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The Leg i s l a t i ve  Council, which i s  composed o f  s i x  Sena-
tors,  s i x  Representatives, plus the Speaker of the House and the 
Ma jo r i t y  Leader o f  the Senate, serves as a cont inuing research 
agency f o r  the 1 egis1 atur,e through the maintenance of a t ra ined  
s t a f f .  Between sessions, research a c t i v i t i e s  are concentrated on 
the study o f  r e l a t i v e l y  broad problems formal ly  proposed by 
l eg i s l a to r s ,  and the pub1 i c a t i o n  and d i s t r i b u t i o n  of factual 
repor ts  t o  a i d  i n  t h e i r  solut ion.  

During the sessions, the emphasis i s  on supplying leg is -
la to rs ,  on i nd i v i dua l  request, w i t h  personal memoranda, prov id ing 
them w i t h  informat ion needed t o  handle t h e i r  own l e g i s l a t i v e  
problems. Reports and memoranda both g ive per t inen t  data i n  the 
form o f  facts, f igures,  arguments, and a1 ternat ives.  
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/s/ 	 Representative Carl Gustafson 
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FOREWORD 


The recommendations of the Colorado Leg is la t i ve  Council 
f o r  1979 appear i n  s i x  separate volumes (Research Publ ica t ion 
Nos. 235 through 240). The repor ts  o f  the Committees on Correc- 
t ions,  Higher Education, Water and Coal S lur ry ,  and Leg is la t i ve  
Procedures are contained i n  Volume Iof Research Publ ica t ion No. 
236. Reports i n  Volume I 1  ( t h i s  volume) o f  Research Publ ica t ion 
No. 236 are from the Committees on Finance - Tax Packaqe, Local 
Government, F i r e  and Pol ice  Pensions, and Jud ic ia ry  -- Inher i -
tance and G i f t  Taxes. 

The Leg i s l a t i ve  Council reviewed the repor ts  contained i n  
t h i s  Volume I 1  (Research Publ ica t ion No. 236) a t  i t s  meeting on 
November 27, 1978. The Leg i s l a t i ve  Council voted t o  t ransmit  a l l  
b i  11 s included herein w i t h  favorable recomnendation t o  the 1979 
Session o f  the General Assembly, except f o r  B i l l  28 from the 
Committee on Local Government which was disapproved by the Leqis- 
l a t i v e  Counci 1. 

The committees and s t a f f  o f  the Leq i s l a t i ve  Council were 
assisted by the s t a f f  o f  the Leg i s l a t i ve  D ra f t i ng  Of f ice  i n  the 
preparat ion o f  b i  11s and reso lu t ions contained i n  t h i s  Vol ume. 
Doug Brown, Becky Lennahan, and Gary Davis assisted the Comnittee 
on Finance - Tax Package; Gary Davis, Dave Doerinq and Matthew 
Flora, the Comnittee on Local Government; Sue Burch, the Comnit- 
tee on F i r e  and Pol ice  Pensions; Becky Lennahan, the Committee on 
Judi c i a  r y  . 

December, 1 978 Ly le  C. K,yle 
D i rec to r  
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LCS kiNAL/klNHNLt 

COMt4ITTEE ON FINANCE - TAX PACKAGE 

The Legislative Council directed the Comni t t ee  on Finance - Tax 
Package to review the effects of five tax package b i l l s  enacted by the 
1978 General Assembly. Specifically, the comni t tee  was charged to: 

a )  Monitor the indexing effects of House Bill 1194, which pro- 
vides that the components of the personal income tax may 
vary according to an annual inflation factor; 

b) Examine the potential effect of the repeal of the surtax as 
provided i n  House Bill 1181 (vetoed by the Governor, May 5, 
1978) ; 

c) Examine the effect of the income tax credit for property . . 

taxes paid on pollution control property -- House   ill 
1111; 

d) Examine the effect of the income tax credit for development 
of business faci 1 i t i es  resulting in employment opportuni- 
t ies  -- House Bill 1191; and 

e )  Examine the effect of deferring collection of ad valorem 
taxes on property owned by the elderly -- House Bill 1112. 

In addition to the above areas of study, on August 4, the 
Legislative Council directed the comnittee to expand i t s  study to  
include a review and clarification of provisions in House Bill 1352 
(the comprehensive property tax law enacted i n  1977) regarding the 
issue of whether personal property should be included in the base year 
concept used to establish real property valuations. 

Commi t tee  Procedure 

To study the effect of House Bills 1111, 1112, 1191, and 1194, 
the comnittee reviewed the provisions of each law, the administration 
of the measures, and their impact on s ta te  revenue. In addition, 
during each meeting the comni t tee heard from the Office of State Plan- 
ning and Budgeting (OSPB) regarding the la tes t  projections on revenue 
receipts and available funds for future tax rel ief .  

Summary of OSPB Reports 

On May 8, shortly af ter  the passage of the "tax package", OSPB 
distributed projections on the impact of the measures upon s ta te  
revenue. These projections were reviewed by the comni t tee  a t  i t s  
f i r s t  meeting. The projected revenue impact of the a r t s  assigned to 
the comni t tee  reads as follows: 



( In  mill ions) 

-Act 	 1978-79 1979-80 1980-81 1981 -82 

H.B. 	 1194 $32.3 $54.2 $80.4 $110.7 
Cash flow e f f ec t  13.5 8.7 10.3 12.0 

H.B. 1181 (vetoed) 	 -- 8.8 9.3ow 

H.B. 1191 	 0.05 0.1 0.2 0.4 

H.B. 1112 

TOTAL 

The remaining portions of the  t ax  package were not included in  
the  comnittee study; however, OSPB included t he  impact of those ac t s  
a s  they formulated projections f o r  revenue rece ip t s  and fu ture  funds 
avai lable  f o r  tax re1 i e f .  

According t o  the  May 8 repor t ,  the  overview of general fund 
revenues and expenditures f o r  t he  next four  f i s c a l  years resul ted i n  
the  following projected addit ional  funds avai lable  f o r  tax  r e l i e f ;  

1978-79: $ 2 mill ion 
1979-80: $-31 mil l ion  
1980-81: $ -5 million 
1981-82: $ 27 mill ion 

As the  interim progressed, OSPB informed the  comnittee of t h e  
strength of the  s t a t e ' s  economy and the increase over previous 
projections of income and s a l e s  t ax  receipts .  By t he  comnittee's 
October meeting, OSPB presented t he  year-end revenue balances f o r  FY 
1978 and the l a t e s t  revenue projections f o r  FY 1979. The revised 
1978-79 est imates were some $65 million higher due t o  exceptionally 
strong growth i n  the Colorado economy, higher i n f l a t i on  than an t ic i -  
pated, and somewhat conservative economic assumptions used f o r  e a r l i e r  
estimates. 

According t o  the  October 17, OSPB estimates,  the overview of 
general fund revenue and expenditures f o r  t he  next four  f i s ca l  years 
resul  t ed  i n  the fol  1 owing projected addit ional  funds avai 1 able  f o r  t ax  
re1ief  : 

1978-79: $101 mill ion 
1979-80: $ 66 mill ion 
1980-81 : $ 66 m i  11 ion 
1981-82: $ 81 mill ion 

Combining t he  $101 mill ion from 1978-79 and t he  $66 million 
from 1979-80, allows approximately $167 mill ion f o r  tax  r e l i e f  by the 
1979 General Assembly. 



House I311 1 11 11 -- Tax Credi t  f o r  Po l l u t i on  Control Property 

Provisions o f  the Act 

This a c t  gives an income tax c r e d i t  equal t o  30 percent of the 
ad valorem taxes paid by an ind iv idua l ,  corporation, o r  pub l i c  u t i l i t y  
on c e r t i f i e d  p o l l u t i o n  cont ro l  property which i s  acquired a f te r  Janu- 
a r y  1, 1970. The bene f i t  a lso appl ies t o  property used f o r  test ing,  
monitoring, o r  sampling, o r  gathering such data as required t o  be col-  
lec ted by p o l l u t i o n  cont ro l  agencies o f  government. Spec i f i ca l l y  
excluded f r o m  the broad de f i n i t i ons  o f  a i r  and water p o l l u t i o n  cont ro l  
property are motor veh ic le  emission con t ro l  devices and res iden t ia l  
sewage disposal systems. The act, as adopted dur ing the 1978 Session, 
i s  on ly  appl icable f o r  the taxable year 1979. 

The deadline f o r  f i l i n g  a request w i t h  the s ta te  Department of 
Health f o r  c e r t i f i c a t i o n  o f  pol l u t i o n  con t ro l  property was September 
30, 1978. The department i s  responsible f o r  determining e l i g i b i l i t y ,  
b u t  i s  a1 lowed the d isc re t ion  t o  c e r t i f y  a1 1, a part ,  o r  none of the 
property, except t ha t  property required by governmental agencies o r  
cour t  order i s  t o  be c e r t i f i e d  f o r  i t s  e n t i r e  value. The appl icat ion 
fee f o r  requesting c e r t i f i c a t i o n  i s  $25; and upon issuance o f  a 
c e r t i f i c a t e ,  the appl icant  pays any add i t iona l  amount establ ished by 
the department t o  cover i t s  costs i n  determining e l i g i b i l i t y .  

I f  the heal th  department denies a request, i n  whole o r  i n  part,  
the appl icant  may f i l e  a w r i t t e n  objection, and the department must 
grant  a hearing. F ina l  determinations by the department are subject 
t o  j u d i c i a l  review. 

Projected F isca l  Impact 

P r i o r  t o  enactment o f  the b i l l ,  the f i s c a l  impact o f  the mea- 
sure fo r  FY 80 was projected t o  be 9.9 m i l l i on .  The heal th  department 
reported t o  the c o m i t t e e  t h a t  by the September appl icat ion deadline 
some GO appl icat ions were made. The t o t a l  value o f  the p o l l u t i o n  con- 
trol property upon which c e r t i f i c a t i o n  was requested exceeded $198.5 
m i l l i on .  Ifthe department c e r t i f i e s  a l l  o f  the requests, the f i s ca l  
impact could approach $400,000 o r  approximately one h a l f  o f  the i n i -  
t i a l  f i s c a l  note. 

Proposed Amendments t o  the Act  -- B i l l s  16, 17, and 18 

The comnittee f inds  t ha t  several sections o f  the ac t  should be 
amended and, as a resu l t ,  recomnends B i l l s  16, 17, and 18. The amend- 
ments make more spec i f i c  the d e f i n i t i o n s  o f  a i r  and water po l l u t i on  
cont ro l  property; more equi tab ly  d i s t r i b u t e  the  cost  o f  conducting the 
c e r t i f i c a t i o n  process; a l low the taxpayer a choice o f  when he claims 
the c r e d i t  provided by the act; and extends the l i f e  o f  the measure 
for  more than one taxable year. 



B i l l  16 -- D e f i n i t i o n  o f  p o l l u t i o n  cont ro l  property. Although 
the a  d  g  i  t  from the 
measure have experienced few problems w i t h  o f  the act, both 
groups concluded t h a t  the d e f i n i t i o n s  o f  a i r  and water p o l l u t i o n  con-
t r o l  propert ies should be c l a r i f i e d  and made more spec i f ic .  While the 
amendment spec i f ies  what po l  1 u t i on  con t ro l  propert ies are, i t  a lso 
spec i f i es  what propert ies do not  f a l l  w i t h i n  the de f i n i t i on .  The 
comnittee concludes t h a t  property t h a t  i s  v o l u n t a r i l y  i n s t a l l e d  -- an 
i n te rna l  exhaust fan, f o r  example -- f o r  the  so le  use o f  the business- 
man o r  h i s  personnel, should no t  be c e r t i f i e d .  Nei ther should a 
f a c i l i t y  which i s  on ly  p a r t i a l l y  used t o  abate p o l l u t i o n  be t o t a l l y  
c e r t i f i e d .  

B i l l  17 -- Extending the l i f e ,  o f  the act, and a l lowing c r e d i t  
on tax  assessed. As adopted, the ac t  took e f f e c t  on Ju ly  1, 1978, and' 
appl ies on ly  t o  the taxable year beqinninq on January 1, - 1979. The-
ac t  fu r the r  provides t h a t  the c r e d i t  against- the income tax  i s  t o  be 
based on general property taxes a i d  f o r  the taxable year. The net  
e f f e c t  of such a provis ion,  tak ing f-n t o  account the t imetable appl ied 
i n  Colorado f o r  the assessment of property (dur ing one year), the pay- 
ment o f  taxes on t h a t  property (dur ing the fo l low ing  year), and the 
c la iming o f  an income tax c r e d i t  ( i n  the  t h i r d  year), r esu l t s  i n  an 
unnecessarily long delay i n  r e a l i z i n g  a tax  benef i t .  The amendment 
changes such a process by s t a t i n g  that ,  a t  the opt ion of the taxpayer, 
the c r e d i t  against income taxes may he based on taxes assessed f o r  a 
c e r t a i n  year o r  on taxes a c t u a l l y  paid. The a m e n d m m  extends 
the l i f e  o f  t h e T i l l  f o r  an i n d e f i n i t e  per iod and provides t h a t  by 
January, 1981, the Department of Revenue, the Department of Health, 
and the D iv i s ion  o f  Property Taxation are t o  r epo r t  t o  the General 
Assembly on t h e i r  experience i n  implementing the act. These repor ts  
are  t o  contain comments and recomnendations an the law. 

B i  11 18 -- Sharing the costs o f  administer ing the act. For the 
f i r s t  year's admin is t ra t ion o f  the act, the Department o f  Neal th  was 
appropriated $65,980 i n  cash funds. Act ing on the advice of l ega l  
counsel, the department charged each appl icant  the s ing le  $25 fee set  
by statute,  a1 though i n  many instances a s i ng le  app l i ca t ion  contained 
several s i t e s  and f a c i  1 it ies .  The s ta tu te  provides t h a t  a f t e r  inspec- 
t i o n  o f  the property f o r  which c e r t i f i c a t i o n  i s  requested, an addi-
t i ona l  fee may be charged t o  cover expenses incur red by the depart- 
ment, bu t  on ly  i f  c e r t i f i c a t i o n  i s  granted. The s ta tu tes a lso provide 
t h a t  the department bear the e n t i r e  cost  of the appeal procedure se t  
f o r t h  i n  the law. As a r e s u l t  o f  the f i r s t  months o f  admin is t ra t ive  
experience w i t h  the act, and presuming the General Assembly w i l l  con-
t inue  t o  cash fund the program, the  comni t t e e  recomnends t h a t  the 
fo l low ing  changes be adopted as a means o f  sharing costs on a more 
equi tab le  basis: 

-- the $25 fee should apply t o  each p l an t  s i t e  comprising the 
appl i c a t i o n  f o r  certification. 

-- i f  an appl i c a n t  appeals the department's decision t o  deny 
ce r t i f i ca t i on ,  he should pay the actual  costs o f  the appeal process if 



the denial i s  upheld, whether i n  whole o r  i n  part. 

The ac t  cur ren t ly  provides tha t  the Department o f  Health n o t i f y  
county assessors when a request f o r  c e r t i f i c a t i o n  i s  granted. With 
the agreement o f  the state 's property tax administrator, the comnittee 
recommends t h a t  instead the Department o f  Health no t i f y  the property 
tax administrator o f  ce r t i f i ca t i ons .  The administrator maintains a 
constant 1 i n e  o f  comnunication w i th  loca l  assessors. 

House B i l l  11 12 -- Property Tax Deferral f o r  Senior Ci t izens 

Provisions of the Act 

The ac t  authorizes deferred co l  l e c t i o n  o f  property taxes on 
homesteads owned by the elder ly.  A person 65 years o f  age o r  older 
may e lec t  t o  receive the benefits o f  t h i s  ac t  by f i l i n g  a claim w i th  
the county treasurer between January 1 and Apr i l  1. To qua l i f y  f o r  
deferra l  : 1) the property must be the homestead o f  the taxpayer; 2) 
the taxpayer must own o r  be purchasing the fee simple estate; 3) the 
property must not  be income-producing; 4) a l l  property taxes f o r  p r i o r  
years must be paid; 5) the property must no t  be subject t o  any 1 ien 
the terms o f  which are d ic ta ted by federal law, rule, o r  regulat ion 
p roh ib i t ing  deferra l  ; and 6) the value o r  equi ty o f  the property must 
be su f f i c i en t  t o  pay the 1 ien  established by the deferral .  

Under provisions o f  the law, deferred taxes are a f i r s t  l i e n  
f o r  the f i v e  years fol lowing execution o f  a mortgage. Deferred taxes 
become subordinate t o  the mortgagee's claims on mortgages dated more 
than f i ve  years p r i o r  t o  the year f o r  which deferra l  i s  claimed. The 
ac t  p roh ib i ts  inc lus ion o f  a clause i n  any mortgage, deed o f  t rust ,  o r  
contract  o f  sale which would bar the owner from deferr ing h i s  property 
tax f o r  any year beginning more than f i v e  years a f t e r  the end o f  the 
calendar year i n  which the mortgage, deed o f  t rus t ,  o r  contract  o f  
sa le  was executed. However, the ac t  does permit the mortgagee t o  
execute a separate instrument which provides tha t  the mortgagor prom-
ises not t o  defer h i s  taxes f o r  any year; although the mortgagor i s  
authorized t o  rescind such an agreement w i t h i n  three days fol lowing 
i t s  execution. 

The ac t  speci f ies the procedures by which the deferra l  mecha- 
nism operates, inc lud ing payment by the State Treasurer t o  county 
treasurers. The law also speci f ies the condit ions under which the 
deferred taxes become payable; the form o f  deferra l  notices which must 
be f i l e d  annually by the taxpayer; the procedure t o  be followed by the 
State Treasurer i n  maintaining deferra l  accounts and ca lcu lat ing 
i n te res t  (e igh t  percent) thereon; and the process followed i n  fore- 
c los ing on deferred tax 1 lens. 

The ac t  becomes e f fec t i ve  on February 28, 1979. It requires 
tha t  the State Treasurer submit, by May 1 o f  each year, a repor t  t o  
the General Assembly concerning the act. For FY 79, $800,000 was 



appropriated t o  implement the measure. 

Issues Discussed by the Comni t t e e  

A ma jo r i t y  o f  the co rn i t tee 's  time dur ing the 1978 i n t e r i m  was 
devoted t o  discussing t he  p rov is ion  o f  House B i l l  1112 and the issues 
ra ised by the  act. The range o f  issues discussed included questions 
regarding the c o n s t i t u t i o n a l i t y  o f  the act; whether p r i va te  lending 
i n s t i t u t i o n s  would serve as mortgagees wi thout  changes t o  the law; the 
react ion o f  federal  lenders and secondary purchasers o f  loans t o  the 
measure; whether the  regulat ions o f  federa l  agencies requ i r ing  the 
escrowing o f  taxes would i n d i r e c t l y  p r o h i b i t  the de fe r ra l  of taxes; 
the f i s ca l  impact o f  the act; how recept ive senior  c i t i zens  are t o  the 
act; and whether the cur rent  s t a t e  programs o f  property tax  r e l i e f  f o r  
senior  c i t i z e n s  are more workable and appropr iate than House B i l l  
11 12. 

ected f i s c a l  impact. The f i s c a l  note t h a t  accompanied 
1112 through the General Assembly pro jec ted the cost  o f  the 

ac t  t o  be $1 .lm i l l i o n  for  FY 79. ~epresen ta t i ves  o f  senior  c i t i zens  
groups t h a t  appeared before the comnittee dur ing the i n te r im  stated 
t h a t  most senior  c i t i z e n s  do no t  p lan t o  take advantage o f  the  oppor-
t u n i t y  t o  defer  property taxes, Generally, o lde r  c i t i zens  are 
offended by the thought o f  a tax  l i e n  on t h e i r  estate, and are con-
fused over the provis ions o f  the act. Also, a review o f  the impact of 
the s ta te ' s  aged and disabled property t ax  c r e d i t  o r  refund law i n d i -  
cates t h a t  the  low income e l d e r l y  w i t h  incomes under $6,500 were 
rece iv ing  almost t o t a l  property tax  r e l i e f  p r i o r  t o  the enactment o f  
House B i l l  1112. 

The data obtained from other  s ta tes author iz ing deferred 
co l  1 ec t ion  o f  property taxes (Cal if o r n i  a, F lo r ida,Oregon, and V i  r-
g in i a )  ind icates t ha t  the de fe r ra l  program has no t  been used t o  a 
great  ex tent  i n  terms o f  e i t h e r  number o f  pa r t i c i pan t s  o r  the amount 
o f  proper ty  taxes deferred. I n  Cal i fo rn ia ,  f o r  the per iod 1977-78, 
1.6 percent o f  the  e l i g i b l e  e l de r l y  pa r t i c i pa ted  i n  the de fe r ra l  pro- 
gram. I n  Oregon, 1 ess than two percent u t i  1 ized the  de fe r ra l  prov i-
s ion i n  1978. 

issues : 

1. May e l d e r l y  persons who q u a l i f y  f o r  deferred property taxes 
and the s ta te ' s  income tax c r e d i t  f o r  property taxes law c la im both 
benef i ts  f o r  a s i ng le  year? The response was t h a t  q u a l i f i e d  e l d e r l y  
persons are e n t i t l e d  t o  both benefi ts. 

2. Does the de fe r ra l  o f  taxes i n  e f f e c t  cons t i t u t e  a loan by 
the s ta te? I f  the s t a t e  assumes the r o l e  as a lender, i s  the s ta te  i n  
v i o l a t i o n  o f  A r t i c l e  X I ,  Section 1 of the s ta te  const i tu t ion,  and are 



consumer d isc losure requirements o f  p a r t  3, a r t i c l e  3, t i t l e  5, C.R.S. 
1973, appl icable? F ina l l y ,  are any of the provis ions of the federal 
Truth i n  Lending Act appl icah le? I n  response, the Attorney General 
reported t ha t  i t  docs not appear tha t  the ac t  v io la tes  the s ta te  con-
s t i t u t i o n  since there i s  no pledge o f  c r e d i t  o r  lendinq o f  c red i t .  
The second reason f o r  i t s  c o n s t i t u t i o n a l i t y  i s  t h a t  there w i l l  be no 
mingl ing o f  pub l i c  funds w i th  p r i va te  funds; and t h i r d ,  a v a l i d  pub l i c  
purpose i s  presumably being fur thered by the act. It was suggested by 
the Attorney General that, i n  regard t o  the t h i r d  point,  a l e g i s l a t i v e  
dec lara t ion d e t a i l i n g  the ac t ' s  pub1 i c  purpose should be included i n  
the law. 

Under the Truth and Lending Act and the Uniform Consumer Cred i t  
Code, taxes are excluded because they are non-consentual obl  ioat ions.  
However, House B i l l  11 12 does provide an op t ion  -- tax defer ra l .  
Therefore, deferred property taxes would cons t i t u t e  a debt and be 
subject  t o  the Truth and Lending Act and the UCCC. Governmental agen- 
c i es  are  subject  t o  the Truth and Lending Act when they assume the 
r o l e  of c red i to r .  However, there i s  another prov is ion i n  the a c t  t ha t  
exempts governmental e n t i  t i e s  from 1 i a b i l  ity  f o r  f a i  1 ure t o  comply 
w i t h  the ac t  ( there i s  no such exemption i n  the UCCC). Currently, 
House B i l l  1112 cannot comply w i t h  the Truth and Lending Act. For 
example, there i s  no mechanism t o  a l low a three day r i q h t  of resc is-
sion. 

I n  the opinion o f  the Attorney General, t o  comply w i t h  the 
UCCC, the s ta te  would have t o  conform t o  the disclosure requirements, 
i nc lud ing  the three day r i g h t  of rescission.  I n  addi t ion,  if the 
e f f e c t i v e  annual i n t e r e s t  r a t e  exceeds 12 percent, the State Treasurer 
i s  required t o  be 1 icensed as a c red i to r .  

Regarding the e i gh t  percent annual i n t e r e s t  r a t e  i n  House R i l l  
1112, the State Treasurer i s  subject  t o  the i n t e r e s t  ra tes  allowed 
under the UCCC. The maximum ra tes  are 18 percent on 1 arge amounts and 
36 percent on small amounts. The problem i n  the ac t  i s  the number of 
months i n t e r e s t  can accrue. For example, the de fe r ra l  could be f i l e d  
on March 31. The i n t e r e s t  i s  r e t r oac t i ve  t o  January 1. The taxpayer 
could receive a tax  refund and decide t o  pay h i s  property taxes May 1, 
which he deferred on March 31. The de fe r ra l  would be i n  e f f ec t  one 
month, but  the i n t e r e s t  would have accrued f o r  fou r  months. There-
fore, the e f f e c t i v e  annual i n t e r e s t  r a t e  would be 32 percent. ( I n t e r -
es t  f o r  one month equals 213 o f  one percent. Two-thirds of one per-
cent  accruing f o r  4 months, January - Apr i l ,  equals 2 213 percent 
i n t e r e s t  a c t u a l l y  charged f o r  the one month the de fe r ra l  was i n  
e f f ec t .  Two and two-th i rds percent, times 12 months, equals 32 per-
cent e f fec t i ve  annual i n t e r e s t  ra te ) .  To solve t h i s  problem, i t  was 
suggested t ha t  the i n t e r e s t  should accrue upon the f i l i n g  of a v a l i d  
tax  deferral c la im o r  when the deferred taxes are paid by the state.  

F i r s t  l i e n  provision. One o f  the main issues discussed by the 
committee was the p r i o r i t v  o f  the s ta te ' s  l i e n  f o r  deferred taxes. 
The pos i t i on  of the lend ing i n s t i t u t i o n s  i n  Colorado, as was the case 
i n  Oregon p r i o r  t o  the amendment o f  t h e i r  law i n  1977, i s  t h a t  a 



state 's  f i r s t  lien for deferred taxes places in jeopardy the prior 
lien of the lender on a homestead. California and Oregon laws provide 
that the deferred taxes create a lien which i s  subordinate to the 
mortgage lien under the so-called " f i r s t  in time, f i r s t  in r i ~ h t "  
procedure. Virginia provides a f i r s t  1ien for deferred taxes, as lonq 
as the total t a x  lien does not exceed 10 percent of market value of 
the homestead. Florida qrants the s ta te  a f i r s t  1 ien for deferred 
taxes, b u t  a homeowner must have a t  least  30 percent equity in the 
home and the total amount of a l l  liens against the property, including 
the deferral 1ien, cannot exceed 85 percent of the property's assessed 
val ue. 

I n  response to an inquiry from the connittee, special counsel 
for the Federal Home Loan blortgaqe Corporation and the Federal 
National Mortgage Association, both purchasers of mortgages in the 
secondary market, stated that they d i d  not believe that any law, rule, 
or regulation imposed by these institutions prohibits the deferral of 
real property taxes. They noted that whi 1e "some deeds of trust  pur-
chased by FHLMC or FNMA will be affected by the Act, neither Corpora- 
tion feels that the fact  alone should stand in the way of such legis-
lation". 

Escrowing requi rernents. Another question discussed by the 
committee was whether escrowing requirements on the part of some fed-
eral agencies would indirectly prohibit the deferral of taxes. 
Section 39-3.5-103 (1 ) (e)  of House Bill 1112 provides t h a t  in order 
for property to qua1 i fy for tax deferral, such property "must not be 
subject to any 1ien, the terms of which are dictated by federal law, 
rule, or regulation prohibiting deferral of taxes". 

The Department of Housing and Urban Development ( W D )  requires 
escrowing of property taxes under FHA mortgages. However, this  
requirement was modified by HUD for tax deferral in Oregon. Annual 
escrow requirements were waived by HUD in Oregon, provided that the 
mortgagee holds an amount equal to one year's taxes in an  escrow 
account as a protective measure against the possibility that tax 
deferral i s  terminated. 

The Veteran's Administration (VA) does not require escrowing; 
however, a11 of their mortgaqes, deeds of t rus t  and other standard 
forms provide for  escrowinq property taxes. Local savings and loans 
are governed by the Federal Home Loan Bank Board (FHLBB) .  The FHLBR 
requires escrowing when the loan-to-value rat io i s  greater than 00 
percent. Although no written response was received from the FHLRB, 
representatives of the board indicated orally that this requirement 
may be modified to enable tax deferral. 

Representatives of Colorado savinqs and loan institutions 
stated that the problem with escrowinq i s  not restricted to the leqal 
requirements of FtILllR b u t  also concerns the availability of funds for 
home loans in the future. The institutions are of the opinion that 
waiving the escrow requirement may severely jeopardize the sale of 
Colorado loans on the secondary market. Colorado i s  a short capital 



state, therefore i t  i s  necessary t o  s e l l  mortgases on the secondary 
market. I f  Colorado mortgages become subordinate t o  a deferred t ax  
l i e n  and a l l  the other s ta tes '  mortgages are f i r s t  l iens,  not  subordi- 
nated by deferred taxes, the pos i t i on  o f  Colorado mortqases on the 
secondary market may not  remain competit ive. 

Proposed Amendments t o  the a c t  -- B i l l s  19 and 20. As a r e s u l t  
o f  the testimony and comnittee discussion on House B i l l  1112, the 
comnittee adopted a recomnendation which s ta tes t h a t  ifthe bene f i c ia l  
changes provided f o r  i n  B i l l  19 are no t  adopted by the e f f e c t i v e  date 
of the act, February 28, 1979, the General Assembly should repeal the 
e n t i r e  law (repeal i s  provided i n  B i l l  20). The comnittee suggests 
t ha t  there may be be t t e r  ways t o  r e l i e v e  the property tax  burden on 
senior  c i t i z e n s  than deferral .  The comnittee i s  concerned over the 
lack o f  support among those e l i g i b l e  t o  bene f i t  from the law, and the 
a t t i t u d e  t h a t  implementation of House B i l l  1112 erodes support fo r  
continued broadeninq o f  bene f i t s  under the  s ta te ' s  property tax  c r e d i t  
law. 

The major prov is ions of B i l l  19 are: 

1) The ac t  now provides t h a t  i f  the  qua1 i f i e d  taxpayer owns 
the property o r  owns the  property as a j o i n t  tenant w i t h  a spouse, the 
property i s  e n t i t l e d  t o  defer ra l .  The b i l l  addresses the issue o f  
j o i n t  ownership o r  tenancy i n  comnon between taxpayers otherwise qual- 
i f i e d  who are unrelated o r  are re l a ted  o ther  than as husband and wife, 
by s t a t i n g  t h a t  such property i s  a lso e n t i t l e d  t o  defer ra l .  

2) The b i l l  includes i n  the d e f i n i t i o n  o f  "homestead" r es i -
dents w i t h i n  a mu1 t i u n i t  b u i l d i n g  (e.q., condominiums). 

3) The b i l l  repeals the s ta te ' s  f i r s t  l i e n  r i q h t  f o r  deferred 
taxes, thus making the s ta te 's  l i e n  f o r  deferred taxes subordinate t o  
the lender 's mortgage l i e n  under a " f i r s t  i n  time, f i r s t  i n  r i g h t "  
p r i o r i t y .  

4) The law i s  amended t o  provide t h a t  i n t e r e s t  sha l l  accrue on 
deferred taxes beginning May 1 and t h a t  the i n t e r e s t  sha l l  be com- 
pounded annually. The a c t  now provides t h a t  i n t e r e s t  accrues from the 
beginning o f  the year. The law i s  cu r ren t l y  s i l e n t  on whether the 
i n t e r e s t  i s  t o  be compounded annually. 

5) The b i l l  s tates t ha t  the State Treasurer sha l l  pay the 
county t reasurers the  amount o f  deferred taxes due those l oca l  en t i -
t i e s  on o r  before A p r i l  30. 

6) The annual no t i ce  t o  the taxpayer asking ifhe wishes t o  
defer  taxes f o r  another year w i l l ,  under provis ions o f  the amendment, 
spec i fy  the  amount o f  taxes (and i n t e r e s t )  which the taxpayer has 
deferred t o  date. 

7) The b i l l  s tates t h a t  a q u a l i f i e d  taxpayer who has continu-
ously deferred taxes should not  be required t o  pay h i s  deferred taxes 



and i n t e r e s t  i f  he does any of the fo l lowing:  

a. subsequently decides no t  t o  continue defer ra l ;  o r  

b. has discontinued de fe r ra l  because h i s  proper ty 's  ne t  val ue 
o r  equ i t y  i s  not  s u f f i c i e n t  t o  pay o f f  the s ta te ' s  l i en ;  o r  

c. continuously defers taxes, then discontinues defer ra l  and 
pays h i s  cur rent  taxes, and then claims de fe r ra l  again. 

8) When a taxpayer dies, the b i l l  s ta tes  t ha t  even thounh a 
su rv iv ing  spouse does no t  meet the age requirements o f  the act, a 
l i a b i l i t y  i s  not  establ ished f o r  the prev ious ly  deferred taxes unt f  1  
the spouse's death o r  any o ther  event occurs which requires payment 
under the act. 

Homestead Exemption f o r  Senior C i ti tens and the Disabled 

During the inter im, the comnittee received permission from the 
Leg i s l a t i ve  Council t o  extend the scope o f  i t s  o r i g i n a l  d i r e c t i v e  t o  
inc l  ude examination o f  the homestead exemption concept. Thi s  study 
was t o  be a  p a r t  o f  the review o f  House B i l l  11 12, the property t ax  
de fe r ra l  a c t  f o r  senior  c i t i zens .  As a  r e s u l t  o f  i t s  examination o f  
the homestead exemption concept, the comni t t e e  recommends B i  11 21 , a 
concurrent resolut ion.  The reso lu t ion  establ ishes an ad valorem prop- 
e r t y  homestead exemption o f  $2,000 f o r  res ident  ia1 property occupied 
by a person who i s  s i x t y - f i v e  years o f  age o r  o lder  o r  who i s  d is-  
abled, and w i t h i n  spec i f i ed  income l i m i t s  establ ished by the General 
Assembly. Under provis ions o f  the proposed cons t i t u t i ona l  amendment, 
the General Assembly would def ine " res iden t ia l  property" and "dis-
abled", i n  add i t i on  t o  es tab l i sh ing  income l i m i t s  fo r  those who 
receive the exemption. 

House B i l l  1191 - The Job Expansion 
and Investment Cred i t  Act o f  1978 

Provisions o f  the Act 

The act  provides a  ten-year income tax  c r e d i t  f o r  the estab-
l ishment o f  a "new business f a c i l  i t y n ,  "separate f a c i l i t y " ,  o r  "new 
f a c i l i t y "  as defined i n  the act. The c r e d i t  i s  $50 per new business 
f a c i l i t y  employee (minimum o f  f i v e  employees) and $50 per each 
$100,000 ( o r  major f r a c t i o n  thereof)  i n  new business f a c i  1  it y  invest-
ment. This c r e d i t  i s  doubled i n  counties w i t h  less  than 50,000 popu-
la t ion .  The c r e d i t  cannot exceed 50 percent o f  the  f a c i l i t i e s '  income 
tax l i a b i l i t y .  Nei ther may the c r e d i t  be appl ied t o  the establishment 
o r  expansion o f  a  pub l i c  u t i l i t y .  The a c t  permits a  taxpayer t o  defer  
the comnencement o f  h i s  ten-year c r e d i t  f o r  up t o  three years. It 
a lso al lows a taxpayer t o  pass any remainder o f  the c r e d i t  t o  the 
s ta te  o r  d i s t r i bu tee  upon death. 



Generally, a 'new business fac i  1 i t y "  i s  defined as a 
revenue-producing enterpr ise acquired o r  leased t o  the taxpayer a f t e r  
Ju ly  1, 1978, and p r i o r  t o  December 31, 1981. Any f a c i l i t y  i n  the 
hands o f  a taxpayer for  the sole purpose o f  leasinq the f a c i l i t y  i s  
not  e l i g i b l e  f o r  the credi t .  The f a c i l i t y  cannot be a replacement 
business f a c i l i t y  o r  be previously operating imnediately p r i o r  t o  a 
t ransfer  of t i t l e .  

Ifa f a c i l i t y  no t  const i tu ted as a 'new business f a c i l i  t.y" i s  
expanded, the expansion i s  considered a "separate f a c i l i t y " ,  e l i g i b l e  
for  the credi t ,  i f  the investment exceeds one m i l l i o n  do l la rs  or, i f  
less, i t  i s  100 percent o f  the investment i n  the o r i g i n a l  f a c i l i t y  and 
otherwise qua l i f ies  as a new business f a c i l i t y .  

"Replacement business faci  1 it i es "  are not e liq i  b l e  for the 
credi t .  A "new f a c i l i t y "  i s  ca l l ed  a "replacement business f a c i l i  t y "  
if the taxpayer operated the o l d  f a c i l i t y  for three out of f ive pre-
ceding years and the new operation remains iden t ica l  o r  s im i l a r  t o  the 
previous operation. A "new f a c i l i t y "  i s  e l i g i b l e  for  the c r e d i t  ifi t  
i s  not  c l ass i f i ed  as a "replacement business f a c i l i t y "  and the 
taxpayer's investment i n  the 'new f a c i  1 it y "  exceeds three m i  1 1 ion  
do l la rs  or, ifless, 300 percent of the investment i n  the o l d  f ac i l -
ity. 

A taxpayer e n t i t l e d  t o  the c r e d i t  may e lec t  t o  defer the com- 
mencement of the ten-year c r e d i t  period up t o  three years following 
the s t a r t  o f  comnercial operations. If he e lects  t o  defer, the tax- 
payer no t i f ies  the Department o f  Revenue. The act a lso provides 
procedures f o r  the t ransfer  o r  re tent ion of the c r e d i t  ifa new busi- 
ness f a c i l i t y  i s  leased t o  o r  acquired by a re la ted  taxpayer. If a 
f a c i l i t y  i s  closed during the ten-year period i n  which the c r e d i t  i s  
a1 1 owed, but  the business resumes a c t i v i t i e s  w i  t h i n  the ten-year 
period, the ac t  allows the Department of Revenue t o  grant the taxpayer 
the remainder o f  the c r e d i t  f o r  reasonable cause. 

Issues Discussed by the Committee 

Since House B i l l  1191 i s  bas ica l l y  iden t ica l  t o  a law enacted 
i n  Kansas, the comnittee was interested i n  receiv inq f i s c a l  data on 
the implementation o f  tha t  act. The data received from Kansas 
i l l u s t r a t e d  tha t  i n  1976, the f i r s t  year o f  implementation, only 15 
claims were f i l ed ,  amounting t o  about $25,000. M i t h  incomplete f iq -  
ures f o r  1977, the number o f  claims has r i sen  t o  40, amounting t o  
nearly $87,000. The projected revenue loss t o  Colorado as a resu l t  of 
the implementation o f  House R i l l  1191 i s  $50,000 for FY 1979 and 
$100,000 f o r  FY 1980. 

Another issue discussed by the comnittee during the in te r im was 
the credi t ,  both i t s  need and i t s  amount. During testimony before the 
comni t t ee  , representatives o f  industry, independent business, and 
chambers o f  commerce recomnended an increase i n  the $50 c r e d i t  t o  pro- 
vide addi t ional  incent ive f o r  new development and expansion. Some 



committee members questioned the need of a larger credit,  or the 
present credit,  as an incentive to business development and expansion
due to the growth and strenqth of Colorado's economy. Reqardless of 
the size of the credit,  the committee suggested that the adoption of 
House Bill 1191 created a renewed 'pro-business attitude" in Colorado. 

Proposed Amendments to the Act -- Bill 22 

The comi t tee  did adopt several technical chanqes which are 
offered as Bill 22. The bi l l  extends the termination date from Decem- 
ber 31, 1981, to December 31, 1983; reduces the number of new business 
fac i l i ty  employees required to claim the credit from five to two; and 
revises the method used to calculate the "property factor" provided i n  
the act. 

The act  was extended to allow more time to accomnodate the 
mechanics of locating or expanding a business, particularly new con-
struction. Testimony indicated that a taxpayer who becomes aware of 
the credit may not have enough time to construct or  expand a faci l i ty  
and comnence operations before December 31, 1981. The extension also 
provides additional time to assess the fiscal impact of the law. 

Reducing the number of required new business faci 1 i t y  employees
from five to two was intended to a1 low more small businesses an oppor-
t u n i t y  to ut i l ize  the credit,  a1 thouqh those who test if ied indicated a 
preference for el i m i n a t i n q  the minimum employee requirement and a1 1 ow- 
ing the credit for each new job created. 

In the calculation of new business faci l i ty  income, the comnit- 
tee approved a change from "average value" of the taxpayer's real and 
tangible personal property to "original costu, since "average value" 
would be d i  ff  icul t to calcul ate and continual ly fluctuate, whereas, 
"original cost" i s  a known amount that requires no calculation and 
will not fluctuate. 

Assessment of Personal Property 

Background 

In 1977, the General Assembly passed House Bill 1452, a compre-
hensive bil l  concerning property taxation. The act created a 
four-year assessment framework (also referred to as the base year con- 
cept) w i t h i n  which county-wide revaluations of -real and ersonal prop- 
erty are to be prepared and implemented. t eGenerally,57concept
freezes levels of value for real and personal property to a base year 
(currently 1973) in determining value for assessment purposes. The 
following four years, levels of value are se t  for the next base year. 

Since personal property was incl uded i n  the four-year assess-
ment framework, the s ta te  property t a x  administrator and the majority 



of county assessors stopped depreciat ing personal property a f t e r  the 
base year. Because o f  the r e s u l t i n g  confusion over the i n t e n t  and 
appl i c a t i o n  o f  the act, the s ta te  property tax  admini s t r a t o r  requested 
counsel from the Attorney General. The Attorney General concluded 
t h a t  personal property was -not  e n t i t l e d  t o  annual depreciat ion i n  the 
per iod between the base years. Accordinq t o  the provis ions of House 
B i l l  1452, r ea l  and personal property are e n t i t l e d  t o  depreciat ion 
on ly  when the seven fac to rs  (one of which i s  "current  replacement 
cost, new, less depreciat ion")  are used t o  determine actual  value. 
The Attorney General s ta ted t h a t  the seven factors, i nc lud ing  depreci- 
at ion,  cannot be appl ied between the base years. 

During the second special session o f  1978, the General Assembly 
attempted t o  def ine 1 e q i s l  a t i v e  i n t e n t  regarding personal property and 
depreciat ion under the a c t  by adopting Senate J o i n t  Resolution 2. I n  
part,  the reso l  u t i on  

That, i n  employing the words " leve l  o f  valuen i n  
House B i l l  No. 1452 the General Assembly intended t ha t  
the determination o f  actual  value o f  personal property 
fo r  a l l  years would take i n t o  account depreciat ion i n  
value ( loss  i n  value f r o m  a l l  causes) including,  bu t  no t  
1i m ited  to, funct iona l  aria economic obsolescence -and 
normal wear and tear. 

A f t e r  the adoption o f  S.J.R. 2, the s ta te  property tax adminis- 
t r a  t o r  requested a second opinion from the Attorney General reqarding 
the impact o f  the reso lu t ion  upon the December 19 opinion. I n  
response, the Attorney General r e a f f  irmed h i s  ea r l  i e r  statement. 

The Issue 

On August 4, 1978, the Leg is la t i ve  Council d i rec ted the commit- 
tee t o  review and c l a r i f y  the provis ions o f  House B i l l  1452 regarding 
personal proper ty  and the base year concept. The issue before the 
comnittee was whether t o  amend House B i l l  1452 t o  a l low annual 
depreciat ion o f  personal property between the base years. The comni t-
tee was a lso concerned about where the t ax  burden would s h i f t  ifper-
sonal property was removed f r o m  the base year concept. 

Testimony supported the removal o f  personal property from the 
four-year assessment framework. The r e s u l t i n g  e f f e c t  of removing per- 
sonal property from the base year concept would be t o  a l low personal 
property annual depreciat ion. The move would bene f i t  shor t  l i f e  
equipment which depreciates quickly.  

Amendment t o  the Act  -- B i l l  23 

To s a t i s f y  concerns over maintain ing cur ren t  exceptions of per-
sonal property f r o m  the base year concept and removinq a l l  personal 
property from the base year concept the comnittee recomnends B i l l  23 



which amends House B i l l  1452. The b i l l  removes a l l  reference t o  per-
sonal property i n  Sections 39-1-104 (9), ( l o ) ,  and (11) reqarding the 
four-year assessment framework. I n  subsection (12), reference t o  per- 
sonal property i s  removed when per ta in ing  t o  the determination o f  
actual  value bu t  i s  reta ined when i t  refers t o  the exceptions t o  the 
base year concept. I n  addit ion, the committee attempted t o  avoid any 
misunderstanding regarding personal property and the four-year assess-
ment framework by adopting subsection (12.1) which states:  

(12.1) It i s  the i n t e n t  o f  the general assembly 
t h a t  the actual  value of personal property i s  not  t o  be 
determined according t o  a speci f ied year's leve l  o f  
value and manuals and associated data published by the 
administrator  i n  sa id  speci f ied year and approved by the 
advisory comnittee t o  the administrator .  The mention of 
personal property i n  the exclusions l i s t e d  i n  subsection 
(12) of t h i s  sect ion sha l l  not  be construed t o  mean t h a t  
subsections ( 9 ) ,  ( l o ) ,  and (11) of t h i s  sect ion apply t o  
personal property. 

House B i l l  1194 -- Indexation of the Ind iv idua l  Income Tax 

Provisions of the Act 

The ac t  requires t h a t  the General Assembly, p r i o r  t o  May 1 of 
each year, determine an "Annual I n f l a t i o n  Factor" (AIF) t o  be appl ied 
against the income tax rates, standard deduction, low income al low- 
ance, personal exemption, minimum f i l i n g  thresholds f o r  taxpayers, and 
o ther  components of the ind iv idua l  income tax structure.  (The AIF fo r  
the 1978 taxable year i s  106 percent.) The ac t  provides t ha t  if the 
General Assembly f a i l s  t o  determine the AIF p r i o r  t o  Flay 1, the AIF 
sha l l  be presumed t o  be 106 percent. Adjustments i n  the tax rates, 
standard deduction, personal exemption, and low income a1 lowance, 
based on the AIF each year are cumulative. 

The ac t  a lso implements the fol lowing: 

1 )  	 the ind iv idua l  personal exemption i s  ra ised f r o m  $750 t o  
$850; 

2) 	 the exemption f o r  estate o r  t r u s t  income i s  ra ised from 
$750 t o  $850; and 

3) 	 the income leve ls  which requ i re  the f i l i n g  o f  an income tax 
re tu rn  were ra ised for  a1 1 categories inc lud ing  single, 
married j o i n t l y  o r  separately, over aqe 65, and resident 
estates o r  trusts.l/ 

7/ See fo l lowing page for  footnote.-



I n  moni t o r i n q  the e f f e c t  o f  House B i l l  1194, the comnittee 
found t h a t  the ac t  decreases the tax l i a b i l i t y  of a l l  Colorado tax- 
payers bu t  does no t  jeopardize the revenue pos i t ion  of the state. The 
comni t t e e  concludes therefor t ha t  the a c t  should continue i n  i t s  
present form. 

The fo l low ing  tab le  i s  a p red ic t ion  by the Department o f  
Revenue o f  the reduction i n  the tax l i a b i l i t y  f o r  the  next several 
years. 

Indexation o f  the Income Tax 

Estimated E f f e c t  on Income Tax L i a b i l i t y  -21 


State Total Tax Total Tax 
Tax F i  scal L i a b i l i t y  L i a b i l i t y  Total 
-Year Year Without Indexi n g  With Indexi ng Reduction 

...............M i l l i o n s  o f  Dol lars .............. 

1978 19781 79 423.0 394.7 28.3 
1979 1 979180 512.1 457.9 54.2 
1980 1980181 589.9 509.5 80.4 
1981 1981 I 8 2  676.3 565.6 110.7 

-1/ Single ind iv idua ls  -- from $1,750 t o  $1,850; s ing le  ind iv idua ls  
over age 65 -- from $2,500 t o  $2,700; married f i l i n g  j o i n t l y  --
from $2,500 t o  $2,700; married f i l i n g  j o i n t l y  one spouse over 
age 65 -- from $3,200 t o  $3,500; married f i l i n g  j o i n t l y  both 
spouses over age 65 -- from $4,000 t o  $4,400; married f i l i n g  
separately -- from $750 t o  $850; married f i l i n g  separately over 
age 65 -- from $1,500 t o  $1,700; and res ident  estates o r  t r u s t s  -- from $750 t o  $850. 

-21 Based on the assumption used i n  Indexation o f  the Income Tax, 
The Colorado A1 ternat ive,  as presented t o  the National Associ a- 
E o n  o f  Tax Administrators by the Department of Revenue. The 
factors  assumed annual growth Fates as' f o l  lows: income - 8%; 
populat ion - 2.5%; i n f l a t i o n  f ac to r  6%. 



The cornnittee found t ha t  the a c t  a1 lows lower income taxpayers t o  
bene f i t  s l i g h t l y  more, as a group, than do hiqher-income taxpayers. 
The effect of House B i l l  1194 upon selected adjusted gross income 
leve ls  i s  i l l u s t r a t e d  below i n  a t ab le  compiled by the  Department o f  
Revenue. 

Comparisons o f  Old and New 
Tax D i s t r i bu t i ons  

Difference Percent Percent 
Family Adjusted I n  Tax Di f ference Percentage o f  Tax o f  Tax 
Gross Income L i a b i l i t y  Average Savings Burden Burden 

Brackets (000) Tax Tax Old Tax New Tax 

Less than $ 5,000 
$ 5,000 t o  10,000 
10,000 t o  15,000 
15,000 t o  20,000 
20,000 t o  25,000 
25,000 t o  50,000 
50,000 t o  100,000 

100,000 and over 

TOTALS 

The overa l l  e f fec t ive  tax  r a t e  f o r  a l l  households w i t h  taxable income 
decl ines from 2.85 percent o f  adjusted gross income t o  2.65 percent of 
adjusted gross income, This represents an average tax  "savings" of 
$29.42 o r  6.7 percent o f  average l i a b i l i t y .  The ac t  a lso means t h a t  
approximately 20,000 households are switched from a t ax  1 i a b i  1it y  
s ta tus t o  a nontax l i a b i l i t y  status. 

Comnittee Recomnendation -- B i l l  24 

The conani t t e e  reconanends B i l l  24 which attempts t o  simp1 i f y  the 
present ind iv idua l  income tax s t ruc tu re  by e l  im ina t inq  the low income 
allowance and the percent standard deduction i n  favor of a $1,000 
standard deduction. 

Presently, the Colorado standard deduction i s  the percentage 
standard deduction o r  the low income allowance, whichever i s  greater, 
p lus  a deduction f o r  federal income tax. The percentage standard 
deduction i s  10 percent o f  Colorado adjusted gross income o r  $1,000 
whichever i s  the lesser. The low income allowance consists of a basic 
a1 lowance and an addi t iona l  a1 lowance; however, the  ca lcu la t ion  i s  
very d i f f i c u l t .  -3/ 

-3/ See fo l lowing page fo r  footnote. 



According t o  the Department of Revenue, e l i m i  nati  ng the 1 ow 
income allowance and the  percentage standard deduction i n  favor of a 
f l a t  $1,000 standard deduction, would simplify the income tax tables ,  
make them more accurate, and provide a l e s s  complicated method of 
claiming the  standard deduction f o r  a l l  Colorado taxpayers. By pro-
viding a f l a t  $1,000 standard deduction, (multiplied yearly by the  
Annual In f la t ion  Factor according t o  House B i  11 1194). the percentage
standard deduction, the basic allowance, and the  addit ional a1 lowance 
can be eliminated. 

Currently, taxpayers w i t h  Colorado adjusted gross incomes (AGI )
of over $10,000 would claim the $1,000 standard deduction as the  
l e s se r  of 10 percent of t h e i r  Colorado adjusted gross income o r  
$1,000. Those taxpayers below the  $10,000 Colorado AGI level  e i t he r  
claim the 10 percent deduction ( the  l e s se r  of 10 percent of t h e i r  AGI 
o r  $1,000), o r  the  low income allowance. 

Under Bill 24, those Colorado taxpayers over $10,000 AGI would 
not be affected; they would s t i l l  receive the  $1,000 standard deduc- 
tion. However, those taxpayers below $10,000 AGI would benefit 
because they would receive a $1,000 standard deduction ra ther  than the  
percentage standard deduction o r  low income a1 lowance. The $1,000 
standard deduction would be larger  than the  deduction allowed under 
the  percentage standard deduction o r  the  low income allowance unless 
the low income allowance received was the maximum -- $1,000. 

The Department of Revenue estimates the revenue decrease of 
Bill 24 t o  be about $5.4 million. 

House Bi l l  1181 -- Concerning the Income Tax 

House Bi l l  1181 was vetoed by the  Governor. I t s  major provi- 
sion repealed the  two percent sur tax on income over $5,000 derived 
from dividends o r  i n t e r e s t .  The remainder of the  b i  11's provfsions 
a r e  contined i n  House Bi l l  1194, which was signed by the  Governor. 

The comnittee did not review the impact of t h i s  measure d u r i n g  
the  interim. 

c allowance is $200 p l u s  $100 f o r  each exemption. The  
additional a1 lowance is  the excess, i f  any, of $800 over the  
number of exemptions mu1 t i p l i e d  by $100 and the aggregate of 
1/2 of the  Colorado adjusted gross income i n  excess of $1,000 
plus the  number of exemptions multiplied by $750. The low 
income a1 lowance cannot exceed $1,000. 

2 
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COMMITTEE ON FINANCE - TAX PACKAGE 

BILL 16 

A BILL FOR AN ACT 

1 CONCERNING THE DEFINITION OF " A I R  POLLUTION CONTROL PROPERTY" FOR 

2 THE PURPOSES OF THE INCOME TAX CREDIT RELATING TO SUCH 

3 PROPERTY. 

B i l l  Summary 

(Note: -This  summary app l i es  t o  t h i s  b i l l  as in t roduced and 
does n o t  necessa r i l y  r e f l e c t  any amendments which may be 
subsequently adopted.) 

Amends t h e  d e f i n i t i o n  o f  " a i r  p o l  1 u t i  on c o n t r o l  p rope r t y " ,  
f o r  purposes of t h e  income t a x  c r e d i t  r e l a t i n g  t o  such p rope r t y ,  
t o  c l a r i f y  what p rope r t y  may o r  may n o t  be e l i g i b l e  f o r  
c e r t i f i c a t i o n  by the  d i v i s i o n  o f  a d m i n i s t r a t i o n  o f  t he  department 
o f  hea l th .  

Be i t  enacted b~ t he  General Assembly o f  t he  S ta te  of Colorado: 

SECTION 1. 39-1-102 (12.1),  Colorado Revised S ta tu tes  1973, 

as amended, i s  amended t o  read: 

34-1-102. D e f i n i t i o n s .  (12.1) (a) " P o l l u t i o n  c o n t r o l  

p rope r t y "  means a1 1 owned o r  leased p rope r t y  acqu i red  o r  f i r s t  

u t i l i z e d  a f t e r  January 1, 1970, which i s  INSTALLED, CONSTRUCTED, 

OR used: 

fa3 (I)For t h e  PRIMARY purpose o f  e l i m i n a t i n g ,  reducing,  

o r  p reven t i ng  the  emission INTO THE ATMOSPHERE o f  a i r  



1 contaminants, as def ined i n  sec t i on  25-7-103 ( I ) ,  C .  R .  S .  1973, t o  

2 the  ex ten t  t h a t  such p roper t y  i s  c e r t i f i e d  as p o l l u t i o n  c o n t r o l  

3 p roper t y  i n  accordance w i t h  t h e  p rov i s ions  o f  sec t i on  39-4-110 o r  

39-5-131. The term inc ludes any t reatment  works, c o n t r o l  

devices, d isposa l  systems, machinery, equipment, BUILDINGS, 

s t ruc tu res ,  LAND, o r  OTHER REAL OR PERSONAL proper ty ,  o r  any p a r t  

o r  accessories the reo f ,  i n s t a l l e d ,  at-acquired CONSTRUCTED, OR 

USED f o r  t h e  PRIMARY purpose o f  reducing, c o n t r o l l i n g ,  o r  

d ispos ing o f  a i r  contaminants. It does no t  i nc lude  any motor 

v e h i c l e  emission c o n t r o l  device OR ANY MOTOR VEHICLE UNLESS I T  I S  

INCLUDED I N  THE ASSESSMENT FOR GENERAL PROPERTY TAXES. 

f b j ( I 1 )  For t h e  PRIMARY purpose o f  e l  im inat ing ,  reducing, 

o r  p reven t ing  the  re lease o f  p o l l u t a n t s ,  as de f ined  i n  sec t i on  

25-8-103 (ll), 1973, i n t o  s t a t e  waters t o  t h e  ex ten t  t h a tC.R.S. 

such p roper t y  i s  c e r t i f i e d  as p o l l u t i o n  c o n t r o l  p roper t y  i n  

accordance w i t h  the  p rov i s ions  of sec t i on  39-4-110 o r  39-5-131. 

The term inc ludes any t reatment  works, c o n t r o l  devices, d isposal  

systems, machinery, equipment, BUILDINGS, s t ruc tu res ,  LAND, o r  

OTHER REAL OR PERSONAL proper ty ,  o r  any p a r t s  o r  accessories 

the reo f ,  i n s t a l l e d ,  at-acquired CONSTRUCTED, OR USED f o r  t h e  

pr imary  purpose of reducing, c o n t r o l  1  ing, o r  d i  sposi ng o f  

p o l l u t a n t s  which i f  re leased i n t o  s t a t e  waters cou ld  cause water 

p o l l u t i o n .  It does no t  i nc lude  any r e s i d e n t i a l  sewage d isposa l  

system. 

f c j ( I I 1 )  For t e s t i n g ,  moni to r ing ,  o r  sampling o r  t o  gather  

such data as i s  requ i red  t o  be c o l l e c t e d  by p o l l u t i o n  c o n t r o l  



dgencies o f  s t a t e ,  f e d e r a l ,  o r  local government. 

( b )  THE TERM "POLLUTION CONTROL PROFJERIY" DOTS NOT INCLUDE: 

( I )  ANY PROPERTY WHICH 1 5  USCD I N  OR ON ANY R E S I D t N I I A L  

BUILDING OR STRUCTURE; 

(11) ANY PROPERTY WHICH I S  VOLUNTARILY INSTALLED, 

CONSTRUCTED, OR USED SOLELY FOR THE SAFETY, HEALTH, PROTECTION, 

OR BENEFIT OF PERSONNEL OF THE OWNER OR LESSEE OR SOLELY FOR THE 

BENEFIT OF THE OWNER OR LESSEE. 

( c j  I N  THE EVENT ANY POLLUTION CONTROL PROPERTY ALSO SERVES 

ANOTHER BENEFIC IAL  PURPOSE OR USE, THE D I V I S I O N  OF ADMINISTRATION 

OF THE DEPARTMENT OF HEALTH SHALL CERTIFY ONLY THAT PORTION 

THEREOF AS MAY BE REASONABLY CALCULATED TO BE NECESSARY FOR AND 

DEVOTED TO THE PRIMARY USE OF EL IMINATING,  REDUCING, OR 

PREVENTING THE EMISSION INTO THE ATMOSPHERE OF A I R  CONTAMINANTS 

OR THE RELEASE OF POLLUTANTS INTO STATE WATERS. 

SECTION 2. S a f e t y  c l a u s e .  T h e  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 ,  a n d  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  i m m e d i a t e  p r e s e r v a t i o n  o f  t h e  pub l i c  p e a c e ,  h e a l t h ,  a n d  

s a f e t y .  

Bi l l  16 
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COMMITTEE ON FINANCE - TAX PACKAGE 

BILL 17 

A BILL FOR AN ACT 

1 CONCERNING THE CREDIT AGAINST INCOME TAX BASED ON TAXES 

2 ATTRIBUTABLE TO POLLUTION CONTROL PROPERTY. 

B i l l  Summary 

Provides t h a t  t h e  c r e d i t  aga ins t  income taxes based on taxes 
a t t r i b u t a b l e  t o  p o l l u t i o n  c o n t r o l  p r b p e r t y  may be based on taxes 
assessed f o r  a c e r t a i n  year  o r  taxes a c t u a l l y  pa id ,  a t  t h e  o p t i o n  
of t h e  taxpayer  and t h a t  a taxpayer  may qua1 i f y  f o r  s a i d  c r e d i t  
i n  more than one taxab le  year .  A lso  prov ides  t h a t  t h e  agencies 
respons ib le  f o r  implementat ion o f  t h e  c r e d i t  w i l l  r e p o r t  t o  the  
general assembly concerning t h e  c r e d i t .  

Be i t  enacted t h e  General Assembly o f  t he  S ta te  o f  Colorado: 

SECTION 1. 39-22-508, Colorado Revised Sta tu tes  1973, as 

amended, i s  amended t o  read: 

C r e d i t  f o r  p r o p e r t y  taxes a t t r i b u t a b l e  t o  

p o l l u t i o n  c o n t r o l  p rope r t y .  (1) There s h a l l  be a l lowed t o  a1 1 

taxpayers as a c r e d i t  aga ins t  t he  income taxes imposed by t h i s  

a r t i c l e  a t a x  c r e d i t  equal t o  t h i r t y  percent  o f :  The amount o f  

general p r o p e r t y  taxes; t h a t  p o r t i o n  o f  lease payments p r o v i d i n g  

revenue f o r  payments i n  l i e u  o f  taxes; o r  payments i n  l i e u  o f  



taxes p a i d  i n  Colorado f o r  t h e  taxab le  year  on p o l l u t i o n  c o n t r o l  

p roper ty ,  as de f i ned  i n  s e c t i o n  3 9 - 1 - 1 0 2  ( 1 2 . )  c e r t i f i e d  as 

such under t h e  p r o v i s i o n s  o f  s e c t i o n  3 9 - 4 - 1 1 0  o r  3 9 - 5 - 1 3 1 ;  except 

t h a t  no c r e d i t  s h a l l  be a l lowed f o r  general  p rope r t y  taxes 

assessed on p o l l u t i o n  c o n t r o l  p r o p e r t y  which i s  used i n  o r  on any 

r e s i d e n t i a l  s t r u c t u r e  o r  b u i l d i n g .  

( 2 )  S A I D  CREDIT AGAINST INCOME TAXES MAY BE BASED, AT THE 

OPTION OF THE TAXPAYER, ON GENERAL PROPERTY TAXES ASSESSED DURING 

THE TAXABLE YEAR OR P A I D  DURING THE TAXABLE YEAR, AND THE SAME 

OPTION SHALL BE ALLOWED I N  THE CASES OF PAYMENTS I N  L I E U  OF TAXES 

AND LEASE PAYMENTS PROVIDING REVENUE FOR PAYMENTS I N  L I E U  OF 

TAXES. I F  THE CREDIT CLAIMED UNDER T H I S  SECTION I S  BASED ON AN 

ESTIMATE OF PROPERTY TAXES ASSESSED FOR A TAXABLE YEAR AND THE 

PROPERTY TAXES ACTUALLY P A I D  D IFFER FROM S A I D  ESTIMATE OR ARE NOT 

PAID,  THE TAXPAYER SHALL F I L E  AN AMENDED INCOME TAX RETURN FOR 

THE APPROPRIATE TAXABLE YEAR REFLECTING S A I D  DIFFERENCE OR 

NONPAYMENT; THE REQUIREMENT OF F I L I N G  AN AMENDED RETURN SHALL 

ALSO APPLY I N  THE CASES OF PAYMENTS I N  L I E U  OF TAXES AND LEASE 

PAYMENTS PROVIDING REVENUE FOR PAYMENTS I N  L I E U  OF TAXES. 

(3 )  If t h e  t a x  c r e d i t  p rov ided by t h i s  s e c t i o n  exceeds the  

amount o f  income t a x  due f o r  t h e  taxab le  year ,  t h e  excess amount 

may be c a r r i e d  over  and a p p l i e d  aga ins t  t h e  income t a x  due i n  

each o f  t h e  f i v e  succeeding years,  b u t  such car ry -over  c r e d i t  

s h a l l  be a p p l i e d  aga ins t  t h e  t a x  due f o r  t he  e a r l i e s t  o f  t h e  

taxab le  years t o  which such c r e d i t  may be c a r r i e d .  The p o r t i o n  

o f  such c r e d i t  which may be a p p l i e d  t o  each succeeding year  t o  



which such c r e d i t  i s  a p p l i c a b l e  s h a l l  be the  excess, i f  any, o f  

t he  amount o f  such c r e d i t  over the  income t a x  due f o r  each o f  the  

p r i o r  taxab le  years from which such c r e d i t  may be c a r r i e d .  Any 

t a x  c r e d i t  c la imed under t h i s  s e c t i o n  s h a l l  be deducted from 

those p r o p e r t y  taxes  a l lowed as a deduct ion i n  determin ing 

t a x a b l  e  income. 

(4) ON OR BEFORE JANUARY 1, 1981, THE DEPARTMENT OF REVENUE 

SHALL REPORT TO THE GENERAL ASSEMBLY ON THE EFFECT ON REVENUES OF 

THE CREDIT FOR PROPERTY TAXES ATTRIBUTABLE TO POLLUTION CONTROL 

PROPERTY, AND THE D I V I S I O N  OF ADMINISTRATION I N  THE DEPARTMENT OF 

HEALTH AND THE D I V I S I O N  OF PROPERTY TAXATION I N  THE DEPARTMENT OF 

LOCAL AFFAIRS SHALL REPORT TO THE GENERAL ASSEMBLY ON THEIR 

EXPERIENCE I N  IMPLEMENTING THE PROVISIONS OF SECTIONS 3 9 - 1 - 1 0 2  
; 

( Z ) ,  3 9 - 4 - 1 1 0 ,  AND 3 9 - 5 - 1 3 1 .  SUCH REPORTS SHALL CONTAIN SUCH 

OTHER COMMENTS AND RECOMMENDATIONS AS THE REPORTING AGENCIES DEEM 

APPROPRIATE. 

SECTION 2. 3 9 - 5 - 3 1  (1, ( 3 and (4) ,  Colorado Revised 

S ta tu tes  1 9 7 3 ,  as amended, a re  amended t o  read: 

39-5-131; C e r t i f i c a t i o n  and v a l u a t i o n  o f  p o l l u t i o n  c o n t r o l  

p rope r t y .  (1) On o r  be fo re  September 3 0 ,  3??8 OF EACH YEAR, a 

person owning o r  l e a s i n g  p o l l u t i o n  c o n t r o l  p r o p e r t y ,  as de f i ned  

i n  s e c t i o n  3 9 - 1 - 1 0 2  ( 2 ) ,  may f i l e  w i t h  t h e  d i v i s i o n  o f  

a d m i n i s t r a t i o n  o f  t h e  department o f  h e a l t h ,  on forms p resc r ibed  

by such d i v i s i o n ,  a request  f o r  c e r t i f i c a t i o n  o f  such p rope r t y  as 

p o l l u t i o n  c o n t r o l  p rope r t y ,  which c e r t i f i c a t i o n  s h a l l  issue f o r  

t he  u s e f u l  l i f e  o f  s a i d  p r o p e r t y  and s h a l l  remain e f f e c t i v e  f o r  

-25- B i l l  1 7  



t he  b e n e f i t  o f  a l l  succeeding owners o r  lessees. 

(3) On o r  be fore  March 3 1  3979;-with-tefetence-to-each-such 

request OF THE F I R S T  YEAR FOLLOWING F I L I N G  OF A REQUEST, t he  

d i v i s i o n  o f  a d m i n i s t r a t i o n  s h a l l  determine t h e  e l i g i b i l i t y  o r  

n o n e l i g i b i l i t y  o f  such p r o p e r t y  as p o l l u t i o n  c o n t r o l  p rope r t y  and 

c e r t i f y  such determinat ion  t o  b o t h  the  assessor o f  t h e  

app rop r ia te  county, o r ,  i n  t h e  case o f  p rope r t y  leased pursuant  

t o  s e c t i o n  29-3-120, C.R.S. 1973, t h e  county t r e a s u r e r ,  and t h e  

owner o r  lessee o f  such p r o p e r t y  by c e r t i f i e d  m a i l  w i t h  r e t u r n  

r e c e i p t  requested. The d i v i s i o n  may determine and c e r t i f y  as 

p o l l u t i o n  c o n t r o l  p r o p e r t y  a1 1 o f  t h e  p r o p e r t y  i nc luded  i n  any 

request ,  specf f ied p o r t i  ons o f  such p rope r t y ,  any p a r t  t h e r e o f ,  

o r  none o f  such p rope r t y ;  except t h a t  any p r o p e r t y  which i s  

acqu i red  as t h e  r e s u l t  o f  an o rde r  o f  o r  agreement w i t h  any 

fede ra l  , s t a t e ,  o r  l o c a l  r e g u l a t o r y  agency f o r  any o f  t h e  

purposes s e t  f o r t h  i n  s e c t i o n  39-1-102 (12.1) o r  which i s  

acqu i red  as t h e  r e s u l t  o f  a  j u d i c i a l  d e c i s i o n  o r  decree f o r  such 

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

e n t i r e  value. I n  making i t s  de terminat ion ,  t h e  d i v i s i o n  s h a l l  

cons ider  a l l  a v a i l a b l e  p e r t i n e n t  in fo rmat ion .  For t h e  purposes 

o f  t h i s  sec t i on ,  "app rop r ia te  county1' means t h e  county i n  which 

t h e  p r o p e r t y  i s  permanently l oca ted  o r ,  i f  p o r t a b l e  o r  movable 

equipment, t h e  county i n  which t h e  p r i n c i p a l  o f f i c e  o f  t h e  owner 

o r  lessee i s  loca ted .  

(4) I f  t h e  de terminat ion  o f  t h e  d i v i s i o n  o f  a d m i n i s t r a t i o n  

denies a request  f o r  c e r t i f i c a t i o n  i n  whole o r  i n  p a r t ,  t h e  



a p p l i c a n t  may f i l e ,  w i t h i n  t e n  days a f t e r  r e c e i p t  o f  w r i t t ~ r ;  

n o t i c e  o f  such d e t e r m i n a t i o n ,  5 w r i t t e n  o b j e c t i o n  t o  such 

d e t e r m i n a t i o n  w i t h  t h e  d i v i s i o n ,  and, i f  a  w r i t t e n  o b j e c t i o n  i s  

so f i l e d ,  t h e  d i v i s i o n  s h a l l  g r a n t  t h e  s p p l i c a n t ,  w i t h i n  t h i r t y  

days a f t e r  r e c e i p t  o f  such w r i t t e n  o b j e c t i o n ,  a f u l l  h e a r i n g  h e l d  

i n  accordance w i t h  t h e  p r o v i s i o n s  o f  s e c t i o n  24-4-105, C.R.S. 

1973, and make i t s  f i n a l  d e t e r m i n a t i o n  on t h e  b a s i s  o f  such 

hea r i ng .  The f i n a l  d e t e r m i n a t i o n  s h a l l  be c e r t i f i e d  t o  b o t h  t h e  

assessor  o f  t h e  a p p r o p r i a t e  coun ty ,  o r ,  i n  t h e  case of  p r o p e r t y  

l eased  pu rsuan t  t o  s e c t i o n  29-3-120, C.R.S. 1973, t h e  county  

t r e a s u r e r ,  and t h e  a p p l i c a n t  no l a t e r  t h a n  May 3 1  3979 OF THE 

FIRST YEAR FOLLOWING FILING OF A  REQUEST. 

SECTION 3. S e c t i o n  6 o f  chap te r  102, Sess ion Laws o f  

Colorado 1978, i s  amended t o  read: 

S e c t i o n  6. E f f e c t i v e  da te  - a p p l i c a b i l i t y .  T h i s  a c t  s h a l l  

t a k e  e f f e c t  J u l y  1, 1978, and s h a l l  a p p l y  o d y  t o  the- f i rs t  

t a x a b l e  year YEARS of-the-taxpayer b e g i n n i n g  on o r  a f t e r  January 

1, 1979. 

SECTION 4. S a f e t y  c lause .  The genera l  assembly hereby 

f i n d s ,  de te rmines ,  and dec la res  t h a t  t h i s  a c t  i s  necessary f o r  

t h e  immediate 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 ,  and 

s a f e t y .  



COMMITTEE ON FINANCE - TAX PACKAGE 

BILL 18 

A BILL FOR AN ACT 

1 CONCERNING THE ADMINISTRATION OF THE CREDIT AGAINST INCOME TAX 

2 BASED ON TAXES ATTRIBUTABLE TO POLLUTION CONTROL PROPERTY. 

B i l l  Summary 

Makes miscellaneous changes concerning the admin is t ra t ion o f  
the income tax  c r e d i t  f o r  taxes pa id  on p o l l u t i o n  con t ro l  
proper ty  inc lud ing,  among others,  the fo l lowing:  Provides t h a t  
the app l i ca t i on  fee s h a l l  be pa id  f o r  each p l a n t  s i t e  c e r t i f i e d ;  
provides t h a t  any add i t i ona l  fee cover the costs o f  determining 
e l i g i b i l i t y  o r  n o n e l i g i b i l i t y  and t h a t  i f  den ia l  o f  c e r t i f i c a t i o n  
i s  objected t o  o r  appealed, t h a t  the costs thereof  sha l l  be pa id  
by the app l icant  i f  the den ia l  i s  upheld; extends the t ime w i t h i n  
which the d i v i s i o n  o f  admin is t ra t ion  o f  the department o f  hea l th  
must ho ld  a hear ing i f  ob jec t ion  i s  made t o  a denial  of 
c e r t i f i c a t i o n ;  and provides t h a t  the d i v i s i o n  may g ive advice t o  
an app l i can t  as t o  the  est imated t o t a l  cost  o f  c e r t i f i c a t i o n .  

3 -- the General Assembly --- - Colorado:Be i t  enacted by - o f  the  State o f  

4 SECTION 1. 39-5-131 (Z), (3), ( 4 ) ,  and (8) ,  Colorado 

5 - Revised Statutes 1973, as amended, are amended t o  read: 

6 39-5-131. C e r t i f i c a t i o n  and va lua t ion  o f  p o l l u t i o n  con t ro l  

7  proper ty .  (2) A t  any t ime a f t e r  the f i l i n g  o f  a  request f o r  

8 c e r t i f i c a t i o n  and p r i o r  t o  i t s  determinat ion,  the d i v i s i o n  of 

9  admin is t ra t ion  may schedule a conference OR OTHERWISE CONSULT 

10 w i t h  the app l i can t  i n  order t o  ob ta in  f u r t h e r  informat ion 



2 r e l e v a n t  t o  i t s  de terminat ion  o f  e l i g i b i l i t y  f o r  c e r t i f i c a t i o n  as 

2 p o l l u t i o n  c o n t r o l  p r o p e r t y  OR TO RENDER ITS A D V I C E  AS TO THE 

ESTIMATED TOTAL COST OF CERTIFICATION. 

(3) On o r  be fo re  March 31, 1979, w i t h  re fe rence t o  each 

such request ,  t h e  d i v i s i o n  o f  a d m i n i s t r a t i o n  s h a l l  determine the  

e l i g i b i l i t y  o r  n o n e l i g i b i l i t y  o f  such p r o p e r t y  as p o l l u t i o n  

c o n t r o l  p r o p e r t y  and c e r t i f y  such determinat ion  t o  bo th  THE 

ADMINISTRATOR, WHO SHALL NOTIFY t h e  assessor o f  t h e  app rop r ia te  

county, o r ,  i n  t h e  case o f  p r o p e r t y  leased pursuant  t o  sec t i on  

29-3-120, C.R.S. 1973, t h e  coantg t r easu re r ,  and t h e  owner o r  

lessee o f  such p r o p e r t y  by c e r t i f i e d  m a i l  w i t h  r e t u r n  r e c e i p t  

requested. The d i v i s i o n  may determine and c e r t i f y  as p o l  1  u t i o n  

c o n t r o l  p r o p e r t y  a1 1  o f  t h e  p r o p e r t y  i nc luded  i n  any request ,  

s p e c i f i e d  p o r t i o n s  o f  such p rope r t y ,  any p a r t  t h e r e o f ,  o r  none o f  

such p rope r t y ;  except t h a t  any p r o p e r t y  which i s  acqu i red  as t h e  

r e s u l t  of an o rde r  o f  o r  agreement w i t h  any f e d e r a l ,  s t a t e ,  o r  

l o c a l  r e g u l a t o r y  agency f o r  any o f  t h e  purposes s e t  f o r t h  i n  

s e c t i o n  39-1-102 (12.1) o r  which i s  acqu i red  as t h e  r e s u l t  o f  a 

19 j u d i c i a l  d e c i s i o n  o r  decree f o r  such purposes s h a l l  be c e r t i f i e d  

20 as p o l l u t i o n  c o n t r o l  p rope r t y  f o r  i t s  e n t i r e  value. I n  making 

2 1  i t s  de terminat ion ,  t h e  d i v i s i o n  s h a l l  cons ider  a l l  a v a i l a b l e  

22 p e r t i n e n t  i n fo rma t ion .  For t h e  purposes o f  t h i s  sec t ion ,  

23 "app rop r ia te  county" means t h e  county i n  which t h e  p r o p e r t y  i s  

24 permanently l o c a t e d  o r ,  i f  p o r t a b l e  o r  movable equipment, t h e  

25 county i n  which t h e  p r i n c i p a l  o f f i c e  o f  t h e  owner o r  lessee i s  

26 loca ted.  



(4) I f  the  de te rm ina t i on  o f  the  d i v i s  i on  o f  admini s t r a i ;  cri 

denies a  reques t  f o r  c e r t i f i c a t i o n  i n  whole o r  i n  p a r t ,  the  

a p p l i c a n t  may f i l e ,  w i t h i n  t e n  days a f t e r  r e c e i p t  o f  w r i t t e n  

n o t i c e  o f  such de termina t ion ,  a w r i t t e n  o b j e c t i o n  t o  such 

de te rm ina t i on  w i t h  t h e  d i v i s i o n ,  and, i f  a  w r i t t e n  o b j e c t i o n  i s  

so f i l e d ,  t h e  d i v i s i o n  s h a l l  grant  NOTIFY t h e  a p p l i c a n t ,  w i t h i n  

t h i r t y  days a f t e r  r e c e i p t  of such w r i t t e n  o b j e c t i o n ,  OF THE TIME 

AND PLACE AT WHICH a  f u l l  hea r i ng  WILL  BE h e l d  i n  accordance w i t h  

t h e  p r o v i s i o n s  o f  s e c t i o n  24-4-105, C. R. S. 1973. and THE HEARING 

SHALL BE HELD WITHIN SIXTY DAYS AFTER RECEIPT OF SUCH WRITTEN 

OBJECTION AND THE D I V I S I O N  SHALL make i t s  f i n a l  de te rm ina t i on  on 

t h e  b a s i s  o f  such hear ing.  The f i n a l  de te rm ina t i on  s h a l l  be 

c e r t i f i e d  t o  b o t h  t h e  ADMINISTRATOR, WHO SHALL NOTIFY THE 

assessor o f  t h e  app rop r i a te  county o r ,  i n  t h e  case o f  p r o p e r t y  

leased pursuant  t o  s e c t i o n  29-3-120, C. R. S. 1973, t h e  county 

t r e a s u r e r ,  and t h e  a p p l i c a n t  no l a t e r  than  May 31, 1979. 

(8) Any owner o r  lessee o f  p o l l u t i o n  c o n t r o l  p r o p e r t y  

f i l i n g  w i t h  t h e  d i v i s i o n  o f  a d m i n i s t r a t i o n  o f  t h e  department o f  

h e a l t h  a  reques t  f o r  c e r t i f i c a t i o n  as t o  t h e  e l i g i b i l i t y  o f  such 

p r o p e r t y  f o r  assessment as p o l l u t i o n  c o n t r o l  p r o p e r t y  s h a l l  pay a 

minimum nonrefundable f e e  o f  t w e n t y - f i v e  d o l l a r s  FOR EACH PLANT 

S I T E  t o  t h e  d i v i s i o n .  Upon- - i ssuance - -o f - - such -ce r t i f i ca t i on  

p u r s u a n t - t o - t h i s - s e t t i a n - o r - s e c t i b n - - 3 9 - AFTER MAKING I T S  

DETERMINATION OF E L I G I B I L I T Y  OR NONELIGIBIL ITY,  t h e  owner o r  

lessee s h a l l  pay t o  t h e  d i v i s i o n  an ANY a d d i t i o n a l  f ee  determined 

by t h e  d i v i s i o n  t o  cover  t h e  a c t u a l  c o s t s  t h e r e o f ,  INCLUDING 
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INSPECTION COSTS. THE OWNER OR LESSEE SHALL ALSO PAY TO THE 

DIVISION THE ACTUAL COSTS DETERMINED BY THE DIVISION OF ALL 

HEARINGS AND APPEALS ON THE DENIAL, I N  WHOLE OR I N  PART, OF A 

REQUEST FOR CERTIFICATION I F  THE DENIAL, I N  WHOLE OR I N  PART, I S  

UPHELD. 

SECTION 2. S a f e t y  c lause .  The genera l  a s s ~ m b l y  hereby 

f i n d s ,  determines,  and dec la res  t h a t  t h i s  a c t  i s  necessary f o r  

t h e  immediate 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 ,  and 

sa fe ty .  



- -  

COMMITTEE ON FINANCE - TAX PACKAGE 

BILL 19 

A BILL FOR AN ACT 

1 CONCERNING DEFERRED COLLECTION OF AD VALOREM TAXES ON PROPERTY 

2 OWNED BY THE ELDERLY. 

B i l l  Summary 

(Note: -This  e . p L - - - -summar a l i e s  t o  t h i s  b i l l  as in t roduced -and 
does n o t  necessari  r e f  e c t  any amendments which may be 
subsequent 1  4 

Makes severa l  changes i n  t h e  law a u t h o r i z i n g  d e f e r r a l  o f  
p r o p e r t y  taxes by t h e  e l d e r l y  i n  o rder :  (1) To c l a r i f y  t h a t  t a x  
d e f e r r a l  i s  a v a i l a b l e  t o  persons whose homestead i s  i n  a 
m u l t i u n i t  b u i l d i n g  and i s  a v a i l a b l e  t o  persons o f  t h e  s p e c i f i e d  
age who j o i n t l y  own p r o p e r t y  b u t  a r e n ' t  r e l a t e d  as husband and 
w i f e ;  (2)  To p rov ide  t h a t  n e t  va lue  o r  e q u i t y  o f  a homestead i s  
determi  ned w i t h  re ference t o  t h e  assessor '  s  ac tua l  va l  ue; (3)  To 
p rov ide ,  w i t h  regard  t o  t h e  s t a t e ' s  l i e n  f o r  de fe r red  taxes, 
t h a t :  (a) That  s t a t e ' s  l i e n  i nc ludes  i n t e r e s t  on de fe r red  taxes; 
(b) The s t a t e ' s  l i e n  f o r  de fe r red  taxes i s  sub jec t  t o  mortgages, 
deeds o f  t r u s t ,  o r  c o n t r a c t s  o f  sa le  recorded p r i o r  t o  t h e  
attachment o f  t h e  s t a t e ' s  l i e n ;  and, concomi tan t ly ;  (c )  Waiver o f  
d e f e r r a l  i s  p r o h i b i t e d ;  (4) To change t h e  date upon which 
i n t e r e s t  on d e f e r r e d  taxes begins t o  accrue and t o  c l a r i f y  t h a t  
s a i d  i n t e r e s t  i s  compounded annua l ly ;  (5)  To l i m i t  t h e  e f f e c t  o f  
t h e  p r o v i s i o n  t h a t  r e c o r d a t i o n  o f  a  c e r t i f i c a t e  o f  d e f e r r a l  i s  
conc lus i ve  evidence o f  t h e  v a l i d i t y  o f  d e f e r r a l  ; (6)  To spec i f y  
t h e  t i m e  by which t h e  s t a t e  t r e a s u r e r  must make payment o f  
d e f e r r e d  taxes t o  county t reasu re rs ;  (7) To i n s e r t  a  n o t i c e  t o  
t h e  taxpayer  o f  t h e  amount o f  taxes p r e v i o u s l y  de fe r red  and t h e  
i n t e r e s t  accrued thereon;  (8) To s p e c i f y  c e r t a i n  events which do 
n o t  r e q u i r e  payment o f  d e f e r r e d  taxes and i n t e r e s t  and t o  p rov ide  
t h a t  a  s u r v i v i n g  spouse who cannot cont inue d e f e r r a l  because o f  
age does n o t  have t o  pay de fe r red  taxes and i n t e r e s t  merely 
because o f  t h e  taxpaye r ' s  death; and (9) To make a d d i t i o n a l  
t e c h n i c a l  amendments. 



- - - ---- Be i t  enacted & t h e  General Assembly o f  t h e  S ta te  o f  Colorado: 

SECTION 1. 39-3.5-101 (1) and (4),  Colorado Revised 

S ta tu tes  1973, as amended, a re  amended t o  read: 

39-3.5-101. D e f i n i t i o n s .  (1) "Homestead" means t h e  

owner-occupied res idence o f  t h e  taxpayer.  I F  THE HOMESTEAD I S  

LOCATED I N  A MULTIUNIT BUILDING, THE HOMESTEAD I S  THE PORTION OF 

THE BUILDING ACTUALLY USED AS THE RESIDENCE AND ITS PERCENTAGE OF 

THE VALUE OF THE COMMON ELEMENTS AND OF THE VALUE OF THE LOT UPON 

WHICH I T  I S  BUILT. THE PERCENTAGE I S  THE VALUE OF THE UNIT 

CONSISTING OF THE HOMESTEAD COMPARED WITH THE TOTAL VALUE OF THE 

BUILDING EXCLUSIVE OF THE COMMON ELEMENTS, I F  ANY. 

(4) "Taxpayer" means a person who has f i l e d  o r  whose 

guardian, conservator ,  o r  a t t o r n e y - i n - f a c t  has f i1ed a c l a i m  f o r  

d e f e r r a l  pursuant  t o  t h i s  a r t i c l e ,  OR INDIVIDUALS WHO HAVE 

JOINTLY FILED A CLAIM FOR DEFERRAL UNDER THIS ARTICLE. 

SECTION 2. 39-3.5-103 ( l ) (b )  and (l)(f), Colorado Revised 

S ta tu tes  1973, as amended, a re  amended t o  read: 

39-3.5-103. Proper ty  e n t i t l e d  t o  d e f e r r a l .  (1) (b) The 

taxpayer  c l a i m i n g  t h e  d e f e r r a l  must, by  h i m s e l f  o r  t oge the r  w i t h  

h i s  spouse, own t h e  fee  s imple e s t a t e  o r  be purchasing t h e  fee  

s imple e s t a t e  under a recorded ins t rument  of sa le ,  OR TWO OR MORE 

PERSONS MUST TOGETHER OWN OR BE PURCHASING THE FEE SIMPLE ESTATE 

WITH RIGHTS OF SURVIVORSHIP UNDER A RECORDED INSTRUMENT OF SALE 

I F  ALL OWNERS LIVE I N  THE HOMESTEAD AND I F  ALL OWNERS APPLY FOR 

THE DEFERRAL JOINTLY. 

(f) The p r o p e r t y  f o r  which t h e  d e f e r r a l  I s  c la lmed must 



have a ne t  value o r  e q u i t y  s u f f i c i e n t  t o  pay the  l i e n  prov joed 

f o r  i n  s e c t i o n  39-3.5-105 (3) .  NET VALUE OR EQUITY  SHALL BE 

DETERMINED BY REFERENCE TO ACTUAL VALUE OF THE PROPERTY AS 

ENTERED ON THE ASSESSOR'S RECORDS I N  THE NORMAL COURSE OF 

BUSINESS. 

SECTION 3. 39-3.5-104 (1) (e),  Colorado Revised Sta tu tes  

1973, as amended, i s  amended t o  read: 

39-3.5-104. Claim form - contents.  (1) (e) I nc lude  a 

c e r t i f i c a t e  from t h e  assessor as t o  t h e  ac tua l  va lue o f  t h e  

p r o p e r t y  as shown-by ENTERED ON t h e  assessor 's  records I N  THE 

NORMAL COURSE OF BUSINESS; 

SECTION 4. 39-3.5-105 (3),  ( 4 ) ,  (5) ,  and (6),  Colorado 

Revised S t a t u t e s  1973, as amended, are amended t o  read: 

39-3.5-105. L i s t i n g  o f  t ax -de fe r red  p r o p e r t y  - t a x  as l i e n  

- i n t e r e s t  accrua l .  (3) The d e f e r r e d  taxes AND THE INTEREST 

ACCRUED THEREON s h a l l  be a 1 i e n  aga ins t  t h e  p rope r t y ,  b u t  t h e  

l i e n  s h a l l  n o t  be fo rec losed  except  as prov ided i n  sec t ions  
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instrament-tentaining-said-promise: THE L I E N  FOR DEFERRED TAXES 

AND INTEREST SHALL HAVE THE SAME PRIORITY AS THE L I E N  FOR GENERAL 

TAXES DESCRIBED I N  SECTION 39 -1 -107 ;  EXCEPT THAT THE L I E N  OF 

MORTGAGES OR TRUST DEEDS OR CONTRACTS OF SALE WHICH ARE RECORDED 

PRIOR I N  T I M E  TO THE ATTACHMENT OF THE L I E N  FOR DEFERRED TAXES 

AND INTEREST SHALL BE PRIOR TO THE L I E N  FOR DEFERRED TAXES AND 

INTEREST. 

(4) I n t e r e s t  s h a l l  accrue on d e f e r r e d  taxes a t  t h e  r a t e  o f  

e i g h t  pe rcen t  p e r  annum from-the beg inn ing  MAY 1o f  t h e  calendar 

yea r  i n  which t h e  d e f e r r a l  i s  c la imed u n t i l  pa id.  S A I D  INTEREST 

SHALL BE COMPOUNDED ANNUALLY. 

(5) The r e c o r d a t i o n  o f  t h e  c e r t i f i c a t e  o f  d e f e r r a l  s h a l l  be 

conc lus i ve  evidence o f  t h e  v a l i d i t y  o f  t h e  c l a i m  f o r  d e f e r r a l  

upon which i t  i s  issued; except avagainst -permwwho-have THAT 

RECORDATION OF THE CERTIFICATE OF DEFERRAL SHALL NOT BE 

CONCLUSIVE EVIDENCE OF THE V A L I D I T Y  OF THE CLAIM I F  THE CLAIM I S  

CHALLENGED BY A PERSON HAVING a c t u a l  knowledge o f  t h e  i n v a l i d i t y  

o f  s a i d  c l a i m  OR I F  A PERSON WHO KNOWINGLY PROVIDED WRONGFUL 

INFORMATION TO QUALIFY FOR DEFERRAL ATTEMPTS TO USE S A I D  

RECORDATION TO H I S  BENEFIT.  

(6) The r e a l  p rope r t y  taxes s h a l l  be de fe r red  o n l y  t o  t h e  

e x t e n t  t h a t  n e t  va lue  o r  e q u i t y  i s  s u f f i c i e n t  t o  s a t i s f y  t h e  l i e n  



f o r  de fer red  taxes AND INTEREST a f t e r  payment o f  p r i o r  l i e n s  a s  

p rov ided  i n  subsect ion (3)  of  t h i s  sec t i on .  NET VALUE OR EQUITY 

SHALL BE DETERMINED AS PROVIDED IN  SECTION 39-3.5-103 (1) ( f ) .  

SECTION 5. 39-3.5-106, Colorado Revised Sta tu tes  1973, as 

amended, i s  amended t o  read: 

39-3.5-106. County t r e a s u r e r  t o  rece i ve  amount equ iva len t  

t o  deferred taxes from s ta te .  (1) Upon AFTER r e c e i p t  o f  t he  

c e r t i f i c a t e  of d e f e r r a l ,  t h e  s t a t e  t r e a s u r e r  s h a l l  pay t o  the  

county t r e a s u r e r  t h e  amount c e r t i f i e d  as deferred.  THE AMOUNT 

CERTIFIED AS DEFERRED SHALL BE PAID I N  FULL ON OR BEFORE APRIL 

30. Th i s  amount s h a l l  be d i s t r i b u t e d  by t h e  county t r e a s u r e r  i n  

t h e  same manner t h e  t a x  would have been i f  r e g u l a r l y  pa id .  

(2)  The s t a t e  t r e a s u r e r  s h a l l  m a i n t a i n  an account f o r  each 

tax -de fe r red  p r o p e r t y  and s h a l l  accrue i n t e r e s t  BEGINNING MAY 1 

on t h e  amount p a i d  t o  t h e  county t r e a s u r e r  pursuant  t o  t h i s  

sec t ion .  

SECTION 6. 39-3.5-108, Colorado Revised S ta tu tes  1973, as 

amended, i s  amended t o  read: 

39-3.5-108. N o t i c e  t o  taxpayer  rega rd ing  du ty  t o  c l a i m  

d e f e r r a l  annua l ly .  A t  t h e  t ime  the  t r e a s u r e r  sends the  annual 

r e a l  p r o p e r t y  t a x  n o t i c e  t o  any taxpayer  who has claimed a  

d e f e r r a l  o f  p r o p e r t y  taxes i n  t he  prev ious  calendar year ,  he 

s h a l l  enclose a d e f e r r a l  n o t i c e .  The d e f e r r a l  n o t i c e  s h a l l  be 

s u b s t a n t i a l l y  i n  t h e  f o l l o w i n g  form: 

To: (name o f  taxpayer)  


I f  you want t o  d e f e r  t he  c o l l e c t i o n  o f  ad valorem p rope r t y  
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taxes on your homestead f o r  the assessment year endin5 on 

December 31, -# you must f i l e  a c la im f o r  de fe r ra l  not  l a t e r  

than A p r i l  1, -, i n  t he  o f f i c e  o f  the county t reasurer .  Forms 

f o r  f i l i n g  such claims are ava i lab le  a t  the county t reasure r ' s  

o f f i c e .  

I f  you f a i l  t o  f i l e  your c la im f o r  de fe r ra l  on o r  before 

A p r i l l ,  , your r e a l  proper ty  taxes w i l l  be due and payable 

i n  accordance w i t h  the  schedule set  ou t  i n  the enclosed t a x  

not ice.  

THE AMOUNT OF TAXES WHICH YOU HAVE DEFERRED UP TO AND 

INCLUDING , THE MOST RECENT TAXABLE YEAR, I S  $ 9 

INTEREST ACCRUED THEREON I S  $ 

I f  you change your permanent address a t  any t ime dur ing the 

assessment year ending on December 31, -9 you must n o t i f y  the 

county assessor promptly. 

SECTION 7. 39-3.5-110 (1) (d), Colorado Revised Statutes 

1973, as amended, i s  amended t o  read: 

Events r e q u i r i n g  payment o f  deferred tax  and 

i n t e r e s t  - no t i ce  t o  s ta te  t reasurer .  (1) (d) The tax-deferred 

proper ty  no longer meets the  requirements o f  sect ion 39-3.5-103 

(1) (c). and-f 33-(djr 

SECTION 8. A r t i c l e  3.5 o f  tit 

Statutes 1973, as amended, i s  amended BY 

SECTION t o  read: 

l e  39, Colorado Rev 

THE ADDITION OF A 

i sed 

NEW 

39-3.5-110.5. Events not  r equ i r i ng  payment o f  deferred tax  

and i n te res t .  (1) Unless one o f  the events s p e c i f i c a l l y  



descr ibed i n  s e c t i o n  39-3.5-110 occurs,  t h e  events descr ibca  i n  

t h i s  subsec t ion  (1) do no t  r e q u i r e  payment o f  de fe r red  taxes and 

in te rest : 

(a) I f  a  taxpayer  q u a l i f i e d  under t h i s  a r t i c l e  de fers  taxes 

and l a t e r  e l e c t s  t o ' d i s c o n t i n u e  d e f e r r a l ,  i f  he does n o t  a l l o w  

subsequent taxes t o  become de l i nquen t ;  

(b) I f  a  taxpayer  q u a l i f i e d  under t h i s  a r t i c l e  de fe rs  taxes 

u n t i  1  he must d i scon t i nue  d e f e r r a l  because t h e  tax -de fe r red  

p r o p e r t y ' s  n e t  va lue  o r  e q u i t y  i s  n o t  s u f f i c i e n t  t o  pay t h e  l i e n  

p rov ided  f o r  i n  s e c t i o n  39-3.5-105 (3) ,  i f  he does no t  a l l o w  

subsequent taxes t o  become de l i nquen t ;  

(c) I f  a taxpayer  q u a l i f i e d  under t h i s  a r t i c l e  de fers  

taxes,  e l e c t s  t o  d i scon t i nue  d e f e r r a l ,  does n o t  a l l o w  subsequent 

taxes  t o  become de l inquent ,  and v a l i d l y  resumes d e f e r r a l .  

(2) Ifa taxpayer  q u a l i f i e d  under t h i s  a r t i c l e  defers taxes 

and d i e s  and t h e  s u r v i v i n g  spouse, w h i l e  meeting t h e  o the r  

requi rements o f  s e c t i o n  39-3.5-112, does n o t  q u a l i f y  t o  con t inue 

t a x  d e f e r r a l  under s e c t i o n  39-3.5-112 (1) (a)  because n o t  s i x t y  

years o f  age o r  o l d e r ,  t h e  p r e v i o u s l y  d e f e r r e d  taxes and i n t e r e s t  

s h a l l  n o t  become due and payable u n t i l  t he  s u r v i v i n g  spouse d ies  

o r  t h e  occurrence o f  any o t h e r  event  r e q u i r i n g  payment o f  

d e f e r r e d  taxes  and i n t e r e s t  under s e c t i o n  39-3.5-110. I f  t h e  

s u r v i v i n g  spouse o therw ise  q u a l i f i e d  under s e c t i o n  39-3.5-112 

reaches t h e  age p r e s c r i b e d  i n  s e c t i o n  39-3.5-112 (1) (a) ,  s a i d  

spouse may then  cont inue d e f e r r a l  o f  taxes under t h e  terms o f  

s e c t i o n  39-3.5-112. 
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SECTION 9. 3 9 - 3 5 - 1 1  (1) (b) ,  Colorado Revised Sta tu tes  

1973, as amended, i s  amended t o  read: 

39-3.5-111. Time f o r  payment - del inquencies.  (1) (b) A11 

de fe r red  taxes and accrued i n t e r e s t  s h a l l  be due and payable 

n i n e t y  days a f t e r  t h e  circumstance occurs, except as prov ided i n  

~ a b s e c t i o n ~SUBSECTION (2) and-f3j o f  t h i s  s e c t i o n  and i n  sec t i on  

39-3.5-112. 

SECTION 10. The i n t r o d u c t o r y  p o r t i o n  t o  39-3.5-112 (1) and 

39-3.5-112 (Z), Colorado Revised S ta tu tes  1973, as amended, a re  

amended t o  read: 

39-3.5-112. E l e c t i o n  by spouse t o  cont inue t a x  d e f e r r a l .  

(1) Notwi ths tand ing  the  p r o v i s i o n s  o f  s e c t i o n  39-3.5-110, when 

one o f  t h e  circumstances l i s t e d  i n  sec t i on  39-3.5-110 (1) (a) t o  

OR (1) (c) occurs, t he  spouse o f  t h e  taxpayer  may e l e c t  t o  

cont inue t h e  p r o p e r t y  i n  i t s  t ax -de fe r red  s ta tus  i f :  

(2) The e l e c t i o n  granted under subsect ion (1) o f  t h i s  

s e c t i o n  s h a l l  be f i l e d  i n  t he  same manner as a  c l a i m  f o r  d e f e r r a l  

i s  f i l e d  under s e c t i o n  39-3.5-102, n o t  l a t e r  than n i n e t y  days 

from the  date the  circumstance occurs. Thereaf te r ,  t h e  p rope r t y  

s h a l l  cont inue t o  be t r e a t e d  as tax -de fe r red  p rope r t y ,  and t h e  

t r e a s u r e r  and s t a t e  t r e a s u r e r  s h a l l  withdraw any a c t i o n  taken 

under s e c t i o n  39-3.5-111. When the  p r o p e r t y  has been c o n t i  nued 

i n  i t s  t ax -de fe r red  s ta tus  by t h e  spouse o f  t h e  taxpayer ,  t he  

spouse may cont inue the  p r o p e r t y  i n  i t s  t ax -de fe r red  s t a t u s  i n  

subsequent years by f i l i n g  a AN ANNUAL c l a i m  as prov ided i n  

s e c t i o n  39-3.5-104 i f  the  p rope r t y  cont inues t o  be e l i g i b l e  f o r  



t ax -de fe r red  s ta tus .  

SECTION 11. 39-3.5-116, Colorado Revised Sta tu tes  1973, as 

amended, i s  amended t o  read: 

39-3.5-116. Deed o r  c o n t r a c t  clauses p reven t i ng  a p p l i c a t i o n  

f o r  d e f e r r a l  p r o h i b i t e d  - clauses void.  On and a f t e r  February 

28, 1979, i t  s h a l l  be un lawfu l  f o r  any mortgage, deed o f  t r u s t ,  

o r  c o n t r a c t  o f  sa le  t o  c o n t a i n  a c lause o r  statement which 

p r o h i b i t s  t h e  owner from c l a i m i n g  a r e a l  p r o p e r t y  t a x  d e f e r r a l  on 

h i s  homestead. far--any--year-which-begins-mere-than-f ive-years 

aftcr-the-e3ase-af-the-ca3endar-year-in-which-such-mortgage~-deed 

of-trust;-or-contract-far-sa3e-is-executed Any such c lause o r  

statement i n  a mortgage, deed o f  t r u s t ,  o r  c o n t r a c t  f o r  sa le  

executed on and a f t e r  February 28, 1979, i s  vo id.  

SECTION 12. 39-3.5-117, Colorado Revised S ta tu tes  1973, as 

amended, i s  amended t o  read: 

39-3.5-117. Report. No l a t e r  than May 1, 1979, and each 

May 1 t h e r e a f t e r ,  t h e  s t a t e  t r e a s u r e r  s h a l l  submit t o  t h e  general 

assembly a r e p o r t  concerning t a x  d e f e r r a l  f o r  t he  e l d e r l y  as s e t  

f o r t h  i n  t h i s  a r t i c l e .  Such r e p o r t  s h a l l  i n c l u d e  data  concerning 

t h e  number o f  taxpayers e s t a b l i s h i n g  c la ims f o r  d e f e r r a l ,  the  

amount o f  taxes  d e f e r r e d  i n  each county, t h e  r e l a t i o n s h i p  o f  

d e f e r r e d  taxes t o  t h e  amount o f  ou ts tand ing  mortgages, and deeds 

o f  t r u s t ,  AND CONTRACTS OF SALE, and such o t h e r  data as t h e  s t a t e  

t r e a s u r e r  may deem u s e f u l .  

SECTION 13. E f f e c t i v e  date. Th i s  a c t  s h a l l  take  e f f e c t  

February 28, 1979. 

Bill  19 



1 SECTION 14. Safety clause. The general assembly hereby 

2 finds, determines, and declares that this  act i s  necessary f o r  

3 the immediate preservation of the pub1 i c  y a r e ,  health, and 

4 safety. 



-- - --- - 

COMMITTEE ON FINANCE - TAX PACKAGE 

BILL 20 

A BILL FOR AN ACT 

1 CONCERNING THE REPEAL OF ARTICLE 3.5 OF TITLE 39, COLORADO 

2 REVISED STATUTES 1973, AS AMENDED, CONCERNING PROPERTY TAX 

3 DEFERRAL FOR THE ELDERLY. 

B i l l  Summary 

(Note: -This  summary a p p l i e s  t o  t h i s  b i  11 as in t roduced ----- and 
does n o t  necessa r i l  r e f l e c t  any amendments which may be-
z e q u ~ li w y 

Repeals House B i l l  No. 1112 enacted i n  1978; s ince  House 
B i l l  No. 1112's  e f f e c t i v e  date i s  February 28, 1979, t h i s  b i l l  
w i l l  p reven t  House B i l l  No. 1112 f rom t a k i n g  e f f e c t  by repea l i ng  
a l l  t h e  p r o v i s i o n s  o f  House B i l l  No. 1112 e f f e c t i v e  February 28, 
1979. 


Be it enacted !IJ t h e  General Assembly o f  t h e  S ta te  o f  Colorado: 

SECTION 1. Repeal - e f f e c t i v e  date. (1) A r t i c l e  3.5 o f  

t i t l e  39, Colorado Revised S ta tu tes  1973, as amended, as enacted 

by s e c t i o n  1 o f  chapter  103, Session Laws o f  Colorado 1978, i s  

repea led  e f f e c t i v e  February 28, 1979. 

(2) Sect ions 2, 3, and 4 o f  chapter  103, Session Laws o f  

Colorado 1978, a r e  repealed e f f e c t i v e  February 28, 1979. 

SECTION 2. Safe ty  c lause.  The general assembly hereby 

f i n d s ,  determines, and declares t h a t  t h i s  a c t  i s  necessary f o r  



1 the immediate preservation of the publ ic  peace, heal th ,  and 

2 safety. 



COMMITTEE ON FINANCE - TAX PACKAGE 

BILL 21 

SENATE CONCURRENT RESOLUTION NO. 

1 SUBMITTING TO THE QUALIFIED ELECTORS OF THE STATE OF COLORADO AN 

2 AMENDMENT TO SECTION 3 OF ARTICLE X OF THE CONSTITUTION OF 

3 THE STATE OF COLORADO, CREATING AN AD VALOREM PROPERTY TAX 

4 HOMESTEAD EXEMPTION FOR RESIDENTIAL PROPERTY OCCUPIED BY A 

5 PERSON WHO I S  SIXTY-FIVE YEARS OF AGE OR OLDER OR WHO I S  

6 DISABLED AND WHO I S  WITHIN SPECIFIED INCOME LIMITS 

7 ESTABLISHED BY LAW. 

Reso lu t ion  Summary 

(Note: -This  summary app l i es  t o  t h i s  r e s o l u t i o n  as 
i n t roduced  and does n o t  necessari  1 r8 le c t a n y  amendments w h i s  -
9-be s u b s e ~ n t 7 y a d o p t 4  

Es tab lishes an ad valorem p rope r t y  homestead exemption o f  a 
base amount f o r  r e s i d e n t i a l  p rope r t y  occupied by a person who i s  
s i x t y - f i v e  years o f  age o r  o l d e r  o r  who i s  d i sab led  and who i s  
w i t h i n  s p e c i f i e d  income l i m i t s  es tab l i shed  by law. Provides t h a t  
t h e  general  assembly d e f i n e  " r e s i d e n t i  a1 proper ty "  and 
"d isabled1' ,  e s t a b l i s h  income l i m i t s  f o r  persons who may rece i ve  
t h e  exemption, and o therwise  p rov ide  f o r  t he  implementat ion o f  
t h e  exemption. 

8 Be I t  Resolved by t h e  Senate o f  t he  F i f t y - second  General 

9 Assembly o f  t h e  S t a t e  o f  Colorado, t h e  House o f  Representat ives 

10  concu r r i ng  here in :  

11 SECTION 1. A t  t h e  nex t  general e l e c t i o n  f o r  members o f  t he  



general assembly, 'i.her@ :ha1 1 be submitted t o  the q ! ~ l  i f i e d  

electors  of the i ' . ,  tee u i  Colorado, f o r  t h e i r  , ~pp rova I  01-

r e j kc t i on ,  the I'ol ; w i n g  amendment o i  the t o  thr! c o n s t i  t ~ l l i f ~ n  

s ta te  o f  Colorado, to  w i t :  

Section 3 o f  a r t i c l e  X o f  the c o n s t i t u t i o n  o f  t h e  d i ta te  o f  

Colorado i s  amended t.o read: 

Section 3. -Uniform taxa t i on  - exemptions. (1) A l l  taxes 

sha l l  be uni form upon each o f  the various classes 0;" w a l  and 

personal proper ty  located w i t h i n  the t e r r i t o r i a l  l i m i t s  o f  the 

au tho r i t y  levy ing  the  tax ,  and sha l l  be lev ied,  assessed, and 

co l l ec ted  under general laws, which s h a l l  p rescr ibe such methods 

and regu la t ions as sha l l  secure j u s t  and equalized valuat ions f o r  

assessments o f  taxes upon a l l  property,  r ea l  and personal, 

located w i t h i n  the t s r r i t o r i e l  l i m i t s  o f  the  au tho r i t y  levy ing  . 
the  tax; provided;-howcre~; EXCEPT t h a t  the general assembly may, 

by law, exempt from taxa t i on  ho~seho ld  furn ish ings and personal 

e f f e c t s  which are no t  used fw the  product ion o f  income a t  any 

time. 

(2) Ditches, canals, and flumes owned and used by 

i nd i v i dua l s  o r  corporat ions f o r  i r r i g a t i n g  1 and owned by such 

i nd i v i dua l s  o r  corporat ions,  o r  the i nd i v i dua l  members thereof ,  

sha l l  not  be separately taxed so long as they sha l l  be owned and 

used exc lus ive ly  f o r  such purposes. 

(3) ( a )  THERE SHALL BE AN AD VALOREM PROPERTY TAX HOMESTEAD 

EXEMPTION OF TWO THOUSAND DOLLARS OF THE VALUATION f O R  ASSESSMENT 

FOR RESIDENTIAL PROPERTY OCCUPIED BY A PERSON WHO I S  SIXTY-FIVE 



YEARS OF AGE OR OLDER OR WHO I S  DISABLED AND WHO HAS AN INCL+IE 

W I T H I N  L I M I T S  S P E C I F I E D  BY THC GENERAL ASSEMBLY BY LAW. 

(t) THE GENERAL ASSEMBLY, L?Y LAW, SHALL D k F I N E  " R E S I D E N T I A L  

PROPERTY" AND "D ISAELED"  FOR TH€ t'lJHI'OSES OF 7H1S  SECTION,  SHALL 

E S T A B L I S H  INCOME L I M I T S  FOR PERSONS WHO MAY RECEIVE THE 

EXEMPTION, AND SHALL OTHERWISE PROVIDE FOR THE IMPLEMENTATION OF 

THE HOMESTEAD EXEMPTION. 

( c )  THE GENERAL ASSEMBLY, BY LAW, MAY INCREASE THE AMOUNT 

OF S A I D  HOMESTEAD EXEMPTION. 

(d) T H I S  SUBSECTION (3 )  SHALL TAKE EFFECT JANUARY 1, 1981, 

AND SHALL  APPLY TO A L L  TAXABLE YEARS COMMENCING ON OR AFTER S A I D  

DATE. 

SECT ION 2. Each e l e c t o r  v o t i n g  a t  s a i d  e l e c t i o n  and 

des i rous  o f  v o t i n g  f o r  o r  aga ins t  s a i d  amendment s h a l l  c a s t  h i s  

vo te  as p rov ided  by law e i t h e r  "Yes" o r  "No" on t h e  p r o p o s i t i o n :  

''An amendment t o  s e c t i o n  3 o f  a r t i c l e  X o f  t he  c o n s t i t u t i o n  o f  

t h e  s t a t e  o f  Colorado, c r e a t i n g  an ad valorem p r o p e r t y  t a x  

homestead exemption f o r  r e s i d e n t i a l  p r o p e r t y  occupied by a  person 

who i s  s i x t y - f i v e  years o f  age o r  o l d e r  o r  who i s  d i sab led  and 

who i s  w i t h i n  s p e c i f i e d  income l i m i t s  e s t a b l i s h e d  by law.' '  

SECT ION 3. The votes c a s t  f o r  t h e  adopt ion  o r  r e j e c t i o n  o f  

s a i d  amendment s h a l l  be canvassed and the  r e s u l t  determined i n  

t h e  manner p rov ided by  law f o r  t h e  canvass i n g  o f  votes f o r  

rep resen ta t i ves  i n  Congress, and i f  a  major  i t y  o f  t he  e l e c t o r s  

v o t i n g  on t h e  ques t i on  s h a l l  have voted "Yes", t h e  s a i d  amendment 

s h a l l  become a  p a r t  o f  t he  s t a t e  c o n s t i t u t i o n .  

Bill 21 
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B I L L  22 

A BILL FOR AN ACT 

1 CONCERNING THE "JOB EXPANSION AND INVESTMENT CREDIT ACT OF 1978". 

B i l l  Summary 

(Note: Th is  summar a l i e s  t o  t h i s  b i l l  as in t roduced and 
does n o t  n ~ s d r h which -& 
~ e q u ~ l ~ a d o p t e d . ) ~  

Makes changes and r e v i s i o n s  t o  t h e  a c t  i n c l u d i n g ,  among 
o thers ,  t h e  ex tens ion  o f  t h e  t a x  c r e d i t  f o r  f a c i  l i t i e s  acqui red 
o r  leased p r i o r  t o  December 31, 1983, t h e  r e d u c t i o n  o f  t h e  number 
of  new business f a c i l i t y  employees r e q u i r e d  i n  o rder  t o  c l a i m  t h e  
c r e d i t ,  and t h e  r e v i s i o n  o f  t h e  method used t o  c a l c u l a t e  t h e  
"p rope r t y  f a c t o r " .  

Repeals an e f f e c t i v e  da te  p r o v i s i o n  t o  remove obso le te  
1anguage. 

2 -- o fBe i t  enacted & t h e  General Assembly o f  t h e  S ta te  Colorado: 

3 SECTION 1. 39-22-508.1, Colorado Revised S ta tu tes  1973, as 

4 amended, i s  amended t o  read: 

5 39-22-508.1. Shor t  t i t l e .  Sect ions 39-22-508.1 t o  

6 39-22-588~7 39-22-508.6 s h a l l  be known and may be c i t e d  as t h e  

7 "Job Expansion and Investment C r e d i t  Ac t  o f  1978". 

8 SECTION 2. The i n t r o d u c t o r y  p o r t i o n  t o  39-22-508.2, and 

9 39-22-508.2 (3) (b) and (5) (b) ,  Colorado Revised S ta tu tes  1973, 

10  as amended, a r e  amended t o  read: 

11 39-22-508.2 D e f i n i t i o n s  - c o n s t r u c t i o n  o f  terms. As used 



i n  sect ions 39-22-508.2 t o  39-22-5883 39-22-508.6, unless the 

context  otherwise requires:  

(3) (b) Such f a c i l i t y  i s  acquired by, o r  leased t o ,  the 

taxpayer on o r  a f t e r  Ju l y  1, 1978, and w i t h i n  those taxable years 

ending on o r  before Beeember--33;--3983 DECEMBER 31, 1983. A 

f a c i l i t y  s h a l l  be deemed t o  have been acquired by, o r  leased t o ,  

t he  taxpayer w i t h i n  sa id  dates i f  the t r a n s f e r  o f  t i t l e  t o  the 

taxpayer, the  t r a n s f e r  o f  possession pursuant t o  a b ind ing 

con t rac t  t o  t r a n s f e r  t i t l e  t o  the  taxpayer, o r  the  commencement 

o f  the  term o f  the lease t o  t he  taxpayer occurs w i t h i n  sa id  dates 

o r ,  i f  the  f a c i l i t y  i s  constructed, erected, o r  i n s t a l l e d  by o r  

on beha l f  o f  the taxpayer, such construct ion,  erect ion,  o r  

i n s t a l l a t i o n  i s  completed w i t h i n  sa id  dates. 

(5) (b) The "property f a t t o r "  i s  a f r ac t i on ,  the numerator 

o f  which i s  the average-vaSae ORIGINAL COST o f  the  taxpayer's 

r e a l  and t ang ib l e  personal proper ty  owned o r  rented and used i n  

tonnect lon w i t h  the  operat ion o f  t he  new business f a c i l i t y  dur ing 

t he  t a x  pe r i od  and t he  denominator o f  which i s  the average-vdae 

ORIGINAL COST of a1 1 the texpayer 's r e a l  and tang ib le  persona1 

proper ty  owned o r  rented and used i n  t h i s  s t a te  dur ing the t a x  

per iod.  The average-vaSae ORIGINAL COST o f  1 such proper ty  

s h a l l  be determined as provided i n  a r t i c l e s  1t o  13 o f  t h i s  

t i t l e .  

SECTION 3. 39-22-508.3 Colorado Revi sed Statutes 1973, (I), 

as amended, i s  amended t o  read: 

39-22-508.3. Special c r e d i t  ava i lab le  - new business 



f a c i  1 i t y  - new employees. (1) kn,y taxpayer who es tab l i shes  a 

new business f a c i l i t y ,  as de f ined  i n  s e c t i o n  39-22-508.2 ( 3 ) ,  

s h a l l  be a l lowed a c r e d i t ,  i n  an amount determined under 

subsec t ion  (2 )  of  t h i s  s e c t i o n ,  aga ins t  t he  t a x  imposed by t h i s  

a r t i c l e  f o r  t h e  taxab le  y e a r  d u r i n g  which commencement o f  

commercial opera t ions ,  as de f ined  i n  s e c t i o n  39-22-508.2 (I), 

occurs a t  such new business f a c i l i t y  and f o r  each o f  t h e  n ine  

succeeding taxab le  years.  No c r e d i t  s h a l l  be a l lowed under t h i s  

s e c t i o n  unless the  number o f  new business f a c i l i t y  employees, as 

determined under s e c t i o n  39-22-508.2 (4 ) ,  engaged o r  mainta ined 

i n  employment a t  t h e  new business f a c i l i t y  f o r  t h e  taxab le  year  

f o r  which t h e  c r e d i t  i s  c la imed equals o r  exceeds f TWO 

persons. 

SECTION 4. Repeal. 39-22-508.7, Colorado Revised S ta tu tes  

1973, as amended, i s  repealed. 

SECTION 5. Safe ty  clause. The genera l  assembly hereby 

f i n d s ,  determines, and dec la res  t h a t  t h i s  a c t  i s  necessary f o r  

t h e  immediate p r e s e r v a t i o n  o f  t h e  p u b l i c  peace, heal.th, and 

sa fe t y .  

Bill  22 
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BILL 23 

A BI L L  FOR AN ACT 


CONCERNING PROPERTY TAXATION. 


Bill Summary 


.-I+---- -
re ect any amendments which may -be 

Removes personal property from the previously established 

framework for revaluation and implementation of revaluation of 

taxable property. 


--Be it enacted by the General Assembly of the State --- of- Colorado:-
SECTION 1. 39-1-104 (9), (lo), and (ll)(a) and the 


introductory portion to 39-1-104 (12), Colorado Revised Statutes 


1973, as amended, are amended, and the said 39-1-104 is further 


amended BY THE ADDITION OF A NEW SUBSECTION, to read: 


39-1-104. Valuation for assessment. (9) (a) For the years 

1977 through 1982,'the 1973 level of value and the manuals and 

associated data published in the year 1973 by the administrator 

shall be utilized for determining actual value of real and 

permnaS property in any county of the state as reflected in the 

abstract of assessment for each such year. 

(b) During the years 1979 through 1982, i n  preparation for 

its implementation in the year 1983, the respective assessors 



s h a l l  conduct reva lua t i ons  o f  a l l  t axab le  r e a l  and-pcrsonc+ 

p r o p e r t y  u t i l i z i n g  t h e  1977 l e v e l  o f  va lue and the  manuals and 

assoc ia ted  data pub l i shed  f o r  t h e  year  1977 by t h e  a d m i n i s t r a t o r  

and approved by t h e  adv isory  committee t o  t h e  admin i s t ra to r .  

(c )  For t h e  purposes of a r t i c l e s  1 and 9 o f  t h i s  t i t l e ,  

" l e v e l  o f  value" means t h e  ac tua l  va lue o f  t axab le  r e a l  und 

persona9 p r o p e r t y  as ascer ta ined by the  a p p l i c a t i o n  o f  t h e  

a p p l i c a b l e  f a c t o r s  enumerated i n  s e c t i o n  39-1-103 (5)  f o r  t h e  

calendar yea r  immediately preceding t h e  "base year" ,  which i s  t h e  

year  f o r  which t h e  a d m i n i s t r a t o r  i s  r e q u i r e d  by t h i s  a r t i c l e  t o  

p u b l i s h  manuals and assoc ia ted  data. 

(10) (a) For  t h e  years  1983 through 1986, t h e  1977 l e v e l  of 

va lue  and t h e  manuals and assoc ia ted  da ta  pub l i shed  i n  t h e  year  

1977 by t h e  a d m i n i s t r a t o r  and approved by t h e  adv i so ry  committee 

t o  t h e  a d m i n i s t r a t o r  s h a l l  be u t i l i z e d  f o r  de termin ing  ac tua l  

va lue  of  r e a l  and-persona9 p r o p e r t y  i n  any county o f  t h e  s t a t e  

as r e f l e c t e d  i n  t he  a b s t r a c t  of assessment f o r  each such year .  

(b) Dur ing  t h e  years  1983 through 1986, i n  p repa ra t i on  f o r  

i t s  implementat ion i n  t h e  y e a r  1987, t h e  respec t i ve  assessors 

s h a l l  conduct reva lua t i ons  o f  a l l  t axab le  r e a l  and-persona9 

p r o p e r t y  u t i l i z i n g  t h e  1981 l e v e l  of va lue and t h e  manuals and 

assoc ia ted  da ta  pub l i shed  i n  t h e  yea r  1981 by t h e  a d m i n i s t r a t o r  

and approved by t h e  adv isory  committee t o  the  admin i s t ra to r .  

(11) (a) It i s  t h e  i n t e n t  of t h e  general assembly Y as 

mani fested i n  subsect ions (9) and (10) of t h i s  sec t i on ,  t h a t  

every f o u r  years new manuals and associated data  w i l  1 be 



published by the administrator, after approval by the advi~ory 

committee to the administrator, and that said manuals and 

associated data and the level of value for the year which said 

manuals and associated data are published shall be utilized by 

assessors in the manner described in subsections (9) and (10) of 

this section for determining the actual value of real and 

persona3 property in each county of the state. 

(12) The requirement stated in subsections (9), (lo), and 


(11) of this section that the actual value of real and--persona4 

property be determined according to a specified year's level of 

value and manuals and associated data published by the 

administrator in said specified year and approved by the advisory 

committee to the administrator shall not apply to the assessment 

of the following classes of real or personal property: 

(12.1) It is the intent of the general assembly that the 


actual value of personal property is not to be determined 


according to a specified year's level of value and manuals and 


associated data published by the administrator in said specified 


year and approved by the advisory committee to the administrator. 


The mention of personal property in the exclusions listed in 


subsection (12) of this section shall not be construed to mean 


that subsections (9), (lo), and (11) of this section apply to 


personal property. 


SECTION 2. Applicability. This act shall apply to taxable 


years commencing on or after January 1, 1379. 


SECTION 3. Safety clause. The general assembly hereby 


Bill 23 




1 f i n d s ,  determines,  and dec lares  t h a t  t h i s  a c t  i s  necessary f o r  

2 t h e  immediate p r e s e r v a t i o n  of t h e  p u b l i c  peace, h e a l t h ,  and 

3 s a f e t y .  
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BILL 24 


A BILL FOR AN ACT 

1 CONCERNING INCOME TAX, AND RELATING TO THE COLORADO STANDARD 

2 DEDUCTION. 

B i l l  Summary 

(Note: - summary $e----l i e s  t o  t h i s  b i l l  as in t roduced -This  a and 
does no t  necessa r i l y  r e f  e c t  any amendments which may -be 
subsequent 1 1  adopted. 1 

Provides t h a t  t h e  Colorado standard deduct ion s h a l l  be a s e t  
sum m u l t i p l i e d  by the  annual i n f l a t i o n  f a c t o r  r a t h e r  than the  
g r e a t e r  of t h e  percentage deduct ion o r  t h e  low income allowance. 
The deduct ion  f o r  f ede ra l  income taxes i s  r e t a i n e d  as p a r t  o f  t h e  
Colorado standard deduct ion.  

Be i t  enacted & the  General Assembly of t h e  S ta te  of Colorado: 

SECTION 1. 39-22-112 (I), Colorado Revised S ta tu tes  1973, 

as amended, i s  amended t o  read: 

39-22-112. Colorado standard deduct ion o f  a r e s i a e n t  

i n d i v i d u a l .  (1) The Colorado standard deduct ion f o r  a r e s i d e n t  

i n d i v i d u a l  o r  a husband and w i f e  whose Colorado taxab le  income i s  

determined j o i n t l y  as though one taxpayer s h a l l  be the-percentage 

standard--dedactien--or--the--3ow-incame--a3~owance~-whichever-i~ 


greater;  ONE THOUSAND DOLLARS MULTIPLIED BY THE AIF, OR,  I N  THE 

CASE OF A MARRIED TAXPAYER FILING SEPARATELY, FIVE HUNDRED 



DOLLARS MULTIPLIED BY THE AIF, p l u s  the  deduct ion f o r  federal  

income t a x  as de f i ned  i n  s e c t i o n  39-22-113 (4 )  ( a ) .  

SECTION 2. 39-22-103.5 (1)  (a ) ,  (1) (b ) ,  (2 )  (b ) ,  and ( 2 )  

( c ) ,  Colorado Revised Sta tu tes  1973, as amended, are amended t o  

read: 

39-22-103.5. Annual i n f l a t i o n  f a c t o r  - purpose. 

(1) (a) That the  income t a x  laws o f  t h i s  s t a t e ,  i n  combinat ion 

w i t h  economic i n f l a t i o n ,  have caused i n e q u i t a b l e  t reatment  o f  t he  

taxpayer  because the  a p p l i c a t i o n  o f  t he  i n f l e x i b l e ,  s t a t u t o r i l y  

p resc r ibed  r a t e s  o f  t a x ,  petcentage standard deduct ion,  or 

Sow-income---aSSawance; and personal  exemption t o  i nc reas ing  

personal incomes has r e s u l  t e d  in increas i  ng the  taxpaye r ' s  

t axab le  income a1 though the  taxpayer '  s purchasing power has 

remained t h e  same o r  decreased; 

(b) That i t  i s  t h e  purpose o f  t h i s  sec t i on  t o  adopt a 

p r a c t i c a b l e  method o f  m i t i g a t i n g  t h e  i n e q u i t y  descr ibed i n  

paragraph (a) o f  t h i s  subsect ion (1) by p r o v i d i n g  f l e x i b i l i t y  i n  

s a i d  r a t e s  o f  t a x ,  percentage standard deduct ion, or-Sow-income 

aSSowance; and personal  exemption through t h e  development and use 

o f  an annual i n f l a t i o n  f a c t o r .  

(2) (b) The general assembly s h a l l  determine the  annual 

i n f l a t i o n  f a c t o r  as a percentage, and the  department o f  revenue 

s h a l l  m u l t i p l y  s a i d  percentage by the  r a t e s  o f  tax ,  percentage 

standard deduct ion,  or- -4ow- ineome--a~4ewance~ and personal 

exemption. A f t e r  the  taxab le  year  1978, t he  department o f  

revenue s h a l l  m u l t i p l y  t he  annual i n f l a t i o n  f a c t o r  f o r  t he  



c u r r e n t  t a x a b l e  yea r  by t h e  r a t e s  o f  t a x ,  percentage s t a n d a r d  

deduc t ion ,  or--3ow-income--a33aaance~ and personal exemption as  

a d j u s t e d  by m u l t i p l i c a t i o n  by the  annual i n f l a t i o n  f a c t o r  f o r  the  

previous  t a x a b l e  y e a r s  so  t h a t  t h e  a p p l i c a t i o n  of t he  annual 

i n f l a t i o n  f a c t o r  w i l l  be cumulat ive.  The r a t e s  of t a x ,  

percentage s t anda rd  deduct ion ,  or--Sow-income--a++owance; and 

personal  exemption, a d j u s t e d  by a p p l i c a t i o n  of t h e  annual 

i n f l a t i o n  f a c t o r  a s  provided i n  t h i s  s e c t i o n  and rounded t o  t h e  

n e a r e s t  one d o l l a r ,  s h a l l  be incorpora ted  i n t o  t h e  income t a x  

forms and i n s t r u c t i o n s  of t h e  department of revenue f o r  each 

t a x a b l e  y e a r .  

( c )  From t a x a b l e  y e a r  t o  t a x a b l e  y e a r ,  t h e  a p p l i c a t i o n  of 

t h e  annual i n f l a t i o n  f a c t o r  t o  t h e  r a t e s  of t a x ,  percentage 

s t anda rd  deduct ion ,  or--Sow-income--aSSowancc; and personal  

exemption may cause s a i d  r a t e s ,  deduct ion ,  or--aSSowance; and 

exemption t o  i n c r e a s e ,  remain the  same, o r  decrease .  

SECTION 3. Repeal. 39-22-112 ( 2 )  and (3),, Colorado Revised 

S t a t u t e s  1973, a s  amended, a r e  repea led .  

SECTION 4.  A p p l i c a b i l i t y .  This  a c t  s h a l l  apply t o  a l l  

t a x a b l e  y e a r s  commencing on o r  a f t e r  January 1, 1979. 

SECTION 5. S a f e t y  c l a u s e .  The general  assembly hereby 

f i n d s ,  de te rmines ,  and d e c l a r e s  t h a t  t h i s  a c t  i s  necessary f o r  

t h e  immediate p r e s e r v a t i o n  of t h e  p u b l i c  peace,  h e a l t h ,  and 

s a f e t y .  
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COMMITTEE ON LOCAL GOVERNMENT 


Senate J o i n t  Resolut ion No. 29 d i rec ted t h a t  the Leg is la t i ve  
Counci 1 appoint comni t tees  t o  undertake several studies dur ing the  
1978 inter im. Pursuant t o  t h i s  reso lu t ion  the Council d i rec ted t h a t  
an i n te r im  Committee on Local Government conduct the fo l low ing  
studies: 

(1)  A study of the  adequacy and problems associated w i t h  r u r a l  
hea l th  care i n  Colorado; 

(2a) A study o f  the  differences between the ''Colorado Mined 
Land Reclamation Act" and the "Federal Surface Mining Control and 
Reclamation Act" t o  determine what changes, i f  any, should be made i n  
the Colorado s ta tu tes f o r  the s t a t e  t o  continue the  admin is t ra t ion and 
enforcement o f  reclamation o f  mined lands i n  t h i s  state;  

(2b) A review o f  the "Federal Mine Safety and Health Amendments 
Act o f  1977" t o  determine the i n te r re l a t i onsh ip  between said ac t  and 
the cur rent  laws o f  the State of Colorado w i t h  regard t o  safe ty  and 
heal th  i n  the mines o f  t h i s  s t a te  and determine what changes, i f  any, 
should be made i n  Colorado s ta tu tes t o  conform t o  the provis ions o f  
sa id  act. 

(3)  A study of a l l  aspects and forms o f  federal regional 
governance including,  bu t  not  1i m i ted to, i t s  or ig ins ,  development, 
function, purpose, and goals. 

Further, the Legi s l  a t i  ve Council p r i o r i t i z e d  these studies i n  order o f  
importance. The l i s t i n g  above r e f 1  ects t h a t  order. 

Rural Health 

I n i t i a l  testimony brouqht t o  t he  comni t t e e t s  a t t en t i on  the 
e f f o r t  undertaken by the Governor's Study Comnission on Rural Health 
Manpower Solut ions formed i n  1977. This comnission was made up o f  a 
wide v a r i e t y  o f  i nd iv idua ls  concerned w i t h  r u r a l  hea l th  matters, 
i n c l  udi  ng consumers, heal th care providers, and representat ives o f  the 
executive and l e g i s l a t i v e  branches. The comnission reviewed a number 
o f  issues i n  the  course o f  i t s  study, and held f o u r  regional  hearings 
i n  order t o  obta in  greater  c i t i z e n  input. I t s  f i n a l  report ,  which was 
issued i n  February o f  1978, contained several recomnendations intended 
t o  improve r u r a l  health. I n  l i g h t  o f  t h i s  previous study, the comni t-
tee agreed t h a t  i t  should concentrate i t s  e f f o r t s  around the issues 
and the recomnendations contained i n  t h i s  f i n a l  report.  



In additioh, during the course of the interim, the comnittee 
heard testimony from a variety of witnesses involved in the rural 
health field. Included were the Colorado Medical Association, the 
Rural Health Association, the Governor's Office on Rural Heal t h ,  vari-
ous s ta te  agencies, Mountains/Plains Outreach Program, and University 
of Colorado Medical Center. 

Areas of Concern 

Based on i t s  review of this  report and additional testimony 
received, i t  appears that there i s  an inadequate level of health care 
being provided in several rural areas of Colorado, particularly the 
Eastern Plains, San Luis Valley, and on the Western Slope. This 
appears t o  be attributable t o  several causes which, while related to 
one another, may nevertheless be individual ly  identif led. Included 
among these causes are the fol lowing: 

Maldistribution of health care personnel - doctors, nurses, 
dentists, technicians, etc. - resulting in inadequate 
numbers located in rural areas; 

Training of inadequate numbers of family practitioners or 
primary care personnel which are needed most in rural 
areas; 

Poor coordination of services by both public and private 
agencies providing heal t h  care and inadequate mechanisms on 
the local level to identify needed health services and 
develop effective remedies; 

Inadequate education of the rural population in matters of 
health maintenance; 

Environmental factors - such as sanitary water supplies -
which have not been adequately addressed; and 

Absence of hard data relative t o  rural health matters, par-
ticul arly with respect to service-related needs. 

This l is t ing does not exhaust the issues in rural health matters which 
may be Identified, b u t  does include those key items which the comnit- 
tee discussed. 

The lack of primary health care providers, or more appropri-
ately their maldistribution, i s  perhaps the area which was cited most 
frequently as the major cause of the lack of adequate rural health 
within the State of Colorado. A 1971 study stated that "...in 1970 
there were 3,303 physicians -- non-federal doctors of medicine and 
osteopathy, including interns and residents -- reported to be provid- 



i n g  pa t i en t  care e i t h e r  i n  t h e i r  of f ices o r  as p a r t  o f  a hosp i ta l  
medical s t a f f  i n  Colorado." 1/ The repo r t  went on t o  emphasize, how-
ever, the uneven d is t r ibu t ion - in  the state. I t  reported t h a t  the 
physician-populat ion r a t i o  i n  1970 var ied from 37 per 100,000 i n  
Region 5 ( t h e  Eastern P la ins)  t o  192 per 100,000 i n  Region 3 ( the  
Denver Metro area). I n  addi t ion,  there were four  r u r a l  counties i n  
Colorado wi thout  a physic ian i n  1970. While these f igures are  dated, 
the cur rent  d i s p a r i t i e s  i n  i n t r a s t a t e  manpower r a t i o s  are apparently 
on the same order. 

I t  should be emphasized t h a t  t h i s  ma ld i s t r i bu t i on  w i t h i n  areas 
of the s ta te  extends t o  o ther  medical personnel as we1 1. Again 
r e fe r r i ng  t o  1970 f igures,  there were 51 non-federal den t i s ts  per 
100,000 people i n  Colorado. However, t h i s  r a t i o  var ied from a high o f  
58 per 100,000 people i n  Region 3 t o  27 per 100,000 people i n  Region 
5. There were 14 counties wi thout  a d e n t i s t  i n  1970. I n  addi t ion,  i n  
1970, wh i le  the r a t i o  o f  reg is te red  nurses (RN's) was 506 per 100,000 
statewide, t h i s  ranged from a high of 604 RN's per 100,000 people i n  
Region 3 t o  214 RN's per 100,000 i n  Reqion 10 (Southwest Colorado). 
There were two r u r a l  counties i n  1970 wi thout  an RN and seven r u r a l  
counties w i t h  on l y  one each. 

These f igures are more i l l u s t r a t i v e  than q u a n t i t i v e l y  correct. 
The committee found cur ren t  d e f i n i t i v e  f i gu res  i n  r u r a l  hea l th  matters 
d i f f i c u l t  t o  secure. Some caut ion should be exercised i n  u t i l i z i n g  
any manpower r a t i o s  when discussing the need f o r  hea l th  care per-
sonnel. It would appear t h a t  no wide ly  accepted optimum manpower t o  
populat ion r a t i o s  have been developed w i t h  which these f igures might 
be compared. Further, questions regarding the q u a l i t y  o f  manpower 
present ly  i n  r u r a l  areas has been c i t e d  as an important fac tor  which 
a f f e c t s  the actual  number o f  i nd i v i dua l s  who are de l i ve r i ng  e f fec t ive  
hea l th  care t o  r u r a l  residents. F ina l l y ,  the  r a t i o s  above do not  take 
i n t o  account the type o f  hea l th  serv ice which may be demanded by any 
given group of i nd iv idua l  s. 

Several fac to rs  were suggested t o  exp la in  t h i s  mald is t r ibut ion.  
I n  many instances a physician, upon a r r i v i n g  and p r a c t i c i n g  i n  a r u r a l  
s e t t i n g  f o r  a p a r t i c u l a r  t ime period, may become discouraged as a 
r e s u l t  a lack o f  su f f i c i en t  support -- professional  l y ,  economically, 
and from the community -- and consequently leave the  area. 

-1/ Mueller, Heinz: Colorado Health Consumer Survey: A Re i ona l  1% page 24; Colorado-Wyoming Regional Medica -T--- Program; . 



Because rural physicians and other health personnel are, in 
many instances, working without backup assistance, and their  workload 
i s  heavier than i n  an urban setting, these individuals are often 
restricted from pursuing any continuing educational opportunities. 
Further, because i n  many instances comnunication systems are not ade-
quate, health personnel are restricted i n  the amount of outside con- 
sultation which would ordinarily occur i n  an urban setting. In 
connection with this,  health personnel and particularly physicians are 
cutoff from outside professional stimulation. These elements are par- 
ticularly important to  a physician who, having been trained to seek 
out the advice of specialists in order to provide the "best" medical 
care, must function i n  a rural setting without such advice. 

Persona1 considerations may also enter into the problem. The 
increased workload and lack of support result i n  the reduction of 
time-off for  vacations and family outings. Many physicians a1 so 
receive considerably less i n  wages for an equal amount of work when 
compared w i t h  their  urban counterparts. The family members of the 
heal t h  personnel may a1 so feel is01 ated and miss some of the cultural 
amenities offered i n  an urban setting. Taken together, the health 
personnel i n  some cases may feel isolated and economically
disadvantaged. While these considerations are di f f icul t  to measure in 
objective terms, i t  would appear that  they do have an effect on the 

report of the Governor's Study Comnission as a of identifying 

abi 1 i ty of 1 ocal corrmuni t i es  
personnel. 

to a t t ract  adequate numbers of health 

Governor's Study Comnission Report 

As noted above, the comni t tee  agreed to ut i l ize  the final 
means 

those various problems affecting the provision of health care in rural 
areas and possible recomnendations to rectify them. 

The comnission's report contained a total of 35 recomnendations 
which were divided into three basic areas: s ta te  role; University of 
Colorado Medical Center role; and other solutions. The comnission 
argued that s ta te  government can have a very major role in the redis- 
tribution of health manpower w i t h i n  the state,  as well as stimulating
health personnel to s e t t l e  i n  rural s i tes.  The corrmission also found 
that the University of Colorado Medical Center can and should play a 
very major role i n  the redistribution of health manpower. 

Only a small number of the recomnendations contained i n  the 
final report would apparently require the passaqe of some legislation 
i n  order to implement them. I t  i s  contemplated that the remainder of 
these recomnendations could be implemented through the funding process 
or  by means of administrative action. 

Of these 'legislative" recomnendations, the proposal to create 
a rural health inst i tute was discussed most often by the comnittee. 
This inst i tute,  as envisioned by the commission, would function as a 
clearinghouse for a l l  s ta te  programs affecting rural health matters 
and, consequent1 y, would promote increased coordination of effort  



among t h e  s t a t e  agencies involved i n  r u r a l  heal th.  I t  would a l s o  
se rve  a s  a cen t ra l  employment se rv ice  f o r  hea l th  workers and po ten t i a l  
employers, and develop information and da ta  on ru ra l  heal th  se rv ices .  

The c o r n i t t e e ,  however, did not choose t o  endorse t h i s  concept. 
The c o m i ttee f e l t t h a t  c u r r e n t l y  funct ioni  ng proqrams appeared t o  
c a r r y  o u t  many of  t h e  suggested funct ions  of  t h i s  I n s t i t u t e .  In addi- 
t i o n ,  members believed t h a t  c rea t ion  of  a sepa ra te  agency would not  
ensure cooperation among the  many a c t o r s  i n  t h i s  area.  Quest ions were 
ra i sed  regarding the  p rac t i ca l  a u t h o r i t y  o f  such an agency t o  e f f e c t  
g r e a t e r  coordinat ion,  p a r t i c u l a r l y  with r e s p e c t  t o  p r iva te  agencies. 

Current Programs 

Testimony before t h e  comni ttee indica ted  t h a t  t h e r e  have 
recen t ly  been c rea ted  a l a r g e  number of s t a t e  and federa l  programs 
which a r e  intended t o  a f f e c t  r u r a l  hea l th  matters.  A t  t h e  s t a t e  
l e v e l ,  f i v e  executive departments, t h e  Off ice  of  t h e  Governor, and 
f i v e  s t a t u t o r i a l l y  crea ted  comnissions and counci ls  a r e  involved i n  
ru ra l  hea l th  matters .  These agencies c a r r y  on a t o t a l  o f  approxi-
mately 30 programs. These programs inc l  ude: 

Cornuni t y  pub1ic heal t h  nurses. Uti 1i zing federa l  funds, t h e  
Department of  Health Days a ~ ~ r o x i m a t e l  o fY one-fourth of  t h e  s a l a r i e s  
the  loca l  comuni ty' nurses i n  41 cbunt ies  without  organized heal th  
departments. The remainder of t h e  nurses '  s a l a r i e s  a r e  paid by county 
funds. In t h e s e  count ies ,  comnuni t y  nurses c a r r y  o u t  a number o f  
funct ions  including the prevention o f  i 11 ness, d i sab i  1 i t y ,  and iden- 
t i f i c a t i o n  of  hea l th  problems and a s s i s t a n c e  t o  persons i n  obtaining 
medical care .  

Pub1 i c  hea l th  s a n i t a r i a n s .  The Department o f  Health a l s o  pays 
one-fourth o f  the  s a l a r i e s  of s a n i t a r i a n s ,  who conduct food s e r v i c e  
inspect ions  and perform o t h e r  environmental hea l th  d u t i e s  i n  14 ru ra l  
count ies  ( t h e  county pays the  o t h e r  three-four ths  of  t h e  s a l a r y )  . 
This y e a r ' s  appropr ia t ion  f o r  t h i s  program t o t a l e d  $61,966, o f  which 
$32,910 was provided by general fund monies and $29,056 was provided 
by t h e  federa l  government. This program employs a t o t a l  of 16 sani-  
t a r i  ans. 

Local and regional  boards of  heal th .  Sect ion 25-1-516, C.R.S. 
1973. requires the  De~ar tment  o f  Health t o  Provide s u m o r t  on a Per 
c a p i t a  b a s i s  o f  95 cents '  t o  a s s i s t  loca l  departments o f  heal th.  ~ o c a l  
departments o f  hea l th  perform a wide v a r i e t y  o f  environmental heal th  
d u t i e s ,  inc luding d i s e a s e  c o n t r o l ,  c o l l e c t i o n  o f  v i t a l  s t a t i s t i c s ,  
d i s t r i b u t i o n  of  emergency medical supp l i e s ,  e t c .  

Emerqency medical services .  The Department o f  Health a s s i s t s  
loca l  governments in  planning and implementing emergency medical ser-
v i c e s  i n  loca l  a r e a s ,  pursuant t o  S.B. 454 passed i n  1977. This pro-
gram a l s o  inc ludes  t h e  provision o f  a WATS telephone l i n e  t o  t h e  
Poison Control Center  ($1 5,000). 



Women, Infants, and Chi ldren (WIC) Drogram. This program pro-
vides federal  funds t o  purchase n u t r i t i o u s  foods t o  low-f ncome preq- . . 
nant and nursing women, in fants  and youngsters. A1 1 o f  the monies are 
apparently being spent outs ide of the C i t y  and County o f  Denver. 

Local hosp i ta l i za t ion .  This program t rans fe rs  a t o t a l  o f  
$75,000 f o r  t h i s  f i s c a l  year from the Colorado General Hospi ta l  
budget, f o r  the purpose o f  p rov id ing  t h e  de l i ve r y  costs f o r  approxi-
mately 250 pregnant women. I n  t h i s  manner, necessary serv ices can be 
provided l oca l l y ,  r a the r  than a t  Colorado General Hospital.  

Family p rac t i ce  t r a i n i n g  - Un ivers i t y  o f  Colorado. This pro-
gram provides f o r  a three-year residency t o  t r a i n  doctors i n  a wide 
range o f  medicine so t h a t  they may provide medical care f o r  a l l  mem-
bers o f  the fami l y  and meet most of t h e i r  'medical needs. It was 
funded a t o t a l  o f  $670,710 and 34 FTE posi t ions.  This program oper-
ates the primary t r a i n i n g  program fo r  Family Pract ice  qesidents a t  the 
CU Medical Center w i t h  s a t e l l i t e  centers i n  F o r t  Col l ins,  Weld County, 
and Grand Junction. This program c u r r e n t l y  has 26.0 FTE residents i n  
t ra in ing .  I f  the t h i r d  year i s  funded for  Grand Junction, Weld 
County, and Fo r t  Col l ins,  the program w i l l  have 32.0 FTE residents i n  
t ra in ing,  w i t h  f r o m  10 t o  12 completing t r a i n i n g  each year. 

Fami l y  Medicine Center - Univers i  t v  o f  Colorado. Located i n  
Denver near the CU Medical Center, t h i s  i s  a "model" fami l y  p rac t i ce  
c l i n i c  o r  center which provides family p rac t i ce  residents w i t h  experi- 
ence i n  organiz ing medical services and t r e a t i n g  pa t ien ts  using the 
fami ly  p rac t i ce  concepts. I t  was funded $112,712 f o r  FY 1979, and 5.5 
FTE posi t ions.  

Comnuni t y  Medical Program - Un ivers i t y  o f  Colorado. A program 
i nvo l v i ng  the cooperative e f f o r t s  of the CU Medical Center, Colorado 
State ~ n i v s r s i  ty ,  and Rose Medical Center i s  intended t o  provide tech- 
n i ca l  assistance i n  the planning, development, and del  i v e r y  o f  medical 
care i n  r u r a l  communities. I t  was funded $120,131 f o r  FY 1979 and 3.0 
FTE. The program serves Ph i l  l i p s ,  Washington, Yuma, and Sedqwick 
Counties and i s  a lso ca l l ed  Mountain/Plains Outreach Program. Oper-
a t i n g  through two primary care centers a t  Julesburg and Haxtun, the 
program has rec ru i t ed  two physicians and an add i t i ona l  physician was 
rec ru i t ed  f o r  Ster l ing/Bai ley.  These are backed up by f i v e  fami ly  
p rac t i ce  res idents  from the School o f  Medicine t o  provide coveraqe t o  
these physicians f o r  vacation and cont inuing education. 

Health ro fess ion loan matchin . This program appropriated 
5 4 0 . t o  prov 3 0 0 1/9 match o f3 e t e requ i red funds f o r  
student loans t o  those' qua l i f y ing  i n s t i t u t i o n s  o f f e r i n g  hea l th  profes- 
s ion programs i n  pharmacy, nursing, ve te r ina ry  medicine, dent is t ry ,  
and the p rac t i ce  o f  medicine. The amount of student loan monies 
ava i lab le  t o  each ind iv idua l  i n s t i t u t i o n  i s  based on t h e i r  needs as 
determined by an evaluat ion o f  a grant  app l ica t ion.  Student e l i g i -
b i l i t y  f o r  t h i s  loan program i s  based p r i m a r i l y  on f i nanc ia l  need. 



Rural hea l th  education - Colorado State Universi ty. The 
cooperative extension serv ice I s  cu r ren t l y  involved i n  e f f o r t s  t o  
improve the hea l th  de l i ve ry  services i n  a va r i e t y  o f  r u r a l  areas 
through the orqanizat ion of and thc  development o f  hea l th  education, 
and heal t h  promotion programs i n  1 ocal comnuni ties. Currently, the 
extension serv ice has received requests from 16 counties f o r  assis-
tance i n  es tab l ish ing these programs. 

The Advisory Commission on Family Medicine. Created i n  1977, 
t h i s  12-member commission i s  d i rec ted  t o  assure h iah standards of 
fami l y  medicine, t o  i d e n t i f y  areas o f  the s ta te  underserved by fami l y  
physicians, t o  monitor the s ta te ' s  fami l y  medicine residency programs, 
and t o  recommend t o  the General Assembly appropr iate funds f o r  t h a t  
program. The commission i s  scheduled t o  be terminated on Ju ly  1, 
1979, unless continued by the General Assembly. 

The State Advisory Council on Emergency Medical Services. As 
art o f  the ~ r o v i s i o n s  o f  the "Emeraencv Medical Services Act" 

[ ~ r t i c l e  3.5 o f '  T i t l e  25, C.R.S. 1973, t197? Supp.)l, a 15-member 
counci l  was created i n  order to: 1) advise the ~epar tment  o f  Health on 
a1 1 matters r e l a t i n g  t o  emergency medical services; 2) make recom- 
mendations concerning the development of a statewide emergency medical 
services program; 3) determi ne the statewide emergency medical ser-
v ices needs; and 4 )  make recommendations concerni ng gui del ines and 
standards f o r  the de l i ve r y  o f  emergency medical services. Members of 
t h i s  advisory counci 1 are reimbursed on ly  f o r  necessary expenses 
re la ted  t o  t h e i r  a c t i v i t i e s  on the counci l .  

F ina l ly, the Statewide Area Heal t h  Education Centers Program 
deserves special mention. The SEARCH program i s  an e f fo r t  t o  
heal t h  manpower education, t he  geographic and speci a1 t y  - - . 

d i s t r i b u t i o n  of hea l th  manpower, and hea l th  services i n  Colorado by~ 

decentral i z i n g  the educational process. This e f f o r t  w i l l  u t i l i z e  four 
area heal th  education centers and t h e i r  associated s a t e l l i t e s  t o  
create a statewide educational network i n  Colorado. The area heal th  
education centers wi  11 be semi autonomous w i t h  1 ocal , incorporated 
boards o f  d i rec tors ,  s ta f f s ,  and advisory committees. Each center 
w i l l  have a separate budget which w i l l  be spent on a work program 
developed by the  center on the basis o f  performance contracts approved 
by the Un ive rs i t y  o f  Colorado Medical Center. 

The i n i t i a l  phase o f  the SEARCH program includes the develop-
ment o f  fou r  area heal th  education centers, three serv ing r u r a l  
regions and one serv ing Metropol i tan Denver. During subsequent 
phases, add i t i ona l  s a t e l l i t e  centers w i l l  be developed i n  the r u r a l  
regions and the scope of a c t i v i t i e s  w i t h i n  each region may broaden. 

The basic requirements and ingred ients  o f  an area heal th  edu-
ca t ion  center 's program are: (1 ) heal t h  student and res ident  primary 
care education; (2) cont inuing education and consul ta t ion f o r  hea l th  
professionals; and (3) ass i s t i ng  the comnuni t i e s  i n  the development of 
community hea l th  pract ices i f  necessary. Each o f  these component pro- 
grams w i l l  be d i rec ted  toward responding t o  regional needs w i t h  a 



major emphasis on primary care. The SEARCH program has also been 
directed to develop da ta  regarding the number of medical ly underserved 
persons in the state. 

The mission of SEARCH i s  to catalyze the development of area 
health education centers serving rural Colorado and to support such 
centers as a means of improving health manpower education, the envi- 
ronment for health professionals in rural areas, the geoqraphic
distribution of health manpower, and ultimately the health of rural 
residents. 

Federal Programs 

The federal government has a1 so initiated a variety of programs 
designed t o  improve rural health services. The Rural Health Initia-
tive has been developed by the U.S. Public Health Service and i s  
intended to integrate a number of existing federal programs and assist 
in the development of health care systems in rural areas. These pro-
grams involved are: The National Health Service Corps Program, the 
Mi g r a n t  Health Program; Comuni ty  Health Centers Program; Appal achi an 
Health Program, and the Health Underserved Rural Areas Program. I t  i s  
the intent of the Initiative to enhance the coordination of these pro- 
grams. Four of these programs relevant to Colorado are described 
be1 ow: 

The National Health Service Corps i s  a health system develop-
ment program directed toward the recruitment, placement, and retention 
of health care personnel in areas which are medically underserved. I t  
has the authority to assign physicians and other health care profes- 
sionals (as needed and feasible) in those areas which are designated
as Critical Health Manpower Shortage Areas. Such areas must meet spe- 
cific criteria dealing with total population and the types and numbers 
of health care providers delivering health care services i n  the par-
ticul a r  areas. 

The Community Health Centers Proqram i s  directed toward provid- 
i n q  primary health care services and supplemental health care services 
necessary ?or the adequate support of primary health care services to 
medically underserved populations. I t  also encourages coordination 
and integration of other health care resources. Comnunity Health Cen- 
ters must serve an area designated as a Medically Underserved Area. 

The Mi g r a n t  Heal t h  Program i s directed toward providing primary 
health care services and supplemental health care services necessary
for the adequate support of primary health and environmental services 
to migrant and seasonal agricultural workers and their fami lies. Co-
ordination and integration of other resources and health care activi- 
ties are among i t s  program activities. A Migrant Wealth Center serves 
i t s  target population in a lliqh Fliqrant Impact Area or a lliqh Impact
Area. 



The Health Underserved Rural Areas Program i s  primarily a 
development and research prowam interested i n  new conce~ts and 
methods of del ivering and financing health care services i n  rural 
areas, w i t h  the specific goal of improving availability of services to 
persons el igibl e for Medicaid. This Program w i  11 encourage existing 
self-sufficient health care providers to develop efficient and effec- 
tive health care systems for medically underserved rural areas. ihe 
Health Underserved Rural Areas Program seeks to determine the most 
effective approaches to and management systems for the delivery of 
health care services in rural areas. 

The federal government has also adopted the "National Health 
Planning and Resources Development Act of 1974" which establ f shed' 
mechanisms for the creation of health systems agencies w i t h i n  the 
states. These agencies are to serve primarily as planning agencies
for i t s  respective area of a state.  These health systems agencies are 
also to establish an annual implementation plan which describes the 
objectives which are to achieve the goals of the health systems plan.
These health systems agencies will also be responsible for the dis t r i -  
bution of federal funds i n  their  respective areas upon their  cer t i f i -  
cation by the federal government. 

This sumnary of current s ta te  and federal programs i s  by no 
means comprehensive, nor does i t incl ude the several private programs 
which are also intended to enhance rural health. Nevertheless, i t  
does indicate the expanding nature of public involvement and interest 
i n  this area. 

Comni t tee  Recommends t i  ons 

Throughout the committee's review of th is  matter, a variety of 
witnesses have indicated that a number of mechanisms have been created 
to deal with the problems cited above, and are now undertaking spe- 
c i f ic  programs i n  this regard. For example, the SEARCH Program,
implemented by the University of Colorado Medical Center, i s  devel- 
oping programs to assure the avai labil i t y  of continuing education pro- 
grams in the state. This i s  intended to reduce the sense of profes-
sional is01 ation experienced by health personnel. The MountainIPl ains 
Outreach Program i s  providing health care personnel and local comnun-
i t i e s  with an increasing level of support and planning services. 
Colorado State University, through i t s  extension service, and the 
Department of Education, are providing heal t h  education programs to 
educate consumers about health maintenance. In addition, other s ta te ,  
federal, and private agencies have undertaken additional programs to 
improve rural health services. 

This i s  not to say that the problems posed in the rural health 
area will be promptly resolved. However, the c o n i  t tee  was impressed
with the number of programs and agencies which are addressing these 
problems. Witnesses before the comnittee generally agreed that few 
additional governmental mechanisms are necessary i n  this  area. They 
were primarily concerned with the effective implementation of cur-



rently functioning programs. The comnittee agrees with this assess-
ment and accordingly has restricted the nature of i t s  recommendations. 

Testimony brought to the c o d  t tee s attenti on recent1y adopted 
federal legislation, "Rural Health Clinic Services Act of 197711, which 
i s  apparently intended to enhance the operation of health clinics 
establ i shed in medical ly underserved areas. 

As noted in the report of the House Committee on Ways and 
Means: -2/ 

Many isolated rural comuni t ies which have not been 
able to attract  or retain a physician have come to rely 
on clinics which do not follow the traditional model of 
physician delivery of medical services. These rural 
clinics are staffed, not by physicians, b u t  by specially 
trained nurse practitioners and physician assistants --
often referred to as primary care practitioners -- who 
are trained to provide primary medical care services 
traditionally performed only by physicians. A1 though 
there i s  physician supervision of the services provided 
by primary care practitioners, i t  i s  indirect rather 
than "over the shoulder." 

Under the original Medicare and Medicaid statutes, services of 
physicians practicing in a clinic setting are covered. Services pro-
vided in the clinic by personnel other than physicians and certain 
medical supplies are also covered when provided as incident to a 
physician's service. 

Over the years, however, this "incicent to" requirement has 
been interpreted to  mean that two requirements must be met. The f i r s t  
i s  t h a t  there must be direct physician supervision of the services 
provided by the non-physician personnel. The second i s  that the ser- 
vices provided by the nonphysician personnel cannot be physician-type 
services; that i s ,  they cannot be actual medical services. 

Primary care practi tioners, whether they practice in cl i nics 
where there i s  a physician present full-time, or in clinics where only 
the backup services of a physician are available, meet neither of 
these requirements. The services they provide are medical care ser- 
vices of the type ordinarily performed only by physicians, and the 
physician supervision of these services i s  only indirect. The ser- 
vices provided by these individuals were not therefore reimbursible 
under federal statutes. 

The Rural Heal t h  Cl inic Services Act amended these provisions, 
authorizing Medicare and Medicaid coverage for services furnished a t  
clinics staffed by these primary care practitioners. Colorado's cur-
rent Medicaid statute, however, does not authorize reimbursements for 

-21 H.R. Rep. No. 95-548 ( I ) ,  95th Cong., 1st sess. 3 (1977) 



such services and consequently rural clinics may only receive Medicare 
coverage. The comnittee believes i t  i s  desirable to authorize such 
reimbursements in order that reimbursements may be made directly to 
these clinics for these services. Such reimbursements would provide 
these clinics which an additional source of funds. 

Bill 25 w i  11 include as a reimbursable i tem under the Medicaid 
statute those services provided by nurse practitioners, physician 
assistants, and nurse midwives a t  these rural clinics. There are 
presently three clinics i n  Colorado which have been certified by the 
Department of Health as eligible for these payments. These three are 
located in Kiowa, F t .  Lupton, and Dove Creek. An additional seven to 
eight clinics have also asked for the necessary certification. 

Mined Land Reclamation 

Backqround 

The federal "Surface Mining Control and Reclamation Act of 
1977" i s  intended to "...establish a nationwide program to protect 
society and the environment from the adverse effect of surface coal 
mining;". I t s  primary purpose i s  to require the operators of both 
surface and underground coal mining operations to reclaim or rehabi 1 i-  
ta te  surface areas disturbed by mining operations. In doing so the 
act establishes a number of specific environmental performance stan-
dards with which operators must comply. This ac t  was signed by Presi- 
dent Carter on August 2,  1977, and was the culmination of a five-year 
effort  to adopt federal legislation in this  area. 

The Act provides for and encourages the participation of the 
s ta te  in the administration and enforcement of the environmental per- 
formance standards imposed by the act. Any s ta te  which wishes to 
maintain or assume exclusive .jurisdiction over the administration of 
the act on non-federal lands m u i t  submit and have approved a s ta te  
program by the end of an eighteen-month period beginning on the date 
of enactment (February 2, 1979)*. In order that the s ta te  program be 
approved, Section 503 (a)  of P.L. 95-87 provides t h a t  the s ta te  must 
have developed: 

a s ta te  law which provides for the regulation of surface 
coal mining and reclamation according to the provisions of 
the Federal Act; 

a s t a te  law which provides sanctions for  violations of the 
act  and the conditions of permits, which sanctions must 
include provisions covering civi 1 and criminal actions, 
forfeiture of bonds, suspensions, revocations and withhold- 
ing of permits, and cease and desist orders; 

3r 	 This date may be extended six months (i.e., to August 2, 1979) 
in the event states must adopt conforming legislation. 



(3)  	a s t a te  regu la tory  a u t h o r i t y  w i t h  s u f f i c i e n t  personnel and 
s u f f i c i e n t  funding t o  enable the s ta te  t o  regu la te  surface 
coal  mining and reclamation operations; 

(4)  	a s t a te  law which provides f o r  the implementation and 
admin is t ra t ion of a permit  system i n  accordance w i t h  the  
provis ions of the act; 

(5) 	a process o r  program fo r  t he  designation o f  areas as 
unsui table f o r  mining. This program would apparently deal 
w i t h  on ly  non-federal 1 ands ( the  Federal government would 
conduct t h i s  process on federa l  lands); and 

(6)  	a process t o  coordinate the  permit  system, and t o  avoid 
dup l i ca t ion  i n  the permit process. 

Ifno s ta te  program i s  submitted, o r  the  s ta te ' s  app l i ca t ion  i s  disap- 
proved, a federal  program i s  t o  be prepared and implemented w i t h i n  34 
months o f  the enactment o f  the a c t  (June 3, 1980). No s ta te  law o r  
regu la t ion  i n  e f f e c t  on August 2, 1978 may supercede the ac t  unless 
t h a t  law i s  a t  l e a s t  as s t r i ngen t  as the federa l  ac t  and no t  incon-
s i s t e n t  w i t h  any aspect of the federal act. 

As noted above, Section 503 (a)  o f  PL 95-87 requires t h a t  i n  
order t o  be approved, a s ta te  program must inc lude a s ta te  law requ-
l a t i n g  surface coal mining and reclamation according t o  the require-  
ments o f  the federal  act. Several basic features o f  the cur rent  s t a te  
program are s i m i l a r  t o  t h a t  envisioned by the federal  act. However, 
several apparent discrepencies appear t o  e x i s t  between the cur rent  
s t a te  ac t  and PL 95-87. 

Findings 

Present compliance. Based on i t s  i n i t i a l  review of the  federal 
"Surface Mininq Control and R e c l a ~ t i o n  Act o f  1977". and a comoarison 
o f  i t  w i t h  the- cu r ren t  Colorado Mined Land ~ec lamat ion  ~ c t ,  the  
comnittee concluded t h a t  the cu r ren t  s t a t e  s ta tu tes do no t  contain 
prov is ions s u f f i c i e n t  t o  comply w i t h  the federal act. I n  an attempt 
t o  conf i rm t h i s  f inding,  the committee forwarded a l e t t e r  t o  the  
O f f i ce  o f  the S o l i c i t o r ,  Department o f  the I n t e r i o r ,  requesting an 
opinion regarding the adequacy o f  the cur rent  Colorado ac t  v is-a-v is 
the federal  act. The comnittee received a response which read i n  
par t :  

I n  answer t o  your question, the Sta tu te  does no t  contain 
the necessary and adequate prov is ions t o  s a t i s f y  the 
requirements o f  Section 502 of the Act ( I n i t i a l  ~ G u l a -
t o r y  Procedures) nor Section 503 o f  the Act (State Pro- 
grams). For the In te r im program (Section 502), the  
O f f i c e  o f  Surface Mining (OSM) i s  working cooperat ively 
w i t h  the Colorado D iv is ion  of Mined Land Reclamation and 
the Colorado Mined Land Reclamation Board t o  develop a 



voluntary program of compliance f o r  Colorado operators 
w i t h  the I n te r im  Performance Standards o f  t he  Act. For 
the Permanent State Program (Section 503), we look for- 
ward t o  working w i t h  you and your comnittee i n  devel-
oping acceptable l e g i s l a t i o n  which w i l l  be one of the 
c r i t e r i a  f o r  an approved State  Program. 

The Off ice o f  the S o l i c i t o r ,  i n  the same l e t t e r ,  refused t o  
e laborate on those areas o f  the cur rent  Colorado ac t  which are def i -  
c ient .  It was the pos i t i on  of the S o l i c i t o r ' s  O f f i c e  t h a t  a fur ther  
explanation o f  def ic iencies may unduly in f luence the development o f  
necessary s t a t e  l eg i s l a t i on .  

A comparison of the federal  and s t a t e  reclamation acts, how-
ever, revealed t h a t  both s ta tu tes env is ion the use o f  s i m i l a r  regula- 
t o r y  mechanisms. Both acts u t i l i z e  a permit  system requ i r i ng  approval 
and issuance of a permit  p r i o r  t o  comnencement o f  a mining operation. 
Approval i s  based upon the review o f  an app l i ca t ion  which i s  t o  spec- 
i f y  the manner i n  which an operator w i l l  achieve ce r t a i n  reclamation 
performance standards. Submission o f  a performance bond i s  a lso 
required, and lega l  and admin is t ra t ive  sanctions may be imposed upon 
operators f o r  f a i  1 i n g  t o  comply w i t h  the requirements o f  the permit 
and it s  accompanying reclamation plan. 

The federal act, however, appears t o  enumerate several rec la-
mation standards and procedural requirements which are e i  t he r  i n  addi -
t i o n  to, o r  more s t r i ngen t  than Colorado's act. These inc lude the  
following:* 

506 (b)  	 Permits issued f o r  a f ive-year  period; Section 
34-32-109 (5), C.R.S. 1973, a l lows a permit t o  be 
v a l i d  f o r  the  " l i f e  o f  the mine". 

507 (b) (14) Appl i c a t i o n  t o  conta in  cross-sectional maps of 
land; Section 34-32-112, C.R.S. 1973, does requ i re  
information on ore bodies and overburden, b u t  does 
n o t  requ i re  informat ion regarding t e s t  b o r i  ngs o r  
core samplings, data on subsurface water, r i d e r  
seams, the stratum beneath the  coal, e x i s t i n g  o r  
previous mining l i m i t s ,  aquifers, na tu ra l  drainage, 
discharges, etc. 

* I n  reviewing these comparisons note t h a t  the i n i t i a l  c i t a t i o n  
re fers  t o  the federal  act, and t he  second, the  Colorado Stat- 
utes. 



Appl icat ion t o  conta in  reclamation p lan i n  p a r t  
descr ib ing measures t o  p ro tec t  water systems, 
r i g h t s  and quant i ty ;  Section 34-32-1 16 of 
Colorado's 	 s ta tu tes  requ i res  disturbances t o  the 
hydrologic balance t o  be minimized, b u t  the a c t  
seems no t  	 t o  requ i re  a statement o f  steps t o  be 
taken i n  the reclamation plan, and no p rov is ion  f o r  
p ro tec t ion  of water r i g h t s  i s  evident. 

509 (b) 	 With regard t o  performance bonds, operators t o  be 
l i a b l e  through l i a b i l i t y  and revegetat ion per iod o f  
f i v e  years ( t en  years i n  some cases); Colorado's 
a c t  requires reclamation t o  be completed i n  phases, 
each f ive-year per iod t o  be considered a phase. I t  
does not, however, c l e a r l y  requ i re  a s i m i l a r  
l i a b i l i t y  period. 

515 (b) ( 13) 	Operator t o  back f i  11 and compact, res to re  approxi-
mate o r i g i n a l  contour, bury ac id  and t o x i c  mate- 
~ i a l s ,  prevent s l ides,  erosion, po l lu t ion ,  
revegetate; 34-32-1 16 (q) , of Colorado's a c t  
requires backfi  11 ing, b u t  apparently no t  
compaction; 34-32-1 16(b), requires grading the to- 
pography cons i s t e n t  w i  t h  f i n a l  land uses, ra ther  
than approximate o r i g i n a l  contour and has no spe- 
c i f i c  provis ions f o r  e l im ina t i on  o f  h iqh wa l l s  and 
depressions; 34-32-116 (j), provides t h a t  spo i l  
p i l e s  are t o  be protected; 34-32-116 (d), provides 
t h a t  ac id  forming o r  t o x i c  producing mater ia l  be 
handled so as t o  prevent p o l l u t i o n  b u t  does no t  
provide f o r  bur ia l .  

515 (b) (10) 	Minimize disturbance t o  hydrologic balance; I n  
Colorado, 34-32-1 16 (1  ) (h) , provides t h a t  d is turb-  
ances t o  the p reva i l i ng  hydroloqic balance i n  sur- 
face and groundwater system be minimized, bu t  does 
no t  extend t o  o f f - s i t e  areas, nor  does i t  incorpo-
r a t e  the s p e c i f i c i t y  o f  the federal act. 

515 (b) (16) Contemporaneous reclamation e f for ts ,  exemptions f o r  
combined underground/surface mines; 34-32-1 16 (1) 
( r ) ,  o f  Colorado's a c t  provides t h a t  reclamation be 
ca r r i ed  ou t  w i t h  a l l  reasonable di l igence. Seems 
adequate, bu t  the s ta te  a c t  contains no spec i f i c  
provis ions f o r  underground/surface operations. 

515 (b) (20) Assume the responsi b i  1 it y  for  successful 
revegetat i  on. The Colorado ac t  contains no simi 1 a r  
provision. I n  addi t ion,  34-32-116 ( r )  (11), (111), 
C.R.S. 1973, al lows f o r  a l te rna te  revegetat ion when 
vegetat ion cannot be established, and i s  no t  
authorized i n  the federal  act. 



51 5 ( b )  (24) Consideration of f i sh ,  wi ld l i fe  and environmental 
values; 34-32-116 (1)  ( k ) ,  requires consideration 
of food, she1 t e r  and ground cover fo r  wildlife.  
Implies, b u t  does not specify enhancement of envi- 
ronmental resources. 

51 5 ( c )  (3) 	 Approval of various post-mining uses; 34-32-1 16 (1 ) 
( k )  does not require proposed use to be equal to  or  
be t te r  than the current economic o r  public use as 
does PL 95-87; applicant need not provide assurance 
of adequate financial capabili ty o r  tha t  proposed 
use be consistent w i t h  adjacent land uses. 

516 (b) (9)  	Avoid acid mine drainage; 34-32-116 (1) ( d ) ,  "acid 
forming o r  toxic producing material .. . shall  be 
handled i n  a manner t o  protect the drainage system
from pollution." T h i s  appears more general than 
the federal s t a tu te  which includes requirements for  
casing, sealing, and otherwise managing bore holes, 
shafts ,  and we1 1s. 

516 ( b ) ( l l )  Best technology to  minimize disturbance to f i sh ,  
wild1 i f e  and related environment; 34-32-1 12 (3)  
( d )  , requires recl amation pl an to  describe proposed 
rehabili tation of wildl i fe ,  b u t  the s t a t e  law does 
not have the specif ic  requirements of the federal 
act.  

Section 520 of PL 95-87 also allows any ci t izen having an 
in teres t  which is or  may be adversely affected t o  begin a c iv i l  action 
to compel compliance w i t h  the act.  These suits may be brought against 
the United State government, the appropriate s t a t e  agency, o r  against 
any other person who is alleged t o  be i n  violation of any rule ,  regu-
lat ion,  order o r  permit. Any person who i s  injured through the viola- 
t ion of any rule,  regulation, order, o r  permit by any operator may 
also b r i n g  an action for  damages i n  the appropriate judicial d i s t r i c t .  
In Colorado, sections 34-32-114 and 11 5 allow for  ci t izen objections 
to permit applications, b u t  do not appear to  specif ical ly vest the 
c i t izen  w i t h  the r i g h t  to  compel compliance. 

In addition, in order to  assume regulatory authority of the 
federal ac t ,  each s t a t e  program must incl ude procedures to  designate 
areas of land as unsuitable for  coal mining operations. These areas 
may be designated as unsuitable for  mining upon a determination tha t  
the reclamation of the disturbed area would not be technologically or 
economically feasible ,  or  i f  a coal min ing  operation would: 

-	 be incompatible w i t h  existing s t a t e  or  local land use plans 
or program; 

-	 resul t  i n  s ignif icant  damage to  important his tor ic ,  cul-
tura l ,  s c i en t i f i c ,  and es the t ic  values and natural systems; 



-	 a f f e c t  renewable resource lands i n  such a manner as t o  
r e s u l t  i n  the  subs tan t ia l  l o s s  o r  reduc t ion  o f  lonq-ranse 
p r o d u c t i v i t y  of water supply o r  o f  food o r  f i b e r ;  

-	 a f f e c t  na tu ra l  hazard areas i n c l u d i n q  areas sub jec t  t o  f r e -  
quent f l o o d i n q  and areas of uns tab le  qeology. 

The federa l  a c t  a1 so es tab l  ishes those a d m i n i s t r a t i v e  procedures t o  be 
u t i l i z e d  i n  making these determinat ions. 

Colorado's a c t  does n o t  p rov ide  any s i m i l a r  mechanisms f o r  t h e  
des ignat ion  o f  areas as unsui ted f o r  mining. Sect ion 34-32-115 does 
a l l o w  the  Mined Land Reclamation Board t o  disapprove a permi t  appl i ca -  
t i o n  i f  t h e  area t o  be a f f e c t e d  inc ludes areas s i m i l a r  t o  those 1 i s t e d  
above. However, t h i s  i s  n o t  a process designed f o r  the p r i o r  desiq-
na t ion  o f  exempt areas. 

Const i  t u t i o n a l  Issues 

It should a l s o  be emphasized t h a t  throughout i t s  examination o f  
t he  federa l  "Surface Mining Contro l  and Reclamation Act  o f  1Q77", the  
committee has been aware of a cont inu ing debate r e l a t i v e  t o  the  con-
s t i t u t i o n a l  it y  o f  t h i s  act,  and p a r t i c u l a r l , ~  the  var ious prov is ions  
contained i n  T i t l e  V. Several c o r n i  t t e e  members have questioned the  
p r o p r i e t y  o f  t he  act ,  and the  a u t h o r i t y  o f  the  federa l  qovernment t o  
regu la te  mining a c t i v i t i e s  w i t h i n  the  states,  p a r t i c u l a r l y  those con-
ducted on non-federal 1 ands. 

I t  has a l s o  come t o  t h e  c o r n i t t e e ' s  a t t e n t i o n  t h a t  a s u i t  has 
been f i l e d  i n  the  U.S. D i s t r i c t  Court f o r  t h e  Southern D i s t r i c t  o f  
Indiana (brought by the  Indiana Coal Assoc ia t ion  and o the r  p l a i n -  
t i f f s ) ,  cha l leng ing the  p rov i s ions  of t h e  a c t  on t h e  qrounds t h a t  i t  
represents uncons t i t u t i ona l  i n t r u s i o n  upon s ta tes '  prerogatives. I n  
add i t ion ,  t he  Commonwealth of V i r g i n i a  i s  a p l a i n t i f f  i n  a separate 
s u i t  f i l e d  i n  the  U.S. D i s t r i c t  Court f o r  t h e  D i s t r i c t  of Columbia i n  
which the  same issues a r e  ra ised.  

The Federal s ta tu tes  appear t o  base much o f  t h e i r  a u t h o r i t y  t o  
c l a i m  o v e r r i d i n g  j u r i s d i c t i o n  on t h e  p rov i s ions  o f  t he  Commerce Clause 
of the federa l  Const i tu t ion .  T i t l e  1 o f  t h e  act ,  f o r  example, s tates:  

(g )  surface mining and rec lamat ion standards a re  
essen t ia l  i n  order  t o  i nsu re  t h a t  compet i t ion  i n  i n t e r -
s t a t e  corrmerce among s e l l e r s  o f  coal  produced i n  d i f f e r -  
e n t  s ta tes  w i l l  n o t  be used t o  undermine the  a b i l  i t y  o f  
t he  several s ta tes  t o  improve and main ta in  adequate 
standards on coal min inq operat ions w i t h i n  t h e i r  bord- 
e rs; 

Witnesses before the  committee, however, have chal lenqed t h i s  bas is  of 
au tho r i  ty, contending t h a t  the r e g u l a t i o n  o f  coal  min ing operat ions, 
and p a r t i c u l a r l y  the  r e g u l a t i o n  o f  t h e i r  environmental e f f e c t s ,  does 



n o t  substantially affect  interstate commerce to a deqree t h a t  would 
allow conqressional intervention. 

They concede that i f  act ivi t ies which in and of themselves are 
usually considered to be intrastate activi t ies are found to have such 
a close and substantial relationship to interstate commerce that their 
control i s  essential to protect that commerce from burdens and 
obstructions, Congress may undertake measures to control these activi- 
t ies.  However, the production of coal, and the regulation of i t s  
environmental impact are activi t ies quite separate from the interstate 
sale of that material. Witnesses contend that the necessary relation- 
ship between interstate commerce and the reclamation of mined land was 
not established by Congress nor i s  such a relationship readily apoar- 
ent. 

Committee Recommendations 

If one accepts the Federal supremacy declaration, i t  would seem 
apparent then t h a t  Colorado's statutes must be modified in order to 
afford this  state the opportunity to assume primary administrative 
control of the federal surface mining and control act. The committee, 
however, has also been concerned about the need for or desirability of 
this  assumption of responsibility. The consensus of the committee 
appears to support efforts toward the s ta te ' s  assumption of this pro- 
gram. The rationale for this  support stems primarily from testimony 
which characterized a state regulatory proqram as more conducive to 
the production of coal. State proqrams are more responsive to local 
conditions, needs, and situations, while national or federal proqrams 
are often unable to recoqnize the unique geologic, economic, or envi-
ronmental features of a state. Additionally, time delays and other 
procedural problems frequently encountered in federal 1 y administered 
programs may hamper the development of Colorado's coal resources and 
achievement of effective reclamation. Further, implementation of an 
approved s ta te  plan will result in the receipt of federal funds for 
the reclamation of abandoned mined lands in the state. The s ta te  
could therefore receive an estimated $2 million per year for this  pur- 
pose. These funds may la ter  be utilized to construct public faci l i -  
t i es  impacted by coal development. 

During i t s  in i t ia l  meetinq on June 20, i t  was brought to the 
committee's attention that a committee under the sponsorship of the 
Colorado Mining Association (CMA) had been formed to develop a pro-
posal to comply with the requirements of the federal act. The commit- 
tee concluded that this  proposal could serve as a useful vehicle for 
the development of the appropriate legislation t o  comply with the fed- 
eral act. This prooosal was later  transmitted to the committee a t  i t s  
August 22 meetinq. Unfortunate1y, this  proposal could not be reviewed 
by other groups or aqencies concerned with this  topic prior to i t s  
submission to the committee. 

Subsequent examination and analysis of this  proposal a t  i t s  
September 19 meeting revealed several areas of deficiency which were 



generally agreed to fatal ly flaw the b i l l .  Indeed, correspondence 
with the Office of Surface Mining confirmed this  conclusion that the 
CMA draft was inadequate. 

I n  order to develop the necessary revisions to this  prooosal, 
i t  was suqgested that an ad hoc advisory corrmittee be formed to serve 
as a forum for discussion of the CMA draft and the necessary revi- 
sions. This advisory comittee was to be made up of representatives 
of the Colorado Department of Natural Resources, the Office of Surface 
Wninq, the environmental community and representatives of the coal 
industry. The interim comnittee agreed with this  suggestion and urqed
t h a t  these revisions be developed as quickly as possible. 

The ad hoc comittee divided i tse l f  into two sections -- one to 
deal with procedural questions, and one to deal with performance stan- 
dards. Both sections worked to insure that the CMA bi l l  would meet 
the federal requirements, whi1 e accomnodatinq existinq s ta te  laws, 
regulations, and proqrams. 

Unfortunately, the ad hoc comnittee was able to complete the 
revision of only part to the CMA draft in time for consideration by 
the interim corrmittee a t  i t s  final two meetings. This delay was 
attributed to the complexity of the federal act and the problems 
encountered in integrating the requirements of the federal law into a 
pre-existing s ta te  regulatory framework. The ad hoc committee did, 
however, forward these partial revisions to the comnittee for i t s  con- 
sideration. I t  also requested that the interim comnittee specifically 
endorse the concept of amending s ta te  law in order to obtain a feder-
ally approved s ta te  program for reclamation of lands affected by coal 
mining. 

The comnittee did not believe that recommendation of either the 
CMA draft b i l l ,  or the partially amended proposal was appropriate a t  
this  time. The comnittee was not afforded an adequate opportunity to 
review the recomnended amendments prior to i t s  final meetinq and hence 
i t  f e l t  that their approval would be premature. Further, the recom-
mendation of the CMA draft was thought to be inappropriate because of 
i t s  inadequacies. The committee therefore reconmends no leds la t ion  
a t  this  time. The comnittee does endorse the concept of a s tate pro- 
gram rather than the use of a federal program in order to implement 
this  federal act. I t  also supports the current efforts of the ad  hoc 
comni t tee  and urges that this  process continue in order t o  develop the 
necessary legislation. 

A t  the same time, however, the comnittee continues to question 
the propriety of the federal act i t se l f .  Witnesses have suqgested 
t h a t  this act represents an unconstitutional intrusion into an area of 
s ta te  authority, and have urged that i t  be challenqed. The comnittee 
agrees t h a t  while the development of necessary legislation should con- 
tinue as out1 ined above, the matter of the federal act 's  constitu- 
tionality should be pursued. I n  this effort ,  the comnittee has asked 
Mr. Hamlet Barry, Director, Division of Mined Land Reclamation, to 
examine the manner in which the state may continue the development of 



l e q i s l a t i o n  wi thout  r e s t r i c t i n q  i t s  a b i l i t i e s  t o  challenqe the federal 
act.  It urges t h a t  whi le  the General Assembly proceeds w i t h  the 
development o f  l eg i s l a t i on ,  i t  should continue t o  pursue t h i s  exami-
nat ion o f  the federal  ac t ' s  c o n s t i t u t i o n a l i t y .  

Mine Health and Safety 

In t roduct ion 

P r i o r  t o  the enactment o f  the Federal t l ine Safety and Health 
Amendments Act o f  1977 (PL 95-164). federal hea l th  and safety laws 
were composed of two separate statutes:  The Federal l le ta l  and 
Non-Metallic Mine Safety Act o f  1966 (The Metal Act) and The Federal 
Coal Mine Health and Safety Act  of 1969 (The Coal Act). While the 
Coal Act contained considerably more comprehensive requl  a to ry  s t ruc-
tures and more s t r inqen t  standards than the Metal Act, both acts 
included as p a r t  of t h e i r  regu la tory  scheme, measures t o  encourage a 
cooperative e f f o r t  between s ta te  and federal requ la tory  aqencies. 

The Metal Act (30 U.S.C.A. 735) author ized states t o  undertake 
the enforcement o f  the federal proqram under broad federal  super-
v is ion,  and fur ther  authorized any s ta te  t o  submit a s ta te  p lan which, 
ifapproved, enabled i t  t o  develop and enforce hea l th  and safety stan-
dards i n  the metal and non-metall ic mines o f  the state.  I n  addi t ion,  
the Coal Act (30 U.S.C.A. 437) d i rec ted  the Secretary o f  the I n t e r i o r  
t o  cooperate w i t h  s ta te  mine inspect ion and sa fe ty  agencies, and fur-  
the r  authorized him t o  u t i l i z e  the services o f  such agencies i n  
connection w i t h  the admin is t ra t ion of the  act. These ef for ts  were 
intended t o  ".. . promote sound and e f f ec t i ve  coordinat ion of Federal 
and l oca l  a c t i v i t i e s  w i t h i n  the f i e l d  covered by t h i s  t i t l e . "  
Colorado had p r i o r  t o  the enactment of these amendments cooperated 
w i t h  the federal  government i n  administer ing i t s  safety program. 

Prompted by several deaths which occurred i n  two mining acci-  
dents i n  1976, the Senate Comni t t e e  on Human Resources i n i t i a t e d  a 
review o f  these two sa fe ty  acts.  As a r e s u l t  o f  t h i s  review, t h a t  
committee drew a number o f  conclusions regardinq enforcement and 
admin is t ra t ion of these laws: 

- The Metal Act d i d  no t  provide e f f e c t i v e  p ro tec t ion  for 
miners from heal th  and sa fe ty  hazards, and enforcement sanctions under 
t h a t  a c t  were i n s u f f i c i e n t  t o  encourage compl iance; 

- Enforcement o f  s a f e t , ~  and hea l th  laws should be the respon-
s i b i l i t y  of agencies which are general ly  responsible f o r  the needs of 
workers; 

- Both the Coal Act  and the Metal Act d i d  no t  provide means t o  
r eac t  qu i ck l y  enough t o  newly manifested heal th  hazards; 

- The procedures by which safe ty  and heal th  standards were 





Health Admini s t ra t ion ,  Department o f  Labor, i s  cu r ren t l y  
expanding i t s  s ta f f ing i n  Colorado and other  States t o  
accomplish the requirements of PL 95-164. 

I n  br ie f ,  there i s  no p rov is ion  f o r  author iz ing the  
State of Colorado o r  any other State t o  assume, under 
general Federal supervision, exclusive admin is t ra t ive  
con t ro l  o f  Federal mine safe ty  and hea l th  s ta tu tes and 
ru l es  and regulat ions.  State Plan Agreements as e x i s t  
under OSHA o r  as prev ious ly  ex is ted under the Metal and 
Nonmetal 1 i c  Mine Safety Act  of 1966 are no t  authorized. 

Commi t tee Recomnenda t i ons 

Based on t h i s  testimony the committee has concluded t h a t  i t  i s  
unnecessary t o  amend Colorado's mine safety and inspect ion s ta tu tes so 
as t o  comply w i t h  the federal act. 

Witnesses before the committee, however, have suggested t h a t  
the e f f o r t  be made t o  encourage the  amendment of the federal  ac t  i n  
order t o  a l low for  the s ta te ' s  p a r t i c i p a t i o n  i n  the federal  program. 
As i n  the case of the admin is t ra t ion o f  mined land reclamation s ta t -  
utes, these witnesses argued t h a t  s t a te  enforcement of mine safety and 
hea l th  s ta tu tes i s  preferable t o  federal enforcement. This i s  because 
s t a t e  enforcement i s  more responsive t o  the l oca l  condit ions, needs, 
and s i t ua t i ons  o f  mininq operations. And aqain, t ime delays and other  
procedural problems posed by federal  enforcement are reduced. 

The comnittee therefore  recommends R i l l  26, which i s  a j o i n t  
memorial urg inq the Uni ted States Congress t o  amend the federal  ac t  t o  
a l low the s ta tes t o  p a r t i c i p a t e  i n  the admin is t ra t ion o f  federal  s t a t -  
utes. - 3/ 

Federal Regional Governance 

Given the study p r i o r i t i e s  establ i shed by the Leq i s l a t i ve  Coun- 
c i l ,  and the r e s u l t i n g  time 1 im i t a t i ons  imposed upon it, the 
committee's review o f  t h i s  top ic  was 1 im i ted  i n  scope. The comnittee 
did, however, receive testimony from a v a r i e t y  o f  i nd iv idua ls  reqard- 
i n g  federal regional  governance and i t s  impact on s ta te  and loca l  
governmental author i ty .  Generally, these witnesses objected t o  the 
admin is t ra t ion o f  federal  programs through regional  orqanizations. It 
was suggested t h a t  such an admin is t ra t ive  s t r uc tu re  undermined the 
cons t i t u t i ona l  au tho r i t y  o f  s ta te  government and v io la ted  the p r i n -  
c i p l e s  o f  federal  ism. It was f u r t h e r  suqgested t h a t  such administra- 
t i v e  s t ruc tures be "outlawed" i n  t h i s  state.  

3/ - This same memorial has been recommended by the In te r im Comnit- 
tee on Transportat ion and Energy. 



The cormi t tee concurs w i t h  the general observations made by 
these witnesses t h a t  the federal government has implemented a va r i e t y  
o f  programs which impinge on the f l e x i b i l i t y  o f  the s ta te  t o  develop 
programs most su i ted t o  i t s  needs. Such federal  proqrams have con-
t r i b u t e d  t o  the f u r t h e r  growth i n  governmental bureaucreacy which i s  
increas ing ly  and unnecessari ly impacting upon various areas o f  s t a te  
government and p r i v a t e  a c t i v i t y .  The comnittee therefore  recommends 
B i l l s  27 and 28, which are  j o i n t  memorials. 

B i l l  27 i s  a j o i n t  memorial which urges the  United States Con-
qress t m i n  from enacting l e g i s l a t i o n  t h a t  goes beyond those spe- 
c i f i c ,  enumerated, and l i m i t e d  powers delegated t o  i t  by the Constitu- 
t ion.  

B i l l  28 i s  a j o i n t  memorial which expresses the General 
~ s s e m b l y ' s p p r o v a l  o f  the manner i n  which federal reqional  aaen-
c ies  were establ ished and present ly function.41 -

-4/ This j o i n t  memorfal' was disapproved by the Leq i s l a t i ve  Council 
a t  i t s  November 21 meetinq. 
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COMMITTEE ON LOCAL GOVERNMENT 


BILL 25 


A BILL FOR AN ACT 

IHCLUDING RURAL HEALTH CLINIC SERVICES IN THE PROGRAM OF BASIC 

SERVICES FOR THE CATEGORICALLY NEEDY. 

B i l l  Sumnary 

(Note: This sununar a l i e s  t o  t h i s  b i l l  as introduced and 
does not  -"""''''''''''''''''''''''''''''''''''&-r e  amenaments  which -necessari v e c t  T e  
s r l b s e q G tIm 

Provides t h a t  r u r a l  hea l th  c l i n i c  services are  included i n  
the basic services f o r  the ca tego r i ca l l y  needy i n  order t o  
conform t o  federal  law. 

Be i t  enacted & the General Assembly o f  the State o f  Colorado: 

SECTION 1. 26-4-105 ( I ) ,  Colorado Revised Statutes 1973, as 

amended, i s  amended BY THE ADDITION OF A NEN PARAGRAPH t o  read: 

26-4-105. Basic services f o r  ca tego r i ca l l y  needy. 

(1)  (m) Rural hea l th  c l i n i c  services. 

SECTION 2. E f f ec t i ve  date. This a c t  sha l l  take e f f e c t  J u l y  

1, 1979. 

SECTION 3. Safety clause. The general assembly hereby 

finds, determines, and declares t h a t  t h i s  ac t  i s  necessary f o r  

the immediate preservat ion o f  the pub l i c  peace, health, and 

safety. 



COMMITTEE ON LOCAL GOVERNMENT 

BILL 26 

JOINT MEMORIAL NO. 1 

MEMORIALIZING THE CONGRESS OF THE UNITED STATES TO ENACT 
AMENDATORY LEGISLATION TO RETURN TO STATES THE RIGHT TO 
REGULATE OR PARTICIPATE I N  REGULATING MINES RELATING TO MINE 
SAFETY AND HEALTH STANDARDS. 

WHEREAS, The General Assembly o f  t he  Sta te  o f  Colorado 
recognizes the  ongoing importance o f  t he  min ing i n d u s t r y  t o  the  
Sta te  o f  Colorado, as w e l l  as t o  the  e n t i r e  na t ion ;  and 

WHEREAS, The ex is tence o f  t he  small mine opera tor ,  who p lays  
an impor tan t  p a r t  i n  t he  min ing i ndus t r y ,  i s  endangered by the  
impact o f  t he  "Federal Mine Safety and Hea l th  Act o f  1977" (P .  L. 
95-164) ; and 

WHEREAS, Said a c t  de f ines  a  mine as any area o f  land from 
which any minera ls  a re  ex t rac ted ,  bo th  on t h e  sur face and 
underground, i n c l u d i n g  the  lands, excavat ions, and o the r  
f a c i l i t i e s  used i n  the  work o f  e x t r a c t i n g  such minera ls ,  which 
d e f i n i t i o n  n o t  on l y  covers t h e  commonly thought  o f  min ing 
a c t i v i t i e s  such as coa l ,  s i l v e r ,  and molybdenum operat ions,  b u t  
a l s o  inc ludes  a c t i v i t i e s  such as sand and grave l  excavat ion; and 

WHEREAS, Said a c t  has caused a  f u r t h e r  e ros ion  o f  bas ic  
s t a t e s 1  r i g h t s  by exc lud ing  any p a r t i c i p a t i o n  by a  s t a t e  i n  the  
r e g u l a t i o n  and i nspec t i on  o f  mines r e l a t i n g  t o  s a f e t y  and h e a l t h  
standards; and 

WHEREAS, There are  d i s t i n c t  d i f f e rences  i n  min ing  operat ions 
across the  n a t i o n  which a re  bes t  understood and regu la ted  on a 
s t a t e  l e v e l  r a t h e r  than the  na t i ona l  l e v e l  through na t i ona l  
l e g i s l a t i o n  which i s  o f t e n  i n f l e x i b l e  o r  incompat ib le w i t h  s t a t e  
needs and cond i t i ons ;  and 

WHEREAS, The r i g h t  o f  a  s t a t e  t o  develop i t s  own r e g u l a t o r y  
program and t o  per form i t s  own inspect ions  o f  mines r e l a t i n g  t o  
s a f e t y  and h e a l t h  standards should be preserved; and 

WHEREAS, Min ing  i n d u s t r y  acc ident  s t a t i s t i c s  have shown 
s i g n i f i c a n t  improvement under cooperat ive programs w i t h  s t a t e  
agencies, p r i v a t e  i n d u s t r y ,  and labor ;  now, the re fo re ,  



Be It Resolved by the  o f  t he  F i f ty -second General 
Assembly of t he  Sta te  o f  Colorado, t h e  concu r r i ng  
here in:  

That we, t h e  members o f  t h e  F i f ty -second General Assembly o f  
t h e  Sta te  o f  Colorado, urge t h e  Congress o f  t h e  Un i ted  States t o  
enact amendatory l e g i s l a t i o n  which would r e t u r n  t o  s ta tes  the  
r i g h t  t o  r e g u l a t e  o r  p a r t i c i p a t e  i n  t he  r e g u l a t i o n  o f  mines 
r e l a t i n g  t o  mine s a f e t y  and h e a l t h  standards. 

Be It Fur the r  Resolved, That copies o f  t h i s  Memorial be sent  
t o  t h e  President  o f  t h e  Un i t e d  States, t o  t h e  Pres ident  o f  t h e  
Senate and the  Speaker o f  t h e  House o f  Representat ives o f  t h e  
Congress o f  t h e  Un i ted  States , and t o  each member o f  t h e  Congress 
o f  t h e  Un i ted  States from t h e  S ta te  o f  Colorado. 



COMMITTEE ON LOCAL GOVERNMENT 

BILL 27 

JOINT MEMORIAL NO. 2 

MEMORIALIZING THE CONGRESS OF THE UNITED STATES TO REFRAIN FROM 
ENACTING LEGISLATION GOING BEYOND ITS DELEGATED POWERS. 

WHEREAS, The C o n s t i t u t i o n  o f  t h e  Un i ted  Sta tes  o f  America 
delegates s p e c i f i c ,  enumerated, and l i m i t e d  powers t o  t h e  fede ra l  
government and, more s p e c i f i c a l l y ,  t o  t h e  Congress o f  t h e  Un i ted  
Sta tes ;  and 

WHEREAS, A l l  o t h e r  sovere ign power remain ing beyond t h a t  
s p e c i f i c a l l y  delegated t o  t h e  federa  1  government i s  reserved t o  
t h e  s ta tes  r e s p e c t i v e l y  o r  t o  t h e  people pursuant  t o  t h e  t e n t h  
amendment t o  t h e  C o n s t i t u t i o n ;  and 

WHEREAS, The fede ra l  government and s p e c i f i c a l l y  t h e  
Congress o f  t h e  Un i ted  Sta tes  has taken a c t i o n  on severa l  
occasions which i n t r u d e s  upon t h e  sovere ign power reserved t o  t h e  
s t a t e s  and which extends beyond those powers i t  may 
c o n s t i t u t i o n a l l y  per form; and 

WHEREAS, The Congress o f  t h e  Un i ted  Sta tes  should t ake  t h e  
i n i t i a t i v e  t o  r e s t r a i n  and l i m i t  i t s  l e g i s l a t i o n  t o  t h a t  which 
comes w i t h i n  t h e  s p e c i f i c ,  enumerated, and l i m i t e d  powers which 
i t  has been delegated by t h e  C o n s t i t u t i o n ,  r a t h e r  than con t i nu ing  
t o  enact  o f f i c i o u s  l e g i s l a t i o n  which extends beyond i t s  
c o n s t i t u t i o n a l  power; now, t h e r e f o r e ,  

Be It Resolved by t h e  o f  t h e  F i f t y - second  
General Assembly o f  t h e  S ta te  o f  Colorado, t h e  
concu r r i ng  here in:  

That  we, t h e  members o f  t h e  F i f t y - second  General Assembly o f  
t h e  S ta te  o f  Colorado, urge t h e  Congress o f  t h e  Un i ted  Sta tes  o f  
America t o  r e f r a i n  from enac t ing  l e g i s l a t i o n  which i s  beyond t h e  
s p e c i f i c ,  enumerated, and l i m i t e d  powers delegated t o  i t  by t h e  
C o n s t i t u t i o n  o f  t h e  Un i ted  Sta tes  o f  America, thereby e l i m i n a t i n g  
o f f i c i o u s  l e g i s l a t i o n  which i n t r u d e s  upon t h e  sovere ign powers 
reserved t o  t h e  s ta tes .  

Be It F u r t h e r  Resolved, That copies o f  t h i s  Memorial be sent  
t o  t h e  Pres ident  o f  t h e  Un i ted  Sta tes ,  t h e  Pres ident  o f  t h e  



1 Senate and t h e  Speaker o f  t h e  House o f  Representa t ives  o f  t h e  
2 Congress o f  t h e  U n i t e d  S t a t e s ,  and t o  each member o f  t h e  Congress 
3 o f  t h e  U n i t e d  S t a t e s  from t h e  S t a t e  o f  Colorado.  



COMMITTEE ON LOCAL GOVERNMENT 

BILL 28 

JOINT MEMORIAL NO. 3 

EXPRESSING TO THE CONGRESS OF THE UNITED STATES THE STATE OF 
COLORADO'S DISAPPROVAL OF FEDERAL REGIONAL GOVERNMENT. 

WHEREAS, Pursuant t o  a P res iden t i a l  Execut ive Order issued 
i n  1972, t he  federa l  government es tab l ished and implemented 
federa l  reg iona l  government; and 

WHEREAS, It i s  beyond t h e  c o n s t i t u t i o n a l  power o f  t he  
federa l  government, speci f i c a l  l y  the  Pres ident ,  t o  es tab l  ish and 
implement f ede ra l  reg iona l  government i n  t he  manner as has been 
done; and 

WHEREAS, Th is  S ta te  disapproves o f  t h e  manner i n  which 
fede ra l  reg iona l  government f unc t i ons  and the  powers i t  
exerc ises;  now, the re fo re ,  

Be It Resolved by the  o f  t he  F i f ty -second 
General Assembly o f  t h e  S ta te  o f  Colorado, t h e  
concu r r i  ng he re i  n: 

That we, t he  members o f  t he  F i f ty -second General Assembly o f  
t h e  S ta te  o f  Colorado, express our  d isapproval  o f  federa l  
reg iona l  government i n  t h a t  i t  was es tab l i shed  and implemented 
and p r e s e n t l y  f unc t i ons  i n  a  manner which i s  beyond t h e  power o f  
t h e  federa l  government, s p e c i f i c a l l y  t h e  President ,  under the  
C o n s t i t u t i o n  o f  t he  Un i ted  States o f  America. 

Be It Fur the r  Resolved, That copies o f  t h i s  Memorial be sent  
t o  t he  Pres ident  o f  t h e  Un i ted  States, t o  t he  President  o f  t h e  
Senate and t h e  Speaker o f  t h e  House o f  Representat ives o f  t he  
Congress o f  t he  Un i ted  States,  and t o  each member o f  t h e  Congress 
o f  t h e  Un i ted  States from the  S ta te  o f  Colorado. 
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Rackaround 

I n  1978 the General Assembly adopted Senate Dill f l F ,  the 
"Pol icemen's and Ti remen's Pension Reform Act". Senate Bi 11 A6 (Parts 
3 and 3 of Article 30, Tit le  31, Colorado Revised Statutes 1973) 
resulted from a 1977 interim committee study which recoqnized t h a t  the 
issues surroundincr firemen's and policemen's ~ensions,  and the costs 
thereof, were of such an extensive nature that more detailed studv was 
needed in order to fullv address these matters, h u t  t h a t  based unon 
the information then available, the General Assemhlv could address in 
a 1imi ted fashion, the !latter of the proper fundinq of these ret ire-  
ment plans. 

The committee recommended the ado~tion of a policv to fund  a 
public retirement system on a sound actuarial basis, as contrasted 
with pa.y-as-you-go financinq. Fundinq on an actuarial basis seeks to 
assure: 1 ) t h a t  level contributions will be made over a proloncred 
period; 2 )  t h a t  present taxpavers and employees pav for the benefits 
earned by present employees for the services thev render; 3 )  t h a t  
assets will be accumulated in a manner sufficient ( a t  some point) to 
f u l f i l l  the benefit comrni tments i f  further contributions to the 
retirement system were to be discontinued; and 4 )  t h a t  i t  will be pos- 
sible to estimate the lonq-term cost of proposed ~ l a n  modicications. 

The committee recommended t h a t  fundinq of policemen's and 
firemen's pension ~ l a n s  should be based, a t  a minimum, on payment of 
the fund's normal cost (the annual contribution from al l  sources which 
is  necessary t o  f u n d  each vear's share of the ultimate retirement 
benefit), plus a t  least a share of the unfunded l i ab i l i t i es .  Addi-
tional 1v ,  the cornmi t tee recommended procedures to he imp1 emented in 
1Q72 to prevent further increases in unfunded l i ab i l i t i es  and to beqin 
to provide funds to pay off the present outstandina l i ah i l i t i es .  

Senate 9111 46, lq78 Session 

As a means of achievinq the above policies, the 1q77 committee 
recomnended a bill  which became Senate Rill 46 ,  1Q78 Session. 4s 
enacted, Senate Rill 46: 

( 1 )  	Requires that full fundinq of f i r e  and police pension funds 
be implemented i n  1979 to cover both the unfunded accrued 
l i ab i l i tv  and current normal service costs of active mem- 
bers. 

( 2 )  	Allows local qovernments which find the contribution levels 
for full f u n d i n q  required in ( 1 )  above to be too costlv, to 



gradua l ly  increase t h e i r  l e v e l  of c o n t r i b u t i o n s  over  a 
per iod  of years. This approach w i l l  a l l o w  more t ime f o r  
the l o c a l  qovernments t o  a d j u s t  t o  the  necessary increases 
i n  employee and employer con t r i bu t i ons .  

( 3 )  	Provides two methods t o  increase the 1 eve1 of employer con-
t r i b u t i o n s  based on the  s i z e  of the  m u n i c i p a l i t y  o r  f i r e  
p r o t e c t i o n  d i s t r i c t .  For l o c a l  governments under 5Q0,00n 
populat ion,  c o n t r i b u t i o n s  w i l l  beqin a t  a l e v e l  o f  5n per-
cent  o f  the sum o f  pension cos ts  berl inninq i n  January, 1970 
and increase 5 percent per  year u n t i l  f u l l  fundinq i s  
achieved. For l o c a l  qovernments over 500,QWI poou la t ion  
based on the  1970 census (Denver), c o n t r i b u t i o n s  w i  11 beqin 
i n  January 1979 a t  a l e v e l  of 20 percent  of pension costs, 
and increase 10 percent per  year u n t i l  f u l l  fundinrl i s  
accornpl ished in 1987. 

( 4 )  	Requires, f o r  the  f i r s t  time, an a c t u a r i a l  study of a l l  
pension funds us inq  a common fundinq method and un i fo rm 
assumptions t o  deterwine the  a c t u a r i a l  1 i a b i l  it v  o f  each 
fund and t o  prov ide  a comprehensive statewide n r o f  il e  o f  
the f i n a n c i a l  c h a r a c t e r i s t i c s  o f  a1 1 plans. There repor t s  
were submitted t o  each e n t i t y  on o r  before September 1, 
1973, and con ta in  a determinat ion o f  t he  minimum annual 
r a t e  of c o n t r i b u t i o n  each l o c a l  qovernment must produce t o  
r e e s t a b l i s h  t h e i r  pension funds on an a c t u a r i a l l y  sound 
basis. 

( 5 )  	Provides procedures t o  be used i n  s e l e c t i n a  the  a c t u a r i a l  
f i rms t o  conduct these studies,  and charqes the  Sta te  4udi- 
t o r  w i t h  e s t a b l i s h i n g  the  a c t u a r i a l  methods and assumptions 
t o  be used. 

( 6 )  	P r o h i b i t s  any m o d i f i c a t i o n  by l o c a l  a c t i o n  o f  any pension 
p lan  a f t e r  December 1, 1978. F-lember c o n t r i  bu t i on  r a t e s  
must be increased t o  a minimum of 5 percent  unless a p lan  
i s  c u r r e n t l y  funded and r a t e s  may be increased t o  a maximrm 
o f  10 percent  and s h a l l  be increased bv s t a t u t o r i l y  estah- 
l i s h e d  minimums over a seven-year period. New employees 
a r e  t o  be temporar i l y  covered bv e x i s t i n q  p lans b u t  they 
may no t  be vested there in .  I t  was intended t h a t  they a re  
t o  be covered by new* pension p lans t h a t  are t o  be developed 
by the  Policemen's and Firemen's Pension Reform Comission.  

(7)  Creates 	 a s t a t u t o r v  Pol icemen's and Firemen's Pension 
Reform Commission t o  studv l e q i s l a t i o n  r e l a t i n q  t o  the  
funding o f  pensions and b e n e f i t  desiqns. The comnission i s  
composed o f  15 l e r l i s l  a to rs  -- 5 Senators and 10 Representa- 



t i v e s  -- appointed by the  Leadership of the  General Assem- 
b ly. 

(f?)	Increases the  s t a t e ' s  c o n t r i b u t i o n  t o  bo th  f i r e  and p o l i c e  
pension funds by $2 m i l l i o n .  

( 9 )  	Inc ludes a repea ler  e f fec t i ve  Januarv 1, 1991 which i s  
intended t o  prov ide  an i n c e n t i v e  t o  the  c o m i s s i o n  and 
employer and emplovee woups t o  desian a new pension bene- 
f i t  p lan  f o r  submission t o  t h e  General Assembly t h a t  could 
be f u l l y  funded on a con t inu in4  basis. 

The p rov i s ions  of Senate R i l l  46 a r e  p r i m a r i l v  concerned w i t h  
l i m i t e d  matters o f  the  adequate fundinq of pension plans. The a c t  
does not  address o t h e r  important  issues such as the  appropr ia te  stan- 
dards o f  b e n e f i t s  f o r  newly h i r e d  po l  icemen and firemen. 

As the  1977 r e p o r t  s tated:  

The c o m i  t t e e  concluded t h a t  t h e  development of new 
packages f o r  pol  icemen and f i remen (and, perhaps r e v i -  
s ions t o  e x i s t i n g  laws) should be delayed pendinn 
complet ion o f  a d e t a i l e d  a c t u a r i a l  s tudy o f  a l l  pension 
p lans i n  1978.... The issues n o t  y e t  resolved, b u t  
which should be addressed by t h e  comiss ion ,  i nc lude  
maximum b e n e f i t  l eve ls ,  fundinq, re t i remen t  aqes and 
leng th  of se rv i ce  requirements, v e s t i n q  and refunds of 
bene f i t s ,  d i s a b i l i t y  benef i ts ,  pos t - re t i rement  increases 
and conso l i da t i on  o f  pension p lans  i n t o  a statewide 
system. -l /  

I n  o rde r  t o  address these issues, Senate R i l l  46 created the  
Policemen's and Firemen's Pension Reform Commission and d i r e c t e d  the  
c o m i s s i o n  to: 

. . .study and develop proposed 1 e q i s l a t i o n  r e l a t i n q  t o  
funding o f  policemen's and f i remen 's  pensions i n  t h i s  
s t a t e  and b e n e f i t  desiqns o f  such pension plans. The 
c o m i s s i o n  study s h a l l  i nc lude  a rev iew o f ,  and the pro- 
posed 1 e g i s l a t i o n  may include, amoncl o t h e r  sub.iects, t he  
fo l l ow inq :  

-11 Report t o  the  Colorado General Assembly, Committee on F i r e  and 
Pol i c e  Pensions, Colorado Leqi  s l a  t i v e  Counci 1 Research Pub1 i-
c a t i o n  No. 229, December, 1977, p. 8. 



( a )  Normal re t i remen t  aae and c o m ~ u l  sory r e t i r e -  
ment; (b )  Payment of benef i ts  p r i o r  t o  normal 
re t i remen t  age; ( c )  Serv ice requirements fo r  
e l i q i b i l i t y ;  ( d )  Rate of accrual of benef i ts ;  
(e )  D i s a b i l  it y  benef i ts ;  ( f )  Surv ivors '  bene-
f i t s ;  ( q )  Vest inq of benefi ts;  ( h )  Employee con- 
t r i b u t i o n s ;  ( i ) Postret i rement  increases; (j) 
Creat ion o f  an a d m i n i s t r a t i v e  board; (k) Cre-
a t i o n  o f  a  consol idated statewide system; ( 1 )  
D i s t r i b u t i o n  o f  s t a t e  funds; (m) Coordinat ion o f  
b e n e f i t s  w i t h  o the r  proqrams; ( n )  The vo lunteer  
f i remen's pension s.ystem. -21 

F i n a l l y ,  w h i l e  the  s t a t u t e  e s t a b l i s h i n q  the  commission does n o t  
exp i re  u n t i l  January 1, 1981, the  comnission was t o  develop cos t  anal- 
yses o f  any b e n e f i t  proposals and t o  r e p o r t  Qn i t s  p rowess  t o  the  
General Assembly b.v January 1  , 1979. 

Results of Ac tua r ia l  Studles 

Senate B i l l  46 requ i red  t h a t  an a c t u a r i a l  study of a l l  
pol  icemen's and f i remen's pension funds be conducted under the  super-
v i s i o n  o f  the  Sta te  Audi tor .  The a c t  perml t ted  each m u n i c i n a l i t y  and 
f i r e  p r o t e c t i o n  d i s t r i c t  t o  e l e c t  t o  use t h e  serv ices of i t s  own actu- 
a ry  i n  conduct inq the  va lua t ion  (based on the  method and assumptions 
adopted by the  Sta te  Aud i to r )  o r  t o  use the  serv ices  o f  t he  Mar t i n  E. 
Seqal Company, the  a c t u a r i a l  f i r m  designated by the  Sta te  Aud i to r  t o  
conduct o r  rev iew a l l  of t he  s tud ies  required.  F i f t y  p lans e lec ted 
the  use o f  l o c a l  ac tuar ies  and a  t o t a l  of f i v e  a c t u a r i a l  f i r m s  were 
u t i l i z e d .  

The purpose o f  the a c t u a r i a l  va lua t ions  was two-fo ld -- t o  
determine the  1979 c o n t r i b u t i o n  ra tes  necessary f o r  each pension p lan  
t o  meet the  mininium funding standards es tab l ished under Senate R i l l  A6 
and t o  determine the  actual  s ta tus  (assets and unfunded 1  i a b i l  i t i e s )  
of a l l  such pension funds. 

A t  t he  comnisslon's October meeting, the  l l a r t i n  E. Seqal Co., 
consul t i n g  actuar ies,  presented a p r e l  iminary r e p o r t  showinq the  
r e s u l t s  o f  138 p o l i c e  pension funds and 43 f i remen's pension funds. 
Data was no t  y e t  a v a i l a b l e  on about 25 a d d i t i o n a l  small pension plans; 
these w i l l  be inc luded i n  the  f i n a l  a c t u a r i a l  repor t ,  and a  separate 
r e p o r t  w i l l  be submitted on vo lunteer  f i remen's ensi ion plans. Due t o  
the  very small s i z e  o f  the  25 uncompleted plans, t h e i r  i n c l u s i o n  i s  
no t  expected t o  s i  q n i f i c a n t l y  a1 t e r  any of t he  p r e l  iminary f ind inqs .  

3/- Sect ion 31-30-901 (3) Colorado Rcviset1 Statutes , 1073, as 
enacted by S.R. 46, 1973 Session. 



The p re l  iminary ac tuar ia l  repor t  ind icated that :  

The t o t a l  con t r i bu t i on  r a t e  based on the minimum 
fundinq standards var ies dramatical 1  y amonq the plans -
from about 14Y t o  65% of pay ro l l  f o r  pol i c e  plans, and 
from about ln%t o  7W f o r  f i r r tn~en's plans. I n  an t i c ipa -  
t i o n  o f  t h i s ,  S.R. 46 contains a hardship prov is ion 
which al lows mun ic ipa l i t i es  and f i r e  n ro tec t ion  d is -  
t r i c t s  t o  gradual ly  phase i n  the bu lk  con t r ib l l t i on  r a t e  
over a  per iod of years. 

t t lunicipal i  t i e s  and f i r e  p ro tec t ion  d i s t r i c t s  -
except those i n  excess o f  500,000 - e lec t i ng  t h i s  hard-
ship prov is ion w i l l  con t r ibu te  f i f t y  percent of the r a t e  
determined according t o  the minimum fundinq standards i n  
1979, and w i l l  annual ly increase t h i s  percentage by f i v e  
percentage po in ts  u n t i l  1989 when they w i l l  con t r ihu te  
the f u l l  minimum con t r ibu t ion  rate.  

Mun ic ipa l i t i es  i n  excess of 500,000 e l ec t i ng  the 
hardshiv prov is ion w i l l  con t r ibu te  twenty percent o f  the 
r a t e  determined according t o  the minimum fundinq stan- 
dards i n  1979, and w i l l  annual ly increase t h i s  percent-
age by ten percentaqe po in ts  u n t i l  1987 when thev w i l l  
con t r ibu te  the f u l l  minimum con t r i bu t i on  rate.  

I t  i s  important t o  understand t h a t  the  percentaqe 
r a t e  which increases each year under the hardship prov i -  
s ion w i l l  he app l ied t o  an amount which a lso increases 
each year. Because f u l l  payment o f  the minimum con-
t r i b u t i o n  r a t e  w i l l  no t  occur f o r  about a  decade, the 
unfunded past serv ice l i a b i l i t y  w i l l  continue t o  wow 
dur inq the same period. Thus, the d o l l a r  amount of the 
con t r ibu t ion  required under the hardship p rov is ion  w i l l  
qrow each year due t o  increases i n  both the oercentaae 
con t r ibu t ion  r a t e  and the unfunded past  serv ice l i a b i l -
ity. -31 

I n  terms o f  actual do l la rs ,  the repo r t  ind icates that, as of 
January 1, 1978, t o t a l  pay ro l l  f o r  po l  icemen and firemen amounted t o  
near ly $96 m i l l  i o n  -- $56.5 m i l l i o n  f o r  pol i c e  and QW.4 m i l l i o n  f o r  
firemen. Total  assets f o r  a1 1  pol icemen's and firemen's pension funds 

-31 "Prel iminary Report, Actuar ia l  Valuations of Pol icemen's and 
Firemen's Pension Plans i n  Colorado As of  January 1, 1973", 
Mar t in  E. Segal Co., October, 1975, pp. 2 and 3. 



amounted t o  n e a r l y  570 m i l l i o n  -- $32.2 m i l l i o n  f o r  p o l i c e  and $37.6 
m i l 1  i o n  f o r  f iremen. Unfunded 1 i a b i l  it i e s  (p ro jec ted  t o  December 31, 
1973) amount t o  n e a r l y  9430 m i l l i o n  -- $227.3 m i l l ' i o n  f o r  p o l i c e  and 
$201.5 m i l l i o n  f o r  firemen. A complete breakdown o f  t h e  above data, 
by i n d i v i d u a l  fund, i s  t o  be presented separa te ly  i n  t he  f i n a l  r e p o r t  
o f  t he  M a r t i n  E. ~ e r l a l  company. 

Committee Procedures 

The Aud i to rs  Pension Advisory Comnittee (APAC). A t  t h e  o u t s e t  
o f  i t s  study, the comnission e lected,  as a means of  r e c e i v i n q  maximum 
i n p u t  and cooperat ion, t o  ask the  S ta te  Aud i to r  t o  reappo in t  an adv i -  
sory  commi t t e e  composed of i n t e r e s t e d  employee and empl over repre-
senta t ives .  Such a comni t tee had been i n  ex is tence du r inq  t h e  1977 
study. The comni t tee thus appointed, cornon ly  c a l  l e d  the  "Audi tors 
Pension Advisory Comni t t e e "  (APAC) , met between the  requ l  a r  comnission 
meetings i n  an at tempt t o  develop s p e c i f i c  suqgestions and comments 
upon t h e  comnission's ac t i ons  and repor ted  r e q u l a r l y  t o  the  commission 
throughout t he  study. Appendix A conta ins  a l i s t i n q  o f  the  Aud i to rs  
Pension Adv isory  Comni t t e e ' s  members hi^. APAC even tua l l y  developed a 
s p e c i f i c  proposal f o r  t he  p rov i s ions  o f  pensions f o r  newly h i r e d  o f f i -  
cers. Whi le t h a t  proposal was n o t  incorpora ted  i n  i t s  e n t i r e t y  i n  the  
commission recomnendations many o f  t h e  suqqest ions were adopted. 
Table 1 conta ins  a comparison of  t he  APAC b e n e f i t  proposal, t he  
commission's bas i c  recomnendation, t he  e x i s t i n q  pension b e n e f i t s  pro-
v ided by law t o  f i remen i n  c i t i e s  over  lflQ,fl00, and the b e n e f i t s  
o f f e r e d  t o  members o f  t he  s t a t e  p a t r o l  under the  Pub l i c  Employees 
Retirement System (PERA). 

Issues be fo re  the  commission. I n  addressi na the  s p e c i f i c  ques-
t i o n s  r a i s e d  i n  Senate B i l l  46, the  commission beaan i t s  d e l i b e r a t i o n s  
by cons ide r ing  a number o f  broad p o l i c y  issues. Amonq these were such 
quest ions as: 

(a )  What should be the  r o l e  	 o f  t h e  s t a t e  as reqards l o c a l  
f i remen 's  and po l  icemen's pension p lans? 

(b )  How should pension p lans  be administered? 

(1 ) 	By a statewide conso l ida ted  system; 

(2 )  by independent l o c a l  systems; o r  

( 3 )  by 	a combinat ion o f  the  above, e.q., a statewide system 
f o r  small l o c a l i t i e s  and i n d i v i d u a l  systems f o r  l a r q e  
mtit i c s .  

( c )  How should such pcnslon systcms 	be manaqcrl? Ry a c c n t r a l  
s t a t e  board; throuqh c o n t r a c t  w i t h  the  s t a t e ' s  Puh l i c  
Employees Retirement Associat ion;  o r  by l o c a l  boards? 



( d )  How should such pension proclrams be funded? 

(1 ) By employee o r  employer c o n t r i b u t i o n s  only ;  

( 2 )  by a combination of employee-empl oyer  con t r ibu t ions ;  o r  

(3 )  by a combination of employee, employer, and s t a t e  
t r i b u t i o n s .  

con-

( e )  How should f u t u r e  r e t i r emen t  proqrams be handled? 

(1 ) By el imina t ing  mandatory r e t i r emen t  proqrams f o r  a1 1 
new employees begi nni nq work a f t e r  Apri  1 7, lQ78,  and 
supplementinq pure ly  l o c a l  p lans  t he re fo r ;  

( 2 )  	by f r eez inq  a l l  e x i s t i n q  retirement programs a t  c u r r e n t  
l e v e l s ,  and p l  ac inq  a1 1 new employees under a new pro-
Oram; 

(3)  	by c l o s i n g  a1 1 e x i s t i n g  r e t i r emen t  programs permanently 
i n  1979, q ran t ing  e x i s t i n q  employees propor t iona l  ves t -
ing ,  and d r a f t i n q  a new proqram f o r  a l l  employees; o r  

( 4 )  	by d r a f t i n q  a new s t a t ewide  program f o r  o f f i c e r s  h i r ed  
a f t e r  April 7, 1978 ( t h e  e f f e c t i v e  d a t e  o f  S.B. 46)  and 
a l lowinq  e x i s t i n g  employees t o  cont inue  under e x i s t i n g  
programs. 

( f )  I f  	a new system is developed is i t  t o  be a minimum s t an -
dard? That is ,  a r e  l o c a l  a d d i t i o n s  ( o p t i o n s )  t o  be 
a 1 1 owed? 

As previous ly  i n d i c a t e d ,  Senate  Bill 46 provides t h a t  any 
person employed a f t e r  the e f f e c t i v e  d a t e  o f  the a c t  (Apr i l  7,  1Q7R) is  
t o  be temporar i ly  covered b.y e x i s t i n q  pension p lans ,  bu t  he cannot 
earn  any ves ted  b e n e f i t s  t he re in .  This ,  i n  e f f e c t ,  f r e e z e s  the t o t a l  
unfunded l i a b i l i t y  a s  o f  t h a t  d a t e ,  and the a c t  e s t a b l i s h e s  a means t o  
p u t  a l l  e x i s t i n q  systems on a f u l l  fundinq b a s i s .  The consensus of 
most members of the c o m i s s i o n  appeared t o  be t h a t  t h e  methods which 
would a1 t e r n a t e l y  be developed f o r  hand1 inq  the e x i s t i n a  l i a b i l i t i e s  
would depend, oerhaps s i q n i f i c a n t l y ,  on the pensions e s t a b l i s h e d  f o r  
new o f f i c e r s .  Wi th  this  i n  mind, the comnission focused i t s  a t t e n t i o n  
on developing pension proposa ls  f o r  newly h i r ed  o f f i c e r s .  

Committee Findings and Recomnendations 

In answer t o  the above o u t l i n e d  problems and issues, the corn-
mission recommends the fo l lowing  three h i l l s  f o r  cons ide ra t ion  by t h e  
1979 General Assembl y. 



Rill 29 establishes a comprehensive statewide benefit proqram 
for  a l l  of f icers  hired a f t e r  April 7, 1978. 

Bill 30 creates a s t a t e  funded death and d isabi l i ty  benefit 
program= fo r  a l l  employees -- both for  existinq of f icers  and for  
new1y hi red off icers .  

Bill 31 makes a n  appropriation of not more than 30 million 
dollars to provide for  the payment of the unfunded l i a b i l i t y  over not 
more than forty years. 

Bill 29. Concerning a Benefit Plan for  Colorado Firemen and Pol ice- 
-men. In br ie f ,  Bill 29 proposes to: 

1 )  	 Establish a statutory statewide system of benefits for  a l l  
non-volunteer, full-time members hired a f t e r  April 7,  1972. 

2 )  	 Creates a s t a t e  firemen's and pol icemen's pension associa-
tion, governed by an 11-member board, comprised of employee 
and employer representatives appointed b.y the Governor and 
confirmed by the Senate. The firemen's and policemen's 
pension association will be established as an independent 
"public corporation" similar to  the Housinq Finance Author- 
i t y ;  as such i t  will not be an agency of s t a t e  qovernment. 

3)  	 Some specific powers and duties of the board of the associ- 
ation are: 

a )  	 Administer or  provide for the admini s t rat ion and investment 
of the f i r e  and police members' benefit fund a n d ,  a t  the 
request of any local employer, handle such employer's nen-
sion funds for  investment. 

b )  	 To provide actuarial valuations and s e t  standards therefor. 

c )  	 To serve as the single ent i ty  empowered to establish cr i -
te r ia  for  the determination of ,  and rule  upon d i sab i l i t i e s ,  
both for  those within the statewide plan and for  those i n  
locally administered plans. (See also the discussion of 
Bill 30, below). 

d )  	 To promulqate a s e t  of uniform rules and reairlations 
including, b u t  not limited to: 

( i ) standards fo r  disclosure and operation of elections for  
withdrawal from the s t a t e  s,vstem; and 

( i i )  standards 	 fo r  review and sutmission of biennial 
reports. 

e )  	To enter into aqrcements with emplovers for  the transfer of 
accunlulated service credi ts  and contrihrrtions betw~cn vari- 
ous pension plans. 



To establish rules and regulations allowinq any employer or 
member which formally withdrew from the s ta te  system to 
re-enter the s ta te  system. 

Review or in i t ia te  proposed leqislation affectina or 
related to the provision of pension plans covered by the 
b i l l .  

All existins pension plans of 5'l employees or less will be 
required to participate within the s ta te  system, b u t  they 
may manaqe the investment of funds a t  the local level. 
Pension plans with 50 or more employees may withdraw from 
the s ta te  system i f  65 percent or more of active and 
retired employees approve and a one-.year notice of intent 
to withdraw i s  given to the board. The opportunity to 
withdraw will expire in five years after  which no with- 
drawal may occur. Any individual member of the w i  thdrawinq 
plan will have the option of participatinq. 

Any new police or f i re  department established after  the 
creation of the s ta te  system must join the s ta te  system. 

Departments currently utilizing social security or which 
presently have opted out of the statewide plans will be 
excluded from participation in the new system. 

The basic benefit package for new employees (those hired 
after  April 7, 1978) i s  outlined below: 

Normal retirement aae. Aoe 55. 

Years of Service. 25 vears. 

Basic retirement benefit. Aqe 55 with 25 years of service, the 
award will be 50 percent of final average salary. 

Early retirement benefit. Age 50 or 25 ,years service, award to 
be reduced by  1/2 of 1 percent for  each month less than aqe 55. 

Deferred re t i  rernent or annuity. (1) When an el iqibl e person 
reaches aae 55 he may defer receipt of his pension until any 
age u p  to 65 and receive a higher pension; the award to be the 
increased actuarial value thereof. 

Final averaqe salary (FAS). FAS defined as the averaqe salary 
paid during the hiqhest three years precedinq retirement. 

Covered employee. Limited to full-time employment in uniformed 
services. 

Cost of living adjustment. A statutory maximum of 3 percent per 
vear subject to the funds beinq determined to be prefunded and 
avai labi 1; on an actuarial basis. 



Termination pr ior  to retirement. Upon termination ~ r i o r  to  
retirement the employee may: (1 ) withdraw 100 percent of his 
contributions a t  5 percent in te res t .  (Refund must be made 
within 12fl days of termination); o r  ( 2 )  a f t e r  10-years service 
leave his contributions and vest a t  a ra te  of 2 percent a year. 

Death benefits.  A r e t i r inq  of f icer  may se lec t  survivor bene-
f i t s  from three options (a r e t i r ee  can actually se lec t  from 
four options, b u t  one option does not provide any survivor 
benefi ts) .  For active employees, and employees el iqi  ble to 
r e t i r e ,  the plan assumes the selection of the 1Vl percent joint 
survivor benefit option. 

Disabi l i t  . The h i l l  different iates  between occupational and 
T i m - disabi l i ty .  Offsets are  included for  workmen's compen- 
sation (one-half of the compensation award) and earninqs ($1 
for  every $4 earned). Social Security benefits a re  to be 
o f f se t  dol la r  for  dol lar  i f  the benefit i s  from the same 
empl oynient . 
Total d isabi l i ty  i s  equal to  35 percent of final averaqe salary 
(FAS) f o r  a single member; 15 percent additional fo r  a member's 
spouse; and 15 percent additional fo r  a member's children (a  6 5  
percent maximum). 

Occupational d i sab i l i t y  i s  equal to  39 percent of FA5 for  a 
s ingle  member; 10 percent additional f o r  a member's spouse; and 
10 percent additional fo r  a member's children ( t o  a 59 percent 
maximum). 

The above outlined b i l l  does not propose to  chanqe any of the 
benefits currently provided to existing off icers .  A t  one point in the 
commission's study, the comnission considered a proposal to  freeze a1 1 
existing statutor-y benefits and qrant ex is t ins  employees a vested 
accrued benefit based upon the i r  lenqth of service and years of 
retirement el  i qi bil i ty. A1 1 employees would have been placed under 
the new benefit plan fo r  the remainder of the i r  career except that  aae 
and lenqth of service requirements would remain the same as under the 
current plans. A t  retirement the total  benefit payable would be a 
combination of the proportion of benefits earned under the old plan 
plus the proportion of benefits earned under the new plan. 

The commission was aware tha t  any proposal t o  substantially 
modify current benefit plans raises  several leqal qucstions, the pri-  
mary issue beinq whether or  not current law, by  mandatina specif ic  
benefits,  resu l t s  in se t t inq  forth a contractual pension obliqation 
with the employee a t  the time of his employment. This issue i s  not 
addressed in current s ta tu tes  nor have any specif ic  court decisions 
been rendered in Colorado to c l a r i fy  the s i tuat ion.  The consensus of 
the commission appeared to  be that  such an obliqation nay exis t  and 
the adoption of any proposals to  cur ta i l  existinq benefits miqht only 
resu l t  in extensive l i t i qa t ion  which could effectively delay pension 



reform f o r  a  number of years and o n l y  cause the  unfunded l i a b i l i t y  t o  
cont inue t o  increase annual ly.  It should be noted t h a t  no t  a l l  o f  the  
commission members aqree w i t h  t h i s  p o s i t i o n .  See p a r t i c u l a r l y  Repre- 
s e n t a t i v e  IdcEl d e r r y ' s  d i s s e n t i n q  comments and a1 t e r n a t i v e  proposal 
which i s  inc luded i n  t h i s  r e p o r t .  

Fundinq o f  R i l l  29. The b e n e f i t s  prov ided i n  F i l l  23 a r e  t o  he 
funded e n t i  r e1  y by employee and employer c o n t r i  but ions.  Cont r ibu t ions  
a r e  t o  be a  speci f ied-percentaqe of  sa la ry .  A t  t h i s  po in t ,  because 
f i n a l  est imates o f  the  proqram's cos t  have n o t  been developed bv the  
a u d i t o r ' s  a c t u a r i a l  consu l tan ts  ( t h e  M a r t i n  E. Seclal Co.), the  amounts 
(as a  percentaqe o f  s a l a r y )  of employee and employer c o n t r i b u t i o n s  a re  
l e f t  b lank i n  the b i l l .  These b lanks may be f i l l e d  when f i n a l  costs 
est imates are ava i  lab1 e. However, p r e l  in i inary verbal  est imates o f  
s t a f f  members o f  the  Mar t i n  t .  Segal Co. suqgest t h a t  t he  b e n e f i t  pro-  
qram probably w i l l  c o s t  between 12 t o  15 percent  of  s a l a r y  ( t h i s  does 
no t  i nc lude  cos ts  o f  death and d i s a b i l i t y  b e n e f i t s ) .  

B i l l  30. Concerning Funding f o r  F i r e  and Pol i c e  Death and D i s a b i l i t y  
Benefits, 

Because death and d i s a b i  1  it y  benef i t forniulas a re  qenera l l  y 
awarded over  a  much wider  range o f  aqe and s e r v i c e  than normal r e t i r e -
ment benef i ts  they u s u a l l y  comprise a s i q n i f i c a n t  p o r t i o n  o f  a  r e t i r e -  
ment s,ystems cos t .  This  i s  p a r t i c u l a r l y  t r u e  i n  smal l  p lans where the  
cos ts  and experience f a c t o r s  cannot be spread over  a  l a r q e  qroup, e.g., 
where t h e  death o r  d i s a b i l i t y  o f  o n l y  a  few i n d i v i d u a l s  a t  t he  same o r  
w i t h i n  a  s h o r t  pe r iod  o f  t ime ( a  major f i r e  o r  explos ion f o r  example) 
can, i n  e f f e c t ,  bankrupt a  fund. A d d i t i o n a l l y ,  d i s a b i l i t y  benef i ts  a re  
o f t e n  c i t e d  as be inq  w ide l y  abused f o r  any number o f  reasons. 

To meet these problems, t h e  commission nroposcs t h a t  the s t a t e  
assume the  r e s p o n s i b i l i t y  f o r  fund inq  a l l  death and d i s a b i l i t y  bene- 
f i t s  f o r  bo th  e x i s t i n q  and new members. This  proposal,  by pool i n q  the  
cos t  and experience f a c t o r s  (when combined w i t h  the  d e f i n i t i o n s  of 
occupat ional  and t o t a l  d i sab i  1  it y  and w i t h  t h e  a d m i n i s t r a t i v e  proce- 
dures out1 ined i n  B i l l  29) may n o t  o n l y  resrr l  t i n  a proqram cost incl  
l e s s  s ta tewide than i f  l o c a l  programs were continued, b u t  may a l s o  
re1  ease a d d i t i o n a l  l o c a l  funds f o r  reduc t i on  o f  e x i s t i n q  unfunded 
l i a b i l i t i e s .  

Est imated c o s t  o f  fund ing  R i l l  30. N h i l e  f i n a l  a c t u a r i a l  
va lua t i ons  o f  t he  commission's ~ r o ~ o s a l  p r e l  im inary  a r e  n o t  complete. 
est imates sugqest t h a t  the  i n i t i a l  cos t  o f  death 'and d i s a b i l i t y  f o r  
newly h i r e d  o f f i c e r s  w i l l  probably be about 6 percent  o f  p a y r o l l .  The 
ac tua l  t o t a l  cos t  o f  cover inq  e x i s t i n q  o f f i c e r  and new h i r e s  i s  n o t  
y e t  ava i l ab le .  Since t h e d e a t h  and d i s a b i l i t y p r o q r a m w i l l  i nc lude  
c u r r e n t l y  employed o f f i c e r s ,  t he  cos t  w i l l  i n c l u d e  some of the  
unfunded l i a b i l i t y  o f  c u r r e n t  proqrams. There i s  some i n d i c a t i o n  t h a t  
death and d i s a b i l i t y  may approach 30 percent  o f  c u r r e n t  cos ts  and the  
e x i s t i n g  t o t a l  needed t o  fund t h e  unfunded 1  i a b i l  i t y  ( i n  B i l l  31) may 
be reduced by a  correspondinq amount, 



R i l l-. 31. 
 Makinq an- Approp r i a t i on  t o  t h e  F i r e  and Pol i c e  ?lemhersl 
Bene f i t  Fund. 

B i l l  31 proposes t h a t  t h e  s t a t e  aqree a t  t h i s  p o i n t  i n  t ime 
t h a t  (because o f  t h e  c o s t  impact of t he  unfunded 1  i a b i l i  t y  on l o c a l  
governments) i t  should a s s i s t  i n  t h e  payment of  t he  est imated $430 
m i l l i o n  s ta tewide  unfunded l i a b i l i t y .  The b i l l  appropr ia tes  an amount 
of n o t  nwre than $30 m i l l i o n  annua l ly  u n t i l  the  l i a b i l i t y  i s  f u l l y  met 
f o r  t h a t  purpose. Note t h a t  i t  may be p o s s i b l e  t o  reduce the  ac tua l  
t o t a l  amount by that .  p o r t i o n  o f  t h e  unfunded l i a b i l  i t y  t h a t  w i l l  be 
covered by the  s t a t e ' s  assumption o f  death and d i s a b i l i t y  b e n e f i t s .  
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Current  Law -- Firemen i n  Aud i to r ' s  Pension Advisory 
C i t i e s  Ovcr 190,333 Comni t t e e  Proposal (APAC) Comiss ion  ?econendat ions 

Aqe 50 w i t h  25 years o f  se rv ice  Ase 55 Aoe 55 
i n  such department. Payment t o  
be made regard less o f  o ther  i n -  
come. 

25 Years (1 )  	25 years (1 )  25 vears 
(2)  	30 years o r  nore, can re -  

t i r e  a t  any age. 

No s p e c i f i c  p rov is ions  (1 ) 	Aqe 50-5) w i t h  25 years (1 )  b l i th  25 years serv ice,  
s e w i c e ,  award t o  be re-  award t o  be reduced by 
duced by l / ?  o f  14 fo r  each 1/2 o f  17 f o r  each month 
month l e s s  than aqe 55. l e s s  than ane 55. 

50% o f  f i n a l  sa la ry  (monthlv h e r a q e  sa la rv  paid dur ino  l a s t  (1)  FAS def ined as the averase 
sa la ry  a t  re t i rement )  p lus  17 months. sa la ry  oa id  dur inq  the  
one-hal f  o f  any sa la ry  i n -  h iqhest  3 years nrecedinn 
creases granted, dur inq  h i s  re t i rement .  
re t i rement ,  t o  the  rank he 
p rev ious ly  occupied. 

Statutes imp1 y mandatory re - Local opt ion:  t o  be l e f t  t o  [ lo t  addressed b u t  amount of 
t i rement  a t  normal re t i rement .  d i s c r e t i o n  of each l o c a l  u n i t  pension w i l l  n o t  increase i f  

o f  qovernnent. person continues employment 
beyond ase 65. 

Pub1 i c  Enpl oyees Eetirernent 

Associat ion (S ta te  P a t r o l )  


(1 )  "7 years 
( 2 )  	 3'l vears o r  more, can re -  

t i r e  a t  anv aqe. 

(1 )  h e  57-50 	 w i t h  '0-29 vears 
service, amount reduced by 
1/2 o f  1" ner  month l e s s  
than aqe 55. 

(1 ) FAS defined as the  averaqe 
o f  the  h iohest  5 consecu-
t i v e  years dur inq  career. 

( 2 )  	?.5:' F4S fo r  each of f i r s t  
2q vears r e s u l t i n q  i n  505 
o f  FAS. 

(3 )  14 FAS fo r  each year above 
XI. 


( f i )  	 r1aximu-n en t i t l ement  i s  70% 
FAS. 

?lot addressed. 





Current Law -- Firemen i n  
Basic Prov is ion  C i t i e s  Over 100,009 

Refund o r  A t  re t i rement  
d e f e r r a l  o f  
bene f i t  

Local board Current  plans administered a t  
o p t i o n  l o c a l  l e v e l .  

A u d i t o r ' s  Pension Advisory 

Cornmi t t e e  Proposal (APAC) 


Upon te rmina t ion  p r i o r  t o  re -  
t i rement  the  employee mav: 
1) 	withdraw 103% o f  h i s  con-

t r i b u t i o n  a t  5: i n t e r e s t .  
Refund must be made w i t h i n  
P? davs of terminat ion;  o r  

3) 	leave h i s  c o n t r i h u t i o n s  and 
ves t  a t  a  r a t e  of 2: a year  
a f t e r  10 years c r e d i t e d  
service. 

(1 ) P e n it a d d i t i o n a l  b e n e f i t s  
provided thev a re  pa id  f o r  
on an a c t u a r i a l  reserve 
basis; 

( 7 )  	Present emolovee mav j o i n  
new p lan  w i t h  concurrence 
of employer; 

(3 )  Local Board mav o n t  o u t  	if 
the qoverninq board i n i t i -  
a tes the act ion,  nrov ides 
f u l l  d i sc losure  on a l l  
a c t u a r i a l  i n fo rmat ion  t o  
a l l  i n t e r e s t e d  n a r t i e s  and 
a f f e c t e d  employees consent 
t o  the new p lan  pursuant 
t o  f u t u r e  vote s i m i l a r  t o  
t h a t  incorporated i n  H.B. 
1406 -- 65% c u r r e n t  and 
r e t i  r e d  empl oyees amrove. 

( 4 )  	Yinimum standards w i l l  be 
aop l ied  t o  de f ine  b e n e f i t  
o l  ans. 

Pub1 i c  Enolovees Retirement 
Comnission Recomnda t i o n s  Associat ion (S ta te  Pa t ro l  ) 

Same as APAC (1)  9efuad of h i s  con t r ibu t ion .  
1 7 )  5 vears o r  more serv ice  --

e l e c t  deferred annuitv.  
(3 )  Petained weibershig oo t ion  

f o r  l e s s  than 5 vears. 
(" 	 "h i n t e r e s t  on con t r ibu -  

t ions.  

Benef i ts  t o  he the  sane s ta to -  '!ot aqpl icahle.  
wide except t h a t  d e p a r t ~ e n t s  
w i t h  5n o r  more em~loyees mav 
withdraw and establ  i s h  t h e i r  
own bene f i t  proorams w i t h  the  
approval o f  65% of c u r r e n t  
and r e t i r e d  employees (same as 
APAC orocedure -- see Column 
2).  Funds may be l o c a l l v  
manaqed under r u l e s  es tab l i shed  
by the  s t a t e  associat ion.  



' las ic P r o v i s i o n  

P o r t a b i l i t y  

S u r v i v o r  
u e w f i  t s  

C u r r e n t  Law -- Firemen i n  
C i t i e s  Over 13?,Wl  

:!o p r o v i s i o n s  

'&pendent \ i idcui, dependent 
mother, and/or  dependent 
c h i l d r e n  under e iqhteen,  o f  a 
deceased a c t i v e  o r  r e t i r e d  
f i reman.  

:?lidow r e c e i v e s  o n e - t h i r d  o f  
s a l a r y  a t  deceased member's 
death  p l u s  o n e - t h i r d  o f  any 
s a l a r y  i nc reases  granted, 
w h i l e  she r e c e i v e s  such bene- 
f i t, t o  t h e  r a n k  t h e  deceased 
member p r e v i o u s l y  occupied, 
p l u s  $3'l t o  each c h i l d  u n t i l  
aqe 13. I f  no s u r v i v i n g  
spouse, c h i l d r e n  r e c e i v e  
spouse's b e n e f i t  e q u a l l y  
d i v i d e d  amona then, n o t  t o  
exceed 112 c u r r e n t  s a l a r y  o f  
f i r s t  g rade f i r eman  o r  933 
whichever  i s  g rea te r .  

A u d i t o r ' s  Pension 4 d v i s o r y  

C o m i  t t e e  Proposal  (APAC) 


(1 )  	L i m i t e d  t o  i e n b e r s  w i t h i n  
t h e  s ta te .  

( 7 )  	rlember may t r a n s f e r  f rom 
one fund t o  another  w i t h i n  
01 days o f  t e r m i n a t i o n .  

( 3 )  	3oncv t o  f o l l o w  man; how-
ever,  fund l i o u i d i t v  needs 
nus t  be reconn izcd.  

Assiimes a c t i v e  enplovee r e t i r e d  
t h e  dav b e f o r e  he d i e d  and t h n t  
he s e l e c t e d  t h e  100": , j o i n t  su r -  
v i v o r s  o p t i o n ;  and r e t i r e e s  may 
s e l e c t  f r o m  t h r e e  s u r v i v o r  op- 
t i o n s .  

Conmission R ~ c o m e n d a t i o n s  

Prov ided a u t o n a t i c a l l v  f o r  t b s e  
w i t h i n  t he  s t a t e  a s s o c i a t i o n .  
The board  o f  t h e  a s s o c i a t i o n  i s  
t o  deve lo? v - o c e 3 u r ~ s  ( r u l e s )  
f o r  t r a n s f e r s  b t w e r  i t  a n i  
o t h e r  n lans  and hr twepn o t h e r  
n l  ans. 

lssumes a c t i v e  e r : : i ov~e  r e t i r e d  
t h e  dav  b e f o r ?  he d i e ?  a?J tbt  
he s e l ~ c t e d  t h e  l q n "  j o i n t  su r -
v i v o r s  o n t i o n :  and r e t i r e e s  may 
s e l e c t  f rom t h r e e  s u r v i v o r  op- 
t i o n s .  

Puhl i c  [rnvlovees Ret i rement  
A s s o c i a t i a n  ( S t a t e  P a t r o l  ) 

! In t  aqnl  i c a b l  P. 

0;smes a c t i v e  e ~ ? l o v e e  r . t i re3 
t he  ,4av +fore  hf  3 i e d  and t h a t  
he s e l e c t e d  t h e  I ? ? "  j o i n t  sur -
v i v o r  h e n e f i t ;  r e t i r e c s  aav 
s e l e c t  from t h r e e  s u r v i v o r  09-

t i o n s ;  a l s o  o rov ides  a d d i t i o n a l  
a n n u i t v  b e n e f i t s  t o  widows o f  
a c t i v e  emolovees . ~ i t h  deoendmt  
c h i  1  <re?.  



Current Law -- Firemen i n  
Basic Prov is ion  C i t i e s  Over 100,000 

Disab41 i t y  	 i 4 0  s p e c i f i c  p rov is ions  f o r  tem-
porary bu t  i f, a f t e r  p e r i o d i c  
examination the  member i s  deemcd 
recovered, and i s  under 53 years 
o f  age, he s h a l l  be returned t o  
a c t i v e  duty, def ined as phys ica l  
o r  mental disablement w h i l e  on 
a c t i v e  duty  whereby member i s  
unable t o  perform h i s  dut ies.  
A  member who has 5 years o f  ser-  
v i c e  and i s  unable t o  p e r f o n  
h i s  d u t i e s  due t o  hear t  o r  l unq  
disease contracted w h i l e  on d u t y  
i s  a lso  e l i g i b l e  (Policemen do 
n o t  now have h e a r t  and lung  
coverage). 

595 o f  s a l a r y  a t  date o f  such 
d i s a b i l i t y ,  p lus  e s c a l a t i o n  
equal t o  one-half  o f  any s a l a r y  
increase granted, dur ing  h i s  
re t i rement ,  t o  the rank he pre- 
v i o u s l  y  occupied. 

Hearc and See d i s a b i l i t y  above. 
Lunn ' isease 

Aud i to r ' s  Pension h d v i s o r , ~  

Comnittee Proposal (APAC) 


(1 )  E l i q i b l e  f o r  re t i rement  
b e n e f i t  i f  member s u f f e r s  a  
permanent d i s a b i l i t y  from 
any cause r e s u l t i n g  i n  
permanent incapab i l  it v  t o  
perform r e q u l a r  dut ies.  

2) '40 aoe requirement. 
3 )  5 years se rv ice  i f  i n j u r y  

i s  non-service re1 a  ted; 
none ifserv ice  r e l a t e d .  

4 )  	 flward; ca lcu la ted  us inq  X 

o f  FAS member would have 

received had he remained 

a c t i v e  u n t i l  aqe 65 m u l t i -  

p l i e d  by h i s  FAS computed 

be fo re  he 1  e f t  serv ice.  


( 5 )  	? 1  i m i t e d  t o  FAS unless 
se rv ice  i s  over ?'Iyears i n  
which case increased by Iff 
f o r  each year above 20. 

Firemen -- h e a r t  and lunq  cov- 
erage; 

Pol icemen -- hear t  coveraqe. 

Connission Recommendations 

D i f f e r e n t i a t i o n  between occuoa- 
t i o n a l  a v i  t o t a l  d i s a b i l i t v  and 
f o r  on-job and o f f - i o h  d i s a b i l -
i t y ;  o f f s e t s  work-inc luded f ~ r  
men's c o n ~ e n s a t i o n  ( I / ' )  and 
earninqs ($1 f o r  $4 earned); 
Socia l  S e c u r i t y  b e n e f i t s  o f f s e t  
S f o r  4 i f  b e n e f i t  i s  from same 
employment. 

Tota l  d i s a b i l i t y  = 354 o f  FnS 
f o r  s inq le ;  1 5 h d d  f o r  spouse; 
15" add f o r  c h i l d r e n  (F5" maxi-
nun). 

Occupational d i s a b i l  it y  = 3 X  
o f  FAS f o r  s inn le;  10% add f o r  
spouse and 105 add f o r  c h i l -  
dren ( 5 E  maximum). 

Not r e c a m n d e d .  

Puhl i c  Emloyees R e t i r e w n t  
Associat ion (S ta te  P a t r o l )  

( 1 1 	El i q i b l ~  f o r  r e t i r e n e n t  
b e n e f i t  i f  memher s u f f e r s  a 
permanent d i s a b i l  it v  from 
any cause r e s u l t i n q  i n  
pervanent i n c a ~ a h i l  it~ t o  
perform r e ~ u l  a r  dut ies.  

(2 )  	No aoe requirement. 
( 3 )  	5 years se rv ice  ifi n j u r y  

i s  non-service re la ted ;  
nonp i f  se rv ice  re la ted .  

( 4 )  	h a r d ;  ca lcu la ted  us inq 
o f  FI\S vember would have 
received had he remained 
a c t i v e  u n t i l  ane 65 w u l t i -
p l i e d  bv h i s  TAS c o m ~ u t e j  
before he l o f t  serv ice.  

( 5 )  	4 l i m i t e d  t o  FAS unless 
se rv ice  i s  over ? I  years i n  
which case increased by 19 
f o r  each vear above 9. 

Not i n c l  urled. 



---- 

POLICEMEN'S AtiD FIREMEN'S 
PENSION REFORM COMMISSION 

R I L L  29 

A BILL FOR AN ACT 

CONCERNING A BENEFIT PLAN FOR COLORADO FIREMEN AND POLICEMEN. 

B i l l  Summary 

Estab l ishes a b e n e f i t  p l a n  f o r  pol icemen and f i remen i n  t h i s  
s t a t e  which i s  a c t u a r i a l l y  sound and fundable t o  rep lace e x i s t i n g  
plans. S p e c i f i e s  b e n e f i t s  f o r  re t i rement  and d i s a b i l i t y  as w e l l  
as s u r v i v o r  b e n e f i t s  and prov ides f o r  a board t o  manage t h e  p l a n  
and t h e  fund. 

-Be -it enacted by -t h e  General Assembly o f  t h e  S t a t e  o f  Colorado: 

SECTION 1. A r t i c l e  30 . o f  t i t l e  31, Colorado Revised 

S ta tu tes  1973, 1977 Repl. Vol., as amended, i s  amended BY THE 

ADDITION OF A NEW PART t o  read: 

PART 10  

MEMBERS' BENEFITS 

31-30-1001. L e g i s l a t i v e  dec la ra t ion .  The general  assembly 

hereby dec lares  t h a t  t h e  establ ishment of pol icemen's and 

f i remen 's  pension p l a n s  i n  t h i s  s t a t e  i s  a m a t t e r  o f  s ta tewide 

concern which a f f e c t s  t h e  p u b l i c  s a f e t y  and general  we l fa re ,  t h a t  

t h e  a b i l i t y  o f  pension funds t o  pay earned b e n e f i t s  t o  present  



and future members i s  a necessary corollary t o  the establishment 

of pension plans, and t h a t  a statewide pension plan which 

establ  ishes pecjsjon bwm&j+tfi which  .:can, &e f u l l y  "funded wi 11 
,. 

permit the continuation of pension plans fo r  policemen and 

firemen in t h i s  s t a t e .  In addition the general assembly declares 

t h a t  any local pension plan must be ac tua r i a l ly  sound i n  order t o  

assure the securi ty of the  pension system and t h a t  this p a r t  10 

i s  enacted t o  provide fo r  the s t a b i l i t y  and secur i ty  of 

policemen's and firemen's pension plans in t h i s  s t a t e .  

31-30-1002. Definitions. As used i n  t h i s  p a r t  10, unless 

the context otherwise requires: 

(1) "Board" means the  board of d i rec tors  established as  the  

governing body of the f i r e  and police pension association as  

provided in  section 31-30-1004 (2). 

(2) "Dependent child" means an unmarried chi ld  under the 

age of nineteen o r ,  i f  such chi ld i s  enrolled as  a ful l - t ime 

student a t  an accredited ins t i tu t ion  of higher education, under 

the age of twenty-three and includes, i f  the board so determines, 

any chi ld of whatever age who i s  so mentally o r  physically 

i ncapacitated t h a t  he cannot provide f o r  himself. 

(3) "Employer" means any municipal i t y  o r  f i r e  protect ion 

d i s t r i c t  employing one o r  more members. 

(4) "Member" means an act ive employee who i s  a ful l - t ime 

sa lar ied  employee of a municipal i t y  o r  f i r e  protection d i s t r i c t  

serving a t  l e a s t  one thousand s i x  hundred hours i n  any calendar 

year and whose dut ies  are  d i r ec t ly  involved w i t h  t he  provision of 



police or f i r e  protection, as ce r t i f i ed  by his employer. The 

term also includes any former employee who i s  r e t i r e d ,  i s  

disabled, of i s  @l igt t f le '  for  a ddrie!f'i?' a s  provided in section 

31-30-1011 (2 ) ,  b u t  the term does not include c ler ica l  or other 

personnel whose services are auxil iary t o  police or  f i r e  

protection. 

(5) "Occupational disabi l i ty" means a disabi 1i  t y  from any 

cause resul t ing i n  permanent incapacity t o  perform assigned 

duties .  

(6) "Total disabi l i ty ' '  means inab i l i ty  t o  engage in any 

substantial  gainful ac t iv i ty  by reason of any medical ly 

determi nab1 e physical or mental impairment which can be expected 

t o  r e su l t  in  death o r  which has lasted or  can be expected t o  l a s t  

f o r  a period of not l e s s  than twelve months. 

31-30-1003. Appl icabi l  i t y  of plan. (1) Except as  provided 

in  subsection (2) of t h i s  section, every employer in t h i s  s t a t e  

shal l  provide the pension benefits of the plan established by 

t h i s  pa r t  10 f o r  members hired on o r  a f t e r  April 6 ,  1978. 

(2) (a)  Any employer which covers members under the  federal 

"Social Security Act" o r  which had established a pension plan in 

accordance w i t h  section 31-30-325, 31-30-417, 31-30-522, or 

31-30-621 on January 1 ,  1980, shall  be exempt from the provisions 

of t h i s  par t  10. 

(b) ( I )  Any employer employing more than f i f t y  members may 

withdraw from the association, and any employer may subsequently 

reenter  the association, by f i l i n g  with the board a resolution 

Bill 29 



adopted by the employer pursuant t o  subparagraph (111) of t h i s  

paragraph (b) ,  no l e s s  than twelve months pr ior  t o  the ef fec t ive  

date of withdrawal or reentry unless a shor ter~wai  t ing  period i s  

approved by the  board. The ef fec t ive  date of withdrawal or  

reentry shall  be January 1 of the year following the  waiting 

period, but no withdrawal or reentry may become ef fec t ive  a f t e r  

January 1 ,  1985. 

(11) An employer t h a t  withdraws from the association as 

provided in  t h i s  paragraph (b) shal l  es tabl i sh  a loca l ly  

administered and financed a1 ternat ive  pension plan subject t o  the  

f 01 1 owing: 

(A) Such plan shall  be financed' on an actuari  l y  sound basis  

a s  determined by the board; and 

(0)  Such plan shall  be subject t o  the provisions of 

sections 31-30-1007 and 31-30-1008. 

(111) Any reentry or  both the  withdrawal and the 

a l te rnat ive  pension plan, together w i t h  any amendments there to ,  

shal l  be approved by a t  l e a s t  sixty-five percent of a l l  members. 

(IV) This paragraph (b) shal l  not apply t o  any employer 

f i r s t  established a f t e r  January 1 ,  1980. 

(3) Any member hired pr ior  t o  April 6,  1978, o r  any member 

whose employer has elected t o  establ ish an a1 te rnat ive  pension 

plan pursuant t o  paragraph (b) of subsection (2) of t h i s  section 

may e l e c t  t o  be covered by the  provisions of t h i s  pa r t  10 

pursuant t o  rules and regulations establ ished by the  board. The 

board shal l  determine, by ru le ,  how any applicable service of a 



member shall  be used in  determining e l i g i b i l i t y  f o r  and computing 

benefits pursuant to  t h i s  par t  10. 

31-30-1004. . Association - creation - board - organization. 

(1) There i s  hereby created an independent public body corporate 

and p o l i t i c  t o  be known a s  the  f i r e  and pol ice  pension 

association. Said association i s  const i tuted as  a pub1 i c  

instrumentality,  and i t s  exercise of the powers conferred by this 

pa r t  10 sha l l  be deemed t o  be t h e  performance of an essent ial  

public function. The association sha l l  be a body corporate and a 

po l i t i ca l  subdivision of the  s t a t e  and sha l l  not be an agency of 

s t a t e  government and shal l  not be subject  t o  administrative 

direct ion by any department, commission, board, or  agency of the 

s t a t e .  

(2) (a)  The governing body of the  association shal l  be a 

board of d i rec tors  consisting of eleven members who shal l  be 

appointed by the governor i n  the f o l l  owing manner and shal l  be 

confirmed by the  senate: 

( I )  Four members shal l  represent the  Colorado municipal 

empl oyers ; 

(11) Two members shal l  represent professional pol icemen's 

organizations; 

(111) Two members shal l  represent professional firemen' s 

organizations; 

(IV) One member sha l l  represent special d i s t r i c t s  providing 

f i r e  protect ion;  

(V) One member shal l  be appointed from a 1 i s t  prepared by 
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1 	 the members appointed pursuant t o  subparagraph ( I )  of t h i s  

paragraph (a) ; 

(VI) One member shal l  be appointed from a l i s t  prepared by 

the members appointed pursuant t o  subparagraphs (11) and (111) of 

t h i s  paragraph (a).  

(b) Of the members f i r s t  appointed, three sha l l  be 

appointed f o r  terms of one year ,  three shal l  be appointed f o r  

terms of two years,  three  shal l  be appointed fo r  terms of three  

years ,  and two shal l  be appointed fo r  terms of four years. 

Thereafter members shal l  be appointed for  terms of four years. 

(c) Appointments may be made without confirmation of the  

senate when the  senate i s  not in  session, but such appointments 

shal l  be confirmed within t h i r t y  days of the  next meeting of the  

senate i n  regular session or they sha l l  be void. 

(d) Seven members of the  board shal l  cons t i tu te  a quorum, 

and no action shal l  be taken by the  board unless two-thirds of 

the  members voti ng approve. 

(3) (a)  The members of the board shal l  serve without 

compensation b u t  shal l  be reimbursed fo r  any necessary 

expenditures and,shal l  suf fer  no loss  of sa lary  or  wages through 

service on such board. 

(b )  The board shal l  e l e c t  a chairman and a vice-chairman, 

shal l  appoint a secretary or  such other employees as may be 

necessary, and shal l  f i x  the  compensation f o r  sa id  appointees. 

(4) Neither the  members of the  board nor any person 

authorized by the board t o  a c t  i n  an o f f i c i a l  capacity sha l l  be 



he ld  personal ly  l i a b l e  f o r  any ac t  undertaken pursuant t o  the 

p rov is ions  o f  t h i s  p a r t  10. 

31-30-1005. Powers and dut ies  o f  the board. (1) The board 

s h a l l : 

(a) Es tab l i sh  standards f o r  determining t he  a c t u a r i a l  

soundness o f :  

(I)The fund, i n  accordance w i t h  sec t ion  31-30-1012; and 

(11) A l t e r n a t i v e  pension plans estab l ished pursuant t o  

sec t ion  31-30-1003 (2)(b). Based upon such standards, the  board 

s h a l l  conduct b i e n n i a l  a c t u a r i a l  reviews o f  such p lans w i t h  the  

cos t  o f  sa i d  reviews t o  be p a i d  by employers having es tab l i shed  

such plans. 

(b) Es tab l i sh  c r i t e r i a  f o r  the determinat ion o f  d i s a b i l i t y  

t o  admin is te r  t h e  p rov is ions  o f  sect ion 31-30-1007; 

(c) Promulgate r u l e s  and regu la t ions  r e l a t i n g  t o  standards 

f o r  di.sclosure o f  a1 1  ram i f i ca t i ons  o f  and procedures f o r  

ob ta i n i ng  the member approval provided f o r  i n  sec t ion  31-30-1003 

(2)(b); 

(d) Enter i n t o  agreements w i t h  employers r e l a t i n g  t o  the  

t r a n s f e r  o f  accumulated con t r ibu t ions  a t t r i b u t a b l e  t o  members who 

e i t h e r  change employers o r  who e l e c t  t o  be covered by t h i s  p a r t  

10 i n  accordance w i t h  sec t ion  31-30-1003 (3); 

(e) Administer  o r  p rov ide  f o r  t he  adm in i s t r a t i on  and, i n  

accordance w i t h  t h e  p rov is ions  o f  sec t i on  31-30-1012 (2), the 

investment o f  t he  f i r e  and p o l i c e  members' b e n e f i t  fund and, a t  

t h e  request  o f  any l o c a l  employer, may handle such employer's 
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pension funds f o r  investment; 

( f )  Review o r  i n i t i a t e  proposed l e g i s l a t i o n  a f f e c t i n g  o r  

r e l a t e d  t o  t he  p rov is ions  o f  t h i s  p a r t  10. 

(2) The board has the  so le  power t o  determine e l i g i b i l i t y  

f o r  re t i rement  f o r  d i  sabi 1it y ,  whether t o t a l  o r  occupat ional ,  f o r  

any policeman o r  f i reman i n  t h i s  s t a t e  whether o r  n o t  such member 

i s  covered by t he  p rov is ions  o f  t h i s  p a r t  10. 

(3) Under t he  d i r e c t i o n  o f  t h e  board, each employer, 

i nc l ud ing  employers no t  covered by t h i s  p a r t  10 i n  accordance 

w i t h  the  p rov is ions  o f  sec t ion  31-30-1003 ( Z ) ,  sha l l  f u r n i s h  such 

in fo rmat ion  and s h a l l  keep such records as t h e  board may requ i re  

f o r  the  discharge o f  i t s  dut ies.  The f i n a l  power t o  determine 

t he  s ta tus  o f  any i n d i v i d u a l  i s  vested i n  t h e  board, b u t  each 

employer s h a l l  determine whether p o s i t i o n s  are a v a i l a b l e  f o r  

d isab led members and' s h a l l  make such appointments t o  sa id  

pos i t i ons  as i t deems necessary. 

31-30-1006. Normal re t i rement .  (1) Any member who has 

completed a t  l e a s t  twen ty - f i ve  years o f  a c t i v e  se rv ice  and has 

a t t a i n e d  t h e  age o f  f i f t y - f i v e  years may be r e t i r e d  from f u r t h e r  

se rv ice  and s h a l l  be e l i g i b l e  f o r  a normal re t i rement  pension. 

The annual normal re t i rement  pension s h a l l  be two percent  o f  the  

average o f  t he  member's h ighest  th ree  years '  sa la ry  mu1 t i p 1  i e d  by 

t he  member's years, n o t  t o  exceed twen ty - f i ve ,  o f  se rv ice  p r i o r  

t o  age s i x t y - f i v e .  

(2) Any member r e t i r i n g  and e l i g i b l e  f o r  a normal 

r e t i r emen t  pension as provided by subsect ion (1) o f  t h i s  sec t i on  



1 	 may e lec t  t o  defer receipt  of such pension unt i l  a t ta in ing  the 

age of sixty-five years. In the case of such election the annual 

deferred retirement pension shal l  be the actuarial  equivalent of 

the normal retirement pension. 

(3) Any member who has completed a t  l e a s t  twenty years of 

act ive service or has at ta ined the age of f i f t y  years may e l e c t  

t o  r e t i r e  from act ive service and shal l  be e l i g i b l e  f o r  an early 

retirement pension. The annual early retirement pension fo r  a 

member shal l  be the  normal retirement pension provided by 

subsection (1) of t h i s  section reduced by one-half of one percent 

per month f o r  each month o r  portion thereof t h a t  such member is  

l e s s  than age f i f ty - f ive  a t  the  time of such election. 

(4) (a)  A member e l i g i b l e  for  a normal or ear ly retirement 

pension.may e lec t  t o  receive one of the following pension 

options: 

( I )  Option 1. A reduced pension payable t o  the member and 

upon his  death a l l  of such reduced pension t o  be paid t o  his 

designated beneficiary f o r  l i f e .  

(11) Option 2. A reduced pension payable t o  the member and 

upon his death one-half of such reduced pension t o  be paid t o  his 

designated beneficiary f o r  1 i f e .  

(111) Option 3. A reduced pension payable jo in t ly  t o  the 

member and h is  designated beneficiary and, upon the death of 

e i t h e r ,  one-half of such reduced pension t o  be paid t o  the 

survivor f o r  l i f e .  

(b) 	 A member sha l l  be considered t o  have elected option 1 
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and r e t i r e d  on the  day before h i s  deat'h i f  he i s  e l i g i b l e  f o r  a 

normal o r  e a r l y  re t i rement  pension and dies:  

( I )  Before making an e l e c t i o n  as prov ided i n  paragraph (a) 

o f  t h i s  subsect ion (4); and 

(11) Before r e c e i v i n g  h i s  f i r s t  pension check o r  s i x t y  days 

from the  date o f  issuance o f  such check, whichever occurs f i r s t ;  

and 

(111) I s  surv ived by a spouse o r  a dependent ch i l d .  

(c) A f t e r  an e l e c t i o n  has been made o f  any o f  the  op t ions  

prov ided i n  paragraph (a) o f  t h i s  subsect ion (4) and t he  member 

has cashed the  f i r s t  pension check, o r  s i x t y  days from date o f  

issuance of s a i d  check have elapsed, whichever occurs f i r s t ,  the 

e l e c t i o n  s h a l l  be i r revocable .  

(d) The j o i n t  pension bene f i t s  prov ided by t h i s  subsect ion 

(4) s h a l l  be ca l cu la ted  as the  a c t u a r i a l  equ iva lent  o f  the  normal 

o r  e a r l y  re t i rement  pension otherwise payable as p rov ided  i n  

subsections (1) through (3) of t h i s  sect ion.  

(5) I f  t he  t o t a l  amount o f  pension bene f i t s  p a i d  as 

prov ided i n  t h i s  sec t i on  i s  l e s s  than the amount o f  t h e  member's 

accumulated con t r i bu t i ons  a t  h i s  death, the  d i f f e rence  s h a l l  be 

p a i d  to :  

(a) The member's es ta te  i f  no pension payment was made 

pursuant t o  subsect ion (4) of t h i s  sect ion;  o r  

(b) The s u r v i v o r ' s  es ta te  i f  pension payments were made 

pursuant t o  subsect ion (4) of t h i s  sect ion.  

(6) A l l  se rv ice  o f  a member who i s  employed by successive 



employers sha l l  be aggregated f o r  determining e l i g i b i l i t y  and 

bene f i t s  provided by t h i s  sect ion i f  the serv ice f o r  each 

employer was rendered wh i le  t he  employer covered i t s  members 

under the  p l an  estab l ished by t h i s  p a r t  10. The serv ice o f  a 

member who i s  employed by successive employers sha l l  be 

aggregated f o r  determining e l i g i b i l i t y  and bene f i t s  provided by 

t h i s  p a r t  10 i f  the  serv ice f o r  any employer was rendered wh i le  

t h e  employer d i d  no t  cover i t s  members under the  p l a n  estab l ished 

by t h i s  p a r t  10 on l y  on t he  bas is  o f  the  agreements made w i t h  t h e  

board as provided i n  sect ion 31-30-1005 ( l ) (d) .  

31-30-1007. Retirement f o r  d i  sabi 1 ity .  (1) Any member who 

becomes t o t a l l y  d isab led s h a l l  be r e t i r e d  from a c t i v e  se rv ice  f o r  

d i s a b i l i t y  and s h a l l  be e l i g i b l e  t o  rece ive  the d i s a b i l i t y  

b e n e f i t  p rov ided by t h i s  subsection (1). The d i  sabi 1 ity b e n e f i t  

f o r  t o t a l  d i s a b i l i t y  f o r  such member s h a l l  be t h i r t y - f i v e  percent 

of t h e .  annual base sa lary  pa id  t o  such member immediately 

preceding re t i rement  f o r  d i s a b i l i t y ,  which s h a l l  be increased by: 

(a) F i f t e e n  percent o f  sa i d  annual base sa la ry  i f  such 

member had a spouse a t  t h e  t ime o f  becoming t o t a l l y  d isabled,  f o r  

so long  as such spouse surv ives and i s  marr ied t o  such member o r  

l e g a l l y  e n t i t l e d  t o  maintenance from such member; 

(b) F i f t e e n  percent  o f  sa i d  annual base sa la r y  i f  such 

member has any dependent ch i ld ren .  

(2) (a) Any member who becomes occupa t iona l l y  d isab led 

s h a l l  be r e t i r e d  from a c t i v e  se rv ice  f o r  such t ime as sa id  

occupat ional  d i s a b i l i t y  cont inues and s h a l l  be e l i g i b l e  t o  
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receive the d i s a b i l i t y  benefit  provided by t h i s  subsection (2). 

The di sabi 1 i t y  benefi t  fo r  occupational di sabi 1 i t y  f o r  such 

member shall be t h i r t y  percent of the annual base sa lary  paid t o  

such member immediately preceding r e t i  rement f o r  di sabi 1 i t y ,  

which shall  be increased by: 

( I )  Ten percent of said annual base sa lary  i f  such member 

had a spouse a t  the time of becoming occupationally disabled, f o r  

so long as such spouse survives and i s  married t o  such member or 

i s  legal ly en t i t l ed  t o  maintenance from such member; 

(11) Ten percent of said annual base salary i f  such member 

has any dependent children. 

(b) A t  any time t h a t  an occupational d i s a b i l i t y  ceases t o  

e x i s t ,  a member re t i r ed  f o r  such d i s a b i l i t y  may be restored t o  

act ive service and the  benefits provided by t h i s  subsection (2) 

s ha1 1 be discontinued. 

(3) (a) Any d i s a b i l i t y  benefi t  provided pursuant t o  

subsection (1)or subsection (2) of t h i s  section shal l  be  reduced 

i n  accordance w i t h  t he  following provisions: 

( I )  I f  the member has received an award under the 

"Workmen1 s Compensation Act of Col orado", the  d i  sabi 1 i t y  benefi t  

shal l  be reduced by one-half of the award made pursuant t o  said 

ac t .  I f  such award was made i n  a lump sum amount, the reduction 

shal l  be made according t o  ru les  adopted by the  board. 

(11) I f  the  member has earned any income other  than t h a t  

provided by the d i s a b i l i t y  benefi t  and, i f  applicable,  a 

workmen's compensation award, the  d i s a b i l i t y .  benefi t  sha l l  be 



reduced by twenty-five percent of the additional earned income. 

(b )  Any provision of paragraph (a) of t h i s  subsection (3) 

t o  the contrary notwithstanding, any d i sab i l i ty  benefi t  provided 

pursuant t o  subsection (1) or  subsection (2)  of t h i s  section 

shal l  be reduced by the pro rata  amount of any social securi ty 

benefi t  received by the member a t t r ibu tab le  t o  the  member's 

quarters  of social securi ty coverage derived from employment as a 

member. 

(c) Any member receiving a d i s a b i l i t y  benefit  pursuant t o  

subsection (1) o r  subsection (2) of t h i s  section shal l  f i l e  an 

annual report  concerning income from any workmen's compensation 

award o r  any additional income. I f  such member knowingly f a i l s  

t o  f i l e  such report  or f i l e s  a fraudulent report ,  the d i s a b i l i t y  

benefi t  shal l  be discontinued. 

(4) The determi nation of disabi 1 it y  , whether occupational 

or t o t a l ,  shal l  be made by the  board, and the board shal l  

consider a report  t o  be made by a panel of f ive  physicians 

employed by s t a t e  agencies o r  ins t i tu t ions  with which the board 

has contracted f o r  the services of such physicians. The board 

shal l  not make a determination of d i s a b i l i t y  unless three of the 

f ive  physicians examining the applicant agree t h a t  a d i sab i l i ty  

e x i s t s ,  b u t  the board sha l l  not be bound by the physicians' 

determination t h a t  a d i s a b i l i t y  e x i s t s .  No determination of 

occupational d i s a b i l i t y  sha l l  be made unless the  employer 

employing the member applying for  disabi  1 i t y  c e r t i f i e s  t h a t  no 

posi t ion ex i s t s  w i t h i n  the employer's department f o r  which said 
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member i s  ab le  t o  c a r r y  ou t  assigned dut ies .  

31-30-1008. Death o f  member - su rv i vo r  beqe f i t .  (1) I f  a 

member who i s  not  e l i g i b l e  f o r  t he  re t i rement  pension descr ibed 

i n  sec t ion  31-30-1006 d ies  wh i l e  i n  ac t i ve  se rv ice  and leaves a  

su rv i v i ng  spouse o r  dependent ch i ld ren ,  o r  both,  one o f  the  

f o l l o w i n g  su rv i vo r  b e n e f i t s  s h a l l  be paid: 

(a) When there i s  a  su rv i v i ng  spouse and no dependent 

ch i ld ren ,  t h e  b e n e f i t  s h a l l  be twen ty - f i ve  percent o f  t h e  monthly 

base sa la ry  pa id  t o  such member immediately preceding death p l u s  

one-hal f  o f  one percent  o f  such sa la r y  f o r  each yea r  o f  t he  

member's a c t i v e  se rv ice  i n  excess o f  twen ty - f i ve  years,  b u t  such 

b e n e f i t  s h a l l  no t  exceed t h i r t y - f i v e  percent  o f  such sa lary .  

(b) When there i s  a  su rv i v i ng  spouse and one dependent 

c h i l d ,  the  b e n e f i t  s h a l l  be f o r t y  percent  o f  t h e  monthly base 

sa la r y  p a i d  t o  such member immediately preceding death. 

(c) When there  i s  a s u r v i v i n g  spouse and two o r  more 

dependent ch i ld ren ,  t he  b e n e f i t  s h a l l  be f i f t y  percen t  o f  the  

monthly base sa la r y  p a i d  t o  such member immediately preceding 

death. 

(d) When there  i s  no s u r v i v i n g  spouse and t h ree  o r  more 

dependent ch i l d ren ,  t h e  b e n e f i t  s h a l l  be f i f t y  percen t  o f  t he  

monthly base sa la r y  p a i d  t o  such member immediately preceding 

death. 

(e) When there i s  no s u r v i v i n g  spouse and two dependent 

ch i ld ren ,  t he  b e n e f i t  s h a l l  be f o r t y  percent  o f  t h e  monthly base. 

sa la r y  p a i d  t o  such member immediately preceding death- 



( f )  When there i s  no su rv i v i ng  spouse and one dependent 

c h i l d ,  the  b e n e f i t  sha l l  be twenty- f ive percent o f  the monthly 

base sa la ry  p a i d  t o  such member immediately preceding death. 

31-30-1009. Termination o f  benef i ts .  Any bene f i t  provided 

i n  accordance w i t h  t h i s  p a r t  10 t o  a su rv i v i ng  spouse o r  

dependent c h i l d  sha l l  terminate upon the  death o r  remarriage o f  

t h e  su rv i v i ng  spouse and upon t h e  death, marriage, o r  terminat ion 

o f  dependency o f  any dependent ch i ld .  

31-30-1010. Adjustment o f  benef i ts .  (1) Benef i ts  payable 

under t h i s  p a r t  10 s h a l l  be redetermined e f f e c t i v e  October 1each 

year, and such redetermined amount s h a l l  be payable f o r  t he  

f o l l ow ing  twelve months. To be e l i g i b l e  f o r  redetermination, 

such bene f i t s  sha l l  have been pa id  f o r  a t  l e a s t  twelve calendar 

months p r i o r  t o  the e f f e c t i v e  date o f  redetermination. 

( 2 )  Subject t o  the l i m i t a t i o n s  contained i n  subsection (3) 

o f  t h i s  sect ion,  the redetermi na t ion  o f  bene f i t s  payable under 

subsection (1) o f  t h i s  sec t i on  sha l l  be computed as fo l lows: The 

amount o f  the  bene f i t  on the  e f fec t i ve  date o f  t h e  b e n e f i t  sha l l  

be increased by no more than  th ree  percent f o r  each f u l l  year 

contained i n  t h e  pe r i od  commencing w i t h  t h e  e f f e c t i v e  date o f  t he  

b e n e f i t  and ending w i t h  the e f f e c t i v e  date o f  the 

redeterminat ion.  

(3) (a) I n  no event s h a l l  the  redetermined amount provided 

f o r  i n  subsection (2) o f  t h i s  sec t ion  be: 

(I)Less than t h e  amount o f  t he  b e n e f i t  on the  e f f e c t i v e  

date o f  t he  bene f i t ;  o r  
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(11) Mare than the amount o f  the' b e n e f i t  on t h e  e f f e c t i v e  

date of t he  b e n e f i t  m u l t i p l i e d  by a  f r a c t i o n ,  the numerator o f  

which s h a l l  be t he  average o f  the  consumer p r i c e  index f o r  t he  

twelve months in t he  calendar year immediately preceding t he  

e f f ec t i ve  date o f  t h e  redeterminat ion,  and the denominator of 

which s h a l l  be the  average o f  t h e  consumer p r i c e  index f o r  t he  

twelve months i n  t h e  calendar year immediately preceding t he  

e f f e c t i v e  date o f  t he  bene f i t .  I n  no event s h a l l  t h e  numerator 

of sa i d  f r a c t i o n  be l ess  than t he  denominator. 

(b) As used i n  paragraph (a) o f  t h i s  subsection (3 ) ,  t he  

11 term "consumer p r i c e  index" means t he  na t iona l  consumer p r i c e  

12 index f o r  urban wage earners and c l e r i c a l  workers prepared by t he  

13 Uni ted States department o f  labor. Such consumer p r i c e  index 

14  s h a l l  be deemed t o  have such base p e r i o d  as i s  i n  e f f e c t  January 

15 1,1969. 

16 (4) The cos t  o f  t he  adjustment of bene f i t s  prov ided by t h i s  

11 sec t i on  s h a l l  be funded i n  t h e s a m e m a n n e r a s o t h e r b e n e f i t s  

1 8  es tab l i shed  by t h i s  p a r t  10. 

19 31-30-1011. Return o r  t r a n s f e r  o f  con t r ibu t ions .  

20 (1) (a) Any member te rm ina t ing  h i s  se rv i ce  may e l e c t  t o  have h i s  

2 1  accumulated con t r i bu t i ons  together  w i t h  i n t e r e s t  earned thereon 

22 a t  f i v e  percent per annum refunded t o  him i n  a  lump sum and s h a l l  

23 s i g n  a  statement t o  be f i l e d  w i t h  h i s  employer ev idenc ing such 

24 e lec t ion .  The con t r i bu t i ons  refunded pursuant t o  t h i s  subsect ion 

25 (1) s h a l l  no t  i nc lude  con t r i bu t i ons  o the r  than those requ i red  t o  

26 be made by t he  member, and the r e t u r n  o f  con t r i bu t i ons  s h a l l  be 



made within one hundred twenty days. 

(b)  I f  the member who terminated his service subsequently 

returns t o  service as an act ive member, his pr ior  service c red i t  

shal l  be restored when he returns h is  refunded contributions, 

with i n t e r e s t  t o  the date of refund. I f  the member f a i l s  to  

return such contributions and in te res t ,  he shal l  be t reated as  a 

new member and his prior  service shal l  not be recognized i n  

determining pension e l i g i b l i t y  or pension benefits. 

(2) In l ieu  of having his  contributions returned as 

provided in  paragraph (a) of subsection (1) of t h i s  sect ion,  a 

member who has a t  l eas t  ten years of credited service may leave 

h is  contributions with the appropriate fund. When the inactive 

member a t t a i n s  age s ixty-f ive,  he shal l  be e l i g i b l e  t o  receive an 

annual vested benefit  equal t o  two percent of his average highest 

three years '  salary mu1 t ip1  ied by his  years,  not t o  exceed 

twenty-five, of act ive service. 

31-30-1012. Fund - creation - management. (1) There i s  

hereby created the f i r e  and police members' benefi t  fund, which 

shal l  cons is t  of moneys of f i r e  and police benefi t  plans, 

i ncl u d i  ng member., employer, and any s t a t e  contributions , fees 

col lected,  g i f t s  received, unclaimed deposits , and investment 

income, of those employers elect ing t o  have the moneys of t h e i r  

funds managed by the board. The board shall  keep an accurate 

account of each individual department's f u n d  apd shal l  disburse 

moneys i n  accordance with the provisions of t h i s  p a r t  10. 

(2) The board shall  be the  t rus tee  of the  fund and shall  
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have f u l l  and u n r e s t r i c t e d  d i sc re t i ona ry  power and a u t h o r i t y  t o  

i n v e s t  and r e i n v e s t  such p o r t i o n s  o f  t he  fund as i n  i t s  judgment 

may no t  be immediately r equ i red  f o r  t he  payment o f  refunds o r  

pension bene f i t s .  I n  exe rc i s i ng  i t s  d i s c r e t i o n a r y  a u t h o r i t y  w i t h  

respect  t o  t he  a c q u i s i t i o n  o r  d i s p o s i t i o n  o f  any investments, t he  

board s h a l l  be governed by the  standard f o r  investments 

prescr ibed i n  sec t i on  15-1-304, C. R. S. 1973, except as prov ided 

i n  subsection (5) o f  t h i s  sect ion.  

(3) The board s h a l l  designate a f i n a n c i a l  i n s t i t u t i o n  as 

custodian of the  fund. A l l  moneys p a i d  o r  t r ansm i t t ed  t o  the  

custodian s h a l l  be c r e d i t e d  t o  appropr ia te  accounts i n  t he  

re t i rement  fund and t he  custod ian s h a l l  ma in ta in  a cu r ren t  

inven to ry  o f  a l l  investments o f  the fund. 

(4) Disbursements from t h e  re t i rement  fund s h a l l  be made, 

sub jec t  t o  t he  approval o f  the  board, o n l y  f o r  payment o f  t h e  

expenses o f  t he  assoc ia t ion,  refunds t o  t h e  members, pension 

bene f i t s ,  and investment purposes. 

(5) The board may i n v e s t  a l l  o r  any p a r t  o f  t h e  fund i n  

obl ig a t i  ons o f  t h e  Uni ted States government and i n  ob l ig a t i  ons 

f u l l y  guaranteed. as t o  p r i n c i p a l  and i n t e r e s t  by  t he  Un i ted  

States government, i n  s t a t e  and munic ipal  bonds, i n  r a i l r o a d  

equipment t r u s t  c e r t i f i c a t e s ,  i n  r e a l  p rope r t y  and i n  loans 

secured by f i r s t  mortgages o r  deeds o f  t r u s t  on r e a l  proper ty ,  i n  

p a r t i c i p a t i o n  guarantee agreements w i t h  l i f e  insurance companies, 

and i n  o the r  types o f  investment agreements, and t h e  forego ing 

investments may be made w i t hou t  l i m i t a t i o n  as t o  t h e  percentage 



o f  the  book value o f  t he  assets o f  the  re t i rement  fund so 

invested. Investments may a lso  be made i n  e i t h e r  common o r  

p re fe r red  corporate stocks, b u t  the aggregate amount o f  moneys 

invested i n  corporate stocks or  corporate bonds, notes, o r  

debentures which are conve r t i b l e  i n t o  corporate stock,  o r  i n  

investment t r u s t  shares, s h a l l  no t  exceed t h i r t y  percent  o f  t he  

then book value of t he  assets o f  the fund. I n  no event s h a l l  any 

investment be made i n  the  common o r  p re fe r red  stock, o r  both, o f  

any s i n g l e  co rpora t ion  i n  an amount i n  excess o f  f i v e  percent  o f  

t h e  then book value o f  t h e  assets o f  the  fund nor s h a l l  more than 

seven percent  o f  the  outstanding s tock o r  bonds o f  any s i n g l e  

co rpora t ion  be acquired f o r  t h e  fund. 

(6) The board s h a l l  purchase and acquire and h o l d  f o r  t he  

b e n e f i t  o f  t h e  fund such investments i n  such amounts as may from 

t ime t o  t ime be d i r ec ted  by  t he  board i n  w r i t i n g .  Any such 

investments s h a l l  be disposed o f  by t he  board when i t  determines 

such d i s p o s i t i o n  t o  be necessary t o  prov ide money f o r  payment o f  

refunds o r  pension bene f i t s  o r  i n  o rder  t o  r e i nves t  t h e  proceeas 

o f  such d i s p o s i t i o n  i n  o ther  investments determined by t he  board 

t o  be i n  the  bes t  i n t e r e s t s  o f  the fund. 

(7) A l l  t ransact ions i n v o l v i n g  t he  purchase and sa le  o f  

investments author ized i n  t h i s  sec t i on  s h a l l  be e f f e c t e d  on 

beha l f  o f  t he  associat ion.  To f a c i l i t a t e  sale and exchange 

t ransact ions,  s e c u r i t i e s  belonging t o  t he  assoc ia t i on  may be 

reg i s te red  i n  t he  name o f  a  nominee, which nominee s h a l l  be a 

nominal pa r tnersh ip  composed of such o f f i c e r s  and employees of 



t he  assoc ia t ion  as t h e  board, by appropr ia te  r eso lu t i on ,  may 

designate from t ime t o  time. A l l  members o f  any nominal 

pa r tnersh ip  created i n  t h i s  subsection (7) sha l l  be bonded i n  

such amounts as may be determined t o  be advisable by t h e  board. 

31-30-1013. Employer and member con t r ibu t ions .  (1) On and 

a f t e r  January 1, 1980, every member covered under t he  p l a n  

estab l ished by t h i s  p a r t  10 sha l l  pay i n t o  t he  fund 

percent  o f  sa l a r y  paid. The payment s h a l l  be made by t h e  

employer by  deduction from t h e  sa la ry  p a i d  such member. Payment 

s h a l l  be made by one voucher f o r  t he  aggregate amount deducted. 

A l l  such payments s h a l l  be c r e d i t e d  t o  t h e  fund. 

(2) On and a f t e r  January 1, 1980, every employer employing 

members who are covered by t h e  p l an  estab l ished by t h i s  p a r t  10 

s h a l l  pay i n t o  the  fund percent  o f  t he  sa la r y  p a i d  t o  

such member. A l l  such payments s h a l l  be c r e d i t e d  t o  t h e  fund. 

(3) It i s  declared t o  be the i n t e n t  o f  the  general assembly 

i n  es tab l i sh i ng  t he  ra tes  o f  employee and employer con t r i bu t i ons  

i n  t h i s  sec t i on  t o  p rov ide  adequate fund ing o f  r e t i r emen t  b e n e f i t  

l i a b i l i t i e s  accrued under t h i s  p a r t  10, and t o  t h i s  end t h e  board 

s h a l l  submit an ' annual a c t u a r i a l  va l ua t i on  r e p o r t  t o  the  

l e g i s l a t i v e  a u d i t  committee and t he  j o i n t  budget committee o f  t h e  

general assembly, together  w i t h  any recommendations concerning 

such 1  iabi  1  ities as accrued. Amor t iza t ion o f  such 1  ia b i 1ity  over 

a fo r t y -year  p e r i o d  s h a l l  be deemed adequate t o  ma in ta in  

a c t u a r i a l  s t a b i l i t y .  I f  the  actua l  f i n a n c i a l  experience o f  t he  

fund i s  found t o  be more o r  l ess  favorab le  than t h e  assumed 



experience dur ing t he  two-year per iod from January 1, 1980, and 

each biennium therea f te r ,  adjustments may be made by the  general 

assembly i n  the employee and employer con t r ibu t ions  as may be 

deemed feas ib l e  and advisable upon recommendation o f  the  board. 

(4) The payments requ i red  by t h i s  p a r t  10 are sub ject  t o  

pena l t ies  if not  submitted when due. Payments are due no l a t e r  

than t e n  days fo l low ing  t he  date o f  payment o f  sa la r y  t o  t he  

member, unless the  sa la ry  i s  pa id  more than once monthly, i n  

which event such payments are due no l a t e r  than the t en th  day o f  

t he  month f o l l o w i n g  the month the sa la ry  i s  pa id  t o  t h e  member. 

An i n t e r e s t  charge o f  one-half o f  one percent per  month s h a l l  be 

l e v i e d  against  any unpaid amount and added t o  the employer 

payments requ i red  pursuant t o  t h i s  sect ion.  

31-30-1014. State  con t r ibu t ion .  I n  l i e u  o f  any moneys 

con t r ibu ted  by t he  s ta te  t o  loca l  f i r e  and p o l i c e  pension plans 

p r i o r  t o  January 1, 1980, the  s ta te  s h a l l  appropr ia te  annual ly 

no t  more than t h i r t y  m i l l i o n  d o l l a r s  t o  a s s i s t  l o c a l  f i r e  and 

p o l i c e  pension funds i n  funding t h e i r  unfunded l i a b i l i t y  as 

determined i n  1978. The appropr ia t ion s h a l l  be made t o  t h e  s ta te  

t reasurer  t o  be c red i t ed  t o  such l o c a l  funds i n  accordance w i t h  a  

d i s t r i b u t i o n  formula determined by the  board, based on the  

unfunded l i a b i l i t i e s  as determined pursuant t o  the  p rov is ions  o f  

p a r t  8 o f  t h i s  a r t i c l e .  

31-30-1015. Fund n o t  sub ject  t o  levy. No p o r t i o n  o f  the  

fund created pursuant t o  sec t i on  31-30-1012, before o r  a f t e r  i t s  

order  f o r  d i s t r i b u t i o n  by the board t o  the  persons e n t i t l e d  



thereto, shall  be held, seized, taken, subjected t o ,  detained, or 

levied upon by vir tue of any attachment, execution, injunction, 

wri t ,  interlocutory or other order or  decree, or process or 

proceeding whatever issued out of or by any court of t h i s  s t a t e  

fo r  the payment or sa t i s fac t ion,  i n  whole or in par t ,  of any 

debt, damage, claim, demand, or judgment against the beneficiary 

of said fund. Said fund shall be held and distr ibuted f o r  the 

purposes of th i s  par t  10 and fo r  no other purpose whatever. 

SECTION 2. 32-5-316, Colorado Revised Statutes 1973, i s  

amended t o  read: 

32-5-316. Power to  tax. For the purpose of providing 

revenue for  such d i s t r i c t s ,  the board has power and authori ty t o  

levy and col lec t  ad valorem taxes on and against a l l  taxable 

property w i t h i n  the d i s t r i c t .  inc3uding-the-right-to-3evy-the-tw. 

32-5-33?: 

SECTION 3. 32-5-317 (I), Colorado Revised Statutes 1973, as  

amended, i s  amended t o  read: 

32-5-317. Levy and collection of taxes. (1) The board 

shall  determine the amount of money necessary t o  be raised by a 

levy on the taxable property in the d i s t r i c t  and shall  f i x  a r a t e  

of 1evy not-to-exceed-eight-miSSs; which, when 1 evi ed upon every 

do1 l a r  of valuation fo r  assessment of taxable property w i t h i n  the 

d i s t r i c t ,  will raise the amount required by the d i s t r i c t  during 

the ensuing f isca l  year t o  supply funds fo r  paying expenses of 



organization and the  cos t s  of acquir ing,  operat ing,  and 

maintaining the  works and equipment of the  d i s t r i c t  and promptly 

t o  pay i n  f u l l ,  when due, a1 1 i n t e r e s t  on and pr incipal  of bonds 

and other  ob l iga t ions  of the  d i s t r i c t .  but--the--+imitation--of 

eight--miS~s--imposed-in-this-section-on-the-amount-of-Sevy-sha33 


not-app3y-to-~evies-made-for-the-purpose-of-pay~ng-the--principa3 


of--and--the--interest--on-the-bonds-and-other-ob+igations-of-the 


district-issued-after-dune-34;--3973; I n  accordance w i t h  t h e  

schedule prescribed by sect ion 39-5-128, C.R.S. 1973, the  board 

sha l l  c e r t i f y  t o  the  board of county commissioners of each county 

w i t h i n  the  d i s t r i c t ,  or  having a por t ion of i t s  t e r r i t o r y  within 

t he  d i s t r i c t ,  the  r a t e  so  f ixed in  order t h a t ,  a t  t he  time and i n  

t he  manner required by law f o r  the  levying of t axes ,  such board 

of county commissioners sha l l  levy such t a x  upon the  valuation 

f o r  assessment of a l l  taxable property w i t h i n  the  d i s t r i c t .  When 

necessary,  a d i s t r i c t  s h a l l ,  w i t h  r espec t  t o  an increased mill 

levy,  comply w i t h  t he  requirements of p a r t  3 of a r t i c l e  1 of 

t i t l e  29, C.R.S. 1973. 

SECTION 4. Repeal. 31-30-303 and 31-30-404 ( I ) ,  Colorado 

Revised S t a tu t e s  1973, 1977 Repl. Vol.,  as  amended, and 32-5-317 

( 2 ) ,  Colorado Revised S t a tu t e s  1973, a s  amended, a r e  repealed.  

SECTION 5. Effect ive  date .  This a c t  sha l l  take e f f e c t  

January 1, 1980. 

SECTION 6. Safety  c lause.  The general assembly hereby 

f i nds ,  determines, and declares  t h a t  t h i s  a c t  i s  necessary f o r  

the  immediate preservat ion of . t h e  publ ic  peace, hea l th ,  and 

sa fe ty .  
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POLICEMEN'S AND FIRENEN'S 

PENSION REFORM COMMISSION 


BILL 3 0  


A BILL  FOR AN ACT 

1 CONCERNING FUNDING FOR FIRE AND POLICE DEATH AND DISABILITY 

2 BENEFITS. 

B i l l  Summary 

(Note: Th i s  -------assummary a p p l i e s  t o  t h i s  b i l l  i n t r o d u c e d  and 
r e f l e c t  any amendments whicn may -be 

Prov ides  t h a t  death and d i s a b i l i t y  b e n e f i t s  f o r  every  
pol iceman and f i reman i n  t h i s  s t a t e  w i l l  be p a i d  f rom t h e  f i r e  
and p o l i c e  members' b e n e f i t  fund. 

-Be -i t  enacted by -t h e  General Assembly o f  t h e  S t a t e  o f  Colorado: 

SECTION 1. P a r t  10 o f  a r t i c l e  30 o f  t i t l e  31, Colorado 

Revised S t a t u t e s  1973, as enacted by Senate B i l l  No. -, 

enacted a t  t h e  F i r s t  Regular Session o f  t h e  F i f t y - second  General 

Assembly and approved by t h e  Governor on , i s  amended 

BY THE ADDITION OF A NEW SECTION t o  read: 

31-30-1013. S ta te  f u n d i n g  o f  death  and d i  sab i  1 it y .  Every 

department in t h i s  s t a t e ,  whether or  not such department has 

established an a l te rna t ive  plan pursuant to  section 31-30-1003 

(2), shall  be governed by the provisions of t h i s  section. The 

death and d i sab i l i ty  benefits provided t o  any member of a 



department pursuant t o  t h i s  pa r t  10 or par t  3, 4 ,  5 ,  or 6 of t h i s  

a r t i c l e  shal l  be paid fo r  by s t a t e  appropriations t o  the fund 

created by section 31-30-1011. The appropriations shal l  be based 

on the statewide experience of claims for  death and d i sab i l i ty  

benef i t s ,  and moneys so appropriated shal l  not be used for  any 

purpose other than the payment of said death and d i s a b i l i t y  

benefits.  

SECTION 2. Effective date. This a c t  shal l  take e f f e c t  

January 1, 1980. 

SECTION 3. Safety clause. The general assembly hereby 

f inds,  determines, and declares t h a t  t h i s  a c t  i s  necessary fo r  

the  immediate preservation of the public peace, health,  and 

safety.  



---- 
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POLICEMEN'S AND FIREMEN'S 
PEFJSION REF0RI.I COMMISSION 

BILL 31 

A BILL FOR AN ACT 

1 MAKING AN APPROPRIATION TO THE FIRE AND POLICE MEMBERS' BENEFIT 

FUND. 

B i l l  Summary 

(Note: T h i s  summary a p p l i e s  t o  t h i s  b i l l  as 
does n o t  n e c e s s a r i l y  r e f l e c t  any amendments 
subsequently adopted.) 

i n t roduced  and -
which may be-

As au tho r i zed  by s e c t i o n  31-30-1012, app rop r ia tes  $30 
m i l l i o n  t o  t h e  f i r e  and p o l i c e  members' b e n e f i t  fund t o  fund 
death and d i s a b i l i t y  c la ims o f  f i remen and pol icemen i n  t h i s  
s t a t e  and t o  a s s i s t  i n  f und ing  t h e  p resen t  f i r e  and p o l i c e  
pens ion  funds '  unfunded l i a b i l i t y .  

3 -Be -i t  enacted b~ -t h e  General Assembly o f  t he  S ta te  o f  Colorado: 

4 SECTION 1. There i s  hereby app rop r ia ted ,  o u t  o f  any moneys 

5 i n  t h e  s t a t e  t r e a s u r y  n o t  o therw ise  appropr iated, to t h e  f i r e  and 

p o l i c e  members' b e n e f i t  fund c rea ted  by s e c t i o n  31-30-1011, 

C.R.S. 1973, t h e  sum o f  t h i r t y  m i l l i o n  d o l l a r s  ($30,000,000), o r  

so much t h e r e o f  as may be necessary, t o  fund death and d i s a b i l i t y  

b e n e f i t s  and t h e  unfunded l i a b i l i t i e s  payable o u t  o f  s a i d  fund. 

SECTION 2. Sa fe ty  c lause.  The general  assembly hereby 

f i n d s ,  determines, and dec lares  t h a t  t h i s  a c t  i s  necessary f o r  

t h e  immediate 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 ,  and 

sa fe ty .  
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Dissentinq Cnmients Upon and An A 1  tcrnat i  vc! Proposal 

Out1 ine to the Policemcn1s and r i r emn ' s  


Pension Reform Comission Proposal 


Much of the attention of the commission, i n  i t s  recent meet- 
ings, has been focused upon the desiqn of a benefit plan for  new 
hires;  upon developing a sound and affordable proqram of death and 
d isabi l i ty ;  and, upon establishing retirement benefits for  new 
employees. Conceptually, the commission's current t h i n k i n q  as 
expressed i n  the b i l l  recommended to the Legislative Council is, i n  my 
opinion, defective from several points of view: 

1. 	 I t  assumes no change i n  benefits for  present employees, 
includinq continuance of the financially ruinous rank esca-
1ator provisions i n  municipalities over 100,000 in popu- 
la t ion;  

2. 	 I t  proposes that  somehow the s t a t e  meet the estimated $430 
million unfunded l i a b i l i t y  costs by annually appropriatinq 
up to $30 million additional (a suggestion I believe to be 
u t te r ly  f u t i l e  in the foreseeable future);  

3. 	 I t  effectively removes any vestige of local option and 
1 ocal control over pension proqrams and effectively stops 
any benefit agreements beinq developed w i t h  bargai ninq 
groups on behalf of employees or ,  through employers, on 
behalf of ci t izens wishing to secure a youthful and  s table  
work force. 

4. 	 I t  f a i l s  to address the horrendous costs Denver w i  11 have 
to bear as i t s  contributions increase as per S.B. 46. 

5. 	 I t  makes no clear  provision for  the economies of central 
administration of existing t rus t  funds on hehalf of the 
smaller d i s t r i c t s  and municipalities, who may e lec t  to 
withdraw from the s t a t e  system. 

I believe there are  mutually acceptable al ternat ives to  the 
commission's majority recommendations. 

My suggestion represents a conscious attempt to  meet i n  fu l l  
the s p i r i t  and mandate of S.B. 46 and to address what I believe appear 
to  be major defects i n  the commission proposal. I t  requires an extra 
e f f o r t  by a l l  concerned: State  dollars,  employer dollars,  and a 
decrease in mandated benefits for  the future service of a l l  employees. 
The design of th i s  al ternat ive proposal follows: 

1. Death and Disabili ty -- A s t a t e  plan, fu l ly  s t a t e  
funded and administered, the basic benefits of which would be 
the same as those proposed by the coniss ion .  These henefi t s  
resulted from the Auditor's Pension Advisory Cornnittee recom-
mendation. A very rough verbal estimate of the Martin E. Serial 
Company suqqests th i s  could release $4-6 million which local 



en t i t i e s  have been p u t t i n g  into death and d isabi l i ty  plans and 

2. Age of Service Pensions For -a l l  future service bv 

would allow such moneys to go direct1.v into local retirement 
pension f u n d i n g .  

-- 
-a l l  em~loyees a new benefit formula would apply: 

A t  aqe 55 w i t h  25 years of service the benefit would be 63Oi 
final average salary -- f inal  averaqe salary would be the 
averaqe of the highest three years salary. The pension 
would be deferred and commence a t  aqe 65, b u t  there would 
be an unl imited option available fo r  e a r l i e r  retirement a t  
a pension based upon the actuarial  equivalent of 6fl% a t  65 -- estimates suggest that  60% a t  aqe 65 i s  actuarily 
equivalent to 24% a t  aqe 50. 

The plan would include provisions for  a cost of l ivinn 
adjustment u p  to 3%a f t e r  age 55. An employee may continue 
to work a f t e r  aqe 55 i f  the employer aqrees, h u t  no further 
pension contribution would be made nor would additional 
benefits accrue. 

Vesting: 	 190% of contribution i n  f i r s t  5 years; 
50% of deferred pension a f t e r  5 years 
increasing to  100% of deferred pension 
a f t e r  10 years. 

Preliminary estimates made by the Segal Company suqqest t h a t  
this benefit package for  pensions would cost about 12% of pay- 
r o l l .  I t  will probably be necessary and f a i r  to  allow 
employees who are a t  present age 50 or have 15 years service to 
continue to accrue benefits in accordance w i t h  the i r  present 
benef i t pl ans . 

3. State Contributions -- The s t a t e  currently contributes 
about $6 million which appears to be about 6% of covered pay- 
r o l l .  Instead of a per person dis tr ibut ion,  or  a distribution 
based upon assessed value as under the current system, the 
Sta te ' s  contribution would be changed to 6% of payroll b u t  in 
no case more than the amount contributed by the employer. Com-
bininq our present per capita and assessed value methods w i t h  
h i g h  turnover means that i n  many d i s t r i c t s  the State  i s  cur-
rently payinq the fu l l  pension proqram costs -- hardly what we 
in tended. 

4. The State Board for  Police and Fire Pensions would be 
as follows: 

The basic structure would be the same as recomnended by the 
conimi ssion. 

As under the commission's proposal thc hoard would adrninister 
the death and d isabi l i ty  plan for  a l l  covered personnel s tate-
wide. 



The board would be author ized t o  o f f e r  t o  any d i s t r i c t  o r  
mrlnici pal  it y  the  serv ices o f  admin is ter inq  pension t r u s t  funds 
and prov id inq c e r t a i n  r e p o r t i n q  services. This should provide 
b e t t e r  investment p r a c t i c e  and re tu rns  thereon as we1 1 as pro-
v i d i n q  e f f i c i e n t  and low cos t  admin is t ra t i on  and s i m p l i f i e d  re-  
por t inq .  The board would have moni t o r i n q  respans ih i l  i t y  f o r  
the  a c t u a r i a l  soundness o f  a l l  l o c a l  pension plans and f o r  
e s t a b l i s h i n g  comon a c t u a r i a l  assumptions. 

5. Local Option and Contro l  -- A1 though t h i s  p lan provides 
a s t a t u t o r y  minimum pension bene f i t .  i t  i s  be l ieved t h a t  fund-
i n g  f o r  t h i s  b e n e f i t  and f o r  a l l  f u t u r e  serv ice  as w e l l  as f o r  
the  payment o f  the  unfunded l i a b i l i t y  i s  w i t h i n  the  arasp o f  
every l o c a l  d i s t r i c t  and mun ic ipa l i t y .  

When a d i s t r i c t  o r  m u n i c i p a l i t y  i s  f u l l y  f i nanc ing  i t s  minimum 
standard b e n e f i t  and i t s  unfunded 1 i a b i l  i t y  (on a t  l e a s t  a 40 
year bas is )  i t  may enr i ch  i t s  pension program i n  any manner i t  
sees fit, so long as the add i t i ona l  b e n e f i t s  are  l i k e w i s e  f u l l y  
funded on an a c t u a r i a l l y  sound basis. 

I t  i s  my content ion  that,  i n  p lace o f  an e s s e n t i a l l y  bankrupt 
s e t  of pension benef i ts ,  t h i s  p lan w i l l  p rov ide a f u l l y  funded proqram 
w i t h i n  2 o r  3 years. It should be noted t h a t  f o r  the  employee the re  
a re  important t rade-o f f s  -- the  d e f e r r a l  of pension commencement t o  
age 65 i n  r e t u r n  f o r :  

1. Bcnefi t equal t o  602 o f  f i n a l  averaqe salary;  
2. F u l l  vest ing; 
3. S ta te  administered death and d i s a b i l i t y  plan; 
4 .  Secur i t y  o f  f u l  l y  funded benef i ts ;  and 
5 .  State  con t r i bu t ions  as a percent  of sa1ar.y. 

Under t h i s  p lan  the d i s t r i c t  o r  m u n i c i p a l i t y  b e n e f i t  by the 
lower s t a t e  mandate and the f u l l  s t a t e  funding o f  death and d i s a b i l -
ity, thereby, making the unfunded l i a b i  1 it y  problem manaaeable and 
a t ta inab le .  Local f l e x i b i l i t y  i s  re ta ined f o r  en r i ch ing  benefi ts.  
Investment management and admin is t ra t i on  by t h e  s t a t e  i s  a l s o  a v a i l -  
ab le  t o  l o c a l  u n i t s .  Huge proper ty  t a x  increases are avoided. 

For the  state,  we "crack the  pension nu t "  by doing c e n t r a l l y  
what we must and what i s  economical t o  do, and we a l l ow  l o c a l  op t ion  
t o  cont inue t o  r e f l e c t  l o c a l  need and desire.  We double ou r  present 
o u t l a y  t o  $12 m i l l i o n ,  b u t  t h a t  i s  s u b s t a n t i a l l y  l ess  than the $36 
m i 11 i o n  a1 t e r n a t i v e  and may we1 1 be poss ib le  i n  the  eyes of the  Gen-
e r a l  Assembly. 

Respect fu l ly  submitted, 

/s/ Representat ive John McEl de r ry  
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Flembershi p -- Audi to r ' s  Pension 
Advi sory C o m i t tee 

Co-cha i rmen 

Kenneth Harris 
Denver Police Department --
Denver Pol ice Protective Association 

Jerry Kempf 

Manager of Revenue, 

City and County of Denver 


ilembers 

Captain Robert C). Cendi xen 
Denver Fire Department --
State Professional Firef ighter 's  Association 

Robert Rroom 
Finance Director, City of Aurora --
llunicipal Finance Officer 's  Association 

Captain Loren K. Coates 
Pueblo Pol ice  Department --
Colorado Police Protective Association 

Kent Cooper 
Assistant Ci ty,Manager, City of Greeley --
Colorado City llanagement Association 

Chief John Franks 
Cherry l l i l l s  Fire Protection Dis t r ic t  --
Colorado Fire Chiefs Association 

Susan K. Griffi  ths 
Attorney, Colorado Municipal Leaque 

Chief Robert tlolrnes 
Engl ewood Pol ice Department --
Colorado Chief's of Pol ice Association 

Edward H. Menges, Jr .  
Personnel Director, City of Lakewood --
Personnel Director's Association 

Chief Kenneth Neville 

Denver Fire Department --

Command Officer 's  Association 




Darrel 1 P inckney 
Bancrof t  F i r e  Protect ion D i s t r i c t  --
Special D i s t r i c t  Associat ion 

Clarence Sanders 

Ass is tant  C i t y  Manager, 

C i t y  o f  Fo r t  Woraan 


Dean W. S m i t h  
Manager, Arvada F i r e  Protect ion D i s t r i c t ,  
Colorado State  F i r e f i g h t e r '  s  Associat ion 
and Vol unteer Firemen 

Jack W, Smith 

Deputy C i t y  Attorney, 

C i t y  o f  Colorado Springs 


Stan Sponsel 

Denver F i r e  Department, 

Pension Board 


A1 ternates 

Dick Brown 

Colorado f lunic ipal  League 


Lester  Dawson 
Colorado Springs F i r e  Department (Ret i red) --
State Professional F i r e f i g h t e r ' s  Associat ion 

!lick Patete 
L o u i s v i l l e  F i r e  D i s t r i c t  --
Colorado State F i r e f i g h t e r ' s  Associat ion 

Chief Earl  Stonehocker 
West Adams County F i r e  Protect ion D i s t r i c t  --
Colorado F i r e  Chief 's Associat ion 

Secretary t o  the Advi sory Comi ttee 

John A. Neininger 
Attorney --
Pension Study Consultant t o  the State Audi tor  



LEGISLATIVE COUNCIL 


COMMITTEE ON JUDICIARY 


Members o f  the Committee 

Sen. Ralph Cole, Rep. Po l l y  Baca Barragan 
Chairman Rep. Steven Durham 

Rep. Anne t k G i l l  Gorsuch, Rep. Robert Eckel berry 
Vice Chairman* Rep. Charles Howe 

Sen. Dona1 d Sandoval Rep. V i rg in ia  Sears 
Sen. Ron Stewart Rep. Robert Shoemaker 
Sen. Robert Wham Rep. Thomas Tancredo 
Sen. Duane Woodard Rep. King Trimble 

Rep. Maynard Yost 

Council S t a f f  

Ear l  Thaxton J i m  Gottschal k 
Pr inc ipa l  Analyst Senior Research Assistant 

Br ian Mi tche l l  
Senior Research Assistant 

* Representative Gorsuch (Vice Chairman) presided over 
those meetings deal i ng  w i t h  C lass i f i ca t i on  of Felonies. 



COMMITTEE ON JUDICIARY - IN t iERlTANCC AND GIFT TAX 

The Interim Committee on Judiciary was estahl ished by the 
Legislative Council to  conduct two studies pursuant to  Senate Joint 
Resolution 23: 

I )  	 a study of the revision of the s t a t e ' s  e s t a t e  and g i f t  tax 
law, including the conforminq of such laws to the revised 
federal es ta te  and g i f t  tax laws; and 

11) an examination of the felony classif icat ion system and 
those procedures which have a n  impact upon the terms of 
sentence. 

The Comnittee on Judiciary held seven meetinqs throughout the 
interim. Two of the meetings were devoted to consideration of the 
inheritance and g i f t  tax laws and f ive  meetings were devoted t o  con-
sideration of sentencinq legis lat ion and the felony classif icat ion 
system. Included i n  this report is  a description of committee activ-
i ty with respect to  the study of inheritance and g i f t  taxes. A sep-
ara te  report concerning comnittee ac t iv i ty  with respect to  the study 
of sentencing legis lat ion is submitted i n  Research Publication No. 
240. 

The comni t t e e  makes no recommendations concerni nq the i nheri -
tance and g i f t  tax subject. For the information of the General Assem- 
bly, t h i s  report includes a description of the study procedure u t i l -  
ized by the comnittee, background on the proposals submitted t o  the 
committee and a sumnary of those proposals, and a summary of the 
conclusions of the comni t tee .  

Back round. I n  1976, a t  the direction of the Board of Cover-+nors o t e Colorado Bar Association, the Probate and Trust Section 
took up  the matter of revision of the s t a t e ' s  es ta te  and g i f t  tax 
laws. Three different  al ternat ives were considered by the Bar Associ- 
ation Committee. These were: (1) to  do nothinq and to make such 
periodic changes as were or  might become necessary from time to  time; 
( 2 )  to adopt an es ta te  tax i n  l ieu of the present inheritance t a x  and 
to conform t h a t  es ta te  tax as nearly as possible to  the federal rules 
while retaining fo r  Colorado the opportunity to  administer the tax 
independent of the federal government; and (3)  to  1 i te ra l ly  piyqy-back 
federal law with a s t a t e  tax determined as a percentage of the federal 
tax.  I t  was determined t h a t  the second al ternat ive,  that of adopting
an es ta te  tax for  Colorado patterned closely a f t e r  the federal tax and 
following the federal rules w i t h  respect to  the taxation of 1 ifetime 
q i f t s ,  was the best approach. 

Several Bar Association subcomnittees were formed to consider 
the constitutional aspects of the proposal, to  draf t  the proposed 
legis lat ion,  and to  deal w i t h  the revenue considerations. A b i l l  was 
drafted in 1976 which incorporated the chanqes to  the federal law and 
was submitted to the Board of Governors of the Colorado Bar Associa-



t i o n  i n  August, 1977, where i t  received approval O F  the  board. The 
Ear Associat ion then met w i t h  the  S t a t u t o r y  Revis ion Committee o f  t he  
General Assembly and the b i l l  was recommended f o r  i n t r o d u c t i o n  i n  the  
1978 L e g i s l a t i v e  Session. The b i l l  was int roduced as House B i l l  1132. 
Because t h e  sub jec t  of es ta te  and q i f t  t a x  was n o t  on the  Governor's 
C a l l  t o  the  General Assembly, the  b i l l  d i d  n o t  rece ive  cons idera t ion  
du r ing  the  1978 Session. However, t he  s u b j e c t  o f  e s t a t e  and q i f t  
taxes was assigned t o  t h i s  comni t t e e  f o r  s tudy and recomnendations. 

Committee procedure. The committee u t i l i z e d  House B i l l  1132 as 
a s t a r t i n q  p o i n t  f o r  d ~ s c u s s i o n  of t he  need t o  r e v i s e  the  s t a t e ' s  
e s t a t e  and' q i f t  t a x  laws. The committee met w i t h  representat ives o f  
t he  Bar Associat ion 's  Probate and T rus t  Sect ion and reviewed the 
p rov i s ions  o f  the  h i 1  1 so t h a t  t he  members would understand the  nature 
and ex ten t  of the  chanqes proposed. An o u t l i n e  o f  the  major chanaes 
t o  Colorado law proposed i n  the b i l l  i s  inc luded i n  t h i s  repo r t .  

The committee a l s o  heard test imony from representa t ives  o f  t he  
D i v j s i o n  o f  Inher i tance Tax concerning the  revenue impact o f  the  b i l l .  
Although some p rov i s ions  o f  t h e  b i l l  do have a p lus o r  minus revenue 
e f f e c t ,  t he  b i l l  i s  intended t o  be revenue neut ra l .  I n  add i t ion ,  the  
committee received test imony from at to rneys  and o t h e r  i n te res ted  par-
t i e s  who are  opposed t o  adoption o f  the  b i l l .  A t  t h e  l a s t  meetinq 
devoted t o  the subject,  an a1 t e r n a t i v e  proposal was submitted f o r  
committee cons idera t ion  by Representat ive Carl  Gustafson. This pro- 
posal would e s s e n t i a l l y  abo l i sh  t h e  s t a t e  i nhe r i t ance  t a x  except f o r  
amounts which would otherwise go t o  the  federa l  government; i n  o the r  
words, t he  gap t a x  would be continued. The committee a l s o  b r i e f l y  
discussed and reviewed the  approach adopted by several o t h e r  s t a t e s  
wherein t h e  s t a t e  es ta te  t a x  i s  determined as a percentaqe o f  t he  fed- 
e r a l  tax. 

Comnittee recommendations. A t  t h e  f i n a l  committee hear inq on 
es ta te  and q i f t  taxes, a motion was made t o  the  e f f e c t  t h a t  the 
committee should favorab ly  recomnend adopt ion o f  House B i l l  1132 t o  
the  L e g i s l a t i v e  Counci 1. Committee d iscuss ion focused on whether the 
proposed b i l l  would s i m p l i f y  es ta te  t a x  preparat ion, what the  impact 
o f  t h e  proposal would be on j o i n t  tenancy, whether the  proposal would 
s u b s t a n t i a l l y  increase e s t a t e  taxes i n  c e r t a i n  areas, t h e  impact of 
t he  proposal on a g r i c u l t u r e  property, and what t a x  s h i f t  may r e s u l t  i f  
the proposal were t o  be adopted. By a 6 t o  3 vote, the  comni t t e e  
voted n o t  t o  approve the motion f o r  favorab le  recommendation. Thus, 
the  committee makes no recornendation t o  t h e  General Assembly con-
cern inq  House B i l l  1132. 

A t  t h e  same meeting, a motion was made t o  approve the  proposed 
Gustafson b i l l ,  and t o  favorab ly  recomnend i t  t o  the  L e q i s l a t i v e  Coun- 
c i l .  Fo l lowing committee d iscussion concerninq t h e  revenue impact o f  
t he  b i l l ,  c o n s t i t u t i o n a l  problems r e l a t i n q  t o  the  OAP fund, and the  
approaches adopted by  several o the r  s tates,  the  comni t t e e  voted, 6 t o  
3, no t  t o  approve the motion fo r  favorab le  recornendation. Thus, the 
c o m i  t t e e  makes no recommnda t i o n  t o  the  General Assembly concern-
i n q  the  proposed Gustafson h i l l .  



Inher i tance and G i f t  Taxes 

Colorado Inher i tance Tax 

Since 1927, Colorado has imposed an inher i tance tax  on property 
passing a t  death. The federal qovernment's death t ax  i s  an esta te  tax 
and has been i n  e f f e c t  s ince 1916. An inher i tance tax  i s  qeneral ly  
described as a  tax  on the r i g h t  t o  receive property and an estate tax 
i s  a  tax  on the r i g h t  t o  t ransmi t  property. The r a t e  o f  inher i tance 
tax depends usua l l y  on the re l a t i onsh ip  of the benef ic iary t o  the 
decedent wh i le  the esta te  t ax  i s  assessed against  the taxable esta te  
wi thout  regard t o  r e l a t i onsh ip  o f  the benef ic iar ies.  House B i l l  11 32 
adopts the esta te  tax approach i n  an attempt t o  s imp l i f y  and reduce 
the expense o f  preparation, f i l i n g ,  negot iat ion,  and determination of 
s t a te  death taxes. 

The fo l lowinq categor ies are some of the more important pro-
posed changes t o  the Colorado inher i tance tax  law as contained i n  
House B i l l  1132: 

Net es ta te  exemption. One o f  the most s i g n i f i c a n t  va r ia t ions  
between House B i l l  11 32 and the cur ren t  law i s  the proposed $60,000 
net  es ta te  exemption ($3,500 u n i f i e d  c r e d i t ) .  This was designed so 
t h a t  Colorado could maintain the present l eve l  o f  revenue received 
from estate taxes. 

r la r i  t a l  deduction. House B i l l  1132 provides for  a  mar i ta l  
deduction o f  the qreater o f  $250,000 o r  one-half the value o f  the 
adjusted gross estate. I n  order t o  q u a l i f y  f o r  the  mar i t a l  deduction, 
the property must pass o u t r i g h t  t o  the su rv iv ing  spouse o r  the sur-
v i v i na  spouse must receive a l l  o f  the income from the property and 
have a qeneral power o f  appointment a t  death. The mar i ta l  deduction 
w i l l  be reduced by any taxes imposed against  the property o r  any 
encumbrances aqainst  the property. I n  addi t ion,  the amount of the 
maximum mar i t a l  deduction al lowable i s  t o  be reduced by the amount by 
which the q i f t  tax  mar i ta l  deduction allowed under the q i f t  tax  laws 
exceeds one-half the value o f  the t o t a l  q i f t s  t o  the  spouse. Present 
law provides a  575,000 exemption f o r  g i f t  t o  a  spouse. 

Proceeds o f  1  i f e  insurance. House B i l l  11 32 provides f o r  the 
inc lus ion  i n  the esta te  o f  the proceeds o f  l i f e  insurance t o  the 
extent  o f  the amount rece ivab le  by the personal representat ive under 
p o l i c i e s  on the l i f e  o f  the decedent, and t o  the extent  o f  the amount 
receivable by a l l  o ther  bene f i c ia r ies  under p o l i c i e s  w i t h  respect t o  
which the decedent possessed a t  the time o f  h i s  death any inc iden t  of 
ownership. This p rov is ion  o f  the b i l l  e l iminates the present $75,000 
insurance exemption i n  Colorado law. 

Valuation o f  c e r t a i n  rea l  property. House B i l l  1132 provides 
an opt iona l  va luat ion method f o r  r e a l  es ta te  used i n  a  farm, ranch, o r  
c l ose l y  he ld  business. I t  al lows such rea l  es ta te  t o  be valued based 
on i t s  actual  use ra the r  than i t s  h iqhest  and best  use. The prov is ion 
i s  s i m i l a r  t o  a  p rov is ion  enacted by the l e g i s l a t u r e  i n  1977, bu t  w i t h  



a c a p i t a l i z a t i o n  r a t e  based on Federal Land Bank i n t e r e s t  rates, 
ra ther  than a s t r a i g h t  11 1/2 percent, and the proposed law has 
d i f f e r e n t  tests,  extends t o  businesses o ther  than agr i cu l tu re ,  and i s  
more detai led.  The decrease i n  value i s  no t  t o  exceed $500,000. The 
proposal establ  ishes as requirements f o r  qua1i fi c a t i o n  t h a t  the farm 
o r  business i n t e r e s t  equal o r  exceed 50 percent o f  the adjusted value 
o f  the gross estate, and t h a t  the rea l  property i t s e l f  equal o r  exceed 
25 percent of the adjusted value of the qross estate. The b i l l  
requires t h a t  the decedent o r  h i s  fami l y  have been involved i n  the 
operation of the farm o r  business and t ha t  the fami l y  continue a f t e r  
the decedent's death t o  be involved i n  the operat ion o f  the farm o r  
business. The d i spos i t i on  of the property o r  f a i l u r e  t o  use the prop- 
e r t y  f o r  the q u a l i f i e d  use w i l l  r e s u l t  i n  the imposi t ion o f  an addi- 
t i ona l  tax t o  the extent  o f  the tax  saved by the o r i q i n a l  discount. 
A l l  he i r s  who have an i n te res t  i n  the property must s ign an aareement 
t ha t  they w i l l  he l i a b l e  f o r  the tax  i f  there i s  a cessation o f  use o r  
d ispos i t i on  o f  the property. As an a1 ternat ive,  a bond may he posted 
by the he i r s  i n  the amount o f  the tax t ha t  was saved throuqh the elec- 
t i o n  o f  the opt iona l  valuation. Rest r ic t ions on cessation o r  d isposi-  
t i o n  extend f o r  15 years, a f t e r  which time the he i r s  can use o r  d is -  
p s e  o f  the property as they wish. The purpose o f  t h i s  sect ion of the 
b i l l  i s  t o  avoid the impos i t ion o f  tax on businesses, farms, and 
ranches based on values f o r  uses o ther  than t ha t  t o  which the property 
i s  heinq put  a t  the time of death. It i s  intended, through the reduc- 
t i o n  of va luat ion and the tax, t o  reduce 1 i q u i d i t y  needs o f  the esta te  
and prevent the forced sa le  o f  farms, ranches, and small businesses 
f o r  the purpose o f  r a i s i n g  money t o  pay death taxes. 

Generation-skipping t rans fe r  tax. Under provis ions o f  the fed- 
e ra l  1976 Tax Reform Act, a tax i s  now imposed -- subject  t o  ce r t a i n  
t r ans i t i ona l  r u l es  an t rans fe r  described as "qeneracion-s k i  ppi na -9 

transfers". If, fo r  example, a fa ther  dur ing h i s  l i f e t i m e  o r  by h i s  
w i l l ,  t ransfers  $400,000 t o  a t r u s t  f o r  h i s  dauqhter f o r  her l i f e t i m e  
and t o  her ch i ld ren  on her death, the t rans fe r  would be a 
generation-skippinq t rans fe r  and p r i o r  t o  the Tax Reform Act the t r u s t  
property would not  have bean included i n  the dauqhter's estate f o r  
federal  tax purposes a t  her death. Under the federal  law and the pro- 
posed b i l l ,  the f i r s t  $250,000 o f  property would s t i l l  be exempt from 
the tax, provided i t  vests i n  grandchi ldren a t  the dauqhter's death. 

Gross estate. The Colorado gross esta te  i s  defined as the 
value o f  the i n t e r e s t  o f  the decedent i n  a1 1 property, rea l  o r  per-
sonal, tang ib le  o r  in tanq ib le ,  a t  the time o f  h i s  death-. The value o f  
a l l  rea l  property and a l l  tang ib le  personal property havinq an actual  
s i t u s  outs ide the s ta te  a t  the date o f  death o f  the decedent i s  
excluded from the gross esta te  as under present law. I f  the decedent 
i s  a non-domicil iary, a l l  tang ib le  personal property owned by him 
sha l l  be excluded from the estate. 

Adjustments f o r  g i f t s  made w i t h i n  three years o f  death. A l l  
property t ransfer red '  by g i f t  by the decedent w i t h i n  three years o f  
death, except q i f t s  o f  $3,000 o r  less a t  the  t ime o f  the g i f t ,  i s  
included i n  the estate. Present law includes such g i f t s  only i f  made 



within two years of death and in contemplation of death. Any q i f t  
taxes paid on gif ts  within three years of death are added back to the 
gross estate for purposes of determining the qross estate. 

Transfers with retained l i f e  estate. Property which has been 
transferred by the decedent in his lifetime, in which he retained the 
right to the income from, or the possession or enjoyment of the prop-
erty, or the right to designate the persons who would receive or enjoy 
the income from the property, i s  included i n  the qross estate. 

Transfers taking effect a t  death. Transfers of property by the 
decedent where he retained the power to dispose of the property, or 
retained a reversionary interest in the property, or possession or 
enjoyment of the property can be obtained only by surviving the dece- 
dent, are included in the gross estate. 

Revocable transfers. Transfers of property by the decedent 
where the enjoyment of the property a t  the time of the decedent's 
death ds subject to any chanqe through the exercise of a power by the 
decedent, alone or in conjunction with any other person, to a l te r ,  
amend, revoke or terminate such enjoyment, are included in the estate. 

Annuities. An annuity or other pa.yment receivable by any bene- 
ficiary by reason of surviving the decedent under any form of contract 
or aareement, i f ,  under such contract or agreement, an annuity or 
other payment was payable to the decedent or the decedent possessed 
the right to receive such annuity or payment, i s  included in the 
estate. The includable portion i s  defined to be t h a t  part of the 
value of the annuity which i s  attributable t o  the purchase price paid 
by or attributable to the decedent. Excluded from the estate i s  the 
value of an annuity or any other payment, other than a lump sum 
distribution, from an employee's qua1 ified pension or profi t-sharinq 
plan or retirement contract or other arrangement (comnonly known as 
"qualified plan"). Also excluded from the estate are payments made 
under individual retirement accounts and self-employed retirement 
plans, other t h a n  when paid in lump sums. Present Colorado law 
excludes benefits from annuity contracts and pension and profit-
sharinq plans when paid over the beneficiary's lifetime. Lump sum 
payments are now subject to a $75,000 exemption. 

Joint interests. Included i n  the estate i s  a decedent's inter-
es t  in joint tenancy property to the extent of the contribution by the 
decedent. If the other joint tenant i s  the decedent's spouse, the 
proposal provides t h a t  only one-half of the joint tenancy property 
will be included in the decedent's estate, notwithstanding the 
decedent's actual contribution, i f  the original transfer into joint 
tenancy constituted a completed g i f t  and an election was made to treat  
the transfer as a gi f t .  Present Colorado law i s  different in that i t  
taxes one-half of spousal joint tenancies in the f i r s t  estate, ignor- 
ing actual contribution. 

Powers of appointment. Property in which the decedent had a 
general power of appointment i s  included in the estate under the pro-



posal. A general power o f  appointment i s  defined 2s a power exerc is -
ab le  i n  favo r  o f  t h e  decedent, h i s  estate,  h i s  c r e d i t o r s ,  o r  t he  cred- 
i t o r s  o f  h i s  estate; except tha t ,  a power t o  consume, invade, o r  
appropr ia te  proper ty  f o r  t he  b e n e f i t  of t h e  decedent, which i s  l i m i t e d  
by an ascer ta inab le  standard r e l a t i n g  t o  t h e  heal th,  education, sup-
p o r t  o r  maintenance o f  t he  decedent, s h a l l  no t  be deemed a general 
power o f  appointment. I n  add i t ion ,  ifthe  power i s  n o t  exerc isab le  by 
the  decedent except i n  con junc t ion  w i t h  a person having a subs tan t ia l  
i n t e r e s t  i n  the  property, which i s  adverse t o  the  exerc ise of t he  
power i n  favo r  o f  t he  decedent, such power s h a l l  n o t  be considered a 
general power o f  appointment. The lapse of a general power o f  
appointment du r ing  the  l i f e  o f  the  i n d i v i d u a l  possessing the  Dower i s  
considered a re lease o f  such power, b u t  o n l y  t o  the  ex ten t  t h a t  the  
value o f  t h e  p roper t y  sub jec t  t o  t h e  power exceeds the  greater  o f  
$5,000 o r  f i v e  percent o f  t he  aggregate value, a t  t he  t ime o f  the  
lapse o f  the  power, o f  t he  assets sub jec t  t o  t h e  power. 

Transfers f o r  i n s u f f i c i e n t  considerat ion.  Ifany o f  t h e  t rans-  
f e r s  p rev ious l y  enumerated as taxab le  were made f o r  inadequate con-
s idera t ion ,  t h e  proposal provides t h a t  t he re  s h a l l  be inc luded i n  t h e  
e s t a t e  o n l y  the  excess o f  t he  f a i r  market value o f  t h e  proper ty  over  
the  cons idera t ion  received. A re l inquishment of a s t a t u t o r y  o r  o the r  
m a r i t a l  r i g h t  s h a l l  n o t  be considered t o  any ex ten t  a cons idera t ion  i n  
money o r  money's worth. 

Disclaimers. I f  a person makes a q u a l i f i e d  d i sc la imer  w i t h  
respect  t o  any i n t e r e s t  i n  property, t he  p roper t y  w i l l  be t rea ted  as 
i f  t h e  i n t e r e s t  had never been t rans fer red t o  such person. A qua1i-
f i e d  d i sc la imer  i s  def ined as one which q u a l i f i e d  under t h e  Colorado 
Probate Code. 

D e f i n i t i o n  of taxab le  estate.  The proposed House B i l l  1132 
provides tha t ,  f o r  purposes o f  determininq t h e  taxable estate,  t he  
gross estate,  p rev ious l y  discussed, s h a l l  be reduced by t h e  deductions 
discussed below. The m a r i t a l  deduct ion was discussed e a r l i e r  I n  t h i s  
repor t .  

Expenses, indebtedness and taxes. Under House B i l l  11 32, f o r  
Purposes of . determinins t h e  taxab le  estate,  t h e  value o f  t h e  gross. 
es ta te  i s  reduced by  funera l  expenses, admin i s t ra t i on  expenses, claims 
and mortgages on p roper t y  inc luded i n  t h e  estate.  No deduct ion i s  
a1 lowed f o r  expenses r e l a t e d  t o  proper ty  which i s  excluded from the  
gross estate.  -Death taxes and taxes incu r red  a f t e r  death are no t  
deduct ib le.  

Losses. Under House B i l l  1132, casua l t y  and t h e f t  losses 
i n c u r r e m i n g  the  set t lement  o f  t h e  e s t a t e  t o  t h e  ex ten t  t h a t  t h e  
losses occurred t o  i tems of p roper ty  inc luded i n  t h e  estate,  a re  
deducted from the qross estate. 

Transfers f o r  pub1 i c ,  c h a r i  tab1 e, and re1igious purposes. 
Transfers f o r  cha r i t ab le ,  p u b l i c  and r e l i q i o u s  ourposes are deduc t ih l k  
from the  estate.  



Devises to certain niinor children. Devises to an  orphan child 
of the decedent i s  deductible. The deduction i s  liniited to S5,ftT)O for 
each year the child i s  under twenty-one. Present law provides an 
exemption of $37,500 to children under eiqhteen, and $25,000 to chil-
dren eiqhteen and older. 

Credits for g i f t  tax. In addition to the unified credit dis- 
cussed above, the proposal provides that there shall be credited 
against the estate t a x  the amount of any g i f t  t a x  imposed by the q i f t  
tax law in effect prior to the date of the new law. This avoids 
double taxation of property which was subject to g i f t  tax a t  the time 
of g i f t  and i s  subject to the estate t a x  a t  the time of death. This 
i s  similar to present Colorado law. 

Credit for tax on prior transfers. If the present decedent 
received property from a prior decedent who was subject to Colorado 
inheritance tax, the present decedent's estate will receive a credit 
for the lesser of the tax imposed upon the property in the f i r s t  or 
second estate. There i s  a 100 percent credit for property which i s  
taxed in two estates within two years; eight percent i f  within the 
third or fourth years preceding the present decedent's death; 6q per-
cent i f  within the f i f th  or sixth years; 40 percent i f  within the 
seventh and eighth years; and 20 percent i f  within the n i n t h  or tenth 
years. There i s  no tracing requirement. Present law provides for a 
similar credit,  limited to three years, w i t h  tracing of the property 
requ i red. 

Procedure for determining estate taxation. The following dia-
qram il lustrates the procedure for determining the net tax on an 
estate: 

Assets 
-	 Deductions 


NET ESTATE 


Basic Tax on Net Estate 
- Credits 


NET TAX 


Assets include certain types of property, 1i fe t i  me transfers, 
annuities, joint property interests,  powers of appointment, and l i f e  
insurance. The proposed method for computing assets under House Bill 
1132 would include the following: 

1 )  Allow agriculture property or a closely held business to be 
valued based on their actual use rather than the f a i r  market value 
(the decrease in value i s  not to exceed $500,000). 

2 )  Exempt qualified benefit plans and limited powers of 
appointment. 

3 )  Include as an asset the decedent's interest in a joint ten-
ancy property (not one-'half of the property as i s  presently the case). 



4) El iminate the present $75,000 1 i f e  insurance exemption. 
The l i f e  insurance exemption would be el iminated because o f  the sub-
s t a n t i a l  "mar i ta l  deduction" a1 lowed i n  the proposed b i l l .  

The provis ions o f  House B i l l  1132 would al low the fo l low ing  
deductions f o r  the purpose of reducing the  gross estate: 

1 )  Costs o f  expenses, administrat ion,  and losses 

2) Transfers f o r  cha r i t ab le  purposes. 

3) Mar i ta l  deductions -- the greater  o f  $250,000 o r  one-ha1 f 
the value o f  the net  es ta te  (present law prov i  des a $75,000 
exemption) . 

4) 	 Orphaned ch i ld ren  deductions -- t h i s  deduction i s  l i m i t e d  
t o  $5,000 f o r  each year the c h i l d  i s  under twenty-one 
(present law provides an exemption o f  $37,500 t o  ch i ld ren  
under eighteen, and $25,000 t o  ch i ld ren  eighteen and over). 

Tax ra te .  The proposed t ax  r a t e  on the  ne t  es ta te  would ranqe 
from fou r  percent t o  nineteen percent o f  the taxable estate. This tax 
would then be reduced by a $3,500 u n i f i e d  c r e d i t  which i s  equivalent 
t o  a $60,000 net  es ta te  exemption. Unl ike  present law which taxes 
inher i tances based on the re l a t i onsh ip  o f  the rec i p i en t  t o  the dece- 
dent, the proposed tax  i s  based on the amount o f  the taxable estate: 
Assets less deductions. Appendix A includes the proposed tax  r a t e  
schedule. 

Payment o f  the esta te  tax. Payment o f  the tax  under the  pro-
posal would be due n ine months a f t e r  date o f  death, the same as 
present Colorado inher i tance and Federal es ta te  tax  law. The current  
prov is ion o f  Colorado law a f f o rd i nq  a f i v e  percent discount f o r  tempo- 
r a r y  payments made w i t h i n  s i x  months i s  eliminated. Under the prov i -  
sions o f  House B i l l  1132, tax  no t  paid when due bears i n t e res t  a t  the 
lega l  r a t e  ( cu r ren t l y  8 percent). For reasonable cause shown, the tax  
may be paid i n  ins ta l lments  f o r  over a per iod o f  up t o  ten years. I n  
addi t ion,  the esta te  has a r i g h t  t o  e l e c t  ins ta l lment  payments when a 
ce r t a i n  percentage of the esta te  consists of i n t e res t s  i n  a c lose ly  
he1 d business. 

Ga tax. The proposal imposes a "gap tax", s i m i l a r  t o  present 
Colorad& t o  al low the s ta te  t o  p ick  up an addi t iona l  tax  t o  the 
extent  t h a t  the federal  c r e d i t  f o r  s t a te  death taxes exceeds the tax  
imposed under the proposal. 

Re1 eases and summary statement. The "release" provis ions o f  
the present Colorado 1 aw are re ta ined e s s e n t i a l l y  i n t a c t  under the 
proposal. The fo l low ing  items may not  be d i s t r i h u t e d  t o  esta te  bene- 
f i c i a r i e s  wi thout  a release from the state:  Colorado rea l  estate, 
regardless o f  value; reg is tered secur i t i es  exceeding $5,000 i n  value; 
deposits i n  any one bank exceeding $5,000, and safe deposit  boxes. 
For a l l  estates requ i r ing  the f i l i n g  of a Colorado estate tax  return,  



procedures fo r  obtaining releases wi l l  generally remain the same as 
under present law, including those procedures providinq f o r  the issu- 
ance of "accelerated" re leases  pr ior  t o  the  completion of an audit .  
However, there  will  be many e s t a t e s  which do not exceed the  return 
f i l i n g  requirement b u t  which include a s se t s  requirinq a release.  
These e s t a t e s  wi l l  need to  f i l e  a shor t  "summary statement" s e t t i nq  
for th  the  asse t s  requirinq release.  Release i n  these cases will  be 
issued i n  an expeditious and perfunctory manner. 

Penal t i e s .  Under the  proposal, there  would be a f ive  percent 
per month penalty (up t o  a maximum of 25 percent of the tax)  imposed
f o r  f a i l u r e  to  f i l e  the return. There i s  a l so  a one-half percent per 
month penalty (up to  a maximum of 25 percent of the tax)  fo r  f a i l u r e  
to pay the  tax on time. In addit ion,  there  a r e  c i v i l  and criminal 
penal t ies  fo r  fraudulently f a i l i n g  t o  f i l e  o r  otherwise evading the  
tax. 

A u d i t  and assessment. Under the proposal, the  s t a t e  would 
re ta in  the  r i gh t  and responsibi l i ty  f o r  an independent audit  and 
assessment of the tax much i n  the same manner as under present law. 

Colorado Gift Tax 

Colorado has imposed a tax on t ransfe rs  by  g i f t  s ince 1937. 
Like the present inheri tance tax s t a t u t e ,  the  g i f t  t ax  depends upon 
the  re la t ionship of the donor t o  the donee: annual exclusions and 
l i fe t ime exemptions vary w i t h  the  donor-donee relat ionship.  

Present Colorado law bears l i t t l e  resemblance t o  the be t t e r  
known provisions of the federal law. A Colorado donor, aware t ha t  
under federal 1aw a g i f t  of $3,000 o r  l e s s  t o  any one person in any 
calendar year i s  not a taxable event, may not be aware t ha t  a a i f t  of 
$3,000 t o  h i s  daughter o r  son-in-law, brother o r  s i s t e r ,  niece o r  
nephew, i s  a taxable event i n  Colorado and, i f  repeated, subjects the  
unsuspecting donor to  g i f t  tax,  i n t e r e s t ,  and penalties. 

The g i f t  tax has not been an important source of revenue fo r  
Colorado. Receipts f o r  the  four-year period from 1973 t o  1976 aver- 
aged about $1,750,000 per year. Receipts i n  1977 of 34,700,000 were 
stimulated by g i f t s  made f o r  federal purposes i n  the  l a s t  quar ter  of 
1976 following passaqe of the Tax Reform Act by Conqress. 

The Tax Reform Act of 1976 s ign i f ican t ly  reduced the  federal 
tax advantages of l i fe t ime giving and i t  seems l i ke ly  t ha t  revenues 
from Colorado g i f t  tax a f t e r  1977 wil l  be subs tan t ia l ly  decreased, 
whether o r  not House Bill  1132 is enacted. 

Although the present Colorado g i f t  tax law is based upon the  
re la t ionship of the  donor to  the donee, personal re la t ionships  would 
not make any difference under the provisions of House Bill 1132. 



Other impor tant  changes conta ined i n  House BY:? 11 32 are  out-  
l i n e d  i n  the  f o l l o w i n g  sect ions. 

Impos i t ion  of the  tax. I n  substance, t h e  b i l l  fo l lows present  
Colorado law b u t  now r e f e r s  t o  calendar quar ters  r a t h e r  than calendar 
years t o  adopt the fede ra l  f i l i n g  requirements. The proposal va r ies  
from federa l  law o n l y  because i t  i s  necessary t o  d i s t i n g u i s h  taxab le  
g i f t s  by Colorado d o m i c i l i a r i e s  from non-domic i l ja r ies .  I n  fo l l ow ing  
fede ra l  law, t h e  proposal makes i t  c l e a r  t h a t  t r a n s f e r s  t o  a  p o l i t i c a l  
organizat ion,  de f ined by re ference t o  t h e  I n t e r n a l  Revenue Code, are 
n o t  g i f t s  sub jec t  t o  tax. This p rov i s ion  i s  new t o  Colorado law. 

F i  l i n q  procedure. A g i f t  t a x  r e t u r n  i s  requ i red  t o  be f i l e d  on 
Februar-y 15 f o l l o w i n g  any calendar year  i n  which the re  was made a s i f t  
t o  any one person exceeding $3,000 i n  value. Q u a r t e r l y  re tu rns  .-are 
requ i red  when more than $25,000 i s  g i f t e d  du r ing  a  year. 

Tat;ble fq;;;;. The proposal a l l ows  an annual exc lus ion  from 
taxab le  g i  t s  o  00 f o r  a  g i f t  (o the r  than a  q i f t  o f  a f u t u r e  
i n t e r e s t )  t o  any person. Present Colorado law a1 lows $3,000 o n l y  fo r  
g i f t s  t o  a  spouse, descendent o r  parent, and g i f t s  t o  a l l  o thers  --
daughters-in-law, nephews, s i s t e r s  -- are  al lowed a  l e s s e r  exclusion. 
I n  a l l ow ing  t h e  $3,000 annual exc lus ion  f o r  " f u t u r e  i n t e r e s t "  q i f t s  t o  
persons under 21 , the  proposal f o l  lows present  Colorado law. 

Va luat ion  o f  g i f t s .  The requirement t h a t  t he  execut ive d i rec -
t o r  in?orm the  donor o f  the  bas is  f o r  h i s  de terminat ion  o f  the  value 
o f  p roper t y  t rans fe r red  i s  a new p r o v i s i o n  i n  bo th  federa l  and 
Colorado law. Taxing the  value o f  p roper ty  q iven and t a x i n q  t r a n s f e r s  
which are p a r t  s a l e  and p a r t  q i f t  i s  not .  

Deductions. The proposal provides t h a t  t he  deduct ion f o r  q i f t s  
t o  a c h a r i t y  o r  a spouse i s  l i m i t e d  t o  t h e  ex ten t  such q i f t s  a re  
inc luded i n  t h e  amount o f  g i f t s  aga ins t  which such deductions a re  
appl ied. For example, i f  a  g i f t  of $5,000 i s  made t o  one's spouse, 
the  q i f t  a f t e r  the $3,000 annual exc lus ion  i s  $2,000 and the  m a r i t a l  
deduct ion would be 1  i m i t e d  t o  $2,000 r a t h e r  than $2,500. The e f f e c t  
i s  t o  prevent  a  p a r t  o f  t h e  m a r i t a l  deduct ion from o f f s e t t i n g  g i f t s  t o  
others. 

G i f t  t o  spouse. Since t h e  Tax Reform Act  o f  1976, fede ra l  law 
has al lowed a  deduct ion from taxab le  g i f t s  f o r  t h e  f i r s t  $10n,000 o f  
p roper ty  t r a n s f e r r e d  t o  the  donor's spouse. Under present  Colorado 
law, a  t r a n s f e r  o f  $100,000 t o  a  spouse (assuming no p r i o r  g i f t s  o t h e r  
than a g i f t  o f  $3,000 e a r l i e r  i n  t h e  year )  would i n c u r  q i f t  t a x  o f  
$2,250. Because many es ta te  p l  anninq adv isors  are  now recomnendi nq, 
i n  appropr iate circumstances, g i f t s  t o  one's spouse, adoption o f  t h i s  
p rov i s ion  may have a d im in i sh inq  e f f e c t  on revenues. 

G i f t  by husband o r  w i f e  t o  a t h i r d  pa r t y .  Under the proposal, 
a g i f t  made by  one spouse may he t r e a t e d  as made one-half  by such 
spouse and one-half hy the  other.- The p r o v i s i o n  i s  new t o  colorado 
law b u t  has been i n  e f f e c t  under fede ra l  law s ince 1937 and a l lows 



marr ied  persons, us inq  the  p rope r t y  o f  one o f  them, t o  make annual 
g i f t s  o f  $6,000 r a t h e r  than $3,000. 

Proper ty  set t lements.  The proposal,  new t o  Colorado law, makes 
i t  c l e a r  t h a t  p roper ty  t rans fer red  i n  connect ion w i t h  a  marr iaqe d i s -
s o l r ~ t i o n  i s  no t  a  q i f t .  Colorado has n o t  attempted t o  t a x  such t rans-  
f e r s  i n  the  past. 

U n i f i e d  c r e d i t  aga ins t  t he  q i f t  tax. The proposal,  new t o  
Colorado law, a l lows l i f e t i m e  t r a n s f e r s  the  same c r e d i t  aqa ins t  t h e  
g i f t  t a x  as i s  a l lowed f o r  t r a n s f e r s  a t  death. I t  replaces the  
present s e t  o f  exemptions based on the  r e l a t i o n s h i p  between donor and 
donee. 

Powers of appointment. The proposal makes the  t r a n s f e r  o f  
p rope r t y  by  exerc ise  o r  re lease o f  a  general power o f  apoointment 
c rea ted a f t e r  October 21, 1942, sub jec t  t o  the  q i f t  t a x  law. It f o l -
lows the  fede ra l  p r o v i s i o n  i n  a l l  impor tan t  respects. Under present 
Colorado q i f t  t a x  law, re lease o r  non-exercise o f  a  general power, o r  
a  spec ia l  power, i s  no t  a  taxab le  t rans fe r  b u t  exerc ise  o f  e i t h e r  a 
general power o r  spec ia l  power i s  taxable. I f  t h e  proposal were t o  
become law, re lease as we1 1  as exerc ise  o f  a  post-October 1942 general 
power w i l l  be sub jec t  t o  tax; exe rc i se  o f  a  spec ia l  power w i l l  no t  be 
sub jec t  t o  tax. The fede ra l  law and the  proposed House B i l l  1132 pro- 
v ide  an except ion f o r  t he  re lease  ( o r  lapse)  o f  a  general power 
l i m i t e d  t o  t h e  g rea te r  o f  $5,000 o r  5 percent  o f  t he  p rope r t y  from 
which the  exerc ise  o f  the  power cou ld  be s a t i s f i e d .  

C e r t a i n  a n n u i t i e s  under qua1 i f i e d  plans. Elost re t i r emen t  p lans 
a l l o w  an employee the  r i g h t  t o  e l e c t  j o i n t  and s u r v i v o r  b e n e f i t s  as 
opposed t o  payments f o r  the  employee's l i f e t i m e  only .  Since the  e lec-  
t i o n  i s  u s u a l l y  i r revocab le ,  i t  cou ld  be t r e a t e d  as a  taxab le  q i f t  h u t  
f o r  a  sec t i on  o f  t h e  fede ra l  law. Colorado does n o t  now have a  s im i -
l a r  p r o v i s i o n  but,  again, has n o t  attempted t o  t a x  such an e l e c t i o n  as 
a q i f t .  To the  e x t e n t  t h e  annu i t y  payment represents t h e  employee's 
c o n t r i b u t i o n s  t o  the  re t i r emen t  plan, an i r r e v o c a b l e  j o i n t  and sur-
v i v o r  e l e c t i o n  would c o n s t i t u t e  a  taxab le  g i f t  under t h e  proposal. 

Disc la imers.  Colorado law now provides f o r  d i sc la im ing  succes-
s i o n  and the  references i n  the  Colorado Probate Code inco rpo ra te  
e x i s t i n g  p rov i s ions  o f  the  Colorado law. A1 thouqh these p rov i s ions  
d i f f e r  from fede ra l  law - by a l low ing,  f o r  example, t h e  t ime p e r i o d  t o  
run  from the  date  o f  ac tua l  knowledqe o f  t h e  ex is tence o f  the  i n t e r e s t  - t h e  d i f f e r e n c e s  a re  n o t  considered s i q n i f i c a n t .  

Char i t ab le  and s i m i l a r  g i f t s .  Colorado now a l lows a  deduct ion 
f o r  g i f t s  t o  c h a r i t y  and the  proposal,  a1 thouqh presented i n  more 
d e t a i l ,  does n o t  vary  i n  substance w i t h  Colorado's present  law. 



Recommende Rate Schedule F 

Mot ovcr  $1 0,000 

ovcr $10,000 bu t  no t  over 
520,000 

ovcr $20,000 b u t  no t  over 
$40,000 

nver $40,000 b u t  no t  over 
$60,090 

over $60,000 b u t  no t  over 
380,000 

over $80,000 b u t  n o t  over 
$190,000 

over $100,000 b u t  n o t  over 
$i509000 

over $150,000 b u t  no t  over 
S250,000 

over $250,000 b u t  no t  over 
$5OO,OOO 

over $500,000 b u t  n o t  over 
$750,000 

over 5750,000 b u t  n o t  over 
$1,000,000 

over $1,000,000 b u t  n o t  over 
$1,250,000 

over $1,250,000 b u t  n o t  over 
$1 ,5OO,OOO 

over $1,500,000 b u t  n o t  over 
$2,000,000 

over $2,000,000 

The t e n t a t i v e  tax  i s :  

4% o f  such amouns;, 

$400, p lus  5 percent o f  the  excess 
o f  such amount over 510,000. 

$900, p lus  6 percent of the excess 
of such amount over $20,090. 

$2,100, p lus  7 percent o f  the  excess 
o f  such amount over $40,fl00. 

33,500, p lus  8 percent o f  the  excess 
of such amount over $60,000, 

$5,100, p lus 9 percent o f  the  excess 
o f  such amount over $80,000. 

$6,900, p lus  10 percent o f  the  excess 
o f  such amount over $100,000, 

$11,900, p lus  11 percent o f  the  excess 
of such amount over $150,090. 

$22,900, p lus  12 percent of the  excess 
o f  such amounc over $250,000. 

$52,900, p lus  13 percent of the  excess 
of such amount over $500,009. 

$85,400, p lus  14 percent o f  the  excess 
o f  such amount over $750,000. 

$120,400, p lus  16 percent o f  the  excess 
o f  such amount over $1,00q9000. 

$160,40q, p lus  17 percent of the  excess 
o f  such amount over $1,250,00'7. 

$202,900, p lus  18 percent o f  the  excess 
o f  such amount over $1,500,009. 

$292,900, p lus  19 percent of the excess 
of such amount over $2,000,n00. 
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