Attachment A

Colorado’s Capital Gains Deduction

Fact #1: Current capital gains deductions for Colorado assets violate the commertce clause.

In Fulton Corp. ». Faulkner, the United States Supreme Court held that a North Carolina tax scheme that
resulted in higher taxation of ownership of out-of-state corporate stock relative to taxation of ownership of in-
state corporate stock violated the Commerce Clause. Colorado’s similar laws on capital gains taxes on
income derived from Colorado businesses, much like North Carolina's tax scheme, results in higher taxation
of capital gains derived from out-of-state property and stock relative to taxation of capital gains derived from in-

state property and stock.

Legislative Legal Services stated “Application of the analysis used by the Fualfor Court to the state income
tax deduction allowed by section 39-22-518, C.R.S., which, much like North Carolina's invalidated intangibles
tax scheme, results in higher taxation of capital gains derived from out-of-state property and stock relative to
taxation of capital gains derived from in-state property and stock, leads to the conclusion that section 39-22- 518,

C.R.S., probably violates the Commerce Clause.”

Fact #2: The Colorado Government lost $32,693,834 in revenue in FY2005 from

capital gains deduction.
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Fact #3: Over 93% of capital gains deductions in Colorado are attributed to

individuals making over $100,000.

In Colorado the majority of capital gains are claimed by tax filers
whose federal adjusted gross income is greater than $100,000. The
chart at left shows the percent distribution of Colorado-source
capital gains by federal adjusted gross income tier. In tax year
2005, 93.9 percent of Colorado- source capital gains came from
taxpayers whose federal adjusted gross incomes were greater than
$100,000. Additionally, over half of taxpayers who deduct capital
gains make over $100,000.
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Fact #4: The Colorado capital gains tax deduction, section 39-22-518, C.R.S, is

unconstitutional and should be repealed.

Because the Colorado capital gains tax “probably violates the commerce clause”, it is time to repeal it. This
fundmg could be used in a residential boarding school for at-risk students. An opportunity like this school
could give students who struggle through traditional schooling a real opportunity to succeed.
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