o r a b l e  t o  t h e  development  of  i n d u s t r y  i n  t h e  s t a t e ;  3 )  e i t h e r  
immediate  o r  g r a d u a l  e l i m i n a t i o n  o f  t h e  t a x  on i n v e n t o r i e s  i s  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  be  found:  4 )  assuming t h a t  
t h e  p e r s o n a l  p r o p e r t y  t a x  c a n n o t  be e l i m i n a t e d  immedia te ly ,  s t e p s  
shou ld  be 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  which e x i s t ;  and 5 )  p o s s i b l e  
r e p l a c e m e n t  t a x e s  i n c l u d e  t h e  n e t  income t a x ,  s a l e s  t a x ,  o r  g r o s s  
t r a n s a c t i o n s  t a x .  



I n e q u i t i e s  

There  was g e n e r a l  agreement  t h a t  t h e  p e r s o n a l  p r o p e r t y  t a x  i s  
i n e q u i t a b l e .  O b j e c t i o n s  were r a i s e d  r e g a r d i n g  t h e  u n f a i r n e s s  of a 
t a x  on i n v e n t o r i e s  which d o e s  n o t  t a k e  i n t o  a c c o u n t  such f a c t o r s  a s  
t u r n o v e r ,  c o n t r o l l a b i l i t y  of  i n v e n t o r y ,  and t h e  g e n e r a l  n a t u r e  of 
t h e  b u s i n e s s .  

I n  a d d i t i o n  t o  c o m p l a i n t s  a b o u t  t h e  r a t i o n a l e  of t h e  t a x ,  
t h e r e  w e r e ' o b j e c t i o n s  t o  a d m i n i s t r a t i v e  i n e q u i t i e s .  The a d m i n i s t r a -  
t i v e  r u l i n g  recommending t h e  t a x a t i o n  of  i n v e n t o r i e s  a t  50% of c o s t  
was h e a v i l y  c r i t i c i z e d  a s  t o o  h i g h  i n  r e l a t i o n  t o  t h e  a v e r a g e  s a l e s  
r a t i o  of 27-28s on r e a l  p r o p e r t y .  Some p e r s o n s  a l s o  o b j e c t e d  t o  t h e  
p r a c t i c e  of  a s s e s s i n g  a t  65%where t h e  a v e r a g e  i n v e n t o r y  f i g u r e  i s  
based on fewer  t h a n  f o u r  monthly i n v e n t o r i e s .  A f . u r t h e r  c r i t i c i s m  
of  a d m i n i s t r a t i v e  i n e q u i t i e s  was t h a t  a s sessment  p r a c t i c e s  v a r y  
w i d e l y  from coun ty  t o  coun ty  and s h o u l d  be made uni form.  

I n d u s t r i a l  Development 

P e r s o n s  t e s t i f y i n g  a t  t h e  h e a r i n g s ' s e e m e d  t o  a g r e e  t h a t  t h e  
t a x  c l i m a t e  of  a s t a t e  i s  a major  f a c t o r  i n f l u e n c i n g  i n d u s t r y  l o c a -  
t i o n .  Numerous i n s t a n c e s  were c i t e d  i n  which t h e  Colorado  t a x  
s t r u c t u r e  may have d i s c o u r a g e d  t h e  l o c a t i o n  of  new i n d u s t r i e s  i n  
Co lorado  o r  r e s u l t e d  i n  t h e  removal  o f  Co lo rado  i n d u s t r i e s  t o  o t h e r  
s t a t e s .  

The p e r s o n a l  p r o p e r t y  t a x  was mentioned a s  one of  t h e  t a x e s  
which t e n d  t o  d i s c o u r a g e  i n d u s t r i a l  development  i n  Colorado.  I t  was 
c la imed  t h a t  t h i s  t a x  i s  more burdensome and more a g g r e s s i v e l y  en- 
f o r c e d  i n  Colorado  t h a n  i n  competing s t a t e s .  P e r s o n s  concerned w i t h  
i n d u s t r i a l  development  s u g g e s t e d  t h e  r e d u c t i o n  o r  e l i m i n a t i o n  of  t h i s  
t a x  a s  a  means of  p r o v i d i n g  more i n c e n t i v e  f o r  i n d u s t r i a l  l o c a t i o n  i n  
Colorado.  

E l i m i n a t i o n  of  t h e  I n v e n t o r y  Tax 

Some p e r s o n s  t e s t i f i e d  i n  f a v o r  of immediate e l i m i n a t i o n  of  
t h e  i n v e n t o r y  t a x .  O t h e r s  who f a v o r  e v e n t u a l  e l i m i n a t i o n  o f  t h e  t a x  
f e l t  t h a t ,  i n  view of  t h e  l a r g e  amount of  revenue i n v o l v e d  and t h e  
need f o r  d e v e l o p i n g  a r ep lacement  t a x ,  t h e  r e d u c t i o n  shou ld  be  g r a d u a l  
o v e r  a p e r i o d  of  y e a r s ,  One p r o p o s a l  was t h a t  t h e  t a x  on p e r s o n a l  
p r o p e r t y  f o r  s t a t e  p u r p o s e s  be  e l i m i n a t e d ,  l e a v i n g  t h e  t a x  f o r  l o c a l  
purposes  o n l y ,  

The subcommittee emphasized t h e  f a c t  t h a t  t h e  exemption of  
i n v e n t o r i e s  o r  t h e  comple te  abo l i shment  of  t h e  p e r s o n a l  p r o p e r t y  t a x  
c o u l d  n o t  be e f f e c t e d  by t h e  G e n e r a l  Assembly a l o n e ,  I t  would r e q u i r e  
a c o n s t i t u t i o n a l  amendment, 



I m p r o v e m e n t s  i n  A d m i n i s t r a t i o n  o f  t h e  P r e s e n t  Tax 

I m p r o v e m e n t s  i n  t h e  a d m i n i s t r a t i o n  o f  t h e  p r e s e n t  t a x  w e r e  
s u g g e s t e d  i n  t h e  e v e n t  t h a t  t h e  t a x  c a n n o t  b e  e l i m i n a t e d  f o r  s e v e r a l  
y e a r s . .  T h e s e  i n c l u d e d  t h e  g r a d u a l  l o w e r i n g  o f  t h e  50% a s s e s s m e n t  on 
c o s t  o f  i n v e n t o r i e s  t o  t h e  l e v e l  o f  a s s e s s m e n t  o n  o t h e r  t y p e s  o f  
p r o p e r t y ;  t h e  i m m e d i a t e  e q u a l i z a t i o n  o f  a s s e s s m e n t s  o n  m a c h i n e r y ,  
f u r n i t u r e ,  . f i x t u r e s ,  e q u i p m e n t ,  e t c . ; w i t h  a s s e s s m e n t s  o n  o t h e r  
p r o p e r t y ;  a n d  more d e t a i l e d  s t a t u t o r y  d i r e c t i o n  t o  e n c o u r a g e  u n i f o r -  
m i t y  o f  a s s e s s m e n t  o f  p e r s o n a l  p r o p e r t y  t h r o u g h o u t  t h e  s t a t e .  

R e p l a c e m e n t  T a x e s  

The r e v e n u e  l o s s  r e s u l t i n g  f r o m  a . c o n s t i t u t i o n a 1  amendment 
e l i m i n a t 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  p r o b a b l y  would  e x c e e d  $36 
m i l l i o n .  Most  o f  t h e  p e r s o n s  a t t e n d i n g  t h e  h e a r i n g  a g r e e d  t h a t  a 
r e p l a c e m e n t  t a x  w o u l d  be n e c e s s a r y ,  a s s u m i n g  t h a t  l o c a l  c o m m u n i t i e s  
a r e  n o t  w i l l i n g  t o  l o w e r  t h e i r  b u d g e t s  a n d  t h a t  r e a l  p r o p e r t y  t a x e s  
s h o u l d  n o t  b e  i n c r e a s e d  t o  c o m p e n s a t e  f o r  t h e  r e v e n u e  l o s s .  

P r o p o s e d  r e p l a c e m e n t s  f o r  t h e  p e r s o n a l  p r o p e r t y  t a x ,  o r  a t  
l e a s t  f o r  t h e  i n v e n t o r y  t a x ,  i n c l u d e d  a n e t  income t a x ,  a n  a d d i t i o n a l  
c e n t  o n  t h e  s a l e s  t a x ,  a n d  a g r o s s  t r a n s a c t i o n s  t a x  w i t h  r a t e s  v a r y -  
i n g  a c c o r d i n g  t o  t u r n o v e r  a n d  t y p e  o f  b u s i n e s s .  I t  w a s  a l s o  
s u g g e s t e d  t h a t  i n c r e a s e d  b u s i n e s s  a c t i v i t y  r e s u l t i n g  f r o m  t h e  elim-
i n a t i o n  o f  t h e  p e r s o n a l  p r o p e r t y  t a x  m i g h t  b r o a d e n  t h e  t a x  b a s e  f o r  
s a l e s  a n d  income t a x e s  a n d  t h u s  s e r v e  a s  a  p a r t i a l  r e p l a c e m e n t .  

It w a s  p o i n t e d  o u t  t h a t  i f  t h e  r e p l a c e m e n t  t a x  i s  c o l l e c t e d  
a t  t h e  s t a t e  l e v e l ,  t h e r e  w i l l  b e  t h e  p r o b l e m  o f  f i n d i n g  a  s u i t a b l e  
f o r m u l a  f o r  t h e  d i s t r i b u t i o n  o f  r e v e n u e s  t o  l o c a l  g o v e r n m e n t s .  

T a x i n q  M a i l  O r d e r  B r a n c h  O f f i c e r s  o r  C a t a l o q  S t o r e s  

A  s p e c i f i c  p r o b l e m  m e n t i o n e d  d u r i n g  t h e  h e a r i n g s  a n d  d i s c u s s e d  
a t  l e n g t h  by t h e  s u b c o m m i t t e e  w a s  t h e  t a x a t i o n  o f  m a i l  o r d e r  b r a n c h  
o f f i c e s  o r  c a t a l o g  s t o r e s .  Some m a i l  o r d e r  h o u s e s  m a i n t a i n  c a t a l o g  
s t o r e s  i n  s m a l l  t o w n s  t h r o u g h o u t  t h e  s t a t e .  L o c a l  t a x i n g  d i s t r i c t s  
a r e  u n a b l e  t o  t a x  t h e  i n v e n t o r y  o f  t h e  m a i l  o r d e r  h o u s e  e v e n  t h o u g h  
t h e  b r a n c h  o f f i c e  i s  i n  e f f e c t  c o m p e t i n g  w i t h  l o c a l  m e r c h a n t s  who 
p a y  t h e  l o c a l  i n v e n t o r y  t a x .  T h e s e  c o m m u n i t i e s  a r e  s e e k i n g  a  means  
o f  t a x i n g  c a t a l o g  s t o r e s  -- e i t h e r  t h r o u g h  t h e  p r o p e r t y  t a x  o r  
t h r o u g h  some o t h e r  k i n d  o f  b u s i n e s s  t a x .  

The s u b c o m m i t t e e  h a s  f o u n d  no means  o f  t a x i n g  t h e  m e r c h a n d i s e  
s o l d  t h r o u g h  t h e  c a t a l o g  s t o r e  i f  o r d e r s  a r e  d e l i v e r e d  d i r e c t l y  f r o m  
t h e  main  o f f i c e  t o  t h e  p u r c h a s e r .  The b r a n c h  o f f i c e  w o u l d  c a r r y  no  
i n v e n t o r y  i n  t h i s  c a s e ,  a n d  t h e r e  a p p e a r s  t o  b e  no  way t o  a l l o c a t e  
a n y  p a r t  o f  t h e  v a l u e  o f  t h e  i n v e n t o r y  o f  t h e  m a i n  o f f i c e  t o  t h e  
d i s t r i c t  i n  w h i c h  t h e  b r a n c h  o f f i c e  i s  l o c a t e d .  P e r s o n a l  p r o p e r t y  



i s  t a x e d  a t  i t s  l o c a t i o n  o r  a t  t h e  p r i n c i p a l  p l a c e  of  b u s i n e s s  of 
t h e  owner,  and s i n c e  n e i t h e r  of  t h e s e  r e q u i r e m e n t s  i s  met by t h e  
b ranch  o f f i c e ,  t h e  m a i l  o r d e r  house pays  i t s  i n v e n t o r y  t a x  i n  
some o t h e r  t a x i n g  d i s t r i c t ,  e i t h e r  i n s i d e  o r  o u t s i d e  t h e  s t a t e .  I t  
does  n o t  e s c a p e  t h e  i n v e n t o r y  t a x ;  i t s  c o m p e t i t i v e  p o s i t i o n  i s  
a f f e c t e d  o n l y  t o  t h e  e x t e n t  t h a t  t h e  t a x  r a t e  it pays i s  more o r  l e s s  
t h a n  t h a t  of t h e  d i s t r i c t  i n  which t h e  b ranch  o f f i c e  i s  l o c a t e d .  

However, i f  t h e  goods o r d e r e d  a r e  d e l i v e r e d  from t h e  main 
o f f i c e  t o  t h e  c a t a l o g  s t o r e  f o r  d i s t r i b u t i o n  t o  t h e  c u s t o m e r s ,  t h e  
c a t a l o g  s t o r e  h a s  a n . i n v e n t o r y  which migh t  be made s u b j e c t  t o  
t a x a t i o n .  A r e c e n t  d e c i s i o n  of  t h e  Supreme C o u r t  o f  Iowa ( S e a r s ,  
Roebuck and Company v .  C i t y  of F o r t  Madison, 102  NW2d 916)  h e l d  
t h a t  such i n v e n t o r i e s  a r e  t a x a b l e .  I n  t h a t  c a s e  t h e  c o u r t  h e l d  t h a t  
t h e  goods were t a x a b l e  a s  t h e  p r o p e r t y  of t h e  s e l l e r  u n t i l  t h e y  
were p a i d  f o r  and d e l i v e r e d  t o  t h e  cus tomer .  The c o u r t  f u r t h e r  
h e l d  t h a t  t h e  goods were n o t  i n  i n t e r s t a t e  commerce w h i l e  b e i n g  h e l d  
i n  t h e  c a t a l o g  s t o r e  and t h e r e f o r e  were n o t  exempt from l o c a l  
t a x a t i o n .  

Ano the r  p o s s i b i l i t y  f o r  r e a c h i n g  m a i l  o r d e r  b ranch  o f f i c e s  
i s  t h e  i m p o s i t i o n  o f  a  l i c e n s e  o r  p r i v i l e g e  t a x  on t h i s  t y p e  of  
b u s i n e s s  a c t i v i t y .  However, no p r e c e d e n t  was found i n  o t h e r  s t a t e s  
f o r  t h e  i m p o s i t i o n  o f  a p r i v i l e g e  t a x  l i m i t e d  t o  t h e  t a k i n g  of s a l e s  
o r d e r s .  P r i v i l e g e  t a x e s  a r e  u s u a l l y  a p p l i e d  t o  a l l  r e t a i l e r s ,  o r  t o  
l a r g e  segments  of t h e  b u s i n e s s  a c t i v i t y  of t h e  d i s t r i c t .  

S t a t e  and Loca l  Revenues From P e r s o n a l  P r o p e r t y  Tax 

County a s s e s s o r s  do n o t  keep t h e i r  r e c o r d s  i n  such  a  way a s  t o  
r e a d i l y  d e t e r m i n e  t h e  p r e c i s e  amount o f  d o l l a r s  c o l l e c t e d  from t h e  
p e r s o n a l  p r o p e r t y  t a x .  Consequen t ly ,  t h e  committee endeavored  t o  
e s t i m a t e  t o t a l  c o l l e c t i o n s  a s  n e a r l y  a s  p o s s i b l e .  

The Co lo rado  Tax Commission r e p o r t s  e a c h  y e a r  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  o f  p e r s o n a l  p r o p e r t y  i n  each  county  by t h e  t y p e  
of p r o p e r t y .  I n  o r d e r  t o  a r r i v e  a t  r evenue  e s t i m a t e s  t h e  a s s e s s e d  
v a l u a t i o n  of  a l l  merchand i se  s t o c k s ,  i n d u s t r i a l  machinery and 
s u p p l i e s ,  and f u r n i t u r e ,  f i x t u r e s  and f u r n i s h i n g s  were assumed t o  
be l o c a t e d  i n  u rban  a r e a s .  The v a l u a t i o n s  of  t h e s e  t h r e e  c l a s s e s  
o f  p e r s o n a l  p r o p e r t y  were m u l t i p l i e d  by t h e  a v e r a g e  u rban  m i l l  l e v y  
i n  each  coun ty .  

A s s e s s e d  v a l u a t i o n s  on l i v e s t o c k  and fa rm machinery and 
implements  were m u l t i p l i e d  by t h e  a v e r a g e  r u r a l  l e v y  i n  each  coun ty .  
The s m a l l  m i s c e l l a n e o u s  p e r s o n a l  p r o p e r t y  c l a s s  i n  e a c h  coun ty  
was m u l t i p l i e d  by t h e  a v e r a g e  coun ty  l e v y .  

I n  1959 Colo rado  s t a t e  and l o c a l  governments  d e r i v e d  an  
e s t i m a t e d  $36 m i l l i o n  from t h e  p r o p e r t y  t a x  on  p e r s o n a l  p r o p e r t y .  
T a b l e  I1 on t h e  f o l l o w i n g  page shows t h e  r evenue  d e r i v e d  from 
each  t y p e  of  p e r s o n a l  p r o p e r t y  i n  e a c h  coun ty .  Approximate ly  
$1g m i l l i o n  o f  t h e  $36 m i l l i o n  was s t a t e  r evenue  and $34% m i l l i o n  
was l o c a l  r e v e n u e .  





County 
Merchandise 

S t o c k s  

Machinery 
8 S p e c i a l  

( I n d u s t r i a l )  

F u r n i t u r e ,  
8 F i x t u r e s  
F u r n i s h i n q s  L i v e s t o c k  

Farm 
Machinery and 

Implements 

Other  
F e r s o n a l  
P r o p e r t y  

T o t a l  -- A . 1 1  F e r s o n a l  
; rnr rer ty  

A.ssos~?- :  Es t ima ted  
Vali;2:icn -zevenue 

Gunnison 
Hinsda l e  
Huerf ano 
Jackson  
J e f f e r s o n  

Kiowa 
K i t  Carson 
Lake 
La F l a t a  
Lar imer 

' 
t-

'' 

Las Animas 
L inco ln  
Logan 
p.esa 
M i n e r a l  

Mof fa t  
Montezuma 
Montrose 
Morgan 
O t e r o  

Ouray 
Pa rk  
F h i l l i p s  
P i t k i n  
Prowers 

Pueblo 
Rio Blanco 
Rio Grande 
R o u t t  
Saguache 



County 
Merchandise 

Stocks 

Machinery 
8 Supplies 

( I n d u s t r i a l )  

Furniture,  
8 Fixtures 
Furnishinqs Livestock 

Farm 
Machinery and 

Implements 

Other 
Personal 
Property 

Total  -- A l l  Personal 
Property 

Assessed Estimated 
Valuation Revenue 

San Juan 
San Miguel 
Sedgwick 
Summit 
T e l l e r .  

$ 3,611 
21,853 
63,976 

3,670 
11,367 

$ 12,883 
54,075 

1,059 
51,917 
48,002 

$ 3,872 
3,466 
7,411 
3,176 
9,421 

$ 1,949 
17,039 
26,204 

5,745 
13,492 

$ 75 
3,543 

42,893 
4,440 
2,532 

$ 373 
2,988 
1,417 
3,682 

13,560 

$ 283,550 
1,883,170 
2,706,180 
1,205,855 
1,191,510 

$ 22,763 
102,964 
142,960 
72,630 
98,374 

Washington 
Id 

Y uma 
Tota l  

18,581 
450.493 

102,932 
204.118 

3,540 
59.845 

64,865 
342.689 

71,090 
336.977 

1,254 
2.386 

6,162,407 
27.385.150 

262,262 
1.396.508 

I

& 
Percentage of Total  45% 
Personal Property Revenue 



The $605 m i l l i o n  p e r s o n a l  p r o p e r t y  v a l u a t i o n  was a p p r o x i m a t e l y  
1 7  p e r  c e n t  of t h e  t o t a l  p r o p e r t y  v a l u a t i o n  i n  1959.  Assessed  v a l u a -  
t i o n  i s  t h e  b a s i s  f o r  l i m i t s  on bonded i n d e b t e d n e s s ,  s t a t u t o r y  l imits  
on m i l l  l e v i e s ,  and s p e c i f i e d  l e v i e s  such  a s  t h e  1 2 - m i l l  coun ty  wide 
s c h o o l  l e v y .  T h e r e f o r e ,  r e d u c t b n s  i n  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  
must be  approached  w i t h  c a u t i o n ,  even  i f  t h e  r evenue  l o s s  c o u l d  be  
r e p l a c e d  by a n o t h e r  t a x .  Emphasis s h o u l d  be p l a c e d  on t h e  f a c t  t h a t  
t o  exempt p e r s o n a l  p r o p e r t y  from t h e  p r o p e r t y  t a x  would r e q u i r e  more 
t h a n  a  l e g i s l a t i v e  enac tmen t .  I t  would i n v o l v e  an  amendment t o  t h e  
s t a t e  c o n s t i t u t i o n .  

P e r s o n a l  P r o p e r t y  Taxes i n  O t h e r  S t a t e s  

The subcommit tee  h a s  r ev iewed  t h e  laws of  o t h e r  s t a t e s  r e g a r d -  
i n g  t h e  t a x a t i o n  of  p e r s o n a l  p r o p e r t y .  I t  was found  t h a t  o n l y  a few 
s t a t e s  have  d e v i a t e d  from t h e  t r a d i t i o n a l . m e t h o d  of ap.plying g e n e r a l  
p r o p e r t y  t a x  r a t e s  t o  t h e  v a l u e  of  p e r s o n a l  p r o p e r t y .  

A few s t a t e s  c l a s s i f y  p r o p e r t y  f o r  p u r p o s e s  of t a x a t i o n .  
O t h e r s  a l l o w  exempt ions  of  v a r i o u s  k i n d s  of  p e r s o n a l  p r o p e r t y .  Tab le  
I11 s h o w s ' t h e  major  c a t e g o r i e s  of  p e r s o n a l  p r o p e r t y  and a  g e n e r a l  
c l a s s i f i c a t i o n  a s  t o  t h e  t a x  s t a t u s  (exempt o r  t a x a b l e )  of e a c h  
c a t e g o r y  i n  e a c h  s t a t e .  There  a r e  e x c e p t i o n s  t o  t h e s e  g e n e r a l i z a t i o n s ,  
b u t  few have  been  n o t e d  i n  t h e  t a b l e  b e c a u s e  of  t h e  need f o r  b r e v i t y  
and s i m p l i c i t y .  I t  s h o u l d  be k e p t  i n  mind t h a t  exempt ions  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 r e  t h e  e x c e p t i o n  r a t h e r  t h a n  t h e  r u l e .  

S t a t e s  With No P e r s o n a l  P r o p e r t y  Tax 

Four s t a t e s  do n o t  t a x  t a n  i b l e  p e r s o n a l  p r o p e r t y  (Delaware ,  
Hawai i ,  New York and Peri 'nsylvania 3 and of  t h e s e  f o u r ,  o n l y  Pennsy l -  
v a n i a  t a x e s  i n t a n g i b l e s .  The r emain ing  f o r t y - s i x  s t a t e s  t a x  a t  
l e a s t  p a r t  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  i n  some way. 

Major B u s i n e s s  Exemptions i n  P e r s o n a l  P r o p e r t y  Tax S t a t e s  

Very few of  t h e  46 p e r s o n a l  p r o p e r t y  t a x  s t a t e s  c o m p l e t e l y  
exempt i n v e n t o r i e s ,  i n d u s t r i a l  machinery  o r  f u r n i t u r e  and f i x t u r e s .  
T h i s  t y p e  of  b u s i n e s s  p r o p e r t y  i s  p r o d u c t i v e  o f  r e v e n u e ,  a s  i n d i c a t e d  
by e s t i m a t e d  Co lo rado  r e v e n u e s  of  83% of t h e  p e r s o n a l  p r o p e r t y  t a x  
t a x  from t h e s e  s o u r c e s  i n  1959. Only M a s s a c h u s e t t s ,  A r i z o n a ,  
Alabama and Maryland exempt s i z a b l e  p o r t i o n s  of  b u s i n e s s  p e r s o n a l  
p r o p e r t y .  

M a s s a c h u s e t t s  exempts  p e r s o n a l  p r o p e r t y  owned by domes t i c  
o r  f o r e i g n  b u s i n e s s  c o r p o r a t i o n s  and  m a n u f a c t u r i n g  c o r p o r a t i o n s .  An 
i n d i v i d u a l  o r  a p a r t n e r s h i p  pays  p e r s o n a l  p r o p e r t y  t a x e s  on mach ine ry ,  
merchand i se  and  o t h e r  p e r s o n a l  p r o p e r t y ,  w h i l e  a  c o r p o r a t i o n  does  
n o t .  (A non-manufac tu r ing  b u s i n e s s  c o r p o r a t i o n  must  pay on 
machinery  used  i n  t h e  c o n d u c t  o f  i t s  b u s i n e s s ) .  C o r p o r a t i o n s  do pay 
a  s t a t e  c o r p o r a t e  e x c i s e  t a x  of $5 p e r  $1,000 o f  c o r p o r a t e  e x c e s s  o r  
of t a n g i b l e  p e r s o n a l  p r o p e r t y ,  wh ichever  i s  h i g h e r ,  p l u s  a 58 p e r  
c e n t  t a x  on income. 



-- 

Arizona exempts i n v e n t o r i e s  of  m a n u f a c t u r e r s  i n  t h e  s t a t e  and 

Alabama exempts a  l a r g e  p o r t i o n  i f  i t s  manufac tu r ing  i n v e n t o r i e s .  

I n  Maryland,  raw m a t e r i a l s  and manufactured  p r o d u c t s  i n  t h e  handsof 

a m a n u f a c t u r e r  and t o o l s  and machinery used  i n  manufac tu r ing  may be 

exempted by any c i t y  o r  county .  


Exemption of  Farm Machinery and L i v e s t o c k  

Farm machinery and implements  and l i v e s t o c k  a r e  t a x a b l e  i n  most 
p e r s o n a l  p r o p e r t y  t a x  s t a t e s .  I n  some o f  t h e s e  s t a t e s  a  s m a l l  exemp- 
t i o n  i s  a l lowed  on such p r o p e r t y .  Only exempt ions  of  $1 ,000 o r  more 
w i l l  be n o t e d  h e r e .  

M i s s i s s i p p i ,  Vermont and Wisconsin c o m p l e t e l y  exempt farm machin- 
e r y  and implements  from t h e  p e r s o n a l  p r o p e r t y  t a x .  C o n n e c t i c u t  

e x e m p t s  a l l  fa rm machinery t o  t h e  v a l u e  of  $3 ,000;  Maryland exempts 
f a rming  implements  t o  t h e  v a l u e  of  $1 ,500;  M a s s a c h u s e t t s  exempts farm 
machinery  t o  a  v a l u e  o f  $1 ,000 and Michigan exempts farm equipment 
and s t o c k  u p  t o  $1,000.  Alabama, C o n n e c t i c u t  and M i s s i s s i p p i  com-
p l e t e l y  exempt l i v e s t o c k .  L i v e s t o c k  under  a c e r t a i n  age  i s  exempted 
i n  many s t a t e s .  

Exemption of  Household Goods 

S e v e r a l  s t a t e s ,  i n c l u d i n g  Colorado ,  exempt household  goods which 
do n o t  produce  income. S e v e r a l  o t h e r s  p e r m i t  an exemption of  from 
$100 t o  $500 f o r  a h o u s e h o l d e r  o r  on household  goods. C o n n e c t i c u t ,  
Idaho ,  Kentucky,  L o u i s i a n a ,  Maine, M i s s i s s i p p i ,  New Hampshire,  Ohio,  
Oregon,  Sou th  C a r o l i n a ,  Utah ,  Washfngton and Wisconsin exempt house- 
h o l d  goods. Among t h e  ' l a r g e r  p a r t i a l  exempt ions  a r e :  F l o r i d a ,  
$1,000;  M a s s a c h u s e t t s ,  $5 ,000 ;  Tennessee ,  $1,000;  Michigan,  $5,000;  
and Vermont,  $3 ,000.  

Exemption o f  I n t a n q i b l e s  

An a n a l y s i s  o f  t h e  t a x a t i o n  o f  i n t a n g i b l e s  i n  o t h e r  s t a t e s  i s  

d i f f i c u l t  because  of  t h e  many exempt ions ,  s p e c i a l  t a x e s  and l a c k  of 

en fo rcement .  Approximate ly  15 - 20 s t a t e s  exempt i n t a n g i b l e s  com-

p l e t e l y  o r  i n  l a r g e  p a r t  f rom t h e  p e r s o n a l  p r o p e r t y  t a x .  Some of  

t h e  remain ing  s t a t e s  impose t h e  t a x  on i n t a n g i b l e s  a t  t h e  same r a t e  

a s  o t h e r  p r o p e r t y ,  w h i l e  some lower  t h e  r a t e  on i n t a n g i b l e s .  


I n d u s t r i a l  I n c e n t i v e  Exemptions 

A number o f  s t a t e s  p e r m i t  f i v e  o r  t e n  y e a r  p r o p e r t y  t a x  exemp-
t i o n s  f o r  new i n d u s t r i e s .  These may be  p e r m i s s i v e  f o r  l o c a l  
governments  o r  s t a t e w i d e .  They may a p p l y  t o  a l l  new i n d u s t r i e s  o r  
o n l y  t o  c e r t a i n  s p e c i f i e d  i n d u s t r i e s .  S t a t e s  which p e r m i t  indus -
t r i a l  i n c e n t i v e  exempt ions  a r e :  Alabama, A l a s k a ,  Arkansas ,  F l o r i d a ,  
L o u i s i a n a ,  Kentucky,  M i s s i s s i p p i ,  Rhode I s l a n d ,  Sou th  C a r o l i n a ,  and 
Vermont. 
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F o o t n o t e s  

M a s s a c h u s e t t s  - P e r s o n a l  p r o p e r t y  owned by domes t i c  o r  f o r e i g n  
b u s i n e s s  c o r p o r a t i o n  and manufac tu r ing  c o r p o r a t i o n s  i s  exempt. 

Alabama - Raw m a t e r i a l  produced d u r i n g  t h e  c a l e n d a r  y e a r ,  
s t o c k e d  a t  any p l a n t  f o r  manufac tu r ing  purposes  i n  Alabama, i s  
exempt, Manufactured a r t i c l e s  i n  t h e  hands of t h e  p roducer  o r  
manufac tu re r  a r e  exempt f o r  1 2  months a f t e r  t h e i r  p r o d u c t i o n  
o r  manufac tu re ,  

Kentucky - Machinery and p r o d u c t s  i n  c o u r s e  of  manufacture  
i n c l u d i n g  raw m a t e r i a l s  on hand a r e  s u b j e c t  t o  s t a t e  t a x a t i o n  
o n l y .  

Maryland - Raw m a t e r i a l s  and manufactured  p r o d u c t s  i n  t h e  hands 
of  a  m a n u f a c t u r e r  may be  exempted by any c i t y  o r  coun ty ,  

M i s s o u r i  - The m a n u f a c t u r e r s  l i c e n s e  t a x  does  n o t  a p p l y  t o  
m a n u f a c t u r e r s  whose raw m a t e r i a l s ,  f i n i s h e d  p r o d u c t s ,  t o o l s ,  
machinery and a p p l i a n c e s  i n  t h e  a g g r e g a t e  a r e  va lued  a t  l e s s  
t h a n  $1,000.  

Oregon - Taxes  on 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  can be  o f f s e t  
a g a i n s t  t h e  c o r p o r a t e  f r a n c h i s e  ( income)  t a x ,  up t o  1/3 o f  t h e  
6% income t a x .  

Maryland - T o o l s  and machinery used  i n  manufac tu r ing  may be 
exempted by any c i t y  o r  coun ty .  

Alabama - Farming t o o l s  t o  t h e  v a l u e  o f  $500 a r e  exempt, 

C o n n e c t i c u t  - Farming t o o l s  t o  t h e  v a l u e  of  $500 a r e  exempt, 
and a l l  farm mach ine ry ,  e x c e p t  motor v e h i c l e s ,  t o  t h e  v a l u e  of  
$3,000 i s  exempt. 

Iowa - Farm equipment  t o  t h e  v a l u e  o f  $300 i s  exempt. 

Maryland - Farming implements  t o  t h e  v a l u e  o f  $1 ,500 a r e  exempt, 

M a s s a c h u s e t t s  - Farm machinery t o  a t o t a l  v a l u e  of  n o t  more 
t h a n  $1,000 i s  exempt, 

Michigan - Farm equipment  and s t o c k  up  t o  $1,000 i s  exempt. 

New Hampshire - V e h i c l e s  o t h e r  t h a n  motor  v e h i c l e s ,  farm 
t r a c t o r s ,  and t r a i l e r s ,  i n  e x c e s s  o f  t h e  a g g r e g a t e  o f  $100 a r e  
t a x a b l e ,  

Ohio - R e s i d e n t  i n d i v i d u a l s  r e c e i v e  an  exemption o f  t h e  amount 
o f  $100 from t h e  a g g r e g a t e  l i s t e d  v a l u e  of  t h e i r  domes t i c  
a n i m a l s ,  



16. 	 Alabama - F u r n i t u r e  i s  exempt t o  t h e  va lue  of $500. 

17. 	 Alaska - Household f u r n i t u r e  of t h e  head of t h e  f ami ly ,  not  
exceeding $200 i n  v a l u e ,  i s  exempt. 

18.  	 ~ a l i f o r n i a- Per sona l  p rope r ty  of a householder  i n  t h e  amount 
of  $100 i s  exempt. 

19. 	 F l o r i d a  - Household goods and pe r sona l  e f f e c t s  of r e s i d e n t s  t 9  
t h e  v a l u e  of $1,000 a r e  exempt. 

20. 	 Georgia - C l o t h i n g ,  household f u r n i t u r e ,  domest ic  animals  and 
- t o o l s  of  manual l a b o r e r s  t o  t h e  amount of  $300 a r e  exempt. 

21. 	 Iowa - Household f u r n i t u r e  t o  t h e  v a l u e  of $300 i s  exempt. 

22. 	 Kansas - Per sona l  p r o p e r t y  t o  t h e  amount of  $200 f o r  each 
f ami ly  i s  exempt. 

23. 	 Maryland - Household f u r n i t u r e  t o  t h e  va lue  of  $100 i s  exempt 
from county and municipal  t a x e s  and e n t i r e l y  exempt from o t h e r  
t a x a t i o n .  

24. 	 Massachuse t t s  - Household f u r n i t u r e  and e f f e c t s  t o  a t o t a l  
amount of  $5,000 a r e  exempt. 

25. 	 Michigan - Household f u r n i t u r e ,  p r o v i s i o n s ,  and f u e l  UP t o  
$5,000 a r e  exempt. 

26. 	 Minnesota - Household p r o p e r t y  t o  e x t e n t  of $100 i s  exempt; 
county  board may complete ly  exempt household goods from tax-  
a t i o n .  

27. 	 Nebraska - Household goods t o  t h e  v a l u e  o f  $200 a r e  exempt. 

28. 	 North Ca ro l ina  - Wearing a p p a r e l ,  household goods, mechanical  
and a g r i c u l t u r a l  i n s t r u m e n t s ,  l i b r a r i e s  and s c i e n t i f i c  i n s t r u -  
ments,  p r o v i s i o n s  and l i v e s t o c k  a r e  exempt t o  $300. 

29. 	 Oklahoma - Household goods, t o o l s ,  implements and l i v e s t o c k  
no t  exceeding $100 a r e  exempt. 

30. 	 Tennessee - ' P e r s o n a l  p r o p e r t y  i s  exempt t o  t h e  e x t e n t  of  $1,000. 

31. 	 Texas - Household f u r n i t u r e  i s  exempt t o  t h e  e x t e n t  of  $250. 

32. 	 Vermont - Household f u r n i t u r e  and equipment i s  exempt t o  $3,000. 

33. 	 West V i r g i n i a  - Household goods t o  $200 and food s t o r e s  f o r  
f ami ly  u se  a r e  exempt. 

34,  	 Wyoming - Household p r o p e r t y  up t o  $100 i s  exempt. 



A l t e r n a t i v e s  t o  t h e  P r e s e n t  System 
of Taxinq P e r s o n a l  P r o p e r t y  

The subcommittee h a s  s t u d i e d  a  number of  p o s s i b l e  a l t e r n a t i v e s  
t o  t h e  p e r s o n a l  p r o p e r t y  t a x .  The f i r s t  s t e p  was t o  look  a t  s t a t e s  
which do n o t  have a p e r s o n a l  p r o p e r t y  t a x ,  i n  o r d e r  t o  a s c e r t a i n  
how t h e s e  s t a t e s  have s t r u c t u r e d  t h e i r  t a x e s  t o  p r o v i d e  t h e  n e c e s s a r y  
r evenue .  The second s t e p  was t o  s t u d y  t y p e s  of v a r i a t i o n s  and 
r e p l a c e m e n t s  used  o r  p roposed  i n  o t h e r  s t a t e s  o r  o t h e r  j u r i s d i c t i o n s .  

S t a t e s  Which Do Not Tax T a n q i b l e  P e r s o n a l  P r o p e r t y  

A s  was i n d i c a t e d  i n  t h e  p r e c e d i n g  s e c t i o n ,  o n l y  f o u r  s t a t e s  
have comple te ly  abandoned t h e  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 .  
Thus o n l y  i n  t h o s e  f o u r  s t a t e s  can  any t a x  be c o n s i d e r e d  an  " i n  
l i e u "  t a x .  

The f o u r  s t a t e s  a r e  Delaware,  Hawai i ,  New York, and Pennsy l -  
v a n i a .  Two of them ( ~ e wYork and P e n n s y l v a n i a )  p e r m i t  e x t e n s i v e  
l o c a l  non-proper ty  t a x a t i o n  which h e l p s  t o  compensate  f o r  t h e  l o c a l  
r evenue  l o s s .  Loca l  non-proper ty  t a x a t i o n  i n  t h e  o t h e r  two s t a t e s  
i s  r e l a t i v e l y  minor .  

Delaware. Delaware does  n o t  impose a p e r s o n a l  p r o p e r t y  t a x .  
A p a r t  f rom r e a l  p r o p e r t y  t a x e s ,  t h e r e  a r e  no g e n e r a l  p r o v i s i o n s  f o r  
l o c a l  t a x e s .  Munic ipa l  t a x i n g  powers a r e  governed e n t i r e l y  by l o c a l  
l e g i s l a t i o n  and c h a r t e r  p r o v i s i o n s .  There  a r e  no income, s a l e s ,  o r  
s i m i l a r  t a x e s  imposed by t h e  p r i n c i p a l  c i t i e s ,  a l t h o u g h  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 e s  a r e  common. I t  i s  w e l l  known t h a t  t h e  
s t a t e  of Delaware s u p p l i e s  a  much l a r g e r  p r o p o r t i o n  of l o c a l  s c h o o l  
money t h a n  do most  s t a t e  governments .  

Merchants  and m a n u f a c t u r e r s  pay a s t a t e  l i c e n s e  p r i v i l e g e  t a x  
measured by t h e i r  g r o s s  r e c e i p t s  o r  g r o s s  p u r c h a s e s .  T h i s  t a x  p ro -  
duces  a v e r y  s m a l l  p o r t i o n  of  s t a t e  r e v e n u e ,  b u t  i t s  p r o v i s i o n s  may 
be of i n t e r e s t  i n  c o n s i d e r i n g  r e p l a c e m e n t  t a x e s .  

M a n u f a c t u r e r s  and p r o c e s s o r s ,  r e t a i l  and w h o l e s a l e  merchan t s ,  
produce  d e a l e r s ,  b ranch  s t o r e s ,  warehouses  and d i s t r i b u t i n g  d e p o t s  
a r e  t a x a b l e .  Exemptions a r e  p r o v i d e d  f o r  t h e  p r o d u c e r s  of l i q u o r ,  
u t i l i t i e s ,  and a g r i c u l t u r a l  p r o d u c t s .  

For m a n u f a c t u r e r s  and p r o c e s s o r s  t h e  r a t e  of t a x  i n c l u d e s  a 
$ 5  l i c e n s e  f e e  p e r  y e a r ,  p l u s  t h e  payment of 1/40 of 1 p e r  c e n t  on 
t h e  a g g r e g a t e  g r o s s  r e c e i p t s  f o r  t h e  y e a r .  For r e t a i l  and whole- 
s a l e  m e r c h a n t s  t h e  r a t e  o f  t a x  i s  $5 f o r  t h e  l i c e n s e ,  p l u s  1/7 of 
1 p e r  c e n t  of t h e  a g g r e g a t e  c o s t  v a l u e  o f  merchand i se  i n  e x c e s s  of 
$5 ,000.  Produce  d e a l e r s  pay 30  c e n t s  p e r  $1,000 of t h e  c o s t  v a l u e  of 
commodit ies  p u r c h a s e d  and r e c e i v e  a c r e d i t  of  $5  f o r  t h e  l i c e n s e  f e e .  
The l i c e n s e  f e e  f o r  b ranch  s t o r e s ,  warehouses  and d i s t r i b u t i n g  d e p o t s  
i s  $10 f o r  e a c h  p l a c e  o f  b u s i n e s s ,  p l u s  1/7 of  1 p e r  c e n t  o f  t h e  
a g g r e g a t e  c o s t  v a l u e  of  merchand i se  i n  e x c e s s  of $5 ,000.  



The Delaware s t a t e  t a x  s t r u c t u r e  i n c l u d e s  t h e  f o l l o w i n g  t a x e s  
which produced t h e s e  p e r c e n t a g e s  of  s t a t e  t a x  c o l l e c t i o n s  f o r  t h e  
f i s c a l  y e a r  end ing  June  3 0 ,  1959: 

P e r s o n a l  income t a x  

F r a n c h i s e  t a x  

G a s o l i n e  t a x  

C o r p o r a t e  income t a x  

Motor v e h i c l e  f e e s  

A l c o h o l i c  beverage  t a x e s  

C i g a r e t t e  t a x  

I n s u r a n c e  t a x  

Merchants  and m a n u f a c t u r e r s  t a x  

O t h e r  t a x e s  and f e e s  


Hawaii .  The t a x  sys tem of  Hawaii i s  u n l i k e ' t h a t  of most o t h e r  
s t a t e s  i n  t h a t  t h e  power t o  t a x  r emains  a l m o s t  e x c l u s i v e l y  i n  t h e  
hands  of  t h e  s t a t e  government .  There  a r e  no s t a t u t e s  a l l o w i n g  c o u n t i e s  
t o  l e v y  t a x e s  on t h e i r  own. S c h o o l  d i s t r i c t s ,  towns,  townsh ips ,  A 


s p e c i a l  a d m i n i s t r a t i v e  d i s t r i c t s  and o t h e r  forms o f  l o c a l  government 
common t o  t h e  mainland s t a t e s  a r e  n o n e x i s t e n t  i n  Hawaii.  The max- 
i m u m  amount o f  a n n u a l  p r o p e r t y  t a x e s  i s  de te rmined  by t h e  l e g i s l a t u r e .  
The revenues  t o  be s o u g h t  each  y e a r  a r e  d e t e r m i n e d  by t h e  county  
b u d g e t s ,  s u b j e c t  t o  s t a t u t o r y  l i m i t s .  Tax r a t e s  f o r  e a c h  county  a r e  
computed on t h e  b a s i s  o f  t h e  amounts a u t h o r i z e d  f o r  c o l l e c t i o n  under 
t h e  a n n u a l  coun ty  b u d g e t s  and t h e  n e t  t a x a b l e  v a l u e  o f  r e a l  p r o p e r t y  
a s s e s s e d  by t h e  S t a t e  Department  of  T a x a t i o n .  The p e r s o n a l  p r o p e r t y  
t a x  was r e p e a l e d  i n  1947. It had g r a d u a l l y  d i m i n i s h e d  i n  s i g n i f i c a n c e  
o v e r  t h e  y e a r s  due t o  an  i n c r e a s i n g  number o f  exempt ions .  

The s t a t e  of  Hawaii h a s  a  g e n e r a l  e x c i s e  t a x  which i s  a 
p r i v i l e g e  t a x  imposed on anyone engaged i n  b u s i n e s s  and o t h e r  
a c t i v i t i e s  i n  t h e  s t a t e ,  based  on v a l u e  o f  p r o d u c t s ,  g r o s s  p roceeds  
of s a l e s  o r  g r o s s  income. Th i s  t a x  p roduces  4 2  p e r  c e n t  of  ~ a w a i i ' s  
r evenue .  The i n c i d e n c e  of t h e  t a x  i s  on  t h e  s e l l e r ,  n o t  t h e  
consumer. The r a t e s  v a r y  f o r  d i f f e r e n t  t y p e s  o f  b u s i n e s s  a s  f o l l o w s :  

M a n u f a c t u r e r s  who m i l l  o r  p r o c e s s  s u g a r  &% 

P i n e a p p l e  c a n n e r s  & 

A l l  o t h e r  m a n u f a c t u r e r s  1 

R e t a i l e r s  of  t a n g i b l e  p e r s o n a l  p r o p e r t y  3!' 

W h o l e s a l e r s  o f  t a n g i b l e  p e r s o n a l  p r o p e r t y  3f4 of  1% 

P r o d u c e r s  1 

C o n t r a c t o r s  35

T h e a t e r s  and amusements 3% 

Radio b r o a d c a s t i n g  s t a t i o n s  3% 

S a l e s  r e p r e s e n t a t i v e s  (commission b a s i s )  3Y 

S e r v i c e  b u s i n e s s e s  ( n o t  o t h e r w i s e  t a x e d )  3% 

P r o f e s s i o n s  3% 

A l l  o t h e r  s o u r c e s  35 


2 



The s t a t e  t a x  s t r u c t u r e  i s  made up of  t h e  f o l l o w i n g  t a x e s :  

G e n e r a l  E x c i s e  Tax (Gross  1ncome) and 
Compensating and Consumpti-on Taxes 42.391% 
Net Income Tax 24.416 
R e a l  P r o p e r t y  Tax 14.026 
Fue l  Tax 10.226 
O t h e r  Taxes 8 . 9 4 1  

The f o u r  c o u n t i e s  a r e  t h e  o n l y  p o l i t i c a l  s u b d i v i s i o n s  i n  
Hawaii .  They r e c e i v e  a l l  o f  t h e  p r o p e r t y  t a x  and v a r i o u s  p e r c e n t -  
a g e s  of  t h e  g r o s s  income and motor  f u e l  t a x  c o l l e c t i o n s  from t h e  
S t a t e  f o r  t h e i r  s u p p o r t .  I n  t h e i r  own b e h a l f ,  t h e y  a r e  a u t t l o r i z e d  
t o  l e v y  o n l y  a motor  v e h i c l e  w e i g h t  t a x ,  a p u b l i c  u t i l i t y  f r a n c h i s e  
t a x ,  a l i q u o r  l i c e n s e  t a x ,  and a v a r i e t y  of  o t h e r  b u s i n e s s  l i c e n s e  
f e e s .  

New York. I n  New York,  l o c a l  governments  c a n n o t  t a x  p e r s o n a l  
p r o p e r t y  b u t  a r e  p e r m i t t e d  t o  l e v y  a v a r i e t y  of  s p e c i a l  t a x e s ,  i n c l u d -
i n g  s a l e s  and  use  t a x e s ,  motor  v e h i c l e  u s e  t a x e s ,  a d m i s s i o n s  t a x e s ,  
t a x e s  on c o i n - o p e r a t e d  amusement mach ines ,  h o t e l  room occupancy t a x e s ,  
consumers t  u t i l i t y  t a x e s ,  t a x e s  on t h e  p r i v i l e g e  of  s e l l i n g  l i q u o r  
wine o r  b e e r  a t  r e t a i l ,  and v a r i o u s  l i c e n s e  f e e s .  The s t a t e  t a x  com-
m i s s i o n  h a s  s e t  up model r e s o l u t i o n s  and r e g u l a t i o n s  f o r  t h e  
i m p o s i t i o n  o f  t h e s e  t a x e s .  

New York C i t y  i s  p e r m i t t e d  t o  l e v y  most  o f  t h e  above t a x e s ,  and 
a l s o  imposes a g r o s s  r e c e i p t s  t a x  on t h e  p r i v i l e g e  of  c a r r y i n g  on o r  
e x e r c i s i n g  any t r a d e ,  b u s i n e s s ,  p r o f e s s i o n ,  v o c a t i o n  o r  commercial  
a c t i v i t y ,  o r  any f i n a n c i a l  b u s i n e s s ,  w i t h i n  t h e  C i t y  of New York. 
The t a x  i s  n o t  imposed on t h o s e  t r a d e s ,  b u s i n e s s e s ,  p r o f e s s i o n s ,  
v o c a t i o n s  o r  commercial  a c t i v i t i e s  where t h e  g r o s s  r e c e i p t s  do n o t  
exceed  $10,000 p e r  y e a r ,  no r  on a f i n a n c i a l  b u s i n e s s  where t h e  g r o s s  
income does  n o t  exceed  $5 ,000 p e r  y e a r .  

The r a t e  i s  2/5 o f  1 p e r  c e n t  of  g r o s s  t a x a b l e  r e c e i p t s  i n  
e x c e s s  of $10,000 of  a t r a d e ,  b u s i n e s s  o r  p r o f e s s i o n  o t h e r  t h a n  a 
f i n a n c i a l  b u s i n e s s .  However, d e a l e r s  i n  merchand i se  where t h e  
s p r e a d  o r  d i f f e r e n c e  between t h e  c o s t  of goods s o l d  and t h e  s a l e  
p r i c e  i s  i n  t h e  n a t u r e  of a  commission and  more t h a n  3 p e r  c e n t  
b u t  n o t  more t h a n  7  p e r  c e n t  a r e  t a x e d  a t  t h e  r a t e  of 3/20 of 1 p e r  
c e n t  of g r o s s  r e c e i p t s  i n  e x c e s s  of $10,000.  

The r a t e  i s  1%p e r  c e n t  on t a x a b l e  g r o s s  income i n  e x c e s s  
of $ 5 , 0 0 0  of  any f i n a n c i a l  b u s i n e s s  o t h e r  t h a n  an i n v e s t m e n t  company. 
Inv' e s tmen t  companies  a r e  t a x e d  a t  3/5 o f  1 p e r  c e n t  of g r o s s  income 
i n  e x c e s s  of  $5 ,000.  

S t a t e  t a x e s  i n  New York a r e  a s  f o l l o w s :  

P e r s o n a l  income t a x  36.126% 
F r a n c h i s e  t a x ,  b u s i n e s s  c o r p o r a t i o n s ,  e t c .  14..271 



Motor f u e l  t a x  
Motor v e h i c l e  r e g i s t r a t i o n  f e e s  
A l c o h o l i c  beverage  t a x  
C i g a r e t t e  and t o b a c c o  p r o d u t t s  t a x e s  
I n s u r a n c e  companies t a x  
S t o c k  t r a n s f e r  t a x  
Tax on u t i l i t y  s e r v i c e s  
O t h e r  

P e n n s y l v a n i a .  T a n g i b l e  p e r s o n a l  p r o p e r t y  i s  n o t  t a x a b l e  i n  
Pennsy lvan ia  a l t h o u g h  i n t a n g i b l e  p e r s o n a l  p r o p e r t y  i s  t a x e d  by 
c o u n t i e s  a t  a  uni form s t a t e w i d e  r a t e .  

Local  governments  ( e x c e p t  c o u n t i e s )  a r e  p e r m i t t e d  t o  l e v y  
v a r i o u s  s p e c i a l  t a x e s  n o t  pre-empted by t h e  s t a t e .  . T h e s e  i n c l u d e  
income t a x e s ,  l i c e n s e  t a x e s ,  amusement and a d m i s s i o n s  t a x e s ,  t r a n s -
f e r ,  document and r e g i s t r y  t a x e s ,  and m e r c a n t i l e  l i c e n s e  and b u s i n e s s  
p r i v i l e g e  t a x e s .  R a t e  maximums a r e  s e t  f o r  some o f  t h e s e  p e r m i s s i v e  
t a x e s ,  and m i l l a g e  e q u i v a l e n t  l i m i t a t i o n s  have been e s t a b l i s h e d  f o r  
t h e  a g g r e g a t e  amount t o  be c o l l e c t e d  from s p e c i a l  t a x e s .  

An example of a  m e r c a n t i l e  l i c e n s e  t a x  i s  t h e  P h i l a d e l p h i a  
t a x  l e v i e d  on w h o l e s a l e  and r e t a i l  d e a l e r s  o r  vendors  i n  goods ,  
wares  and merchand i se ,  on m a n u f a c t u r e r s ,  and on  a l l  o t h e r  p e r s o n s  
engaged i n  b u s i n e s s .  The r a t e  i s  3 m i l l s  on each  d o l l a r  of t h e  
a n n u a l  g r o s s  volume of  b u s i n e s s  f o r  a l l  b u s i n e s s e s .  An o p t i o n a l  
r a t e  ( a f t e r  d e d u c t i n g  c o s t  of goods and c o s t  of l a b o r )  i s  3 p e r  
c e n t  f o r  w h o l e s a l e r s ,  o r  w h o l e s a l e r s  and r e t a i l e r s ,  and 2 p e r  c e n t  
f o r  m a n u f a c t u r e r s ,  o r  m a n u f a c t u r e r e s  and r e t a i l e r s .  

The s t a t e  t a x  sys tem i n c l u d e s  t h e  f o l l o w i n g  t a x e s :  

S e l e c t i v e  s a l e s  and use  t a x  

G a s o l i n e  t a x  

C o r p o r a t e  n e t  income t a x  

Motor v e h i c l e  r e g i s t r a t i o n  f e e s  

C i g a r e t t e  t a x  

A l c o h o l i c  b e v e r a g e s  t a x  

C a p i t a l  s t o c k  t a x  ( d o m e s t i c  c o r p o r a t i o n s )  

I n h e r i t a n c e  and e s t a t e  t a x  

I n s u r a n c e  t a x  

O t h e r  


Types of V a r i a t i o n s  and Replacement  Taxes -

A s u r v e y  of  v a r i a t i o n s  on t h e  p e r s o n a l  p r o p e r t y  t a x  and 
p o s s i b l e  r e p l a c e m e n t  t a x e s  shows t h a t  t h e r e  a r e ,  i n  g e n e r a l ,  t h r e e  
p o s s i b i l i t i e s  i n  a d d i t i o n  t o  improvements  i n  a d m i n i s t r a t i o n  of t h e  
p r e s e n t  t a x .  

1. P r o p e r t y  t a x  c l a s s i f i c a t i o n  sys tem 



2. 	 G r o s s  r e c e i p t s  t a x .  

3 .  	 G r o s s  p r o f i t s  t a x .  

P r o p e r t y  Tax C l a s s i i ~ i c a t i o n  Sys t ems .  A few s t a t e s  have 
s t a t u t o r y  p r o p e r t y  t a x  c l a s s i f i c a t i o n  s y s t e m s  which u s u a l l y  r e s u l t  
i n  l o w e r ~ v a l u a t i o n s  o r  lowe r a t e s  f o r  a t  l e a s t  some t y p e s - o f  
t a n g i b l e  p e r s o n a l  p r o p e r t y . f  C o l o r a d o  h a s  no s t a t u t o r y  c l a s s i f i c a -  
t i o n  s y s t e m ;  a l l  p r o p e r t y  i s  r e q u i r e d  t o  be  a s s e s s e d  and  t a x e d  
u n i f o r m l y .  A l though  i n  C o l o r a d o  i n v e n t o r i e s  a r e  u s u a l l y  a s s e s s e d  
a t  50 p e r  c e n t  o f  c o s t  v a l u e  and  r e a l t y  i s  a s s e s s e d  a t  a n  a v e r a g e  
o f  27 p e r  c e n t  o f  s a l e s  v a l u e ,  t h i s  i s  a n  a d m i n i s t r a t i v e ,  n o t  a  
s t a t u t o r y  d i f f e r e n t i a t i o n .  

The c l a s s i f i c a t i o n  s y s t e m s  d e s c r i b e d  i n  t h i s . s e c t i o n  
d i f f e r  f rom t h e  C o l o r a d o  method i n  a t  l e a s t  t h r e e  r e s p e c t s .  F i r s t ,  
i n  some of t h e s e  s t a t e s  p e r s o n a l  p r o p e r t y  i s  t a x e d  o r  a s s e s s e d  a t  a 
l o w e r  l e v e l  t h a n  r e a l  p r o p e r t y  r a t h e r  t h a n  a t  an  e q u a l  o r  h i g h e r  
l e v e l .  Second ,  t h e  c l a s s i f i c a t i o n  h a s  been  l e g i s l a t i v e l y  d e t e r m i n e d .  
And t h i r d ,  t h e  s t a t e s  d e s c r i b e d  do n o t  t r e a t  a l l  t y p e s  o f  t a n g i b l e  
p e r s o n a l t y  i n  t h e  same way, e . g . ,  s t o c k s  of  m e r c h a n d i s e  may be t a x e d  
o r  a s s e s s e d  a t  one  l e v e l  w h i l e  h o u s e h o l d  goods  o r  m a n u f a c t u r i n g  mach- 
i n e r y  a r e  t a x e d  a t  a d i f f e r e n t  l eve l . .  

I n  M i n n e s o t a ,  Montana,  Ohio a n d  A r i z o n a  t h e  a s s e s s e d  v a l u e  of 
d i f f e r e n t  c l a s s e s  o f  p r o p e r t y  v a r i e s  a c c o r d i n g  t o  a  s t a t u t o r y  s c h e d u l e  
o f  p e r c e n t a g e s  of  f u l l  v a l u e .  I n  West V i r g i n i a ,  Kentucky ,  a n d  V i r g i n i a  
t h e  a s s e s s e d  v a l u e  i s  u n i f o r m l y  d e t e r m i n e d ,  b u t  d i f f e r e n t  r a t e s  a r e  
a p p l i e d  t o  t h e  v a r i o u s  c l a s s e s  o f  p r o p e r t y  and  i n  some c a s e s  c e r t a i n  
c l a s s e s  of  p r o p e r t y  a r e  made s u b j e c t  t o  s t a t e  t a x a t i o n  b u t  exempted 
f rom l o c a l  t a x a t i o n .  

I t  s h o u l d  b e - e m p h a s i z e d  t h a t  t h e  a d o p t i o n  of  a c l a s s i f i c a t i o n  
s y s t e m  p r o v i d i n g  lower  v a l u a t i o n s ,  l ower  r a t e s  o r  exempt ion  from 
l o c a l  t a x a t i o n  f o r  p e r s o n a l  p r o p e r t y  would r e s u l t  i n  a l o s s  of  
r e v e n u e .  A s u b s t i t u t e  form o f  t a x a t i o n  would be r e q u i r e d  t o  p roduce  
t h e  same amount o f  r e v e n u e  f o r  s t a t e  and  l o c a l  government  p u r p o s e s .  

Minneso ta  

I n  M i n n e s o t a ,  a l l  p r o p e r t y  i s  a s s e s s e d  a t  i t s  t r u e  and  f u l l  
v a l u e  and  i s  t h e n  c l a s s i f i e d  f o r  p u r p o s e s  of  t a x a t i o n  a t  c e r t a i n  
p e r c e n t a g e s  of  t h i s  v a l u e .  The s c h e d u l e  i s  g i v e n  below. 

1. 	 Many s t a t e s  c l a s s i f y  i n t a n g i b l e  p e r s o n a l  p r o p e r t y  f o r  a lower  
r a t e ,  b u t  s i n c e  C o l o r a d o  exempts  i n t a n g i b l e s ,  t h i s  . k ind  of  
c l a s s i f i c a t i o n  s y s t e m  w i l l  n o t  be d i s c u s s e d  i n  t h i s  r e p o r t .  



Per  c e n t  of " f u l l  
C l a s s  Desc r ip t i on  and t r u e "  va lue  
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1. Persona l  P r o ~ e r t v  
A l l  mined i r o n  o r e  i n  s t o c k p i l e  ' 50 
D i r e c t  p roduc t s  of b l a s t  and open h e a r t h  
f u r n a c e s ,  no t  f u r t h e r  p rocessed  1 5  
Household goods and o t h e r  pe r sona l  p r o p e r t y  
a c t u a l l y  used f o r  pe r sona l  and domestic 
purposes  o r  f o r  t h e  f u r n i s h i n g  and equipment 
of t h e  f ami ly  r e s i d e n c e  25 
Business  p r o p e r t y ,  i n c l u d i n g  s t o c k s  of mer-
chandise  t o g e t h e r  w i th  t h e  f u r n i t u r e  and 
f i x t u r e s  used t h e r e w i t h ;  manufac ture rs '  
m a t e r i a l s  and manufac ture rs '  a r t i c l e s ;  a l l  
a g r i c u l t u r a l  p roduc t s  no t  i n  t h e  hands of t h e  
producer ;  a l l  t o o l s  and implements; and a l l  
machinery no t  permanently a t t a c h e d  t o ,  and a  
p a r t  of t h e  r e a l  e s t a t e ,  excep t  a g r i c u l t u r a l  
p roduc t s  i n  t h e  hands of t h e  producer  and farm 
t o o l s  and implements and machinery used by t h e  
owner i n  any a g r i c u l t u r a l  p u r s u i t  33 1/3 
A l l  a g r i c u l t u r a l  p roduc t s  i n  t h e  hands of t h e  
producer 1 0  
A l l  l i v e s t o c k  and p o u l t r y  and a l l  a g r i c u l t u r a l  
t o o l s ,  implements and machinery used by t h e  
owner i n  any a g r i c u l t u r a l  p p r s u i t  20 
S t r u c t u r e s  on r a i l w a y  land  no t  owned by r a i l -  
roads ;  p r i v a t e  p r o p e r t y  on urban p u b l i c  l ands ;  
wa te r  c r a f t ;  t r ansmis s ion  and d i s t r i b u t i o n  
systems of c t i l i t y  and p i p e l i n e  companies; 
b i l l b o a r d s  and o t h e r  a d v e r t i s i n g  dev i ce s ;  and 
o t h e r  t a x a b l e  p e r s o n a l t y  4 0  

None E l e c t r i c  d i s t r i b u t i o n  l i n e s ,  f o r  s a l e  of e l e c -
given t r i c i t y  t o  f a rmer s  a t  r e t a i l  5 

Other  r u r a l  e l e c t r i c  t r a n s m i s s i o n  l i n e s  33 1/3 
Persona l  p r o p e r t y  of  pet roleum r e f i n e r i e s  1 7  

11. 	 Real P rope r ty  

1. 	 Unmined i r o n  o r e  50 
1 A .  	 "Low grade"  i r o n  o r e ,  w i th  "tonnage recovery"  

below 5 0  p e r  c e n t ,  maximum r a t e  of assessment  
t o  dec rease  1%per  c e n t  f o r  each 1 per  c e n t  
dec rease  i n  "tonnage recovery"  ( r a t i o  of weight  
of p o s t - b e n e f i c i a t i o n  c o n c e n t r a t e  t o  t h e  weight  
of low grade  o r e ) ,  up t o  a minimum 488 t o  30 

3. 	 Non-homestead r e a l  e s t a t e  which i s  r u r a l  i n  
c h a r a c t e r ,  devoted o r  a d a p t a b l e  t o  r u r a l  b u t  
n o t  n e c e s s a r i l y  a g r i c u l t u r a l  u s e  33 1/3

3B.  	 F i r s t  $4,000 of  " t r u e  and f u l l "  v a l u e  of 
r u r a l  homesteads 20 



3C. 	 F i r s t  $4,000 of  " t r u e  and f u l l "  v a l u e  of  

urban homesteads 
 25 

3CC. 	 F i r s t  $8,000 o f  " t r u e  and f u l l "  v a l u e  of  

a l l  r e a l  e s t a t e  w i t h  s p e c i a l  f i x t u r e s  

adap ted  f o r  occupancy by permanent ly  d i s -  

a b l e d  v e t e r a n s  
 5 

4. Urban r e a l  e s t a t e  and urban homesteads on 
, " t r u e  and f u l l "  v a l u e  above $4,000,  urban 

homesteads of  t o t a l l y  d i s a b l e d  v e t e r a n s  
above $8,000 4 0  

None Real  p r o p e r t y  of  pe t ro leum r e f i n e r i e s  27 
g ive0  

P e r s o n a l  p r o p e r t y  o f  eve ry  household  up t o  $100 of  a s s e s s e d  
v a l u e  i s  exempt. The s t a t e  does  n o t  l e v y  any t a x  ,on C l a s s  2 prop-
e r t y  (household  goods,  e t c . ) ,  and t h e  county  board  of  any c0unt.y 
may exempt from t a x a t i o n  a l l  C l a s s  2  p r o p e r t y  s i t u a t e d  w i t h i n  t h e  
county.  

I n t a n g i b l e  p e r s o n a l  p r o p e r t y  i s  n o t  s u b j e c t  t o  t h e  p r o p e r t y  
t a x  i n  Minnesota.  

Montana 

P r o p e r t y  i s  a s s e s s e d ' a t  i t s  f u l l  c a s h  v a l u e  and t hen  
c l a s s i f i e d  and t a x e d  a t  v a r i o u s  pe r cen t ages .  

C l a s s  1. 	 n e t  p roceeds  of mines ,  m ine ra l  r i g h t s  and 
r o y a l t i e s  100% 

C l a s s  2. 	 household  goods, a g r i c u l t u r a l  and 
commercial machines,  me te r  v e h i c l e s ,  
and b o a t s  20% 

C l a s s  3. 	 l i v e s t o c k ,  p o u l t r y  and unprocessed 
p r o d u c t s  of  b o t h ,  merchandise ,  f u r -
n i t u r e  and f i x t u r e s  i n  s t o r e s ,  o f f i c e s  
and h o t e l s  33 1/3% 

C l a s s  4.  	 r e a l  e s t a t e  and improvements and 
manufac tu r ing  and mining machinery 30% 

C l a s s  5. 	 moneys and c r e d i t s ,  c o o p e r a t i v e  r u r a l  
e l e c t r i c a l  a s s o c i a t i o n s ,  unprocessed 
a g r i c u l t u r a l  p r o d u c t s  7% 

C l a s s  	6 and 7. o t h e r  p r o p e r t y  4% 

-Ohio 

I n  Ohio,  r e a l  p r o p e r t y  i s  va lued  a t  i t s  t r u e  v a l u e  i n  
money (100%).. P e r s o n a l  p r o p e r t y  i s  a s s e s s e d  a t  t h e  f o l l o w i n g  per-  
c e n t a g e s  of t r u e  va lue :  



-A t  of t r u e  v a l u e :  

1. 	 The a v e r a g e  v a l u e  o f  a l l  a r t i c l e s  purchased ,  r e c e i v e d  
o r  o t h e r w i s e  h e l d  b y  a manufac tu re r  f o r  t h e  purpose  
o f  b e i n g  used  i n  m a n u f a c t u r i n g ,  combining,  r e c t i f y -  
i n g ,  o r  r e f i n i n g .  

2. 	 The a v e r a g e  o f  a l l  a r t i c l e s  which were a t  any t i m e  
manufac tu red  o r  changed i n  any way by t h e  t a x p a y e r ,  
e i t h e r  by combining o r  r e c t i f y i n g ,  o r  r e f i n i n g  o r  
a d d i n g  t h e r e t o ,  b u t  n o t  i n c l u d i n g  f i n i s h e d  p r o d u c t s  
u n l e s s  k e p t  o r  s t o r e d  a t  t h e  p l a c e  o f  manufacture  o r  
a t  a warehouse i n  t h e  same county  t h e r e w i t h .  

3.  	 A g r i c u l t u r a l  p r o d u c t s  on farms.  
4 .  	 Eng ines ,  machinery ,  t o o l s  and implements:  

of  a m a n u f a c t u r e r ;  
used  i n  mining;  
used  i n  s t o n e  p l a n t s  and g r a v e l  p l a n t s ;  
used  i n  a g r i c u l t u r e ;  
used  i n  l a u n d r i e s ,  t o w e l  and l i n e n  supp ly  and d r y  
c l e a n i n g  p l a n t s ;  
used  i n  r a d i o  and t e l e v i s i o n  b r o a d c a s t i n g .  

5. 	 Domestic a n i m a l s  used  i n  a g r i c u l t u r e .  

-A t  100% o f  --t r u e  v a l u e :  

B o i l e r s ,  machinery ,  equipment  and p e r s o n a l  p r o p e r t y  used  
f o r  t h e  g e n e r a t i o n  o r  d i s t r i b u t i o n  o f  e l e c t r i c i t y .  

-A t  of t r u e  v a l u e :  

A l l  o t h e r  p e r s o n a l  p r o p e r t y  use'd i n  b u s i n e s s .  
Domestic a n i m a l s  n o t  used  i n  a g r i c u l t u r e .  

Ar izona  

Arizona  h a s  c l a s s i f i e d  c e r t a i n  machinery and equipment  f o r  
a s s e s s m e n t  a t  a  lower  p e r c e n t a g e  of  t r u e  v a l u e .  A l l  p r o p e r t y  i s  
r e q u i r e d  by s t a t u t e  t o  be  a s s e s s e d  a t  i t s  f u l l  c a s h  v a l u e  i n  
Ar izona .  However, machinery  and equipment  used  e x c l u s i v e l y  i n  
o p e r a t i n g  a  manufac to ry  a r e  a s s e s s e d  a t  5 0  p e r  c e n t  of book v a l u e ,  
b u t  i n  any e v e n t  n o t  l e s s  t h a n  1 0  p e r  c e n t  of  c o s t ,  p l u s  c a p i t a l -  
i z a t i o n .  

West V i r q i n i a  

A l l  p r o p e r t y  i n  wes t  V i r g i n i a  i s  a s s e s s e d  a t  t r u e  and 
a c t u a l  v a l u e .  The c l a s s i f i c a t i o n  i s  i n  t h e  r a t e s  a p p l i e d  t o  t h e  
v a r i o u s  t y p e s  of  p r o p e r t y .  

The b a s i c  r a t e  of  t a x  c o n s i s t s  o f  a n  a g g r e g a t e  r a t e  which i s  
t h e  sum o f  a l l  t h e  r a t e s  f o r  s t a t e ,  c o u n t y ,  c i t y ,  d i s t r i c t ,  e t c .  
T h i s  b a s i c  r a t e  i s  a p p l i e d  t o  C l a s s  I p r o p e r t y ,  which i n c l u d e s  
a g r i c u l t u r a l  p e r s o n a l  p r o p e r t y  and p r o d u c t s  and i n t a n g i b l e s .  Twice 
t h e  b a s i c  r a t e  i s  a p p l i e d  t o  C l a s s  I1 p r o p e r t y ,  which i n c l u d e s  



c e r t a i n  r e s i d e n t i a l  p r o p e r t y  and farms.  A l l  o t h e r  p r o p e r t y  i s  
e i t h e r  C l a s s  I11 o r  C l a s s  I V Y  depending upon whether  it i s  l o c a t e d  
i n s i d e  o r  o u t s i d e  a  c i t y .  Four t i m e s  t h e  b a s i c  r a t e  i s  a p p l i e d  t o  
C l a s s  I11 and C l a s s  I V  p r o p e r t y ,  b u t  a s  t o  C l a s s  I11 p r o p e r t y  t h e  
c i t y  k a t e  would n o t  be  i n c l u d e d  i n  t h e  a g g r e g a t e  r a t e .  

Kentucky 

S t a t e  t a x  r a t e s  i n  Kentucky a r e  n o t  uni form on a l l  c l a s s e s  
of  p r o p e r t y ,  a l t h o u g h  l o c a l  r a t e s  a p p a r e n t l y  a r e  uniform. The s t a t e  
r a t e s  a r e  a s  f o l l o w s :  

Bank d e p o s i t s  0 .1  c e n t s  p e r  $100 
Real  p r o p e r t y ,  unmanufactured  
a g r i c u l t u r a l  p r o d u c t s ,  and 
tobacco  !3 c e n t s  p e r  $100 
I n d e b t e d n e s s  t o  b r o k e r s  of 
s e c u r i t i e s  LO c e n t s  p e r  $LOO 
Money i n  hand,  s h a r e s  of  s t o c k ,  
n o t e s ,  bonds ,  a c c o u n t s  and o t h e r  
c r e d i t s ,  s e c u r e d  o r  unsecured  25 c e n t s  p e r  $100 
Motor v e h i c l e s  3% of  9% of  r e t a i l  

p r i c e  
Crude pe t ro leum 5 of  1%of market  

p r i c e  
A l l  o t h e r  p r o p e r t y  5 0  c e n t s  p e r  $100 

Some p r o p e r t y  i s  s u b j e c t  t o  s t a t e  t a x e s  o n l y .  T h i s  i n c l u d e s :  

1. 	 Accounts  r e c e i v a b l e  by b r o k e r s  of  s e c u r i t i e s  on m a r g i n a l  t r a n s -  
a c t i o n s ;  

2. 	 Bank d e p o s i t s ;  money n o t e s ,  bonds,  a c c o u n t s  and o t h e r  c r e d i t s ,  
and s h a r e s  of s t o c k  [ o t h e r  t h a n  banks  and domes t i c  l i f e  i n s u r -  
ance  companies ) :  

3. 	 Machinery and p r o d u c t s  i n  c o u r s e  of  manufac tu re  i n c l u d i n g  raw 
m a t e r i a l s  on hand; 

4. 	 Nonmanufactured a g r i c u l t u r a l  p r o d u c t s  o v e r  t h e  v a l u e  o r  amount 
o f  any unpaid  n o n r e c o u r s e  Loan g r a n t e d  by t h e  U. S.;  

5. 	 C a p i t a l  s t o c k  o f  b u i l d i n g  and l o a n  a s s o c i a t i o n s ;  
6. 	 Farm implements  and machinery  used i n  t h e  o p e r a t i o n  o f  a farm; 

l i v e s t o c k  and d o m e s t i c  f o w l s .  

The t a n g i b l e  p e r s o n a l t y  which i s  n o t  s u b j e c t  t o  l o c a l  t a x -  
a t i o n  t h u s  r e c e i v e s  p r e f e r e n t i a l  t r e a t m e n t  a l t h o u g h  it i s  n o t  
c6lhp'leteJ.y exempted. 

V i r q i n i a  

I n  V i r g i n i a  t h e  govern ing  body of  any coun ty ,  c i t y  o r  town 
may impose v a r y i n g  r a t e s  of  l e v i e s  on r e a l  e s t a t e ,  t a n g i b l e  p e r s o n a l  
p r o p e r t y  o r  merchan t s1  c a p i t a l .  C o u n t i e s  may a l s o  c l a s s i f y  farm 
machinery ,  t o o l s  o r  l i v e s t o c k .  C o u n t i e s  and m u n i c i p a l i t i e s  may 



c l a s s i f y  househo ld  i t e m s  s e p a r a t e l y  from o t h e r  t a n g i b l e  p e r s o n a l  
p r o p e r t y  and f i x  a r a t e  t h e r e o n  ( n o t  t o  exceed  r a t e  imposed on 
o t h e r  t a n g i b l e s ) ,  o r  may exempt househo ld  i t e m s  from t a x .  

V i r g i n i a  a l s o  h a s  a s t a t e - l o c a l  c l a s s i f i c a t i o n  of  t a x a b l e  prop-  
e r t y  s i m i l a r  t o  Ken tucky ' s .  

P r o p e r t y  s u b j e c t  t o  l o c a l  t a x a t i o n  i n c l u d e s :  

1. 	 Rea l  e s t a t e ;  
2. 	 T a n g i b l e  p e r s o n a l  p r o p e r t y ;  
3 .  	 T a n g i b l e  p e r s o n a l  p r o p e r t y  of  p u b l i c  s e r v i c e  c o r p o r a t i o n s  

( e x c e p t  r o l l i n g  s t o c k  of c o r p o r a t i o n s  o p e r a t i n g  s t eam r a i l r o a d s ) ;  
4 .  	 C a p i t a l  of m e r c h a n t s .  

P r o p e r t y  s u b j e c t  t o  s t a t e  t a x a t i o n  i n c l u d e s :  

1. 	 I n s u r a n c e  companies;  
2. 	 I n t a n g i b l e  p e r s o n a l  p r o p e r t y  ( t h i s  i n c l u d e s  c a p i t a l  employed i n  

a t r a d e  o r  b u s i n e s s ,  e x c e p t  m e r c h a n t s 1  c a p i t a l ) ;  
3 .  	 R o l l i n g  s t o c k  of a l l  c o r p o r a t i o n s  o p e r a t i n g  r a i l r o a d s  by s team;  
4.  	 A l l  o t h e r  c l a s s e s  of  p r o p e r t y  n o t  s p e c i f i c a l l y  enumera ted  a s  

be ing  t a x a b l e  l o c a l l y .  

Gross  R e c e i p t s  Tax. A ' g r o s s  r e c e i p t s  t a x  i s  o f t e n  ment ioned  
a s  a s u b s t i t u t e  f o r  t h e  p e r s o n a l  p r o p e r t y  t a x .  Most s t a t e s  use  
g r o s s  r e c e i p t s  t a x e s  i n  a d d i t i o n  t o  p e r s o n a l  p r o p e r t y  t a x e s ,  r a t h e r  
t h a n  a s  a s u b s t i t u t e ,  b u t  it  would be p o s s i b l e  t o  impose a g r o s s  
r e c e i p t s  t a x  t o  r e p l a c e  p e r s o n a l  p r o p e r t y  t a x  r e v e n u e s .  

There  a r e  numerous v a r i a t i o n s  on  t h e  g r o s s  r e c e i p t s  t a x .  The 
-f o u r  p r i n c i p a l  f a c t o r s  i n v o l v e d  a r e  t a x  b a s e ,  i n c i d e n c e ,  j u r i s d i c t i o n a l  

l e v e l ,  and r a t e s .  A 

A g r o s s  r e c e i p t s  t a x  c o u l d  be l e v i e d  on t h e  g r o s s  r e c e i p t s  of  
r e t a i l e r s  o n l y ,  a s  i n  most  s a l e s  t a x e s .  Or it c o u l d  t e  ex tended  t o  
i n c l u d e  w h o l e s a l e r s ,  m a n u f a c t u r e r s ,  s e r v i c e s ,  p r o f e s s i o n s  and o t h e r s .  

I t  c o u l d  p l a c e  t h e  l e g a l  i n c i d e n c e  on the consumer,  a s  i n  t h e  
s a l e s  t a x ,  o r  on t h e  s e l l e r  o r  o t h e r  b u s i n e s s ~ ~ l ~ ~ n ,  i n  g r o s s  t r a n s -a s  
a c t i o n s  t a x e s  o r  l i c e n s e  t a x e s  measured by g r o , , s  r e c e i p t s .  

The t a x  c o u l d  be l e v i e d  and a d n i n i s t e r e d  by t h e  s t a t e  ( e . g . ,  
a n  a d d i t i o n a l  one o r  two p e r  c e n t  on t h e  s a l e s  t a x )  and d i s t r i b u t e d  
t o  l o c a l  governments  by ea rmark ing  o r  by o t h e r  measures  of  s t a t e  
a i d .  On t h e  o t h e r  hand,  it c o u l d  be a d m i n i s t e r e d  and c o l l e c t e d  a t  
t h e  l o c a l  l e v e l .  A l o c a l l y  a d m i n i s t e r e d  t a x  c o u l d  be  e i t h e r  p e r -  
m i s s i v e  o r  mandatory .  

A g r o s s  r e c e i p t s  t a x  c o u l d  be l e v i e d  on a l l  b u s i n e s s e s  a t  a 
un i fo rm r a t e ,  o r  a t  d i f f e r e n t  r a t e s  s e t  f o r  d i f f e r e n t  t y p e s  of  
b u s i n e s s ,  t a k i n g  i n t o  c o n s i d e r a t i o n  such  f a c t o r s  a s  markup, t u r n o v e r ,  
and ove rhead .  D i f f e r i n g  l e v e l s  of l o c a l  p r o p e r t y  t a x  r a t e s  migh t  
a l s o  be t a k e n  i n t o  c o n s i d e r a t i o n .  For example ,  a  g r o s s  r e c e i p t s  t a x  



a t  t h e  l o c a l  l e v e l  c o u l d  i n v o l v e  t h e  a p p l i c a t i o n  o f  p r o p e r t y  t a x  
r a t e s  t o  v a r y i n g  p e r c e n t a g e s  of  g r o s s  r e c e i p t s  ( t h e  p e r c e n t a g e  t o  be 
de te rmined  by t u r n o v e r  and o t h e r  f a c t o r s ) .  

'An i n t e r e s t i n g  example of  t h e ' u s e  o f  a g r o s s  r e c e i p t s  t a x  
which u s e s  p r o p e r t y  t a x  r a t e s  i s  t h e  t u r n o v e r  t a x  i n  S a i n t  John ,  
New Brunswick. I n  t h a t  c i t y ,  n e a r l y  a l l  p e r s o n a l  p r o p e r t y  e x c e p t  
motor v e h i c l e s  i s  exempt from p r o p e r t y  t a x a t i o n ,  Twenty p e r  c e n t  of  
t h e  c i t y ' s  t a x  r evenue  comes from two r a t h e r  u n u s u a l  t a x e s ,  t h e  
b u s i n e s s  t a x  and t h e  t u r n o v e r  t a x .  Both o f  t h e s e  t a x e s  p r o v i d e  
methods of d e t e r m i n i n q  v a l u e s  -t o  w h i c h Z q e n e r a l  p r o p e r t y  t a x  r a t e  
-i s  a p p l i e d .  

The t u r n o v e r  t a x- i s  l e v i e d  a g a i n s t  r e t a i l  and w h o l e s a l e  

merchants  o r  t r a d e r s  and i s  based  on t h e  volume o f  s a l e s  f o r  t h e  

p r e v i o u s  y e a r .  I t  i s  computed by a p p l y i n g  s p e c i f i c  p e r c e n t a g e  r a t e s  

t o  t h e  p r e v i o u s  y e a r ' s  g r o s s  s a l e s .  T h i s  p roduces  t h e  amount o f  

a s s e s s a b l e  v a l u e  t o  which t h e  g e n e r a l  t a x  r a t e  i s  a p p l i e d  t o  compute 

t h e  amount o f  t a x  payab le .  


The v a r i o u s  t y p e s  o f  b u s i n e s s e s  a r e  c l a s s i f i e d  a c c o r d i n g  t o  
t h e  markup o r  p e r c e n t a g e  o f  p r o f i t  on t h e  merchand i se  t h e y  s e l l .  
There a r e  s i x  c l a s s i f i c a t i o n s  f o r  r e t a i l e r s  and t h r e e  f o r  w h o l e s a l e r s ,  
w i t h  p e r c e n t a g e  r a t e s  r a n g i n g  from 10  p e r  c e n t  t o  25  p e r  c e n t  and 
7% p e r  c e n t  t o  1 2  p e r  c e n t  r e s p e c t i v e l y .  

The b u s i n e s s  t a x  i s  l e v i e d  a g a i n s t  a l l  p e r s o n s  do ing  b u s i n e s s  
w i t h i n  t h e  C i t y  o f  5 5 t  John  o t h e r  t h a n  merchan t s  and t r a d e r s .  
Those l i a b l e  f o r  i t  i n c l u d e  p r o f e s s i o n a l  p e r s o n s  such  a s  d o c t o r s ,  

a c c o u n t a n t s ,  m a n u f a c t u r e r s ,  banks ,  i n s u r a n c e  companies ,  and 
many o t h e r s .  

They a r e  d i v i d e d  i n t o  t h r e e  c a t e g o r i e s ,  e a c h  g roup  b e i n g  
g i v e n  a s p e c i a l  p e r c e n t a g e  r a t e ,  namely 60  p e r  c e n t ,  112  p e r  c e n t ,  
and  150 p e r  c e n t .  The d e s i g n a t e d  p e r c e n t a g e  i s  a p p l i e d  t o  t h e  
a s s e s s e d  v a l u e  of  t h e  p r e m i s e s  o c c u p i e d .  Th i s  p roduces  t h e  v a l u a t i o n  
t o  which t h e  p r o p e r t y  t a x  r a t e  i s  t o  be a p p l i e d  i n  computing t h e  
amount of  b u s i n e s s  t a x .  

Gross  P r o f i t s  Tax. A p r o p o s a l  f o r  a  g r o s s  p r o f i t s  t a x  h a s  

been  under  c o n s i d e r a t i o n  f o r  s e v e r a l  y e a r s ,  b u t  no s t a t e  h a s  adop ted  

such  a t a x .  The p r o p o s a l  was i n t e n d e d  p r i m a r i l y  a s  a s u b s t i t u t e  

f o r  t h e  i n v e n t o r y  t a x .  A l l  merchan t s  engaged i n  t h e  b u s i n e s s  of  

s e l l i n g  merchand i se  w i t h i n  t h e  t a x i n g  j u r i s d i c t i o n  would be s u b j e c t  

t o  a "merchants  l i c e n s e  t a x N  based  on t h e  g r o s s  merchand i se  p r o f i t  

r e a l i z e d  from t h e  s a l e  o f  t h e i r  merchand i se .  The g r o s s  p r o f i t  sub-  

j e c t  t o  such  t a x  would be t h e  e x c e s s  of  s a l e s  b v e r  t h e  c o s t  of  such 

s a l e s .  The r a t e  t o  be a p p l i e d  t o  g r o s s  p r o f i t  would depend on  t h e  

r evenue  needed.  


' l a w y e r s ,  

[ 

r 
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The l a t e  Mr. J o s e p h  M a r t e l ,  V ice  P r e s i d e n t ,  McKesson and 
Robbins ,  I n c o r p o r a t e d ,  a p roponen t  of t h e  g r o s s  p r o f i t s  t a x ,  l i s t e d  
some of  i t s  a d v a n t a g e s  a s :  

1. 	 A new and d i f f e r e n t  t a x  would be imposed d e d i c a t e d  
s o l e l y  a s  a s u b s t i t u t e  f o r  t h e  ad  va lo rem t a x  on 
merchand i se  i n v e n t o r i e s .  

2. 	 Under t h i s  p r o p o s a l  e f f e c t  i s  g i v e n  t o  t h e  amount 
o f  p r o f i t  i n  t h e  i n v e n t o r y  a s  w e l l  a s  t h e  t u r n -
o v e r  of t h e  m e r c h a n d i s e ,  t h e r e b y  g i v i n g  much 
g r e a t e r  e f f e c t  t o  t h e  p r i n c i p l e  of a b i l i t y  t o  pay. 

3 .  	 The g o a l  of e q u a l i z a t i o n  and u n i f o r m i t y  i n  t h e  t a x  
burden  on i n v e n t o r i e s  would be more p e r f e c t l y  
a c h i e v e d .  

4. 	 Impor ted  merchand i se  exempt f rom t h e  g e n e r a l  prop-  
e r t y  t a x  would be t a x e d  on a  g r o s s  p r o f i t  b a s i s  
t h e  same a s  any o t h e r  merchand i se .  

5. 	 A d m i n i s t r a t i o n  of  t h e  t a x  on  i n v e n t o r i e s  would be 
much s i m p l i f i e d ,  s i n c e  s a l e s  w i t h i n  t h e  t a x i n g  
j u r i s d i c t i o n  c o u l d  g e n e r a l l y  be  d e t e r m i n e d  and 
v e r i f i e d  and s i n c e  t h e  c o s t  of  s a l e s  c o u l d  be 
checked i n  t h e  manner s t a t e d  above.  R e t u r n s  
f i l e d  on a g r o s s  p r o f i t  b a s i s  c o u l d  be more 
e x p e d i t i o u s l y  a u d i t e d  t h a n  on a n  ad  va lo rem b a s i s .  

6. 	 C o l l e c t i o n  of t h e  t a x  would be g r e a t l y  e x p e d i t e d ,  
s i n c e  t h e  l i c e n s e  t a x  would be computed on and 
r e m i t t e d  w i t h  t h e  l i c e n s e  t a x  r e t u r n .  

7. 	 P r e d e t e r m i n a t i o n  of t h e  t a x  and a g r e a t e r  d e g r e e  
of  c e r t a i n t y  a s  t o  t h e  amount of  t a x ,  r e s u l t i n g  
i n  g r e a t e r  s a t i s f a c t i o n  t o  t h e  t a x p a y e r s  t h e r e b y  
a v o i d i n g  s o u r c e s  of i r r i t a t i o n  between t h e  t a x -
p a y e r  and t h e  t a x  a d m i n i s t r a t o r .  

M r .  M a r t e l  s a i d  t h a t  t h e  o n l y  o b j e c t i o n  t o  s u c h  sys t em of 
t a x a t i o n  i s  t h a t  based  on a b i l i t y  t o  pay it  d o e s  n o t  s p r e a d  t h e  
burden  s o  f a i r l y  and e q u i t a b l y  a s  a n  income t a x  s i n c e  it does  n o t  
a l l o w  f o r  s e l l i n g ,  d i s t r i b u t i v e  and a d m i n i s t r a t i v e  e x p e n s e s .  How-
e v e r ,  many j u r i s d i c t i o n s  p r e s e n t l y  impose an income t a x  and an  
a d d i t i o n a l  one  f o r  t h i s  pu rpose  would be t o o  c o n f u s i n g  and would 
a f f e c t  o t h e r  b u s i n e s s e s  n o t  i n v o l v i n g  i n v e n t o r i e s .  



Subcommittee Recommendations 

1. The subcommittee ha s  c e n t e r e d  i t s  a t t e n t i o n  around t h e  
$axa t i on  of merchandise  and manufac tu r ing  i n v e n t o r i e s .  I n v e n t o r i e s  
c o n s t i t u t e  n e a r l y  h a l f  of t h e  p e r s o n a l  p rope r ty  t a x  base  and it i s  
f o r  t h i s  t y p e  of  p r o p e r t y  t h a t  t h e  need f o r  a change i s  cons ide r ed  
most u rgen t .  S i n c e  t h e  exemption o f  i n v e n t o r i e s  from t h e  p r o p e r t y  
t a x  would be a m a t t e r  f o r  c o n s t i t u t i o n a l  amendment, we have g iven  
c o n s i d e r a b l e  a t t e n t i o n  t o  immediate needs  f o r  improvement i n  t h e  
a d m i n i s t r a t i o n  of t h e  p r e s e n t  t a x .  We have s t u d i e d  t h e  1958 r e p o r t
of t h e  Committee on Assessment Methods, t e s t imony  a t  t h e  h e a r i n g s ,  
and o t h e r  s o u r c e s  of i n fo rma t ion  r e g a r d i n g  i n e q u i t i e s  i n  a s s e s s -
ments.  

The subcommittee recommends l e g i s l a t i o n  which would base  
t h e  a p p r a i s a l  of i n v e n t o r i e s  on t h e  ave r age  of twe lve  monthly 
f i g u r e s ,  d e r i v e d  e i t h e r  from p h y s i c a l  o r  computed i n v e n t o r i e s .  The 
computat ion of i n v e n t o r y  would o f t e n  be under  t h e  " r e t a i l  i n v e n t o r y "  
system 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 .  A b i l l  t o  r e q u i r e  
monthly i n v e n t o r i e s  under r e g u l a t i o n s  p r e s c r i b e d  by t h e  Tax Com- 
miss ion  h a s  been p r epa red  and i s  recommended f o r  c o n s i d e r a t i o n .  

2. The subcommittee r e c o g n i z e s  t h e  need f o r  con t i nued  s t u d y  
of t h e  p e r s o n a l  p r o p e r t y  t a x .  Although t h e  subcommittee ha s  con-
s i d e r e d  v a r i o u s  r ep l acemen t  t a x e s  i n  g e n e r a l  t e rms ,  no i n fo rma t ion  
was a v a i l a b l e  from which t o  de t e rmine  t h e  s i z e  of  t h e  t a x  ba se  and 
t h e  r a t e s  r e q u i r e d  f o r  each of t h e  proposed rep lacements .  The sub- 
committee recommends t h a t  d a t a  be compiled from t h e  S t a t e  Revenue 
Department s o  t h a t  r ep lacement  t a x e s  can  be s t u d i e d  more thoroughly  
i n  t h e  f u t u r e  w i t h  r e f e r e n c e  t o  r a t e s  and revenues .  

3 .  The subcommittee f e e l s  t h a t  t h e  assessment  l e v e l  f o r  
i n v e n t o r i e s  may be  h igh  i n  comparison w i t h  t h e  assessment  l e v e l  f o r  
o t h e r  t y p e s  of p r o p e r t y .  Consequen t ly ,  a  g r a d u a l  e q u a l i z a t i o n  pro-  
gram should  be begun immedia te ly .  



-- 

A B I L L  FOR AN ACT 


R E L A T I N G  TO ASSESSMENT OF MERCHANDISE AND MANUFACTURES, AND TO 

AMEND 137-3-25 AND 137-3-26, COLORADO REVISED STATUTES 1953. 

Be It  Enacted by the G e n e r a l  Assembly of the S t a t e  of Colorado:  

SECTION 1. 137-3-25, Co lo rado  Revised  S t a t u t e s  1953,  i s  hereby 

amended t o  r e a d :  

137-3-25. Averaqe of merchandise .  I n  a s c e r t a i n i n g  t h e  amount 

of moneys o f  any t a x p a y e r  i n v e s t e d  i n  merchandise  o r  i n  manufac tu res ,  

t h e  a s s e s s o r  s h a l l  a s c e r t a i n  t h e  a v e r a g e  amount d u r i n g  t h e  f i s e a a  

CALENDAR y e a r  rep-wk&ek-Cke-tan-is-Ce-be-Aevied E N D I N G  WITH THE LAST 

DAY OF DECEMBER PRECEDING THE ASSESSMENT DATE. The evepage amount 

of money i n v e s t e d  i n  such merchandise  o r  ATmanufac tu res  ~ M P P R ~  

THE END OF EACH OF THE twe lve  CALENDAR months end ing  w i t h  t h e  l a s t  

day of December e ~ - 6 u s k - f i s e a & - y e a ~PRFCEDING THE ASSESSMENT DATE 

s h a l l  be AVERAGED AND THE RESULTING AMOUNT SHALL BE t a k e n  a s  a 

t r u e  measure of  t h e  v a l u e  of  such merchandise  o r  manufac tu res  f o r  

s~eh-$&sea&- yea^ SAID ASSESSMENT DATE; PROVIDED, HOWEVER, THAT IF 

THE TAXPAYER HAS NOT BEEN ENGAGED I N  BUSINESS FOR THE E N T I R E  TWELVE 

MONTHS PERIOD E N D I N G  WITH THE LAST DAY OF DECEMBER PRECEDING THE 

ASSESSMENT DATE,  THEN THE AVERAGE SHALL BE ASCERTAINED AS PROVIDED 

I N  SECTION 137-3-26. P~evieleel~-heweve-.-CkeC N e i t h e r  t h e  te rm 

"merchandise" nor  t h e  t e r m  "manufac tu res"  s h a l l  be deemed t o  i n -

c l u d e  l i v e s t o c k  and a g r i c u l t u r a l  o r  l i v e s t o c k  p r o d u c t s  i n  a raw 

o r  unprocessed  s t a t e ,  e x c e p t  such a g r i c u l t u r a l  o r  l i v e s t o c k  pro-
" 

d u c t s  a s  a r e  h e l d  by a r e t a i l e r  f o r  s a l e  t o  t h e  u l t i m a t e  consumer. 



S E C T I O N  2, 137-3-26, C o l o r a d o  R e v i s e d  S t a t u t e s  1953, i s  h e r e b y  

amended t o  r e a d :  

137-3-26.' Averaqe  o f  moneys i n v e s t e d .  I n  l i s t i n g  t h e  c r e d i t s  

and moneys i n v e s t e d  i n  m e r c h a n d i s e  o r  m a n u f a c t u r e s ,  t h e  p e r s o n  

making t h e  l i s t  s h a l l  s t a t e  t h e  evepege AMOUNT o f  such  moneys and 

c r e d i t s  i n v e s t e d  i n  such  m e r c h a n d i s e  o r  m a n u f a c t u r e s ,  d u p i n g - e a e k  

e e & e ~ d e ~ - m e ~ C h  THE END OF  EACH O F  THE TWELVE MONTHS of  t h eAT 

CALENDAR 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 PRECEDING THE 

ASSESSMENT DATE AND THE AVERAGE O F  SUCH AMOUNTS SHALL RE S E T  FORTH. 

If he h a s  n o t  been  a r e s i d e n t  o f  t h e  c o u n t y  o r  h a s  n o t  been  engaged 

i n  t h e  b u s i n e s s  o f  m e r c h a n d i s i n g  s e - 4 e ~ g  THROUGHOUT SUCH TWELVE 

MONTHS P E R I O D ,  t h e n  h e  s h a l l  + a k e - + h e - e v e p a g e  STATE THE AMOUNT OF 

OF MONEYS AND C R E D I T S  INVESTED AT THE END OF EACH MONTH d u r i n g  

s u c h  + i m e  PERIOD a s  h e  may have  been  s o  r e s i d e n t  o r  engaged  AND 

THE AVERAGE THEREOF SHALL BE OBTAINED; OR I F  HE COMMENCES B U S I N E S S  

AFTER THE LAST DAY OF DECEMBER, HF SHALL STATE THE AMOUNT OF  

MONEYS AND C R E D I T S  INVESTED AT THE END OF  EACH MONTH FROM THE DATE 

OF  COMMENCING B U S I N E S S  TO THE ASSESSMENT DATF; end OR i f  h e  be  

commencing B U S I N E S S  ON THE ASSESSMENT DATE, he  s h a l l  t a k e  t h e  v a l u e  

o f  t h e  p r o p e r t y  on  hand e + - ~ k e - + & m e - e P - & & s + i ~ g  ON THE ASSESSMENT DATE. 

EACH MERCHANT OR MANUFACTURER SHALL F I L E  WITH THE ASSESSOR AN 

A F F I D A V I T  S E T T I N G  FORTH H I S  OPENING AND C L O S I N G  INVENTORY, GROSS 

S A L E S ,  AND COST OF  GOODS SOLD,  TOGETHER WITH A COPY OF  DEPRECIA-  

T I O N  SCHEDULE, AS  SHOWN ON H I S  STATE INCOME TAX RFTURN FOR THF 

LAST CALENDAR OR F I S C A L  YEAR ENDING P R I O R  TO THF ASSESSMENT DATE. 

S A I D  A F F I D A V I T  SHALL BE S T R I C T L Y  CONFIDENTIAL AND SHALL ONLY BF' 



AVAILABLE TO THE ASSESSOR, THE COUNTY BOARD OF EQUALIZATION, AND 

THE STATE TAX COMMISSION. Any p e r s o n  who p u r c h a s e s ,  r e c e i v e s ,  o r  

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

a d d i n g  t o  t h e  v a l u e  t h e r e o f  by any  p r o c e s s  o f  m a n u f a c t u r i n g ,  r e d u c -

i n g ,  e x t r a c t i n g ,  r e f i n i n g ,  p u r i f y i n g ,  o r  by t h e  c o m b i n a t i o n  o f  1-
d i f f e r e n t  m a t e r i a l s  w i t h  t h e  v i ew o f  making g a i n  o r  p r o f i t  by s o  t 
d o i n g  and  by s e l l i n g  t h e  same, s h a l l  b e  h e l d  t o  b e  a  m a n u f a c t u r e r  I 
f o r  t h e  p u r p o s e  o f  a s s e s s m e n t  and  c o l l e c t i o n  o f  t a x e s ,  and he  s h a l l  b 
l i s t  f o r  t a x a t i o n  t h e  a v e r a g e  v a l u e  o f  such  p r o p e r t y  i n  h i s  h a n d s  9 
esCPmaCed I N  THE SAME MANNER a s  m e r c h a n t s  a r e  d i r e c t e d  by s e c t i o n  

137-3025 t o  es+Pma+e STATE t h e  amount i n v e s t e d  i n  merchand i se .  E 
P r o v i d e d ,  however ,  t h a t  t h e  g r a d i n g ,  s o r t i n g ,  c l a s s i f y i n g ,  o r  

p a c k a g i n g  o f  raw u n p r o c e s s e d  a g r i c u l t u r a l  o r  l i v e s t o c k  p r o d u c t s  

s h a l l  n o t  c o n s t i t u t e  one  a  " m a n u f a c t u r e r " .  

SECTION 3. C o n s t i t u t i o n a l i t y  c l a u s e .  I f  any  p r o v i s i o n  o f  
'k 

t h i s  a c t ,  o r  t h e  a p p l i c a t i o n  t h e r e o f  t o  a n y  p e r s o n  o r  c i r c u m s t a n c e s ,  Ie 
i s  h e l d  ' i n v a l i d ,  s u c h  i n v a l i d i t y  s h a l l  n o t  a f f e c t  o t h e r  p r o v i s i o n s  1 
o r  a p p l i c a t i o n s  o f  t h e  a c t  which  c a n  b e  g i v e n  e f f e c t  w i t h o u t  t h e  

i n v a l i d  p r o v i s i o n  o r  a p p l i c a t i o n ,  and  t o  t h i s  end t h e  p r o v i s i o n s  

of t h i s  a c t  a r e  d e c l a r e d  t o  b e  s e v e r a b l e .  

SECTION 4. S a f e t y  c l a u s e .  The g e n e r a l  a s s e m b l y  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  immed- 

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


