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The Legislative Council, which is composed of five Senators, six Representatives, 
and the presiding officers of the two houses, serves  a s  a continuing research agency f o r  
the legislature through the maintenance of a trained staff. Between sessions, research 
activities a r e  concentrated on the study of relatively broad problems formally proposed 
by legislators, and the publication and distribution of factual reports to aid in their  
solution, 

During the sessions, the emphasis is on supplying legislators, on individual 
request, with personal memoranda, providing them with information needed to handle 
their own legislative problems. Reports and memoranda both give pertinent data in the 
form of facts, figures, arguments, and alternatives, without these involving definite 
recommendations for  action. Fixing upon definite policies, however, is facilitated by 
the facts provided and the form in which they a r e  presented. 
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T R A N S M I T T A L  L E T T  E R  

December 17, 1958 

Senator Ray B. Danks 
Colorado Legislative Council 

Denver, Colorado 


Dear Senator Danks: 

Transmitted herewith is the report of the Assessment Methods 
Committee of the Legislative Council pursuant to H.J. R. 31, which directed 
the Legislative Council to study: 1) the assessment methods and procedures 
used by the county assessors  and Tax Commission; 2) the statutes concern- 
ing property assessment; and 3)  the uniformity of assessments within and 
among the 63 counties of the state. 

The assignment was divided into two parts: 1) a methods and 
procedures study; and 2) an assessment-sales o r  sales ratio study. 

This report concerns the f i rs t  part of the assignment, namely, the 
methods and procedures study. It also contains conclusions adopted by the 
committee a s  to the sales ratio study. Harold Ballard, former assessor  of 
San Miguel County and former  president of the County Assessors Association, 
was retained in July of 1957 to supervise the methods and procedures study. 
Preliminary staff work on this phase of the study was begun in July of 1957. 



The 41st General Assembly, in the 1958 session, renewed the authority to 
conduct the over-all  assessment study. Early in 1958 a Council committee was 
appointed to work with the staff. That committee was composed of: 

Senator David J. Clarke, Chairman Representative Guy Poe, Vice Chairman 
Representative Ray Black Representative James M. French 
Representative Palmer Burch Senator Wilkie .Hain 
Representative Charles R. Conklin Senator Ranger Rogers 
Senator T. Everett Cook Senator Herrick S. Roth 
Representative R., S .  Crites Representative Arthur M. Wyatt 
Senator Fay DeBerard 

Committee meetings were  held for approximately ten days during the past 
year in developing the study and in considering the findings and conclusions. The 
committee believes that this report provides a detailed blueprint of the problems 
facing the State of Colorado in the administration of the property tax. 

Because of limited time and funds the committee decided to postpone the 
utility study and recommends that the 42nd General Assembly renew the authority of 
the Council to complete that phase of the assessment study. 

The members of the committee who attended the meeting on December 12, 1958 
voted unanimously to forward the report on the following motion: "The Committee on 
Assessment Methods accepts the report of the staff with its findings and conclusions; 
and recommends that the report be transmitted to the Legislative Council with the 
recommendation that the General Assembly consider it fully and implement the 
conclusions into law a s  it deems necessary. " 

The committee also voted unanimously to recommend that the sales ratio study 
be continued and that the administration of this function be left in the hands of the 
Legislative Council for  a t  least two years. 

The project coordinator has acquired considerable iilfonnation and experience 
during the course of this study. His contract with the Council expires April 30, 1959 
so he will be available to the General Assembly for  discussing the various aspects of 
this study until that date. 

The Committee on Assessment Methods wishes to express its appreciation to 
the County Assessors Association, the 63 county assessors ,  the Tax Commission and 
the many public officials and private citizens who have aided the committee in carrying 
out the assignment. 

Sincerely yours, 

/s/ David J. Clarke, Chairman 



In studying the methods of  assessment being used by the  s ix ty -  
t h r e e  county assessors  and the  Colorado t a x  commission, a s  d i rec ted  by House 
J o i n t  Resolution 33 passed a t  the  F i r s t  Regular Session of the For ty-Firs t  
General Assembly, a spec ia l  s t a f f  of  the Legis la t ive  Council has spent  one 
and one-half years i n  gathering a mass of information. A summarization o f  
t h i s  information, together with f ind ings  and conclusions developed from i t ,  
i s  presented i n  the repor t  which fall^^^. However, a g rea t  quan t i ty  of  
d e t a i l e d ,  t echn ica l  mater ia l  gathered during the course of t h i s  study does 
no t  lend i t s e l f  t o  inc lus ion  i n  t h i s  r epor t ,  but has ,  nevertheless,  provided 
the  bas i s  f o r  many of the  conclusions, These mate r i a l s  a r e  ava i l ab le  i n  the 
Council f i l e s  f o r  use by the standing committees of t h e  General Assembly, as 
w e l l  a s  f o r  the  use of ind iv idua l  members, 

The reso lu t ion  d i rec ted  the  Council t o  contact  each county assessor  
i n  t h e  s t a t e *  I n  the course of the  study, the  s t a f f  has gone t o  each county 
a t  l e a s t  once and t o  most count ies  twice o r  more, 

The f i r s t  s tep  i n  t h i s  study was a tour  of the  s t a t e  by the 
projeca: coordinator  t o  observe assessment p r a c t i c e s  i n  each area  and each 
county of  the  s t a t e ,  and t o  inform o f f i c i a l s  and people i n  a l l  p a r t s  of the  
s t a t e  concerning t h e  ob jec t ives  of the  study, Ten reg iona l  meetings were 
held around the s t a t e l  t o  which a l l  assessors  i n  each region were i n v i t e d ,  and 
which a l l  but th ree  of the  s ix ty - th ree  assessors  at tendeda 

A t  the meetings the  assessors ,  a s  a group, were briefed on why the 
problem of assessment methods was being s tudied,  what the  General Assembly 
hoped t o  accomplish by the s-tudy, and how the  study would be conducted, In 
t u r n ,  the assessors  to ld  of the  problems and condi t ions  common to  the  region 
i n  which the meeting was held. 

A l l  assessors  present  a t  the  meetings were interviewed i n d i v i d u a l l y  
regarding t h e i r  assessment methods, q u a l i f i c a t i o n s  f o r  o f f i c e ,  assessment 
and o f f i c e  s t a f f ,  o f f i c e  space,  f u r n i t u r e  and equipment, records,  and opinions 
and a t t i t u d e s  concerning proper ty  t a x  assessment problems, 

During t h i s  f i r s t  t o u r ,  i n  add i t ion  t o  the  reg iona lmee t ings ,  and 
the  ind iv idua l  interviews of assessors ,  the o f f i c e s  of t h i r t y  of the county 
assessors  were v i s i t e d ,  th ree  i n  each of the t en  regions,  During these  
v i s i t s ,  records were inspected and assessors  and t h e i r  a s s i s t a n t s  were i n t e r -  
viewed a t  g r e a t e r  length. P a r t i c u l a r  a t t e n t i o n  was given t o  adminis t ra t ive  
procedures, uniformity and adequacy of o f f i c e  records,  the  use of the* 
a p p r a i s a l  manual, the schedule of land valuat ions  being used, and any assess-  
ment problems pecu l i a r  t o  each county, 

I n  each of the  t h i r t y  counties the  coordinator  a l so  met with a 
represen ta t ive  group of l o c a l  taxpayers, These people had been inv5ted t o  
a t t end  the  meetings, having been se lec ted  i n  advance with the  a i d  and advice 
o f  t h e  county a g r i c u l t u r a l  agent ,  with a view t o  having a l l  economic i n t e r e s t s  



and a l l  par ts  of the county represented by people who were known t o  be 
in te res ted  i n  property t ax  problems A t  these meetings, the coordinator 
explained both the sa les  - r a t i o  study and the assessment methods study, 
Problems which might be encountered i n  each county i n  arr iving a t  equit- 
ab le  assessments were discussed. A great  deal  of information concerning 
l o c a l  economic condi4ions was gained from these meetings, 

After these preliminary v i s i t s  about the  s t a t e ,  information 
gathered during the v i s i t s  was compiled and analyzed, The sections of 
the Constitution and Colorado s ta tu tes  r e l a t i n g  t o  assessment were 
thoroughly analyzed, Court decisions r e l a t i n g  t o  assessment were studied. 
The consti tutions and assessment s ta tu tes  of other s t a t e s  were examined. 
Tax commission pol ic ies  were careful ly  analyzed, I n  par t icular ,  the 
Assessor 1s Real Es ta te  Appraisal lknual was analyzed i n  d e t a i l ,  Similar 
manuals from other s t a t e s  were obtained and reviewed, 

Many people were consulted with reference t o  par t icu la r  problems 
under study. n e s e  included professional appraisers,  r ea l to r s ,  leaders 
of various organized groups of taxpayers, governmental agencies possess- 
ing information which might be of use, those who par t ic ipated i n  the 
formulation of policy during the reappraisal  program, t ax  commission 
personnel, and leaders among the county assessors,  

After outl ining,  i n  d e t a i l ,  the various problems, and gathering 
a s  much data as  could be obtained from other sources, another f i e l d  
invest i f$at ion i n  the counties was under taken. The project  coordinator 
and h i s  a s s i s t an t  then spent three and one-half months i n  v i s i t i n g  the 
o f f i c e  of every county assessor i n  the s t a t e ,  These v i s i t a t i ons  were 
carefu l ly  planned and scheduled. Time was a l l o t t e d  t o  each county, 
varying from one-half man day i n  the smallest  counties t o  ten  man days 
i n  the  la rges t ,  Procedures were carefully planned i n  advance of the 
v i s i t s ,  

Standard forms were prepared t o  be f i l l e d  out during the v i s i t s  
ns a inatter of record and t o  insure  uniformity of r e s u l t s .  It was 
(letermined what people weCe t'ct.be(oonsulted,c)dtb'er khan- ~he.:couiity-
A.&ses:;ocs~..anti-~,Ji'Ch::bhe:coop.erat&dnhf &esssess ors advance prepara- 
t ions  were made f o r  such consultations,  

During the v i s i t s ,  county conxnissioners , county clerks,  county 
agr icu l tura l  agents, taxpayers who had part ic ipated i n  the reappraisal  
program, and r ea l to r s ,  among others, were consulted with reference t o  
various phases of the  study, A mass of da ta  was gathered from the 
records of the  county assessors ,  Assessors and t h e i r  ass i s tan ts  were 
interviewed concerning t h e i r  assessment practices,  t h e i r  problems, 
t he i r  theories concerning assessment, and t h e i r  reactions t o  various 
t en t a t ive  propo3als, Considerable time was spent i n  investigating 
r e a l  e s t a t e  sales  with reference t o  Lhe accuracy of information ob- 
tained from the r e a l  e s t a t e  conveyance c e r t i f i c a t e s ,  information which 
had been omit-bed from ce r t a in  ce r t i f i ca t e s  , the circumstances of t he  
s a l e ,  -the snotiva-Lions of the  buyers, and t h e  d e t a i l s  of the assessment. 



The mass of information which was gathered has been compiled, 
careful ly  analyzed and f i l e d ,  I n  the  preparation of t h i s  report, 
assessment pol ic ies  and practices have been summarized upon the  basis 
of the  information available,  and findings and conclusions have been 
formulated, 

I n  the  course of the study, considerable var ia t ion  has been found 
from county t o  coun-ty i n  the  methods of assessment being used, i n  the 
exact manner of applying assessment policy i n  pract ice ,  and i n  the  
assessments t h a t  have been made under s imilar  po l ic ies ,  I n  making 
comparisons of assessments and of methods used i n  making them, there  
has been no attempt t o  determine that one county assessor was correct  
and another was incorrect ,  Instead, the  object has been t o  show t h a t  
di f ferences  do e x i s t  between counties i n  terms of comparisons of 
assessed valuations, and t h a t  such differences r e s u l t  i n  lack of 
equalization; t o  determine t h e  reasons f o r  t h e  differences ; and t o  
suggest improved methods and procedures designed t o  produce more 
uniform re su l t s .  

I n  the  conduct of t h i s  study, there has been close and continuous 
cooperation with the members of t he  s ta f f  who were conducting the 
sa les  r a t i o  study, Close a t t en t ion  was given t o  the  r e s u l t s  of the 
s a l e s  r a t i o  study, much a t t en t ion  i s  given t o  those r e s u l t s  i n  the 
report  which follows, and maw conclusions with reference t o  the 
effectiveness of various methods of assessment have been drawn from 
them, 

Harold Ballard has served a s  project  coordinator fo r  t h i s  study 
with able  ass is tance from Peter Romboch0 

December 31, 1958 	 Qyle C ,  Kyle 
Director 
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SUMMAH OF FINDINGS AND CONCLUSIONS 

Since i t s  admission t o  the  Union i n  1876, Colorado has had a property 
t a x  which has provided a p a r t  of the revenue needed f o r  the operation of  
the  S t a t e  goverment and most of the  revenue needed f o r  the operation of 
t he  governments of i t s  counties and t h e i r  p o l i t i c a l  subdivisions, During 
i t s  e n t i r e  h i s t o ry  the s t a t e  has been confronted with probPems r e l a t i n g  t o  
the  administrat ion of the property tax. From the  beginning, e f f o r t s  a t  the  
s t a t e  l e v e l  t o  achieve equaliza ' t ion of property tax assessment$ a t  f u l l  
cash value,  as required by the  S t a t e  Consti tut ion,  have f a i l e d  t o  achieve 
t h a t  goal. A s t a t e  t ax  commission of three members was created i n  1913 t o  
supervise the  assessment of proper ty  and was given broad powers t o  enforce 
the requirements of the law. The l a t e s t  at tempt,  a e ta te-di rected re -
app ra i s a l  of a l l  the r e a l  proper ty  i n  the s t a t e ,  which was undertaken i n  
1947 and made e f f ec t i ve  i n  1952, r esu l t ed  i n  considerable improvement i n  
assessments, but f a i l e d  t o  produce state-wide equal iza t ion of assessments, 

Concern f o r  the equai iza t ion of assessments has been heightened i n  
r ecen t  years  by ever-increasihg' demands f o r  revenue from the property t a x  
and by the  development of the  p r ac t i c e  of d i s t r i b u t i n g  funds derived from 
o the r  revenue sources t o  l o c a l  governments upon the bas i s  of t h e i r  assessed 
valuations.  By 2957, the  concern had become s o  g rea t  t h a t  the  Forty-First  
General Assembly, by House J o i n t  Resolution Number 31, d i rec ted  the 
Colorado Legis la t ive  Council t o  conduct a study of the  methods and procedures 
being used by the county assessors  and the s t a t e  t a x  commission i n  assess ing  
proper ty  f o r  purposes of taxat ion.  The Council was a l so  di rected t o  examine 
i n t o  the  matter  of uniformity of  property assessments wi thin  and among the  
s ix ty - th ree  counties of the s t a t e  and t o  study the  assessment s t a t u t e s  under 
which t he  county assessors  and t a x  c o d s s i o n  operate,  

k i t u r e  of Property Tax-
Basic t o  any study of proper ty  assessments i s  a recognit ion of c e r t a i n  

fundamental p r inc ip les  of the  property tax. The proper ty  t ax  i s  a t a x  upon 
property r a the r  than upon persons, It i s  based upon the  value of the 
proper ty  which i s  subject  t o  taxation.  The assessor  ass igns  t o  each 
proper ty  an assessed valuat ion which should be r e l a t i v e l y  uniform, The 
assessed valuat ion of each proper ty  should be e i t h e r  i t s  $1111market value,  
o r  a cons i s ten t  f r a c t i o n  thereof.  The amount of the  property t a x  i s  not  
based upon the  a b i l i t y  of t he  owner of property t o  pay, It i s  not  r e l a t e d  
t o  the  amount of governmental service  provided t o  e i t h e r  the  property o r  i t s  
owner* Assessed valuat ions  should not  be adjusted t o  influence the  amount 
of taxes  paid, They should merely be a bas is  of d i s t r i b u t i n g  the t a x  levy, 
whatever it may be, equi tably  over the  property sub jec t  t o  the levy. The 
t a x  i s  administered primarily by one un i t  of government, the county, f o r  the 
bene f i t  of many u n i t s  of government which l evy  property taxes--the s t a t e ,  
school d i s t r i c t s ,  municipal i t ies ,  and var ious  types  of spec ia l  d i s t r i c t s .  



Need f o r  Equalization 

Equalizat ion of property assessments i s  a primary r e q u i s i t e  of good 
proper ty  tax administrat ion.  Equalizat ion means the  assignment of a n  
assessed valuation,  t o  each property suMect  t o  the  tax, which i s  uniform 
i n  comparison with o the r  assessed valuations when compared with the 
averake market value of the  property. The purpose of equal iza t ion i s  t o  
d i s t r i b u t e  each t a x  which i s  l ev ied ,  over a l l  the  property upon which i t  
i s  levied ,  i n  proport ion t o  the  value of the  property,  so t h a t  each 
property owner w i l l  pay h i s  j u s t  share of t h e  t ax ,  no more and no l e s s .  

The problem of equa l i za t ion  i s  unavoidably state-wide i n  extent.  
This is t rue  f o r  a  number of reasons. F i r s t ,  the  S ta te  Const i tu t ion 
provides t h a t  property taxes s h a l l  be assessed under general  laws which 
s h a l l - p r e s c r i b e  methods of  assessment t o  secure assessments t h a t  a r e  j u s t  
and'equalized wi th in  the  t e r r i t o r i a l  limits of the  au thor i ty  levying the  
tax,  Second, s ince  one of the  a u t h o r i t i e s  levying a t a x  i s  the  s t a t e  
government, equal iza t ion of assessed valuat ions  upon a l l  property i n  the  
s t a t e  i s  required. Third, the  d i s t r i b u t i o n  of the major por t ion  of s t a t e  
publ ic  school funds t o .  count ies  i s  based upon the requirement t h a t  each 
county levy a t a x  of twelve mills upon i t s  assessed valuat ion i n  order  t o  
become e l i g i b l e  f o r  p a r t i c i p a t i o n  i n  the  d i s t r i b u t i o n ,  another t a x  levy 
which i s  state-wide. i n  extent .  Fourths the t e r r i t o r i a l  limits of var ious  
j u r i s d i c t i o n s  levying t axes ,  namely j o i n t  school, municipal and s p e c i a l  
d i s t r i c t s ,  overlap t o  such a n  extent  t h a t  only state-wide equa l i za t ion  
w i l l  make poss ib le  equa l i za t ion  within each j u r i s d i c t i o n .  And, f i f t h ,  
equal iza t ion among a l , l  c l a s s e s  of property can be achieved only by s t a t e -  
wide equal iza t ion of a l l  property because some c l a s s e s  of proper ty  a r e  
assessed by the  s t a t e  t a x  commission, and o the rs  are of necess i ty  
uniformly assessed state-wide under s t a t u t o r y  provis ions  o r  tax 
commission d i r e c t i v e s s  

Present  Lack of Equal iza t ion 

A one and one-half year study of comparative l e v e l s  of assessment 
and of methods and procedures of assessment used by the  county assessors  
and the  s t a t e  t a x  commission has shown t h a t ,  i n  s p i t e  of ve ry  mate r i a l  
progress achieved dur ing the  p a s t  decade, assessed valuat ions  a r e  not 
equalized e i t h e r  among o r  within counties,  A s tudy o f  a l l  r e a l  property 
s a l e s  occurring between J u l y  1, 1957, and June 30, 1958, and a comparison 
o f  s a l e s  considerat ions with the  assessed va lua t ions  of the  p roper t i e s  sold 
has shown a wide d e v i a t i o n  i n  s a l e s  r a t i o s .  

This study shows t h a t  t h e  average s a l e s  r a t i o  throughout the  s t a t e  
dur ing the  one year period was 27.9 per cen t ,  Within individual  count ies ,  
the  average r a t i o s  varied from a low of 14.1 per c e n t  i n  one county t o  a 
high of 40,9 per  cen t  i n  another county, t h e  s a l e s  r a t i o s  of  nineteen 
counties were higher than the  s t a t e  average, and the  s a l e s  r a t i o s  of 
forty-four counties were lower than the  s t a t e  average, 



Within counties,  the  devia t ion from county averages f o r  ind iv idua l  
s a l e s  . r a t i o s  ranged from 13.8 percentage po in t s  below the  county average 
t o  29.0 percentage po in t s  above. 

S ign i f i can t  lack of equa l i za t ion  among var ious  c lasses  of property 
a l s o  was shown. Following a r e  the s t a t e  average s a l e s  r a t i o s  f o r  the  
c l a s s e s  of property which were subjected t o  separa te  study: 

Urban one-f amily dwellings .......... 28.I$ 

Urban multi-family dwellings ........ 31.3 

Urban commercial buildings .......... 32.0 

Urban i n d u s t r i a l  buildings.,  ......... 37.1 

Vacant urban land .,...........,..... 21.4 

Agficultural  land having improvements 29.5 
Agr icu l tu ra l  land having no 

improvements .................. 20,2 

Miscellaneous M a 1  land having 

improvements .................. 25,6 

Miscellaneous r u r a l  land having no 

improvements ...oo,.......,..., 16,7 

The average r a t i o  f o r  a l l  urban property was 29,5 pe r  cent  and the average 
r a t i o  f o r  a l l  r u r a l  property was 24.3 per  cent. 

Var ia t ion  among average r a t i o s  was found wi th in  these  major class-
i f i c a t i o n s  of property. For ins tance ,  wi th in  the  c l a s s  of urban one-family 
dwell ings s t a t e  average r a t i o s  according t o  d a t e  of const ruct ion were as 

Houses b u i l t  i n  the  1950% ........... 31.8% 

Houses b u i l t  i n  the  1940' s ........... 29.1 

Houses b u i l t  i n  the  1930% ........... 27.0 

Houses b u i l t  i n  t h e  1910's and 1920's 24,6 

Houses built p r i o r  t o  1910 ........... 22.0 


Methods of Assessments Prescribed by Law and by Tax Commission 

Methods of assessment p resen t ly  prescribed by law and by the s t a t e  
t a x  commission have been s tudied t o  determine whether such methods a r e  
des igned ' to  produce equalized assessments wi th in  and among c lasses  of 
property. Methods were s tudied separa te ly  f o r  a l l  major c lasses  of 
property,  namely, a g r i c u l t u r a l  land,  e x t r a c t i v e  land,  s i t u s  land, improve- 
ments o n - l a n d ,  l ives tock,  merchandise and manufactures, a l l  o ther  personal  
property,  and public u t i l i t y  property. 

For the  assessment of  property i n  general  the  tax commission has 
prescr ibed t h a t  assessments s h a l l  be made a t  the  l e v e l  of value e x i s t i n g  
i n  the  year  1941. 

:: fol lows 
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For the assessment of a g r i c u l t u r a l  land the t a x  commission has 
prescribed a method 'of appra is ing such land according to  i t s  c a p a b i l i t y  
of producing income, 

For the  assessment d f  ex t rac t ive  land no uniform method of assess-
ment has been prescribed,  Certain types of  producing mines a r e  t o  be 
assessed according t o  a s t a t u t o r y  formula based upon the production of 
the  year preceding the  assessment. h n d s  producing o i l  and gas a r e  
assessed according t o  a production fonrmla prescribed by the tax 
commission. The assessment of o the r  e x t e c t i v e  lands i s  l e f t  to  the 
d i s c r e t i o n  of the assessor.  There has been no provis ions  i n  tax commission 
pol icy ,  f o r  adjustment of assessed valuat ions  of ex t rac t ive  lands t o  a 4941 
l e v e l  of cost ,  

For the  assessment of s i t u s  land, (which de r ives  i t s  value from i t s  
use  a s . t h e  s i t e  f o r  non-agricultural  and non-extractive type bui ld ings  and 
a c t i v i t i e s )  the t a x  commission has prescribed t h a t  assessments s h a l l  be 
made a t  f o r t y  per cent  of  average current  market value, Assessment a t  
f o r t y  per cent of arerage current  market value i s  deemed t o  represent  an 
adjustment t o  the  1941 level of  value f o r  t h i s  c l a s s  of property. 

For the  assessment o rovements, p r imar i ly  buildings,  the  tax 
d o m i s s i o n  has  publ?shed ssessorst Real E s t a t e  Appraisal Manual 
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which includes a detailed aethod of a p p m m n g  imprme&nt$ by cclassify-
ing  buildings and determining according t o  t h e  c l a s s i f i c a t i o n  a 
reproduction cos t  of buildings using c o s t s  of const ruct ion e x i s t i n g  i n  
the  year  1941. This manual, with the passage of time, bas become obsole te ,  
It contains no provis ion f o r  appra i sa l  of newer typesvof  buildings I * 

constructed with new types of mater ia ls  and with new methods of construction,  
I ts  use does not  assessed valuat ions  which are equalized,  wi th  
reference  t o  current  values,  a s  i s  adequately demonstrated by the s a l e s  
r a t i o  study. 

For the  assessment of l ives tock ,  the tax commission annually 
a schedule of recommended minimum average va lua t ions  pe r  head t o  be used by 
the  assessors  i n  assess ing  var ious  c lasses  of l ives tock.  It i s  intended 
t h a t  use of these recommendations w i l l  r e s u l t  i n  assessed valuat ions  upon 
l ives tock  which a r e  equalized with valuat ions  upon other  c l a s s e s  of 
The problem of assess ing above o r  below the  recommended minimum average 
valuat ions  according t o  the  q u a l i t y  of l ives tock  i s  l e f t  t o  the  d i s c r e t i o n  
of the individual  a s sessors ,  

For the assessment of merchandise and manufactures, the  l a w  provides 
t h a t  the measure of value s h a l l  be the average amount of moneys and c r e d i t s  
inves ted  i n  merchandise and manufactures during the  year  of  the  assess-  
ment, Since -a measure obviously cannot be used, the  t a x  commission 
has prescribed t h a t  the measure of value s h a l l  be the  average amount 
invested during the  year preceding the assessment, and t h a t  the assessment 



s h a l l  be f i f t y  per  cent  of such average value. It has f u r t h e r  prescribed 
t h a t  the determination of the average amount invested s h a l l  be based 
upon a t  l e a s t  two inventories.  

For the  assessment of personal  propertx, o the r  than l ives tock and 
merchandise and manufactures, the  tax commission has prescribed the  
genera l  po l i cy  t h a t  such proper ty  s h a l l  be assessed a t  f o r t y  per cent  
of cos t  t o  the owner, r egard less  of age o r  condition. Variat ions from 
this general  pol icy  have been prescribed f o r  p a r t i c u l a r  ca tegor ies  of  
personal  property. 

For the  assessment of publ ic  u t i l i t y  property, which includes the 
proper ty  of c e r t a i n  types of corporat ions a s  s p e c i f i c a l l y  enumerated by 
law, such a s  r a i l r o a d s ,  e l e c t r i c  power companies, telephone and 
te legraph companies, pipe l i n e  companies, etc. ,  the tax commission 
i t s e l f  i s  assigned by law t h e  duty of making such assessments. It has  
adopted the  po l i cy  of determining a value of the  e n t i r e  property of 
each corporat ion by considering the f a c t o r s  of bop& value of the  
physica l  p lan t ,  average market value of s tocks and bonds, and cap i t a l i za -  
t i o n  of average net  income f o r  a f i v e  year period, 

A por t ion  of the  value which has been determined i s  a l located  t o  
Colorado f o r  the property of i n t e r s t a t e  corporat ions s i t u a t e d  i n  Colo-
rado. An assessment i s  made a t  f o r t y  per cent  of the  a l loca ted  value,  
and t h i s  assessment i s  d i s t r i b u t e d  t o  the  counties and t h e i r  p o l i t i c a l  
subdivisions according t o  miles of main trace f o r  r a i l r o a d s ,  miles of 
wire  f o r  telephone and te legraph companies, l o c a t i o n  of proper ty  f o r  
e l e c t r i c  companies, and va r ious  o ther  means f o r  o the r  t y p e s  of corpora- 
t ions .  

Actual  Assessment Pract ices  

A c a r e f u l  study has been made of the a c t u a l  p r a c t i c e s  of each of 
the  s ix ty- three  county assessors  by v i s i t i n g  t h e i r  o f f i c e s ,  examining 
t h e i r  records,  and discussing wi th  them t h e i r  methods of assess ing 
va r ious  c lasses  of property. I n  gene*l, i t  has  been found t h a t  there  
i s  no uniformity of p r a c t i c e  among assessors  and t h a t  the re  i s  a 
genera l  l ack  of exact  compliance with the methods of  assessment pre- 
scr ibed by law and by the  t a x  commission. 

Agr icu l tu ra l  lands. The re-appraisa l  of a g r i c u l t u r a l  lands under 
the methods prescribed by the  t a x  commission has n o t  been completely 
accomplished. I n  a t  l e a s t  seven count ies  no such re-appraisa l  has been 
completed. I n  o ther  count ies  re-appia isa l  has  been accomplished i n  
varying degrees, 

Local advisory-committees were used very  e f f e c t i v e l y  i n  some 
count ies ,  i n e f f e c t i v e l y  in others ,  and not a t  a l l  i n  s t i l l  others. 
C l a s s i f i c a t i o n  of lands according t o  production c a p a b i l i t y  was ve ry  
e f f e c t i v e l y  accomplished i n  some counties and in some the re  was no 
c l a s s i f i c a t i o n  a t  a l l ,  uniform valuat ions  pe r  a c r e  being used 
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county-wide. The problem of obtaining s u f f i c i e n t l y  accurate da ta  
concerning average y i e l d s  per  a c r e  of var ious  crops, gross income 
derived from such crops, and n e t  income rea l i zed  was very great  i n  
a l l  counties,  and undoubtedly the  v a l i d i t y  of the  assessed valua- 
t i o n s  determined from such da ta  varied considerably from county to 
county, 

A s  judged by s a l e s  r a t i o s ,  there i s  considerable lack of 
equal iza t ion of va lua t idns  of  a g r i c u l t u r a l  land from county to  county. 
The average county s a l e s  r a t i o s  f o r  a g r i c u l t u r a l  land var ied  from a 
low of 11.5 per cent  i n  one county t o  a high of 44.7 per cen t  i n  
another. The s t a t e  average r a t i o  f o r  the c l a s s  was 24.2 per cent.  
I n  general,  r a t i o s  f o r  i r r i g a t e d  lands were higher  than f o r  dry lands. 

A comparison of assessed valuat ions  of a g r i c u l t u r a l  lands a t  
county l i n e s  a l s o  showed a l ack  of equal iza t ion among counties, In 
no case were valuat ions  comparable on both s i d e s  of a county l i n e ,  
and i n  many cases the di f fe rence  was considerable, 

&t rac t ive  lands,  Extrac t ive  lands were not subjected t o  re -  
appra i sa l ,  Assessments of producing mines are made i n  accordance 
wi th  the  method prescribed by s t a t u t e ,  However, the re  i s  some 
v a r i a t i o n  i n  i n t e r p r e t a t i o n  of the  s t a t u t e  by assessors  with r e f e r -  
ence to  such matters  a s  the  exact  accounting methods which should 
be used i n  determining "gross proceedst1 and %et proceeds" f o r  the  
purpose of determining an  assessed valuat ion,  the  po l i cy  concerning 
inclus ion of land wi th in  the  u n i t  assessed aocording t o  production, 
the manner of d iv id ing  a u n i t  assessment according t o  production 
among counties when the  production u n i t  l i e s  i n  more than one county, 
and the  determination of  which types of mines may be assessed accord- 
i n g  t o  production, 

Lands producing o i l  and gas a r e  assessed uniformly according to  
the method prescribed by the t a x  commission. & t r a c t i v e  lands which 
a r e  not assessed according t o  production a r e  assessed a t  the  d i s -  
c r e t i o n  of the ind iv idua l  assessors ,  and, a s  a r e s u l t ,  there  is  much 
lack of uniformity i n  t h e i r  assessments. The valuat ions  used vary 
considerably from county to  county; typ ica l ly ,  a unifo m  valuat ion 
pe r  a c r e  i s  used wi th in  each county without regard f o r  v a r i a t i o n s  i n  
the  a c t u a l  value of the  land3 l i t t l e  a t t e n t i o n  i s  paid t o  such indica-  
t i o n s  o f  market o r  o ther  value a s  may be ava i l ab le ;  and such valuat ions  
a r e  not equalized with those on other c l a s s e s  of property. 

In the assessment of severed mineral r i g h t s ,  some assessors  a ssess  
a l l  such r i g h t s  a t  a minimum va lua t ion  of one d o l l a r  pe r  acre ,  o the r s  
a ssess  them only upon the  reques t  of t h e i r  owners, and o the rs  do not  
a ssess  themo 



S i t u s  lands,  The s i t u a t i o n  with reference t o  the  re-appraisa l  of 
s i t u s  lands  i s  very s imi la r  t o  t h a t  of a g r i c u l t u r a l  lands,  I n  some 
count ies  i t  was done i n  s t r i c t  compliance with methods res scribed by 
the  t a x  comnission. I n  o t h e r s ,  i t  was not done a t  a l l .  I n  most counties 
the assessments have not been adjusted to maintain them a t  f o r t y  pe r  cent  
of cu r ren t  market value. The s a l e s  r a t i o  study shows t h a t  the s t a t e x  
average r a t i o s  f o r  this c l a s s  of land i s  21.4 p e r  cent  f o r  urban land 
and 16.7 pe r  cent f o r  r u r a l  land. Ratios of ind iv idua l  counties v a r y  
from a low of 15.3 per cent  to a high of 66.7 p e r  cent  f o r  urban land, 
and from a low of 6.8 per  c e n t  t o  a high of 60.6 p e r  cent  f o r  r u r a l  land. 

A p a r t i c u l a r l y  d i f f i c u l t  problem with reference  t o  the assessment 
of s i t u s  land r e l a t e s  t o  the  assessment of land which has been converted 
from agr icu l$ura l  use t o  a s i t u s  use, such a s  a new r e s i d e n t i a l  sub- 
d iv i s ion ,  a comerc ia1  o~t;iedusrt%ial-ieite. The p r a c t i c e  of assessors  
i n  making t h i s  type of assessment i s  not  uniform, 

Improvements. Assessors a r e  no t  uniformly applying the method of 
a p p r a i s a l  of improvements s e t  f o r t h  i n  the Assessors9 -h a 1  Esta te  
Appraisal  &nuale C l a s s i f i c a t i o n  of buildings v a r i e s  considerably from 
county t o  county, Many adjustments out l ined i n  t h e  manual t o  compensate 
f o r  v a r i a t i o n s  a r e  not used by some assessors.  Some assessors  have 
adopted v a r i a t i o n s  of t h e  manual f o r  use i n  t h e i r  counties,  The 
p o l i c i e s  of the  t a x  commission with reference t o  allowance f o r  l o s s e s  
of va lue  because of deprec ia t ion  o r  ~ ~ b s o l e s ~ b n c e  a r e  no t  uniformly 
appl ied ,  

The s a l e s  r a t i o  study shows t h a t  the s take  average r a t i o  f o r  
urban r e s i d e n t i a l  improvements, including land, i s  28.1 per cent.  Ratios 
of ind iv idua l  counties v a r y  from a low of 15,8 p e r  cen t  t o  a high of 49,l 
per  cent ,  Similar v a r i a t i o n s  i n  average county r a t i o s  f o r  commercial and 
i n d u s t r i a l  improvements a r e  shown, wi th  the s t a t e  average r a t i o s  being 
32.0 pe r  cent  f o r  commercial improvements and 37.1 p e r  cen t  f o r  i n d u s t r i a l  
improvements, 

Livestock. I n  the assessment of l ives tock,  the  assessors  tend t o  
a s s e s s  a l l  l ives tock  uniformly a t  t h e  minimum average valuat ions  recommend- 
ed by the tax commission. This r e s u l t s  i n  a l a c k  of equal iza t ion of 
assessments wi th in  the  c l a s s  of l ives tock  because of the  f a c t  t h a t  
v a r i a t i o n s  i n  q u a l i t y  of l ives tock  a r e  ignored, and v a r i a t i o n s  i n  c o s t  of 
marketing l ives tock  from d i f f e r e n t  p a r t s  of the  s t a t e  a r e  a l s o  ignorede 

Merchandise and Manufactures. In a l l  count ies  except one, a s sessors  
a r e  assess ing  stocks of merchandise and manufactures a t  not  l e s s  than 
f i f t y  p e r  c e n t  of the average invested i n  such merchandise and manufactures 
dur ing the  year  preceding t h e  assessment. There i s  considerable v a r i a t i o n  
i n  p r a c t i c e  i n  the  determination of t h e  average invested, In one county, 
t h e  a s s e s s o r  attempts t o  determine t h e  amount invested a t  the end of each 
month of  the  preceding year,  by c a l c u l a t i o n  where necessary, and t o  base 
the  assessment upon the  average of t h e  twelve inventories.  I n  many other  



counties,  the  assessors  base the  assessment upon the  average of twelve 
monthly inventor ies  when twelve a r e  returned t o  them, and upon the  average 
of only two inventories when only two a r e  returned, I n  some cases,  when 
only two inventor ies  a r e  returned,  the assessment i s  made a t  s ix ty-f ive  
p e r  cent  of the  average of the two inventories. I n  o ther  counties,  the 
assessment i s  based upon f i f t y  per cant of the average of no more than 
two inventor iesp  even when more inventories a r e  returned. 

Other Personal Property. I n  the  assessment of personal  property, 
o ther  than l lvestohk and merchandise and manufactures, there  i s  l e s s  
uniformity i n  practice than with any other  c l a s s  of property. Some 
assessments a r e  made a t  f o r t y  per cent of cost  t o  the  owner, without 
allowance f o r  age o r  condition. Others a r e  made a t  e ighty  per cent  of the  
depreciated book value a s  reported by the owner of  the property. I n  other  
cases,  the cost  of the property i s  converted t o  a 1941 level of cos t  and 
allowance i s  made therefrom f o r  the age of the  property. I n  o ther  cases,  
a l i f e  schedule assessment i s  used, a pa r t i cu l a r  item of property being 
assessed year  a f t e r  year  a t  a given valuation without considerat ion of 
co s t ,  age o r  condition. These va r i a t i ons  i n  p r ac t i c e  a r e  found within 
each county as wel l  a s  among counties, 

Analysis of Faul ts  of Assessment Administration 

Assessment Methods* Methods of assessment cur ren t ly  prescribed by 
law, which a r e  few, and by the  Colorado t a x  commission a r e  i n  themselves 
p a r t i a l l y  responsible f o r  lack of equal iza t ion of assessed valuations, 
If the.se methods were s t r i c t l y  complied with and e f f i c i e n t l y  employed, 
equal iza t ion would s t i l l  not be achieved. 

The policy t h a t  assessments a re  t o  be made a t  the  1941 l e v e l  of 
value  is a basic cause of lack of equalizat ion.  This pol icy  was promul- 
gated with the  adoption of the  reappra i sa l  program of 1947 t o  1952, The 
Const i tu t ional  and s t a t u t o r y  standard of assessment i s  f u l l  cash value. 
The %ax 3bmmission,decided, i n  1952, t h a t  t he  1 9 4 1 l e v e l  of value repre-
sented f u l l  cash value because 1941 was the last year i n  which a normal 
l e v e l  of value exis ted ,  The i n f l a t i o n  of value  which had occurred sub- 
sequent t o  t h a t  year was considered t o  be abnormal and temporary. It 
was f e l t  t h a t  adoption o f  a standard of assessment based on 1941 value 
would provide a constant  base which could be adhered t o  i n  s p i t e  of annual 
f luc tua t ions  i n  value and which would provide constant  equal iza t ion of 
assessments, 

However, regardless  of what i n t e rp r e t a t i on  i s  given t o  the term " f u l l  
cash valueN,  the only t e s t  t h a t  can be applied t o  determine the  degree of 
equal iza t ion is  a comparison wi th  current  average market value. Assessed 
valuat ions ,  t o  be equalized, must be e i t h e r  a t  f u l l  current  average market 
value o r  a t  some cons i s ten t  por t ion of it. For a number of reasons, 
assessed valuations based upon the  value of a constant  base year cannot 
be equalized with reference t o  current  values, 



The r a t e  of i n f l a t i o n  o r  d e f l a t i o n  of value t h a t  occurs i s  not t h e  
same f o r  a l l  c l a sses  of property, It i s  not even the  same wi th in  a given 
c l a s s  of property. With the  passage of time, it becomes increas ingly  
d i f f i c u l t  t o  determine what was t h e  value e x i s t i n g  i n  the base year. 

The method of appra i sa l  which was developed f o r  a g r i c u l t u r a l  land does 
no t  produce assessed va lua t ions  which are  equalized with reference t o  current  
value.  A t  the time of r eappra i sa l ,  it was d i f f i c u l t  t o  determine with any 
degree of c e r t a i n t y  the  average n e t  income o f  land dur ing the base period of  
1934 t o  1g4-3, inclusive.  Such determination i s  becoming increasingly 
d i f f i c u l t. Furthennore, the rela t ionship between values  determined by c a p i t a l -

.k i z a t i o n  of net  income f o r  t h a t  period and those which might be determined by 
, ' 	 c a p i t a l i z a t i o n  of ne t  income f o r  a l a t e r  period is  not  necessar i ly  t h e  same 

i n  a l l  a reas  of the  s t a t e  because of changes i n  the product iv i ty  of the  land,  
i n  methods of c u l t i v a t i o n ,  and i n  cos t s  of operation. 

The methods of assessment of ex t rac t ive  l ands  a r e  not  even t i e d  t o  the 
1941 base year. For producing mines, the s t a t u t o r y  formula f o r  assessment 
i s  used without any adjustment t o  what might have been a 1941 l e v e l  of value. 
Annual f l u c t u a t i o n s  i n  value  a r e  automatical ly r e f l e c t e d  by the  changing 
market va lues  of the product and c o s t s  of production which en te r  i n t o  t h e  
determination of the  valuat ion,  The same i s  true o f  the method used i n  
assess ing land which produces o i l  and gas. Non-productive lands a re ,  i n  
general ,  assessed a t  the  same va lua t ion  year i n  and year out. No adjustment 
was made i n  these  assessed va lua t ions  with re-appraisa l .  They tend t o  be 
h igher  than present  market value. 

The assessment of s i t u s  lands a t  f o r t y  per  cent  of market value,  i f  
a c t u a l l y  done, would cause these  lands  t o  be assessed a t  a higher l e v e l  
than o the rs ,  judging by the  s a l e s  r a t i o  study, 

The 1941 bas i s  of a s sess ing  buildings i s  breaking down with time. It 
is  impossible t o  determine a base-year value f o r  types of buildings which 
did  not e x i s t  i n  the  base years  b u i l t  p a r t l y  of mate r i a l s  which had not  
been developed i n  the base year and with methods of construction t h a t  had ,/
not  been conceived i n  t h e  base year. The r a t e s  of deprecia t ion which have 
been adopted do not r e f l e c t  t r u l y  t h e  l o s s  of value which occurs wi th  age. 
The basis f o r  c l a s s i f i c a t i o n  of buildings seems t o  lack de f in i t iveness  s o  
t h a t  even experienced appra i se r s  do n o t - c l a s s i f y  buildings wi th  any degree 
of uniformity. 

The prescribed po l i cy  f o r  the  assessment of l ives tock  tends t o  
encourage a fa lse  equa l i za t ion  of valuat ions  with every head o f  a given 
c l a s s  of l ives tock  being assessed a t  a uniform v a l u a t i o n  without v a r i a t i o n  
f o r  d i f fe rences  i n  qua l i ty .  The prescribed method o f  assess ing merchandise 
does not r e s u l t  i n  the determination of a t r u e  average of the  amount of 
investment i n  merchandisep and the  f i f t y  per  cent  bas i s  of assessment i s  
high i n  comparison with the  percentage of  market value assessed on o the r  
c l a s s e s  of property. The use of a l t e r n a t e  methods of  a s sess ing  on o the r  
c l a s s e s  of personal  proper ty  i s  incons i s t en t ,  and the  more commonly used 
method of assess ing a t  f o r t y  p e r  cen t  of cos t  without allowance f o r  age o r  
condi t ion  c e r t a i n l y  does not  produce equalized assessments. 



Insofar  a s  the book value of physical  p l a n t  i s  used a s  one of t h e  
f a c t o r s  i n  determining the  value of public u t i l i t y  property,  equal iza t ion 
with reference  t o  cur ren t  value i s  not achieved. Furthermore, it i s  
quest ionable whether the  equal iza t ion f a c t o r  of f o r t y  per cent  used f o r  
t h i s  c l a s s  of property r e s u l t s  in equal iza t ion with o ther  c lasses  of 
property, It is quest ionable whether the present  methods o f  d i s t r i b u t i n g  
assessed valuat ions  of publ ic  u t i l i t i e s  t o  count ies  r e s u l t s  i n  equaliza- 
t i o n  wi th in  each county, 

Organizational ,Faults.  The lack of uniformity i n  the app l i ca t ion  of 
the  prescribed methods of ass,essment, which has  a l ready been explained i n  
some d e t a i l ,  f u r t h e r  d e t r a c t s  from the achievement of equalized assessments. Y 

What a r e  the  reasons for this lack  of uniformity? -
The r e s p o n s i b i l i t y  i n  each county f o r  the assessment of property r e s t s  

wi th  the county assessor ,  The county assessors  a r e  not uniformly wel l  
q u a l i f i e d  t o  perform the  d u t i e s  required of them. The job of assessment 
has  become a highly t e c h n i c a l  one. The e l e c t i o n  of assessors  from among 
candidates who are required only t o  be q u a l i f i e d  v o t e r s  and t o  be r e s i d e n t s  
of the  county f o r  one year does not assure the  s e l e c t i o n  of q u a l i f i e d  
assessors ,  The low s a l a r i e s  paid do not  a t t r a c t  and hold well-qualif ied 
people, There i s  inadequate provision f o r  t r a i n i n g  those who a r e  elected.  

The e l e c t i o n  of the county assessor r e s u l t s  i n  h i s  being subjected t o  
p o l i t i c a l  pressures which may d e t r a c t  from h i s  e f f e c t i v e  enforcement of 
equalizat ion.  The need t o  seek re-e lec t ion p e r i o d i c a l l y  i n t e r f e r e s  with 
the  performance of duty, KBlection a l s o  i s  responsible f o r  the a t t i t u d e  
on the  p a r t  of a s sessors  t h a t  they are  responsible  pr imar i ly  t o  the people 
who e l e c t  them, with the  r e s u l t  t h a t  some assessors  t end  t o  administer  
t h e i r  o f f i ces  i n  such a manner a s  t o  give t h e i r  own const i tuents  an 
advantage over those of o the r  counties. Therefore, competitive under- 
va lua t ion  among count ies  r e s u l t s .  

Inadequate budgets provided t o  county assessors  hardicap them i n  
t h e i r  e f f o r t s  to  make good assessments. They a r e  unable t o  h i r e  s u f f i c i e n t  
help i n  many cases. The low wages paid t o  t h e i r  employees makes it d i f f i c u l t  
f o r  them t o  h i r e  well-qualif ied people. Many do not have adequate equipment 
t o  operate t h e i r  o f f i c e s  e f f i c i e n t l y .  

Enforcement of assessment laws and p o l i c i e s  by the  Colorado tax 
commission i s  i n d f i c i e n t l y  e f fec t ive ,  The a o d s s i o n ,  because of inade-
qua te  Q-ations, is  understaffed f o r  the  t a sk  of providing adequate 
i n s t r u c t i o n  and supervision of the  assessment process. It i s  impossible 
f o r  i t  t o  inspect  the  work of  the assessors  thoroughly enough t o  be able 
t o  enforce equalizat ion.  Such s t a f f  a s  it has i s  i n s u f f i c i e n t l y  q u a l i f i e d  
f o r  the requirements of e f f e c t i v e  administration. 

x i i i  
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Understaffing makes it impossible f o r  t h e  t a x  commission t o  conduct 
the  research which i s  necessary f o r  the development of methods of assess-
ment designed t o  produce equalized assessments, f o r  thorough assessment 
of pub l i c  u t i l i t i e s ,  and f o r  e f f e c t i v e  evaluat ion of assessment r e s u l t s .  

The conrmission type of organizat ion does not lend i t s e l f  t o  e f f e c t i v e  
administrat ion.  It i s  indecis ive ,  unaggressive and i n e f f i c i e n t .  The 

, 	combination i n  the same body of the separate funct ions  of d i r e c t  assess-  
ment of public u t i l i t i e s  and supervision of l o c a l  assessments, which a r e  
adminis t ra t ive  i n  nature ,  and of equal iza t ion,  which i s  quas i - judic ia l  
i n  nature,  i s  nat  conducive t o  good government. The performance of both 
types of funct ions  d e t r a c t s  from e f f e c t i v e  performance of e i the r .  F'urther, 
it r e s u l t s  i n  the s i t u a t i o n  t h a t  the t a x  commission sits i n  judgment on 
its own ac t ions  when, i n  performing t h e  equa l i za t ion  function,  it compares 
i t s  own assessments of publ ic  u t i l i t i e s  with assessments made by t h e  
county assessors ,  

The c i v i l  service  s t a t u s  o f  the  c o d s s i o n e r s  r e s u l t s  i n  lack of 
r e s p o n s i b i l i t y  t o  the  executive au thor i ty  , the  Genera$ Assembly, o r  the  
taxpaying publ ic ,  

The county and s t a t e  boards of equal iza t ion a r e  i n e f f e c t i v e  bodies 
f o r  the accomplishment of the purpose f o r  which they were intended, 
Since these  a r e  ex o f f i c i o  bodies, the members of such boards devote 
l i t t l e  a t t e n t i o n  t o  them, The county boards a r e  almost completely 
i n e f f e c t i v e ,  and the s t a t e  board i s  l i t t l e  be t ter .  While taking 
p r a c t i c a l l y  no pos i t ive  a c t i o n  i n  the  d i r e c t i o n  of eggal iza t ion,  the 
boards tend t o  obs t ruct  the e f f o r t s  o f  the assessors  and t a x  commission 
t o  accomplish equalizat ion.  

Findings and Conclusions. 

I n  order t o  provide an organizat ion which can e f f e c t i v e l y  perform 
the  funct ions  of assessment of property and equa l i za t ion  of such assess-  
ments, us ing methods of assessment which a r e  designed t o  and w i l l  r e s u l t  
i n  equalized assessments, numerous changes need t o  be made, 

A t  t h e  s t a t e  l e v e l ,  a separa t ion of the adminis t ra t ive  funct ion of 
assessment and assessment supervis ion from the  quas i - jud ic ia l  funct ion 
of equa l i za t ion  and appeals should be accomplished by the c rea t ion  of a  
department of property t axa t ion  separa te  from the  t a x  commission. This 
department should be headed by a d i r e c t o r  of proper ty  assessment 
appointed by the governor and p re fe rab ly  exempt from c i v i l  service.  ' h e  
d i r e c t o r  should have the author i ty ,  subject  t o  the approval of the governor 
and t h e  a v a i l a b i l i t y  of appropr ia t ions  ,.. to organize the d epartment, t o 
c r e a t e  o r  abolish pos i t ions  wi th in  the$epartment, and p resc r ibe  the  
d u t i e s  of and q u a l i f i c a t i o n s  f o r  such posi t ions ,  

xiv 



He should have the  d u t i e s  and possess the power and au thor i ty  t o  
a s s e s s  the property of pub l i c  u t i l i t y  corporat ions,  s e t t i n g  up a 
specia l ized s t a f f  f o r  this purpose. He should have a research staff t o  
which should be assigned the duty of conducting research necessary t o  
develop methods of assessment designed to produce equalized assessments, 
t o  provide information and ins t ruc t ions  t o  assessors  as needed, and t o  
e f f e c t i v e l y  evaluate assessment r e s u l t s .  He should have both a specia l -
i @ d  and general f i e l d  staff f o r  the supervision of assessors ,  the 
inspect ion of t h e i r  work, and the enforcement of law and the po l i cy  of 
t h e  department. He should have au thor i ty  t o  presc r ibe  methods of assess-
ment consis tent  with the  p r o v i s h ~ n s  of law and t o  enforce the use of such 
methods, 

He should be authorized and required t o  organize and conduct an 
annual school of i n s t r u c t i o n  f o r  assessment personnel a t  both an 
elementary and advanced level .  He should be authorized t o  arrange wi th  
any i n s t i t u t i o n  of higher education of the  s t a t e  f o r  a ss i s t ance  i n  t h e  
opera t ion of such school. He should be required  t o  publ ish  and rev i se  
annually a complete manual of ins t ruc t ions  t o  county asaessors.  

He should be made responsible f o r  the adminis t ra t ion  o f  the  Realty 
Recording Act and the conducting of a continuous s a l e s  r a t i o  study, 
which should be continued a s  a means of evaluat ing assessment r e s u l t s  
and developing improved methods of assessment. 

A s t a t e  assessment advisory board, cons i s t ing  of the three t a x  
commissioners, six county assessors  and four l e g i s l a t o r s ,  should be 
crea ted  t o  advise the  d i r e c t o r  of property assessment on mat ters  of 
assessment pol icy .  

The t a x  coarmission should be re ta ined  t o  perform the func t ion  
of equal iza t ion a t  the  s t a t e  level .  It should have the  a u t h o r i t y  t o  
r a i s e  o r  lower the  assessed valuat ions  of ind iv idua l  p roper t i e s ,  of 
c l a s s e s  of property, o r  of a l l  the  property i n  a county. A l l  ac t ions  
of  county boards of equa l i za t ion  o r  county boards of review should be 
subject  t o  approval by the  t a x  c o d s s i o n .  It should hear appeals 
from taxpayers concerning the assessments on t h e i r  property, and tax- 
payers should have the  r i g h t  of appeal from l o c a l  a u t h o r i t i e s  i n  a l l  
cases, It should hear appeals from county assessors  from t h e  orders of 
the  d i r e c t o r  of proper ty  assessment. It should hear appeals by taxpayers, 
county assessors  o r  county conrmissioners wi th  reference  t o  the  assessment 
of  public u t i l i t y  proper ty  by the d i r e c t o r  of property assessment. It 
should continue t o  a c t  upon p e t i t i o n s  f o r  abatement o r  refund of taxes. 
It should have no a u t h o r i t y  to  grant  increases  of levy above s t a t u t o r y  
l i m i t a t i o n s ,  but such increases  should be made only upon the vote of 
taxpayers who would be subject  t o  such increased levies ,  



Mobile homes should be exempted from the personal proper ty  tax and 
should be taxed on the basis of specific ownership in all cases, with 
adequate provisions for  enforcement. 

More definite provision f o r  not i f i ca t ion  of assessment t o  the tax-
payer and for e x e q i s e  o f  the r i g h t  of objection by the taxpaer should 
be made. 

! Assessments Should be required to be made and equalized as near t o  

-1 full average current nmrket value as i s  administratively possible, 

A general revision of assessment law should be urdertaken to  repeal 
obsolete provisions, reconcile  conflicting provisions, clarify ambiguous 
provisions, obtain a l o g i c a l  arrangement, and incorporate such reforms 
as are deemed necessary* 
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The t a x  commissioners should be exempted from c i v i l  service  s t a t u s .  
They should be responsible to  the governor f o r  s a t i s f a c t o r y  performance 
of t h e i r  assigned functions. Provisions should be adopted by law f o r  
enforcement of pena l t i e s  upon both the  t ax  colmnission and the  d i r e c t o r  
of proper ty  assessment f o r  f a i l u r e  t o  enforce assessment laws, and f o r  
the  of removal f o r  incompetence and neglect  o r  r e f u s a l  t o  perform 
t h e i r  du t i e s ,  

Both the  county boards of equal iza t ion and the s t a t e  board of 
equa l i za t ion  should be abolished by c o n s t i t u t i o n a l  amendment, I n  p lace  
of the  county board of equal iza t ion there  should be created  a county 
board of review composed of f i v e  members who a r e  represen ta t ive  of tax-
payer i n t e r e s t s  and who a re  se lec ted  'ky representa t ives  of the  va r ious  
u n i t s  of government levying taxes  wi th in  a county. This board of review 
should hear a l l  appeals of taxpayers object ing t o  assessments upon t h e i r  
proper ty  and should equalize the  assessments i n  the county, subject  t o  the  
approval of the d i r e c t o r  of p roper ty  assessment and the t a x  commission, 
It should a l s o  a c t  i n  anadvisory capacity t o  t h e  county assessor  i n  
mat ters  of l o c a l  assessment policy.  

It should be provided by law t h a t  no person s h a l l  be e l i g i b l e  t o  be 
e l e c t e d  a s  county assessor  who has not  been examined and c e r t i f i e d  as 
e l i g i b l e  f o r  e l e c t i o n  by the  d i r e c t o r  of t a x  assessment. A proposal f o r  
amendment of the S ta te  Const i tu t ion should be submitted t o  the e l e c t o r a t e  
providing f o r  the appointment of county assessors  by county conference 
boards composed of r epresen ta t ives  of a l l  u n i t s  of government levying a 
t a x  wi th in  each county, except the  S ta te ,  from among candidates who have 
been examined and c e r t i f i e d  a s  e l i g i b l e *  Such assessors  should be 
appointed f o r  an i n d e f i n i t e  term, sub jec t  t o  removal by the  appointing 
a u t h o r i t y  a t  any t h e  f o r  cause a s  provided f o r  by law, 

Adequate appropriat ions should be made by the  General Assembly t o  
the  department of property t a x a t i o n  and adequate budgets should be 
approved by county commissioners f o r  the  county assessors  t o  permit them 
t o  perform adequately the  d u t i e s  which a r e  assigned t o  them. The s a l a r y  
s c a l e s  of the  t a x  commissioners, d i r e c t o r  o f  proper ty  assessment, t h e i r  
employees, the  county assessors  and t h e i r  employees should be re-evaluated 
i n  l i g h t  of t h e  need t o  a t t r a c t  and hold competent people. The Constitu- 
t i o n  should be amended t o  permit  the  s a l a r i e s  of county assessors  t o  be 
increased o r  decreased a t  a n y t i m e  and t o  permit the  General Assembly t o  
consider any pe r t inen t  information i n  c l a s s i f y i n g  count ies  f o r  the  purpose 
of s e t t i n g  sca les  of s a l a r i e s  f o r  county assessors ,  a s  w e l l  a s  o the r  
county o f f i c e r s .  

Land should be c l a s s i f i e d  f o r  purposes of assessment a s  a g r i c u l t u r a l ,  
e x t r a c t i v e  o r  situs according t o  its use,  a s  previously  defined,  Agricul-
t u r a l  land should be assessed according t o  i t s  c a p a b i l i t y  of producing 
income through the production of a g r i c u l t u r a l  products o r  the  grazing of 
l ivestock.  For purposes of such assessment, the  land should be c l a s s i f i e d  
according t o  i ts  production c a p a b i l i t y )  and wi th in  each a rea  i n  which 



s imi la r  condit ions of a g r i c u l t u r a l  production p r e v a i l $  each c l a s s  of land 
should be assessed a t  a va lua t ion  per ac re  determined by c a p i t a l i z i n g  t h e  
average ne t  income from such c l a s s  of land, under average management, 
with t y p i c a l  farming p r a c t i c e s ,  during a period of t e n  consecutive years, 

A l l  ex t rac t ive  land,  i f  producing, should be assessed according t o  
the production of e x t r a c t i v e  mate r i a l s  from it during the year preceding 
the  assessment, the b a s i s  pf assessment being the  ne t  proceeds of t h e  
year ,preoe&i$ ,with a minimum assessment of t e n  per  cent of the gross 
proceeds ( the  value of the  product a t  the po in t  o f  ext rac t ion) .  Non-
productive ex t rac t ive  land should not be assessed a t  a  valuat ion which 
i s  higher i n  r e l a t i o n  t o  i t s  average market value than the  va lua t ion  on 
other  c lasses  of property. 

A l l  s i . tus land should be assessed according to i t s  average market 
value f o r  t h e  purpose f o r  which it i s  used. 

Improvements should be assessed according t o  t h e i r  reproduction c o s t  
a t  the current  l e v e l  of c o s t s  with allowance f o r  l o s s  of value due t o  age, 
wear and t e a r ,  l o s s  of u t i l i t y ,  obsolescence, o r  l o c a l  economic condi t ions ,  
a s  determined by a continuous study of r e a l  property sa les ,  A new manual 
f o r  the a p p r a i s a l  of improvements based upon current  c o s t s  of cons t ruc t ion  
should bedeveloped and rev i sed  annually. 

The combined assessed valuat ions  of improvements and land associa ted  
with them, composing an  operat ing a g r i c u l t u r a l ,  ex t rac t ive ,  conmercial, 
i n d u s t r i a l  o r  r e s i d e n t i a l  unit, should not  be higher  i n  r e l a t i o n  t o  the  
average market value of s imi la r  proper t ies  s i m i l a r l y  s i t u a t e d  than a r e  
those of o the r  un i t s .  

Livestock should be assessed i n  such a manner a s  to  r e f l e c t  v a r i a t i o n s  
i n  a c t u a l  value.  Merchandise assessments should be based upon an average 
of inventor ies  a t  the end of each month of the  year preceding the assess-  
ment, a c t u a l  o r  calculated.  Other personal  property should be assessed 
according t o  its c o s t ,  converted to the  cur ren t  l e v e l  of cost ,  and adjus ted  
f o r  l o s s  of value dudeto age, a c t u a l  condit ion,  and obsolescence. 

I n  view of the  d i f f i c u l t y  of assess ing personal  property equi tably ,  
some considerat ion should be given t o  the  p o s s i b i l i t y  of adopting some 
o the r  form of t axa t ion  on t h i s  c l a s s - o f  property,  i n  l i e u  of the  property 
t ax ,  such a s  a t r ansac t ion  tax ,  p a r t i c u l a r l y  i n  the  case of merchandise and 
manufactures. 

A; fu r the r ,  f u l l - s c a l e ,  study of the assessment of publ ic  u t i l i t y  
property should be undertaken t o  determine: the  best  methods of va lue  
determination; the  method of assess ing u t i l i t i e s  and equalizing these  
valuat ions  with o t h e r  property;  the a l l o c a t i o n  of t h i s  S t a t e ' s  share of the  
t o t a l  value of  i n t e r s t a t e  systems; and the d i s t r i b u t i o n  of the  assessed 
valuat ions  t o  the  p o l i t i c a l  subdivisions, 
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THE BBTORY OF THE PROPERTY TAX EN COLORADO 

From 1876 t o  1947l 

When Colorado became a s t a t e  i n  1876 Its Const i tu t ion authorized 
t h e  General Assembly t o  e s t a b l i s h  a uniform system of property taxation.  
It provided t h a t  all property, unless  s p e c i f i c a l l y  exampted, was t o  be 
a s s e s s e d  a t  a jus t  value. It provided for s p e c i f i c  exemptions of: 1)per-
s o n a l  property f o r  each (hehead of a family t o  the  amount of $200; 2 )  di tches*  
canals  and' flumes used by the owners f o r  i r r i g a t i o n ;  '3)  mines and mining 
property f o r  a period of  t e n  years ;  4 )  public property; a d  5) property 
used s o l e l y  f o r  r e l i g i o u s  worship, f o r  schools o r  f o r  s t r i c t l y  char i t ab le  
purposes, and cemeteries not used o r  held f o r  p r i v a t e  p r o f i t ,  unless pro- 
vided by law, 

The o f f i c e  of county assessor  was created by t h e  Constitution. It 
provided t h a t  the  board of county commissioners should a c t  a s  a county 
board of equa l i za t ion  t o  equal ize  valuations wi th in  each county, It created  
an e x  o f f i c i o  s t a t e  board of  equal iza t ion cons i s t ing  o f  the  governor and 
four  o ther  e lec ted  s t a t e  o f f i c i a l s .  It provided t h a t  valuations should be 
equalized a t  f u l l  cash value. 

The General Assembly enacted laws t o  i n i t i a t e  the  administrat ion of 
t h e  proper ty  tax. County assessors ,  e lec ted  f o r  a term of two years ,  were 
given t h e  r e s p o n s i b i l i t y  of determining the  va lua t ion  of  a l l  property, r e a l  
and personal.  These valuat ions  were t o  be adjus ted  by a county board of 
equa l i za t ion  and the di f ferences  among counties were t o  be equalized by t h e  
s t a t e  board of equalizat ion,  

"This a d a i n i s t r a t f  ve pzbocedurewas intended t o  insure  assessment a t  
f u l l  cash value of a l l  property in each county of t h e  s t a t e .  However, i n  
p r a c t i c e  t h e  procedure broke dom. County assessors ,  always under pressure 
from property owners, began a competitive race  w i t h  each other  t o  under- 
a s s e s s  property i n  order t o  reduce, i n  each case, t h e  county's share of 
t a x e s  paid t o  t h e  s t a t e  government. Because the  same economic pressures 
and i n t e r e s t s  were present  when equal iza t ion was attempted by t h e  county 
commissioners, no cor rec t ion  of the  inequal i ty  a s  between counties was 
achieved on t h i s  level.^^ 

Early  Attempts at &p&i.aation 

The s t a t e  boa* mf' equa l i za t ion  was confronted e a r l y  with the  respon-

s i b i l i t y  of attempting t o  f o r c e  county assessors  t o  make fu l l -value  


1, 	 The following h i s t o r y  is  summarized from Crockett,  E a r l  C., 
Taxat ion  i n  Colorado, 1947. 

2, 	 ibid, p. 13. 



assessments i n  order t o  obta in  equal iza t ion among the  counties,  A s  e a r l y  
a s  1876 the  s t a t e  board detec ted  property t a x  i n e q u a l i t i e s  and ordered 
changes i n  assessments t o  t h e  degree t h a t  t h e  sum t o t a l  of a l l  county 
assessments was g rea te r  a f t e r  the  equal iza t ion than  before. The quest ion 
of c o n s t i t u t i o n a l i t y  was r a i s e d ,  and i n  1877 the  cour t  ruled t h a t  t h e  board 
had no power t o  increase  the  aggregate va lua t ion  of the state.3 The boardo 
being composed of ex  o f f i c i o  members, who had other  du t i es ,  decided t h a t  
nothing could be done. Consequentlyt nothing f u r t h e r  was attempted toward 
s t a t e  equal iza t ion f o r  over twenty years. 

The depression of t h e  1890's put a severe s t r a i n  upon t h e  t a x  s t r u c t u r e ,  
causing a shrinkage of revenue due t o  reduced valuations of property and t o  
t a x  delinquency, County assessors  became r e l u c t a n t  t o  r a i s e  valua-tion even 
a f t e r  several.  y e a r s , o f  economic recovery. A t  t h e  same time governmental 
functions were expanding and t h e  need f o r  revenue was increasing.  A s  a con-
sequence, by 1898 t h e .  General Assembly found i t s e l f  appropriat ing $472,555 
i n  excess of t a x  r e c e i p t s ,  

F inal ly ,  i n  1899 t h e  s t a t e  board of equa l i za t ion  made another e f f o r t  
t o  equalize values, This time it  changed t h e  assessment of c e r t a i n  c l a s s e s  
of property i n  the var ious  counties. In an appeal  made t o  t h e  c o w - t s , t h e  
s t a t e  supreme court affirmed i t s  e a r l i e r  dec i s ion  and ru led  t h a t  t h i s  type 
of  equal iza t ion was l ikerrise ~ n c o n s t i t u t i o n a l . ~  

Thoroughly discouraged i n  i t s  e f f o r t s  t o  equalize property valuations,  
the  board adopted t h e  fol lowing resolut ion:  ."Whereas every e f f o r t  of the 
s a i d  Board of Equal iza t ion s ince  its establ.i.shment has been inval idated  by 
adjudicat ion of t h e  Supreme Court, the re fo re  be i t  resolved,  t h a t  i n  the  
judgment of t h i s  board t h e  power of sa id  board t o  equalize and a d j u s t  can 
only be made e f f e c t i v e  by c o n s t i t u t i o n a l  amendment o r  by l e g i s l a t i v e  enact-
ment s p e c i f i c a l l y  des ignat ing i t s  powers and d i r e c t i n g  t h e  method of the  
performance thereof.  "5 After  t h i s  f o r m 1  d e c l a r a t i o n  assessments grew 
s t e a d i l y  worse from t h e  standpoint  of equality among the  various counties,  

Legis la t ive  Action 

In 1900 Governor Thomas appointed a s p e c i a l  revenue commission t o  s tudy  
t h e  problem and t o  make recommendations f o r  t a x  reform. The commlsslonfs 
r e p o r t  l e d  t o  the  d r a f t i n g  and adoption of a new revenue b i l l  i n  1901. This 
new Paw amended t h e  property t a x  by providing f o r  the  appointment of a state 
board of assessors  t o  supervise and administer  tax assessments. 

Through the  e f f o r t s  of t h i s  board of assessors, t h e  assessed valuation 
of t h e  s t a t e  was increased froin 6216 m i l l i o r ~I n  1930 t o  $460 mi l l ion  i n  
1901. The assessed valuat ions  of r a i l r o a d  corporat ions were increased $89 
million. The l a t t e r  corporat ions refused t o  pay the increased taxes  and 

3 .  People v. Lothrop, 3 Colo. 428 (1877). 
4. People v. Ames, 27 Colo. 346 ( 1 9 0 0 ) ~  
5. Armual Report, Colorado Tax Conmission, 1915, p, 9,  



challenged the  c o n s t i t u t i o n a l i t y  of the  new law. I n  December, 1901, t h e  
cour t  ru led  t h a t  t h e  s t a t e  board of assessors  had no power under the  S t a t e  
Cons t i tu t ion  because county assessors  had no a u t h o r i t y  outside t h e i r  respec- 
t i v e  counties. 6 

A t  a s p e c i a l  sess ion  of t h e  General Assembly i n  January, 1902, a genera l  
r e v i s i o n  of property t a x  s t a t u t e s  was adopted, many provisions of which have 
remained unchanged. The 1902 amendments attempted t o  strengthen t h e  proper ty  
t a x  by s e t t i n g  f o r t h  i n  d e t a i l  a  procedure f o r  a ssess ing  property. A l l  
p roper t i e s ,  not s p e c i f i c a l l y  exempted, were t o  be assessed annually a t  f u l l ,  
t r u e  cash value, by county assessors  and t h e i r  deput ies ;  except t h a t  t h e  
p roper t i e s ,  of public u t i l i t i e s  were t o  be assessed b y t h e  s t a t e  board of 
equal iza t ion,  

The f i r s t  yea r  a f t e r  approval of the  law (1903) t h e  t o t a l  assessed valua-
t i o n  of  property i n  the  s t a t e  was $333 mil l ion.  By 1912 i t  was $422 mil l ion .  
The 1912 valuat ion was s t i l l  below t h a t  of t h e  year  1901 i n  s p i t e  of & a s t i c  
r e v i s i o n s  i n  t h e  law and even though a c t u a l  wealth i n  the  s t a t e  had increased 
r a p i d l y  during t h e  period, 

The 1902 law had provided f o r  an annual meeting .of .county  assessors  f o r  
t h e  purpose of d iscuss ing common problems regarding assessments based upon 
f u l l  cash value. Yet t h e  assessors  i n  1908 agreed among themselves t o  
assess  a l l  property i n  t h e  s t a t e  a t  one-third of cash value, 

Creat ion of Tax Commission 

Other s t a t e s  were a l s o  encountering se r ious  d i f f i c u l t i e s  with t h e i r  
proper ty  t a x  sys-terns. Many began adopting a more cen t ra l i zed  type of assess-
ment adminis t ra t ion  i n  an  e f f o r t  t o  cor rec t  some of the problems. The 
county assessors  of Colorado, observing t h i s  development i n  o ther  s t a t e s ,  
and r e a l i z i n g  t h a t  guidance and supervis ion on t h e  s t a t e  l e v e l  was needed i f  
uniformity of property assessment was ever t o  p r e v a i l ,  began advocating t h e  
adoption of a law e s t a b l i s h i n g  a s t a t e  tax commission f o r  Colorado, 

In  1911, t h e  General Assembly created  a s t a t e  t a x  commission composed 
of t h r e e  members appointed f o r  s i x  year  terms .7 I n  some respects  t h i s  
represented t h e  beginning of a new e r a  i n  property taxat ion.  The commission 
was given broad powers t o  supervise  the assessment of  property, and t o  en-
f o r c e  laws r e l a t i n g  t o  such assessment, I n  add i t ion ,  t h e  powers of the  
s t a t e  board of equal iza t ion,  except t h a t  of equal iz ing the  assessments, 
were t r a n s f e r r e d  t o  the  t a x  commission, inc luding t h e  power of making orig-  
i n a l  assessments of the  proper ty  of public u t i l i t y  corporat ions,  

The new t a x  commission increased the va lua t ion  of t h e  s t a t e  from 
$422,442,079 i n  1912 t o  $1,306,647,430 i n  1913. This r e s u l t e d  i n  l o c a l  
opposition. I n  1915, authorities i n  Weld and Denver counties or ig inated  an 

6 .  	 Union Pac i f i c  Railroad Company v. Alexander l l 3  F 347 ( 1 9 0 1 ) ~  
7, 	I n  1918, by Cons t i tu t iona l  Amendment, the  t h r e e  t a x  commissioners 

were given c i v i l  service s t a t u s ,  



i n i t i a t e d  measure t o  abol ish  t h e  tax commission, The measure was defeated 

by a narrow niargin. Since t h a t  th rea t  t o  i t s  existence,  the  t a x  commission 

"has never again been q u i t e  a s  energetic and aggress iveon8 


Eaualizat ion Action Since 1912 

I n  1912 a proposal was re jec ted  by the  e l e c t o r a t e  which would have 
abolished the  s t a t e  board of equal iza t ion and placed ul t imate  au thor i ty  f o r  
equal iza t ion i n  t h e  t a x  commission. It would have granted t h e  t a x  c o d s -  
s i o n  the  power t o  ad jus t  t h e  valuations on c lasses  of property. Previously, 
t h e  courts  had denied t h a t  t h e  board had such power under t h e  Consti tut ion,  

I n  1914, a c o n s t i t u t i o n a l  amendment was adopted providing t h a t  t h e  

s t a t e  board of equal iza t ion has the  duty Itto ad jus t ,  equalize,  r a i s e  o r  


. 	 lower the  valuat ion of r e a l  and personal property of the  severa l  counties 
of the  s t a t e ,  and t h e  va lua t ion  of any i tem or  items of the  various c l a s s e s  
of such property." Also, t h a t  the s t a t e  board of equal iza t ion ,.. I tshall  
equalize t o  the end t h a t  a l l  taxable property i n  t h e  s t a t e  s h a l l  be assessed 
a t  i t s  f u l l  cash valuef1, and " tha t  the  s t a t e  board of equal iza t ion s h a l l  
have no power of o r i g i n a l  assessment ."9 This amendment was probably intend- 
ed t o  bestow unlimited power of equal iza t ion upon t h e  s t a t e  board of 
equalizat ion.  However, because of the  provis ion t h a t  t h e  board s h a l l  have 
no power of o r i g i n a l  assessment, the cour ts  have ru led  t h a t  it cannot ex-
amine the  valuat ion of a n  individual  taxpayer 's  property, but must confine 
i t s  a t t e n t i o n  t o  the  equal iza t ion of valuation^ among aggregates and genera l  
c l asses  of property. 10 

In  11of the  33 years  from 1914 t o  1947, t h e  s t a t e  board of equaliza-  

t i o n  took no ac t ion.  It ordered decreases i n  t h e  assessed valuations 

c e r t i f i e d  t o  i t  each year  from 1915 through 1922, from 1924 through 1928$ 

from 1430 through 1933, and i n  1940; a t o t a l  of 18 years. It ordered 

increases only s ix  t imes,  1923, 1934, and 1936 through 1939, i n  s p i t e  of 

t h e  f a c t  t h a t  assessments had cons i s t en t ly  been l e s s  than f u l l  cash value,  


During t h e  period 1915 t o  1930 reductions were made i n  every year  but 
f i v e o  Almost a l l  o f  t h e  reductions benefi ted t h e  public u t i l i t i e s .  From 
1931through 1933, the  reductions were made pr imar i ly  on a g r i c u l t u r a l  land 
and h p r o v e m e n t ~ .  Increases were ordered i n  f i v e  of t h e  years from 1934 
through 1939, the  a d d i t i o n a l  assessments being placed upon publ ic  u t i l i t i e s o  
The r e l a t i v e l y  smal l  reduct ion of $119,620 ordered i n  1940 was upon the  
property of r u r a l  e l e c t r i f i c a t i o n  companies, 

Both Jena P. Jensen i n  h i s  "Survey o f  Colorado S t a t e  Tax Systemt1 pre- 
pared i n  1930 f o r  the  Denver Chamber of Commerce, and Professor Earl C. 
Crockett of the Universi ty of Colorado i n  h i s  r epor t  '!The Colorado Property Taxf 

8. Croclrett, E a r l  C.,  Taxation i n  Colorado, 1947, p. 20. 
9. Colo. Const., A r t .  X, Sec. 15. 
10. 	 Boulder County v o  Union Pac i f i c  RR Co., 89 Colo. 110, (1931); 

McGinnis v. Denver Land Co., 90 Colo. 72 ,  (1931). 



i n  1947 recommended t h a t  t h e  s t a t e  board of equal iza t ion be abolished, No 
a c t i o n  has been taken a s  t h e  r e s u l t  of e i t h e r  of these  recomendations,  

Exempting Cer ta in  Types of Property 

I n  1936, two c lasses  of property upon which assessments had been 
extremely poor were removed from t h e  t a x  base exemption.l1 These were 
i n t a n g i b l e  personal  property,  such a s  bank accounts, s tocks  and bonds, 
and motor vehicles,  

D i f f i c u l t y  i n  discovering in tang ib le  personal  property f o r  assessment 
purposes, and inequ i t i e s  r e s u l t i n g  f r o m i t s  assessment,. l e d  t o  the  abandon- 
ment of the  property t a x  a s  a means of taxing in tangibles ,  The new s t a t e  
income t a x  was subs t i tu ted  i n ' l i e u  of the property tax on in tangibles  i n  
recogn i t ion  of t h i s  inequity.  

D i f f i c u l t y  i n  l o c a t i n g  and assess ing motor vehic les  l e d  t o  a s p e c i f i c  
ownership t a x  a s  a means of t ax ing  them i n  l i e u  of t h e  property tax ,  The 
s p e c i f i c  ownership t a x  was required  t o  be paid before the automobile could 
be r e g i s t e r e d  and l icensed,  assur ing t h e  payment of  the tax. The exemption 
of these  two c lasses  of property l e f t  a t a x  base which was more capable 
of  being equi tably  assessed a s  a whole than before,  and l e f t  t h e  assessor  
more time t o  devote t o  the  remaining t a x  base. 

I n  s p i t e  of various reforms t h a t  had been accomplished, the  l e v e l  of  
the  assessed valuation of aU. property I n  t h e  s t a t e  had become proportion- 
a t e l y  lower i n  r e l a t i o n  t o  t h e  estimated f u l l  cash value of such property, 
I n  1947, Professor Crockett repor ted  t h a t  d e s p i t e  a n  estimated increase  of  
a t  l e a s t  f i f t y  per  cent i n  a c t u a l  value o f  property i n  t h e  s t a t e  from 1913 
t o  1941, the  t o t a l  assessed valuat ion of the  s t a t e  was l e s s  i n  1 9 4 1 t h a n  i n  
1913 by t h e  amount of $179,466,627. Furthermore, desp i t e  t h e  i n f l a t i o n  i n  
values dur ing World War I1 t h e  1946 valuat ion had increased only $132,520,6ll 
above t h e  1933 valuation.  12 

Since 1947 

Re-appraisal Program 

By 1947, t h e  s i t u a t i o n  had become s o  se r ious  t h a t  t h e  General Assembly 
appropriated $100,000 t o  t h e  t a x  commission f o r  t h e  b ienn ia l  period 1947- 
1949 t l to defray cos t s  and expenses of making a re-appraisa l  of the  assessed 
v a l u a t i o n  of the  taxable property sub jec t  t o  t h e  ad valorem tax.. $3 

With t h i s  appropr ia t ion  began what will be r e f e r r e d  t o  f requent ly  

ll. 	 Colo. Const., A r t .  X, Sec. 6 and 1'7. 
12. 	 A l l  of preceding h i s t o r y  i s  summarized from Crockett,  E a r l  C., 

Taxation i n  Colorado, 1947, 
13. 	 Laws, 1947, Ch. 111. 



throughout t h i s  r e p o r t  a s  t h e  re-appraisal  program. A department of ro-
appra i sa l  was es tab l i shed  under the  t a x  conmission, headed by a d i r e c t o r  
of re-appraisals.  A s t a f f  was assenlbled a s  r ap id ly  a s  poss ib le  and t h e  
work of planning and pu t t ing  i n t o  e f f e c t  a re-appraisa l  of a l l  taxable 
r e a l  property i n  t h e  s t a t e  was undertaken. During the  next f i v e  years ,  
methods of appra i sa l s  were developed t o  achieve the  goal of uniform assess-  
ments, An Assessor4s  Real Es ta te  Appraisal Manual was assembled, published 
and d i s t r i l u t e d  t o  t h e  assessors ,  This manual gave county assessors:  
1 )  a system of appra is ing buildings according t o  t h e i r  cost  of reproduction 
a t  the  1 9 4 1 l e v e l  of const ruct ion cos t s  and ad jus t ing  such reproduction 
-cos t s  f o r  losses  of value resu l t ing  from age, wear and t e a r ,  obsolescence 
and economic condit ions ; 2 )  a system of appra is ing a g r i c u l t u r a l  lands 
according t o  t h e i r  productive capab i l i ty ;  and 3 )  a system o f  appraising 
other  lands,  

County assessors  employed a d d i t i o n a l  help, f i e l d  crews were organizedp 
and f i e l d  men from t h e  t a x  c o d s s i o n  i n s t r u c t e d .  them I n  the  new lnethods 
and supervised them i n  t h e  work of re-appraising: A l l  buildings i n  t h e  
s t a t e  were measured, described on a u n i f o r k p r o p e r t y  card, c l a s s i f i e d ,  and 
appraised. An inventory and c l a s s i f i c a t i o n  of a l l  lands was made. This 
was the  f i rst  complete inventory of the taxable  r e a l  property which had 
been made i n  Colorado. A s  a r e s u l t  a l a r g e  number of r e a l  proper t ies  which 
were not on the  t a x  r o l l s  were discovered and placed on the r o l l s ,  

Work continued i n  t h i s  manner f o r  a period of f i v e  years. Progress was 

slow. bfuch planning was required t o  develop. s a t i s f a c t o r y  methods. Recruit-

i n g  and t r a i n i n g  of men was d i f f i c u l t .  The a c t u a l  task  of appra i sa l  was 

tremendous, 


While t h i s  programwas i n  progress, the  process of making annual assess-  

ments i n  the  o ld  manner con t i~med ,  No p a r t  of t h e  re-appraisa l  was used in 

a c t u a l  assessnlents during these  years, except i n s o f a r  a s  the  g rea te r  know- 


l e d g e  acquired concerning proper t ies  r e s u l t e d  i n  an improvement i n  e x i s t i n g  
'assessments. The assessed valuation of t h e  s t a t e  increased from $1,259,701,414 
i n  1946 t o  $1,733,575,141 i n  1951. Most of t h i s  increase ,  of course, r e f l e c t e d  
the  increased bui ld ing a c t i v i t y  i n  t h e  s t a t e  during those years;  however, 
some of it was undoubtedly a t t r i b u t a b l e  t o  improved assessment methods, 

The General Assembly;after making another appropr ia t ion  of $113,824 f o r  

t h e  b iennia l  period 1949-1951, became impatient with t h e  delayp S u f f i c i e n t  

pressure was brought t o  bear upon t h e  t a x  commission t o  induce t h a t  body t o  

order t h a t  the  re-appraisa l  would become e f f e c t i v e  i n  1952, The work was 

i n  various s tages  of completion, but not f u l l y  complete i n  any county. A 

monumental e f f o r t  was made t o  complete t h e  program and use t h e  new va lua t ions  

for t h e  1952 assessments, Since, i n  maw counties,  it was not poss ib le  t o  

complete t h e  work, a n  expedient was adopted. The valuations of property 

which had not been re-appraised were increased a r b i t r a r i l y  by a percentage 

corresponding t o  t h e  average amount of increase  on proper t ies  which had been 

re-appraised, 


The t a x  commission determined t h a t  t h e  1941 l e v e l  of cost  which was 

used i n  appraising property would be used as the  standard of assessment, 




Therefore, the  new valuat ions  were made on a 1941 cost  l e v e l ,  r a t h e r  than  
the 1952 l e v e l ,  The commission attempted t o  j u s t i f y  the  use of the  1941 
l e v e l  and the des ignat ion of t h a t  l e v e l  a s  represent ing t r u e  cash value i n  
t h i s  manner, The i n f l a t i o n  i n  cos t s  which had occurred i n  the  years subse- 
quent t o  1941 was regarded as  abnormal and temporary. The 1941 l e v e l  was 
regarded a s  representing a normal l e v e l  of value,  The 1941 l e v e l  of value 
was, therefore ,  declared t o  be " t rue  cash value. l1 

With t h e  use of t h e  new ap r a i s a l s ,  t h e  valuat ion of the  s t a t e -  increased 

from $1,733,575,141 i n  1953. t o  !2,4'70,879,029 i n  1952. Many p roper t i e s  were 

- increased more I n  valuat ion than others ,  The g rea te r  valuations r e f l e c t e d  
equa l i za t ibn  e f f o r t s  on p roper t i e s  which formerly had been under-assessed, 
However, the  owners of p roper t i e s  bearing the  g rea te r  proportion of the  in-  
c rease  became very vocal  i n  t h e i r  p ro tes t s ,  Since many e r r o r s  of a p p r a i s a l  
were made i n  the  f i n a l  rush t o  complete t h e  re-appraisal ,  some of the  p r o t e s t s  
were found t o  be j u s t i f i e d ,  The p r o t e s t s  caused t h e  General Assembly i n  1953 
t o  appoint a j o i n t  c o d t t e e  t o  inves t iga te  the  s i t u a t i o n ,  This committee 
conducted an inves t iga t ion  and recommended t o  t h e  General Assembly t h a t  
s p e c i a l  provision be made f o r  review o f  t h e  1952 assessments and adjustnient 
of such inequ i t i e s  a s  might be found. The General Assembly enacted a law 
which extended t h e  period during which taxpayers might p e t i t i o n  f o r  a  review 
of t h e i r  1952 asvessments without prejudice u n t i l  May 1, 1953. And it ex-
tended t o  September, 1953, the  period during which 1952 taxes  might be 
abated o r  refunded on those assessments which were found t o  be inequi table ,  1 4  

I

During the  year 1953, the  assessors  received numerous reques ts  f o r  r e -  
view, and had the time consuming t a s k  of making such reviews, and such I J 
adjustments a s  were found necessary. An abnormally l a rge  number of abate- ,
ments and refunds of taxes  were allowed, and many adjustments were made i n  I 

assessed valuations i n  1953. 

Public U t i l i t y  Assessments 

Because of the  f a c t  t h a t  the  re-appraisal was concerned primari ly 
wi th  t h e  assessnlent of r e a l  property by the county assessors ,  p r o t e s t s  were 
made t h a t  t h e  re-appraisa l  was u n f a i r  t o  t h e  owners of locally-assessed 
r e a l  property,  The t o t a l  assessed va lua t ion  of t h e  s t a t e  on such r e a l  pro- 
p e r t y  was increased by 58,6 per cent  from 1951 t o  1952, while the assessed 
va lua t ion  of public u t i l i t y  p roper t i e s ,  assessed by the  t a x  commission, 
w a s  increased by 19.5 per cent.  The t a x  commission had made no s i g n i f i c a n t  
change i n  t h e i r  assessment of public u t i l i t y  p roper t i e s  beyond the  deter -  
mination t h a t  assessment a t  f i f t y  p e r  cent of t h e  value determined by it 
would achieve equal iza t ion of  public ut i l - l ty assessments with l o c a l  assess-  
ments. Because of the  content ion t h a t  public u t i l i t i e s  assessments were 
not equalized with l o c a l  assessments, a s e r i e s  of inves t iga t ions  of t h e  
assessnient of public u t i l i t i e s  were undertaken, 

14. Laws 1953, Ch. 191. 



During 1952, an advisory committee appointed a t  the  request of the  
t a x  commission, composed of representa t ives  from the  Colorado A s s e s s o r s ~  
Association, the S t a t e  Associat ion of County Commissioners, the S t a t e  
Agr icul tura l  Planning Committee, the  S t a t e  Chamber of Commerce, and the  
Colorado Municipal League, devoted a l imi ted  aniount of time t o  a study of 
public u t i l i t y  assessments, and issued a repor t  i n  January, 1953. It re -
ported t h a t  a d e t a i l e d  inves t iga t ion  of such assessments would involve 
considerable cost  and many months of work by a ful l- t ime s t a f f ,  and t h a t  
therefore  i t s  repor t  was l imi ted  i n  scope. Some c r i t i c i sms  were made of t h e  
methods used by the  t a x  commission, the f a c t  t h a t  t h e  t a x  commission had in-  
adequate s t a f f  t o  proper ly  assess  u t i l i t i e s  was noted, no s i g n i f i c a n t  evidence 
of lack of. equa l i za t ion  was presented, ancl a l e g i s l a t i v e  study of the  problem 
was recommendedo 

I n  1953, the  General Assembly, appropriated by House B i l l  No. 473 t h e  
sum of three  thousand d o l l a r s  t o  the t a x  commission "for  the  purpose of 
secur ing the  se rv ices  by s a i d  commission of a c e r t i f i e d  public accountant 
t o  a s s i s t  it i n  reviewing and checking 1953 v a l ~ i a t i o n  statements now being 
f i l e d  with t h e  commission i n  regard t o  a sessments of property owned by 
public u t i l i t i e s  throughout the  s t a t e ;  It1' and a l s o  appropriated by House 
B i l l  No. 474 the  sum of th ree  thousand d o l l a r s  t o  the  s t a t e  board of equal i -
za t ion  f o r  the  purpose of employing a compe-tent examiner [ 'for the  purpose of 
reviewing, checking and making a thorough study of the  re-appraisa l  program 
recen t ly  completed by t h e  s t a t e  t a x  commission and the  assessments of pro-
per ty  made thereunder, p a r t i c u l a r l y  a s  t o  t h e  assessed valuation f ixed 
under sa id  program of property owned by public u t i l i t i e s  throughout t h e  
s t a t e , "  16 

The f i n o  of Col l ins ,  Peabody and Masters, C e r t i f i e d  Public Accountants, 
was employed by the  t a x  commission under Iiouse B i l l  No, 473, They made an 
independent appra i sa l  of  f i f ty-seven of t h e  companies assessed by t h e  tax 
commission, using methods s i m i l a r  t o ,  but not i d e n t i c a l  with those used by 
the  t a x  commission, and recommended valuat ions  which were somewhat h igher  
than those made by t h e  t a x  conmission. If t h e  appra i sa l s  recommended were 
accepted a s  the  f u l l  cash value of t h e  companies, t h e  t a x  commissiods 
assessments would have been about 45.3 pe r  cent  of f u l l  cash value, 

A. G .  Mott, Consulting Engineer, of Pebble Beach, Cal i fornia ,  was 
employed by the  s t a t e  board of equal iza t ion under House B i l l  No, 474, He 
made independent appra i sa l s  of f o u r  r a i l r o a d  companies and three  e l e c t r i c  
and telephone companies whose combined assessed valuations represented 
seventy-five per cent  of the t o t a l  assessed valuat ions  of a l l  public u t i l i -  
ty  corporations. He recommended appra i sa l s ,  which i f  accepted a s  f u l l -  
cash-value appra i sa l s ,  would ind ica te  t h a t  the  assessed valuations made by 
t h e  t a x  commission f o r  1953 were a n  average of for ty-four  per cent of full 
cash valueo 

15, Laws, 1953, Ch, 30. 

16, Laws,  1953, Ch. 193. 




Since, i n  1953, i t  was generai ly accepted t h a t  assessments of r e a l  
property made during the  re-appraisa l  program were a t  not more than f o r t y  
pe r  cent of current  market value, none of these  repor t s  indica ted  t h a t  t h e  
publ ic  u t i l i t i e s  were under-assessed i n  r e l a t i o n  t o  locally-assessed property. 
However, s ince  none of these  inves t iga to r s  applied t h e  same type of a p p r a i s a l  
t o  the  proper t ies  of publ ic  u t i l i t y  corporations as had been applied t o  
locally-assessed r e a l  property,  t h e  c r i t i c s  o f  tax commission assessments 
were not s a t i s f i e d ,  

Fur ther  E f f o r t s  Toward Equalizat ion 

I n  s p i t e  of the  progress achieved as the  r e s u l t  of the  re-appraisa l  
program, equal iza t ion wi th in  and among the  counties s t i l l  had not been achiev- 
ed. I n  1954, the  t a x  c o d s s i o n  recommended an  increase  of $6,235,520 i n  t h e  
v a l u a t i o n  of a g r i c u l t u r a l  lands i n  one county, t h e  s t a t e  board of equa l i za t ion  
approving the  recommendation. I n  1956, the  t a x  commission recommended in-  
creases  i n  the valuations of seven counties which had made blanket reductions 
of t h e  assessed valuations of farm improvements. The s t a t e  board of equali-  
za t ion  declined t o  approve these  recommendations. I n  1958, t h e  t a x  c o d s s i o n  
recommended an increase  of $10,000,000 i n  the  locally-assessed property of 
one county, and the  s t a t e  board of equal iza t ion approved the  recommendationo 
The county involved appealed t o  d i s t r i c t  cour t  and t h e  s t a t e  supreme cour t  
a t  t h e  reques t  of the  Attorney General, assumed ju r i sd ic t ion ,  and the  mat ter  
i s  s t i l l  pending a t  t h i s  time, 

Exemntion o f  Household Furnishings and Personal E f f e c t s  

I n  1956, a c o n s t i t u t i o n a l  amendment was adopted author iz ing the  General. 
Asse~nbly t o  exempt household furnishings  and personal  e f f e c t s  which a r e  no$ 
used a t  any time f o r  t h e  production of ncome. This exemption was made 
e f f e c t i v e  i n  1957 by House B i l l  No. 4. 13 Thus, another pa r t  of the  t a x  base 
which was extremely d i f f i c u l t  t o  assess  equi tably  was eliminated, 

Leg i s la t ive  Council Assignment t o  Study Assessment Methods 

The 1956 amendment t o  Sect ion 3,  A r t i c l e  X, of the Consti tut ion,  ex-
empting household furnishings  and personal  e f f e c t s ,  a l s o  amended t h e  a r t i c l e  
c i t e d  t o  read t h a t  taxes " s h a l l  be ... assessed ... under general  laws, 
which s h a l l  prescr ibe  suc,h methods and re.gulations a s  s h a l l  secure j u s t  and 
equalized valuat ions  f o r  assessment of taxes upon all property,  r e a l  and person- 
a l ,  located  wi th in  the  t e r r i t o r i a l  limits of t h e  a u t h o r i t y  levying t h e  t a ~ ; . . ~ ~ ~ '  
In  response t o  t h i s  amendment the  General Assembly, i n  1957 provided f o r  a 
s a l e s - r a t i o  s tudy by adoption of the  Realty Recording ~ c t . ' ~  A t  t h e  same time 
t h e  General Assembly assigned t o  the  Colorado Legis la t ive  Council the  problem 
of studying methods of assessment i n  order t o  determine and recommend what 
l e g i s l a t i v e  a c t i o n  could be taken t o  promote g rea te r  equal iza t ion of assess-
ments, 

17, C.R.S., 1953, Sec. 137-12-3, 

18, C.R.S., 1953, Sec. 118-6-21 t o  33, 




TKE N A T U E  OF T I E  PROPERTY TAX 

The property t a x  is  imposed upon property loca ted  wi th in  a taxing 
j u r i s d i c t i o n  on t h e  b a s i s  of the  value of the  property i t s e l f .  For t h i s  
reason, i t  i s  f requent ly  re fe r red  t o  a s  the ad valorem tax. However, s i n c e  
t h e r e  a r e  o ther  forms of ad valorem taxa t ion ,  -the term "property taxt1 w i l l  
be used here in  t o  designate t h i s  p a r t i c u l a r  form of ad valorem tax. 

By was of in t roduc t ion  t o  a considera t ion of t h e ' n a t u r e  of  t h e  property 
t a x  and the  many problems r e l a t i n g  t o  i t ,  t h e r e  a r e  s e t  f o r t h  below, i n  
b r i e f ,  over-simplified form, t h e  s t eps  i n  i t s  administrat ion.  These a r e  the 
administrat ive s t e p s  followed i n  the  determination of the  amount of proper ty  
t a x  t h a t  the owner of a property must pay, 

S te  1, The county assessor  places an assessed valuat ion on a property,  
An assesse  a a s  a base_% va7-uation is  a value assigned t o  property t o  be used 
f o r  ca lcu la t ion  of t h e  tax. 1fa.ny f a c t o r s  a r e  taken I n t o  considera t ion by 
t h e  assessor  i n  determining t h e  assessed valuat ion,  For example, i n  deter -  
mining the assessed valuat ion on a one-family home, t h e  s i z e  of the  house, 
type of construction,  s i z e  of the  l o t ,  loca t ion ,  etc.,  a r e  considered. 

Step 2. Af ter  an  assessed valuat ion has been assigned t o  a l l  p roper t i e s  
i n  a county, t h e  county board of equa l i za t ion  reviews the  r e s u l t s .  The board 
looks t o  see t h a t  a l l  p roper t i e s  a r e  assessed a t  cornpaarable valuat ions ,  and 
t h a t  a l l  c lasses  of property a r e  assessed comparablyo If inconsis tencies  
a r e  found, the board may a d j u s t  the  assessed valuat ion of a property o r  a 
c l a s s  of property e i t h e r  up o r  down t o  conform with t h e  l e v e l  of assessment 
f o r  a l l  property. 

Step  3.  The s t a t e  t a x  commission reviews the  assessments o f  each county 
i n  a similar manner. It recommends t o  t h e  s t a t e  board of equal iza t ion any 
adjustments t h a t  i t  f e e l s  a r e  needed i n  t h e  t o t a l  assessed valuat ions  o f  any 
counties i n  order  t o  equalize the  valuat ions  among t h e  counties, 

Step 4, The s t a t e  board of equal iza t ion, reviews the  assessed valuat ions  
of all counties, together  with t h e  recommendations made by the  t a x  c o d s s i o n .  
If t h e  assessed valuations of property i n  one county a r e  a t  a lower l e v e l  
i n  r e l a t i o n  t o  t h e  t r u e  value of the  property than  t h e  assessed valuat ions  
i n  o ther  counties,  the s t a t e  board may order  t h e  valuat ion of t h a t  county 
r a i s e d  t o  conform w i t h  t h e  l e v e l  i n  the  o the r  counties, The s t a t e  board of 
equal iza t ion c e r t i f i e s  t o  each county t h e  t o t a l  assessed valuat ion on which 
the  t a x  l ev ies  are t o  be computed, determines the  amount of the s t a t e  t a x  
levy, and c e r t i f i e s  t h i s  levy t o  each of t h e  counties. 

Step 5. Each school d i s t r i c t ,  each c i t y ,  and each s p e c i a l  d i s t r i c t  
wi th in  a county, and the  comity govermrent i t s e l f ,  determines the  amount of 
money required from the  property t a x  t o  operate each of the u n i t s  of govern- 
ment during t h e  next year, and c e r t i f i e s  t h e  amount t o  the  county commissioner: 



The county commissioners, f o r  each u n i t  o f  government, divide the amount 
of money needed by the assessed valuation of a l l  property within the  u n i t t $  
ju r i sd ic t ion .  The r e s u l t  i s  the  m i l l  levy f o r  t ha t  u n i t ,  the r a t e  of taxa-
t i o n  which i s  applied t o  the  assessed valuat ion t o  determine the amount of 
t a x  t o  be paid, For example, i f  the assessed valuat ion of the county i s  
$50,000,000 and amount of money required f o r  the  county government is $500,000, 
a levy of t en  mills would be s e t  as  the  r a t e  of t axa t ion  f o r  the  county govern- 
ment. 

S t e  6. A l l  m i l l  l ev i e s  t h a t  apply t o  a pa r t i cu l a r  property a r e  consol-
i d a t ehg That i s ,  the  m i l l  l ev i e s  f o r  i n t o  one t o t a l  levy f o r  t h a t  property. 
t h e  s t a t e ,  the county, and a l l  o ther  un i t s  of govermient i n  whose j u r i sd i c t i on  
the  property i s  s i t ua t ed  a r e  added together. The assessed valuation of the  
property i s  then mult ipl ied by the  t o t a l  m i l l  levy t o  determine the  t o t a l  tax 
t h a t  i s  t o  be paid by the owner of the  property, 

S tep  7. The property owner pays the  t a x  t o  the  county t reasure r ,  who 
distributes the  amount paid t o  the  severa l  u n i t s  of government pa r t i c i pa t i ng  
i n  the  tax ,  

Assessed Valuation 

A s  s t a t ed  above, assessed valuat ion i s  a value assigned t o  a property 
by the  county assessor t o  be used a s  a base f o r  t h e  computation of taxes,  
The term "assessed valuat ionu is  t o  be dist inguished from the  term "value," 
The l a t t e r  term includes the  former, but i s  .not synonymous with it. Value, 
i n  general,  means the  worth of something. However, i t s  exact meaning 
d i f f e r s  with the point  of view of the  person using it. It means one th ing  
t o  a buyer, another t o  a s e l l e r ,  another t o  a banker accepting property a s  
s ecu r i t y  f o r  a loan, another t o  an insurance agent wr i t ing  a policy of f i r e  
insurance, another t o  an  owner enjoying the possession and use of property 
without thought of s e l l i n g  o r  mortgaging, and s t i l l  another t o  the  assessor  
ass igning an assessed valuat ion f o r  purposes of taxat ion,  

Assessed valuat ion i s  d i f f e r e n t  than a value determined from any other  
point  of view. However, i t  is  usual ly  considered t h a t  assessed valuat ion 
should bear some re la t ionsh ip  t o  what i s  ltnown a s  f u l l  cash value o r  market 
value. The l a t t e r  term is  usual ly  cons ide r ed~ to  mean t h a t  amount of money 
which w i l l  be paid f o r  a property by an informed and w i l l i ng  buyer t o  an 
informed and w i l l i ng  s e l l e r ,  uninfluenced by urgency o r  an excessive need 
t o  buy o r  s e l l ,  and given a reasonable time f o r  negotiat ion.  Average market 
value, r e su l t i ng  from the s a l e  of numerous s imi la r  p roper t i es ,  r a t h e r  than 
the  s a l e  of a s ingle  property, i s  considered most des i rab le  a s  guide t o  
determination of  assessed valuat ion,  

Assessed m l u a t i ~ n ,  although it is  r e l a t ed  t o  market value, i s  not 
market value. It may be one hundred per c en t  o f  market value ( f u l l  cash 
value),  o r  i t  may be any other  por t ion  of market value. It may be r e l a t ed  
t o  current  market value, o r  i t  may be r e l a t ed  t o  the  market value of some 
pas t  year  o r  period of years. 



Fundamental Pr inciples  of t h e  Property Tax 

There a re  c e r t a i n  fundamental p r inc ip les  which a r e  inherent  i n  t h e  
property tax ,  but which a r e  not always understood by e i t h e r  the  adminis t ra tors  
of the  t a x  o r  the taxpayers, and which a r e  f requen t ly  not adhered t o  by 
administrators,  These a r e :  

1 )  The property t a x  i s  based upon the  value of the  property which is 
subject  t o  the  t a x  a s  represented by an assessed va lua t ion  assigned t o  it 
by an assessor,  

2)  The property t a x  i s  imposed upon property, Although the  t a x  must 
be paid by a person, i t s  amount i s  determined by t h e  value of t h e  property, 
and the  t a x  l i a b i l i t y  a t t aches  t o  and remains with the  property, r a t h e r  than 
t h e  person. If t h e  t a x  i s  not paid, the  property can be sold,  but no other  
remedy is  asser ted  aga ins t  t h e  person who owns the  property. Therefore, the  
assessor  must a s sess  property, not persons, 

3 )  The property t a x  i s  not an income tax. It is ,  i n  no sense., based 
upon the  a b i l i t y  of the  owner of property t o  pay taxes. Insofar  a s  income 
produced by the  property i t s e l f  influences the  value of the  property, t h a t  
income may be considered i n  d e t e r d n i n g  the  assessed valuat ion of the  pro- 
perty. However, some property i s  taxable which produces no income d i r e c t l y p  
and t h i s  fack does not cause i t  t o  have no value. Furthermore, the  t a x  
imposed upon property bears no r e l a t i o n  t o  the t o t a l  income of the  owner. 
For instance,  the income of a home owner is not determined by the  value of 
t h e  home i n  which he l i v e s ,  

4) The amount of t a x  imposed upon property bears no r e l a t i o n s h i p  t o  t h e  
amount of  service  rendered by government d i r e c t l y  t o  the  property o r  i t s  
owner. Property i s  subject  t o  some taxes because i t ,  o r  i t s  owner, i s  t h e  
r e c i p i e n t  of a governmental service ,  such a s  f i r e  protec t ion,  pol ice  protec t ion,  
o r  access t o  public roads, But the amount of t a x  i s  not determined by the  
amount of service  rendered t o  each property, 

5)  Assessed valuat ions  should be determined without reference  t o  revenue 
requirements. Assessed valuations should not be adjusted upward o r  downward 
because mill l e v i e s  a r e  high o r  low, Valuations should not be lowered i n  
order t o  give t a x  preference t o  c e r t a i n  p roper t i e s ,  e i t h e r  individual  proper- 
t i e s ,  o r  groups of proper t ies .  Valuations i n  a county should not be reduced 
f o r  the  purpose of giving i t s  taxpayers an  advantage over those a t  a neigh-
boring county, 

6 )  Assessed valuations should be equalized wi th in  the t e r r i t o r i a l  limits 
of each governmental u n i t  levying a tax,  That is, the  assessed valuations 
should be uniform upon a l l  property with reference  t o  i t s  value, i n  order t h a t  
each owner of property s h a l l  pay h i s  j u s t  share of the  tax, 

Advantages and Disadvantages of the Property Tax 

Because of some fea tu res  of the property tax,  i t  has come i n t o  consider- 
able  d is repute ,  It i s  not always equitably administered. Some c lasses  of 



property,  because of t h e i r  character ,  a r e  able  t o  escape bearing t h e i r  f u l l  
share  of the t a x  b<wden. Increas ing governmental c o s t s  have r e s u l t e d  i n  a 
g r e a t  increase  of the  property t a x  burden t o  t h e  extent  t h a t  property owners 
f e e l  t h a t  they a r e  over-burdened i n  r e l a t i o n  t o  persons owning l i t t l e  o r  no 
property. Property owners f e e l  t h a t  they should na t  pay a l a rge  share o f  
taxes  f o r  some purposes which provide services  t o  people r a t h e r  than t o  
property a s  such, 

These c r i t i c i sms  a r e  a l l  t r u e  i n  varying degrees, However, i t  can be 
s a i d ,  i n  defense of the  property tax ,  t h a t  it a l s o  has redeeming fea tures .  
It has a g rea te r  degree of s t a b i l i t y  than any other  form of taxat ion,  The 
t a x  base can be provided by one adminis t ra t ive  organizat ion ( t h e  county 
government) f o r  t h e  .use of a l Z  u n i t s  of gohrnment , and col lec t ions  can 
be handled by one adminis t ra t ive  organizat ion f o r  t h e  benef i t  of a l l  u n i t s p  
s o  t h a t  each unit doe9 not have t o  provide i t s  own administrat ion.  The 
t a x  l i a b i l i t y  remains urr t i l  paid,  so  t h a t  s e c u r i t y  f o r  governmental borrow- 
i n g  i n  times of economic s t r e s s  is  provided by the procedure of r e g i s t e r i n g  
warrants ,  It a l s o  provides acceptable s e c u r i t y  f o r  borrowing f o r  c a p i t a l  
improvements through the  f l o a t i n g  of bond issues ,  

Most of the c r i t i c i sms  r e f e r r e d  -to above have been recognized and much 
has been done t o  counter them. The increas ing burden of taxes upon property 
owners, a s  Such, has been a l l e v i a t e d  by the  increased use of other forms of 
t a x a t i o n  f o r  many purposes. While the  property taxpayer 's  burden may have 
increased,  i t  has not increased a s  much a s ,  otherwise, i t  might have. Many
c l a s s e s  of property, upon which a n  equi table  property t a x c o u l d  not be 
e f f e c t i v e l y  administered, have been exempted from property taxat ion,  and, 
i n  some cases,  subjected t o  o the r  forms of taxation.  In tangible  personal  
property,  motor vehic les ,  household furnishings  and personal  e f f e c t s  not 
productive of income have been exempted. A t  the  same time, considerable 
progress has been made toward more equi table  adminis t ra t ion  of  the t a x  
upon c l a s s e s  o f  property s t i l l  sub jec t  t o  the  property tax. However, 
t h e r e  i s  much room f o r  f u r t h e r  bprovement, and i t  i s  toward t h a t  goal  t h a t  
t h e  balance of t h i s  r epor t  i s  d i rec ted ,  



NEED FOR STATE-WIDE EQUALIZATION 

State-wide equal iza t ion of property t a x  assessnients is  a necess i ty  f o r  
an equitable sys t& of property t axa t ion  i n  the S t a t e  of Colorado. Great 
emphasis must be placed upon t h i s  because of t h e  widely-held misconception 
t h a t  assess ing property i s  s t r i c t l y  a n  intra-county problem, t h a t  assessed 
valuat ions  need only be equalized within each county. 

Ifhat is  meant by state-wide equal iza t ion?  F i r s t p  equal iza t ion means 
t h a t  the  property of each taxpayer i s  assigned an  assessed valuat ion which 
i s  e i t h e r  i t s  t r u e  cash value o r  a  consistent  f r a c t i o n  of such value,  so t h a t  
when a taxing j u r i s d i c t i o n  app l i es  a m i l l  levy t o  such valuation,  each tax- 
payer pays h i s  f a i r  share of the property t a x  burden, no more and no l e s s ,  
Equalizat ion i s  the  process of adjus t ing assessed valuations so  t h a t  t h e  
assessed valuation assigned t o  each property bears t h e  same r e l a t i o n s h i p  t o  
market value as  t h a t  of every o ther  property, 

Equalizat ion does not mean t h a t  each taxpayer should pay the  same 
d o l l a r  amount i n  property taxes. Obviously, the  owner of a  property worth 
$10,000 should not pay t h e  same amount of property t a x  a s  the  owner of a n  
adjacent property worth $20,000 i n  the  same tax ing  jur isdic t ion.  Instead,  
the  owner of the property worth $10,000 should pay ha l f  a s  much t a x  a s  the  
owner of a property worth $20,000. 

State-wide equa l i za t ion  means the  extension of t h e  process of  equali-
za t ion  t o  include a l l  t h e  property i n  t h e  s t a t e ,  Such equal iza t ion of 
assessed valuations must e x i s t  between each and every property, between 
each and every c l a s s  of property,  and between the  property i n  each and every 
county i n  the  s t a t e .  

There a r e  f i v e  bas ic  reasons why assess ing of property i s  an  i n t e r -  
county problem, and why assessed valuations must be equalized state-wide. 
First,the  Const i tu t ion of the  S t a t e  of Colorado requ i res  a l l  property t o  
be assessed a t  a  uniform valuation. Second, the  s t a t e  l e v i e s  a t a x  upon 
property. Third, the  d i s t r i b u t i o n  of s t a t e  school a i d  t o  l o c a l  school 
d i s t r i c t s  i s  based upon the  r e s u l t s  of t h e  assess ing process. Fourth, 
the re  a re  ninety-three s p e c i a l  d i s t r i c t s  i n  Colorado t h a t  embrace p a r t s ,  
o r  a l l ,  of two o r  more counties. Those d i s t r i c t s  depend on the  property 
t a x  as  the  primary source of revenue. F i f t h ,  a s i g n i f i c a n t  p a r t  of t h e  
assessed valuat ion of a l l  property i n  the  s t a t e  i s  assessed on a r e l a t i v e l y  
uniform bas i s  regardless  of the  county i n  which the  property i s  located,  

The Const i tu t ional  Requirement of Equalizat ion 

The S t a t e  Const i tu t ion i n  Art ic le  X, Section 3, a s  amended i n  19560 
provides t h a t  " A l l  taxes. . .shall  be l ev ied ,  assessed,  and col lec ted  under 
general  l a w s ,  which s h a l l  prescribe such methods and regulat ions a s  s h a l l  
secure jus t  and equalized valuations f o r  assessments of taxes upon a l l  
property, r e a l  and personal ,  located wi th in  the  t e r r i t o r i a l  limits of the  
au thor i ty  levying the  tax. ( ~ n i ~ h a s i ssupplied.  ) 



Under t h e  provisions of t h i s  sec t ion,  the  General Assembly has the  
duty t o  l e g i s l a t e  toward the  end of securing equalized valuat ions  upon a l l  
property located  within the  j u r i s d i c t i o n  of any governmental u n i t  levying 
a t a x ,  from the  sniallest cemetery d i s t r i c t  t o  the  s t a t e  i t s e l f .  

The S t a t e  P r o n e r t ~  Tax 

The S t a t e  of Colorado l ev ied  3,56 m i l l s  on a11 taxable property i n  the  

s t a t e  i n  1957. The revenues from t h a t  levy, approximately $12 mi l l ion ,  


.provided operat ing money f o r  s e v e r a l  s t a t e  educational  i n s t i t u t i o n s  and 
s e v e r a l  s t a t e  departments and a l s o  provided f o r  buildings i n  numerous s t a t e  
i n s t i t u t i o n s  and departments, A l l  property i n  the  s t a t e  must be assessed 
a t  a uniform l e v e l  t o  provide a n  equi table  d i s t r i b u t i o n  of t h i s  tax ,  

If the s t a t e  property t a x  were eliminated, one of the reasons f o r  
state-wide equal iza t ion would be eliminated, The b i g  problem connected wi th  
t h i s  proposal  i s  f inding another source of income t o  replace  the  $12 m i l l i o n  
t h e  s t a t e  i s  now co l l ec t ing  from t h e  property tax .  However, t h e  e l iminat ion 
of t h e  s t a t e  property t a x  w i l l  not e l iminate  the  necess i ty  f o r  state-wide 
equal iza t ion,  

D i s t r i b u t i n g  S t a t e  School Aid 

The property t a x  i s  t h e  backbone of the  revenue s t r u c t u r e  of the  publ ic  
school system. S t a t e  a i d  t o  education was prompted by two things:  1 )  t h e  
necess i ty  of guaranteeing each school age youlzgster equal  opportunity t o  secure  
an  education i n  those school d i s t r i c t s  not having s u f f i c i e n t  resources from 
the  proper ty  t a x  t o  provide t h a t  equal  opportunity; and 2 )  an e f f o r t  t o  re-  
l i e v e  the  property taxpayers i n  a l l  school d i s t r i c t s  from some of the  burden 
of educat ional  cos ts  by d i s t r i b u t i n g  revenue derived mainly from t h e  income 
t a x  t o  l o c a l  school d i s t r i c t s ,  

A bas ic  p a r t  of the  present  system of d i s t r i b u t i n g  s t a t e  school a i d  is  
t h e  requirement t h a t  each county levy a t a x  of 1 2  m i l l s  upon i t s  assessed 
valuation.  Therefore, equ i t ab le  d i s t r i b u t i o n  of t h i s  p a r t i c u l a r  t a x  requ i res  
t h a t  a l l  property i n  the s t a t e  must be assessed a t  a uniform leve l ,  

A s  long as  the  property t a x  remains a s  the  major source of revenue f o r  

schools, and school d i s t r i c t s  a r e  required t o  make a n  e f f o r t  l o c a l l y  t o  

support t h e i r  school systems from the  property t ax ,  then it i s  doubtful  t h a t  

the  proper ty  t a x  f a c t o r  can be el iminated from t h e  s t a t e  school a i d  formula, 


Inter-County Specia l  D i s t r i c t s  

Numerous jo in t  d i s t r i c t s  have been created i n  Colorado f o r  the  performance 
of var ious  governmental functions. Table I2 below, shows t h e  types of jo in t  
d i s t r i c t s ,  t h e  number i n  Colorado, the  assessed valuat ions  of the  d i s t r i c t s  
and the  tax d o l l a r s  col lec ted  from the  taxpayers i n  these  d i s t r i c t s ,  Chart I, 
page 17, i l l u s t r a t e s  graphical ly  t h e  extent  of the  in te r lock ing  re la t ionsh ips  
of these  d i s t r i c t s ,  



-- 

D p e s  and Number of J o i n t  ( Inter-County) Taxing D i s t r i c t s ,  1957 

( c )  	 (D) (E) (0 
Jo in t  D i s t r i c t s  	 ( A )  ( B )  Valuation Tax Revenue % -Mills 

School 
C i t i e s  
Water Cons ervancyjt 
Water Conservation 
F i r e  Protec t ion 
San i t a t ion  
Cemetery 
Recreation 
Moffat Tunnel Impt. 

To ta l  f o r  J o i n t  D i s t r i c t s  93 51  $2,192,554,396 $4,567,462.93 2.8 2.08 

( A )  Number of d i s t r i c t s  
(B)  Number of counties involved, i n  a l l  o r  i n  p a r t  
(C) Amount of assessed va lua t ion  within d i s t r i c t s  
(D) Amount of taxes  l ev ied  by d i s t r i c t s  
(E) Percentage of t o t a l  property t a x  revenue f o r  a l l  purposes 
(F) Average m i l l  l evy 

4f 	 A new water conservancy d i s t r i c t  organized i n  1958 increases the  t o t a l  
number of d i s t r i c t s  t o  94, the  nuniber of counties involved t o  53, 

Each d i s t r i c t  i s  composed of a l l ,  o r  pa r t ,  of two o r  more counties and 
l e v i e s  a t a x  on a l l  t h e  taxable property wi th in  i t s  boundaries regardless  of 
county l ines .  The water conservancy, water conservation, and Moffat Tunnel 
Improvement d i s t r i c t s  a r e  more extensive,  inc luding a l l  or  p a r t  of s e v e r a l  
counties, The Colorado River Water Conservation D i s t r i c t  includes a l l  o r  
p a r t  of t h i r t e e n  counties,  and the  Moffat Tunnel Improvement D i s t r i c t  includes 
a l l  or  p a r t  of nine cotinties, 

To i l l u s t r a t e  the'  extent  of these jo in t  d i s t r i c t s ,  only twelve counties 
i n  the  s t a t e  have no jo in t  l e v i e s ,  Two counties a r e  subject  t o  eleven 
d i f f e r e n t  jo in t  d i s t r i c t  l e v i e s ,  The average number per county i s  5,7, 

Assessed valuat ions  must be equalized wi th in  each of the  ninety-three 
jo in t  d i s t r i c t s  which now ex i s t .  I n  order f o r  t h i s  t o  be accomplished, the  
assessed valuations wi th in  each county which forms a p a r t  of a given d i s t r i c t  
must be equalized, one county with another. Consequently, the  assessed 
valuations i n  the  g rea t  majori ty o f  counties of the  s t a t e  must be equalized a t  
a uniform level ,  

The primary requirement t h a t  valuations wi th in  each county must be equal-
ized prevents the  use of piece-meal equal iza t ion of j o i n t  d i s t r i c t  va luat ions ,  





A given county cannot equalize a por t ion  of i t s  assessed v a l ~ i a t i o n  a t  
one l e v e l  with a neighboring county t o  the  e a s t  because of a jo in t  school 
d i s t r i c t ,  a t  another l e v e l  with a neighbor t o  the north because of a f i r e  
p ro tec t ion  d i s t r i c t ,  a t  another l e v e l  with a neighbor t o  the west because 
of a  water conservancy d i s t r i c t ,  a t  another l e v e l  with a neighbor t o  the  
south because of a  s a n i t a t i o n  d i s t r i c t ,  and a t  s t i l l  another l e v e l  i n  
those  port ions of the  county t h a t  a r e  wi th in  no j o i n t  d i s t r i c t ,  

The j o i n t - d i s t r i c t  f a c t o r  i n  equal iza t ion cannot, l i k e  the  s t a t e  and 
public school l e v i e s ,  be side-stepped, This coniplex of d i s t r i c t s  i s  too 
f i rmly established t o  be el iminated or even reduced. It i s  ac tua l ly  be- 
coming more extensive and more complex each year ,  The reorganizat ion of 
school d i s t r i c t s ,  now i n  progress, may reduce t h e  number of j o i n t  school 
d i s t r i c t s  through consolidatio'n, but i s  l i k e l y  t o  add more t e r r i t o r y  t o  
t h a t  already wi th in  j o i n t  school d i s t r i c t s .  New water  conservancy dis-  
t r i c t s ,  usual ly  inter-county i n  extent ,  a r e  being formed each year. Other 
types of s p e c i a l  improvement d i s t r i c t s  a r e  being formed i n  l a rge  numbers, 
same of them invar iably  extending beyond the  limits of a s i n g l e  county, 

The question i s  sometimes ra i sed  a s  t o  whether these  jo in t  l ev ies  a r e  
su f f i c ien t ly '  l a rge  t o  be of great  concern t o  t h e  taxpayer. It i s  argued 
t h a t  the  main concern should be the  equal iza t ion of valuations within 
each county, a s  a  separa te  e n t i t y ,  without concern f o r  t h e d f e c t  of j o i n t  
l e v i e s ,  While some of t h e  jo in t  l e v i e s  w e  very smal l  and considerable 
property i n  the  s t a t e  i s  not  subject  t o  any j o i n t - d i s t r i c t  l e v i e s ,  the 
cumulative e f f e c t  on a l a r g e  p a r t  of the  property i n  t h e  s t a t e  i s  substan-
t i a l ,  The following i l l u s t r a t i o n s  demonstrate t h e  importance of t h i s  
problem, 

County ItAt1  assesses  property a t  50 per cent  of f u l l  cash value and 
CountyItBlt assesses property a t  25 per cent of f u l l  cash value, Take two 
proper t i e s  i n  each county of equal  value. One property is  a $20,000 r e s i -  
dence, and the  o the r  i s  a farm worth $100,000. 

I n  County "A", t h e  $20,000 home is  assessed a t  $10,000, and the farm 
a t  $50,000. I n  County flB", t h e  $20,000 home i s  assessed a t  $5,000, and the  
farm a t  $25,000. The r e l a t i v e  t a x  burden f o r  t h e  two types of p roper t i e s  
i n  each county is  shown i n  t h e  t ab le  below. The m i l l  l ev ies  a r e  i d e n t i c a l  
s ince  the  proper t ies  a r e  located  i n  the  same t h r e e  jo in t  d i s t r i c t s ,  although 
i n  d i f f e r e n t  counties. 

Home Worth $20,000 

County County ItBtt 
M i 1 1  Assessed Amt,bf Tax Assessed Amtoof Tax 

Tax- -h v y  Valuation In  Dol lars  Valuation I n  Dol lars  Difference 

Joint  Sch. 15,70 $10,000 $157.00 $5,000 $78.50 $78.50 
F i r e  Prot, 1,07 10.7'0 5.35 5,35 
Water Cons. 1,50 

Tota l  18,27 



c0,&f "'B1]! 
County "A"- xSsessed P S R ~ O O ~Tax Difference 

xssessed ArntoofD o n a l r  valuat ion 

T a x  

Jo int  Sch. 15.70 

alulf ion- in 

$50,000 $785000 $25,000 

$392 050 
26.75 

F i r e  Prot .  
Water Cons. 

1.07 
1.50 

53,50
75 ,OO 

T o t a l  18.27 $-

The homeowner i n  County "A'!, l i v v l g  i n  the suns jo in t  d i s t r i c t s  
a s  his counterpart i n  County "B"\, i s  paying twice as much i n  
property taxes t o  t h e  jo in t  d i s t r i c t s ,  d e s p i t e  t h e  f a c t  t h e i r  
homes a r e  of equal cash valueo The same i s  t r u e  f o r  the  farmer 
i n  County "!A". 

Need for Equalizat ion Among Classes of property 

The 1958 s a l e s  r a t i o  study1 ind ica tes  there i s  considerable variation 
i n  the  assessment levels of most r e a l  proper ty  which ' i s  assessed by county 
assessors.  However, t h e r e  a r e  severa l  o the r  c lasses  of property which are 
assessed a t  a comparatively uniform l e v e l  throughout the  s t a t e ,  in spite 
of the  lack of uniformity i n  assessments on r e a l  property. They are: 

1) 	public u t i l i t y  property, such a s  r a i l r o a d s ,  telephone and telegraph 
companies and e l e c t r i c  power companies, which a r e  assessed by t h e  t a x  com-
mission on a uniform b a s i s  f o r  each company, without  regard t o  location.  
While the  valuat ion of such a company is  d i s t r i b u t e d  among the  count ies  in 
which it has property according t o  one of s e v e r a l  s t a t u t o r y  formulaso 
which may have no r e l a t i o n s h i p  t o  the  value of the  property actually present 
i n  each county, the  propor t ion of assessed valrration d i s t r i b u t e d  t o  each 
county i s  not adjusted t o  the  l e v e l  of assessment maintained by the  county 
assessor  on other  r e a l  property. 

2 )  Producing metal mines which a r e  assessed according t o  a s t a t u t o r y  
formula, the assessed valuat ion being based on the  preceding y e a r ' s  value 
of  mine, o r  t o  the  l o c a l  l e v e l  of assessments on o the r  r e a l  property. 
Producing o i l  and gas wells a r e  assessed according t o  a s imi la r  formula 
agreed upon by the  assessors  concerned and the  t a x  comnlission. 

3 )  Stoclts of merchandise which, by tax commission policy, a r e  assessed 
a t  50 per cent  of t h e i r  average wholesale value. 

While i t  cannot be sa idt h a t  a l l  s tocks  of merchandise a r e  assessed uniformly, such l ack  of uniformity 

1. 	 See Colorado Legis la t ive  Council Research Publicat ion No. 27, 
Sales Ratio Study, Par t  One. 



as e*sts i s  due to  varying d e p e e s  of e f f i c i e n v  i n  dete-ning the 
average ~ h o l e r r l e  value of t h e  mrchandise ,  r a the r  than t o  variations 
i n  l o c a l  assessnleni policjr. 

4, ? l l * ~ a s  of l ives tork  Mich,  w i th  very few m e g f i o n s ,
assessed a t  a ~ n i f o r mvaluation per herd according t o  c lass  as recornendad 
by the tax commission. me resulting valuat ions  arc not  adjusted from 
C O W ~ Yt o  county t o  coflorm t o  l eve ls  o f  assessn~ent  of other l o c a l l y  assessed 
property, 

Because of the comparative uniformity of assessnlents on these particu-
l a r  classers of property,  equalization o f  assessed valuations, even within 
the  boundaries of one county, cannot be achieved without state-wide equal-
iza t ion  o f  assessments anong a l l  c l a s s e s  o f  property. This p o i n t  m y  be 
i l lus t ra ted  by talring the  classes of property wi th in  one county and examining 
the  results of a change i n  the  l eve l  of assessment fo r  l o c a l b  assessed 

rea l  property, and the  consequent s h i f t  of tax burden among these classes 
of  property. 

The assessed valuat ion  of a hypothet ica l  county i s  made up as .follows: 

Assessed Valuation 
Real Real 
Property 
Assessed 

Property 
Assessed 

Classes of Property 
Public Utility Property 
Producing Mines 
Livestock 

a t  30% 
$ 2,000,000 

3,000,000 
900,000 

1,~ O O ~ O O O  

a t  20% 
$ 2,000,000 

3,000,000 
900,000 

1,100,000 

Merchandise 
Other Real Proper1;y 

For simplicity,  i t  i s  assumed tha t  there are no other c lasses  of  
property i n  the county than those l i s t ed .  I n  the f i r s t  column under 
llassessedv a l ~ a t i o n " ~are  shown the assessed valuations of the  various 
c lasses  of property when assessnents of locally-assessed real property, 
o ther  than producing nines, are  a t  an average of 30% of market value. 
I n  the  second colmm are shown t h e  assessed valuations a f t e r  the assess-
ments of r e a l  property are reduced t o  an average of 20% of market value. 
Note t h a t  t h i s  change of assessment p o l i y  has produced a reduction of  
$10,000,000 i n  the  t o t a l  assessed v a l u a t i o ~ lo f  the  co iu~ tywithout affect-
ing the  assessed valuations of the first four c lasses  of property. 



The various t a x  l e v i e s  and the amoullt of taxes levied ,  i n  each 

case,  i s  a s  follows: 


Real l'ropert~. Assessed a t  
30% ---

20% 
M i l l  Taxes i n  M i l l  Taxes i n  Purpose of Tax 

S t a t e  Levy Dol lars  Levy Dolla,rs 


County Public School Fund 
3.56 $ 131,720 3 3 6  $ 96,120


12.00 444,000 12,OO 324.000
County 10,OO 370,000

Schoo.l.s, Special  Fund 


Tota l  


For purposes of t h i s  i l l u s t r a t i o n ,  i t  i s  assumed t h a t  t h e r e  i s  i n  t h i s  
county a s i n g l e  school d i s t r i c t ,  and l e v i e s  of towns, c i t i e s  and s p e c i a l  
d i s t r i c t s ,  which apply t o  only a por t ion  o f  the  va lua t ion  a r e  omitted. 
Note t h a t  the s t a t e  levy which i s  es tabl ished by the  s t a t e  board o f  equal i  
za t ion  and the  county publ ic  school fund levy which i s  s e t  by s t a t u t e  rema 
unchanged, producing a smaller  amount of t a x  d o l l a r s  with a lower t o t a l  
valuation,  Since the  county and s p e c i a l  school fund l e v i e s  a r e  s e t  t o  
raise speci f ied  sms of money, the m i l l  l ev ies  a r e  increased t o  produce 
a p p r o x h a t e b  the  same amount of t a x  d o l l a r s  on a lower t a x  base. 

On the bas is  of the assessed valuations. shown i n  t h e  preceding para- 
graph and the  taxes levied, each of  the  groups of taxpayers would, i n  each 
case, pay the following propor t ion of  the  t o t a l  t a x  burden: 

Real Property Assessed a t  
30% 2% 

Taxes.- - i n- Proportion of- - Taxes i n  Proport ion of -

Class of Property Dol lars  ~ o t a lTax Bill Dol-lars Tota l  Tax Bill 
Public U t i l i t i e s  . $ 91.120 5,4% $ 113,320 7,4$ 
Producing Mines 
Lives toclc 
Merchandise 
Other Real  Property 

Totals  

Note t h a t  t h e  owners of o ther  r e a l  property, r ece iv ing  a reduct ion of 
one-third i n  assessed valuation,  would, i n  consequency, b e n e f i t  by a decrease 
i n  t a x  burden i n  the  amount of $233,600. On the  o the r  hand, the  owners of 

the  o the r  four  c lasses  of property,  having no change i n  assessed valuation,  
would, never theless ,  pay 24 per  cent  more i n  taxes,  a n  a d d i t i o n a l  $78,000. 
The t o t a l  t a x  burden i n  the  county was decreased by $155,900, but on ly  
the owners of r e a l  property benef i ted  from such reduct ion,  while the  bur-
den of the  o the rs  was increased,  

O f  t h e  t o t a l  decrease of $155,900 i n  t axes ,  $35,600 represents  the  l o s s  
t o  the  s t a t e  from the  s t a t e  levy of 3.56 m i l l s  r e s u l t i n g  from t h e  decrease 
o f  t o t a l  assessed va lua t ion  of the  county, Of course, i f  t h e r e  were a 



s ign i f i c an t  decrease in the t o t a l  assessed valuation of the  s tate,  the 
s t a t e  m i l l  levy would be increased, but the $10,000,000 decrease i n  t h i s  
county, by i t s e l f ,  would have no a f f ec t  on the  s t a t e  levy. The remaining 
reduction of  $120,000 i s  last  t o  the county public school fund, and must 
be made up by an increased amount of  s t a t e  a i d  f o r  education. Since the  
General Assembly appropr ia tes  the  amoul~tof  money necessary t o  pay the sta 
aid, this places a ce i l i ng  on t h e  t o t a l  amoul~tof s t a t e  aid f o r  the  en t i re  
state. Dis t r ibu t ion  of a greater amount t o  t h i s  county means t ha t  o ther  
count ies  w i l l  receive less. 

Conclusions 

1) The Sta te  Const i tu t ion requires tha t  the General Assembly prescribe 
by l a w  methods of assessment t h a t  w i l l  secure  just  and equalized assessments 
throughout the  s ta te  and wi thin  t he  jur isdict ion of each unit  of government 
levying a tax, 

2) The complex inter-relation of un i t s  of government which levy taxes 

makes i t  essent ial  t h a t  equal iza t ion of assessed valuations be on a,state.-

wide basis, as well a s  within each individual county.. 


3 )  All f ac to r s  which contribute t o  t h e  need f o r  state-wide equaliza-

tion cannot be eliminated, 


4 )  State-wide equal iza t ion cannot be accomplished merely by cooperation 
among counQ assessors, 

5) Adjustment of l e v i e s  t o  compensate for lack of  equalization among 
counties, sometimes suggested as a solution, w i l l  not solve the over-all 
problem o f  equalization, because of  the need f o r  equal izat ion among classes 
o f  property within each county. 



kIETtJODS OF ASSESSlqiENT OF i T O YERTY IN GENERAL 

Proper ty ,  Taxable and Exempt 

lhe f i r s t  problem encountered i n  the  assessment of proper ty  is  t h a t  of 
de termining  what proper ty  is taxable  and, t h e r e f o r e ,  s u b j e c t  t o  assessment.  
Proper ty  may be d e f i n e d  as any th ing  which i s  owned, anything of  va lue  of 
which a person, pa r tne r sh ip ,  a s s o c i a t i o n ,  company o r  co rpora t ion  has t h e  
right of possess ion  and use .  Ahything which i s  proper ty  and which i s  not 
s p e c i f i c a l l y  exempted from t a x a t i o n  by law is  taxable .  

Proper ty  has been exempted from t a x a t i o n  by the  Cons t i tu t ion  and laws 
of t h e  United S t a t e s ,  and t h e  C o n s t i t u t i o n  and s t a t u t e s  of t h e  S ta t e  of 
Colorado. Such exemptions f a l l  i n t o  th ree  main types: (1)those which are  
based upon t h e  ownership of t h e  proper ty ;  ( 2 )  those which are based upon 
the  na tu re  of the  proper ty ;  and ( 3 )  those  which a r e  based upon the use-of 
the proper ty .  

Exemptions based upon the  ownership of t h e  proper  . General ly,  all 
proper ty  owned by the f e d e r a l  government i s  exempt. This exemption r e s t s  
upon t h e  Cons t i tu t ion  and laws of t h e  United S t a t e s .  I n  the  case  o f  Colo-
rado, i t  i s  reaffirmed i n  the  Enabling Act which au thor i zed  the  People of 
Colorado t o  w r i t e  a Cons t i tu t ion  and c r e a t e  a s t a t e  government. Sec t ion  
4 of t h e  Enabling Act  provides t h a t  no t axes  s h a l l  be imposed by the  s t a t e  
on lands  o r  property t h e r e i n  belonging t o ,  o r  which may h e r e a f t e r  be 
purchased by the  United States." This p r i n c i p l e  i s  so f i r m l y  e s t a b l i s h e d  
t h a t  no r e fe rence  i s  made t o  i t  i n  e i t h e r  t he  Cons t i tu t ion  o r  s t a t u t e s  of  
t he  S t a t e  of Colorado. 

Other exemptions based upon ownership a re :  p rope r ty  owned by t h e  
s t a t e ,  c o u n t i e s ,  c i t i e s ,  towns, school  d i s t r i c t s ,  o t h e r  municipal  corpora- 
t i o n s  and pub l i c  l i b r a r i e s  ;l and pe r sona l  property of banks .2 Property 
belonging t o  county f a i r  a s s o c i a t i o n s  i s ,  i n  e f f e c t ,  exempt f rom taxa t ion .  
There i s  no s p e c i f i c  exemption o f  t h i s  proper ty  by law, and no bas i s  f o r  
such exemption in the ~ o n s t i t u t i o r i .  I l m v c r ,  the 13.1~3provides that any 
t axes  imposed upon such property s h a l l  be abated o r  refunded each yea r ,  

1, 	 S t a t e  Cons., A r t ,  X ,  Sec. 4. 
2. 	 Authorized by S t a t e  Cons., A r t .  X ,  Set. 17; implemented by C.R.S., 

1953, S,C. 138-1-6; Set. 38-1-23. 
3. 	 C.R.S., 1953, Sec, 137-12-6. 



..I-- F x e m ~ t i o n sbased upon t h e  na tu r e  of t h e  p rope r ty  i nc lude  household 
f u r n i s h i n g s  and  pe r$ona l  e f f e c t s  which a r e  not  used f o r  t h e  p roduc t ion  of 
income a t  any time ;" intangib1.e persona l  and motor v e h i c l e s ,  
t r a i l e r s ,  and s e m i - t r a i l e r s ,  cxcept those  "in p r o c e s s  o f  manufacture ,  o r  
h e l d  i n  s t o r ago ,  ox' which c o n s t i t u t e  t h e  stoclr o f  manufac ture rs ,  o r  d i s -  
t r i b u t o r s  thereof  o r  o f  dea le r s  t h e r e i n " ?  

Household f u r n i s h i n g s ,  by s t a t u t o r y  d e f i n i t i o n ,  i n c  lude It p e r s o n a l  
p r o p e r t y  i n  r e s i d e n t i a l  b u i l d i n g s  and s t r u c t u r e s ,  excep t  f i x t u r e s " .  
Pe r sona l  e f f e c t s  i n c l u d e  "such t a n g i b l e  p e r s o n a l  p rope r ty  a s  i s ,  o r  may 
be, worn o r  c a r r i e d  on o r  abou t  t h e  person ,  and such a r t i c l e s  as  a r e  
u s u a l l y  a s s o c i a t e d  ~ r i t h  the  person".  ' h e  term " f i x t u r e s t 1 ,  a s  used i n  the 
d e f i n i t i o n  of  household f u r n i s h i n g s  " inc ludes  t h o s e  a r t i c l e s ,  which a l though  
once movable c h a t t e l s ,  have become a n  acces so ry  t o  and a p a r t  of r e a l  e s t a t e  
by having been phys ica l - ly  annexed o r  a f f i x e d  t h e r e t o  ."'l 

I n t a n g i b l e  pe r sona l ,  p r o p e r t y ,  de f ined  a s  i n c l u d i n g  " r i g h t s ,  c r e d i t s ,  
f r a n c h i s e s ,  s p e c i a l  p r i v i l e g e s  a nd spec i a 1advantages  a t  tendant  upon o r  
d e r i v a b l e  from c o n t r a c t  r i g h t s  having a  va lue  o f  themselves f o r  t h e  purpose 
of income o r  sale, o r  i n  connoc-tion with  o the r  p roper ty"  ,8 were exempted 
from proper ty  t a x a t i o n  w i t h  t h e  a d o p t i o n  of the s t a t e  income t a x .  One 
excep t ion  t o  t h i s  exemption i s  t h a t  i t  s h a l l  no t  "be cons t rued  t o  r e p e a l ,  
o r  i n  any way a f f e c t ,  t h e  use  o r  i n c l u s i o n  of i n t a n g i b l e  p rope r ty  as a 
f a c t o r  i n  a r r i v i n g  a t  t he  v a l u a t i o n  of  pub l i c  u t i l i t y  p r o p e r t y  a s s e s s e d  by 
t h e  t a x  

Ekemptions based upon the  use  of  p r o p e r t y  include prope r ty ,  r e a l  and 
p e r s o n a l ,  used I1 so l e ly and exc lu s ive ly"  f o r  r e l i g i o u s  worship,  f o r  s choo l s ,  
o t h e r  t han  s choo l s  h e l d  o r  conducted f o r  p r i v a t e  o r  co rpo ra t e  p r o f i t ,  and 
f o r  I t s t r i c t l y  c h a r i t a b l e  pur oses l ' ,  and ceme te r i e s  not  used o r  h e l d  f o r  
p r i v a t e  o r  co rpo ra t e  p r o f i t .  'i0 

Exemptions based upon na tu re ,  ownership and use  of p roper ty .  The l a w  
p rov ides  t h a t  d i t c h e s ,  c a n a l s  and flumes owned and used by i n d i v i d u a l s  o r  
c o r p o r a t i o n s  f o r  i r r i g a t i n g  l and  owned by such i n d i v i d u a l s  o r  c o r p o r a t i o n s ,  
o r  t h e  i l d i v i d u a l  members t h e r e o f ,  s h a l l  n o t  be s e p a r a t e l y  taxfl as long  
as  t h e y  s h a l l  be owned and used e x c l u s i v e l y  f o r  such purposes.  

Authorized by S t a t e  Cons., Art. X ,  Set. 3;  implemented by C.R.S., 
1953, S,C. 137-12-3. 
Authorized by S ta te  Cons., A r t .  X ,  S,c. 17 ;  implemented by C.R.S., 
1953, Sec. 138-1-48, and 137-12-3. 
S t a t e  Cons., A r t .  X ,  Sec.  6. 
C.R.S. ,  1953,  Sec,  137-12-2. 
C . H . S , ,  1953,  S e c ,  137-1202. 
C.R.S., 1953, Sec. 138-1-45. 
S t a t e  Cons., A r t .  X ,  Set. 5; C.R.S., 1953,  Sec. 137-12-3. 
S t a t e  Cons., A r t .  X ,  Sec. 3 .  



l ' a r t i a l  o r  exemptions.t e ~ l o o r a ~ r  
i t  i s  e r e c t e d ,  owned by 

-.- A residence,  and t h e  land upon which 
a ahliuch, o r  synagogue o rgan iza t ion ,  w h i l e  used 

s o l e l y  and exclusively a s  a residence by a min i s t e r ,  p reacher ,  p r i e s t  o r  
r a b b i  a c t u a l l y  serv ing  the o rgan iza t ion  as  sucQ2is exempt t o  t h e  ex tent  of 
a n  a s ses sed  v a l u a t i o n  of s i x  thousand d o l l a r s .  

lfThc i nc rease  i n  value o f  p r i v a t e  lands  caused by t h e  p l an t ing  of  t r e e s  
s h a l l  not be taken i n t o  account i n  va lu ing  such l a n d s  f o r  t a x a t i o n  f o r  a 
pe r iod  of  thirty y e a r s  from the  d a t e  of p lan t ing  un le s s  p r i o r  t o  t h e  expira-
t i o n  of t h i r t y  yea r s ,  aps of such t r e e s  s h a l l  bacoine s u f f i c i e n t l y  mature as  
t o  be of  economic use." 

C l a s s i f i c a t i o n  of Proper ty  f o r  Taxation 

The assessment of  proper ty  i s  a  complex problem because the  proper ty  
which is assessed is so v a r i e d  i n  na ture .  D i f f e r e n t  types o f  proper ty ,  by 
t h e i r  na ture ,  require d i f f e r e n t  methods of assessment.  Therefore,  the first 
s t e p  i n  assessing proper ty ,  or i n  s tudying  the  assessment of proper ty ,  i s  t o  
c l a s s i f y  t h e  proper ty  according t o  the c h a r a c t e r i s  t i c s  which determine t h e  
methods which a r e  t o  be used, For  t h i s  purpose the law classifies prope r ty  
i n t o  the  two broad c l a s s e s  of r e a l  e s t a t e ,  i nc lud ing  land and improvements 
on l and ,  and personal  p rope r ty ,  and recognizes  the sepa ra t e  assessment as a 
c l a s s  of  p rope r ty ,  the p rope r ty ,  both r e a l  and pe r sona l ,  belonging t o  publ ic  
u t i l i t y  co rpora t ions .  

The t a x  commission i s  au thor i zed  by law 20 c l a s s i f y  proper ty  f o r  
purposes of assessment w i t h i n  these  broad ca t egor i e s .  The comnission, i n  
1958, prescribed eighty-eigh t d i f f e r e n t  c l a s s i f i c a t i o n s  : twenty-two classi-
f i c a t i o n s  of l and ,  e i g h t  of  improvements, f o r t y - f i v e  of pe r sona l  proper ty ,  
and thirteen of pub l i c  u t i l i t i e s ,  For the  purpose of  d i scuss ing  methods of 
assessment i n  ensuing chapters, prope r ty  has been d iv ided  i n t o  the fo l lowing 
broad c l a s s e s  , somewhat d i f f e r e n t  t han  t h e  c l a s s i f i c a t i o n s  prescr ibed  by 
t h e  tax commission, each of which c o n s t i t u t e s  a s e p a r a t e  problem i n  assess-
ment methods: 1) a g r i c u l t u r a l  l and ,  2 )  e x t r a c t i v e  land, 3 )  situs l and ,  
4 )  improvements, 5)  personal  p rope r ty ,  and 6 )  pub l i c  u t i l i t i e s .  

The f i r s t  three a r e  land c l a s s i f i c a t i o n s  based upon t h e  type of use 
from which v a l u e  i s  derived. A g r i c u l t u r a l  land i s  t h a t  land which i s  used-
f o r  t h e  product ion o f  a g r i c u l t u r a l  products  o r  the  grazing of l i v e s t o c k ,  
o r  i s  held p r i n c i p a l l y  f o r  such use ,  and which derives i t s  value from i t s  
c a p a b i l i t y  f o r  producing a g r i c u l t u r a l  products  o r  grazing of l i ves tock .  
E x t r a c t i v e  land i s  t h a t  l a n d ,  i nc lud ing  mineral i n t e r e s t s ,  which derives-
i t s  value from the e x t r a c t i o n  o r  removal of  an i r r e p l a c e a b l e  p o r t i o n  of 
t he  land i t s e l f ,  o r  a product  of t he  l and ,  such as t imber,  which requires 
many years f o r  replacement.  -- a l l  land which is n e i t h e rS i t u s  l a n d  inc1ud .e~  



-- 

--- 

a g r i c u l t u r a l  nor e x t r a c t i v e .  It de r ives  i t s  va lue  from the  use o f  i t s  
s u r f a c e  a s  t h e  s i t e  f o r  bui ld ings  not  a g r i c u l t u r a l  o r  e x t r a c t i v e  i n  use ,  
o r  as tho s i t e  of a  non-agr icu l tura l  or non-extract ive a c t i v i t y ,  such as 
commercial, i n d u s t r i a l ,  r e s i d e n t i a l ,  o r  r e c r e a t i o n a l .  

Improvements on land c o n s i s t s  mainly of  buildings e rec ted  upon the  

land ,  


Personal  proper ty  i s  a broad c l a s s  c o n s i s t i n g  of a l l  p roper ty  not 
included i n  the  c l a s s e s  o f  land o r  improvements, and cha rac te r i zed  p r i -  
mar i ly  by mobil i ty .  This  c l a s s ,  f o r  purposes of d i s c u s s i n g  assessment 
methods, i s  d iv ided  i n t o  t h e  sub-classes o f  l i v e s t o c k ,  merchandise and 
manufactures,  and a l l  o t h e r  pe r sona l  property,  

The c l a s s  of p u b l i , ~  u t i l i t i e s ,  such as  r a i l r o a d s ,  e l e c t r i c  power 
companies, telephone and t e l eg raph  companies, car l i n e  companies, a i r -
l i n e s ,  and p ipe  l i n e  companies, inc ludes  l and ,  improvements and personal  
p rope r ty  of t he  u t i l i t y  compallies. 

Standard of Assessment 

A problem ~ f h i c h  r e l a t e s  t o  t h o  assessment of  a l l  t axable  p rope r ty  is 
t h a t  of t he  s t anda rd  of assessment irhich should be used. b r e  s p e c i f i c a l l y ,  
should assessments be based upon: 1 )  f u l l  va lue ;  2 )  a  prescr ibed  f r a c t i o n  
of f u l l  value; 3 )  t he  l e v e l  of v a l u e  e x i s t i n g  in a s p e c i f i c  year  o r  yea r s ;  
o r  4 )  a f r a c t i o n  of such l e v e l ?  Should such standard of assessment be 
prescr ibed  by t he  Cons t i tu t ion ,  prescribed by s t a t u t e ,  o r  l e f t  t o  a,dmin-
i s t r a t i v e  de terminat ion?  

C o n s t i t u t i o n a l  Provis ion .  The S t a t e  C o n s t i t u t i o n  r e q u i r e s  t h a t  " t h e  
s t a t e  board of e q u a l i z a t i o n  and the county board of e q u a l i z a t i o n  s h a l l  
equa l i ze  t o  t h e  end tha a l l  t axab le  proper ty  i n  t h e  s t a t e  s h a l l  be assessed 
a t  i t s  f u l l  cash va lue  ?' 14 

(Emphasis 

S t a t u t o r y  Provision.  The s t a t u t e s  o f  Colorado adhere t o  t h e  " f u l l  cash  
va lue tq  s tandard prescr ibed  by the  c o n s t i t u t i . ~  n. They r e q u i r e  the county 
a s s e s s o r  t o  subscr ibe ,  i n  person,  t o  t h e  s tatement  that  he has assessed  t h e  
t axab le  proper ty  i n  his county " a t  the  t r u e  and f u l l  cash va lue  t h o r ~ o f . ~ l ~  
They r e q u i r e  t h e  t a x  commission t o  l lexercise supe rv i s ion  over t h e  county 
a s ses so r s t '  and o t h e r s  " t o  the  end t h a t  a l l  assessment  of proper ty  real ,  
per sona l ,  and mixed, be made r e l a t i v e l y  j u s t  and uniform and a t  i t s  t r u e  
and f u l l  cash va lueu  and t o  r e q u i r e  them " t o  a s s e s s  a l l  property of every 
kind o r  charac ter  a t  i t s  a c t u a l  and f u l l  cash va lue  ."16 The " f u l l  cash valuew 
requirement i s  repeated with r e fe rence  t o  ihe d u t i e s  o f  t h e  t a x  commission 

1 .  S t a t e  Cons., Art. X ,  S,c. 15. 

1 C.R.S. 1953, Set, 137-3-40. 

16 ,  C.R.S. 1953, Set. 137-6-12. 




i n  r e p o r t i n g  t o  the s t a t e  board of e q u a l i z a t i o n  and t h e  d u t i e s  of t h e  s t a t e  
board of e q u a l i z a t i o n  i n  equa l i z ing  the  assess~nent  of t h e  s t a t e .  17 

The law s t a t e s  t h a t  " I n  determining the  t r u e  value of t a x a b l e  p rope r ty ,  
except  a s  otherwise provided i n  t h i s  chapter ,  t h e  market value s h a l l  be t h e  
guide.  A s  t o  a l l  c l a s s e s  o r  items of  property i n  r e s p e c t  t o  which it cannot 
be f a i r l y  s a i d  to have a market va lue ,  t he  p r i ce  i t  would b r ing  a t  a f a i r  
v o l u n t a r y  s a l e  the reo f ,  t he  va lue  of the  use t h e r e o f ,  and the  c a p a b i l i t y  o f  
use ,  t oge the r  wi th  any o t h e r  j u s t  method of de terminat ion ,  may be considered 
by the  a s s e s s o r .  I n  determining t h e  value of t a x a b l e  p rope r ty  i n  this s t a t e  
of  co rpora t ions ,  f o r e i g n  and domest ic ,  t h e  value of t h e  c a p i t a l  s tock and 
bonds of each corpora t ion  s h a l l  be received and considered,  and s h a l l  be 
competent evidence of  the va lue  of t h e  e n t i r e  p l a n t  of such corpora t ion ,  
but any  and a l l  o t h e r  evidence of the  f u l l  and t r u e  cash  va lue  o f  s a id  
p rope r ty ,  both t ang ib le  and i n t a n g i b l e ,  s h a l l  be rece ived  and considered i n  
a r r i v i n g  a t  t he  va lue  of the e n t i r e  p l a n t  of such corporation."18 

"If the re  i s  no market va lue  of t he  s t o c k ,  t hen  what it would bring a t  
a f a i r  vo lun ta ry  s a l e ,  the va lue  o f  the use of tho p rope r ty  and the  c a p a b i l i t y  
of u se  s h a l l  be considered,  w i t h  o t h e r  evidence. If n e i t h e r  of the  fo rego ing  
methods a r e  a p p l i c a b l e  t o  any g iven  p r o f i t  producing u n i t ,  corpora te  p l a n t  

prY'erty , then the  c o s t  of d u p l i c a t i o n  o r  o t h e r  just means, may be r e s o r t e d  
Ort o o v 1  It a l s o  s t a t e s  t h a t  t h i s  s e c t i o n  s h a l l  not  apply t o  "mines o r  mining 
c la ims  bear ing  gold ,  s i l v e r ,  l e a d ,  copper o r  o t h e r  prec ious  metals and possess-
ory  r i g h t s  t h e r e i n ,  bu t  t h e  same s h a l l  be a s ses sed  under t h e  provis ions  o f  
A r t i c i ~5 of t h i s  chapter  whether the  same s h a l l  be owned by a co rpora t ion  o r  
not." 

I n  summation the law provides:  1 )  t h a t  p rope r ty  s h a l l  be assessed  a t  
i t s  f u l l  cash  value o r  t r u e  va lue ;  2 )  t h a t  rnarke t va lue  s h a l l  be t h e  guide 
t o  t r u e  value ; and 3 )  t h a t  i n  t h e  absence of a determinable market va lue ,  
t h e  va lue  of use,  the  c a p a b i l i t y  of  use o r  any o t h e r  j u s t  method of determina- 
t i o n  may be considered.  

Tax Commission Policy.  Although t h e  c o n s t i t u t i o n  r e q u i r e s  assessment a t  
" f u l l  cash  va lue" ,  which would seem t o  mean f u l l  market value,  t h e  t a x  com- 
miss ion  has n o t  i n s i s t e d  on a s s e s s i n g  proper ty  a t  market value. Not s i n c e  
1913, when the  assessment was presumably a t  f u l l  market va lue ,  has  the  a s s e s s -  
ment l e v e l  been a t  f u l l  market va lue .  

The p r e s e n t  p o l i c y  of  the t a x  commission, determined i n  1951, i s  t h a t  
t h e  1941 c o s t  l e v e l  r ep resen t s  " t r u e  cash value". The 1941 l e v e l  was r e f e r r e d  
t o  as  a normal l e v e l  of va lues .  I n f l a t i o n  of  v a l u e s  which has occurred . s ince  
1941 was considered abnormal and temporary. Therefore,  t h e  1941 l e v e l  has  
r ep resen ted  t r u e  cash va lue ,  i f  not  c u r r e n t  market va lue ,  under t a x  commission 
p o l i c y  s i n c e  1951. 

17. C.R.S. 1953, S,C. 137-6-31, 137-7-5. 
18. C.R.S. 1953, Set. 137-3-17. 



I n  accordance w i t h  t h i s  p o l i c y ,  t h e  t a x  comnission has  ordered t h e  
a p p r a i s a l  o f  b u i l d i n g s  upon the  b a s i s  of 1941 c o s t s  of cons t ruc t i on .  It 
h a s  ordered  t h a t  machinery and equipment,  when sub j ec t ed  t o  a d e t a i l e d  
a p p r a i s a l ,  be app ra i s ed  upon the c o s t  of s i n i i l a r  machinery and equipment 
i n  1941, t he  a c t u a l  c o s t  a t  a subsequent d a t e  being a d j u s t e d  t o  t h e  1941  
level.. It has ordered t h e  asoessment of a g r i c t r l t u r a l  land on the  basis  of 
average  v a l u e  dur ing  t h o  ten->-car peri.od from 1934 t o  1S43, i n c l u s i v e ,  
wbi-ch was des igna ted  a s  t h e  3.941 level f o r  t h a t  c l a s s  o f  p rope r ty .  In 
g e n e r a l ,  t h e  tax comniission recommendations concern ing  the assessment of  
o t h e r  c l a s s e s  of p rope r ty  have been designed t o  produce v a l u a t i o n s  a t  
approximate ly  t h e  1941  l c v e l .  

To t h i s  date, n e i t h e r  the s t a t e  board of e q u a l i z a t i o n  nor t h e  c o u r t s  
have ordered the  t a x  comniission o r  the a s s e s s o r s  t o  i n c r e a s e  v a l u a t i o n s  t o  
c u r r e n t  market va lue s .  However, t h e  c o u r t s  i n  Colorado have never  ruled 
s p e c i f i c a l l y  upon the  q u e s t i o n  of  aha t  c o n s t i t u t e s  f u l l  cash  va lue .  
Gene ra l l y ,  t he  c o u r t s  have d e a l t  olily w i t h  t h e  a u t h o r i t y  of t h e  tax com-
mis s ion  t o  o rde r  a s s e s s o r s  t o  i n c r e a s e  v a l u a t i o n s .  I n  such c a s e s ,  
p l a i n t i f f s  usually sought  a r e d u c t i o n  i n  v a l u a t i o n s  on t h e  ground t h a t  the 
t a x  commission d id  n o t  have such a u t h o r i t y .  The c o u r t  has  u s u a l l y  r u l e d  
t h a t  t h e  t a x  commission has such a u t h o r i t y ,  and t h a t  "it i s  t he  exp re s s  
d u t y  of the  commissi.on t o  s e e  t h a t  a l l .  p roper ty  i s  un i formly  a s se s sed  a t  
i t s  a c t u a l  and f u l l  c a sh  value"  But t h e r e  has been no r u l i n g  d e f i n i n g  
t h e  meaning of  " f u l l  cash  value". The c o u r t  has n o t  r u l e d  on the c o r r e c t -
ne s s  of the  a s se s sed  v a l u a t i o n ,  but only  upon t h e  a u t h o r i t y  of  t h e  t a x  
c o m i s s i o n  t o  o rde r  a change. 

No one has ever brougkt  a c a s e  t o  the  Colorado Supreme Court seeking 
t o  have h i s  v a l u a t i o n  increased because i t  wasn ' t  a s se s sed  a t  " f u l l  cash 
v a l u e u .  perhaps., t h i s  i s  t h e  r ea son  t h a t  no c o u r t  has r u l e d  that a s s e s s -
ments were below f u l l  cash  v a l u e  and t h a t  they should  be i n c r e a s e d  t o  
t h a t  s tandard .  

Assessment P r a c t i c e .  Neither i n  p o l i c y ,  nor  i n  a c t u a l  assessment 
p r a c t i c e ,  is t h e  1941 l e v e l  o f  assessment adhered t o  s t r i c t l y .  A g r i c u l t u r a l  
l and  i s  assessed  on  t he  b a s i s  o f  a ten-year average  of v a l u e s ,  1934 t o  1943, 
i n c l u g i v e .  E x t r a c t i v e  land, i f  producing, i s  a s se s sed  on t h e  basis of its 
produc t ion  dur ing  t he  p r eced ing  yea r  ; i f  not producing , a t  t h e  d i s c r e  t i o n  
of  t h e  i n d i v i d u a l  a s s e s s o r ,  u s u a l l y  wi thout  r e f e r e n c e  t o  any g iven  s t anda rd  
of assessment .  Other  l a d s  a r e  a s se s sed  a t  from f i v e  t o  f o r t y  per  c e n t  o f  
c u r r e n t  market va lue .  Improvements a r e  a s s e s s e d  on t h e  basis o f  t he  1941 
c o s t  o f  cons t r t l c t i on .  The v a r i o u s  classes of personal  p r o p e r t y  are a s s e s s e d  

19.  	 C i t i z e n s 1  Corn. f o r  F a i r  P rope r ty  Taxat ion v. Warner, 127 Colo. 
121, 254 P .  26. 1005 (1053). 



a t  va ry ing  percentages of o r i g i n a l  c o s t  o r  c u r r e n t  va lue ,  ranging from 65% 
dormnard, Publ ic  u t i l i t y  p r o p e r t i e s  a r e  assessed  a t  40% of t h e  " f u l l  value" 
determined by the  t a x  commission. The s t a r d a r d s  i n  use f o r  each of t h e  
c l a s s i f i c a t i o n s  w i l l  be exanlined i n  g r e a t e r  d e t a i l  i n  the chapters  r e l a t i n g  
t o  t h e i r  assossnrent. 

The c u r r e n t  s a l e s  r a t i o  s t ~ d ~ ~ ~ s h o w sconsiderable v a r i a t i o n ,  from 
prope r ty  t o  proper ty ,  from c l a s s  t o  class, and from county t o  county, i n  t h e  
r e l a t i o n s h i p  between c u r r e n t  assessed  va lua t ions  and c u r r e n t  market va lues .  
The 1957 assessed  va lua t ions  of r e a l  property a r e  shown t o  be a t  a n  average,  
s t a t e -wide ,  of 27.9 pe r  c e n t  of the  average market value of such r e a l  p r o p e r t y  
a s  deternrined by conveyances of r e a l  property recorded between Ju ly  1, 1957 
and June 30, 1958. The average. r a d i o  of assessed v a l u a t i o n s  t o  s a l e s  cons idera-
t i o n s  i n  i n d i v i d u a l  count ies  ranges from a low o f  14.1 per  cen t  t o  a high of 
40.9 pe r  cen t .  The average r a t i o  of urban r e s i d e n t i a l  p rope r ty  i s  shown t o  
be 28.1 per c e n t ,  of a l l  urban p r o p e r t y  29.5 per cen t ,  and of r u r a l  p rope r ty  
24.3 per cent .  

Standard i n  Other S ta t e s .  I n  cons ider ing  what should be e s t a b l i s h e d  a s  
the  s t anda rd  of asssssn~ont, i t  i s  w e l l  t o  note t h e  exper ience  of o t h e r  s t a t e s .  
Most s t a t e s ,  as  Colorado, have the f u l l  cash va lue  requirement,  bu t  do not 
adhere to  i t  i n  p r a c t i c e .  

There have been s e v e r a l  c o u r t  dec i s ions  i n  o t h e r  states r e l a t i n g  to  t h i s  
problem i n  r e c e n t  years.  I n  1958 the Suprenle Court of 1daho21 r u l e d  t h a t  " t h e  
c r i t e r i o n  o r  method used i n  fixing cash value e x c l u s i v e l y  a t  replacement c o s t  
of improvements based on an index of p a r s  1937 to  1941, l e s s  dep rec ia t ion ,  
i s  er roneous  and n o t  au thor ized  by law" and "replacement c o s t  a t  a f i x e d  t ime,  
l e s s  allowed d e p r e c i a t i o n ,  would not i n  i t s e l f  d e  rniine the cash v a l$5market va lue ,  o r  f u l l  cash value ." I n  new Jersey  and i n  Connecticut8"the 
c o u r t s  he ld  i n v a l i d  assessments  made a t  l e s s  than  t h e  f u l l  va lue  p resc r ibed  
i n  those  s t a t e s .  

S i x  s t a t e s  have adopted s p e c i f i e d  f r a c t i o n s  of f u l l  va lue  a s  s t anda rds  
of assessments:  South Dakota, 605; Nebraska, 35%; Arkansas, 18%to 205; 
Alabama, 60%; Iowa, 60%; and Yashington, 50%. 

I n  Alabama the  law r e q u i r e s  p rope r ty  t o  be assessed  a t  60 pe r  cen t  of 
i t s  f a i r  and reasonable  narket value .  The most r e c e n t  sales r a t i o  study made 
by t h e  Ahbanla Departm.ent of  &venue r e v e a l s  t h e  median s a l e s  r a t i o  f o r  the 
s t a t e  t o  be 20 p e r  cent .  The s t a t e  i s  p r e s e n t l y  engaged i n  a n  e q u a l i z a t i o n  

20. Colorado Leg i s l a t ive  Council Research l 'ub l ica t ion  No. 27,  Part I, 
Sales  Ratio Report f o r  1957.--

21. m - r  v. State Tax Comn~ission, 5 ICR 135. 
22. Switz  v .  Middletown Township, ANL, ~ p r i l ,1957. 
23. Ingraham Co. v .  C i t y  of Bris tol- ,  ANL, June, 1957. 
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proE,rrxn using as n base t h e  values of property i n  the  ycar 19140, determined 
t o  be t h e  " f a i r  and reasonable market value. Af ter  t h e  assessments have 
been equalized on the b a s i s  of t h e  value of 1940, I t i t  w i l l  then be a matter  
of increas ing all assessments percentage-wise t o  amount r e f l e c t i n g  60 
per  cent  of tile f a i r  and r~asonalsle market value. 3-1 

I n  the  S t a t e  of Nebr.nnka, u n t i l  1953, Itthe o f f i c e  of the  Tax Commissioner 
o p ~ r a t e d  under a law requ i r ing  assessment of all real and t ang ib le  personal  
property a t  a c t u a l  value.'I I n  ac tua l  p rac t i ce ,  t h e  assessment level  Itwas 
probably a t  not  more than 20 per  cent  of a c t u a l  value." I n  1953 t h e  s t a t e  
supreme cour t  ru led  t h a t  t h e  law required assessment a t  100 per cent  of a c t u a l  
value. fhe l e g i s l a t u r e  tllen passed a law " r e q u i r i n ~  assessments a t  50 per 
cen t  of a c t u a l  value. Since e f f o r t s  a t  equa l i za t ion  r e s u l t e d  in lta.n average 
a s s e s ~ m e n tof something a ~ p r o a c h i n g  35 per  cen t  of a c t u a l  va.lue,l1 i n  1957, 
the  l e g i s l a t ~ l r e  changed t h e  requirement t o  "35 per  cent  of ac tua l  value. I' 

I1Equaliz~,t ionof r e a l  property a t  t h e  35 per  cen t  l e v e l  has improved r a p i d l y  
and they a r e  c o ~ ~ v i n c e dthat  	few s t a t e s  c m  skiorq a b e t t c r  record of equa l i za t ion ,  1125 

I n  South Daltota, the  l e g a l  assessment s tandard  f o r  t h e  s t a t e  i s  60 per  
cen t  of t,he ~ l t r u e  and fu l l -  vcduelt as es tab l i shed  by the  assessors. Ratio 
studi.es have sho~m a c t i d  assessment t o  be a t  48 per cent  28 recorded s a l e s .  
E f f o r t s  a r e  being cdntinued t o  achieve t h e  l e g a l  s-tandard. 

From these  i l l u s t r a t i o n s  it can be seen r e a d i l y  t h a t  Colorado i s  not 
alone i n  being plagued with t h i s  problem, and t h a t  t h e  problem has not been 
completely solved anywhere. 

Al ternat ive  Standards of Assessment 

Possible standards of assessment a r e  : 1)  f u l l  cash value ( cur ren t  market  
va lue) ;  2) a  prescr ibed percentage of f u l l  cash value; 3) t h e  l e v e l  of value 
p r e v a i l i n g  i n  a given ykar; or 4) a prescr ibed percentage of the level of value  
prevailing in a slven year.  

The present  cons-Litutional satandadi s  that proper ty  be assessed at f u l l  
cash value. Theref ore ,  t h e  l e g a l  s tandard cannot be anything e l s e  without a 
c c n s t i t u t i o n a l  amendment. The use of t h e  te rm I1assessed a t  I t  precl-udes t h e  
p o s s i b i l i t y  of enactin.g a s t a t u t e  providing t h a t  pro2erty be Irvzlued a t  f u l l  
cash va1u.e and assessed ati1some port-ion thereof .  "Ful l  cash valuett  by any 
rea..sonable i n t e r p r e t a t i c n  nieans current  njarketl value. Therefore,  it apFears 
t h a t  nothing can be done t o  change t h e  l e g a l  s tandard of assessment except  
by c o n s t i t u t i o n a l  il~enchent,. 

24. 	 L e t t e r  t o  Legj.s3.ative Council d ~ t ~ e d  1958 from ChiefMarch 20, of 
4d Valorem TCm Division, S t a t e  Department of Revenue, S ta te  of Alabama. 

25. 	 Letter t o  Legislat ive Council dated March 10, 1950, from S t a t e  Tax 
Corrxrlissioqer, S t a t e  of Nebraska. 

26. 	 L e t t e r  t o  Leg i s la t ive  Council  da ted  February 27, 1958, from Depart-
ment of Revenue, S t a t e  of South Dako1;a. 



The arguments f o r  use of a c t u a l  f u l l  cash va lue ,  meaning average 
c u r r e n t  market va lue ,  as a s tandard  of assessment a r e  a s  fol lows:  

1) Current  val.ues a r e  more r e a l i s t i c  f o r  assessment purposes than 
a r e  h i s t o r i c  ones. Taxpayers can understand and v e r i f y  c u r r e n t  va lues  
more e a s i l y .  The use o f  c u r r e n t  v a l u e s  f o r  assessment makes poss ib le  
easy  comparison of assessed  v a l u a t i o n s  between i n d i v i d u a l  p r o p e r t i e s ,  be-
tween c l a s s e s  of proper ty ,  and between coun t i e s  o r  o t h e r  t ax ing  d i s t r i c t s  
w i t h  the  use of  c u r r e n t  s a l e s  i t lformation. 

2 )  With a cu r ren t  v a l u e  b a s i s  of assessment,  t h e  achievement of the 
g o a l  of e q u a l i z a t i o n  cou1.d he more n e a r l y  accomplished. Q u a l i z a t i o n  
r e p r e s e n t s  uniform assessment of p rope r ty  with r e f e r e n c e  to  i t s  present  
va lue .  Therefore,  it. i s  e a s i e r 4  t o  p lace  a c o r r e c t  v a l u a t i o n  on  proper ty  
wi th  use of c u r r e n t  va lues ,  than with use of va lues  of a year t h a t  i s  . long  
p a s t .  

3 )  Use of a f u l l  cu r ren t  va lue  would bene f i t  some t ax ing  j u r i s d i c t i o n s  
which a r e  now hampered by an  inadequate t a x  base. Assessments a t  low l e v e l s  
have, by admin i s t r a t ive  a c t i o n ,  p laced  a l i m i t a t i o n  on levying  and bonding 
powers, which was not in tended by law. Some taxing j u r i s d i c t i o n s ,  a t  p r e s e n t ,  
f e e l  compelled t o  hold t h e i r  v a l u a t i o n s  a t  a  h i g h e r  l e v e l  than o the r s  
because of these  l i m i t a t i o n s .  In doing  so,  they a r e  penal ized f o r  assess-
ments a t  a h igher  l e v e l  than in o t h e r  j u r i s d i c t i o n s .  An increase i n  the  
l e v e l  of a s s e s s m n t  i n  a l l  coun t i e s  would so lve  t h i s  problem, while making 
e q u a l i z a t i o n  possible. 

The arguments used i n  oppos i t ion  t o  t h e  use of  f u l l  cash va lue  a s ses s -
ments are as fo l lows:  

1) Inc reases  i n  the l e v e l  of  assessment would cause an inc rease  of the 
t a x  load  because the m i l l  l e v i e s  would not  be decreased propor t ionate ly .  

2 )  Use of c u r r e n t  va lue  assessments  based upon average market va lue  
would r e s u l t  i n  complaints from taxpayers  who, f o r  one reason o r  another ,  
purchased proper ty  f o r  l e s s  t h a n  what was determined t o  be the  average 
market va lue .  These complaints would be hard t o  d e a l  w i th  because t h e  tax-  
payer would ha.ve documentary evidence t h a t  he had paid l e s s  than t h e  a s ses sed  
v a l u a t i o n  f o r  t h e  property.  

3 )  Use of cu r ren t  va lue  assessments  would be extremely d i f f i c u l t  
a d m i n i s t r a t i v e l y  because o f  t h e  annual adjustments  o f  va lua t ions  which might 
be r e q u i r e d ,  and because the re  would be a time-lag. It would not  be p o s s i b l e  
t o  determine t h e  market value f o r  the c u r r e n t  y e a r  i n  time t o  use i t  f o r  
making assessments f o r  t h e  c u r r e n t  year .  

4 )  Constant adjustments  of assessnients r e s u l t i n g  from t h e  use of 
c u r r e n t  v a l u e s  would c r e a t e  c o d u s i o n  among t h e  taxpayers .  

5) Taxpayers and a s s e s s i n g  o f f i c i a l s  would l i k e l y  r e s i s t  an inc rease  
from the present  l e v e l s  of assessment t o  f u l l  va lue .  



Some of t h e  arguments a g a i n s t  use of f u l l  cash value assessments  could 

be over come : 


1 )  If adequate l i m i t a t i o n s  were provided t o  prevent  an undue i n c r e a s e  
of t a x  l ev ies ,  so t h a t  a n  inc rease  i n  l e v e l s  of assessment would not ,  of 
i t s e l f ,  increase  t h e  t o  tal 'tax burden. 

2 )  If t h e  procedure of comparing a p rope r ty  w i t h  s i m i l a r  p r o p e r t i e s  
were used i n  reviewing complaints  r e s u l t i n g  from i n d i v i d u a l  purchases of 
proper ty  f o r  l e s s  than assessed  va lua t ion .  

3)  If use of market va lues  determined f o r  t h e  preceding year  o r  two 
y e a r s  preceding were used i n  making assessments and i n  judging equa l i za t ion .  
This would a l low f o r  t h e  t ime-lag needed f o r  admin i s t r a t ion  of assessnlents 
on  t h i s  s tandard.  

4 )  If adjustments  of the l e v e l  of  assessnient were permit ted t o  be 
'made p e r i o d i c a l l y ,  every  f o u r  o r  f i v e  ye a r s, i n s  tead  of annually. 

5) If s u f f i c i e n t  time were permit ted f o r  the admin i s t r a t ive  t a s k  of 
changing from p resen t  l e v e l s  o f  assessment to the new. 

6 )  If a reasonable  margin of v a r i a t i o n  from t h e  s t anda rd  were permi t ted .  
This  would al low f o r  t h e  f a c t  t h a t  it would be near ly  impossible t o  a s s e s s  a t  
e x a c t l y  f u l l  cash v a l u e ,  o r  to  determine e x a c t l y  t h a t  assessments  a r e  made a t  
f u l l  cash value.  A f i v e  pe r  cent  margin of permissable v a r i a t i o n  e i$he r  way 
would probably be s u f f i c i e n t .  

Prescribed Percentage of F u l l  Va.lue. Some of t h e  arguments a g a i n s t  
us ing  full cash value a s  the  s tandard of assessment would be overcome, i f ,  
i n s t e a d ,  a percentage of  f u l l  va lue  were prescr ibed  a s  the  s tandard .  -This  
would be e s p e c i a l l y  t r u e  i f  t h e  percentage se lec ted  were approximately t h e  
p resen t  average s a l e s  r a t i o .  However, t h i s  would amount t o  continued circum- 
ven t ion  of the  requi rements  o f  the c o n s t i t u t i o n ,  unless  t h e  Cons t i tu t ion  
i t s e l f  were amended. And i t  would prevent  some of the  b e n e f i t s  which can be 
der ived  from f u l l  cash v a l u e  assessment.  I n  any event ,  average market v a l u e  
would have t o  be determined i n  o rde r  f o r  a percentage of i t  t o  be used. 

Base Year Standard of Assessment. The o t h e r  a l t e r n a t i v e  i s  t o  cont inue  
t h e  use of the p resen t  p r a c t i c e  of a s ses s ing  on the b a s i s  o f  a base y e a r ,  
such a s  1941. L i t t l e  can be s a i d  f o r  the continuance o f  t h i s  p r a c t i c e  except  
t h a t  i t  would r e q u i r e  no g r e a t  increase  i n  t h e  l e v e l  of assessment.  

can be said a g a i n s t  it. Equa l i za t ion  with r e fe rence  t o  t h e  p r e s e n t  
va lue  of proper ty  cannot be achieved wi th  use of a s t a t i c  assessment base, 
Values a r e  r a r e l y  s t a t i c .  Furthermore, t he  r e l a t i v e  va lues  o f  one p rope r ty  
t o  another  do not remain cons tant  with t h e  passage o f  t i m e .  One proper ty  
i n c r e a s e s  o r  decreases  i n  va lue  more r a p i d l y  than  another.  One c l a s s  o f  
proper ty  changes i n  value more r a p i d l y  than another .  Value r e l a t i o n s h i p s  of 
one a r e a  t o  another  do not remain cons tant .  The i tems of  c o s t  involved i n  
cons t ruc t ion  of bu i ld ings  vary  a t  d i f f e r e n t  r a t e s ,  



With the passage of t i n e ,  i t  becomes inc reas ing ly  d i f f i c u l t  t o  determine 
what t h e  1941 l e v e l  of va lues  was f o r  any p a r t i c u l a r  proper ty  o r  c l a s s  of 
property.  

Building m a t e r i a l s  which have been developed s i n c e  1941, and new types  
of machinery and equi-pment cannot be s a i d  t o  have a 1941 l e v e l  of c o s t  t h a t  
can  be t r u l y  determined. If so ,  the cur rent  c o s t  i s  l i k e l y  t o  be l e s s  than  
the 1941 c o s t  on many such th ings .  

It i s  d i f f i c u l t  f o r  t h e  taxpayer  t o  judge whether he i s  r e c e i v i n g  e q u i t -  
a b l e  t r ea tmen t ,  He probably does not know what t h e  1941 l e v e l  of c o s t  was. 
IIe i s  l i k e l y  t o  bel ieve t h a t  h i s  p rope r ty  i s  under-assessed because h i s  assessed 
v a l u a t i o n  i s  a smal l  p a r t  o f  what he knows h i s  p rope r ty  t o  be worth. The 
a c t u a l  s i t u a t i o n  may be t h a t  h i s  proper ty  is  over-assessed i n  r e l a t i o n  t o  a 
s i m i l a r  property.  

The adjustment of  assessed  v a l u a t i o n s  determined upon the bas i s  of v a l u e s  
p r e v a i l i n g  i n  a given base year, i n  the i n t e r e s t s  of e q u a l i z a t i o n ,  t o  r e f l e c t  
l o s s  of v a l u e  because of l o c a l  o r  r e g i o n a l  economic cond i t ions ,  l o s s  of u t i l i t y ,  
o r  va r ious  types  of obsolescence,  becomes ve ry  d i f f i c u l t  . Such adjustments  
can be made only wi th  r e fe rence  t o  v a r i a t i o n s  i n  c u r r e n t  market va lue .  And 
i t  becomes impossible t o  determine what percentage of  c u r r e n t  market va lue  
t r u l y  r e p r e s e n t s  t h e  1941 l e v e l  of va lue .  This procedure tends t o  d e t e r i o r a t e  
i n t o  t h e  mere adjustment of a s ses sed  va lua t ions  t o  an  average l e v e l  wi th  
reference t o  c u r r e n t  market v a l u e ,  probably an ever-decreasing average. 

Findings and Conclusions. 

1 )  l'he c o n s t i t u t i o n a l  s tandard  of assessment a t  f u l l  cash value should 
no t  be changed, 

2 )  Leg i s l a t ive  a c t i o n  should be taken  t o  i n s u r e  t h e  adoption o f  f u l l  
ca sh  v a l u e  assessments  i n  a c t u a l  p r a c t i c e  w i t h i n  a reasonable l e n g t h  of time 
by the  imposi t ion  o f  penalties upotl t he  t a x  comnission f o r  failure t o  enforce  
t h e  f u l l  cash  value s tandard ,  a s  w e l l  as upon a s s e s s o r s  f o r  f a i l u r e  t o  adhere 
t o  the s t anda rd  , 

3 )  Adequate l i m i t a t i o n s  on t a x  l e v i e s  should be provided f o r  by law and 
no l e v y  i n  excess  of s t a t u t o r y  l i m i t a t i o n s  should be permit ted without  a v o t e  
of t h e  t axpaye r s  upon whom t h e  levy i s  t o  be imposed. 

4 )  The s dy of cu r ren t  r e a l  e s t a t e  s a l e s ,  a s  inaugura ted  by the Realty 
Recording Act, & should be continued a s  a means o f  determining average nlarket 
va lue  and o f  t e s t i n g  compliance w i t h  t h e  f u l l  cash v a l u e  s tandard of a s ses s -
ment. 

5) Testing of assessed  v a l u a t i o n s  by the l a t e s t  s a l e s  information 
a v a i l a b l e  should be permit ted i n  r e c o g n i t i o n  of the f a c t  t h a t  completely 
c u r r e n t  s a l e s  s t a t i s t i c s  cannot be maintained. 



6 )  Adjustment of e x i s t i n g  assessed v a l u a t i o n s  should no t  be r equ i r ed  
until a mal-adjustment i n  excess o f  f i v e  p e r  cen t  from average market value 
i s  determined t o  e x i s t .  

7 )  Methods of  assessment should be developed which are designed t o  
produce assessed v a l u a t i o n s  which are  as nearly as poss ib le  a t  t ho  average 
market value of p r o p e r t y  which i s  s u b j e c t  t o  t h e  predominant economic 
cond i t i ons  e x i s t i n g  i n  the s t a t e .  

8)  Means of de termining  average market value of  classes  of p rope r ty  
o ther  t han  r e a l  proper ty  should be developed and used. 



THE 	ASSESSEIENT OF AGRICULTURAL LAM) 

A g r i c u l t u r a l  land,  f o r  assessment purposes may be defined a s  t h a t  
c l a s s  of land which der ives  value  primari ly from i t s  use i n  the produc- 
t i o n  of  a g r i c u l t u r a l  products o r  the  grazing of l ives tock.  It includes  
by f a r  t h e  g r e a t e s t  number of a c r e s  o  taxable land i n  t h e  s t a t e .  O f  
the  38,097,693 a c r e s  of taxable  land,' 37,177,920 acres,Z o r  97.6 pe r  
cent ,  a r e  assessed a s  a g r i c u l t u r a l .  

I n  terms of assessed valuat ion,  t h e  t o t a l  va lua t ion  of a l l  lands 
assessed a s  a g r i c u l t i r r a 1 . i ~  $285,549,525, which i s  35.5 per cent  of t h e  
t o t a l  v a l u a t i o n  of a l l  c l a s s e s  of taxable  land i n  t h e  s t a t e ,  It const i -
t u t e s  8.7 p e r  cent  of the  t o t a l  v a l u a t i o n  of a l l  taxable  property i n  the  
s t a t e ,  Although the  va lua t ion  on t h i s  c l ass  of land represen t s  only 12,3 
per  cen t  of t h e  t o t a l  va lua t ion  of r e a l  property ( l and  and improvements) 
i n  t h e  s t a t e ,  i ts  r e l a t i v e  s ign i f i cance  i s  g r e a t e r  than t h i s  percentage 
i n d i c a t e s  because it i s  of g r e a t e r  importance i n  so  many of t h e  s t a t e ' s  
s i x t y - t h r e e  coimties. Table I1 on page 36 i l l u s t r a t e s  the  r e l a t i v e  
importance of  a g r i c u l t u r a l  land valuat ions  i n  comparison with t h e  t o t a l  
va lua t ion  o f  r e a l  property f o r  each county, arranged i n  order  o f  r e l a t i v e  
importance. Table 111shows t h e  1958 assessed va lua t ion  of a g r i c u l t u r a l  
l and  i n  t h e  s t a t e  by c l a s s e s  a s  repor ted  t o  t h e  s t a t e  t a x  c o d s s i o n ,  

The assessment of a g r i c u l t u r a l  land i n  Colorado i s  very d i f f i c u l t ,  
and t h e  equa l i za t ion  of such va lua t ions  is  even more d i f f i c u l t ,  because 
o f  t h e  g r e a t  v a r i e t y  of a g r i c u l t u r a l  lands i n  t h e  s t a t e ,  not o d y  among 
count ies  bu t  a l s o  wi th in  a  great  many of t h e  counties.  None of t h e  
f a c t o r s  which inf luence  the  value  of  a g r i c u l t u r a l  land a r e  uniform through- 
ou t  the  s t a t e .  There a r e  wide v a r i a t i o n s  i n  t e r r a i n ,  s o i l  c h a r a c t e r i s t i c s ,  
r a i n f a l l ,  a v a i l a b i l i t y  of water  f o r  i r r i g a t i o n ,  e l eva t ion ,  l a t i t u d e ,  and 
convenience t o  market, a l l  of which inf luence ,  i n  one way o r  another,  t h e  
types of crops t h a t  can be grown, the  y i e l d  of such crops ,  the  annual 
c o s t  of  opera t ion,  and the re fo re ,  t h e  income-producing c a p a b i l i t y  of  t h e  
land, 

C o n s t i t u t i o n a l  and S t a t u t o r y  Provisions 

There a r e  no s t a t u t o r y  provis ions  r e l a t i n g  s p e c i f i c a l l y  t o  t h e  
determinat ion of the  assessed va lua t ion  of a g r i c u l t u r a l  land except t h a t  

1, 	 Public Land Ownership' i n  Colorado, 1944, prepared by S ta te  Planning 
Commission and Colorado Water Conservation Board. ~ l t h o u ~ ht h i s  
acreage determination i s  not cu r ren t ,  i t  i s  t h e  most r ecen t  one avail-
a b l e  and probably has not  changed g r e a t l y  s i n c e  1944. 

2. 	 Compiled from Abstrac ts  of Assessment, 1958, from t h e  63 County 
Assessors. 



- - 

TABLE I1 


Showing, f o r  Each County, the  Total  Assessed Valuation of Agricul tura l  Land 
and the  Per Cent That i t  is  of the  Total  Assessed Valuation of Real Property 

Assessed Per Assessed Per 

County Valuation Cent County Valuation Cent 


Kiowa Ouray $ 867,175 
Saguache Alamosa 2,610,750 
Baca Garf ie ld  4,166,820 
Cheyenne Monteztuna 2,663,910 
Yuma Logan 11,133,605 
Cone jos Moffat 2,945,825 
Elber t  Otero 5,926,030 
Bent Montrose 4,131,045 
K i t  Carson Grand 1,516,855 
Ph i l l i p s  Morgan 10,185,060 
Lincoln Iarimer 11,059,460 
Crowley Mineral 142,475 
Sedgwick Hinsdale 138,140 
Custer Mesa 7,195,550 
Cos t i l l a  P i t  k in  838,670 
bowers  Chaffee 1,061,080 
Archuleta La  P la ta  2,753,060 
Routt Adaks 9,091,060 
Dolores Boulder 8,318,790 
Rio Grande Fremont 1,596,000 
Weld Te l l e r  382,200 
Washington Stunmit 256,425 
Las Animas Gi lp in  117,220 
Park Pueblo 4,723,105 
Douglas Clear Creek 135,520 
Eagle E l  Paso 3,523,680 
Jackson Je f fe r son  4,092,790 
San Ifiguel Rio Blanco 2,163,535 
Huerf ano Arapahoe 2,391,030 
Del ta  Lake 118,120 
Gunnison San Juan 1,458 

Ci ty  and County of Denver no a g r i c u l t u r a l  land 

Note: 	 Compiled from t h e  Abstracts  of Assessment, 1958, from the  63 county 
assessors.  



TABLE 111 

1958 Assessed Valuation of Agricul tura l  I,and3 by 
Classes a s  Reported t o  the  S t a t e  Tax Commission 

% of  
% of Tota l  
Tota l  Average Agric, 
Agric. Valuation Assessed Land 

CZass 	 No, of Acres Land per a c r e  Valuation Valuation 

I r r i g a t e d  land Z1068,521.92 5.6% $57.82 $119,602,168 41.9% 
Meadow PL I r r i g a t e d  

Pasture  Land 527,647,88 1 0 4  21047 11,328,732 3,9 
Dry Farm Land 8,607,504.81 23.1 10,17 87,570,992 30.7 
Grazing Land 24,098,606.61 64,8 2,67 64,445,641 22.6 
Arid, Waste, Seep 
& Restora t ion Land 1,841,084.47 5.0 1,03 1,894,277 03' 

Miscellaneous 34,554,OO 0 , l  20,48 707,715 0.2 

T o t a l  Agr icu l tu ra l  37,177,919.69 100.0% $ 7.68 $2853549,525 100.0% 

1 t8gr icu l tu ra l  lands  s h a l l  be valued a s  a u n i t  with t h e  improvements and 
water  r i g h t s  located upon themw.* Since t h i s  p a r t i c u l a r  requirement r e l a t e s  
t o  t h e  assessment of both a g r i c u l t u r a l  land and improvements thereon, it 
w i l l  be t r e a t e d  a s  a separate  problem. 

Tax C o d s s i o n  Policy 

The o f f i c i a l  policy o f  the  Colorado Tax Conrmission f o r  the  assessment 
of a g r i c u l t u r a l  land i s  s e t  f o r t h  i n  Sect ion C of t he  Assessors'  Real 
Es t a t e  Appraisal Manual. Basical ly ,  t h a t  policy c a l l s  f o r  c ap i t a l i z i ng  

3. 	 Compiled from Abstracts  of Assessment f o r  1958 from the  63 county 
assessors ,  Since the re  a r e  some d i f fe rences  between the  c l a s s i f i c a -  
t i o n  of a g r i c u l t u r a l  land as used i n  t h i s  chapter  and those as used i n  
t h e  abs t r ac t s  of a s ~ e s s m e n t , ~  t he  t o t a l  va lua t ion  f o r  a g r i c u l t u r a l  lards 
shown here w i l l  not be t he  same a s  the t o t a l  f o r  those  c l a s s i f i c a t i o n s  
designated as "farm landsu i n  t h e  abs t r ac t s  a s  i t  w i l l  probably appear 
i n  the  1958 Annual Report of the  Colorado Tax Comission,  The a b s t r a c t  
c l a s s i f i c a t i o n  of  ''Suburban Tractsn  under t h e  heading o f  tlFarm Lands" 
has not been included, The item designated as ltMiscellaneous" i n  t he  
above t ab l e  is  taken from the  a b s t r a c t  c l a s s i f i c a t i o n  "Other Land Not 
C l a s s i f i edu  i n  the  a b s t r a c t  of Cos t i l l a  County, a s  t h i s  p a r t i c u l a r  
acreage i s  known t o  be a g r i c u l t u r a l o  

4, 	 C,R,S,, 1953, Sec. 137-12-9, 



the  average net  income t h a t  was produced over a ten-year period on a 
t y p i c a l  farm u n i t  under average management, The average net  income i s  
t o  be determined f o r  each c l a s s  of land wi th in  homogeneous areas,  The 
va lua t ion  per ac re  determined by c a p i t a l i z i n g  t h i s  ne t  income is  used i n  
a process of  mass a p p r a i s a l  of a l l  land i n  each c l a s s ,  The ten-year 
period prescribed f o r  averaging net  income i s  the  years  1934 t o  1943, in-  
c ~ u s ~ v ~ , ,  

If t h i s  po l i cy  were s t r i c t l y  adhered t o  i n  t h e  a c t u a l  a p p r a i s a l  of  
a g r i c u l t u r a l  land f o r  purposes of taxat ion,  t h e  procedures out l ined belowp 
and i l l u s t r a t e d  i n  Table I V ,  would be followed. 

1 )  Advisory ~ o m i t t e e ,  The county assessor  would s e l e c t  an advisory 
committee of r epresen ta t ive  land ownei-s of h i s  county, having f i rs t -hand 
knowledge of the  a g r i c u l t u r a l  land i n  the  county, t o  a s s i s t  h i m ,  

2 )  Land-Use Map. A land-use map of t h e  county would be drawn showing 
t h e  land t h a t  i s  used f o r  each of the  fol lowing purposes: dry  farming, 
s p e c i a l  crops; dry  farming, d i v e r s i f i e d  crops;  i r r i g a t e d ,  s p e c i a l  crops;  
i r r i g a t e d ,  d i v e r s i f i e d  crops;  grazing land;  and meadow hay land. 

3 )  Type-of-farming Areas. With land use a s  a guide, the  advisory 
committee would des ignate  t h e  geographic boundaries of a reas  having s i m i l a r  
types of a g r i c u l t u r a l  opera t ions ,  and wi th in  which lands  of s i m i l a r  charac- 
t e r  could be expected t o  y i e l d  approximately t h e  same income under average 
management. 

4 )  Key Farms. Within each type-of-farming area ,  "keyu farms would 
be se lec ted  which a r e  t y p i c a l  of the  a r e a  wi th  respec t  t o  types  of s o i l  
and other  physica l  operatirig conditions. These fa&s would- be se lec ted  
without regard t o  the  ind iv idua l  managerial a b i l i t y  of t h e i r  operators.  

5 )  Land C l a s s i f i c a t i o n .  The land on each Ifkey" farm would be c lass -  
i f i e d  according t o  i t s  use and production capab i l i ty .  When ava i l ab le ,  
S o i l  Conservation Service Land Capabil i ty c l a s s i f i c a t i o n s  would be used. 
When such c l a s s i f i c a t i o n s  were not ava i l ab le ,  some o t h e r  bas i s  of c a p a b i l i t y  
c l a s s i f i c a t i o n  would be used, 

6 )  Acre Yield. Average a c r e  y i e l d s  f o r  the  ten-year period would be 
determined f o r  each crop grown on each land c a p a b i l i t y  c l a s s  under normal 
management, normal condit ions and current  farming p r a c t i c e s  genera l ly  
followed throughout t h e  type of farming area,  

7 )  Gross Yield. The average annual gross y i e l d  of each crop f o r  each 
l a d  c l a s s  would be determined f o r  the  Ifkeytf farm under considera t ion by 
mult iplying the  number of ac res  of each land c l a s s  devoted t o  each crop by 
t h e  average a c r e  y ie ld .  

8)  Gross Income. The average annual gross income derived from each 
crop f o r  each land c l a s s  would be determined by ml l f ip ly ing  t h e  gross y i e l d  

' 

by t h e  ten-year average f i e l d  p r i ce  received f o r  c ~ c h  crop. Local field 



prices  would be used because of the  varying costs of marketing crops from 

d i f f e r en t  areas,  


9) Net Available fo r  Capitalization.  The net avai lable  f o r  cap i ta l i -  
zat ion i s  the percentage of gross income which i s  normally real ized as  net 
income, It would be determined f o r  each area from consideration of average 
costs  of production with r e l a t i o n  t o  average gross income. 

10) Net Income. The net income real ized from each crop f o r  each land 
c l a s s  would be determined by multiplying the gross income by the net per- 
centage, Then the net incomes f o r  a l l  crops i n  each land c lass  would be 
added together t o  determine a t o t a l  net  income f o r  each land class ,  The 
t o t a l  net  income fo r  each land c lass  would be divided by the number of 
acres of each land class  devoted t o  crops t o  determine a net  income per 
acre  f o r  each land c lass ,  

The net income per acre f o r  each land c lass  would 
a value per acre f o r  land of each land 

class.  For example, an acre of crop land tha t  produced $10 net income would 
be valued a t  $200. ($10 divided by ,05 o r  multiplied by 20). This would 
be the average value per acre  of the land during the ten-year period, 1934 
t o  1943, inclusive,  Since t h i s  period has been prescribed a s  the  base period 
f o r  the  assessment of ag r i cu l tu ra l  land, corresponding t o  the 1941 base year 
prescribed fo r  the assessment of other property, t h i s  value per acre would 
become the assessed valuation per  acre  t o  b~ used throughout the area fo r  a l l  
land of the  c l a s s  under consideration. 

12) Mass Appraisal of A l l  Agricul tural  Land i n  Area. A l l  of the  agr i -  
c u l t u r a l  land i n  the area would then be c l a s s i f i ed  according t o  use and 
land capabi l i ty .  The number of acres  of each c l a s s  of land i n  each farm 
uni t  would be determined. I n  doing t h i s ,  a e r i a l  photographs of the  land 
and S o i l  Conservation Service Land Capability Maps would be used, when 
available.  I f  such maps were not avai lable ,  the  committee would c l a s s i f y  
a l l  of the  land by comparison with t h e  land on the  "keytv farms, 

The valuations per acre previously determined f o r  each land c lass  would 
then be applied t o  the number of acres  of each c l a s s  t o  produce a valuation 
f o r  a l l  land of each c l a s s  i n  the  un i t ,  and the products f o r  a l l  c lasses  
would be added t o  determine the t o t a l  valuation of a l l  the  ag r i cu l tu ra l  land 
i n  t he  un i t ,  

Separate valuations per acre  would be determined f o r  i r r i ga t ed  farm land, 
f o r  dry farm land, f o r  meadow hay l a d ,  and fo r  f r u i t  and vegetable t r a c t s ,  
i n  t h i s  manner, Valuations per acre  f o r  grazing lands would be determined 
i n  a s imi la r  manner, The land would be c l a s s i f i ed  czn the  bas i s  of animal 
carrying capacity and the value determination would be based upon the normal 
r e n t a l  value per head of ~ i v e s t o c k ,  
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RURAL LAND VALUE CALCULATION IRRIGATED LAND 

Using: 	 Average commodity p r ices ,  1934 t o  1943; ne t  avai lable  f o r  Capital iza- 

t i on  - 10%; and r a t e  of c ap i t a l i z a t i on  - 5% 


ACREAGE VALUE COMPUTATION BY LAND CLASS - TYPICAL OPE1~UTOR - TYPICAL CROP PATTE 

CLASS I 
7 

CROPS TYPICAL CROP PATTERN YIELD UNIT PRICE GROSS I N C O t E  NET 
Al f a l f a  40 Acres 3 T ,  $9,00 $1080 $108 
Beets 20 Acres 18 T o  6.25 2250 225 
Corn 40 Acres 70 Bu, .77 2156 215 
Beans 20 Acres 2000 Lbs , 3,59 143 6 144 
Barley 40. Acres 60 Bu, .55 1320 13 2 

Total  Acres 160 Tot a 1  Net Inc orne $824 

Net $824 160 acres  equals $5.15 net  income per  ac re  
$5.15 cap i ta l i zed  a t  5% equals valuat ion of $103 per ac re  

CLASS I1 
Alfa l fa  40 Acres 2% T. $9,00 $ 900 $ 90 
Beets 20 Acres 16- T o  6,25 2000 200 
Corn 40 Acres 60 Bu, .77 1848 184 
Beans 20 Acres 1500 Lbs. 3,59 1077 107 
Barley 40 Acres 50 Bu, .55 1100 110 

Total  Acres 160 	 Tota l  Net Income $691 

Net $691 ': 160 acres  equals $4.32 net income per  ac re  
$4.32 cap i ta l i zed  a t  5% equals valuation of $ 86 per  acre 

CL4SS I11 
Alfa l f a  40 Acres 2 T. $9,00 $ 720 $ 72 
Beets 20 Acres 12 T,  6,25 1500 15 0 
Corn 40 Acres 40 Bu. 7 7  1232 123 
Beans 20 Acres 800 Lbs, 3,59 574 57 
Bar l ey  40 Acres 40 Bu, .55 880 88 

Tota l  Acres 160 Tota 1  Net Income $490 

Net $490 f 160 acres  equals $3.06 net income per ac re  
$3.06 cap i ta l i zed  a t  5% equals valuation of  $ 61 per a c r e  

CLASS IV 
Alfa l f a  40 Acres 12 T. $9.00 $ 540 $ 54 
Beets 20 Acres 8 T. 6.25 1000 100 
Corn 40 Acres 25 Bu, .77 700 77 
Beans 2 0  Acres 400 Lbs. 3.59 287 28 
Barley 40 Acres 25 Bu, .55 550 55 

Total  Acres 160 Tota l  Net Income $314 

Net $314 f 160 acres  equals $1.96 net income per acre.  

$1.96 cap i ta l i zed  a t  5% equals valuat ion of $ 39 per  ac re  


5. Adapted from Assessors'  Real Esta te  Appraisal manual,'^. C14 (1955). 
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This method of appraising a g r i c u l t u r a l  land was developed during t h e  
re -appra i sa l  program, beginning i n  1947, and was f i r s t  applied t o  assessments 
i n 1 9 5 2 ,  It i s  the  r e s u l t  of a cooperative e f f o r t  headed by the  Re-appraisal 
Divis ion of the  Colorado Tax Commission, The S t a t e  Agr icu l tu ra l  Planning 
Cornlittee, t h e  Agr icu l tu ra l  Extension Service,  and t h e  Department of Agricul- 
t u r a l  Economy of Colorado S t a t e  Universi ty acted i n  advisory capac i t i e s  on 
a l l  phases of the  program, Numerous o ther  agencies were consulted on s p e c i a l  
phases. This cooperative nature  of t h e  method would be duplicated a t  the  
county l e v e l ,  where, i d e a l l y ,  t h e  county a g r i c u l t u r a l  agent ,  the  county 
a g r i c u l t u r a l  planning committee, t h e  s p e c i a l  advisory conunittee, and a t a x  
commission consultant  assessor  would a s s i s t  and advise t h e  county assessor  i n  
determining valuat ions  and applying them, 

A s  a method of a p p r a i s a l  i t  has much t o  recommend i t .  It recognizes the 
l o c a l  na tu re  of the  problem of appra i s ing  a g r i c u l t u r a l  lands and al lows f o r  
l o c a l  v a r i a t i o n s  i n  a g r i c u l t u r a l  condit ions,  It recognizes t h a t ,  i n  the  
f i n a l  a n a l y s i s ,  t h e  value of a n  a g r i c u l t u r a l  u n i t  depends upon the amount 
of income t h a t  can be derived from i t ,  It makes use of s c i e n t i f i c  and 
s t a t i s t i c a l  d a t a  which may be ava i l ab le ,  a s  w e l l  a s  of informed opinion. It 
allows f o r  taxpayer pa r t i c ipa t ion .  By the  use of a ten-year average, i t  
avoids excess ively  high o r  low values  which might r e s u l t  from the  use of a 
s i n g l e  year.  By i t s  emphasis on average management, it avoids penalizing 
good management o r  rewarding poor management, It i s  appl icable  t o  mass 
a p p r a i s a l  such as  i s  required i n  assess ing  a l l  of t h e  a g r i c u l t u r a l  land i n  
t h e  s t a t e ,  where it would be physica l ly  impossible t o  make a d e t a i l e d  individ-  
u a l  a p p r a i s a l  of each operat ing un i t .  And it seems simple enough t o  be 
capable of use by assess ing  personnel,  

However, the  r e s u l t s  achieved by t h i s  method can be only a s  good a s  t h e  
e f f i c i e n c y  of i t s  app l i ca t ion  and t h e  accuracy of the  da ta  used. Good r e s u l t s  
r e q u i r e  accura te  information concerning crop y i e l d s ,  commodity p r i ces ,  land 
c l a s s i f i c a t i o n s  and operat ing cos ts .  Uniformly good r e s u l t s  r equ i re  uniform 
a p p l i c a t i o n  of the  method, I n  a c t u a l  p rac t i ce ,  t h e  a p p l i c a t i o n  of  t h i s  
method has l e f t  much t o  be desired.  

Actual  P rac t i ce  

The a c t u a l  appra i sa l  of a g r i c u l t u r a l  land i n  a l l  counties has s t r ayed  
i n  varying degrees from the  prescr ibed method out l ined above, After  care-  
f u l  i n v e s t i g a t i o n ,  i t  can be s a i d  t h a t  i n  no county i n  the  s t a t e  has the  
method been applied exac t ly  a s  prescribed.6 I n  a t  l e a s t  seven counties,  no , 
re -appra i sa l  of a g r i c u l t u r a l  land has been completed, even though the  p r o j e c t  
was undertaken state-wide p r i o r  t o  1952 and was supposed t o  have been ef fec-  
t i v e  with the  1952 assessment. The pol icy  of t a x  commission personnel i n  
supervis ing t h e  a p p r a i s a l  o f  a g r i c u l t u r a l  land a c t u a l l y  has s t rayed from t h e  

6. 	 The Ci ty  and County of Denver can be excepted from t h i s  s tatement,  
s ince  i t  has no a g r i c u l t u r a l  land,  



prescribed method i n  some respects .  

Ilowever, before malting spec i f i c  c r i t i c s m  of what has or has not been 
done, it i s  only f a i r  t o  a l l  concerned t o  inention t h a t  many condit ions be- 
yond the  c o n t r o l  of  those p a r t i c i p a t i n g  i n  t h e  progran have made i t  
impossible t o  conlply s t r i c t l y  with the  prescribed policy.  Furthermore, t h e r e  
i s  l i t t l e  doubt t h a t ,  i n  general ,  the present  asszssed valuations on agr icu l -  
t u r a l  lands a r e  much b e t t e r  than those which were i n  e f f e c t  p r io r  t o  the  re-
appraisa l .  It can be sa id  t h a t  i n  many counties a reasonably good job of 
appra i sa l s  has been done, i n  view of e x i s t i n g  circumstances. 

Crop-yield Information. A very important f a c t o r  i n  successful  a p p r a i s a l  
by ' t h i s  method j.s the  us,e of accurate crop-yield information. Therefore, 
t h e  a v a i l a b i l i t y  of such information i s  e s s e n t i a l  t o  good r e s u l t s .  The only 
s t a t i s t i c s  concerning crop y i e l d s  which were ava i l ab le  f o r  use i n  the re -  
appra i sa l  program were t h e  Colorado Agr icu l tu ra l  S t a t i s t i c s  which a r e  published 
annually by the Colorado Department of Agriculture,  The value of these  f o r  
use i n  appra is ing t h e  land i s  l imited by the  f a c t  t h a t  they a r e  compiled on a 
county-wide basis:, giving the  t o t a l  and average y i e l d s  of each crop. f o r  each 
county, Therefore, t h e i r  d i r e c t  use i n  determining average y i e l d s  f o r  d i f f e r -  
e n t  areas  wi th in  t h e  county, o r  f o r  d i f f e r e n t  c l a s s e s  of land i s  impossible, 
Furthermore, the  y i e l d s  per ac re  are  shown f o r  harvested ac res ,  r a t h e r  than  
planted acres.  They have been useful ,  however, a s  a point  of reference,  

I n  the  absence of crop s t a t i s t i c s  f o r  each separa te  area ,  a s u b s t i t u t e  
measure was adopted. A consensus of opinion was obtained from among the  
l o c a l  farm operators,  who served on t h e  county advisory committees, concern-
i n g  the  normal average crop y i e l d  during t h e  base ten-year period, I n  some 
cases,  t h i s  opinion may have been based upon a c t u a l  crop records kept by 
members of t h e  committee. I n  most cases,  however, i t  tended t o  be merely 
t h e  opinion of vhat  the  average y ie ld  would l i k e l y  be. I n  some cases,  
such consensus of opinion was probably very near ly  correc t .  I n  o the rs ,  it 
may have been q u i t e  wrong. 

The committee members probably d id  not r e c o l l e c t  very c l e a r l y  t h e  crop- 
y i e l d  h i s t o r y  of the  prescribed ten-year period i n  many cases.  I n  some 
count ies ,  those who p a r t i c i p a t e d  now believe they were unconsciously in -  
fluenced by pr ide  i n  t h e i r  years of b e t t e r  y i e l d s ,  o r  by prospects of  
improved y ie lds ,  t o  overs ta te  t h e  normal y ie ld .  This p o s s i b i l i t y  i s  borne 
out by an apparently h igher  l e v e l  of va lua t ion  i n  these counties,  I n  o t h e r  
cases they appear t o  have been influenced unconsciously by t h e i r  memory of 
drduth, o r  by t h e i r  knowledge t h a t  the information was t o  be used f o r  
purposes of determining assessed valuat ion,  t o  be overly conservative i n  
t h e i r  opinions, It i s  not believed, however, t h a t  the re  was any d e l i b e r a t e  
co l lus ion  among the  committee members t o  obta in  low assessed valuat ions  
by understat ing yie lds .  Whatever the r e s u l t s ,  i t  appears t h a t  the  men who 
served on advisory committees were very s ince re  i n  t h e i r  d e s i r e  t o  perform 
a worthwhile service ,  The main weakness demonstrated was the  l ack  of 
adequate crop-yield records i n  the  form i n  which they were needed, and 
committee members provided the  bes t  information avai lable .  



Crop Pr ices .  Since the  l o c a l  f i e l d  p r i ces  f o r  each crop i n  each 
county can be obtained from the  Colorado Agr icu l tu ra l  S t a t i s t i c s ,  i t  
seenis t h a t  t h i s  por t ion  of t h e  required  da ta  was s u f f i c i e n t l y  accurate,  
And s ince  t h e  varia, t ion i n  p r i c e  from one area  t o  another wi th in  a county 
is  usua l ly  small,  those f i e l d  p r i c e s  should be adequate f o r  use i n  t h i s  
type of appra i sa l ,  

Costs of Operation. Records of c o s t s  of opera t ion during the  prescr ibed 
ten-year period were not a v a i l a b l e  t o  t h e  appra.isers, nor have they been 
a v a i l a b l e  t o  those studying assessnient methods. Again, improvisation i n  t h e  
a p p r a i s a l  process was necessary, with re l i ance  on the .opinions  of advisory 
committee members, It could not be determined dur ing  t h i s  study whether 
a c t u a l  d i f fe rences  i n  cos t  ~ f ~ o p e r a t i o n  from one a r e a  t o  another were ade-
quate ly  recognized. 

The problem of evaluating t h e  q u a l i t y  of the  a p p r a i s a l  work done on 
a g r i c u l t u r a l  land has been complicated by the  f a c t  t h a t  i t  has been 
impossible t o  l e a r n  what crop y i e l d s  and c o s t s  of opera t ion were used i n  
value computations i n  any but a  few of t h e  s ix ty - th ree  counties,  No records  
of t h e  value  computations were kept  e i t h e r  a t  the  o f f i c e  o f - t h e  t a x  commis- 
s ion ,  a t  t h e  o f f i c e  of the  county assessor ,  o r  by t h e  advisory conmittees. 
Usually, the  only records kept were t h e  resul ts - -a  schedule of assessed 
va lua t ions  per  ac re  t o  be used f o r  each c l a s s  of land i n  each area  i n  t h e  
county. Therefore, i t  has been impossible t o  v e r i f y  t h a t  the  valuat ions  i n  
use were correctly- determined by v e r i f y i n g  each s t e p  i n  computation, 

Land Class i f i ca t ion ,  I n  s e t t i n g  up the  a p p r a i s a l  method, i t  was de- 
termined t h a t  t h e  bes t  land c l a s s i f i c a t i o n  ava i l ab le  was t h a t  of t h e  S o i l  
Conservation Service.  Unfortunately, a t  the t i m e  the  re-appraisa l  
was undertaken, t h e  land c l a s s i f i c a t i o n  information t h a t  was ava i l ab le  f o r  
use was, i n  genera1,very fragmentary i n  nature. Only a small  p a r t  of the  
t o t a l  acreage of t h e  s t a t e  had been c l a s s i f i e d  i n  d e t a i l  by the  S o i l  
Conservation Service. Ifhere reasonably complete c l a s s i f i c a t i o n s  were ava i l -  
a b l e  f o r  a  county, o r  f o r  an a r e a  wi th in  a county, they  proved t o  be very 
h e l p f u l  t o  the  appraisers .  I n  many counties,  where only p a r t i a l  c l a s s i f i c a -  
t i o n  surveys had beenmadep t h e s e  proved h e l p f u l  f o r  c l a s s i f i c a t i o n  of land 
by comparison, 

Because of the  d i f f i c u l t y  encountered i n  at tempting t o  use a uniform 
method of land c l a s s i f i c a t i o n ,  and because of the  d i f f i c u l t y  of g e t t i n g  
bas ic  crop-yield da ta  by c l a s s  of land,  i n  p r a c t i c e ,  t h e  po l i cy  of determ- 
i ~ n gl and  va lua t ions  s p e c i f i c a l l y  f o r  each c l a s s  of land was abandoned, 
Ins tead,  va lua t ions  were determined f o r  what was deemed t o  b e  average land 
i n  each area.  Higher and lower valuat ions  were a r b i t r a r i l y  assigned t o  
good and poor land. 

Since an accura te  determination of acreages of land by c lasses  and uses 
is  e s s e n t i a l  t o  good appraisal ,  and s ince  the  use of a e r i a l  photographs of  
the  land i s  e s s e n t i a l  t o  such determination,  t h e  possession and use of such 
photographs is  an  important element i n  success fu l  a p p r a i s a l ,  It has been 
determined t h a t  only twenty-three county assessors  possess a e r i a l  photo- 
graphs, I n  eighteen other  count ies ,  photographs a r e  a v a i l a b l e  t o  t h e  assessor  



i n  other governme~ital o f f i c e s ,  but not always a t  t h e  county s e a t .  It i s  
d e f i n i t e l y  known t h a t  twenty-one counties n e i t h e r  purchased a e r i a l  photo- 
graphs nor had the  use of any. Furthermore, some of those photographs i n  
use have become obsolete and should be replace,  

Use of 1934-1943 Base Period. A s  with the  assessment of a l l  c l a sses  
o f  property, the adherence t o  a base period of value a s  a standard of 
a s  skssment i s  not conrlucive t o  the  rnaint enance o f  equalized assessed valua- 
t ions .  I n  the  case of a g r i c u l t u r a l  land, t h e  base period used was the  
ten-year period from 1934 t o  1943; inc lus ive .  T h i s  pe r iod  was 
selected.  pa r t ly  because crop s t a t i s t i c s  were ava i l ab le  f o r  t h a t  p a r t i c u l a r  
ten-year period on a county-wide bas is ,  They were not avai lable  f o r  l a t e r  
years  because of war-time in te r rup t ion  of t h e  pub l ica t ion  of crop s t a t i s -  
t i c s .  It was a l s o  believed t h a t ,  f o r  a g r i c u l t u r a l  land,  t h i s  ten-year 
period was represen ta t ive  of the  1941 l e v e l  of values. 

With the passage of time, t h e r e  i s  not necessar i ly  a s t a t i c  compara- 
t i v e  r e l a t i o n s h i p  of a g r i c u l t u r a l  land values among the  many separa te  
a g r i c u l t u r a l  areas  i n  the  s t a t e ,  nor i s  the re  a s t a t i c  comparative 
r e l a t i o n s h i p  between t h e  values of a g r i c u l t u r a l  lands,  and those of o t h e r  
c lasses  of property. During the  i n f l a t i o n a r y  t r end  t h a t  has followed t h e  
yea r  1941, a g r i c ~ ~ l t u r a lland values may have increased niore o r  l e s s  than 
those of o ther  c lasses  of property. I n  addi t ion ,  the  base period i s  now 
s o  f a r  i n  the  pas t  t h a t ,  i n  the  absence of adequate h i s t o r i c a l  da ta ,  it 
i s  extremely d i f f i c u l t  t o  make appra i sa l s  based on values of t h a t  period. 

Accomplishment by Counties. One i n d i c a t i o n  of the  degree of e f f e c t i v e -  
ness of t h i s  method t o  d a t e  is  what has been accomplished s ince  i t s  
development. I n  1953, one year  a f t e r  t h e  re -appra i sa l  became e f f e c t i v e ,  
according t o  a tax commission publ ica t ion of land valuations which were t o  
be used i n  each county, the  following had been accomplished: 

1) No valuations were published f o r  s i x t e e n  counties,  i n d i c a t i n g  
t h a t  nothing had been accomplished i n  these  counties. Denver County, 
which has no a g r i c u l t u r a l  land, and San Juan County, which has only 364 
acres  of grazing land p r iva te ly  owned a r e  included i n  these  16  counties,  

2 )  For s i x  count ies ,  the only valuat ions  published were standardized 
valuat ions  f o r  meadow hay and grazing land designed f o r  state-wide use, 
t o  be applied on the b a s i s  of tonnage y i e l d  and animal carrying capaci typ 
respect ively ,  ind ica t ing  t h a t  no a c t u a l  f i e l d  work had been done i n  these  
counties. 

3 )  For forty-one count ies ,  a schedule of valuat ions  was published: 

a )  four teen of which included t h e  standard meadow hay and grazing 
valuat ions ,  a l l  o the r  valuat ions  having been developed s p e c i f i c a l l y  f o r  
each county; 

b )  f i v e  of which included standard meadow hay valuat ions ,  with 
s p e c i f i c  valuations on other  c lasses ;  



c )  e igh t  of which included standard grazing land valuations 
with s p e c i f i c  valuat ions  on o the r  c lasses ;  

d )  two of which included valuat ions  f o r  i r r i g a t e d  farm land only; 

e )  and twelve of which included a complete schedule of valuat ions  
designed s p e c i f i c a l l y  f o r  each county, area  by area6 -

A l l  county assessors  have been v i s i t e d  a t  t h e i r  o f f i c e s  a t  l e a s t  onceo 
a t  which time the  schedule of land valuat ions  a c t u a l l y  i n  use i n  each county 
was obtained,  and compared with the  schedules published i n  19536 Records 
were inspected t o  v e r i f y  the  use of t h e  schedule. A statement was obtained 
froni t h e  assessor  concerning how the  land was appraised i n  h i s  county. The 
problem was a l s o  discussed wi th  many a g r i c u l t u r a l  people throughout the  
s t a t e ,  and t h e i r  views concerning t h e  current  v a l u a t i o n  of a g r i c u l t u r a l  
lands  were obtained, 

I n  general ,  t h e  fol lowing conclusions can be s t a t e d  about the  current  
s i t u a t i o n ,  I n  two counties a super ior  job of a p p r a i s a l  appears t o  have been 
accomplished, judging by the  methods used. Very e f f e c t i v e  use was made of 
t h e  method prescribed by the  t a x  commission, adapted t o  l o c a l  circumstances. 
Very extensive use was made of advisory committees whose members worked 
hard and d id  a thorough job of appra i sa l ,  making a very c a r e f u l  and compre- 
hensive c l a s s i f i c a t i o n  of land,  The valuat ions  determined by the  prescr ibed 
formula were followed closely.  The committees a r e  s t i l l  functioning,  
meeting annually t o  review a g r i c u l t u r a l  land assessnients and t o  recommend 
adjustments,  on occasion, and t o  consider a l l  reques ts  f o r  adjustment which 
have been received from land owners. The assessors  and county commissioners 
of t h e s e  two counties make no adjustments of t h i s  c l a s s  of assessments 
except on committee recomnlendation. 

Thir teen other  counties have apparently done a reasonably good job of 
a p p r a i s a l ,  though not a s  outstanding a s  t h e  two r e f e r r e d  t o  above. 

S i x t e e n  other counties have made a conscientious e f f o r t  t o  do a 
thorough a p p r a i s a l  and have achieved f a i r l y  good r e s u l t s ,  However, i n  
general ,  they d i d  not have very e f f e c t i v e  use of committees, they d i d  not 
adhere s t r i c t l y  t o  scheduled valuat ions ,  and c l a s s i f i c a t i o n  of lands were 
not a s  thorough a s  should have been, 

Nine o the r  counties have r a t h e r  unsa t i s fac to ry  appra i sa l s ,  with in-  
e f f e c t i v e  o r  no use of committees, f a i l u r e  t o  r e c l a s s i f y  lands ,  inadequate 
records  of what was done, and ind ica t ions  of va lua t ions  being s e r i o u s b  
out  of l i n e  wi th  those of neighboring counties, 

A t  l e a s t  four teen counties have e i t h e r  done nothing on re-appraisa l  of  
a g r i c u l t u r a l  lands,  o r  have done so  poorly a s  t o  make i t  des i rab le  t h a t  a 
complete re-appraisa l  be done. 

Two count ies  s t i l l  use the  a p p r a i s a l  system previously i n  e f f e c t  i n  
t h e i r  count ies ,  which the  assessors  f e e l  produce s a t i s f a c t o r y  r e s u l t s ,  but  



t h e  schedule o f  va luat ions  used i s  not one developed and approved by the  
t a x  commission, 

I n  another county, t h e  assessor determined t h e  valuat ions  himself,  
vrithout t a x  conmission consul ta t ion ,  using a d i f f e r e n t  formula than t h a t  
prescribed. The r e s u l t i n g  valuations a r e  not iceably  out of l i n e  with 
those i n  adjoining counties,  

I n  another, the assessor ,  with in tens ive  comnlittee p a r t i c i p a t i o n ,  
developed a divergent  c lass i f i ca . t ion  system, r a t i n g  land a t  a percentage 
of the  value of the  b e s t  lalid i n  the  county, and s e t t i n g  t h e  l e v e l  of 
va lua t ion  by coniparison with s imi la r  land i n  an adjoining county which had 
done a thorough job .of aappraislal, It i s  not intended t o  be c r i t i c a l  of t h i s  
procedure except t h a t  it is  not i n  conformity with t a x  c o d s s i o n  policy,  

I n  another county, committees c l a s s i f i e d  t h e  land i n  d e t a i l  and then 
determined an average va lua t ion  per a c r e  f o r  each farm uni t .  On the  proper ty  
card only t h i s  average va lua t ion  fo r  each u n i t  i s  entered, making i t  extreme-
Jy d i f f i c u l t ,  i f  not impossible, t o  even determine whether t h e  proper 
schedule of valuations has been used, 

I n  another county, the  l o c a l  committee decided, the  assessor  accepting 
t h e  decis ion,  t h a t  s i x  per cent  should be used a s  the  r a t e  of c a p i t a l i z a t i o n ,  
r a t h e r  than f i v e  per  cent ,  thereby producing a lower l e v e l  of valuat ion,  

I n  s e v e r a l  counties,  a f l a t  va luat ion per a c r e  i s  used county-wide 
f o r  a l l  grazing land, and another f l a t  va.luation pe r  ac re  f o r  a l l  meadow 
hay land, without regard  f o r  t h e  va r ia t ions  i n  carrying capaci ty  o r  
product iv i ty ,  

I n  another county, near ly  f i v e  per cent  of the  land assessed a s  agri-
c u l t u r a l  land i s  c l a s s i f i e d  a s  miscellaneous land,  This land i s  i n  smal l  
t r a c t s ,  each of which contains some i r r i g a t e d  farm land,  some meadow hay 
land, some i r r i g a t e d  pas ture  land,  and some waste land. The land i n  these  
t r a c t s  has not been c l a s s i f i e d ,  but i s  assessed a t  a uniform va lua t ion  per 
a c r e  f o r  a l l  land i n  each t r a c t ,  

If it were the  purpose of t h i s  r epor t  t o  a s s e s s  blame f o r  f a u l t y  
assessments on an ind iv idua l  bas is  and t o  fol low up with d i r e c t  co r rec t ive  
a c t i o n  i n  each and every county, a d e t a i l e d  r e p o r t  could be made of what 
has been learned i n  each of the  s ix ty- three  counties. However, such a c t i o n s  
are of an  adminis t ra t ive  nature,  r a t h e r  than l e g i s l a t i v e .  The foregoing 
ana lys i s  should be s u f f i c i e n t  t o  support t h e  fol lowing conclusions: 1 )  t h e r e  
i s  a great  lack of uniformity i n  methods used i n  t h e  appra i sa l  of agricul-
tural  land among t h e  s ix ty - th ree  counties;  2 )  t h e r e  i s  a g rea t  v a r i a t i o n  
i n  the  degree of e f f i c i ency  of appra i sa l  from county t o  county; and 3 )  while 
t h e o r e t i c a l l y  the  prescr ibed method of appra i sa l  i s  good, i n  i t s  app l i ca t ion  
it has f a l l e n  shor t  of i t s  objec t ive  because of l ack  of adequate information 
and thorough i n e f f e c t i v e  administrat ion.  

Comparisons of Assessed Valuations, I n  add i t ion  t o  an ana lys i s  of 
methods of appra i sa l  a c t u a l l y  used, c e r t a i n  comparisons of  the  assessed 



va lua t ions  i n  e f f e c t  must be made i n  order t o  evaluate  the  degree o f  
equa l i za t ion  t h a t  has been achieved, It i s  poss ib le  t h a t  i n  some counties 
t h e  a p p r a i s a l  of a g r i c u l t u r a l  lands might be judged t o  be good i n  terms of 
a p p l i c a t i o n  of the  prescribed methods, and s a t i s f a c t o r y  equal iza t ion 
poss ib ly  has been achieved f o r  the  a g r i c u l t u r a l  land c lasses  wi th in  t h e  
county. However, the r e s u l t i n g  valuat ions  might be comparatively high o r  low, 
due t o  some undetected f a u l t  i n  appl ica t ion,  such a s  the  use of inaccura te  
crop d a t a ,  o r  due t o  changes i n  value of the  land s ince  the  base period which 
was used. On the  other hand, some counties,  i n  which t h e r e  was poor com-
pl iance  wi th  the prescribed method, might be found t o  have a s a t i s f a c t o r y  
l e v e l  of assessments when compared with others,  

The s a l e s - r a t i o  study provides one comparison of  assessed va lua t ion  
t o  s a l e s  value f o r  those a g r i c u l t u r a l  u n i t s  which were so ld  during t h e  one- 
year  period from Ju ly  1, 1957 t o  June 30, 1958, inc lus ive .  

I n  t h e  development of t h e  s a l e s  r a t i o s  f o r  a g r i c u l t u r a l  lands great  
ca re  was t aken  t o  i s o l a t e  the  problem. Only those s a l e s  which were con-
s ide red  t o  be t r u e  s a l e s  of a g r i c u l t u r a l  lands,  a s  such, and which provided 
a t r u e  comparison of sa,les considera t ion and assessed valuat ion,  were used. 
A l l  s a l e s  of r u r a l  land were s c r u t i n i z e d  t o  determine whether they should 
be considered f o r  use, As  a r e s u l t  of t h i s  a t t e n t i o n ,  the  fol lowing types 
of s a l e s  were not used i n  determining t h e  sa les  r a t i o  of a g r i c u l t u r a l  lands:  

1 )  s a l e s  between r e l a t i v e s ;  

2 )  s a l e s  having any element of foreclosure  o r  compulsion; 

3 )  s a l e s  of land f o r  right-of-way; 

4)  s a l e s  of t a x  t i t l e ;  

5 )  s a l e s  of land when t h e  exact  assessed va lua t ion  f o r  the  land so ld  
could not be determined; 

6 )  s a l e s  where the considera t ion included payment f o r  anything except 
r e a l  estate--personal  property,  grazing permits,  l e a s e s  of public land, 
growing crops ,  etc-- and t h e  considera t ion paid f o r  r e a l  e s t a t e  only could 
not be determined; and 

7) s a l e s  where the  purchaser bought f o r  a use o the r  than agr icu l tu r -  
a l - - r e s i d e n t i a l ,  comniercial o r  i n d u s t r i a l  s i t e s ,  p leasure  r e s o r t s ,  o r  suburban 

, development* 

A 1 1  assessed valuations repor ted  on a g r i c u l t u r a l  land s a l e s  were v e r i f i e d  
by inspec t ion  of the  records of the  county assessor ,  and a l l  s a l e s  considera- 
t i o n s  w e r e  v e r i f i e d  insofa r  a s  such v e r i f i c a t i o n  was poss ib le ,  By corres-
pondence with purchasers, and by inspec t ion  of records  i n  the  o f f i c e  of t h e  
county c l e r k  and recorder ,  i t  was determined whether any ob l iga t ion  was 
assumed i n  connection with t h e  purchase which was not s t a t e d  i n  t h e  considera- 
t ion .  I n  the  same manner, i t  was determined whether anything purchased o t h e r  
than t h e  described land and improvements on it was ' included i n  t h e  s t a t e d  
considerat ion,  If such was found t o  be the  case and no value of  the non-
r e a l t y  items could be determined, the  s a l e  was not used i n  determining 



t h e  sa:Les r a t i o ,  If' no s a t i s f a c t o r y  answer co~:ld be obtained the  s a l e  
was not used, 

The average stat-e-wide s a l e s  r a t i o  f o r  a g r i c u l t u r a l  land a s  a separa te  
class i s  24,2 per ccnt ,  This i s  somewhat lover  than t h e  average r a t i o  f o r  
s a l e s  o f  a l l  c lasses  of pi-operty, which i s  27,9 per cen t ,  Twenty-seven 
of t h e  counties hil.ve r a t i o s  higher than t h i s  average f o r  a g r i c u l t u r a l  land, 
ranging up t o  44,7 i n  one county, T~senty-five of the  c o ~ m t i e s  have r a t i o s  
lower than  t h i s  average, r a ~ ~ g i n g  Nine counties down t o  11,,5 i n  one county, 
have agr icu . l tura1 land s a l e s  r a t i o s  between 23.0 and 25.4, within  f i v e  . 
per cent  on e i t h e r  s i d e  of t h e  average, Twenty-two counties have r a t i o s  
above and twenty-tlu-cc: counties have r a t i o s  below t h i s  f i v e  per cent va r ia -  
t ion .  

Co~nparison of Dry and I r r i g a t e d  Land, One s i g d f  i can t  r e l a t i o n s h i p  
t h a t  i s  indicated by comparing these r a t i o s  i s  t h a t  i r r i g a t e d  land,  a s  a 
c l a s s ,  has a higher r a t i o  than dry  land a s  a c lass .  The counties having 
r a t i o s  above the  average a r e  predominantly counties of i r r i g a t e d  farming, 
t h e r e  being only one county i n  the  group having no i r r i g a t e d  farming. 
Those having r a t i o s  below the average include t h i r t e e n  counties having 
l i t t l e  o r  ID i r r i g a t e d  fanning, This i n d i c a t i o n  i s  stapported by the  
fol lowing conparison of separa te  r a t i o s  on d i f f e r e n t  c l asses  of ag r icu l tu r -  
a l  land,  

County "Af1 has i r r i g a t e d  and dry farm land i n  approximately the  propor- 
t i o n  of one t o  f i v e ,  respect ively .  I n  t h i s  county, the  s a l e s ! r a t i o s  on 
separa te  c lasses  of  farni lalid are as  follows: 

1) on farm u n i t s  having dry  farm land,  but no i r r i g a t e d  land 22.3; 

and 
2) on farm u n i t s  having grazing land,  exclus ively  (no far111 l and)  20.2; 

3 )  on farm u n i t s  having some i r r i g a t e d  farm land 28,3, 

County "BfVhas i r r i g a t e d  and dry farm land i n  approximately t h e  propor- 
t i o n  of twenty t o  one, respect ively .  I n  t h i s  county, the  s a l e s  r a t i o s  on 
separa te  c lasses  of land .are a s  f o l l o ~ r s :  

1) on farm u n i t s  having dry  farm land,  but  no i r r i g a t e d  land 21,O; 

2)  on farm u n i t s  having grazing land,  exclus ively  (no farm land) 23.1; 
and 

3 ) on f a r m  u n i t s  having some i r r i g a t e d  farm land 35,6,  

County l lG"' has no i r r i g a t e d  land, and s a l e s  were of lands which had 
only a small  amount of grazing land associa ted  with dry farm land. The 
s a l e s  r a t i o  was 19,7. 

Ciounty "D" has no d ry  farm land, and has i r r iga - t ed  land and grazing 
land i n  approximately t h e  proport ion of two t o  f i v e ,  r e spec t ive ly ,  I n  t h i s  
county, the  s a l e s  r a t i o s  on separa te  c l a s s e s  of land a r e  a s  follows: 



1 )  o n  farm u n i t s  having some i r r i g a t e d  farm land  23,5; 
and. 

2) on farm units having graz ing  land,  exc lus ive ly  (no farm l and)  8.1. 

The average r a t i o s  f o r  t h e s e  c a t e g o r i e s ,  f o r  t h e  e n t i r e  s t a t e ,  are  

as fo l lows :  


1) o n  farm u n i t s  having d r y  farm land,  but  no i r r i g a t e d  land  20,8; 

2 )  on farm u n i t s  having g raz ing  land ,  exc lus ive ly  
and 

3 ) o'n farm u n i t s  having some i r r i g a t e d  farm land  

Comparisons of  Assessed Valuat ions at  County Lines. Another comparison 
t h a t  can be made t o  i n d i c a t e  t h e  degree of e q u a l i z a t i o n  between count ies  
i s  a comparison of assessed  v a l u a t i o n s  of s imi ' lar  lands  i n  ad jo in ing  coun t i e s  
a t  t h e  county l i n e s .  Fol lov~ing  a r e  t h e  r e s u l t s  of such comparison: 

- Valuat ions p e r  Acre of Lands Adjoining at  County Lines -
Grazing Dry Farm Meadow S a l e s  R a t i o  

County A I n  Land . Land Hay Land Ago Land 
Comparison -Co. A Other Coo Co. A Other Coo Co. A Other Co. -Co. A Other Co, 

With County B 4,50 2.50 20,OO 12,OO 42,OO 40,OO 24,9 26.4 

With County C 4.50 2,50 t o  None None None None 24,9 31,8 
3.50 

With County D 4 3 0  2.50 None None 42.00 45,OO 24,9 27,7 

With County E 4,50 3.00 None None None None 24.9 19,8 

I r r i g a t e d  Sales. R a t i o  
County F i n  Grazing Land Farm Land Ago .Land 
Comparison Coo F Other Coo Coo F Other Co. -Co. F Other Coo 

With County G 2,50 2.50 20,OO 10.00 24.2 23,6 
60,OO 100,OO 

With County H 2,50 3,80 None None 24,2 26,9 

1-With County I 2,OO 2,75 15,OO 20 .OO --
-I-2,50 4.00 30.00 50.00 --

m-With County J 2,50 2,8O 72,OO 35,OO --
80,OO 70.00 



Valuations per Acre of Lands Adjoining a t  County Lines 
I r r i g a t e d  Sales  Rat io  


County K i n  Grazing Land Farm Land 

Cornparis on -Coo K Other Cow Coo K Other Co, Co, K Other Co,


- -L IP  - -
With County L None None 15.00 25,78 34,5 37,7 

45,OO 46,45 
With County M 5,OO 2,OO 30,OO 42 34.5 31,2 

75,OO 60,OO 
With County N 2,50 2.00 30,OO 29.25 34.5 44.7 

75,OO 67,50 

County 0 i n  Grazing Land Dry Iaxzd I r r i g a t e d  Land Sales  & t i 0  
Comparison --Co. 0 Other Coo -Co. 0 Other Co, -Co, 0 Other Co. Co. 0 Other CI 

With County P 2,75 2/75 5,Oo 8,OO None None 27,O 22,9 

With County Q 2.75 4.00 5,OO 8,OO None None 27.0 24.3 

12,OO 15.00 


With County R 3,00 3,25 5,35 6,OO None None 27,O 19,9 

12.00 12,OO 

With County S 15,OO 20.87 116,50 127,OO 27,O 27,4 

I n  t h i s  example, County A is  seen t o  have higher valuat ions  than i t s  
neighboring counties,  This county i s  one iq which a g r i c u l t u r a l  land has not 
been re-appraised,.  I n  2952, e x i s t i n g  valuat ions  i n  t h i s  county were increased 
by a uniform percentage. A s  can a l s o  be noted, i t s  valuat ions  a r e  uniform 
wi th in  each c l a s s ,  i n d i c a t i n g  f a i l u r e  t o  c l a s s i f y  land according t o  i t s  r e l a -
t i v e  production c2 p a b i l i t y .  

Sa les  r a t i o s  f o r  the  counties a r e  a l s o  shown f o r  purposes of comparison. 
I n  t h i s  connection, i t  should be noted t h a t  t h e  comparison of assessed valua- 
t i o n s  a t  the  county 1 inesA.s  not necessar i ly  t h e  same as the  comparison o f  
s a l e s  r a t i o s ,  The s a l e s  r a t i o s  a r e  a measure of the  l e v e l  of assessnients 
on a l l  land i n  each o f  the  counties.  County-wide, a county may have a h igher  o r  
lower l e v e l  i n  r e l a t i o n  t o  i t s  neighbor than  i s  t h e  case a t  t h e  county l i n e .  
I n  t h e  f i r s t  example, t h i s  d i f fe rence  i s  q u i t e  noticeable.  County ltAIt use6 
uniform valuat ions  per acre;county-wide f o r  each of t h e  th ree  c l a s s e s  shown, 
A s  a r e s u l t ,  land adjoining a p a r t i c u l a r  neighboring county may appear t o  be 
assessed a t  a high l e v e l  by comparison. On t h e  o ther  hand, land i n  the  
i n t e r i o r  of the  county, being of b e t t e r  quaLity but assessed a t  t h e  uniform 
valuat ion,  i s  assessed a t  a lower l e v e l  I n  r e l a t i o n  +o i t s  value, 

Comparison by Crop S t a t i s t i c s .  An attempt has been made t o  develop 
another means of  comparing t h e  valuat ions  of a g r i c u l t u r a l  lands from one 
county t o  another, This was a n  attempt t o  de te rn ine  from such s t a t i s t i c s  as 
were ava i l ab le  t h e  average gross production of all crops i n  each county, 



determine an average gross production per ac re  of cropland, and an average 
n e t  income per acre,and then c a p i t a l i z e  t h i s  average net  income per a c r e  
a t  f i v e  per cent. This c a p i t a l i z e d  average net  income per  ac re  would then 
be compared with t h e  average assessed valuat ion of t h e  lands. No s t a t i s t i c s  
were developed which i t  was f e l t  were s u f f i c i e n t l y  r e l i a b l e  f o r  publicat ion.  

The chief  obs tac le  encountered was t h a t  a l l  ava i l ab le  s t a t i s t i c s  of 
c rop  production a r e  on t h e  bas i s  of ac res  harvested. No s a t i s f a c t o r y  way 
was found t o  ad jus t  the  s t a t i s t i c s  s o  as t o  represen t  the  t o t a l  and average 
y i e l d s  f o r  a l l  crops p lanted ,  whether harvested o r  not. Limi ta t ion  of the 
s tudy  only t o  crops a c t u a l l y  harvested would not give a t r u e  evaluat ion of  
t h e  product iv i ty  of a l l  of the  crop land. 

I n  search f o r  a. way. of making such a comparison, another comparison 
was developed which i s  of i n t e r e s t .  For s i x  counties,  widely separated 
geographically, an average gross r e c e i p t s  f i g u r e  per a c r e  was ca lcu la ted  f o r  
t h e  period 1934 t o  1943, inc lus ive ,  and f o r  t h e  period 1948 t o  1956, inclu-  
s i v e ,  These averages were based upon acres  harvested, only, and a r e  gross 
r e c e i p t s  only, No cos t s  of production have been -taken i n t o  considera t ion f o r  
e i t h e r  period. Following is  a comparison f o r  t h e  six counties showing t he  
inc rease  i n  average gross r e c e i p t s  per ac re  from t h e  e a r l i e r  period t o  
the  l a t e r :  

I r r i g a t e d  Land Dry Land 
County 1934-1943 1948-195 6 1934-1943 1948-1956 

Baca 14,48 42,45 
Bent 47.72 95.44 
De l ta  25.36 61,51 
Garf ie ld  26,37 51.51 
La P l a t a  17,67 40.20 
Lincoln 14.93 50,86 

These comparisons are not given as a measure of  t h e  increase  i n  t h e  
value  of t h e  land from the  e a r l i e r  period t o  t h e  l a t e r  period,  but only 
a s  an i n d i c a t i o n  of t h e  increase i n  value t h a t  has occurred, 

Findings and Conclusions 

1) The method of appra is ing a g r i c u l t u r a l  land f o r  assessment s e t  
f o r t h  i n  t h e  t a x  conmission's Real Es ta te  Appraisal  Manual i s  t h e  bes t  -
method ava i l ab le  a t  present f o r  such appra i sa l .  

2)  The provision of t h i s  method of a p p r a i s a l  a s  t h e  t a x  commission 
po l i cy  on the  assessment of a .gr icul tura l  land has f a i l e d ,  i n  i t s e l f ,  
t o  produce wholly s a t i s f a c t o r y  r e s u l t s  i n  assessments of a g r i c u l t u r a l  
land because: 

a )  f a c t u a l  information needed t o  implement t h e  use of t h e  
method e i t h e r  has been not  obtainable,  o r  has not been obtained i n  
some ins tances ;  



b) i n  varying degrees ,  from county t o  county,  the  method has 
not been app l i ed ,  o r  has been appl ied  i n c o r r e c t l y ,  i n e f f i c i e n t l y ,  
o r  wi th  i n s u f f i c i e n t  thoroughness, and i t  has not been appl ied  
uniformly ; 

c )  i n  some coun t i e s ,  t he  v a l u a t i o n s  r e s u l t i n g  from appra i -  
s a l s  have not  been used i n  a c t u a l  assessments ,  o r  have been used 
i n  a l t e r e d  form;' 

d )  tax commission admin i s t r a t ion ,  i n s t r u c t i o n ,  superv is ion  
and enforcement of the  use of t h e  proscr ibed  method has been 
i n e f f e c t i v e ;  

e )  t h e  method has been i n s u f f i c i e n t l y  understood by many 
of those us ing  i t ;  

f )  i n s u f f i c i e n t  t r a ined  man power has been appl ied  t o  
appra is ing  and a s ses s ing  i n  many coun t i e s ;  

g )  i n s u f f i c i e n t  funds have been a v a i l a b l e  i n  many i n s t a n c e s ;  

h )  l o c a l  r e s i s t a n c e  on t h e  p a r t  of o f f i c i a l s  and tax-
payers  has, i n  some ins t ances ,  obs t ruc ted  e f f e c t i v e  adminis t ra -  
t i o n ;  and 

i) p r i o r  t o  the  present  s a l e s  r a t i o  s tudy,  and assessment 
methods s tudy ,  the r e s u l t s  of  t h e  a p p r a i s a l  had not  been ade- 
qua t e l y  t e s t e d  . 
3 )  Eq,ual izat ion o f  assessed va lua t ions  on a g r i c u l t u r a l  land 

does not e x i s t  w i t h i n  count ies ,  among c o u n t i e s ,  o r  wi th  o the r  c l a s s e s  
of proper ty .  

4)' For purposes of assessment,  land should be c l a s s i f i e d  a s  
a g r i c u l t u r a l  land ,  e x t r a c t i v e  l a n d ,  o r  s i t u s  land ,  

5) A g r i c u l t u r a l  land should be def ined  a,s t h a t  land which i s  
used f o r  t h e  product ion of l i v e s t o c k  o r  a g r i c u l t u r a l  products ,  o r  
i s  h.eld p r i n c i p a l l y  f o r  such use, and which d e r i v e s  i t s  va lue  from 
i t s  c a p a b i l i t y  f o r  producing such products .  

6 )  A g r i c u l t u r a l  land should be assessed  according t o  i t s  
c a p a b i l i t y  of producing income through the  product ion of a g r i c u l t u r a l  
products  o r  graz ing  of l i ves tock .  

7)  For purposes of such assessment,  a g r i c u l t u r a l  land should 
be c l a s s i f i e d  according t o  i t s  c a p a b i l i t y  of product ion,  such 
c l a s s i f i c a t i o n  being designated a s  land c a p a b i l i t y  c l a s ses .  

8 )  A g r i c u l t u r a l  land which i s  used f o r  the graz ing  of l i v e s t o c k  
should be c l a s s i f i e d  according t o  i t s  animal-carrying capac i ty ,  



9) Each lard c a p a b i l i t y  c l a s s ,  w i th in  each a r e a  i n  which s i m i l a r  
condi t ions  a f f e c t i n g  a g r i c u l t u r a l  product ion p r e v a i l ,  should be 
assessed  a t  a  v a l u a t i o r ~  p e r  a c r e  determined by c a p i t a l i z i n g  the 
average ne t income from such c lass  of l a n d ,  under average nanage- 
ment, with t y p i c a l  farming p r a c t i c e s ,  dur ing  a period of ten 
consecutive yea r s .  

10) The assessed  v a l u a t i o n s  f o r  each c a p a b i l i t y  c l a s s  i n  each 
a rea  should be reviewed annua l ly  with r e fe rence  t o  t h e  average 
product ion experience of t h e  preceding t e n  years,  provided t h a t  no 
adjustment of  e x i s t i n g  assessed  va lua t ions  should be made r ep resen t ing  
R change of i e s s  than  f i v e  per cent. 

11)  That t h e  Colorado t a x  comnission should be authorized a d re-
qu i red  t o  ga the r  and conipile such informat ion  concerning a g r i c u l t u r a l  
and l i v e s t o c k  product ion from any source a v a i l a b l e  a s  i s  needed f o r  
t h e  assessment of a g r i c u l t u r a l  land ,  

12) No land should be a s ses sed  a s  a g r i c u l t u r a l  land  which is  
not used f o r  a g r i c u l t u r a l  purposes,  o r  held f o r  such use ,  and t h a t  
i f  land which i s  a g r i c u l t u r a l  i n  use has  i n  a d d i t i o n  the re to  a use 
which i s  e i t h e r  e x t r a c t i v e  o r  s i t u s  i n  na tu re ,  t h e  va lue  of such 
a d d i t i o n a l  use should be taken i n t o  cons ide ra t ion  i n  a s ses s ing  such 
land.  

13) Such l e g i s l a t i o n  a s  i s  needed t o  implement t h e  foregoing 
conclusions should be enacted.  



THE ASSESS1Ili:NT OF EXTRAC'I'IVE LAND 

Ex t rac t ive  land may be defined a s  t h a t  c l a s s  of land which d e r i v e s  
i t s  value p r imar i ly  by t h e  e x t r a c t i o n  o r  removal of products from it. 
I t  inc ludes  those  c l a s s e s  of land colnmonly known as  mining c la ims ,  
petroleum land,  c o a l  mines, q u a r r i e s ,  sand, g r a v e l  and c lay  p i t s ,  minera l  
r i g h t s ,  and t imber  land. The de terminat ion  of i t s  value depends p r i m a r i l y  
upon t h e  market va lue  of  the  product e x t r a c t e d ,  the  c'ost of such e x t r a c t i o n ,  
and the f a c t  t h a t  t h e  product  ex t r ac t ed  i s  e i t h e r  i r r e p l a c e a b l e  o r  r e q u i r e s  
a long period o f  t i n l e  fo r  replacement. 

Current ly the  assessed  v a l u a t i o n  of t h i s  c l a s s  of land  i n  Colorado 
i s  a sma l l  p a r t  of t h e  e n t i r e  assessed va lua t ion  of the s t a t e .  The 1958 
v a l u a t i o n  of $167,094,466 r ep resen t s  5.1 per cent  of the  t o t a l  v a l u a t i o n  
of a l l  t axable  p rope r ty  i n  the s t a t e ,  1Jhi.le t h i s  propor t ion  may be 
r e l a , t i v e l y  small  i n  t he  t o t a l  p i c t u r e ,  e x t r a c t i v e  lapds  c o n s t i t u t e .  a 
d i s t i n c t  c l a s s  of p rope r ty  t h a t  should be sub,jected t o  equal ized  a s ses s -  
ments the same a s  any o the r .  The r e l a t i v e  p ropor t ion  i s  extremely 
important  i n  many coun t i e s ,  and t h e  r e l a t i v e  importance of t he  c l a s s  
could become g r e a t e r  w i t h  f u r t h e r  development of t he  m i n e m l  r e sources  
of the s t a t e .  

Table V shows, f o r  each county, the  t o t a l  assessed  v a l u a t i o n  of 
t h i s  c l a s s  of Land, and i t s  r e l a t i v e  importance i n  r e l a t i o n  t o  t h e  t o t a l  
v a l u a t i o n  of r e a l  proper ty .  Table VI shows the  t o t a l  1958 assessed  
va lua t ions  of v a r i o u s  c l a s s e s  of e x t r a c t i v e  l ands  a s  repor ted  t o  t h e  t a x  
commission by the county  a s ses so r s .  

Mines and Mining Claims 

-Sta tu to ry  Provis ions .  The law p r e s c r i b e s  i n  some d e t a i l  a method of 
a s ses s ing  producing mines. It d e f i n e s  "producing minesu a s  "mines and 
mining clainis whose g ross  product ion s h a l l  exceed f i v e  thousand d o l l a r s . "  
It r e q u i r e s  t h e  owners o r  ope ra to r s  of such mines t o  render  a  s ta tement  
of:  1) the g ross  va lue  o f  product ion f o r  t h e  preceding year ;  2 )  t he  
a c t u a l  c o s t s  o f  e x t r a c t i n g ,  t r anspor t ing  t o  p l ace  of r educ t ion  and s a l e ,  
t reatment  and s a l e ;  and 3 )  t h e  "ne t  proceedstt  a f t e r  deduct ing t h e  above 
expenses. It t h e n  p r e s c r i b e s  a method of' va lu ing  sa id  producing mine. 
The assessor i s  r equ i red  t o  determine t h e  l lgross  proceedst' and t h e  "net 
proceedst1 arxi a s s e s s  the mine a t  e i t h e r  one-fourth of g ross  proceeds o r  
a l l  of ne t  proceeds,  whichever i s  the  larger. 



TABLE V 

1958 Assessed Valuat ion of Ex t rac t ive  Land by Counties 

Assessed Per Assessed Per 
County Valuation -- Cent46 County Valuat ion Cent*-
Aclams $ 2,806,700 Lake 
Alanios a 22,021 LaPlata 
Arapahoe 233,790 Larimer 
Archule t a r  246,926 Las Animas 
Baca 342,662 Lincoln 
Bent 61,973 Logan 
Boulder 561,110 Mesa 
Chaff e e  314,070 Mineral 
Cheyenne 1,410,535 Mof f a t  
Clear  Creek 1,040,070 Montezwna 
Cone jos 21,355 Montrose 
Cos t i l l a  85,055 Morgan 
Crowley 86,140 Otero 
Cus t e r  
D e l t a  

104,293 
64,045 

m a y
Park 

Denver P h i l l i p s  
Dolores 202,360 P i t k i n  
Douglas 69,400 Prowers 
Eagle 1,123,242 Pueblo 
Elb e r  t 474,861 Rio Blanco 
E l  Paso 214,080 Rio Grande 
Fremont 159 ,.GGO Rout t 
Gar f i e ld  660,970 Sagua-che 
Gi lp in  710,'620 San Juan 
Grand 40,895 San Miguel 
Gunni son 
Yinsdale 

837,370 
214,785 

Sedgwick 
Summit 

Huerf ano 49,485 Te l l e r  
Jaclcs on 19722, 948 Washington 
J e f f e r s o n  121,050 Weld 
Kiowa 368,870 Yuma 
K i t  Carson 284,295 

9 Per cent of t o t a l  assessed  v a l u a t i o n  o f  r e a l  proper ty  i n  county. 

*ti Exclus ive ly  severed minera l  r i g h t s .  



TABLE V I  

1958 Assessed Valuat ion o f  E x t r a c t i v e  Land f o r  
S t a t e  by C l a s s e s ,  as Reported t o  Tax Commission 

% of  T o t a l  
Assessed Assessed Va lua t i on  

C la s s  Va lua t i on  E x t r a c t i v e  Land 

Producing Coal Land 
Non-Producing Coal hn& 
Developed Coal Land 
Undeveloped Coal Land 
Ma talliferous  Mining Claims 

Output of k l e t a l l i f e r o u s  Nines 
Q u a r r y  Land 
P l a c e r  C l a i m s  
Leasehold I n t e r e s t  per  Produc t ion  

( O i l  & Gas) 

O i l  Sha le  Land 
Minera l  Reserves 
Timber Land 

T o t a l  

It provides  t h a t  machinery and s u r f a c e  iniprovement s s h a l l  be a s s e s s e d  
s e p a r a t e l y .  This  p r o v i s i o n  i m p l i e s  t h a t  underground improvements such as 
i n s t a l l e d  r a i l ,  w a t e r l i n e ,  a i r  l i n e ,  power l i n e s ,  t imber ing ,  e t c . ,  are not 
t o  be s e p a r a t e l y  a s s e s s e d .  They a r e ,  i n s t e a d ,  inc luded  i n  t h e  v a l u a t i o n  
of  t h e  producing mine, 

It l i m i t s  t h e  u se  o f  t h i s  method t o  mines produc ing  "gold,  s i l v e r ,  
l e a d ,  copper o r  o t h e r  p r e c i o u s  o r  v a l u a b l e  mine ra l s  ." It s p e c i f i c a l l y  
exc ludes  from assessment  by  t h i s  method mines producing " i r o n ,  c o a l ,  
asphal tum,  q u a r r i e s  and l ands  va luab le  because c o n t a i n i n g  o t h e r  meta l s  , 
mine ra l s  o r  e a r t h s  ." 

It p rov ides  t h a t  mining c la ims  and pos se s so ry  r i g h t s  not c l a s s i f i e d  
as producing mines s h a l l  be  a s se s sed  accord ing  t o  t h e i r  va lue .  The 
a s s e s s o r ,  i n  a s s e s s i n g  them, s h a l l  cons ide r  l o c a t i o n ,  p rox imi ty  t o  o t h e r  
mines o r  mining c la ims  and  any o t h e r  m a t t e r s  which niay t end  t o  assist him 
i n  a r r i v i n g  a t  a f a i r  and e q u i t a b l e  e v a l u a t i o n  of  such proper ty .  



It provides  t h a t  no non-producing mining claim may be assessed  a t  
a greater  sum per acre t h a n  i s  assessed  a g a i n s t  the lovest-valued 
producing mine i n  t h e  same l t loca l . i ty . l l  

It provides t h a t  "any number of contiguous c la ims  owned and opera ted  
as one proper ty  by t h e  same person,  a s s o c i a t i o n  o r  corpora t ion ,  t h e  gross 
product ion  of which s h a l l  be more than  f i ve  thousand d o l l a r s  per annum, 
s h a l l  be deemed and considered t o  be one producing mine f o r  t h e  purpose 
of  this chapter," 

Tax Comnission Pol icy  and Assessmeht Prac t ice .  Since a method of  
assesstnent has t o  some e x t e n t  been prescr ibed  by s t a t u t o ,  tax conmission 
po l i cy  has  been l i m i t e d .  l a r g e l y  t o  i n t e r p r e t i n g  t h e  s t a t u t e  as problems 
develop,  and leaving  assessment t o  the d i s c r e t i o n  of t he  a s ses so r  w i t h i n  
t h e  1.imitat.ions of the s t a t u t e .  These i n t e r p r e t a t i o n s  have not been 
ga thered  toge the r  i n t o  one s e t  of i n s t r u c t i o n s .  However, they  are 
m a t t e r s  o f  comnion knowledge among a s s e s s i n g  o f f i c e r s  and taxpa.yers 
concerned with t h i s  c l a s s  of p r o p e r t y ,  

Assessment of Producing Mines. As s t a t e d  above, t h e r e  i s  a method 
f o r  a s s e s s i n g  producing mines p resc r ibed  by s t a t u t e .  The wording of the 
s t a t u t e  i s  such t h a t  t he re  has been cons iderable  d i f f i c u l t y  i n  i n t e r -  
p r e t i n g  i t s  meaning f o r  appl ica t i -on  to a c t u a l  assessment s i t u a t i o n s .  

The s t a t u t e  c l a s s i f i e s  mines a s  producing mines and non-producing 
mines. I n  order  t o  be c lass i f ied  a s  a producing mine, the nine must 
produce a specific type of  metal.  If it produces "gold,  s i l v e r ,  l ead ,  
copper o r  "o ther  precious o r  va luable  niineralsH i t  i s  c l a s s i f i e d  a s  a 
producing mine. If i t  produces I t i ron ,  c o a l ,  asphaltum, qua r ry  materials, 
o r  o t h e r  me ta l s ,  minerals  o r  ear ths"  i t  i s  not  c l a s s i f i e d  as a producing 
mine f o r  purposes of assessment .  Sinco only a few mineral products  a r e  
s p e c i f i c a l l y  named, i t  i s  d i f f i c u l t  to  determine t o  which ca tegory  o ther  
products  belong. Are they "o the r  prec ious  o r  va luab le  minerals" and 
t h e r e f o r e  i n  the  category of producing mines, o r  a re  they "o ther  m d a l s ,  
mine ra l s  o r  e a r thsv  and t h e r e f o r e  i n  the non-producing ca tegory?  

Many kinds o f  e x t r a c t i v e  materials a re  produced i n  Colorado today 
which a re  not  s p e c i f i c a l l y  named i n  e i t h e r  category.  It has been necessary 
f o r  a dec i s ion  t o  be made each time a new product appears .  I n  genera l ,  
mines p r o d u c i n ~  those products  which are m e t a l l i c  i n  nature and a r e  
produced by o rd ina ry  mining methods are  t r e a t e d  as producing mines. Those 
whose products  a re ' non-me ta l l i c  i n  nature  a r e  usually not assessed  a s ,  
producing mines. In a d d i t i o n  t o  gold, s i l v e r ,  l e a d ,  and copper,  the  

1, C.W,S, 1953, Art .  137-5, 



fol lowing metals  have, by common p r a c t i c e ,  come to be regarded a s  
qua l i fy ing  t h e  mines from which produced f o r  assessment as producing 
mines : Tungsten, z inc ,  molybdenum, vanadium, uranium, t i n ,  and 
beryllium. 

Another requirement  spec i f i ed  f o r  q u a l i f i c a t i o n  of  a  mine a s  a  

"producing mine" i s  t h a t  i t s  "gross  production" f o r  t h e  preceding year  

exceed f i v e  thousand d o l l a r s .  The term "gross  production" i s  not c l e a r l y  

defined. The term has been i n t e r p r e s t e d  i n  p r a c t i c e  t o  mean the g r o s s  

va lue  of t h e  o r e ,  l e s s  c o s t s  of  t r a n s p o r t a t i o n ,  t rea tment ,  r educ t ion  and 

s a l e .  I n  o ther  words, i t  i s  t h e  amount f o r  which the crude  o r e  could be 

so ld  a t  t h e  en t rance  o f  t h e  mine. 


, 

l'here has  been t h e  same unce r t a in ty  r ega rd ing  t h e  meaning of t h e  

terms Itgross proceeds" and "ne t  proceedsf1 which a r e  used i n  p resc r ib ing  

t h e  method of c a l c u l a t i n g  t h e  assessed  va lua t ion .  In p r a c t i c e ,  the  terms 

have been i n t e r p r e t e d  as fo l lows:  t he  term "g ross  proceeds" means t h e  
' 
same a s  "gross  pmduction1I and excludes c o s t s  incurred  a f t e r  the o r e  is  

e x t r a c t e d  from t h e  mine; and Itnet proceedsu means the  amount which re-

mains a f t e r  c o s t s  of e x t r a c t i n g  t h e  o r e  from t h e  mine a r e  d9ducted. A l l  

of t hese  i n t e r p r e t a t i o n s  have been sus ta ined  by the  cour ts .  


A s tandard form i s  used on which a  mine ope ra to r  i s  requ i red  t o  

r e t u r n  t o  the  a s s e s s o r  a s tatement  of h i s  annua l  product ion f o r  t h e  pre-  

ceding year. It provides f o r  the  fo l lowing informat ion  i n  addition t o  the 

i d e n t i f i c a t i o n  o f  t h e  mine and i t s  owner : (1) gross va lue  of o re  produced; 

(2 )  c o s t  of  t r a n s p o r t a t i o n ;  (3) cos t  of t rea tment ,  r educ t ion  and s a l e ;  

and ( 4 )  c o s t  o f  e x t r a c t i o n .  


l'he fo l lowing example bes t  i l l u s t r a t e s  how t h i s  informat ion  i s  used 

i n  a s ses s ing  the mine. 


Gross Value of  Ore. (Gross Sales P r i c e ) .  ................. $10,000,000 
Less Cost of Transpor ta t ion . .  ...............$ 100,000 
Cost of Treatment, &duction and Sale. ...... 2,500,000 
Gross Proceeds.... ....................................... 

Less Cost of Extract ion. . . . . ,  ............................ 3 700 000 

Net Proceeds ............. . . . . . e . . . . . m . . . . . . . . . . m . . . . . . . m ~  


One-fourth Gross Proceeds Equals.. ....................... $ 1,850,000 

Net Proceeds Equals. ..................................... $ 3,700,000 


Assessed Valuat ion i s  the  l a r g e r  of t h e  two.. ............ $ 3,700,000 


2. Standard Chemical Company v. C u r t i s ,  77 Cola. 10, 233 P. 1112 
(1925) ; Tallon v. Vindicator  Consolidated Gold Mining Company, 
59 Colo. 316, 149 P. 108 (1915); Paxson v. Cresson Gold Mining 
and Mil l ing  Company, 56 Colo. 206, 139 P. 531 (1914). 



If n e t  proceeds a r e  s n ~ a l l e r  than one-fourth of gross  proceeds, the  

assessed  v a l u a t i o n  i s  one-fourth of gross  proceeds. Thus, i t  is  poss ib l e  

t h a t  c o s t s  of e x t r a c t i o n  may exceed gross  proceeds, r e s u l t i n g  i n  no n e t  

proceeds.  Y e t  there  i s  a  minimum assessed  v a l u a t i o n  equal  t o  one-fourth 

of t h e  gross  proceeds, 


Given the  informat ion  included i n  the  s t a  ternent of annual product ion,  
the  process  of c a l c u l a t i r ~ g  a n  assessed  va lua t ion  i s  very simple. O f  more 
concern t o  the  a s ses so r  i s  the  problem of whether the  inforcm.tion is  
c o r r e c t .  This i s  not  a  ques t ion  of honesty of re- turn s o  much as i t  i s  
one of  accounting p r a c t i c e .  The s t a t u t e  does n o t  s p e c i f y  vrhat i s  included 
i n  the  gene ra l  itenis o,f c o s t  which are  deduc t ib l e .  It i s  important t o  know 
whether a n  item i s  deduct ib le .  It i s  equa l ly  important  t o  know a t  what po in t  
i t  i s  deduc t ib l e .  No d e f i n i t e  po l i cy  has been formulated governing the  
e x a c t  c o s t  accounting which should be used. 

One example of a problem faced  i n  t h i s  r e s p e c t  r ega rds  the  c o s t s  of 
developing a  mine f o r  f u t u r e  product ion.  Should such development be 
deducted as a c o s t  of e x t r a c t i o n  f o r  t h e  year  i n  which incu r red?  O r  should 
it be c a p i t a l i z e d  and a porti .on be deducted a  nnual ly f o r  s e v e r a l  y e a r s ?  
The law does  not answer t h i s  problem. No d e f i n i t e  p o l i c y  has  been ' e s t ab l i shed .  
I n  p r a c t i c e ,  a s ses so r s  permi t  t h e  mine opera tor  t o  use whichever method 
he p r e f e r s .  With e i t h e r  method, t h e  c o s t  cannot be deducted more than once. 
However, i t  does make a d i f f e r e n c e  which one i s  used. If i n  deducting the 
f u l l  c o s t  i n  one ycar ,  t h e  ne t  proceeds i s  caused t o  be less t h a n  one-fourth 
the g ross  proceeds,  t h e  ope ra to r  has, i n  e f f e c t ,  deducted some por t ion  of  
the  c o s t  without  a reduct ion  of assessed va lua t ion ,  

No mention i s  niade i n  t h e  s t a t u t e  o f  what is  cornonly known a s  
d e p l e t i o n  allowance. The que s t i o n  i s  f r equen t ly  r a i s e d  whether t h i s  a l low-
ance i s  deduc t ib l e  as a c o s t  o f  e x t r a c t i o n .  I n  p r a c t i c e ,  such deduct ion 
is no t  a l l o w e d ,  

I n  t h e  case of  small  mine ope ra t ions ,  poor accounting i s  typ ica l .  
This c a n  r e s u l t  i n  cons iderable  confusion.  For example, a small ope ra to r  
may h a u l  h i s  o r e  from the  mine i n  h i s  own trucks.  He is e n t i t l e d  to deduct 
the  c o s t  of such haul ing '  a s  c o s t  of t r anspor t a t ion .  It i s  important  t h a t  
i t  be deducted as such i n  o rde r  t h a t  the  gross  proceeds be reduced, r a t h e r  
t h a n  n e t  proceeds only. Yet, some ope ra to r s  main ta in  a supply of gaso l ine  
and motor o i l  which i s  used f o r  both t rucks  and mine machinery, No account- 
ing i s  k e p t  of how much i s  used f o r  each purpose. Therefore,  it is impossible  
t o  determine a c c u r a t e l y  how much is  deduct ib le  as t r a n s p o r t a t i o n .  

This i s  but  one example o f  the  many problems o f  t h e  a s ses so r  and 
opera to r  i n  making a product ion  assessment.  It has  been necessary f o r  t h e  
a s s e s s o r  t o  a u d i t  many r e t u r n s  merely i n  the  i n t e r e s t  of s ecu r ing  c o r r e c t  
infornmtion which the ope ra to r  cannot  supply unass is ted .  



Another problem i n  t h e  i n t e r p r e t a t i o n  o f  t he  s t a t u t e  i s  t h a t  of how 
many mining c l a ims  may be included i n  t h e  assessment  on a producing mine. 
The words of  t h e  s t a t u t e  a re  "aqv nunlber o f  con t iguous  c la ims owned and 
ope ra t ed  a s  one p r o p e r t y  by t h e  same person ,  a s s o c i a t i o n  o r  c o r p o r a t i o n  .... s h a l l  be deemed and considered t o  be one producing mine." The 
i n t e r p r e t a t i o n  o f  t h i s  p r o v i s i o n  i s  impor tan t .  Such c la ims  as a r e  i nc luded  
as p a r t  of a  producing mine a r e  s u b j e c t  t o  no o t h e r  assessment .  Those 
excluded a r e  a s s e s s e d  a t  t h e  p r e v a i l i n g  v a l u a t i o n  p e r  a c r e  a s  non-producing 
claims. A s  ho ld ings  have been conso l ida ted  i n t o  groups c o n s i s t i n g  o f  
hundreds of cla, ims, i t  h a s  become very impor tan t  t o  l i n i i t  a s  much a s  poss-  
i b l e  the  number o f  c la ims  t h a t  can  be i nc luded  i n  the ,  u n i t  assessment .  

Nine owners seek  t o  i nc lude  a s  a p a r t  of  t h e  u n i t  a s  many c la ims  as 
p o s s i b l e  . Emphasis i s  p laced  by them upon t h e  term ucont iguous  ." Claims 
a re  cont iguous if t h e i r  boundaries  a r e  t ouch ing  o r  over lapping .  The mine 
owners seek t o  i n c l u d e  c la ims  t o  which t h e y  do n o t  even have f e e  t i t l e ,  
but  which a r e  o n l y  l e a s e d  o r  under o p t i o n  t o  purchase ,  if cont iguous wi th  
t h e  ones owned. They manufacture c o n t i g u i t y  by l o c a t i n g  a d d i t  i o n a l  c l a ims  
f o r  t he  s o l e  purpose of j o i n i n g  s e p a r a t e  c la ims  i n t o  a s i n g l e  group. A s  
a r e s u l t ,  groups have extended to  t h e  p o i n t  where some c la ims  of a group 
of cont iguous claims may be s e v e r a l  m i l e s  away from the  l o c a t i o n  of  t h e  
mining ope ra t i on .  

The tax  conmission and t h e  a s s e s s o r s ,  a s  a m a t t e r  of p o l i c y ,  have 
a t tempted  t o  l i m i t  t h i s  tendency. They have i n s i s t e d  on i n t e r p r e t a t i o n  o f  
t h e  c l a u s e  a s  a whole, 

1 1

i he  producing mine u n i t  i s  l in l i t ed  to  c la inis  which 
a r e  both owned and ope ra t ed  by one person ,  a s s o c i a t i o n  o r  c o r p o r a t i o n ,  a s  
w e l l  as being con t iguous  one t o  another .  The requi rement  o f  o p e r a t i o n  
l i m i t s  c la ims  i nc luded  i n  t h e  u n i t  t o  those  d i r e c t l y  conilectcd wi th  t h o  
mining o p e r a t i o n ,  i .e .  1 )  those  from which o r e  i s  e x t r a c t e d  d u r i n g  t h e  
y e a r ,  2 )  t hose  through which o r e  i s  t r a n s p o r t e d  t o  t h e  s u r f a c e ,  3 )  o r  
t hose  upon o r  i n  ~Jhi.chany phase o f  t h e  mining o p e r a t i o n  i s  conducted. 
Claims a t  a d i s t a n c e ,  which a r e  being he ld  f o r  f u t u r e  e x p l o i t a t i o n  o r  for 
some o t h e r  purpose,  a.re not i n c  luded. IIowever, i n  p rac t ice  t h i s  p o l i c y  i s  
n o t  follorred s t r i c t l y ,  w i th  t h e  result t h a t  many a c r e s  of  mining c la ims  a r e  
i nc luded  i n  u n i t  assessments  of producing mines which should be a s se s sed  
s e p a r a t e l y .  

Another problem i n  t h e  assessment  o f  a producing n ine  i s  t h a t  of t h e  
d i v i s i o n  o f  the  assessment  among two o r  more c o u n t i e s  when t he  produc ing  
group ex tends  beyond t h e  limits of one county.  The law i s  s i l e n t  on t h i s  
q u e s t i o n .  A s  t h e  assessment  i s  a u n i t  assessment ,  i t  i s  not p o s s i b l e  t o  
assess d i f f e r e n t  c l a ims  of  t h e  u n i t  a t  d i f f e r e n t  v a l u a t i o n s .  The o n l y  l o g i -
c a l  way i s  t o  d i s t r i b u t e  the  v a l u a t i o n  equally ove r  a l l  c la inis  i n  p r o p o r t i o n  
t o  suxfalce acreage .  Two methods of so lv ing  t h i s  probleni have been developed, 
and both a r e  i n  use  i n  d i f f e r e n t  a r e a s  of t h e  s t a t e .  They a r e :  1 )  d i v i s i o n  
of  t h e  u n i t  assessment among c o u n t i e s  in p r o p o r t i o n  to  t h e  number of a c r e s  
of c la ims  i n  eqch county;  and 2 )  1 imi . t a t i on  of t h e  u n i t  assessment t o  
c1al.m~loca t ed  i n  t h e  county where t h e  o r e  i s  brought t o  t h e  s u r f a c e .  



I n  the  c a s e  of d i v i s i o n  of  the u n i t  assessment ,  the a s s e s s o r s  must 
f i r s t  agree on the  amount o f  t h e  assessment.  They must then agree on 
which c la ims  a r e  included i n  the  u n i t .  It i s  then very  simple t o  appor t ion  
t h e  assessment by acreage w i t h i n  each county. I n  t h e  de terminat ion  o f  
c la ims  included,  t he re  is  a tendency i n  both coun t i e s  t o  permit i n c l u s i o n  
of  as much acreage a s  poss ib l e  i n  order t o  increa-se t h e  propor t ion  of 
t o t a l  acreage i n  t he  county, This  is  p r i m a r i l y  r e spons ib le  f o r  the v io la t ion  
of t h e  po l i cy  r e l a t i n g  to l i m i t a t i o n  of the  u n i t .  

The o t h e r  method, l i m i t i n g  t h e  u n i t  t o  one county,  i s  c l e a r l y  i l l e g a l ,  
but i s  used i n  some cases ,  neve r the le s s .  The county wherein the  o r e  i s  
brought t o  t h e  su r face  makes a u n i t  assessment basad on production on those 
claims the  county. The o t h e r  coun t i e s  a s s e s s  t h e  claims of t he  
producing u n i t  which a r e  within t h e i r  boundaries a s  non-producing c l a ims  
a t  a hi@ v a l u a t i o n  per acre .  This amounts t o  a double assessment upon the 
mine owner, a s  under the  law he i s  e n t i t l e d  t o  have a s i n g l e  u n i t  a s s e s s -
ment upon t h e  e n t i r e  producing mine. 

~ h o 'use  of t h i s  method i s  based upon a m i s i n t e r p r e t a t i o n  of  a *supreme 
c o u r t  d e c i s i o n .  I n  the  case  o f  Standard Chemical Co. v. Cur t i s  (1925) 77 
Colo. 10, 233 P. 112, i t  was r u l e d  t h a t  o r e  should be valued a t  t h e  p o i n t  
of i t s  separa , t ion  from t h e  sur face .  The c l e a r  i n t o n t  of t h i s  r u l i n g  was 
t o  c l a r i f y  the d e f i n i t i o n  of t h e  terms "gross proceeds" and " c o s t s  of 
e x t r a c t i o n u  used in c a l c u l a t i n g  a v a l u a t i o n ,  and not t o  the s i t u s  of the 
assessment .  If the  l a t t e r  were t r u e ,  only a s i n g l e  c l a im could be i n -
c luded  i n  a u n i t  assessment.  The case had nothing t o  do with in ter -county  
afssessment. 

/ 

Another problem encountered by a s ses so r s  i n  t h e  assessment of producing 
mines i s  the  f a i l u r e  o r  r e f u s a l  of mine owners t o  r ende r  a r e t u r n  of t h e i r  

/ product ion .  This problem has developed i n  the assessment of uranium mines. 
For many yea r s  mine ope ra to r s  were not permit ted by the  Atomic Energy Com- 
mission t o  r e p o r t  t h e i r  annual  product ion to  county a s ses so r s .  This 

! 	 hindrance was par t ia l ly  removed when the t a x  conmission was permitted t o  
o b t a i n  froni purchasers  of  o r e  t h e  amount of money paid t o  each ope ra to r  
f o r  o r e  de l ive red .  Since i n  uranium mining t h e  o r e  i s  purchased before 
i t  i s  processed,  it was poss ib l e  to  determine from t h i s  information t h e  
amount o f  gross  proceeds and t o  make a minimum assessment o f  one-fourth of  
t h a t  amount. The ope ra to r  was i n c l i n e d  t o  r e f u s e  o r  neg lec t  t o  supply h i s  
c o s t  of  e x t r a c t i o n  needed t o  determine n e t  proceeds.  He was being a s ses sed  
anyway and r e p o r t i n g  h i s  c o s t  o f  e x t r a c t i o n  could not  reduce h i s  assessment.  
It could ,  though, i nc rease  h i s  assessment ,  i f  t h e  c o s t  were suf'f i c i e n t l y  
low* 


Some a s s e s s o r s  have adopted the  practice of making a r b i t r a r y  a s ses s -  
ments which a r e  obviously excess ive ,  known a s  a r b i t r a r y  assessments. Then, 
when a s tatement  of c o s t s  i s  rece ived  from the o p e r a t o r ,  the assessment i s  
ad jus t ed  t o  a c o r r e c t  amount. I n  many cases the  c o r r e c t  assessment i s  
more t h a n  one-f our th  of gross  proceeds. 



Other assessors 'have  continued t o  assess  a t  one-fourth of gross 

proceeds without determining net  proceeds. A s  a r e s u l t ,  many opera tors  

have been escaping with lower assessments then they should, merely by 

r e fus ing  t o  render a statement, 


Another problem t h a t  has been encountered i n  t h e  assessment of 
uranium mines i s  the  assessment of the possessory r i g h t  of l e s sees  of 
government owned claims. This problem was not encountered before the  
formation of the  U. S. Atoniic Energy Commission, a s  t h e  Federal govern- 
ment had no policy of l eas ing  mining claims, Ownership of,mines was: 
i n  two forms: 1 )  possessory r i g h t s  i n  unpatented mining claims ; and 2) 
f e e  t i t l e  i n  patented clainis. A person could e s t a b l i s h  a claim t o  a 
mineral deposi t  by . "locating" i t ,  and could r e t a i n  possession by doing 
annual nassessnient work" (development work on the  claim). So long a s  
he complied with t h e  law, performing what was required ,  he had a possess-
ory r i g h t  i n  the  depos i t ,  together with a r i g h t  of use of t h e  surfaxe of 
t h e  land. Af ter  complying with the  requirements of the  law, he =.,auld be 
issued a patent  deed t o  t h e  mining claim by t h e  f e d e r a l  governmen-t. He 
then had f e e  t i t l e .  Colorado law pr0vides.tha.t  both patented mining 
claims and possessory r i g h t s  a r e  taxable. 3 This law has been upheld 
by the  U.S. Supreme c o u r t Q 4  

Then the  p r a c t i c e  of l eas ing  mineral  deposi ts  t o  p r iva te  opera tors  
was adopted by the  Atomic Energy Comndssion, ins tead  of permit t ing  loc-  
a t i o n  of claims i n  c e r t a i n  withdrawn areas ;  Assessors decided t h a t ,  
while t h e  Atomic Energy Commission, t h e  owners of the  land, were not 
subject  t o  t axa t ion ,  t h e  l e s s e e  had a possessory r i g h t  and t h a t  r i g h t  
was assessa,ble under Colorado law. Therefore, such l e s s e e s  were assess -
ed f o r  t h e i r  leasehold i n t e r e s t s  on the b a s i s  of annual production. 
This p rac t i ce  i s  now involved i n  a lawsuit  i n  d i s t r i c t  cour t  i n  Montrose 
County i n  the  case of  LaSalle Mining Company v. Montrose County. 

Nosl-Producing Mines, A l l  mining claims which cannot be c l a s s i f i e d  
a s  producing mines a r e  assessed as non-producing mines. The law provides 
t h a t  such c b i m s ,  patented o r  unpatented, s h a l l  be assessed according t o  
t h e  value thereof ,  The t a x  commission has l e f t  the  assessment of such 
mining claims t o  t h e  d i s c r e t i o n  of the  assessor ,  A s  r e s u l t  a wide vari-
a t i o n  has developed i n  assessment pract ice .  

There i s  no p r a c t i c a l  way of determining t h e  value of a mining claim, 
I t s  value depends upon t h e  value of the  mineral  concealed beneath t h e  
surface ,  This value cannot be determined before  explorat ion,  Af ter  
explora t ion,  information r e l a t i n g  t o  the  value  i s  not ava i l ab le  t o  t h e  
assessor.  

3 .  C.R.S. 1953, Sec. 137-5-4 and 9. 
4. Elder v. Wood, 208 U.S. 226, 52 L. cd. 484, 28 S. C t .  263 (1908) 



The t y p i c a l  p rac t i ce  i s  t o  assess  a l l  mining c l a i m  a t  a  uniform 
va lua t ion  per a.cre within each county. This valuat ion per acre,  i n  
each county, has a h i s t o r i c a l  b a s i s .  The sanie va lua t ion  has been used 
f o r  a long period of years  2nd i s  f rozen by l o c a l  t radit ion. .  It bears  
no rela. t ionship t o  ally evidence of value, such a s  the  s e l l i n g  p r ice  of 
claims; 

Some assessors  ha,ve adopted a sca.le of valuat ions .  They use a 
d i f f e r e n t  va lua t ion  per ac re  f o r  claims i n  one a r e a  than f o r  those i n  
another,  o r  f o r  d i f f e r e n t  kinds of mineral  deposi ts .  This i s  done when 
i t  is  corniionljf accepted tha.t claims i n  one area  a r e  de f i i l i t e ly  of g rea te r  
va lue  than claims i n  another area ,  

Valuations used vary from $2.95 per  ac re  i n  one county t o  $120 per 
a c r e  f o r  claims i n  two adjoining counties.  I n  one t r i -county  area ,  
forming a s i n g l e  mining a rea ,  claims a r e  a s e s s e d  a t  $50 per  ac re  i n  one 
county, $40 per ac re  i n  another ,  and $36 per acre  i n  t h e  th i rd .  It i s  
poss ib le  f o r  a s i n g l e  claim, l y i n g  part!-y i n  each of the  tiwoe counties,  
t o  bc silbject - to  each of the th ree  l e v e l s  o f  va luat ion.  Claims Q i n g  
ac ross  the  c o ~ u ~ t y  a.re comnon. l i n e  between two of the  counties 

I n  twenty-two counties,  nlinilig clairns a r e  assessed a t  a uniform 
v a l u a t i o n  per acre. I n  nine counties they a r e  assessed a t  d i f f e r e n t  
va lua t ions  per ac re  according t o  loca t ion  o r  type of inineral deposit .  

Non-producing, unpatented mining claims a r e  assessed i n  only one 
county i n  any s i g n i f i c a n t  nwjiber, although f i v e  o ther  count ies ,  having 
a sma , l l  number, a l s o  assess  them. They a re  assessed uniformly a t  $5.00 
per a c r e ,  

Level of Assessnient. The problem of equa l i za t ion  with assessments 
on o the r  c l a s s e s  of prop&ty i s  q u i t e  confusing. L i t t l e  has been learned 
from t h e  cur ren t  s a l e s  r a t i o  study concerning t h i s  p a r t i c u l a r  problem. 
Tliere have been no s a l e s  of prodacing mines repor ted ,  If t h e r e  were, 
such s a l e s  inE'ormatiolz would be of no value, Tile a,ssessment of a proL 
ducing mine bears no r e l a t i o n s h i p  t o  t h e  s a l e s  p r i c e  of nlines. It i s  
based each yea.r en t i r e ly ,  upon t h e  value of production f o r  the  preceding 
year a 

There have been few "arm's l e n g t l ~ "  s a l e s  of non-producing mining 
claims, Many cla,ims, p rev ious l~~r  taken f o r  del inquent  t axes ,  have been 
so ld  by t h e  counties.  These have not been accepted f o r  use i n  the  sales 
r a t i o .  However, i n  the  absence of normal s a l e s ,  they do give an i n d i c a t i o n  
of the  amount purchasers a r e  w i l l i n g  t o  give f o r  mining claims, 

In m o s t  count ies ,  such claims do not  s e l l  f o r  more than $100 per  
claim. For a full ten-acre cla.iiii t h i s  would be $10 pe r  acre ,  These 
claims i n  some counties a r e  assessed a t  from $18 t o  $50 per acre ,  in-
d i c a t i n g  a r a t i o  o f ,  not 30 per cen t ,  ljt~tof from 180 per cent  t o  5C)O 
per cent .  This is not a tempora.ry market s i t u a t i o n ,  but  one which has 
ex i s t ed  f o r  mna,ny years,  



There i s  f i r m  res is ta i lce  i n  niany counties .to any suggestion t h a t  
t h e  valuations should be reduced i n  the  i n t e r e s t  of equalizat ion.  I n  
t h e  counties where t h e  h ighes t  valuations per a c r e  are used, t h e  assessed 
valuat ion on non-producing nlining claims i s  a major p a r t  of the  t o t a l  
assessed valuat ion i n  the  county. These a r e  counties: of low t o t a l  assess-  
ed valuation,  and assessors  and commissioners f e e l  t h a t  they cannot 
a f fo rd  t o  reduce t h e i r  va luat ions  nlaterial ly.  

People do pay taxes  on these  high valuat ions  on l a r g e  numbers of' 
claims, year'-;;fter year.  Those upon which taxes a r e  not  paid a r e  taken 
by the  county f o r  del inquent  taxes and some a r e  reso ld  f o r  a t  l e a s t  a s  
much a s  the  accmula ted  delinquent taxes.  However, l a r g e  numbers of 
mining claims i n  the  s t a t e  have been removed from the  t a x  r o l l s  through 
delinquency and have not  been returned t o  t h e  r o l l s  through r e s a l e ,  
because of hig11 assessed valua-1:ions. 

Coal Lands 

Lands containing deposi ts  of coa l  a r e  excluded by law from as'sessment 
based upon annual production. A l l  such lands a r e  assessed a t  a  c e r t a i n  
valuat ion per acre ,  The f a c t  t h a t  a  mine i s  operat ing,  o r  capable of 
being operated, i s  considered i n  determining t h e  va lua t ion  per acre.  

Coal lands have been c l a s s i f i e d  by administra.tive policy a s  producing, 
non-producing, developed and undeveloped. These c l a s s i f i c a t i o n s  a r e  

defined a s  follows: "Producing Coal Land s h a l l  be deemed t o  be such f o r t y -  
ac re  u n i t s  a s  have workings i n  a seam of merchanta.ble coal ,  and from which 
c o a l  i s  being ext rac ted  during the  current  year." "Non-Producing Coal Land 
s h a l l  be deenied t o  be s w h  for ty-axre  u n i t s  of undeveloped merchantable 
coa l  a s  adjoins fo r ty -ac re  t r a c t s  of' producing or  developed c o a l  land, 
providing the  non-producing acreage s h a l l  not exceed t en  years normal 
production from the  mine." "Developed Coal Land s h a l l  be deemed t o  be 
such for ty-acre  u n i t s  a s  s h a l l  have a t ' l e a s t  one en t ry  dr iven more than 
half-xay across such f o r t y ,  ind ica t ing  r o b a b i l i t y  of merchantable c o a l  
i n  place throughout the  cur ren t  year. I' 5 

The t a x  commission ,recommends t h a t  the  assessors  a ssess  according t o  
these  c l a s s i f i c a t i o n s ,  and cooperate toward t h e  end of achieving equaliza-  
t i o n  of a,ssessrnents on t h i s  c l a s s  of property among counties,  

Following i s  a resume of 1958 assessed va lua t ions  p8r acre  i n  count ies  
which assess  a s igni f ica ,n t  amount of land a s  c o a l  land, 

5. Colorado Tax Conmission Circular  No, 1, 1958. 

6 Abstracts  of Assessment, 1958. 




C ounty Producing Non-Producing Developed Unveveloped 

Boul dc r  
De l ta  
E l  Paso 
F'remont 
Garf ie ld  
Gumiis on 
Huerf ano 
Las Animas 
Mof f a t  
Pitlcin 
Rout t 
Weld 

O i l  and Gas Lands 

The assessment of producing oil and gas K e U s  has nut been prescr ibed 
by law. Tax c o m i s s i o n  policy i s  t o  assess then 011. the bas i s  of production 
f o r  t h e  preceding year. An o i l  w e l l  i s  assessed at eighty-seven and one- 
ha l f  per  cent  of t h e  val~.te o f  t h e  production a t  the well-head determined 
by mul t ip ly ing the  t o t a l  n u ~ ~ i l ~ e ro f  barrels produced by the  average p r i c e  
per b a r r e l  a t  t he  well-head. A gas ~ q e l lis assessed on t h e  same bas i s ,  
wi th  t h e  posted f i e l d  p r i ce  being used. The assessn~ents  a r e  made upon 
leasehold i n t e r e s t s ,  whether t h e  o i l  and gas rights are owned pub l ic ly  o r  
p r i v a t e l y ,  and the amount of land included i n  each assessment i s  Limited 
t o  t e n  ac res ,  

Assessors a r e  using t h i s  policy with s t r i c t  uniformity. Therefore, 
i t  may be s a i d  -that w i t l ~ i n  t h i s  c l a s s  of property the re  is uniformity o f  
t reatment.  However, t h e r e  i s  not  equa l i za t ion  of valuat ions  wi th in  the  
c l a s s  because t h e  gross value of production i s  used a s  a base. No ad jus t -
ment i s  made f o r  varying c o s t s  from one we l l  t o  another,  It would be more 
equ i t ab le  f o r  the  assessment t o  be based ujmn t h e  net  proceeds, as i n  t h e  
case  of mines, 

It i s  not p o s s i b l e . t o  determine whether the  assessments on t h i s  c l a s s  
of e x t r a c t i v e  land a r e  equalized with those on a l l  o ther  c l a s s e s  of 
property.  They obviously a r e  not  equalized wi th  assessments on producing 
mines, because the  minim~un assessment on an o i l  o r  gas we l l  i s  eighty-seven 
and one-half per cent  of i t s  gross proceeds, while the  minim~un assessment 
on a producing nline is  twenty-five per  cent of i t s  gross proceeds. Further-
more, i t  i s  possible f o r  a p r o f i t a b l e  mine t o  be assessed f d r  no more than 
i t s  n e t  proceeds, whi le  a l l  o i l  and gas wel ls  a r e  assessed on the  basis 
of gross  proceeds. 

The exis tence  of these  d i f fe rences  ind ica tes  t h a t  eqwitable assessment 
would requ i re  the  use of the  same method of assessineilt f o r  a l l  types of 
e x t r a c t i v e  land .  However, t h e r e  has heen no g rea t  d e s i r e  on the  p a r t  o f  
e i t h e r  assessors  or  taxpayers f o r  assessment of o i l  and gas wells  i n  the  
same manner a s  mines, even though t h i s  might r e s u l t  i n  a more equi table  



assessl~ieiit, I n  t h e  f i r s t  p l ace ,  the  p resen t  method, r e q u i r i n g  no r e p o r t -  
i n g  of  cos-ts, i s  very siniplc. I n  t h e  second p lace ,  t h e r e  i s  no advantage 
t o  t h e  opera tor  of an o i l  o r  gas t ~ e l l  i n  t h e  r educ t ion  of t h e  proper ty  
t a x  assessr!dnt. The reason f o r  t h i s  i s  t h a t ,  i n  t h e  pa,pflent of severance 
t axes ,  t h e  ope ra to r  i s  allowed c r e d i t  f o r  t h e  f u l l  a.mount of proper ty  t a x  
paid .  Therefore, t h e  proper ty  t a x  a c t u a l l y  c o s t s  t h e  opera tor  nothing a s  
long a s  i t  does not exceed t h e  amo~mt of  h i s  severance t a x  l i a b i l i t y .  
Furthermore, t h e r e  i s  no i n c l i n a t i o n  on t h e  p a r t  of a s ses so r s  t o  adopt a 
po l i cy  which r e s u l t s  i n  a r e d ~ r c t i o n  of t h e  va.luation, s ince  i t  i s  f e l t  
t h a t  if  t h e  l o c a l  governnients do not ge t  t h e  money, t h e  s t a t e  w i l l ,  

Mineral  Rights 

D i s t i n c t  from miniiig claiois are t h e  r i g h t s  t o  such minera ls ,  includ-
i n g  o i l  and gas, a s  nuy e x i s t  under land. The ownershir~ of t hese  r i g h t s  
may be separa ted ,  o r  severed,  from t h e  ownership of t h e  sur face .  The 
minera l  r i g h t s  under niuch of t he  land was r e se rved  by t h e  f e d e r a l  govern- 
ment vrhen pa tent  deeds t o  t h e  l and  were i ssued .  Likewise, t h e  S t a t e  of  
Colorado has reserved  t h e  minera l  r i g h t s  uiider school  s e c t i o n s  a s  they 
have been so ld ,  County governments have r e se rved  minera l  r i g h t s  when 
s e l l i n g  t a x  t i t l e s  t o  l and ,  A l l  of t hese  r ights .  vrllich a r e  omed  by t h e  
governments a r e ,  of  course ,  exempt fro111 t a x a t i o n .  except f o r  t h e  a s ses s -  
ment of privately-owned leasehold  i n t e r e s t s  when producing, 

Privately-owned minera l  r i g h t s  have a l s o  been severed f roin surf ace 
ormership. They have been s o l d  sepa-rately by t h e  owners of t h e  land ,  o r  
have been reserved  when t h e  l and  rms s o l d .  These p r i v a t e l y  owned minera l  
r i g h t s ,  when owned s e p a r a t e l y  from t h e  land  su r face ,  have been r u l e d  t o  
be s u b j e c t  t o  taxa t ion ,even  though t h e r e  may be no evidence of t h e  presence 
of minerals .  7 

Present  po l i cy  i s  t o  a s s e s s  severed mine ra l  r i g h t s  a t  a I;?inirl~ua valua- 
t i o n  of one d o l l a r  pe r  a c r e ,  I n  p r a c t i c e ,  not a l l  count ies  have done so. 
It i s  d i f f i c u l t  t o  determine t h e  cu r ren t  ownership, and some count ies  
have not seen  f i t  t o  undertake i t .  So~lle of t h e s e  count ies  do a s s e s s  such 
minera l  r i g h t s  when t h e  owilership i s  known, o r  w i ~ e i lt h e  owner r eques t s  
t h e i r  assessment; but  make no atteinpt t o  a s s e s s  a l l  of then,  Twenty-four 
coun t i e s  a s ses s  a l l  severed minera l  r i g h t s  a t  $1.00 pe r  ac re .  Twenty-two 
coun t i e s  a s ses s  them only OII r eques t  of t h e  oTdner. Scveiitee~i count ies  
do not  a s ses s  t h e w  Since  some taxable  proper ty  i s  escaping assessment,  
t h e r e  i s  l ack  of equa l i za t ion .  

Mineral r i g h t s  owned wi th  t h e  land a r e  not  assessed  unless  t h e  
presence of minerals  i s  p o s i t i v e l y  known. Therefore ,  t h e  p e c u l i a r  s i t -
u a t i o n  e x i s t s  rshere two farms of equal  value a r e  assessed  d i f f e r e n t l y  . 
If one man oFms one of them coniplete with t h e  minera l  r i g h t s ,  he i s  a s ses s -
ed f o r  only t h e  s u r f a c e  va lue  of t h e  land ,  I f  the owner of t h e  o t h e r  does 
not  own t h e  minera l  r i g h t s ,  he i s  assessed  i n  t h e  s ~ u cmanner f o r  t h e  
s t r f a c e  va lue  of t h e  l and ,  and another  nian who owns t h e  severed nl ineral  
r i g h t s  i s  assessed  f o r  thea .  Thus one farm i s  a c t u a l l y  assessed  f o r  $1.00 
pe r  a c r e  more than t h e  o t h e r ,  merely because ownership of minera l  r i g h t s  
i s  sepa ra t e  from t h e  l and ,  

7. Union P a c i f i c  Rai l road  Co. v .  Hanna, 73 Colo. 162, 214 P. 550 (1923). 
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There i s  very l i t t l e  t a x a b l e  timber land i n  t h e  s t a t e .  It i s  
regarded as eAxtract iveland because iilconle j.s der ived  by c u t t i n g  t imber  
r.rll.iclz i s  rcplaced  only xft e r  a long period of time. Only timber land 
froin which timber can be c u t  and marketed a t  a p r o f i t ,  r e f  e r r ed  t o  a s  
nlerchantable timber,  i s  assessarl. a s  timber l and .  0 1 l l J r  a srla.21 acreage  
of such land i s  pr iva- te ly  owned, the  bvlk of i t  be ing  p u b l i c b  owned. 
I n  1958, only 9,161 ac res  of  land  were assessed  a s  t i inher laud ,  w i th  a 
t o t a l  v a l u a t i o n  of $172,929. 

The v a l u a t i o n  of t imber l and  i n  present p r a c t i c e  i s  on a n  acreage 
b a s i s .  The value n f  t h e  t imber (what can be r e a l i z e d  bjr nlarketing i t )  
i s  added t o  t h e  va lue  which would be placed upon the  land  i f  the  t imber 
were not  merchantable. This  p r a c t i c e  does no t  recognize t h e  e x t r a c t i v e  
n a t u r e  of  t imber,  

Miscel laneous Ex t rac t ive  Lands 

The assessment of q u a r r i e s ,  sand and g rave l  p i t s ,  c l a y  p i t s ,  and 
mines producing non-nietallic products  s t ~ c l ~  a3 f e l d s p a r  and f luo r spa r  has 
been l e f t  e n t i r e l y  t o  t h e  d i s c r e t i o n  of t h e  i n d i v i d u a l  assessor .  The 
c l a s s i f i c a t i o n  of  such e x t r a c t i v e  lands  as producing mines i s  forb idden 
by t h e  s t a t u t e .  However, a.ssessors t r y  t o  a s ses s  them, when producing, 
a t  vha t  they cons ider  i s  a f a i r  va lua t ion  pe r  a c r e ,  cons ider ing  t h e  pro- 
d u c t i o n  a s  a  f a c t o r .  Usual ly,  when not  producing, t hey  a r e  considered 
t o  have l i t t l e  va lue ,  

Conmemzts on Assessment of A 1 1  Classes  of Ex t rac t ive  Land 

The preceding a i la lys is  of assessment p o l i c i e s  and pra,ct ices  l eads  
t o  but  one conclusion.  A very  confused s i t u a t i o n  e x i s t s  t.rit11 r e f e rence  
t o  t h e  assessment o f  e x t r a c t i v e  land.  There i s  no un i fo rn~  2o l i cy  o r  
p r a c t i c e  applying t o  a l l  p a r t s  of t h e  genera l  c l a s s .  It i s  not  poss ib l e  
t o  d e t  ennine w11e-tl.1er eqcral izat ion e x i s t s  between t h e  c l a s s  of land and 
o t h e r s  because i t  i s  not  poss ib l e  t o  determine trhat t h e  va lue  of t h i s  
c l a s s  of l and  i s ,  

It can be s a i d ,  however, t h a t  i f  e q u a l i z a t i o ~ l  e x i s t s  a.t one time 
between t h i s  c l a s s  and o t h e r s ,  i t  does not  ex i s t  a t  another  t ime. This  
i s  due t o  t h e  s t a t i c  s i t u a t i o n  vrhich e x i s t s  i n  t h e  assessment of ex t rac-
t i v e  lands ,  I n  genera l ,  t he  assessed  va lua t ions  per a c r e  imposed upon 
non-producing e x t r a c t i v e  lands  have remained unchanged f o r  s e v e r a l  
decades, During t h e  depress ion  of t h e  1 9 3 0 t s ,  when t h e  va lua t ions  on 
o t h e r  p rope r ty  were d r a s t i c a l l y  reduced, t hose  on ex- t rac t ive  lands were 
not .  I n  1952, r.rl~en t h e  re-appraisal w a s  e f f e c t i v e ,  t h e  va lua t ions  o f  
o t h e r  p rope r ty  were inc reased ;  t hose  on e x t r c ~ c t i v elands were not.  
Now, when va.luatiions of o the r  proper ty  a r e  btit a sma l l  percentage o f  
market va lue ,  t h e  va lua t ions  of e x t r a c t i v e  lallds a r e  i n  many cases 
s e v e r a l  t imes market va lue  i n  those  cases  where market va lue  can be de t -  
ermined, 

The method of assess i i lg  a  producing mine, p re sc r ibed  by s t a t u t e ,  
has  remained unchan~ed  s i n c e  1902. The ne t  proceeds, o r  one-fourth of 
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t h e  gross proceeds i s  always used a s  the  assessed valuation.  If t h i s  
is  the  f u l l  value of  the  inine then it i s  always assessed a t  100 per 
cent  of i t s  f u l l  value,  and i s  over-assessed. If not, the  reverse may 
be t rue ,  

It i s  commonly a l leged t h a t  producing mines a r e  under-assessed i n  
comparison with o the r  lands. The bas i s  f o r  t h i s  a l l e g a t i o n  i s  the  f a c t  
t h a t  a producing mine niay be assessed a t  no more than i t s  net proceeds 
f o r  the  preceding year. The term "net proceeds" i s  confused with "net 
p ro f i t . "  It i s  argued t h a t  while a farm xilay be assessed f o r  twenty 
times i t s ' a v e r a g e  annual net  p r o f i t ,  a mine i s  assessed f o r  no more than  
i t s  annual net  p r o f i t .  

This contention i s  f a l l a c i o u s  i n  many r e s p e c t s ,  F i r s t ,  i t  confuses 
"net proceeds" of a mine with "net p r o f i t "  of a farm. The net  p r o f i t  
of a farin i s  t h a t  amount of money r.rhic11 i s  r e a l i z e d  a f t e r  expenses a r e  
paid,  annually, without end, so long a s  the  land remains productive, 
It i s ,  therefore,  a r e t u r n  from investment which continues, -- leaving t h e  
inves tnlent i n t a c t .  

On t h e  other hand, net proceeds of a mine i s  a r e t u r n  of as we l l  
a s  -from, investment, It i s  t h e  amount which i s  l e f t  from a y e a r l s  pro- 
duction a f t e r  the  expenses of production have been paid. Oilly an undet- 
ermined amount of i t  i s  p r o f i t .  Furthermore, a f t e r  the  y e a r ' s  production, 
the  value of t h e  invest~rlent has been reduce'd by the  net  value of the  ore  
which has been ex t rac ted ,  and eventually the  owner has nothing l e f t ,  
Therefore, during t h e  l i f e  of a mine, i f  i t s  operat ion i s  t o  be p r o f i t -
able ,  the  owner must t r y  t o  r e a l i z e  from ne t  proceeds a complete r e t u r n  
of h i s  investment, p lus  a net  p r o f i t  from h i s  investment. 

Second, it overloolrs the  e x t r a c t i v e  nature of a mine. The value of 
a mineral deposit  i s  r:sually t h e  value of t h e  mineral contained in i t  
l e s s  what it cos t s  t d  rerflove and riarket t h e  ~i i inera l ,  including a reasonable 
p r o f i t  f o r  the  owner. TJhen it i s  removed, nothing i s  l e f t .  If it  would 
cost  more than t h e  va:Lue of t h e  mineral t o  remove i t  and market i t ,  t h e  
deposit  has no value,  

This value can be rea l i zed  only once and a. p r o f i t  can be made upon 
it only once. Therefore, it would not be equ i t ab le  t o  assess  t h e  minera l  
deposit  f o r  i t s  f u l l  value,  year  a f t e r  yea,r, u n t i l  it i s  depleted. 

The value o f ' a  mineral  deposit  cannot be determined with any degree 
of c e r t a i n t y  i n  advance of i t s  ex t rac t ion ,  not even with t h e  most ad-' 
vanced geological  and engineering techniques. N o r  can the  exact cos t  of  
ex t rac t ing  the  deposi t  be fo re to ld .  

The present  method of assessj-ng producing mines recognizes t h e s e  
p r inc ip les  t o  an e x t e n t ,  Whether i t  produces an assessed valuat ion which 
i s  equi table  i n  r e l a t i o n  t o  assesslnents oil o ther  property can sca rce ly  
be determined, However, i f  t h e  net proceeds of a mine i s  properly det-  
ermined, and i f  the mine i s  assessed on the  basis of net  proceeds, year 
a f t e r  year ,  during i t s  l i f e t i m e ,  t h e  mineral  deposit  w i l l  be assessed,  
i n  a l l ,  f o r  something i n  excess of i t s  f u l l  value,  Perhaps, t h i s  i s  as 



8 )  The term "gross production" should be de f ined  as t h e  gross  
s a l e s  p r i c e  of t he  prod~lc-ta s  i t  i s  extracked from t h e  land without 
deduct ing  cos t s  of' e&ract:ion, l e s s  c o s t s  of  Lreatment , t r a n s p o r t a t i o n ,  
and s a l e ,  i f  s a l e  occurs subsequent t o  such t rea tment  o r  t r a n s p o r t a t i o n .  

9 )  A l l  mining c1ai.m~ o r  twenty-acre subd iv i s ions  of la.nd which 
a r e  ~ o n t i ~ g u o u s  a r e  i n t e g r a l  p a r t  of p roducing u n i t  a.nd which a.n a should 
be assessed  a s  p a r t  of  t h e  u n i t  according t o  t h e  product ion t h e r e f r o n ,  
and no o the r  land shoul-d be s o  included,  pravided t h a t  no mining cla-im or 
twenty-acre svhdiv is ion  of land  shorlld be included as p a r t  of a producing 
u n i t  un le s s  -the produc-t :{as ex t rac t ed  from o r  t r anspor t ed  through o r  
a c r o s s  such 11lrining claim o r  subflivision, 01- unless  some e s s e n t i a l  phase 
of' t h e  production was s.onduct'ed upon o r  i n  s u c l ~  mining claim o r  sub-
divisioiz.  

10 )  The assessed v a l u a t i o n  of each producing u n i t  of e x t r a c t i v e  l and  
should bc -the net proceeds rrom p r o d ~ ~ c t i o n  du r ing  the yea r  preceding t h e  
year of  assessinent, provided, however, t h a t  no assessed  va lua t ion  of a 
producing u n i t  of e x t r a c t i v e  land  should be l e s s  than one-tenth of t h e  
gross  produc-tion d i r i n g  t h e  yea r  preceding t h e  yea r  of assessment,  

11) The term "net proceeds" should be def ined  a s  t h e  gross  product ion 
l e s s  t h e  c o s t s  of e x t r a c t i o n ,  

1 2 )  P r i o r  t o  t h e  f i r s t  day o f  May i n  each yea r ,  t he  owner of each 
producing u n i t  of e x t r a c t i v e  l and  +should be r equ i red  t o  f i l e  o r  cause t o  
be f i l e d  wi th  the  a s s e s s o r  of t h e . c o u n t y  i n  which such land i s  s i t u a t e d  
an  annual  s tatement  of  product ion f o r  t h e  y e a r  ending wi th  t h e  31s t  day 
of December preceding t h e  assessment d a t e  on a form prescr ibed  by t h e  
Colorado t a x  comn~ission, s u b j e c t  t o  t h e  same p e n a l t i e s  f o r  f a i l ~ u - e  t o  
f i l e ,  o r  f o r  f i l i n g  of an erroneous sta.tement, a s  i s  provided f o r  f a i l u r e  
t o  f i l e  a schedule of proper ty ,p e r s o ~ ~ a l  

1 )  The Colorado t a x  commission should be author ized  and r equ i red  
t o  p r e s c r i b e  t h e  form of such annual  s ta tement  of product ion,  and such 
r e g i l a , t i o n s  co~ lce rn ing  accounting f o r  and r e p o r t i n g  income and c o s t s  a s  
a r c  necessary t o  ob ta in  e q u i t a b l e  and un i f  o m  assessments ,  

1 4 )  Possessory r i g h t s ,  l ea seho ld  i n t e r e s t s  i n  pub l i c  lands ,  and 
severed minera l  r i g h t s  should be subjec t  t o  assessment a s  producing u n i t s  
of e x t r a c t i v e  land ,  

1 5 )  Lands, possessory r i g h t s  and severed mine ra l  r i g h t s  which a r e  
c l a s s i f i e d  f o r  purposes of assessment a s  e x t r a c t i v e  lands  because of the  
pot  e l i t i a l  value of f u t  w e  e x t r a c t i v e  produc-tion therefrom should be 
a s sas sed  f o r  a minimum o f  $1,00 per a.cre, but  i n  no event f o r  a g r e a t e r  
propor t ion  of t h e  average market value of similar lands  than  i s  a s ses sed  
a g a i n s t  o the r  c l a s s e s  o f  property.  

1 6 )  If lands  which a r e  c l a s s i f i e d  f o r  purposes of assessment a s  
e x t r a c t i v e  Lands, whether producing or  n o t ,  have i n  a d d i t i o n  a use which 
i s  e i t h e r  a g r i c u l t u r a l  o r  s i t u s  i n  na tu re ,  t h e  va lue  of sllch a d d i t i o n a l  
use should be taken i n t o  cons ide ra t ion  i n  a s s e s s i n g  such land. 



nea r  t o  a n  e q u i t a b l e  s o l u t i o n  a s  can be achieved w i t h i n  t h e  framework 
of a proper ty  tax .  

However, i f  t h e  not proceeds of a mine i s  an e q u i t a b l e  b a s i s  of 
~ i s s e s s a e n t ,i t  seems i n e q u i t a b l e  t o  a s ses s  a mine a t  one-fourth of i t s  
,,gross proceeds when t h e  net  proceeds i s  l e s s  than t h a t  amount. It i s  
p o s s i b l e  f o r  a mine t o  be opera ted  a t  a l o s s ,  i n d i c a t i n g  t h e  p o s s i b l l i t y  
t h a t  i t  has no econoinic valr;..c, Yet i t s  owner has  t o  pay t axes  on one- 
f o u r t h  t h e  gross  market va lue  of -the ore  a t  the mine ent rance ,  which can 
be a very  l a r g e  assessment,  

If i t  i s  eq t r i t n l~ le  t o  a s s e s s  t h e  value of a minera l  depos i t  only 
once i n  i t s  l i f e t i n a  f o r  i t s  f u l l  v a l u e ,  then  i s  i t  e q u i t a b l e  t o  a s s e s s  
non-producing nininz  claims,  year  a f t e r  year ,  f o r  an  amount which i s  
nore  than  t h e i r  avs:riige market va lue?  Perhaps, a l l  non-producing inineral  
lands  should be assessed  f o r  only a nominal amount f o r  t he  p r i v i l e g e  of 
ownership, 

Findings and Conc lv.sions 

1) The f u l l  cash va lue  of e x t r a c t i v e  land  cannot be appraised.  It 
depends upon t h e  market va lue  of t h e  product which may be ex t r ac t ed ,  
which i s  an unlci~own quan t i ty ,  l e s s  t h e  cos t  of e x t r a c t i n g  t h e  product 
another  ~~mknownquan t i ty .  These va lues  can be known only  a f t e r  t h e  product 
i s  s x t r a c t e d ,  

2) Marlcet value of e x t r a c t i v e  lands i s  an inadequate guide f o r  t h e  
assessment of such land. Salss of such land a r e  in f r equen t .  Furthermore, 
even though t h e  market va lue  of one -uni t  of e x t r a c t i v e  land may be known, 
it i s  impossible  t o  determine t h e  l i k e l y  market m l u e  of o the r s  by com-
par ison .  

3 )  Therefore,  t h e  only f e a s i b l e  method of d e t e r n ~ i n i n g  t h e  va lue  of 
t h e  land i s  on t h e  b a s i s  of a c t u a l  product ion from i t ,  a s  such product ion 
occurs ,  

4 )  Since t h e  value of such land  is  d e p l e t a b l e ,  t h e  va lue  of t h e  
product ion should be assessed  only once, a s  i t  occurs.  

5 )  No more e q u i t a b l e  b a s i s  of assessnient can be suggested a t  t h i s  
t i m e  than  t h e  ne t  proceeds of product ion dur ing  t h e  yea r  preceding t h e  
assessment 

6 )  For purposes of assessment ,  e x t r a c t i v e  land  should be def ined  
a s  t h a t  land which de r ives  i t s  va lue  p r i n c i p a l l y  by t h e  e x t r a c t i o n  o r  
removal of p r o d u c t s ,  not a g r i c u l t u r a l  i n  na tu re ,  from i t ,  e i t h e r  a c t u a l  
o r  p o t e n t i a l .  

7) A l l  e x t r a c t i v e  l m d s  forming a p a r t  of a producing u n i t  should, 
i f  g ross  product ion from such u n i t  during t h e  yea r  preceding t h e  yea r  o f  
assessment was i n  excess of one thousand d o l l a r s ,  be a s ses sed  according 
t o  t h e  p rodr~c t ion  du r ing  such yea r  preceding t h e  y e a  of assessment,  



!DIE ASSESSMENT OF SX'iTUS LAND 

S i t u s  l and ,  as t ho  term i s  used h e r e i n ,  may be d e f i n e d  a s  t h a t  l and  which 
i s  n e i t h e r  a g r i c u l t u r a l  nor e x t r a c t i v e .  I t  does  not  d e r i v e  i t s  va lue  from 
e i t h e r  t h e  produc t ion  of  a g r i c u l t u r a l  p roduc ts  o r  t he  g r az ing  of l i v e s t o c k  o r  
from t h e  e x t r a c t i o n  from i t  of any  products  o f  the  e a r t h .  Its value  i s  de-
r i v e d  from the  use  of  i t s  s u r f a c e  a s  the l o c a t i o n  o r  s i t u s  f o r  b u i l d i n g s ,  o r  
f o r  a c t i v i t i e s  which a r e  r e i t h e r  a g r i c u l t u r a l  nor  e x t r a c t i v e  i n  na ture ,  

The t o t a l  1958 a s se s sed  v a l u a t i o n  of s i t u s  l a n d s  f o r  t h e  s t a t e  was 
$351,576,136. This  r e p r e s e n t e d  10.7 per  cen t  of t h e  t o t a l  a s se s sed  v a l u a t i o n  
of  t h e  s t a t e ,  and 15 .1  pe r  c e n t  of the  t o t a l  v a l u a t i o n  of  r e a l  p roper ty .  
Table  V I I  shows, f o r  each county ,  t h e  t o t a l  a s s e s s e d  v a l u a t i o n  of t h i s  c l a s s  
o f  l a n d ,  and i t s  r e l a t i v e  importance i n  r e l a t i o n  t o  the  t o t a l  v a l u a t i o n  of  
r e a l  p rope r ty .  Table V I I I  shows t h e  t o t a l  1058 as se s sed  v a l u a t i o n s  of v a r i o u s  
c l a s s e s  of s i t u s  l a n d s  as r e p o r t e d  t o  t h e  t a x  corrrnission by t h e  coun ty  a s s e s s o r s .  

C o n s t i t u t i o n a l  and S t a t u t o r y  P rov i s ions---. 

There a r e  no c o n s t i t u t i o n a l  o r  s t a t u t o r y  p r o v i s i o n s  r e l a t i n g  s p e c i f i c a l l y  
t o  t h i s  c l a s s  of land.  

Tax Comrnissi.on P o l i c y  

Tax Commission p o l i c y  f o r  t h e  assessment of t h i s  c l a s s  of land is s e t  
f o r t h  i n  s e c t i o n  B of  t h e  Asse s so r s t  Real  -E s t a t e  Appra i s a l  illanual; That s e c t i o n  
c a l l s  f o r  a s s e s s i n g  t h i s  c l a s s  of p rope r ty  a t  f o r t y  per  c e n t  of  average  market  
v a l u e .  I n  de te rmin ing  average nrarket v a l u e ,  i f  improvements a r e  s i t u a t e d  on 
t he  l a n d ,  land and improvements are  appra i sed  a s  a u n i t .  A t t e n t i o n  may be 
g iven  t o  r e n t a l  v a l u e ,  s a l e s  of  comparable p r o p e r t y ,  income produced by t h e  
u n i t ,  and any  o the r  f a c t o r s  t h a t  may in f luence  va lue .  Once the u n i t  v a l u e  i s  
de te rmined ,  the  r ep roduc t ion  c o s t  o f  t h e  b u i l d i n g s  i s  deducted t o  a r r i v e  a t  t h e  
v a l u e  of t h e  land. 

Local' committees a r e  formed i n  each corntiunity composed of  people  f a m i l i a r  
v i t h  u r b ~ n  l and  v a l u e s .  With t h e  a i d  of the a s s e s s o r ,  t h e  committee d i v i d e s  
t he  comniuni-ty i n t o  economic a r e a s  of  like use .  Each a r e a  i s  cons idered  by 
i t s e l f .  The l o t  o r  p a r c e l  i n  each  a r e a  having t h e  g r e a t e s t  va lue  i s  s e l e c t e d  
and d e s i g n a t e d  a s  a  100 per  c e n t  va lue  l o t  o r  p a r c e l .  

I n  s e l e c t i n g  t he  100 p e r  c e n t  v a l u e  l o t  i n  each a r e a ,  numerous f a c t o r s  
a r e  cons ide red .  For commercial a r e a s  impor tan t  f a c t o r s  a r e  p e d e s t r i a n  and 
v e h i c u l a r  t r a f f i c  p a s s i n g  t he  l o c a t i o n ,  nearness  and adequacy of pa rk ing  f a c i l i -  
t i e s ,  volume o f  bus ine s s ,  e  t c  . I n  r e s i d e n t i a l  a r e a s  impor tan t  f a c t o r s  
cons ide red  a r e  : type of  s t r e e t ; s idewalks ;  u t i l i t y  s e r v i c e s ;  t e r r a i n ;  p r o x i m i t y  
t o  s c h o o l s ,  churches ,  shopping c e n t e r s ,  p u b l i c  t r a n s p o r t a t i o n  and r e c r e a t i o n a l  
f a c i l i t i e s ;  t r a f f i c  p a t t e r n s  ; q u a l i t y  of improvements i n  t h e  neighborhood; t h e  
demand f o r  p r o p e r t y  i n  t h e  neighborhood; and t he  prox imi ty  of non-conforming 
u s e s  such  a s  f a c t o r i e s ,  s t ockya rds ,  r a i l r o a d s ,  a i r p o r t s  and u n s a t i s f a c t o r y  
d r a inage .  



17) The ass-essment on a producing u n i t  o f  e x t r a c t i v e  land should 
not  be d iv ided  among p a r t i a l  i n t e r e s t s  i n  such producing u n i t ,  bu t  
such producing u n i t  should be assessed  as one u n i t .  

18) If a producing u n i t  of e x t r a c t i v e  land l i e s  i n  more than  one 
county, a n  assessment of such producing u n i t  should be made j o i n t l y  by 
t h e  a s ses so r s  such c o ~ ~ n t i e s ,  of and srach assessment should be d iv ided  
among such count ies  i n  propor t ion  t o  the  number of  a c r e s  of such produc- 
i n g  u n i t  l y i n g  within each county, 

19) Such l e g i s l a t i o n  as i s  needed t o  implement t h e  foregoing con-
c l t ~ s i o n s  should be enacted,  



1958 ASSESSED VALUATION OF SITUS LANU FOR STATE 
bv Classes as Renorted t o  the  S t a t e  Tax Commission 

Assessed Per  cent, of Tota l  S i t u s  

-Class Valuation Land Valuation 

Tom and c i t y  l o t s  
Suburban tracts 
IJ1ountain home s i t e s  
Other lznd not  c l a s s i f i e d  

T0.tal 

Once t h e  t o p  value,  o r  100 p e r  c e n t  l o t ,  i s  determined, a l l  o ther  
p a r c e l s  a r e  assigned percentage designations i n  r e l a t i o n  t o  i t .  In 
commercial  areas the des ignat ions  a r e  genera l ly  made f o r  each l o t ;  i n  
r e s i d e n t i a l  a reas  percentage designations a re  generally made f o r  each 
block.  

When the  comrgittee has developed a p a t t e r n  of r e l a t i v e  values, t h e  
assessor ,  with tax c o m i s s i o n  ass i s t ance  and supervision,  s tud ies  s a l e s ,  
income, and other  information t h a t  is ava i l ab le ,  and determines a market 
value f o r  the 100 per  cent  l o t s .  The assessed valuat ions  r o r  these l o t s  are 
s e t  a t  per  cent of market value i n  each area. These l o t  va luat ions  are 
then ccnverted t o  valuat ions  per frctnt f o o t  f o r  ease i n  applying them t o  
premises hav-ing varying amounts of f rontage  on t h e  s t r e e t .  

Then, in such areas-, a l l  l o t s  are assessed in accordance with t h e i r  
percentage designations,  I f  t h e  assesseci va luat ion of a 100 per cen t  l o t  i n  
a given a rea  i s  a2.00 per f r o n t  f o o t ,  a 60 per  cent l o t  i s  assessed a t  $7.20 
per f r o n t  f o o t  f o r  t h e  number of f r o n t  f e e t  i n  the l o t .  

This f a i r l y  simple method of applying valuat ions  f o r  l o t s  i s  f o l l o ~ ~ e d  
thrcughout f o r  all l o t s  of a standard shape and depth. Adjustments a r e  made 
f o r  l o t s  which vary from t h e  standard. For ins tance ,  i f  the  t y p i c a l  l o t s  i n  
an area a r e  125 f e e t  deep, but i n  some blocks the  l o t s  are only 100 f e e t  
decp-, t h e  iU0-foot l o t s  are l e s s  valuable than the  12s-foot l o t s .  Ownership 
may be divided, one person owning t h e  f r o n t  75 f e e t  of the  lot, and another 
the r e a r  50 f e e t .  I n  t h i s  case,  t h e  valuat ion of the l o t  must be uivided 
between the  two opmers. 



--- - - 
Assessed i?er Assessed Per 
Valuation Cent-:+County County Valuation Cent* 

Adms 5 ll,6lr6,340 
Alcmosa 7C;1,485 
Arapahoe 19,793,730 
Arcliuleta 1b2,621 
Haca 548,451; 
Rent 371,721 
Eoulder 13,437,23(? 
Chn.Cfee 1,076,100 
Cheyenne 
Clear Creek 

116,945 
654 860 

Conej os 232,105 
Costilla 1 2 1 ,  d l 5  
Crowley l Y l , l l C l  
Custer 55,924 
Delta 1,251,0h5 
Denver 18?,721,3~0 
Dolores 
Douglas 
i ia~Le 

9u,755 
4 k ,  730 
165,4~15 

Zlbert 50,175 
L1 Yaso 21,932,hOO 
li'rcmont 1,847,095; 
Garfield 1,324,830 
Gilpin 128,575 
Grand 670,290 
G m ison 529,28~ 
Kinsdale 68,495 
Euerf ano 646,715 
J ackson 65,603 
J e f f e r s o n  21,646,070 
Kiowa 141,890 
K i t  Carson 417,230 

* Per  cent  of total assessed valuation of 

Lake 
Lja Plata 
Larimer 
Las linjmas 
Lincoln 
Logan 
Mesa 
iqlinera.l 
i'lof f a t  
i";ontezuma 
Montrose 
?:~orf:an 
Citero 
k r a y  
Park 
Phjl l ips 
P i tk in  
Prowers 
Pueblo 
iEio Elanco 
Rio Grande 
lloutt 
Sa,guache 
San J ~ r a n  
San K i p e l  
Sedgwick 
Swnmit 
Teller 
riachington 
Weld 
Yuna 

real property i n  county. 



Such adju:;.t~:~entstronld be simple if t h e  v ~ ~ l u s  a l o t  rrcre uniformof 
f o r  its f u l l  leng.1;11. Ilor.rcvcr, i't is  a ve11 es tab l i shed  p~;.inciple that; t h e  
f ron- t  porLion 01a l o t  i s  rilcre valuable than the re= por-Lion. Fortunately,  
rea l - tors ,  profess ional  appra isers ,  and o.thcrs who have been i n t e r e s t e d  i n  
real e s t a t e  vxlues, havc reached general tlzreemcnt corlcerning the  relative 
values of l o t s  of varying depths. Standarcl t a b l e s  o l  depth f a c t o r s  have been 
developed by 17hich a f ront - f  oo-t value of a l o t  of s tandard depth can be 
corlvcrted t o  a f ron t - foo t  v d u e  f o r  a l o t  of g rea te r  o r  lesser  depth, Tlze 
same t a b l e s  can be used f o r  d iv iding the  v a l u ~x r w n  f ro l i t  t o  back f o r  var ious  
por t ions  of t h e  l o t .  Such a table i s  included i n  the Appraisal  Manual. A 
por t ion  of one of the  t a b l e s  wed i s  included on t h e  fol lowing page a s  Table IX 
f o r  i l l u s t r a t i o n ,  and t h e  exmple following it delnonstrates i t s  use, 

T h e r e  a r e  v a r i o u ~  other f a c t o r s  ~ d ~ i c h  inr lucnce  l o t  valuations and which 
are recognized in assessing ind iv iduz l  l o t s .  I n  some areas a corner l o t  i s  
nore valuable t h m  a l o t  i n  the ccn te r  of the  block, Lots  whicl~ a r e  no t  
rec-Langular i n  shape a l s o  c o n s t i t u t e  a probleitl i n  applying f ront - foot  values. 
These p r ~ b h m ~  Theare complex and no attempt w i l l  be made t o  explain them, 
appraisal irranual contains i n s t r u c t i o n s ,  t a b l e s  and formulae wl,~ic:h m e  commonly 
used by profess ional  appra isers ,  and represent  %he b e s t  methods of appra i sa l  
ava i l ab le ,  

The assessn~ent  of s i t u s  land other  than to9m and c i t y  l o t s ,  such a s  
suburban t r a c t s ,  n r a l  commercial and i n d u s t r i a l  s i t e s ,  and mountain hone s i t e s ,  
i s  n o t  dea l t  with i n  t h e  manual i n  as much .de ta i l .  Hotever, the  same p r i n c i p l e s  
apply. Market value i s  t h e  principal guide. Value v a r i e s  according t o  t h e  
d e s i r a b i l i t y  of the  s i t e  f o r  t h e  use t o  which it i s  put. E'roritage upon a 
s t r e e t ,  highway or  road a f f e c t s  t h e  value, 

The pr inciples  of appraisal t~l~icinare  incorporated i n t o  t h e  manual f o r  
t h e  assessment of this c l a s s  of land are conuxonly accepted p r inc ip les .  The 
me%hods prescribed,  theref  ore,  if proper ly  used, s l ~ o u l d  produce good r e s u l t s  
i n  terms of assessed v:duation. 

Assessnicnt Pract ice  

Actual p rac t i ce  i n  t h e  assessment of s i t u s  l m d  i s  extremely d i f f i c u l t  
t o  analyze because of t h e  extreme v a r i a t i o n s  wi th in  t h i s  c l a s s  of l and  through- 
ou t  t h e  s t a t e .  There a re  n~etrcjpoli tanareas, reg iona l  t r ade  centers ,  l o c a l  
market a reas ,  tovms, v i l l ages ,  hamle t s ,  ghost towns, and near-&ost towns. 
Soiile a reas  are in a s t a t e  of explosive expansion, others  a r e  s t a t i c ,  and 
o the rs  a r e  experiencing an economic decl ine ,  I n  some cowl-ties the assessment 
of s i t u s  l and  i s  a major problem; in others  it i s  a very minor one. 

It has been d i f f i c u l t  t o  determine p r e c i s e l y  what was done during t h e  
r e a p p r a i s a l  program on t h i s  class of property, Tllcre have been m a n y  a s sessors  
replaced since 1952, and t h e  new ones do n o t  lalow what procedure was foilovred 
in s e t t i n g  up the present sc l~edu le  of l o t  valuations.  Tiobrever, t h e  schedule 
of valuations in use in each county has  been examined, nnd rmy changes which 
have been made s ince  1~52have been noted. 



Fac to r  Dep t12 Fact o r  

Standard depth of l o t s  i s  125 f e e t .  'The valuat ion f o r  such s t anda rd  
l o t  i s  $12.00 per f r o n t  f o o t .  A lot having a depth of only 100 f e e t  would 
have a valu.ation of $11.04 per f r o n t  f o o t  (12.00 x .92) . A l o t  having a 
depth of 150 feet would have a va lua t ion  of 312.60 per f r o n t  f o o t  (12.00 x 
1-05) 



I n  general,  it appcars t h a t  i n  most connties thc grnceoiire set f o r t h  
in tllc 1:lanurnl. ~ ~ r a scS.osely I o l . l o ~ ~ e d ,111 t h e  l:~rf;epopfia2;ioli ten-hers, a 

tllorough S~U&Jwas ll~sde01 l o t  vdues .  I n  Tlcnver, Ior ins-t,ance, care-
ful st,uci:i-es of pedcstricvl trcxCr"ic 3.n t l ~ cmain b u s ~ n c s sd i s t r i c t  were :,lade, 
I4mdrcds of s a l e s  were analyzed. The a~itcxnobilet r a f i c  pxt-bern was 
cotlaidered. The e f fec t  of zoning reli,.ulations tzas evaluated. 

I n  s~ t la l l e r  centers  of population, the  problem was less complex and t h e  
methods employed weye l ess  ext..crisj.ve 3nd invo~vecl. 111most, c o m ~ m i t i e s  of 
one thousand poplllation and over, tile graclrixg of l o t s  percent3 gc-tfisc as s e t  
f o r t h  5n t h e  manual w a s  followed. The exact procedtre varied according t o  
l o c a l  problems, 

I n  smaller cormnunities, it rPm,CL,> t'~1.1icalthat l i t t l e  time was spent on 
t h e  problem. L i t t l e  va r i a t i on  was made i n  l o t  values i n  very small t o m s ,  
except between t h e  ~ n a jo r  c l a s s i f i c a t i o n s  of r e s i d e n t i a l  and commercial. 
Theref ore,  f l a t  val11ations per l o t  were adopted f o r  each cl-ass, wliich seemed 
t o  be reasonable w i t h  reference t o  meager s a l c s  information, and then 
valuat ions  were applied uniformly, irfith i n h v i d u a l  adju~t~rnentsas seemed 
equitable t o  the assessor. 

A s  i n  the case of other c lasses  of property, there were a f e w  counties 
i n  which nothin2 was done. I n  one county, i n  pa r t i cu l a r ,  h a n n g  one of t h e  
l a r g e r  c i t i e s  of the  s t a t e ,  no  change i n  l o t  values was made i n  1952. The 
assessor  reslsted chvlge and refused t o  put  into effec t  some phases of t h e  
r e app ra i s a l  program, including tile re:lppraisal of total and c i t y  l o t s ,  Later, 
3 new assessor  was elected,  t h e  r e a p ~ r a i s a l  of l o t s ,  according t o  manu.z.1 
requirements, was ~mcierti..kenand new valuations were used i n  1957. 

It would appear, generally,  t h a t  t h e  appra i sa l  of s i tus  land d u r i ~ gthe  
reappraisal program was reasonably good. However, whether the  present 
assessnents  of t h i s  c l a s s  of land a.re s t i l l  good i s  another question - tha t  
is,  whetker valuat ions  have becn ~ ~ d j u s t e d  t o  r e f l e c t  changing conditj-ofis, 
The cornpositior~of the  class of s i t u s  l and  is sub jec t  "t tremendous change 
cu ln~~a l l y .Urban and suburban expansion annually adds trenlendous numbers of 
l o t s  and t r a c t s  t o  t,lris c l a s s  from land wilich previously was agr icu l tu ra l .  
The same t r end  produces g rea t  increases  i n  the  vau-e of existing situs land,  
Mountain home s i t e s  increase i n  g rea t  ntmkers in some areas. Value r e l a t i on -
ships  change within c i t i e s .  

I n  Denver, f o r  example, the  constructj-on of many new buildings has 
caused a shift i n  the  poi.nt of g r ea t e s t  land value from the  corner of Sixteenth 
and Stout S t r e e t s  t o  a po in t  c l o se r  t o  Eroad~qay, a point  which has no t  been 
d.etc~~~nj.r,ed Rapicl increases  i n  populavtfon have caused an increaseexactly, 
i n  the amount of land used f clr comiiercial purposes, and i n  t h e  va.1ue of such 
land. Creat.ior1 of new shnppiny, centers has added value t o  areas i n  which 
they a r e  created, and has either drawn  value away frcm the older  commercial 
distr i .ct ,s ,  o r  retarded t he  increase  of valu.e i n  those  d i s t r i c t s ,  Creation of 
new subdivisions br ings  new land  i n t o  t h i s  c l a s s ,  Tlie progressive develop-
ment of such subdivisions adds value t o  the land. 



Problems r e s u l t i n g  frem urban expansion are present  i n  the Denver 
metropoli tan area, involving four counties, as wel l  as Boulder, Colorado 
Springs, Pueblo, Grand J ~ m c t ~ i o n ,Cortez, Durango, and Aspen, and t h e  
e n t i r e l y  new torms of Thornton and Broondield Heights, and t o  a l e s s e r  
degree i n  many more totms and c i t i e s  about t h e  s t a t e .  Such expansion, 
where encou.ntered, no t  only presents  the problem of adding more and more land 
t o  the  c lass ,  but  a l s o  t he  one of adjus t ing the  va.luations on lands  previously  
assessed. This i s  necessary t o  maintain constant  equal iza t ion of valuat ions  
in t h i s  class with those i n  other  classes.  

A problem of a somewhat d i f  f eren-t nature i s  f ouncl where, ins tead  of 
urban expansion, t h e r e  i.s urban decline.  Economic t rends  i n  some areas  are 
such t h a t  values arc decreasjng, r a t h e r  t h a n  increas ing,  Many towns, whose 
economy depends upon n ~ i ' n i n ~have experienced sn economic decl ine  o r  collapse.  
This sj-f;u.ation has been e s p e c i a l l y  t r u e  of those towns dependent upon coal 
i n The constant  fiprovement of automotive t l rmsportat i .on,  with ever-
j-ncreas5-ng consolida.t;ion of f m  un.it.s, has r e s u l t e d  in a s h i f t  of bus iness  
and population from com~uni.t,ycenters  t o  reg iona l  centers .  A s  a r e s u l t ,  
many small to.r~ms d.ependent upon an a g r i c u l t u r i l  economy have experienced 
decline,  r a t h e r  than exqxnsi.on, and land  values have. been af fec ted '  accordingly. 

Even with t h e  1941 standard of assessment, v a l u a t i o r ~ s  of s i t u s  lands,  
once es tabl ished,  cannot remain s t a t i c ,  The increases  in value r e f e r r e d  t o  
in prececiirg pnragraphs are no-t due t o  price i n f l a t i o n  alone. They a re  due 
prj .nclpally t o  a change of use, and an increased va.lu.e of use, Land used as 
graz ing  land in 1915. cannot be assessed a t  t h e  s m e  vzlue i n  1958, if it has 
si.nce become a fully-developed resident , ial  subclivision, It cannot have the  
sane assessment a s  i n  1 9 u  i f  it has s ince  become t h e  s i t e  of a fac to ry ,  o r  
a shopping center ,  For this reason, assessments on t h i s  l and  must be 
constant ly  adjus ted  t o  bea r  a given rela.tior~:;hip t o  current mzrket value, 

The tsx c o m i s s i o ~ l  prescribed f o r t y  per  cen t  of market; value as t h e  
standard f o r  assessment of s i tus  land. T h i s  r e l a t i o n s h i p  was applied in  the 
i n i t i a l  reappraisal e f f e c t i v e  i n  1952. Has it been ma-intained since? The 
b e s t  answer, obvirjusly, may be found i n  t h e  r e s u l t s  of the  s d e s  r a t i o  s tudy 
j u s t  completed. The s d e s  r a t i o s  developed f o r  two c lasses  of property, 
namely, v ~ c a n turban lands ,  and rniscellaneou.~ rura l .  land having no improve-
ments, provide the  answer. 

The state-wide average sales r a t i o  f o r  vacant urban lands i s  21.4 p e r  
cent.  No county had a r a t i o  i n  t h i s  c l a s s  above 66.7 per cent.  The r a t i o  
v u i e d  d o ~ m ~ ~ a r d  These r a t i o s  of t o  as low as 12.3 'per cent  in one county. 
1957 assessed vdlu-ations t o  1957 - 1958 s a l e s  p r i c e s  are d e f i n i t e l y  lower 
than t h e  40 per cen t  prescr ibed by tho  t a x  comissi .on i n  a l l  but  six 
counties,  They are also lower t h a n  t h e  r a t i o s  f o r  most other  c lasses  of 
real  e s t a t e ,  

The r a t i o s  f o r  t h e  class l~miscelZanecusr u r a l  lands having no improve- 
ments" a r e  l e s s  d e f i n i t i v e ,  This class may contain some lands other  than 
s i t u s  land. IIowever, it i s  p r i n c i p a l l y  of t h a t  c l ass .  The sane low r a t i o  
appears here. The state-wide average i s  16.7 per cent .  The lowest county 
r a t i o  i s  6.8 per cent ,  and t h e  highest  i s  60.6 per cent .  Only t h r e e  counties 
have r a t i o s  above 40 per  cent. 
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Actually, t h e r e  i s  no o the r  way t o  compare the l e v e l s  of assessment 
from one county t o  another on s i t u s  land than  by s a l e s  r a t i o ,  with one 
exception. There i s  no way of judging r e l a t i v e  values between widely 
separa ted  urban areas  except with reference t o  s a l e s  and the  s a l e s  r a t i o  
study has provided t h i s  coniparison. 

The one exception r e f e r r e d  t o  i s  found i n  the  Denver metropoli tan 
area .  Here, county l i n t s  pass  through urban areas. The City  and County of 
Denver i s  surrounded by the  counties of Adams, Arapahoe and Jefferson,  and 
t h e  urban area  extends from Denver i n t o  each of t h e  o ther  counties. Except 
a t  some points ,  it i s  reasonable t o  assume t h a t  l a n d  values inside Denver 
should be l i t t l e  higher than those across  the county l i n e .  A study of 
assessed valuat ions  along t h i s  county l i n e  shows t he  following comparison. 

Typical Valuations per Front  Foot at  Same Point  on County Line 

Resident ia l  Lots Comerc ia l  Lots 

I n  Keighboring County I n  Denver I n  Neighboring County I n  Denver 

Adams $b; 7.44 $12 .OO kdams $70 .OO $80 -00 
Arapahoe 8-00 12,OO Arapahoe 20 .OO 70 .OO 
J e f f e r s o n  5.20 12.80 Je f fe r son  28 -00 32 .OO 

The only  o b j e c t  i n  p r e s e n t i n g  t he se  comparisons i s  t o  show t h a t  t h e r e  
i s  a d i f f e r e n c e  i n  v a l u a t i o n  between p r o p e r t i e s  s e p a r a t e d  on ly  by a s t r e e t  
and an  imaginary boundary l i n e .  Such d i f f e r e n c e s  i n d i c a t e  t h a t  a n  a d j u s t -
ment i s  needed, p o s s i b l y  on both s i d e s  of t he  l i n e ,  t o  ach ieve  equal iza t ion.  
m e r e  a n  obvious d i f f e r e n c e  i n  value because of  u s e  e x i s t e d  a t  the  county  
l i n e ,  no comparison was attempted. Examples of such ca se s  a r e :  when t h e  use 
of  t h e  land  was commercial on  one s i d e  and r e s i d e n t i a l  on the  o t h e r ;  and 
when land  was fully developed on one s i d e ,  and l e s s  fully developed on t h e  
o t h e r .  

These comparisons a r e  borne out by the  s a l e s  r a t i o  study, which shows 
t h e  fol lowing county-wide s a l e s  r a t i o s  f o r  vacant urban land i n  t h e  f o u r  
count ies ,  a s  follows: Adams County, 17.9; Arapahoe County, 21.5; Ci ty  and 
County of Denver, 24.2; and Je f fe r son  County, lb.9. Ilowever, these  r a t i o  
f i g u r e s ,  again, merely show t h a t  t h e r e  i s  a d i f fe rence  i n  each county, taken 
a s  a whole. There can be no d i r e c t  comparison cf them with t h e  f ront - foot  
va lua t ions  a t  t h e  county l i n e  areas.  A study of s a l e s  occurring a t  o r  near 
t h e  l i n e  shows t h e  fol lowing compari.son. 

Adam County 12.4% compared with Denver 17.4% 
Arapahoe County 1502% compared a t h  Denver 26.5% 
JeffersonCounty  19.3% compared with Eenver ' 26.1;$ 

Assuming that l o t  va luat ions  were equalized within the  c lass ,  i n  1952, 
t h e  main reason the re  i s  now such a wide v a r i a t i o n  i n  such valuat ions  i s  t h a t  
va lua t ions  have not  been adjus ted  s ince  1952 equa l ly  well  i n  a l l  counties t o  
r e f l e c t  t h e  changing p a t t e r n  of l o t  v a l u e s  The t a s k  of maintaining cur ren t  
equa l i za t ion  of l o t  va luat ions  i s  a tremendous one when t h e  assessor i s  con-
f ron ted  with a f l u i d  s i t u a t i o n  of urban expansion. I n  many areas  the r a p i d  



crea t ion  and development of new subdivisions has ccrLf'ront~d assessors  with a 
d i f f i c u l t  problenr. In~mediatelya f t e r  land has been properly assessed a s  
a p i c u l t u r a l  land, i t  i s  purchased f o r  r es iden t i a l  development. Therefcre, 
f o r  t h e  next assessment, the  assessor must consider what the  developer has 
paid f o r  the  land. Then the  developer subdivides the  land, f i l e s  a p l a t ,  and 
begins s e l l i n g  l o t s .  The assessor  must then pick up t h e  subdivision a s  a 
matter  of reccrd,  and consider what valuat ion should be put  upon l o t s ,  some 
of which have had no ac tua l  change other than  t h e  f i l i n g  of a p l a t .  Then 
streets  anci a l l e y s  a r e  b u i l t ,  curbs and gu t t e r s ,  water  and sewer l i n e s  are 
ins ta l - led ,  and must be r e f l e c t e d  i n  the  assessed valuat ion.  F ina l ly ,  nouses 
a r e  e rec ted  upon t h e  l o t s  and they are  purchased by individual  home owners 
end another valuation must be1 considered. 

This t r a n s i t i o n  has been so ra.pid t h a t  it has been impossible f o r  t h e  
assessors  to keep conipl-etely c ~ r r e n t  w i t h  t h e i r  assessed valuat ions ,  Further-
more, even though a n  assessment may t r u l y  r e f l e c t  the  value of the l o t  on the 
o f f i c i a l  assessment date, t h e  l o t  may ha.ve been so ld  a t  a higher value before  
t k e  assessment i s  a c t u a l l y  made. A comparison of an assessment properly made 
on t h e  b a s i s  of one s e t  of circumstances with a s a l e  based on an e n t i r e l y  d i f -  
f e r e n t  se t  of ciroumctances i s  rnj-sleading. Therefore, sa les  of this type 
were not used i n  determining t h e  sales r a t i o s .  

Some assessors  hzve resor ted  t o  the  expedient of using what a r e  comlonly 
r e f e r r e d  t o  a s  "developer 's  r a t e s " .  A f l a t . v a l u a t i o n  of perhaps &lo0 per l o t  
has been used i n  new subdivisions u n t i l  such time a s  a l l  the  l o t s  have been 
f u l l y  developed and hou-ses e rec ted  upon them, at which time they a r e  assessed 
i n  r e l a t i o n  t o  market value.  Others have developed a schedule of progres-
s i v e l y  g rea te r  va luat ions  t o  be used uniformly. a t  d i f fe ren t  s t ages  of cievelop- 
nent  of the  subdivision.  

Another problem confronting t h e  assessor  i s  t h a t  of the  assessment of 
l a d  adjoining areas  of urban expansi.on. Tile expansion of an urban a r e a  tends 
t o  influence the market value of near-by land whjch i s  not  cu r ren t ly  being 
developed, and some land  which has not been included i n  any plans f o r  develop- 
ment, Speculators buy such land f o r  a much higher p r i c e  than I s  j u s t i f i e d .  
Should t h i ;  land be assessed f o r  a g rea te r  amount because it has been s o l d  f o r  
a g rea te r  amount? Also, should adjoining l and  which has no t  been sold  and 
which i s  s - t i l l  used f o r  s t r i c t l y  agr icu l tu ra l  purposes a l s o  be assessed f o r  
a g rea te r  amount simply because of p ~ t e n t ~ i a l .  value of the  use i f  changed a t  
a l a t e r  date? 

Findings and Concl~isions 

1 )  The system f o r  t h e  appra i sa l  of s i t u s  lands contained i n  the  
Assessor ts  Appraisal Manual represents  t h e  most commonly accepted a p p r a i s a l  
p rac t i ce  f o r  t h i s  c l a s s  of property, a d ,  i f  proper ly  and thoroughly applied,  
should produce s a t i s f a c t o r y  assessments. 

2) For purposes of assessment, s i t u s  l and  should be defined as  t h a t  
land which is n e i t h e r  a g r i c u l t u r a l  nor extra.ct ive,  and which derives i t s  
va1u.e from the  use of its surface  as the l o c a t i o n  or  s i t u s  f o r  bui ld ings ,  
or f o r  a c t i v i t i e s  which a r e  n e i t h e r  a g r i c u l t u r a l  nor ex t rac t ive  i n  nature,  
or  from the  i n t e n t i o n  t h a t  it shall be put t o  such use ,  
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3) S i t u s  land should be assessed according t o  its value f o r  use as t h e  
site of bui ld ings  o r  a s  t h e  s i t e  of an a c t i v i t y  which i s  ne i the r  agr j -cu l tu ra l  
nor e x t r a c t i v e  i n  nature ,  

4) T1.e value f o r  such use should be determined by the  average market 
value of sin;ilar p roper t i e s  s i m i l a r l y  s i t u a t e d .  

5)  For  purposes of such assessment, si t u s  lands  should. be c l a s s i f i e d  
within each a rea  of s imi la r  use according t o  any and a l l  f a c t o r s  which influ-
ence the  value of t h e i r  use. 

6) No land  should be agsessed as s i t u s  l and  which is  used s o l e l y  and 
exclusively f o r  a g i c u l t u r a l  or e x t r a c t i v e  purposes, provided t h a t  such l and  
forms a p a r t  of an eccnomic u n i t  f o r  a g r i c u l t u r a l  or  extractive purposes, 

7 )  Such l e g i s l a t i o n  a s  is  needed t o  implement t h e  f o r e e o i n ~  conclusions 
should be enacted. 



Imprgvements, a s  a c l a s s  of property f o r  purposes of assessment, inc ludes  
a l l  s t r ~ ~ c t u r c s  and a l l  appliances a f f ixed  b u i l t  upon land o r  af f ixed thel-eto, 
t c  s a i d  s t ruc tu res ,  It a l s o  includes water r i g h t s ,  by s t a t u t o r y  d e f i n i t i o n .  

The asscssed valuat ion of t h i s  c l ass  cf property i s  a major p a r t  of the  
t o t a l  assessed valuation of t h e  s t a t e .  l h e  t o t a l  1958 assessed valuat ion of 
t h i s  c l a s s  of property was ;j1.,519,659,854, which i s  h6.3 per cent  of t h e  t o t a l  
assessed valuat3.cn of a l l  proper ty  i n  the  s t a t e .  Table X shor~s,  f o r  each 
county, -the to- ta l  assessed valuat ion of improvemc;nts, and i t s  r e l a t i v e  import-
ance i n  r e l a t i o n  t o  t h e  t o t a l  valuation of r e a l  property.  Table X I  shows t h e  
t o t a l  1958 assessed va lua t ions  of various c l a s s e s  of impruveinents a s  repor ted  
t o  t h e  t a x  commission by the county assessors,  

Constit .utiona1 and S t a t u t o r y  Provisions 

There are  no consti tu. t iona1 provisions r e l a t i n g  t o  assessment of inprove- 
ments . Sta tu to ry  provisions r e l a t i n g  specif. 'ically t o  the  assessment of i m -
provements a re  a s  fol lows:  

"Improvements s h a l l  be l i s t e d  and valued separa te  and a p a r t  from land,  
except lands which a r e  used f o r  a g r i c u l t u r a l  purposes, which a g r i c u l t u r a l  
lands  s h a l l  be valued a s  a u n i t  with the  improvements a d  water r i g h t s  loca ted  
upon them." 1 

"The term 'improvements1 includes a l l  water r i g h t s ,  bui ld ings ,  s t r u c t u r e s ,  
f i x t u r e s  and fences e rec ted  uron or a f f ixed  t o  land,  whet.her o r  not  t i t l e  to5
s a i d  land has been acquired." 

Tax Cornmission Policy 

Tax commission po l i cy  f o r  the  assessment of improvements i s  contained i n  
the  Assessor 's  Real E s t a t e  Appraisal Hanual, h e r e a f t e r  r e fe r red  t o  a s  t h e  -
manual, published by the  tax  commission, This manual, which was prepared by 
the  Department of Re-apprxi ::al. during the  re-appraisa l  program, contains in -  
s t r u c t i o n s  f o r  appra is ing improvements, as wel l  a s  land, a system of bu i ld ing  
c lass i f ica t j -on,  a  p r i c i n g  sec t ion ,  and i n s t r u c t i o n s  and t a b l e s  f o r  t h e  allow-
ance of deprecia t ion and obsolescence, 

T1:e process of assess in^ improvements i s  one 01 mass o r  wholesale 
appra isa l .  Truly accura te  appra i sa l s  can be made only by a d e t a i l e d  a p p r a i s a l  
of an in.dividua1 bui ld ing.  Iiowever, such an appra i sa l  i s  not  possible f o r  
assessc~entpurposes because of the  volurrle of proper ty  wilicl)  must be appraised,  
A method is  required which permits the  b e s t  p r a c t i c a l  appra i sa l  of a l l  bui ld-  
ings  by use of simple procedures within the l i m j t a t i o n s  imposed by availability 
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TABLE XI 


1958 ASSESSED VALUATION OF IMPROVEklENTS FOR STATE 

BY CLASSES AS Rl31'ORTEL) TO STATE TAX COklMISSION 


Per Cent of  Total 
Assessed Valuat ion of  

Class of Improvements Va lua t i on  Improvements 

Improvements on Farms, Ranches 
and Rura l  T rac t s  $149,236,268 

Rural  Commercial Improvements 44,663,620 

Rura l  I n d u s t r i a l  Improvements 76,693,751 

Improvements on Pub l i c  Land 3,057,227 

Improvements on Mountain Home S i t e s  7,415,364 

Urban R e s i d e n t i a l  Improvements 907,691,952 

Urban Commercial Improvements 271,818,681 

Urban I n d u s t r i a l  Improvemnts  58,082,991-
T o t a l  $1,518,659,854 



of manpobier, budfrets and physica l  equipment. The appra i sa l  methods contained 
in t h e  manual a r e  designed t o  meet the  requiren~ents of e f f i c i e n t  mass ap-
p r a i s a l .  

The appra i sa l  system contained i n  the  manual i s  based upon a c l a s s i f i c a -
t i o n  of buildings according t o  func t iona l  use, type of mater ia l ,  and q u a l i t y  
of mate r i a l  and workmanship. Buildings a r e  c l a s s i f i e d  i n t o  twenty-two func-
t i o n a l  c l a s s i f i c a t i o n s :  f i v e  r e s i d e n t i a l ,  eleven c o ~ m e r c i a l ,  t h r e e  i n d u s t r i d ,  
arid t h r e e  farm. Th.ese a re ,  i n  tu rn ,  divided i n t o  many sub-classes according 
t o  types  o f  mater ia ls  used (frame, brkcli, s tone,  s t r u c t u r a l  s t e e l ,  etc .)  and 
grades of n ~ a t e r i a l s  and workanansl~ip. 

Tile manual provides a s e t  of base spec i f i ca t ions  Sor each c l a s s  t o  be 
used i n  determining i n t o  which sub-class a bu i ld ing  mcst nearly f i ts .  These 
usua l ly  include s p e c i f i c a t i o n s  f o r  foundations, f l o o r ,  roof,  e x t e r i o r  walls, 
i n t e r i o r  f i n i s h ,  basement, a t t i c ,  heat ing system, plwnbing, wiring and o the r  
bu i ld ing  items, such a s  f i r e p l a c e ,  v e n t i l a t i o n ,  f i r e  protec t ion and e levator .  

I n  addi t ion  t o  t h e  c l a s s i f i c a t i o n  sec t ion  of the  manual, and supplemen-tary 
t o  it, i s  a pr ic ing sec t ion .  I n  t h i s  sec t ion,  u n i t  c o s t s  a r e  provided f o r  
use  i n  ca lcu la t ing  the  reproduction c o s t  of a bui ld ing according t o  i t s  c l a s s i -
f i c a t i o n  and construction f e a t u r e s .  These are const ruct ion cos t s  t h a t  pre-
v a i l e d  i n  t h e  year 1943.. This s e c t i o n  includes t a b l e s  of base u n i t  c o s t s  f o r  
each sub-class. These a r e  i n  t h e  form of c o s t s  per  squa.re f o o t  of ground 
area,  varying according t o  ground a rea ,  and number of s t o r i e s .  A medium grade 
residence of 1000 square f e e t  on one f l o o r  has  a c o s t  of / 6 3 m 7 0  per square f o o t ,  
while one of 2000 square f e e t  on one f l o o r  has a c o s t  of i3 .14 per square f o o t .  
Cost.s on the  two bui ld ings  i f  they  have 1$ s t o r i e s  would be $,!4.88 and $4.19, 
respec t ive ly ;  2 s t o r i e s ,  $5.53 and $4.76; 2$ s t o r i e s  & 6 . 7 ~and 4$5.U3. The 
use of these  u n i t  cos t s  g ives  a base reproduction c o s t  of a buildinc,  i f  it 
f i t s  the spec i f i ca t ions  of a c l a s s  reasonably c lose .  

I n  addi t ion ,  u n i t  c o s t s  a r e  provided f o r  adding t o  or deducting from t h e  
base reproduction cos t  i n  cases  where the re  a r e  v a r i a t i o n s  of the  bui ld ing 
from t h e  base spec i f i ca t ions  of the  c lass .  Su-ch adjustments are  provided f o r  
v a r i a t i o n s  from class standards i n  foundation, e x t e r i o r  walls ,  roof pitcl?, 
roof framing, roof surface,  basement, a t t i c ,  f l o o r s ,  i n t e r j o r  f i n i s h ,  hea t ing  
systems, plumbing f i x t u r e s ,  l i g h t i n g ,  e t c .  Costs p e r  square f o o t  a r e  pro- 
vided f o r  t h e  addi t ion  of porches, t e r r a c e s  and o the r  such addi t ions  t o  t he  
main bui ld ing.  For ins tance ,  a one-family residence c l a s s i f i e d  a s  1.3, b u t  
varyi.ng fro111 the  base s p e c i f i c a t i o n s  of t h a t  c l a s s  i n  c e r t a i n  respec t s ,  may 
have t h e  following addi t ions  and deductions : 

For insu la ted  walls an add i t ion  

For asphal t  sh ing le  roof 
of wood 

i n s t e a d  
a deduction 

For low-pitch roof a deduction 

E'or a p a r t i a l  basement a deduction of f u l l  basement and 
add i t ion  of p a r t i a l  basement 



For l a c k  of  t i l e  f l o o r  i n  bath a  deduc t ion  

For h o t  wa t e r  i n s t e a d  of warn1 a i r  a  deduc t ion  of  warm a i r  f u rnace  
fu rnace  and a d d i t i o n  of  h o t  wate r  

For any v a r i a t i o n  i n  plumbing a d d i t i o n  o r  deduc t ion  of  f i x t u r e s  
f i x t u r e s  from t h r e e - f i x t u r e  bath 

Fo r  a  f i r e p l a c e  a n  a d d i t i o n  

The a p p r a i s a l  procedure o u t l i n e d  i n  t h e  manual i s  a s  fo l l ows .  The 
f i r s t  s t e p  i s  t he  p r e p a r a t i o n  of  a p r o p e r t y  ca rd  upon which a r e  recorded 
t h e  l e g a l  d e s c r i p t i o n ' o f  the  proper ty  and t h e  tranle of i ts  owner. The sub-
j e c t  b u i l d i n g  i s  i n s p e c t e d ,  nieasured, and photographed. A ground floor 
diagram of t he  b u i l d i n g ,  showing diaensions,  and a d e s c r i p t i o n  o f  a l l  
p h y s i c a l  f e a t u r e s  p e r t i n e n t  t o  the  a p p r a i s a l  are en t e r ed  on t h e  ca rd .  The 
b u i l d i n g  i s  c l a s s i f i e d  acco rd ing  t o  t h o  manual, and a l l  p e r t i n e n t  variat ions  
from c l a s s  a r e  no ted .  I'he a r e a  of  the b u i l d i n g  and any o t h e r  u n i t s  o f  com-
p u t a t i o n  a r e  computed. Uni t  c o s t s  a r e  t a k e n  from t h e  manual, and t h e  base 
c o s t  o f  t he  b u i l d i n g  i s  computed. 'lhen a l l  a d d i t i o n s  and deduc t ions  a r e  
computed, added and deduc ted .  The result i s  t h e  base r ep roduc t ion  c o s t  o f  
t h e  b u i l d i n g  a t  t h e  1911  l e v e l  of c o n s t r u c t i o n  c o s t s .  

The base r ep roduc t ion  c o s t  i s  then d i scounted  f o r  any l o s s  of  v a l u e  
r e s u l t i n g  from ag ing ,  wear and t e a r ,  obso lescence ,  l o s s  o f  u t i l i t y ,  and 
economic c o n d i t i o n s  which a f f e c t  i t s  value. The major i t e m  of d i s c o u n t  i s  
normal d e p r e c i a t i o n .  N o r m 1  d e p r e c i a t i o n  i n c l u d e s  the  normal l o s s  of  v a l u e  
due t o  ag ing ,  normal wear and t e a r  wi th  typical  maintenance, and a r c h i -  
t e c t u r a l  obsolescence.  Tables  are  provided i n  t he  manual f o r  use  i n  c a l -  
c u l a t i n g  t h i s  d e p r e c i a t i o n .  The r a t e  o f  d e p r e c i a t i o n  v a r i e s  accord ing  t o  
t h e  c l a s s i f i c a t i o n  of  the b u i l d i n g  and i t s  age.  

Tax conlmission p o l i c y  concerning t h e  d i s c o u n t i w  of  base r ep roduc t ion  
c o s t  f o r  v a r i o u s  r ea sons  is: 1 )  t h a t  no more than  s i x t y  per  c e n t  r e d u c t i o n  
from base r ep roduc t ion  c o s t  be allowed f o r  normal d e p r e c i a t i o n ;  2 )  t h a t  no 
more than  e i g h t y  p e r  c e n t  r e d u c t i o n  be a l lowed f o r  a combination of  a l l  
c ause s ,  s o  long  a s  t h e  . bu i l d ing  i s  f u l l y  u t i l i z e d ;  3 )  t h a t  no more t h a n  
n i n e t y  pe r  cen t  t o t a l  r e d u c t i o n  be allowed s o  l ong  a s  t h e  b u i l d i n g  remains  
s t and ing ;  4 )  t h a t  no uniform blanket  pe r cen t ages  of  r e d u c t i o n  app ly ing  t o  
a l l  bu i l d ings  i n  a county be a l lowed;  and 5)  t h a t  d e p r e c i a t i o n  must be c a l -  
c u l a t e d  and al lowed a t  l e a s t  once i n  eve ry  f i v e  y e a r s ,  provided t h a t  a com-
p l e t e  i n s p e c t i o n  of  t h e  b u i l d i n g  i s  made a t  t h e  time of  d e p r e c i a t i o n .  

I n  a d d i t i o n  t o  a l lowance f o r  normal d e p r e c i a t i o n ,  t h e  a s s e s s o r  may 
a l low f o r  abnormally poor  p h y s i c a l  cond i t i on .  That i s ,  i f  t h e  bu i l d ing  has  
d e t e r i o r a t e d  more i n  p h y s i c a l  c o n d i t i o n  t han  i s  normal f o r  a house o f  i t s  
age wi th  t ,yp ica l  maintenance and c a r e ,  t he  a s s e s s o r  may reduce t h e  v a l u a t i o n  
a t  h i s  d i s c r e t i o n .  

Normal obsolescence of  a r c h i t e c t u r a l  s t y l e  which comes w i t h  age i s  a 
f a c t o r  which i s  inc luded  i n  t h e  normal d e p r e c i a t i o n  percen tages .  Other  
forms of obsolescence o r  l o s s  of  va lue  through l o s s  of u t i l i t y  may be 



al loired.  Exan~plesof such l o s s  a r e  t h e  l o s s  i n  v a l u e  of a ho r se  barn a f t e r  
a farm i s  completely  niechanized, l o s s  i n  v a l u e  o f  any b u i l d i n g  which no 
l o n g e r  ha s  any use  where i t  is  s i t u a t e d ,  and l o s s  i n  va lue  o f  p o r t i o n s  o f  
m e r c a n t i l e  bu i l d ings  which a r e  no l onge r  r equ i r ed  f o r  use .  

Loss i n  market va lue  which occurs  because of  t h e  economic c o n d i t i o n  of 
t h e  a r e a  i n  which a b u i l d i n g  i s  l o c a t e d  may a l s o  be recognized  and al lowance 
made t h e r e f o r .  Such al lowances  u s u a l l y  a r e  j u s t i f i a b l e  i n  t h e  slum a r e a s  o f  
c i t i e s ,  o r  i n  smal l  towns which have experienced economic d e c l i n e .  S ince  
such l o s s  o f  va lue  may v a r y  w i t h  d i f f e r e n t  b u i l d i n g s ,  t h e  use of b l anke t  
uniform d i s coun t  a l lowances  a p p l i e d  t o  all improvements i n  a  county,  o r  i n  a 
c l a s s ,  i s  no t  permi t ted .  It is p o s s i b l e  t h a t  a s i m i l a r  l o s s  o f  v a l u e  may 
occur  f o r  a l l  s i m i l a r  bu i ld ings  w i t h i n  a g iven  a r e a ,  and t h a t  t h e r e f o r e ,  a 
uniform percen tage  may be allowed f o r  a l l  o f  them. However, c o n d i t i o n s  
j u s t i f y i n g  such an  allowance a r e  u sua l l y  l i m i t e d  t o  d e f i n i t e  a r e a s  w i t h i n  a 
c i t y ,  o r  t o  p a r t i c u l a r  sma l l  communities w i t h i n  a  county ,  and no t  t o  a n  en-  
t i r e  c i t y  o r  an  e n t i r e  county.  Also a  d i f f e r e n t  percen tage  of  r e d u c t i o n  
niay be j u s t i f i e d  f o r  commercial b u i l d i n g s  t h a n  f o r  r e s i d e n t i a l  b u i l d i n g s ,  
f o r  expens ive  b u i l d i n g s  t han  f o r  inexpens ive  bu i l d ings .  

Assessment P r a c t i c e  

VIith t h e  u se  o f  t h e  manual provided by t h e  t a x  commission, remarkable  
p rog re s s  h a s  been made by a l l  a s s e s s o r s  i n  t h e  assessment  of improvements. 
A comprehensive i nven to ry  of  b u i l d i n g s  ha s  been t aken  and made a permanent 
r e c o r d .  D e t a i l e d  d a t a  concern ing  a l l  bu i l d ings  a r e  a ma t t e r  of record .  Ap-
p r a i s a l s  have been made acco rd ing  t o  a d e f i n i t e  sys tem ( a  r e v o l u t i o n a r y  
development).  It i s  e v i d e n t  t h a t  assessments  a r e  much b e t t e r  t han  be fo re .  

However, a c a r e f u l  i n v e s t i g a t i o n  of assessment  p r a c t i c e s ,  i n s p e c t i o n s  
of  r e c o r d s  and many b u i l d i n g s  ha s  shown t h a t  t h e r e  i s  much l a c k  of  u n i f o r m i t y  
i n  the  use of  t he  manual by tho  a s s e s s o r s  and t h e i r  a p p r a i s e r s .  I 'his l a c k  
o f  u n i f o r m i t y  r e s u l t s  i n  d i f f e r e n c e s  i n  assessments  on s i m i l a r  b u i l d i n g s  i n  
d i f f e r e n t  coun t i e s .  Some county  a s s e s s o r s  have adopted v a r i a t i o n s  of t h e  
manual f o r  t h e i r  own use .  Some o f  t he se  a r e  merely mechanical a d a p t a t i o n s  
of  t h e  manual t o  p rov ide  more e f f i c i e n t  use  and produce comparable r e s u l t s .  
Some v a r i a t i o n s  a r e  d i s cus sed  i n  t h e  fo l l owing  paragraphs ,  

The o f f i c i a l  manual p rov ides  t h a t  f o r  a p a r t i c u l a r  grade of one-family 
dwe l l i ng  t h e  c o s t  of  a f u l l  basement i s  inc luded  i n  t he  base c o s t  o f  t h e  
dwel l ing .  I f  a p a r t i c u l a r  dwe l l i ng  has  no basement,  t h e  c o s t  of t h e  f u l l  
basement must be deducted.  If i t  h a s  only a p a r t i a l  basement, the  c o s t  of 
t h e  f u l l  basement must be deducted and t h e  c o s t  of  t h e  p a r t i a l  basement 
added. I n  some c o u n t i e s ,  where i t  i s  found t h a t  most houses  o f  t h i s  c l a s s  
do n o t  have f u l l  basements,  new c o s t  t a b l e s  have been cons t ruc t ed  wherein 
t h e  c o s t  of  t h e  full basement h a s  been removed from t h e  base c o s t  o f  t h e  
house.  Then t h e  c o s t  o f  whatever basement may be p r e s e n t  i n  a p a r t i c u l a r  
house i s  added. This  procedure saves  many man-hours of  l a b o r  and produces  
i d e n t i c a l  r e s u l t s ,  

The o f f i c i a l  manual may p rov ide ,  f o r  a  p a r t i c u l a r  c l a s s  of  house,  t h a t  
a p a r t i c u l a r  type  of h e a t i n g  system i s  inc luded  i n  t h e  base  c o s t .  If a 



d i f  Ferent  type i s  a c t u a l l y  p r e s e n t ,  t h e r e  must be both a deduc t ion  from and 
a n  a d d i t i o n  t o  t he  base c o s t .  I n  some c o u n t i e s ,  t he  conibinations of  c o s t s  
have been rear ranged  t o  more nea r ly  match t he  type  of  house found t h e r e  and 
t he r eby  save l a b o r ,  w i t h o u t  a f f e c t i n g  t h e  accuracy  of t h e  r e s u l t s .  

I n  o rde r  t o  save c l e r i c a l  work, some c o u n t i e s  have cons t ruc t ed  from t h e  
u n i t  c o s t  t a b l e s  what might be r e f e r r e d  t o  a s  t a b l e s  of v a l u a t i o n .  I n  u s ing  
t h e  manual, t he  a r e a  of  t h e  house and of  each i t em o f  a d d i t i o n  o r  deduc t ion  
must be m u l t i p l i e d  by a u n i t  c o s t  taken from the  p r i c i n g  s e c t i o n  o f  t he  manual 
For i n s t a n c e ,  i f  t h e  p r i c i n g  s e c t i o n  shows t h a t  a house having 1000 squa re  
f e e t  o f  ground a r e a  should be pr iced  a t  a u n i t  c o s t  o f  $4.50 p e r  square  f o o t ,  
t h e  con~puter  must .mul t ip ly  LOO0 square  f e e t  by $4.50 every time he  encoun te r s  
t h i s  conibination. Va lua t i on  t a b l e s ,  on t h e  o t h e r  hand, make i t  p o s s i b l e  t o  
de te rmine  d i r e c t l y  by r e r e r e n c e  t o  t h e  t a b l e s  t h a t  the 1000 square- foo t  
house has  a base c o s t  o f  $4,500, t hus  sav ing  the  computation. 

One county ha s  adopted a completely  new handbook f o r  i t s  own u s e ,  
r e p r e s e n t i n g  a s i m p l i f i c a t i o n  of the  o f f i c i a l  manual, bu t  based upon it. 
Although t h i s  handbook produces r ep roduc t ion  c o s t s  s i m i l a r  t o  those  pro-  
duced by t h e  o f f i c i a l  manual, t h e  r e s u l t s  a r e  n o t  i d e n t i c a l .  P a r t i c u l a r l y  
f o r  commercial type b u i l d i n g s ,  t h e  r ep roduc t ion  c o s t s  may va ry  cons ide rab ly  
from those which are  ob t a ined  by us ing  t h e  o f f i c i a l  manual. The c h i e f  reason 
f o r  t h i s  a d a p t a t i o n  was t h e  need f o r  a  r e d u c t i o n  i n  t he  amount o f  work i n -  
vo lved  i n  a p p r a i s i n g  a huge volume of b u i l d i n g s  by e l i m i n a t i n g  many of t h e  
a d d i t i o n s  and deduc t ions  con t a ined  i n  t h e  o f f i c i a l  manual, a s  w e l l  a s  by 
p rov id ing  more e f f i c i e n t  methods of computation. I n  gene ra l ,  t h e  d i f f e r -  
ences  i n  r e s u l t s  tend t o  be minor,  a l t hough  some a r e  q u i t e  s i g n i f i c a n t .  

I n  mentioning t h i s  a d a p t a t i o n ,  no i m p l i c a t i o n  i s  in tended  t h a t  t h e  
county a s s e s s o r  is  r e f u s i n g  t o  comply wi th  t a x  comnission p o l i c y ,  f o r  t h e  
use  of  t h i s  handbook was accep ted  by t h e  t a x  commission f o r  use i n  t h i s  
p a r t i c u l a r  county. Also i t  i s  not  intended t o  imply t h a t  t h i s  handbook i s  
e i t h e r  b e t t e r  o r  worse than  t h e  o f f i c i a l  manual, bu t  o n l y  t h a t  i t  i s  d i f -
f e r e  n1t . 

One county has used t h e  manual i n  t h e  a p p r a i s a l  of  o n l y  p a r t  o f  i t s  
improvements. Appra i s a l s  of improvements i n  t h e  county s e a t  made p r i o r  t o  
t h e  r e - a p p r a i s a l  program by a  system p r e v i o u s l y  i n  use  have no t  been changed. 
This system i s  based upon cub i c  f e e t  a s  t h e  u n i t  o f  computation and upon a 
s y s  tern of  c l a s s i f i c a t i o n  d i f f e r e n t  from t h a t  i n  the  manual. 

I n  c l a s s i f y i n g  b u i l d i n g s ,  t h e r e  i s  a l a c k  of un i fo rmi ty  from county  t o  
county.  S imi l a r  o r  i d e n t i c a l  dwe l l i ngs ,  f o r  i n s t a n c e ,  may be c l a s s i f i e d  a s  
1 . 2  1.3, and 1.3* r e s p e c t i v e l y  i n  each o f  t h r e e  c o u n t i e s ,  each of the 
t h r e e  c l a s s e s  r e p r e s e n t i n g  d i f f e r e n t  q u a l i t y  of  ~ t e r i a l s  and workmanship. 
Such a  v a r i a t i o n  was demonstrated w i t h i n  t h e  p a s t  y e a r  by a s s e s s o r s  them-
s e l v e s  i n  f o u r  a d j o i n i n g  coun t i e s .  I n  a  comparison of s i m i l a r  super-market 
b u i l d i n g s  i n  f i v e  d i f f e r e n t  c o u n t i e s ,  t he  a p p r a i s a l s  have been found t o  be 
s i g n i f i c a n t l y  d i f f e r e n t  i n  each county.  Such m i s - c l a s s i f i c a t i o n  of b u i l d i n g s  
can have a s i g n i f i c a n t  e f f e c t  upon t h e  comparat ive v a l u a t i o n s .  Under-
c l a s s i f i c a t i o n  of  a  dwe l l i ng  by one-half c l a s s  c a n  reduce i t s  valuation by 
as much a s  twelve and one-half p e r  c e n t ;  u n d e r - c l a s s i f i c a , t i o n  by a f u l l  
c l a s s  can reduce i t s  v a l u a t i o n  by twenty-f ive pe r  cen t .  



I n  o t h e r  ways than by m i s - c l a s s i f i c a t i o n ,  many as ses so r s  a r e  mis-using 
t h e  manual, d e l i b e r a t e l y  i n  some cases ,  u n i n t e n t i o n a l l y  i n  o thers .  hlany of 
the  minor adjustments f o r  v a r i a t i o n s  i n  r o o f ,  i n t e r i o r  f i n i s h ,  e t c . ,  a r e  
omi t ted  i n  order  t o  save work. There a r e  d ive rgen t  i n t e r p r e t a t i o n s  of  what 
c o n s t i t u t e s  a  one and one-half s t o r y  house a s  compared wi th  a one-story 'house 
with f i n i s h e d  a t t i c  on t h e  one hand, o r  a  two-story house on the o t h e r .  Some 
a s s e s s o r s  have mis- in terpre ted  the  use of t h e  h e a t i n g  c o s t  t a b l e s  i n  v a r i o u s  
ways. Some as ses so r s  a r e  us ing  a c o s t  per  f i x t u r e  o r  per  combination of 
f i x t u r e s  f o r  plumbing adjustments  when the manual c a l l s  f o r  a cos t  pe r  square 
f o o t  o f  ground a rea  of t he  bui ld ing .  

Some a s s e s s o r s ,  a s  a  ma,tter of po l i cy ,  have adopted the  use of lower 
than  manual cos t s  'on some i tems of cons t ruc t ion ,  because t h e  manual c o s t s  
a r e  high i n  r e l a t i o n  t o  c u r r e n t  c o s t s ,  the  c o s t s  i n  ques t ion  ha.ving been 
s u b j e c t  t o  l i t t l e  o r  no i n f l a t i o n  s ince  1941. Some of the items t r e a t e d  
i n  t h i s  manner a r e  a s p h a l t ,  v i n y l  and rubber t i l e ,  a spha l t  paving , f luorescent  
l i g h t i n g  and garbage d i s p o s a l  u n i t s .  I n  doing t h i s ,  they overlook the  f a c t  
t h a t  t h e r e  a r e  o the r  i tems of c o s t  which a r e  r e l a t i v e l y  low i n  comparison 
wi th  c u r r e n t  c o s t s  and should,  by the  same token,  be increased .  

There i s  a  g r e a t  v a r i a t i o n  i n  p r a c t i c e  i n  d i scoun t ing  reproduct ion  
c o s t s  f o r  dep rec ia t ion  and obsolescence. Under t a x  comniission po l i cy ,  
a s s e s s o r s  were requi red  t o  a l low f i v e  yea r s  of normal dep rec ia t ion  i n  1957, 
a f t e r  i n spec t ing  bui ld ings  t o  determine t h a t  a p p r a i s a l s  were c u r r e n t l y  cor-  
r e c t . I n v e s t i g a t i o n  has  developed the fo l lowing informa t i o n  concerning 
compliance wi th  t h i s  requirement: 

a )  th i r ty-seven coun t i e s  d i d  so i n  1957, claiming t h a t  a complete 
in spec t ion  was made; 

b) f i v e  count ies  d i d  so i n  1957, admi t t ing  t h a t  only a  p a r t i a l  i n -  
spec t ion  was made; 

c )  f i ve  count ies  d i d  so  i n  1957 f o r  t he  improvements i n  o n e - f i f t h  of 
t h e i r  coun t i e s  a s  p a r t  o f  a  f ive -yea r  program; 

d )  two count ies  d i d  so  i n  1957 on urban improvements only;  

e )  f o u r  coun t i e s  d id  so  i n  1956, claiming complete' i n spec t ion ;  

f )  one county d i d  so i n  1956 on bu i ld ings  l e s s  than f i v e  yea r s  o l d ,  
only ; 

g )  two count ies  used "observed" d e p r e c i a t i o n  r a t h e r  t han  us ing  the  
deprec ia t ion  t a b l e s  provided i n  t h e  manual; 

h )  one county deducted a f l a t  t e n  p e r  c e n t  from t h e  e x i s t i n g  va lua-  
t i o n  of a l l  bu i ld ings ,  except  those  which had a l r eady  r ece ived  
maximum d e p r e c i a t i o n ,  and except those b u i l t  w i th in  t h e  l a s t  
f i v e  years ;  

i )  s i x  count ies  allowed no f u r t h e r  d e p r e c i a t i o n  i n  1957. 



About twenty c o u n t i e s  have a l loved  t o t a l  normal d e p r e c i a t i o n  beyond 
t h e  s i x t y  pet- cen t  rnasin~urn p r e sc r ibed  by t he  t a x  commission. They a t t e m p t  
t o  j u s t i f y  d o i ~ l f ~s o  on t h e  ground t h a t  t he  b u i l d i n g s  concerrled are e n t i t l e d  
to t h e  extra rcl?clmct.ion i n  v a l u a t i o n  because of  t h e  i r l f lucnce o f  o t h e r  
f a c to r s ,  such as e x c e s s i v e l y  poor p h y s i c a l  c o n b i t i o n ,  o r  v a r i o u s  t ypes  of 
obsolescence.  This  i s  n o t  good assessment p r a c t i c e .  The s i x t y  pe r  c e n t  
nlaxinlun~r u l e  should be adhered t o  and any a d d i t i o n a l  r e d u c t i o n  i n  v a l u a t i o n  
should be f o r  r ea sons  s p e c i f i e d  i n  each c a s e ,  and a t  a percen tage  determined 
by c a r e f u l  a n a l y s i s  of s p e c i f i c  f a c t o r s .  

I n  t h e  u s e  of v a r i o t ~ s  ad jus tments ,  f o r  r e a s o n s  o t h e r  than  age ,  t h e r e  i s  
no uniform p r a c t i c e .  Some c o u n t i e s  have adopted t h e  use of  uniform,  county- 
wide percentage al lowances .  ' h o  c o u n t i e s  a l low 30 p e r  c e n t  o f f  v a l u a t i o n s  
on 5\11 farm and ranch  improvements. One county a l l o ~ i s  25 per c e n t  o f f  a l l  
inlprovements. ltro c o u n t i e s  a l low 15 pe r  c e n t  and 20 pe r  c e n t  r e s p e c t i v e l y  
o f f  a l l .  new bu i ld ings .  These a r e  a l l  p r a c t i c e s  which have d e f i n i t e l y  been 
determined t o  be i n  u se  i n  t h e s e  coun t i e s .  There may be o t h e r  such prac-  
t i c e s  t h a t  have n o t  been d i scovered ,  J u s t i f i c a t i o n  f o r  such wholesa le  r e -  
d u c t i o n s  i s  q u e s t i o n a b l e ,  a l though  many of t he  p r o p e r t i e s  may be e n t i t l e d  
t o  r educ t i ons  of v a r i o u s  percen tages  on a n  ind iv idua l .  b a s i s ,  

On the  o t h e r  hand, t h e r e  a r e  l o c a l  c o n d i t i o n s  i n  some c o u n t i e s  which 
would l i k e l y  j u s t i f y  some r e d u c t i o n s  of v a l u a t i o n s ,  but which a r e  n o t  b e i n g  
recognized by a s s e s s o r s - - l o c a l i t i e s  where market v a l u e s  a r e  g r e a t l y  de -
pressed  by l o c a l  economic c i rcumstances ;  t ypes  of  b u i l d i n g s  t h a t  have l o s t  
va lue  through l o s s  of u t i l i t y ,  and so f o r t h .  

Sales-Ra t i o  Analvsj s 

An a n a l y s i s  of  s a l e s - r a t i o  r e s u l t s  w i t h  r e s p e c t  t o  assessments  on 
improvements l e a d s  t o  t h e  fo l l owing  conc lu s ions  : 

1) There a re  s i g n i f i c a n t  v a r i a t i o r l s  i n  r a t i o s  f o r  u rban  improvements 
bebyeen coun t i e s .  Where such a d i f f e r e n c e  e x i s t s  between c o u n t i e s  w i t h  
s i m i l a r  economic c o n d i t i o n s ,  where s i m i l a r  market v a l u e s  may be expected t o  
p r e v a i l ,  a d i f f e r e n c e  i n  assessment  p r a c t i c e  i s  i n d i c a t e d .  Such d i f f e r e n c e s  
r e s u l t  from d ive rgen t  p r a c t i c e s  i n  the  c l a  ssif i c a t i o n  of  b u i l d i n g s  and i n  
t he  use  of  a l lowances  fbr d e p r e c i a t i o n  and obso lesccnce .  l'he as se s sed  va lu -  
a t i o n  on s i n g l e  f a m i l y  dwe l l i ngs  a s  a  c l a s s  r e p r e s e n t s  a. v e r y  s i g n i f i c a n t  
p a r t  of t h e  t o t a l  assessment  on improvements i n  t he  s t a t e .  Therefore ,  a, 
s t udy  of comparative r a t i o s  f o r  t h i s  c l a s s  o f  b u i l d i n g s  should be i n d i c a t i v e  
of  t h e  comparative l e v e l s  o f  assessments  on  a l l  bu i l d ings .  I'he s t a t e  
average s a l e s  r a t i o  on t h i s  c l a s s  i s  28.1 p e r  c e n t .  County r a t i o s  r ange  
from a low o f  15.8 p e r  c e n t  t o  a high of 49.1 p e r  c e n t ,  

Perhaps a. b e t t e r  i n d i c a t i o n  o f  t he  r e s u l t s  o f  c u r r e n t  a p p r a i s a l  p rac-  
t i c e  may be found i n  t h e  r a t i o s  f o r  t h e  more l i m i t e d  c l a s s  of  s i n g l e  f a m i l y  
dwel l ings  cons t ruc t ed  f rom 1950 t o  1957, i n c l u s i v e .  These a p p r a i s a l s  have 
been made l a r g e l y  d u r i n g  t h e  y e a r s  s i n c e  the  mass r e - a p p r a i s a l  was accom-
p l i s h e d .  For  t h i s  c l a s s ,  t h e  s t a t e  average r a t i o  i s  31.8 pe r  c e n t ,  somewhat 
h igher  than t h e  r a t i o  f o r  s i n g l e  f ami ly  dwe l l i ngs  of a l l  ages. The county 
r a t i o s  f o r  t h i s  c l a s s  range  from a  l o v  of  13.4 p e r  c e n t  t o  a  h igh  of 51.4 



p e r  c e n t .  One county,  i n  which t h e r e  has  been a b lanke t  25 per  c e n t  
r e d u c t i o n  of assessed  v a l u a t i o n s  on iniprovements, ha s  a r a t i o  o f  22.2 p e r  
c e n t  f o r  t h i s  c l a s s ,  which i s  30 pe r  cen t  l e s s  than  t h e  s t a t e  average  
r a t i o .  Four ad jo in ing  c o u n t i e s  which have been shown t o  c l a s s i f y  dwe l l i ngs  
a t  d i f f e r e n t  l e v e l s  have r a t i o s  f o r  t h i s  c l a s s  o f  34.7 per  c e n t ,  32 .4  p e r  
c e n t ,  31.7 per  c e n t ,  and 28.7 p e r  c e n t ,  r e s p e c t i v e l y ,  i n  d i r e c t  r e l a t i o n  t o  
t h e i r  c l a s s i f i c a t i o n  p r a c t i c e s .  

2 )  \'!here such d i f f e r e n c e s  e x i s t  between one county which i s  p rosperous  
and one which  i s  dep re s sed ,  economical ly ,  the  r a t i o  being h igher  i n  t h e  
depressed  county,  i t  i s  i n d i c a t e d  t h a t  i n  t h e  depressed  county t h e r e  i s  
j u s t i f i c a t i o n  f o r  a  percenta,ge r e d u c t i o n  i n  assessments  t o  a l low f o r  economic 
l o s s  of  va lue .  I n  some c o u n t i e s  t h e r e  are many f a c t o r s  o p e r a t i n g  t o  pro-  
duce e i t h e r  a high r a . t i o  o r  a low r a t i o ,  and sonlethnes two f a c t o r s  may 
o p e r a t e  t o  c a n c e l  the  r e s p e c t i v e  e f f e c t s  of each.  tIowcver, i n  seven coun- 
t i e s  where t h e r e  i s  a h i ~ hl e v e l  of p r o s p e r i t y ,  accompanied by a c c e l e r a t e d  
b u i l d i n g  a c t i v i t y ,  r a t i o s  f o r  s i n g l e  +family dwe l l i ngs  range from 15.8 p e r  
c e n t  t o  26.2 p e r  c en t .  m i l e  o t h e r  f a c t o r s  a r e  l i k e l y  ope ra t i ng  i n  each of  
t h e s e  c o u n t i e s ,  t he  i n f l a t e d  r e a l  e s t a t e  v a l u e s  r e s u l t i n g  from econonlic 
expans ion  undoubtedly have had a n  i n f l u e n c e  on t he  r a t i o s .  On t h e  o t h e r  
hand, t he  seven c o u n t i e s  hav ing  the  h i g h e s t  r a t i o s ,  from 31.1 p e r  c e n t  t o  
49.1 p e r  c e n t ,  a r e  c o u n t i e s  i n  which a t  l e a . s t  a major  p a r t  o f  t h e  urban  
a r e a s  a r e  s u f f e r i n g  economic d i s t r e s s .  

3) V a r i a t i o n s  i n  r a t i o s  a r e  found t o  e x i s t  between urban  communities 
w i t h i n  the  same county. Comparison of  t h e s e  r a t i o s  w i t h  c o n d i t i o n s  known 
t o  e x i s t  i n  t h e  c o u n t i e s  i n d i c a t e s  t h a t  t h e r e  a r e  economic l o s s e s  of v a l u e  
i n  some depressed  a r e a s  w i t h i n  c o u n t i e s  which would j u s t i f y  r e d u c t i o n s  i n  
a s s e s s e d  v a l u a t i o n s  which a r e  n o t  now being made. I n  one county where t h e  
r a t i o  of assessnients  a t  t he  county s e a t  i s  2 3 . 6  p e r  c e n t ,  t h e  r a t i o  a t  a 
s m a l l  town known t o  be i n  economic d i s t r e s s  i s  48.5 p e r  cen t .  J n  t h i s  
county  no allowance f o r  t h i s  c o n d i t i o n  has  been made by way of  r e d u c t i o n  of 
assessments  i n  t h e  smal l  town. Numerous o t h e r  such i l l u s t r a t i o n s  can  be 
found . 

I n  many c o u n t i e s  assessnlents  i n  c e r t a i n  comniunities have been 
reduced because of  economic c o n d i t i o n s ,  such r e d u c t i o n s  a r e  shown t o  be 
j u s t i f i e d  by the  s a l e s  r a t i o  r e s u l t s .  Fol lowing a re  s e v e r a l  examples where 
r e d u c t i o n s  have been made i n  c e r t a i n  towns no t  t h e  county seat  and t h e  
r a t i o  i s  v e r y  n e a r l y  t h e  same a s  f o r  t h e  county s e a t :  

Percen tage  of Reduct ion 
County Sea t  Ra t io  R a t i o ,  Other Town Allowed i n  Other  Town 

I n  o t h e r  c o u n t i e s  nhere  assessments  i n  c e r t a i n  communities have been 
s i m i l a r l y  reduced ,  sales r a t i o  comparisons i n d i c a t e  t h a t  the r educ t i ons  
have been inadequa te .  Fol lowing a r e  s e v e r a l  examples of such s i t u a t i o n s  : 



Pcrccntage of Reduction 
Coullty Scat Hc?ti.o Ha t i o, 0 thcr 'l'ovn h l l o ~ e c l  i n  o t h e r  Tov,m-

I n  ano ther  county vrhcre the  a s s e s s o r  h a s  allowed a d i s c o u n t  f o r  
s ea sona l  occupancy i n  two r e s o r t  towns, t h e  r a t i o s  i n  t h e s e  t o ~ r n sa r e  found 
t o  be 20.8 pcr c e n t  and 20.3 per  c e n t ,  r e s p c c t i v c l y ,  while  t h e  r a t i o  i n  
t h e  county s e a t  i s  25,O per  c e n t ,  and i n  o t h e r  t o m s  somewhat h igher .  This  
i n d i c a t e s  t h a t  t h e  d i s c o u n t s  allowed i n  the  r e s o r t  towns were no t  j u s t i f i e d .  

4 )  Rat ios  of  a s se s s i~ i cn i s  on o l d e r  dwe l l i ngs  tend t o  be lower t han  
those  o f  assessnlents on newer dwel l ings .  Separa te  r a t i o s  were developed 
f o r  assessments  on dwe l l i ngs  w i t h i n  f i v e  s e p a r a t e  age groupings.  The 
age groupings and s t a t e  average  r a t i o s  f o r  e ach  a r e  a s  fo l lows:  

a )  Dwellings b u i l t  du r ing  the  1950 ' s  31.8%; 

b )  Uwellings b u i l t  du r ing  the 1 9 4 0 ' s  29.1%; 

c )  Dwellings b u i l t  du r ing  t h e  1930 ' s  27 .@$; 

d )  Dwel1in.g~ b u i l t  du r ing  t h e  1910 's  
and 1920 ' s  24.6$, and 

e )  Dwell ings  b u i l t  p r i o r  t o  1910 22 .o%. 

County a s s e s s o r s  have been aware o f  t h i s  p r o g r e s s i v e l y  l o v e r  l e v e l  o f  
assessment  on o l d e r  d ~ r e l l i n g s  f o r  s e v e r a l  yea r s .  They have tended t o  blame 
t h e  normal d e p r e c i a t i o n  t a b l e  which  i s  i n  use f o r  t h i s  r e s u l t ,  c la iming  
t h a t  t he  r a t e  of  d e p r e c i a t i o n  i s  too r a p i d  and t h a t  t h e  maximum r a t e  of  
d e p r e c i a t i o n  of e i g h t y  pe r  c e n t  o r i g i n a l l y  allowed d u r i n g  t h e  r e - a p p r a i s a l  
program was too g r e a t  f o r  dwe l l i ngs  which had been niaintained i n  r ea sonab ly  
good cond i t i on .  An a t t emp t  a t  c o r r e c t i o n  was made by t h e  adopt ion  o f  t h e  
r u l e  t h a t  no more than  s i x t y  pe r  cen t  normal d e p r e c i a t i o n  be a l lowed.  Yet 
t he  o l d e r  dwel l ings  still a r e  a s se s sed  compara t ive ly  lower.  

The use of  a d e p r e c i a t i o n  t a b l e  t h a t  docs n o t  t r u l y  r e f l e c t  comparat ive 
market v a l u e s  o f  dwe l l i ngs  of d i f f e r e n t  ages  may be a p a r t  of t h e  cause f o r  
t h i s  comparative d i f f e r e n c e  i n  a s se s sed  v a l u a t i o n .  Ilowever, i n s p e c t i o n  of 
a p p r a i s a l s  i n  many c o u n t i e s  ha s  l e d  t o  t h e  conc lu s ion  tha t  t h e r e  i s  a t  l e a s t  
one o t h e r  f a c t o r  c o n t r i b u t i n g  t o  t h e  p r o g r e s s i v e l y  lower r a t i o s  o f  valua-
t i o n s  on o l d e r  dwe l l i ngs .  There i s  a tendency among many a p p r a i s e r s  t o  
o v e r - c l a s s i f y  new dwe l l i ngs  because they a r e  modern and a t t r a c t i v e  and t o  
unde r - c l a s s i fy  o ld  dwe l l i ngs  because t hey  a r e  a r c h i t e c t u r a l l y  o b s o l e t e  and 
u n a t t r a c t i v e  i n  the  e y e s  of t h e  a p p r a i s e r .  

5) Ra t io s  of  assessments  on colnmercial and i n d u s t r i a l  type inprove-
ments a r e ,  i n  g e n e r a l ,  h ighe r  than  those  f o r  r e s i d e n t i a l  bu i ld ings .  Table 



X I 1  sholt~st l ~ cs t a t e  avcragc r a t i o s  f o r  each of t h e  t h r e e  major c l a s s e s  of 
urban iniprovcmcnts and t h e  averaKe r a t i o s  of e ach  county f o r  the  same 
c l a s s e s .  

I n  t h i r t y - s i x  coun t i e s  r a t i o s  f o r  comn~ercial  b u i l d i n g s  a r e  hi.gher t h a n  
those  f o r  r e s i d e n t i a l  b u i l d i n g s ,  and i n  twenty c o u n t i e s  r a t i o s  f o r  indus-  
t r i a l  b u i l d i n g s  are  h igher  t han  r e s i d e n t i a l  r a t i o s .  There a r e  o n l y  f i f t e e n  
c o u n t i e s  where r a t i o s  f o r  conii~~ercj.alb u i l d i n g s  a r e  l o v e r  than  t h e  r a t i o s  
f o r  residen1: ial  builclj.ngs, and i n  o n l y  f o u r  c o u n t i e s  a rc  i n d u s t r i a l  r a t i o s  
l o t ~ e r  t han  t l ~ o s e  f o r  r e s i d e n t i a l .  

lhis s i t u a t i o n  i s  proba,bly t h e  r e s u l t  of a combinat ion of two f a c t o r s .  
F j r s t , p a r t i c u l a r l y  i n  sma l l e r  comlun i t i e s  where commercial bu i l d ings  a r e  
n o t  v e r y  e l a b o r a t e ,  t h e r e  ha s  been a tendency on t h e  p a r t  o f  inexper ienced  
a p p r a i  s e r s  t o  o v e r - c l a s s i f  y corrlniercial bu i l d ings .  Second, v a r i o u s  l o s s e s  
o f  value have no t  been adequately allowed f o r ,  e s p e c i a l l y  i n  the case o f  
o l d e r  b u i l d i n g s .  liany commercial bu i l d ings  a r c  i n  use  today t h a t  have a 
much h i g h e r  r ep roduc t ion  c o s t  t han  a newer b u i l d i n g  would have which would 
be adequa te  t o  t h e  needs of  t h e  pe r son  u s i n g  t h e  bu i l d ing .  I h e r e f o r e ,  t h e  
persons  having a use  f o r  such bu i ld i -ngs  are no t  inclined t o  pay more f o r  
them t h a n  i t  would c o s t  them t o  c o n s t r u c t  a n  adequate  b u i l d i n g ,  and a s  a 
r e s u l t  t h e  market v a l u e  of the o l d e r  bu i l d ings  i s  d e f l a t e d  in r e l a t i o n  t o  
t h e i r  r ep roduc t ion  c o s t s .  Furtherniore,  w i t h  t h e  s h i f t  o f  bus iness  away 
from o l d e r  bus iness  c e n t e r s  and w i t h  the  e r e c t i o n  of more modern conimercial 
b u i l d i n g s ,  many o l d e r  bui ldi .ngs  s u f f e r  a n  ecollomic l o s s  o f  va lue .  Th i s  i s  
t r u e  even i n  t h e  l a r g e r  c i t i e s .  

Assessors  seem t o  be r e l u c t a n t  t o  a l low r e d u c t i o n s  from a s se s sed  
v a l u a t i o n s  beczuse of  tho  l o s s e s  of v a l u e  exper ienced  by commercial bu i ld -  
i n g s .  As a r e s u l t ,  many commercial b u i l d i n g s  a r e  over-assessed wi th  r e l a -  
t i o n  t o  t h e i r  market va lue .  I n  some c o u n t i e s ,  i t  would appear ,  however, 
t h a t  adequate  a l lowances  have been made, and i n  a  few, t h a t  exces s ive  a l low-  
ances  have been made. 

A s i m i l a r  s i t u a t i o n  e x i s t s  wi th  r e f e r e n c e  t o  i n d u s t r i a l  b u i l d i n g s .  
Flowever, i t  should be po in ted  o u t  t h a t  nlost s a l e s  of  i n d u s t r i a l  b u i l d i n g s  
a r e  t h o s e  oP smal l  i n d u s t r i e s ,  and tha . t  many s a l e s  a r e  those  o f  o b s o l e t e  
b u i l d i n g s  which a r e  being r ep l aced  by modern bu i ld ings .  %ere  have been 
i n s u f f i c i e n t  s a l e s  o f  l a r g e r  and more modern i n d u s t r i a l  bu i l d ings  t o  p rov ide  
any m a s u r e  o f  t h e  assessment  l e v e l s  f o r  them. 

C r i t i c i s m  o f  A p ~ r a i - s a lManual 

Analys i s  o f  s a l e s - r a t i o  r e s u l t s  shows t h a t  a s s e s s e d  v a l u  at 'Ions  on 
improvements a r e  not  e q u a l i z e d ,  among c o u n t i e s ,  among d i f f e r e n t  communities 
w i t h i n  t h e  same county,  among d i f f e r e n t  c l a s s e s  o f  improvements, o r  w i t h  
o t h e r  c l a s s e s  of p rope r ty .  Ana lys i s  o f  a c t u a l  p r a . c t i c e  among county a s s e s -  
s o r s  i n  t h e  tnse o f  t h e  a p p r a i s a l  manual has  reveal-ed t h a t  t h e r e  i s  marked 
l a c k  of  un i forn l i ty  i n  such  use  o f  t h e  ~ a n u a l .  

The l a ck  of equa l iza . t ion  i s  caused by a number of  f a c t o r s :  1 )  f a u l t s  
which may be found i n  t h e  manual i t s e l f ;  and 2 )  l a c k  of  un i fo rmi ty  i n  i ts  



APERAGE 

County 

Alarno s a  

Arapahoe 

Archuleta 

Paca 

Ye 11t 

Boulder 

Cha-ffee 

Cheyenne 

C l ea r  Creek 

Conejos 

C o s t i l l a  

Cro d ey 

Cus t e r  

Delta 

Denver 

Dolores 


Gunnison 
::fIinsdale 
Huei-f a no 
h .ckson 
J e f f e r s o n  
Kiowa 
K i t  Carson 

+:-Lalce . 

LaI'la1:a 

L a s  Animas 

L i tlco l n  

IJogan 

I?es a  


+:-IIineral 
Moffat 

TABLE X I 1  

SAT ,ES ]?A TTO S OF URBAN Il!Y I?oVlS~iII1;NTS, 
13Y COUNTIES, ANU JJY CLASSES 

Res iden t i a l  
Improvements 

Commercial. 
Ilnprovements 

I n d u s t r i a l  
Improvements 



TAnLE: X I 1  (concluded)  

Residential Commercial I n d u s t r i a l  
County Inlprovements Inlprovements Improvements 

Montezuma 
F!on t r o s e  
140 rgan 
Otero 

*:.Ouray 
Park 
Phillips 
Y i t k i n  
Provers  
I'ue bl o  
P i o  Blanco 
Rio Grande 
Eou t t  
Sa guache 

*Sari J u a n  
stSan Fliguel 

S e d p i c k  
summi t 
Teller 
Washington 
Weld 
Yuma 

S t a t e  Averages 28.1 	 32 .O 37,l 

-	 No classified r a t i o s  due t o  spars i ty  of  s a l e s .  I n  a l l  c a s e s  where 
no r a t i o  i s  shown, no r a t i o  was developed f o r  the c l a s s  due t o  
s p a r s i t y  of sales. 



usc  . '1'11c lncli of t lnifo~-lnitg i n  use  of t h e  nlanual l i l t e i s i se  h a s  a nuirrbt~rof 
c ~ u s c s :  I )  l a c k  o r  u n d e r s t a n d i n g  of t h e  use  o r  t h e  manual  by a s s e s s i n g  
o f r i c e r s ;  2 )  v a r i a b l e  i n t e r p r e t a t i o n s  o f  t h e  u s e  of' t h e  manual, rihich i s  
p a r t l y  caused by a d e f i c i e n c y  i n  the  tnanual i t s e l f ;  and 3 )  i n e f f e c t i v e  
i n s t r u c t i o n ,  s u p e r v i s i o n  atld enforcement  by t h e  t a x  commission. 

I n  s p i t e  of t h e  f a c t  t h a t  p a r t  o f  t h e  f a u l t  c a n  be t r a c e d  t o  m i s u s e  
o f  t h e  manual, i t  can  be s a i d  t h a t  t h e  n ~ a n u a l  i n  i t s  p r e s e n t  forni ,  e v e n  i f  
a p p l i e d  u n i f o r m l y ,  w i l l  n o t  produce e q u a l i z e d  a s s e s s m e n t s .  It; can  a l s o  be  
s a i d  t h a t  somc o f  t h e  d i v e r g e n t  p r a c t i c e s  noted represent a t t e m p t s  o f  i n d i -  
vicll1a1 a s s e s s o r s  t o  compensate f o r  f a u l t s  o f  t h e  manual which a r e  r e c o g n i z e d  
by them. 

The manual i s  over-compl icated.  It r e q u i r e s  much a t t e n t i o n  t o  r e l a -  
t i v e l y  uni lnpor tant  d e t a i l s  w i t h  r e s p e c t  t o  c o n s t r u c t i o n  f e a t u r e s ,  w h i l e  
c o m p l e t e l y  o v e r l o o l c i n ~  e q u a l l y  i m p o r t a n t  d e t a i l s .  13y s o  d o i n g ,  i t  r e q u i r e s  
much more work on t h e  p a r t  o f  a p p r a i s e r s  and computers  than  s h o u l d  be neces -
s a r y .  The manual r e q u i r e s  a d j u s t m e n t s  f rom b a s e  r e p r o d u c t i o n  c o s t  f o r  
v a r i a t i o n s  i n  r o o f  p i t c h ,  r o o f  s t r u c t u r e ,  r o o f  s u r f a c e ,  l a c k  o f  t i l e  f l o o r  
i n  t h e  b a t h ,  and many o t h e r  v a r i a t i o n s  from c l a s s  s p e c i f i c a t i o n s  which re-
s u l t  i n  v e r y  minor a d j u s t m e n t s  i n  a s s e s s e d  v a l u a t i o n .  These a d j u s t m e n t s  
r e p r e s e n t  r e f i n e m e n t s  which trould seem d e s i r a b l e ,  e x c e p t  t h a t  t h e i r  u s e  r e -
q u i r e s  more l a b o r  t h a n  c a n  be j u s t i f i e d  by tho nlagnitude o f  t h e  a d j u s t m e n t s ,  
and e x c e p t  f o r  t h e  f a c t  t h a t  numerous v a r i a t i o n s  f rom c l a s s  which are 
e q u a l l y  i m p o r t a n t  a r e  con ip le tc ly  ignored .  V a r i a t i o n s  i n  t h e  i n t e r i o r  p a r -  
t i t i o n i n g ,  many v a r i a t i o n s  i n  t y p e  o r  q u a l i t y  o f  i n t e r i o r  f i n i s h ,  p r e s e n c e  
o r  absence of.  s t o r a  v r i n ~ l o r ~ s ,s h u t t e r s ,  window s c r e e n s ,  roof  g u t t e r s ,  and s o  
f o r t h ,  a r e  n o t  s u b j e c t  t o  a d j u s t m e n t .  V a r i a t i o n s  i n  c o s t  pe r  s q u a r e  f o o t  
of ground a r e a  f o r  v a r i a t i o n s  i n  ground f l o o r  p l a n  a r e  n o t  r e c o g n i z e d .  An 
"L" o r  l1TH shape o r  a n  e l o n g a t e d  r e c t a n g l e  c o s t s  more p e r  s q u a r e  f o o t  t h a n  
a s q u a r e  shape ,  b u t  t h i s  d i f f e r e n c e  i s  n o t  r e c o g n i z e d  i n  the  manual. The 
manual p r o v i d e s  a f l a t  amount t o  oe added f o r  any k i n d  of  f i r e p l a c e ,  corn-
p l e t e l y  i g n o r i n g  t h e  wide v a r i a t i o n  i n  c o s t  a c t u a l l y  found anlong f i r e p l a c e s .  

The c l a s s i f i c a t i o n s  and p r o c e d u r e s  f o r  a p p r a i s a l  of  commercial  b u i l d -  
i n g s  i s  e s p e c i a l l y  c o m p l i c a t e d .  The c l a s s i f i c a t i o n  o f  such  b u i l d i n g s  f o r  
use  o f  u n i t  c o s t s  i s  t o o  cumbersome and i n a d e q u a t e .  The corm~ierc ia l  s e c t i o n  
o f  t h e  manual i s  n o t  a d e q u a t e l y  unders tood by many a p p r a i s e r s  and a s s e s s o r s .  
Pbny b u i l d i n g s  do n o t  f i t  i n  t h e  c l a s s i f i c a t i o ~ l  which a n  a p p r a i s e r  a t t e m p t s  
t o  u s e ,  and p a i n s t a k i n g  a d j u s t m e n t  t o  a l l o w  f o r  v a r i a t i o n  f rom c l a s s  is  neces-
s a r y .  A s i m p l e r  and more s a t i s f a c t o r y  tnethod would be t o  a p p r a i s e  t h e  c o s t  
o f  v a r i o u s  components found i n  each  b u i l d i n g ,  such as  f o u n d a t i o n ,  f l o o r s ,  
w a l l s ,  r o o f ,  e t c . ,  and add t o g e t h e r  wha tever  components a r e  p r e s e n t  i n  each  
b u i l d i n g .  'l'his ~qrould n o t  r e q u i r e  a n  a t t cmpt  t o  c l a s s i f y  t h e  b u i l d i n g s .  

While t h e  use  of  a c l a s s i . F i c a t i o n  systeni  f o r  r e s i d e n t i a l .  b u i l d i n g s ,  
t ih ich  a r e  more amenable t o  c l a s s i f ' i c a t i o n  t h a n  a r e  commercial  b u i l d i n g s ,  i s  
d e s i r a b l c ,  t h e  p r e s e n t  sys tem of  c l a s s i f i c a t i o n  i s  n o t  b e i n g  u n i f o r m l y  ap-  
p l i e d .  The c l a s s i f i c a t i o n  sys tem i n  t h e  manual i s  c a p a b l e  of d i v e r g e n t  
i n t e r p r e t a t i o n  by d i f f e r e n t  a p p r a i s e r s .  ' h i  s seems t o  be p a r t l y  due t o  t h e  
f a c t  t h a t  c l a s s  s j ~ e c i . f i c at i o n s  c o n t a i n e d  i n  t h e  ma n u a l  a r e  i n s u f f i c i e n t l y  



d e f i n i t i v e .  It i s  p a r t l y  due  t o  the  f a c t  t h a t  a p p r a i s e r s  and a s s e s s o r s  have 
been i n s u f f i c i e n t l y  i n s t r u c t e d  and t r a i n e d  i n  t h e  use of the c l a s s i f j . c a t i o n  
system. 

The manual i s  o b s o l e t e  i n  two r e s p e c t s .  F i r s t ,  s i n c e  i.t was developed, 
there have been nea tlcvu1ol)mcnts i n  t he  c o i ~ s t r u c t i o n  of b u i l d i n g s  For which 
t he  manual p rov ides  no means of a p p r a i s a l .  New bu i l d ing  n i a t c r i a l s  arid new 
methods of c o n s t r u c t i o n  have been developed f o r  vh i ch  t h e  nlan~ral c o n t a i n s  no 
c o s t s .  New types  of colruncrc i a l  b u i l d i n g s  have been designed and cons t ruc ted 
which do no t  f i t  i n t o  any c l a s s i f i c a t i o n  i n  t h e  manual. Examples of  t h e s e  
a r e  modern medical  and d e n t a l  c l i n i c s ,  one - s to ry  o f f i c e  b u i l d i i ~ g s, super-
niarlte t bu i ld ings ,  s u p e r  s e r i i c e  s t a t i o n s  , nlodern skyscraper s t r u c t u r e s ,  and 
d r i v e - i n  s t r u c t u r e s .  Also ,  new types  of  r e s i d e n t i a l  bu i l d ings  a r e  d i f f i c u l t  
t o  c l a s s i f y  and a p p r a i s e  from t h e  n~anual .  Mass-constructed housing on  t h e  
one hand, and custom-bui l t  dwe l l i ngs  of unusua.1 d e s i g n  on t h e  o t h e r ,  c o n s t i -
t u t e  s p e c i a l  problenls f o r  which t h e  rnanual has  no p rov i s ion .  

Second, t he  use of  1941  c o s t s  o f  c o n s t r u c t i o n  h a s ,  today ,  become 
u n r e a l i s t i c ,  p a r t i c u l a r l y  when a n  e f f o r t  i3 mado t o  conipal-e r e s u l t i n g  v a l u a -  
- t ions  w i t h  c u r r e n t  market v a l u e s  o r  the  a c t u a l  c o s t s  of  c u r r c ~ l t  cons t ruc t i o t l .  
l'he v a r i o u s  components o f  m a t e r i a l s  and l a b o r  have no t  i n f l a t e d  i n  c o s t  a t  a 
uniform r a t e  s i n c e  1941. Some types  of m a t e r i a l  which were r e l a t i v e l y  n e w  
i n  1941  c o s t  even l e s s  today t han  t hey  d i d i n  1.941. It i s  f u t i l e  t o  t r y  t o  
c o n v e r t  t h e  c u r r e n t  c o s t  of  m a t e r i a l s  which d i d  n o t  e x i s t  i n  1941 t o  a 1941  
l e v e l  o f  c o s t .  

The manual r e q u i r e s  much more ma thema t i c a l  corriputation t han  i s  neces sa ry .  

Manual p o l i c y  wi th  r e f e r e n c e  t o  d e p r e c i a t i o n  does  not  t r u l y  r e f l e c t  
c u r r e n t  market c o n d i t i o n s .  

Need f o r  Manual Revis ion  

I n  view of t he  f a u l t s  found i n  the  p r e s e n t  manual, a new manual should  
t ~ edeveloped and i s sued  t o  t h e  a s s e s s o r s .  This manual should be based on 
c u r r e n t  c o n s t r u c t i o n  c o s t s ,  and p r o v i s i o n  should be made t o  ma in t a in  i t  on a 
c u r r e n t  b a s i s .  Means of  c o n v e r t i n g  c o s t s  o f  one y e a r  t o  those  of ano the r  
should be provided.  I n  o r d e r  t o  malre t h i s  p o s s i b l e ,  a complete f i l e  of  de-
t a i l e d  m a t e r i a l  and l a b o r  c o s t s  should be maintained by the  t a x  commission 
t o  suppor t  t h e  u n i t  c o s t s  i n  t h e  manual. There i s  no such f i l e  of  1 9 4 1  c o s t s  
w i t h  t he  p r e s e n t  manual. 

A s i m p l i f i e d  sys tern of  c l a s s i f i c a t i o n  and a p p r a i s a l  should be provided 
f o r  use  w i t h  r e s i d e n t i a l  b u i l d i n g s .  Simpler methods o f  computation should  
be developed. S p e c i f i c a t i o n s  of  c l a s s  should be more d e f i n i t e l y  s e t  f o r t h  
so  a s  t o  encourage g r e a t e r  un i fo rmi ty  i n  c l a s s i f i c a t i o n .  

The system of c l a s s i f y i n g  comniercial and i n d u s t r i a l  b u i l d i n g s  should  be 
abandoned, and a  system of  a d d i t i o n  o f  v e r t i c a l  and h o r i z o n t a l  components 
should be s u b s t i t u t e d  t h e r e f o r ,  

A new t a b l e  of normal d e p r e c i a t i o n  which more t r u l y  r e f l e c t s  l o s s  o f  
v a l u e  exper ienced  by b u i l d i n g s  should be provided.  I n  c o n s t r u c t i n g  such a 



a , a carcl '~11s t u d y  OF s i ~ l e so f  buil-clings of v a r i o u s  ages and c l a s s i f i -
c a t i o n s  i s  needed tc:,  dcter-111i.newhat l o s s  i n  va lue  nc t u a l l y  r e s u l t s  froin 
n o r ~ ~ l a l  t o  t v a l u e s .a ginil;, wi t.h r c f c ~ - c l ~ c c  c u r r e n t  r~iarltu 

l ' r o ~ i s i o n  should  bc n~adcf o r  such adjustment:; l ' r o r n  r e p r o d u c t i o n  c o s t  as 
a r e  I-equirec! t o  r e f l e c t  a c t u a l  v a r i a t i o n s  i n  tnarket v a l u e .  The use  o f  a 
s a l e s  r a t i o  s t u d y  should be con t inued  f o r  t h i s  purpose .  

I>urjng t h e  course o f  t h i s  s t u d y  cons ide ra t io11  h a s  been ~ { i v e n  t o  t h e  
need o f  a n  ea r ly  ~ - c v i s i o ~ ~  t h e  manual  a l o n g  t l ~ cliries sug-o r  rcpl.acenen-t o f  
g e s t e d  above. A t  t h e  i n v i t ~ i t j o no f  t h e  tax  cot tmiss ion,  a co1i:mittce o f  coun ty  
a s s e s s o r s  s t u d i e d  t h e  .problem a t  g r e a t  1 - e n ~ t h  and recomnlended a form of  new 
manual t o  be a d o p t e d ,  t h e  rccamn~endat ions  b e i n c  i n  c o n s i d e r a b l e  d e t a i l .  No 
a c t i o n  has  been t a k e n  t o  a d o p t  and i.mplcmcn-t: t h e i r  p r o p o s a l ,  ma in ly  because 
o f  t h e  c o s t  involved. I-t  rsas e s t i m a t e d  t h a t  such  a n  u r~c ie r t ak ing  mj.r;l~t c o s t  
a s  much a s  $300,000.  Not h a v i n g  f u n d s  t o  under ta l te  such an expensive p r o j e c t ,  
and h a v i n g  no a s s u r a n c e  that s u f f i c i e n t  l'unds would bc made a v a i l a b l e ,  t h e  
t a x  commission has  u n d e r t a k e n  a limited p r o j e c t  d u r i n g  t h e  p a s t  y e a r .  It is 
s tudy ing  t h e  c u r r e n t  c o s t s  of modern mass-constl-ucted d w e l l i n g s  ancl i s  
develop in^ a mcl.l~od o f  a,ppraisi .ng such 1111ildings on n c u r r e n t - c o s  t b a s i s  
which my be p laced  i n  t h e  hands o f  t h e  a s s e s s o r s  a s  a supylenie~zt  t o  t h e  
p r e s e n t  manual. 

I n  g e n e r a l ,  t h e  p r o p o s a l  made by t h e  a s s e s s o r s  ineets t h e  r e q u i r e m e n t s  
o u t l i n e d  i n  the above p a r a g r a p h s ,  e x c e p t  i n  two r e s p e c t s .  F i r s t ,  a g r e a t e r  
s i i n p l i f i c a t i o n  o f  t h e  sys tem of appi-aisi.ng r e s i d e n t i a , l  b u i l d i n g s  t h a n  t h e y  
recoi~lmend would be d e s i r a b l e .  Second, t h e i r  recommends ti011tha t  s e p a r a t e  
manuals be developed f o r  each  o f  s e v e r a l  economic r e g i o n s  w i t h i n  t h e  s t a t e  
r e f l e c t i n g  t h e  c o s t s  of c o n s t r u c t i o n  i n  e a c h  r e g i o n  seems u n n e c e s s a r y  and 
e x c e s s i v e l y  c o s t l y .  It i s  t r u e  t h a t  r e g i o n a l  d i f f e r e n c e s  do e x i s t  and i t  
i s  n e c e s s a r y  t h a t  t h e s e  d i f f e r e n c e s  be r e c o ~ n i z e d  i n  a s s e s s e d  v a l u a t i o n s .  
!Io~rcver,  a unii'orni system of' a p p r a i s a l  based on uniform c o s t s  shou ld  be used 
i n  d e t e r n i i n i n g  r e p r o d u c t i o n  c o s t s ,  r e g a r d l e s s  o f  l o c a t i o n .  Then reproduc-
t i o n  c o s t s  s o  d e t e r m i n e d  can be a d j u s t e d  f o r  r e g i o n a l ,  and even l o c a l ,  v a r i a -  
t i o n s  i n  a c t u a l  marke t  va lue ,  r e s u l t i n g  f rom v a r y i n g  economic c o n d i t i o n s ,  by 
means O F  a c o n t i n u i n g  s t u d y  o f  r e a l  p r o p e r t y  s a l e s .  

S ~ e c i a lProblem on Assessment  nf Farm and Ranch j-mDrovelncnts 

The law p rov ide s  t h a t  ' ' improvealcnts s h a l l  be l i s t e d  and v a l u e d  
s e p a r a t e  and a p a r t  f rom l a n d ,  e x c e p t- l a n d s  which are  used  f o r  a g r i c u l t u r a l  
u rpose s ,  vrl~icha g r i c u l t u r a l  l a n d s  s h a l l  be v a l u e d  a s  a u n i t  w i t h  t h e  

!mprovcaents and w a t e r  r i g h t s  l o c a t e d  upon theni."a The u n d e r l i n e d  p o r t i o i l  
of t h i s  s t a t u e  was adop ted  a s  p a r t  o f  IIouse B i l l .  No. 4 ,  1957.  T h i s  was an  
amendment o f  Sec. 13'7-1-2, whj ch  read :  " I m p r o v e m c ~ ~ t smay be l i s t e d  and 
va lued  s e p a r a t e  and a p a r t  f rom land." Th i s  l a t t e r  p h r a s e o l o g y  had been 
adopted i n  1953 as a n  amendment t o  Sec.  142-1-2, CSA 1935,  which r e a d :  
"Land t o  be l i s t e d  and v a l u e d  separate and a p a r t  fro111 t h e  p e r s o n a l  p r o p e r t y  
and improvements t h e r e o n O H 4  A s  can be secn,  t h e  p r o g r e s s i o n  was From the  

3. C.F.S. 1953,  Sec.  137-12-8. 
4 .  I n w  1902 ,  p .  43. 



rcquire l i lcnt  i n  t h e  1902 law t h a t  l a n d  ant1 in~l)rovenlcnts be l i s t e d  aiitl v a l u e d  
separa tc1.y , t o  thc 1.953 amendment p e r ~ l l i t t i n g  u n i t  v a l u z t i o n ,  t o  t h e  1957 
amcndmcnt r e q u i r i n g  u n i t  v a l u a t i o n  i n  t h e  case of  a g l - i c u l t u r a l  l and .  

The bnckground o f  t h e s c  changes  i n  t h e  law i s  t o  be fou~i t li n  t h e  f e e l i n g  
of o l iners  o r  z ~ ~ r i c u l t u r a l  t h a t  improvcmcnts o n  t h e  l a n d  have nol a n d  v a l u e  
s o p n r a t e  ancl a p a r t  from t h e  l a n d ,  t h a t  thcy  should  be s o  t r e a t e d  f o r  a s s e s s -
m e n t  p u r p o s e s ,  t h a t  t h e  p r a c t i c e  o f  de te rn i in ing  a l a n d  v a l u a t i o n  and t h e n  
add ing  t o  i t  t h e  a p p r a i s e d  va.lue of all buil .dings s i t u a t e d  upon t h e  l a n d  
r e s u l t s  i n  a n  over -assessment .  'I'heii- t h e o r y  i s  t h a t  each  farm u n i t ,  i n c l u d -
i n g  i t s  irnpl-ovcr!n~ents, i.s worth  a c e r t a i n  amount as  a unit, t h a t  i t  is bough t ,  
sol-d, l e a s e d ,  o r  o ,pera ted  o n  t h i s  b a s i s ,  and t h a t  i t  should  be a s s e s s e d  
a c c o r d i n g l y .  

The a d o p t i o n  of t h e  1957 amendment r e f e r r e d  t o  above h a s  r e s u l t e d  i n  no 
cha n ~ ei n  assessment p o l i c y  o r  p r a c t i c e .  The a s s e s s o r s  11;qve n o t  changed 
t h e i r  methods of a s s e s s m e n t  and t h e  t a x  conlmission h a s  n o t  changed i t s  
p o l i c y .  The p o s i t i o n  o f  t h e s e  o f f i c i a l s  is  t h a t  a n  a p p r a i s a l  of  a f a r m  
u n i t ,  a s  o f  any o t h e r  p r o p e r t y ,  c a n  be made o n l y  by a p p r a i s i n g  i t s  component 
p a r t s ,  1iavinf.r done t h i s ,  t h e  mere forni OF cornbini-ng the s c p a r a t e  v a l u a t i o n s  
i n t o  one t o t a l  v a l u a t i o n  i s  mean ing less ,  and t h a t  a s  l o n g  a s  l and  and i m -
provements  a r e  a p p r a i s e d  s e p a r a t e l y  they  shou ld  be l i s t e t l  s e p e r a t e l y  i n  o r d e r  
t h a t  i t  can  be known what va1-ua t ion  h a s  been p l a c e d  o n  t h e  s e p a r a t e  components.  
Thc tax  conmiss ion con tends  t y  t o  " c l a s s i f y ,  d i m i n i s ht h a t  u n d c r  i t s  a ~ ~ t h o r i  
o r  add t o  t h e  forms of  a b s t r a c t  and t o  r e q u i r e  s u  h d i f f e r e n t ,  o r  f u r t h e r  
m a t t e r s  t o  be r e t u r n e d  a s  i t  Tay deem advisable" ,'i t  s t i l l  h a s  t h e  a u t h o r i t y  
t o  demand t h a t  t h e  a s s e s s o r s  l i s t  inlprovements s e p a r a t e l y ,  i n  s p i t e  o f  the 
p r o v i s i o n s  o f  Scc .  137-12-8. 

Con t roversy  has deve loped  which i s  f r a u g h t  w i t h  enlotion on b o t h  s i d e s ,  
anrl i t  i s  e s s e n t i a l  t h a t  a s o l u t i o n  be founcl t h a t  will s e t t l e  t h e  c o n t r o -
v e r s y  w i t h i n  t h e  l imits  o f  t h e  r e q u i r e m e n t  o f  e q u a l i z e d  a s s e s s m e n t s .  A c t u a l l y ,  
a p a r t  o f  t h e  t r o u b l e  r e s u l t s  from a r e g r e t t a b l e  misunders tand ing .  

P r e s e n t  tax commission p o l i c y ,  n s  embodied i n  t h e  manual,  r e c o g n i z e s  
"The  p r i n c i p l e  t h a t  the  combined a s s ~ s s e d  v a l u e  o f  farm l a n d s  and irnprove- 
n ~ e n t s  on a n y  one farm p a r c e l  s h o u l d  not  exceed t h e  f a i r  p r e - i n f l a t i o n a r y  
s a l e  v a l u e  o f  t h a t  p a r c e l "  .6 I n  r e c o g n i t i o n  o f  t h i s  p r i n c i p l e ,  c e r t a i n  
r u l e s  were  provided i n  S e c t i o n  E o f  t h e  manual f o r  t h e  a l lowance  of l o s s  o f  
value o f  f a r m  and ranch improvements f o r  v a r i o u s  r e a s o n s .  Loss o f  i n d i v i d u a l  
b u i l d i n g  u t i l i t y  due t o  a change i n  t y p e  o f  farming o r  farming t e c h n i q u e s  
may be recogn ized  by r e d u c t i o n  o f  v a l u a t i o n  t o  a rnininiurn of  t e n  p e r  c e n t  o f  
r e p r o d u c t i o n  c o s t  (1941  leve l ) .  Such b u i l d i n ~ s  a s  h o r s e  b a r n s  on mechanized 
f a r m s ,  now used a s  machinery s h e d s ,  w i t h  much s p a c e  no l o n g e r  u sab le ,  d a i r y  
b a r n s  on u n i t s  t h a t  have changed from d a i r y  farming t o  s t r i c t l y  c r o p p i n g  
o p e r a t i o n s ,  ancl l a r g e  h a y  b a r n s  0 1 1  farm u n i t s  t h a t  no l o n g e r  have a n y  need 
f o r  s t o r a g e  o f  q u a n t i t i e s  o f  hay may be t r e a t e d  i n  t h i s  manner, Loss  of 

5. C.R .S .  1953, Sec. 137-3-42. 
6 .  Assessorst -Real E s t a t e  A p p r a i s a l  !danual, page C 5 .  
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u t i l - i t y  due t o  c o n s o l i d a t i o n  of farm u n i t s  i n t o  l a r g e r  u n i t s ,  leaviny: com- 
p l e t e  s e t s  of inlprovenicnts which a r e  no l onge r  used,  nmy be recognized by 
r educ ing  t h e  assessment  on unused bu i ld ings  t o  a minimum of t e n  per  c e n t  of 
r ep roduc t ion  c o s t  . A s  w i t b  o t h e r  c l a s s e s  of improvements, a n  a l lowance can 
be made f o r  p l ~ y s i c a l  d e t e r i o r a t j - o n  of a bu i l d ing  beyond what i s  nornial f o r  
i t s  age. An a l l o ~ ~ ~ a n c e  bc ~ a d e  investment  o f  can f o r  "over-in~prover~ient"--tl~e 
niore money i n  b u i l d i n ~ s  than  can be economically j u s t i f i e d  by the p roduc t ive  
c a p a b i l i t y  of t he  farm u n i t .  

The a c t u a l  a p p l i c a t i o n  o f  t he se  p r i n c i p l e s  by county a s s e s s o r s  l e a v e s  
much t o  be desired.  Some a s , s e s so r s ,  a s  a  m a t t e r  of  p o l i c y ,  a r e  r e l u c t a n t  t o  
g r a n t  a l lowances  v'here' j u s t i f i e d .  Others ,  i n  r e c o g n i t  i on  t h a t  v a r i o u s  t ypes  
of obsolescence do e x i s t ,  g r a n t  a uniform percen tage  o f f  o f  t h e  a s se s sed  
v a l u a t i o n s  of a l l  farm improvements, i n s t e a d  of t r e a t i n g  each fa rm u n i t  a s  
a n  i n d i v i d u a l  problem t o  be judged on i t s  own m e r i t s .  This p r a c t i c e  i s  no t  
au tho r i zed  by the  t a x  cormnission, but an a t t emp t  i n  1956 on t h e  p a r t  o f  t h e  
commission t o  end t h e  p r a c t i c e  was thwarted by t he  s t a t e  board of  equa l i za -  
t i o n .  

Some proponents of u n i t  assessment contend t h a t  improvements add 
no th ing  t o  the  va lue  of  a farm u n i t ,  t h a t  farm u n i t s  having no improvements 
w i l l .  s e l l  f o r  j u s t  as much pe r  a c r e  a s  u n i t s  having improvements, and t h a t ,  
theref 'ore,  no assessment  should be pl-aced upon irnprovenients. This c o n t e n t i o n  
i s  found p a r t i c u l a r l y  i n  t he  d r y  farming a r e a s  o f  t he  h igh  pl-a ins .  At ten-
t i o n  t o  s a l e s  shou1.d i l- lumina t e  t h i s  q u e s t i o n  cons ide rab ly .  

The s t a t e  average r a t i o  of a g r i c u l t u r a l  l and  hav ins  improvenients i s  
25.7 p e r  c e n t ,  whi le  the average of a g r i c u l t u r a l  l and  having no improvements 
i s  20.2 p e r  cen t .  This  cou ld  i n d i c a t e  e i t h e r  t h a t  farm improvements a r e  
a s se s sed  too h igh ,  o r  t h a t  a g r i c u l t u r a l  l a n d s  a r e  a s se s sed  too low. Other  
s t a t e  average r a t i o s  of s i g n i f i c a n c e  t o  t h i s  problem a r e  shown below, w i t h  
t h e  a g r i c u l t u r a l  average r a t i o s .  

S t a t e  Averaee R a t i o s  

Land With Land Mithout 
Improvements Improvements 

A g r i c u l t u r a l  l and  25.7% 
urban l and  29.7 
l I i sce l lancous  r u r a l  l a n d ,  25.6 

n o n - a g r i c u l t u r a l  

From t h i s  conlparison, , i t  can bc seen t h a t  t h e r e  i s  a c t u a l l y  l e s s  d i f f e r -  
ence between t he  r a t i o  of  a g r i c u l t u r a l  l and  having improvements and having 
no improve~r~entsthan  i.n t h e  ca se  of o t h e r  l and  c l a s s e s .  This would seem t o  
i n d i c a t e  t h a t  t h i s  i s  n o t  a problem re la tin^ t o  a g r i c u l t u r a l  irflprovements 
on ly ,  and t h a t  t he  answer i s  t h a t  l and ,  i n  g e n e r a l ,  may be a s se s sed  t o o  low 
i n  r e l a t i o n  t o  improvements. Elore d e t a i l e d  s t u d y  of  s a l e s  i n fo rma t ion  may 
shed more l i g h t  on the  problem. 



Another a s p e c t  of t h i s  con t rove r sy  r e l a t e s  t o  assessments  on fa rm 
dwe l l i ngs .  Some proponents  of u n i t  a s s e s s n ~ e n t  admit  t h a t  farm dwe l l i ngs  
occupied by owners should be t r e a t e d  s e p a r a t e l y ,  be ing  s u b j e c t  t o  a f u l l  
assessment  based on r e -p roduc t ion  c o s t  l e s s  d e p r e c i a t i o n ,  wi thout  r ega rd  t o  
income produc t ion  of  t he  fa rm u n i t ,  whi le  o t h e r s  contend t h a t  t h e y  should  
be regarded  a s  a n  i n t e g r a l  p a r t  of t h e  u n i t .  The one con t en t i on  i s  t h a t  t h e  
owner-occupied farm dwe l l i ng  should be t r e a t e d  no d i f f e r e n t l y  t han  t h e  c i t y -  
d rve l le r '  s r e s i d e n c e ,  which produces no income. Others  contend t h a t  , u n l i k e  
t h e  u rban  dwe l l i ng ,  a fa rm dwe l l i ng  cannot  be s o l d  s e p a r a t e  from t h e  fa rm 
u n i t ,  cannot  u s u a l l y  be r e n t e d ,  i f  n o t  occupied by t h e  owner, and i s  a n  e s -  
s e n t i a l  p a r t  o f  t he  income-producing farm u n i t .  

Regard less  of what may o r  may not  be determined abou t  t h e  e q u i t y  o f  
assessments  now i n  e f f e c t ,  t he  s t a t e d  p o l i c y  of t he  t a x  commission should ,  
i f  p r o p e r l y  a p p l i e d ,  produce e q u i t a b l e  assessments  and recognize  t h e  u n i t  
assessment  p r i n c i p l e .  If i n  a county,  the  normal s a l e s  exper ience  i s  t h a t  
assessments  of l and  and improvements combined a r e  exces s ive  i n  r e l a t i o n  t o  
ave rage  market va lue  of s i m i l a r  fa rm u n i t s ,  t h e  assessments  on improvements 
c a n  be reduced accord ing ly .  I f  such i s  no t  t h e  c a s e ,  no r e d u c t i o n  should  be 
needed. One p recau t ion  should be e x e r c i s e d ,  however, i n  the  u n i t  approach 
t o  t h e  e q u a l i z a t i o n  of  a s se s sed  v a l u a t i o n s .  That i s  t h a t  i n  comparing t h e  
combined a s se s sed  v a l u a t i o n  of  t h e  l and  and improvements of a  fa rm u n i t ,  
w i t h  s a l e s  p r i c e ,  a l l  of t h e  l and  which i s . u s e d  i n  connec t ion  w i th  t h e  u n i t  
should  be cons idered ,  whether  i t  i s  owned o r  l e a sed  by t h e  ope ra to r .  

F ind inns  and Conclusions 

1 )  The assessed  v a l u a t i o n s  on improvements a r e  no t  equa l i zed  w i t h i n  
t h e  c l a s s ,  w i t h i n  o r  among c o u n t i e s ,  nor  w i t h  o t h e r  c l a s s e s  of  p roper ty .  

2 )  The manual provided by t h e  t a x  commission f o r  t h e  r ep roduc t ion -cos t  
a p p r a i s a l  of  improvements i s  o b s o l e t e ,  inadequate, and f a u l t y  i n  many r e s p e c t s .  

3 )  Improvements should be a s s e s s e d  acco rd ing  t o  t he  r ep roduc t ion  c o s t  
of such  improvements, a d j u s t e d  t o  r e f l e c t  l o s s  i n  v a l u e  due t o  age ,  normal 
wear and t e a r ,  a c t u a l  p h y s i c a l  c o n d i t i o n ,  l o s s  of  u s e ,  obso lescence ,  and 
l o c a l  o r  r e g i o n a l  economic c o n d i t i o n s ,  t o  t h e  end t h a t  t h e  combined a s s e s s e d  
v a l u a t i o n  of  improvements and t h e  l and  which i s  a s s o c i a t e d  w i t h  them, t a k e n  
as a u n i t ,  s h a l l  n o t  be a g r e a t e r  p r o p o r t i o n  o f  t h e  average market v a l u e  
t han  i s  t h a t  of  s i m i l a r  p r o p e r t i e s  s i m i l a r l y  s i t u a t e d ,  

4 )  For the purpose of judging  t he  a s s e s s e d  v a l u a t i o n  of improvements 
used i n  the o p e r a t i o n  of a n  a g r i c u l t u r a l  u n i t  f o r  comparison wi th  t h e  market  
v a l u e  of  such u n i t ,  a l l  a c r eage  of  land which comprises  a n  o p e r a t i n g  a g r i -  
c u r t u r a l  u n i t  should be i nc luded .  

5 )  For t h e  purpose o f  such assessment  t h e  Colorado t a x  commission 
should prov ide  the county a s s e s s o r s  wi th  a n  a p p r a i s a l  manual c o n t a i n i n g  a 
method of de te rmin ing  t h e  r e p r o d u c t i o n  c o s t  of  a l l  c l a s s e s  of improvements. 



Such manual should be based upon c u r r e n t  c o s t s  of c o n s t r u c t i o n ,  should be 
main ta ined  c u r r e n t  by t h e  p u b l i c a t i o n  of annua l  supplements ,  and should also 
i n c l u d e  i n d i c e s  f o r  c o n v e r t i n g  c o n s t r u c t i o n  c o s t s  o f  one year t o  t hose  of 
a n o t h e r  yea r .  

6 )  Such l e g i s l a t i o n  as  i s  needed t o  implement t he  fo r ego ing  conclu-  
s i o n s  should bc e n a c t e d ,  



THE ASSESSMENT OF PmSONAL PROPERTY 

Personal property, f o r  purposes of assessment, includes a l l  taxable  
property which is  ne i the r  land nor improvements thereon, which i s  a f f i x e d  
t o  ne i the r  land nor improvements, A s  a c lass ,  it i s  characterized by 
easy mobility, frequent change of ownership, l a c k  of public record of 
ownership, g r e a t  v a r i e t y  i n  nature, r ap id  f l u c t u a t i o n  of value  because of 
aging, wear and t ea r ,  obsolescence, l o s s  and des t ruct ion,  and. t h e  opera t ion 
of t h e  law of s u ~ p l yand demand i n  the  market, A l l  of these  c h a r a c t e r i s t i c s  
tend t o  complicate l;l-:e problem of assess ing t h i s  c l a s s  of property, and of 
evaluat ing the  r e s u l t s  achieved, 

Exempt Personal Property, 

Many types of personal property have been removed from t h e  t axab le  
c l a s s  by s p e c i f i c  exemption. Much personal  property is sub jec t  t o  exemption 
according t o  i t s  ownership o r  use, along with r e a l  e s t a t e  of t h e  same owner-
s h i p  o r  use. Other broad c l a s s e s  of perscnal  property. have been exempted 
from property t axa t ion  because of the u n s u i t a b i l i t y  of t h a t  form of t axa t ion ,  
and have been subjected t o  o t h e r  forms of t axa t ion  i n s t e a d ,  

A l l  personal  property which i s  publicly-owned or i s  owned by banks o r  
courlty f a i r  associa t ions  i s  exempt by reason of such ownership, A l l  personal  
property which is  used s o l e l y  and exclus ively  f o r  r e l i g i c u s ,  non-profit  
school, o r  s t r i c t l y  c h a r i t a b l e  purposes i s  exempt by reason of such use. 
Household furnishings  and personal  e f f e c t s  which a r e . n o t  used f o r  t h e  
production of income a t  any time have been exempted. In tang ib le  personal  
property was exempted from t h e  property t a x  wi th  t h e  adoption of t h e  s t a t e  
income t a x .  Motor vehic les ,  t r a i l e r s  and semi - t ra i l e r s ,  except  those i n  
t h e  process of manufacture, or  i n  s torage,  or  i n  t h e  hands of manufacturers, 
d i s t r i b u t o r s  o r  dealers ,  were exempted from property t ax  with the adoption 
of t h e  s p e c i f i c  ownership tax.  Reference i s  made t o  t h e  more d e t a i l e d  
explanat ion of exemptions contained i n  Chapter I V .  

Taxable Personal Property', 

A l l  other  personal  property i s  subject  t o  assessment. The t o t a l  1958 
assessed va lua t ion  of t h i s  proper ty  i n  the  s t a t e  was $576,199,643, which 
was 17.4 p e r  cent of the  t o t a l  assessed va lua t ion  of t h e  s t a t e ,  Table X I 1 1  
shows t h e  1958 assessed va lua t ion  of personal  property by classes  a s  r e -
ported t o  the.  s t a t e  t a x  commission. Table X I V  shows t h e  r e l a t i v e  importance 
of t h i s  genera l  c l a s s  of property and i t s  major p a r t s ,  

For t h e  purpose of analyzing assessment po l i cy  and p rac t i ce ,  t h e r e  a r e  
t h r e e  major c lass i f ica t j -ons  of personal  property, of d i s t i n c t l y  d i f f e r e n t  
c h a r a c t e r i s t i c s ,  t h a t  can b e s t  be considered separa te ly .  They a r e :  1) 
l ives tock ,  2 )  merchandise and manufactures, and 3 )  a l l  other personal  
property,  



Livestock, 

Cons-t i tut ional  and S ta tu to ry  Provisiolw , Other than -the general  
provis ion r e l a t i n g  t o  a l l  property t h a t  i t s h a l l  be assessed a t  its f u l l  
cash value, t h e r e  i s  oiily one s t a t u t o r y  provision, and no c o n s t i t u t i o n a l  
provisions,  r e l a t i n g  t o  t h e  manner of determining t h e  assessed valuat ion 
of l ives tock ,  It is  " t h a t  nel-:,her the  term 'merchandise' nor t h e  term 
'manufactures s h a l l  be deemed t o  inc lude l ives tock  and a g r i c u l t u r a l  or  
l i v e s t o c k  products i n  a raw or  unprocessed s t a t e ,  except such a g r i c u l t u r a l  
o r  l ives tock  products a s  a r e  held by a r e t a i l e r  f o r  s a l e  t o  the  ul-i,:;.mte 
consumer. This provisi-on merely has the  e f f e c t  of forbidding the assess-
ment of lj,-ireslock: a s  merchandise on tlie 'basis of t h e  average amount of 
moneys or  c r e d i t s  inves ted  during t h e  calendar year ,  thus el iminating one 
of t h e  pcss ib le  methods p f  v a l ~ a t i o n  determination. 

There a r e  s e v e r a l  o ther  provisions r e l a t i n g  t o  the  acllninistrative 
procedure t o  be followed i n  making assessments, t h e  d iv i s ion  of l ives tock  
assessments between counties,  and t h e  assessment of l ives tock  brought i n t o  
t h e  s t a t e  during t h e  year .  These, being r e l a t e d  t o  procedural matters, 
r a t h e r  than t o  valuat ion determination, w i l l  be discussed i n  a l a t e r  
chapter  on assessment procedures, 

Tax Co:mission Policy. The pol icy  of the  t a x  commission w i t h  reference  
t o  the  determination of t h e  valuat ion of a l l  c l a s s e s  of l i v e s t o c k  i s  
promulgated i n  a n  annual publ ica t ion known a s  Circular  NO. 1, This c i r c u l a r  
contains nrecomnendationsfl f o r  the assessment' of most c l asses  of personal 
property, including l i v e s t o c k ,  

These recornrnendations are adopted fol lowing consu l t a t ion  by the  t a x  
commission with t h e  ccunty assessors  as  a group, a c t i n g  through t h e  
Colorado Assessors1 Associat ion.  A t  t h e  t ime of t h e  annual conference of 
t h i s  a s soc ia t ion  i n  January ol" each year, t h e  ccunty assessors  assemble i n  
four  separa te  d i s t r i c t  meetings. There they discuss  assessment policy,  such 
a s  t h e  minimum va lua t ion  which should be used per head f o r  var ious  c l a s s i f  i c a -  
t i o n s  of l ives tock  during t h e  ensuing gear ,  and a r r i v e  a t  a  consensus of 
opinion i n  each d i s t r i c t .  Each d i s t r i c t  meeting then s e l e c t s  two of i t s  
members t o  represen t  the d i s t r i c t  on what i s  known a s  t h e  advisory committee 
of t h e  associa t ion.  

This advisory committee c o n s i s t s  of the  pres ident  of t h e  associa t ion,  
t h e  e i g h t  assessors represent ing t h e  four d i s t r i c t s ,  one assessor  represent ing 
t h e  a s s o c i a t i o n  a t  l a r g e ,  appointed by the  pres ident ,  an? the  t h r e e  t a x  
comm_issioners. This. committee reconc i l es  t h e  d i f fe rences  of opinion among 
t h e  four  d i s t r i c t s ,  and determines what recommendations a r e  t o  be i ssued f o r  
t h e  guidance of the  assessors .  These recommendations a r e  then issued i n  
Circular  No, 1under t h e  au thor i ty  of the tax commission, 



TABLE XI11 

1958 ASSESSED VALUATION 01' PiRSONAL PROPERTY 

by Classes, as Reported t o  the S t a t e  Tax Commission 


Average Total 
Number Valuation Assessed 

Class of Units per Unit Valuation 

LIVESTOCK 

Cat t le  

Registered Herd Bulls 2,176 

Range Bulls (pure red) 24,352 

Pure Bred or  Registered Cat t le  


(coming Yearling ) 8,585 

Pure Bred or Registered Ca t t l e  


(year l ing or Over) 20,450 

S teers  (Coming Two Years Vld or  


Older ) l h ,  775 


Calves (coming Yearlings ) 386,656 

Range and Stock Cat t le  


(Corning Two Years Old or Older) 589,969 

Pure Bred or Registered 


Dairy Cat t le  4,509 

Grade Dairy Cows 95,563 

Ca t t l e  Fed i n  Transit 379,695 


Total  Catt le 

Sheep 

Bucks and Ewes, Pure Bred 

& Registered 5,737 


Bucks and Ewes, Pure Bred 

not Registered 16,842 


Stock Sheep ( ~ i x e d  Bunches ) 825,233 

Ewes (o ld)  121,340 

Sheep Fed i n  Transit 390,223 


-

Total Sheep 1,359,375 



TABLE XI11 (Continued) 

Class 
Number 
of Units 

Average 
Valuation 
per Unit 

Total 
Assessed 
Valuation 

Horses and Mules 

Pure  Bred S t a l l i o n s  and Mares1 
Ranch, 'Work, and Dray ~ o r s e s  
Saddle & Cow Ponies 
Mules, Burros 

1,670 
10,112 
28,900 

868 

Total  Horses & Mules 

Miscellaneous Lj-vestock 

u,550 

Swine-% 
Goats 
Rabbits 
Fur -Bearing Animals 
Bees (stands ) 
A l l  Other Animals 

Total Miscellaneous Livestock 

+ N~~mbernot reported,  

Chickens 
Turkeys 
Ducks, Geese, e t c ,  

Total Poultry 87,577 3/4 $ 53'5 
- -- 

486,549 

Total  Livestock $56,793,406 

MERCHANDISE AND MANUFACTURES $252,586,132 


