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Dear M r . M o r r i s s e y : 

T h i s y e a r ' s one p e r c e n t a u d i t c o n s i s t e d of the: 1) 1986 
a g r i c u l t u r a l formula i n p u t a n a l y s i s ; 2) the a u d i t of those 
c o u n t i e s found in n o n - c o m p l i a n c e in 1985; 3) a b s t r a c t 
a n a l y s i s ; a n d , 4) s t a t i s t i c a l s a l e s a n a l y s i s w h e r e p o s s i b l e . 
In a d d i t i o n , we will be p r e p a r i n g a p r o j e c t i o n r e p o r t on the 
c h a n g e from the 1977 l e v e l of v a l u e to the 1985 level of 
v a l u e . 

A g r i c u l t u r a l c o m p l i a n c e . The only m a j o r c h a n g e in the 
v a l u a t i o n p r o c e d u r e s of p r o p e r t y that o c c u r r e d in 1986 was in 
a g r i c u l t u r a l l a n d , due to the c h a n g e in the c a p i t a l i z a t i o n 
rate from 11 1/2% to 1 3 % . In order to d e t e r m i n e c o m p l i a n c e 
in v a l u i n g a g r i c u l t u r a l land in a l l c o u n t i e s d u r i n g 1 9 8 6 , we 
c o m p i l e d each c o u n t y ' s f o r m u l a i n p u t d a t a . The p u r p o s e of 
c o l l e c t i n g this data w a s p r i m a r i l y to d e t e r m i n e if each 
c o u n t y w a s using the new 13% cap r a t e , and f o l l o w i n g the 
g u i d e l i n e s r e q u i r e d by the D i v i s i o n in v a l u i n g a g r i c u l t u r a l 
l a n d . In a d d i t i o n , our a n a l y s i s has raised some q u e s t i o n s 
r e g a r d i n g a g r i c u l t u r e v a l u a t i o n p r o b l e m s that should be 
a d d r e s s e d . 

C o u n t i e s in n o n - c o m p l i a n c e . In 1 9 8 5 , all but three 
c o u n t i e s had a c h i e v e d and m a i n t a i n e d c o m p l i a n c e in v a l u i n g 
p r o p e r t y as r e q u i r e d by the c o n s t i t u t i o n , s t a t u t e s and 
a d m i n i s t r a t i v e p r o c e d u r e s . T h e s e c o u n t i e s w e r e : C h e y e n n e , 
S e d g w i c k and W e l d . T h e s e three c o u n t i e s w e r e found out of 
c o m p l i a n c e with regard to the f o l l o w i n g s u b c l a s s e s of 
a g r i c u l t u r a l l a n d . 

C h e y e n n e : I r r i g a t e d farm land and dry farm land 
S e d g w i c k : Dry farm land 
W e l d : Dry farm land 

RE: R o u t t C o u n t y 



M r . D a v e M o r r i s s e y 
Page 2 

A u g u s t 1 5 , 1986 

C o m p l i a n c e A u d i t . In the 1986 a u d i t , the p r i m a r y tool 
for d e t e r m i n i n g w h e t h e r a c o u n t y had m a i n t a i n e d c o m p l i a n c e 
was the a b s t r a c t a n a l y s i s . In those c o u n t i e s that were found 
in c o m p l i a n c e d u r i n g 1985 there should be no d e c r e a s e in the 
o v e r a l l v a l u e of any c l a s s or s u b c l a s s of o v e r a l l v a l u e of 
any c l a s s of p r o p e r t y e x c e p t for a g r i c u l t u r a l land due to the 
c h a n g e in the o v e r a l l c a p i t a l i z a t i o n rate from 11 1/2% to 
1 3 % . In all other c l a s s e s and s u b c l a s s e s , the v a l u e should 
be at l e a s t the same as last y e a r ' s v a l u e s with a slight 
i n c r e a s e due to new c o n s t r u c t i o n . The a b s t r a c t a n a l y s i s will 
be a s u p p l e m e n t to this r e p o r t as the data will not be 
a v a i l a b l e u n t i l later in A u g u s t . 

1 % S a l e s a n a l y s i s . As r e q u e s t e d by the S t a t e Board of 
E q u a l i z a t i o n , we have also i n c l u d e d a s t a t i s t i c a l a n a l y s i s of 
the sales data in each c o u n t y w h e r e such data was a v a i l a b l e . 
W h e r e s u f f i c i e n t sales data was a v a i l a b l e n o n e of the 
c o u n t i e s in c o m p l i a n c e have m a d e any s i g n i f i c a n t c h a n g e in 
v a l u e s s u b s e q u e n t to the 1985 a u d i t . 

Our a n a l y s i s f i n d s , p e n d i n g the a b s t r a c t a n a l y s i s , that 
R o u t t C o u n t y has m a i n t a i n e d c o m p l i a n c e with the 
c o n s t i t u t i o n a l s t a t u t o r y and a d m i n i s t r a t i v e r e q u i r e m e n t s and 
the A s s e s s o r and his staff should be c o m m e n d e d for their 
e f f o r t s . 

S i n c e r e l y 



AGRICULTURAL AUDIT 

The only major change in assessment procedures in 1986 
occurred in the valuation of agricultural lands. This year, 
all counties were to have used a capitalization rate of 13% 
in arriving at a value for agricultural land rather than the 
previous 11 1/2% capitalization rate. This higher rate alone 
has resulted in a lowering of agricultural land values 
statewide by 11 1/2%. 

In order to determine whether the Assessors were in fact 
applying the 13% capitalization rate, we requested each 
assessing office to provide the formula input data for each 
class and subclass of agricultural land. In addition to 
determining whether the Assessor was using the proper 
capitalization rate, the formula was also analyzed to 
determine whether the Assessors were following the directives 
mandated for this year by the Division of Property Taxation. 
We also analyzed the data in terms of questionable 
agricultural practices. 

For reporting the results of this analysis we prepared a 
two part series of questions. 

Part I - Compliance with Statutory or Division of 
Property Taxation Directives. This part of the analysis was 
based on whether the formula as submitted by the Assessor 
complied with the statutory 13$ cap rate change and this 
year's directives from the Division. A negative response 
indicates non-compliance and is followed by a specific 
comment as to what was actually used by the Assessor in 
valuing agricultural land. 

Part II - Auditor's Evaluation. This analysis was also 
based on the formula data submitted by the Assessor. 
Although we are not recommending orders for reappraisal based 
on negative responses to these questions, it is our opinion 
that this analysis has raised some serious questions that 
should be resolved if equalization is to occur. 



1986 
A G R I C U L T U R A L A N A L Y S I S 

Part #1 
C o m p l i a n c e With S t a t u t o r y R e q u i r e m e n t s and D i v i s i o n of 

P r o p e r t y T a x a t i o n D i r e c t i v e s 

1) W a s the 13% c a p i t a l i z a t i o n r a t e 
c o r r e c t l y a p p l i e d ? YES X N0_ 

C o m m e n t s : 

2) Did the a s s e s s o r use only those 
c r o p s p e r m i t t e d by the D i v i s i o n ? YES X N0_ 

C o m m e n t s : 

3) W e r e the c o r r e c t c o m m o d i t y p r i c e s 
used? YES X N0_ 

C o m m e n t s : 

4) W a s the Air Dry M a t t e r f o r m u l a 
used to c a l c u l a t e the v a l u e s for 

M e a d o w Hay Land? YES X N0_ 

C o m m e n t s : 

5) W a s the AUM r e n t a l rate used 
e q u a l to $ 7 . 7 0 per acre? YES X N0_ 

C o m m e n t s : 

6) W a s the fence and w a t e r e x p e n s e 
used for Dry N a t i v e R a n g e equal 

to $0.32 per acre? YES_X__ N0_ 

C o m m e n t s : 



7) W a s the fence e x p e n s e for Dry 
Farm Land equal to $0.16 per 

acre? YES X N0_ 

C o m m e n t s : 

8) Was the A l f a l f a Seed e x p e n s e 
used for I r r i g a t e d Land e q u a l 

to $6.03 per acre? YES * N0_ 

C o m m e n t s : 

9) W a s the l a n d l o r d ' s share of the 
B a l i n g e x p e n s e for I r r i g a t e d 
Land e q u a l to $5.15 per ton per 

acre? YES * NO 

C o m m e n t s : 

10) W a s the F e n c e e x p e n s e used 
for I r r i g a t e d Land equal to 

$0.54 per acre? YES * N0_ 

C o m m e n t s : 

11) Was the W a t e r e x p e n s e 
M e a d o w Hay Land equal 
per acre? 

C o m m e n t s : 

used for 
to $ 6 . 0 0 

YES X NO 

12) W a s the F e n c e e x p e n s e 
M e a d o w Hay Land e q u a l 
per acre? 

C o m m e n t s : 

used for 
to $0.54 

YES X NO 

13) W a s the F e n c e e x p e n s e 
O r c h a r d Land e q u a l to 
acre? 

C o m m e n t s : 

used for 
$0.54 per 

YES * NO 



Part #2 
A u d i t o r ' s E v a l u a t i o n 

1) W e r e the f o r m u l a s free of 
major m a t h e m a t i c a l errors? YES X NO 

C o m m e n t s : 

2) W e r e all a d v e r s e r o t a t i o n s 
e x p l a i n e d to the s a t i s f a c t i o n 
of the a u d i t o r ? YES NO 

C o m m e n t s : 

3) Did e x p e n s e s c o m p a r e f a v o r a b l y 
w i t h those used in the 1985 

a s s e s s m e n t year? YES X NO 

C o m m e n t s : 

4) Did y i e l d s c o m p a r e f a v o r a b l y with 
those used in the 1985 a s s e s s m e n t 

year? YES X NO 

C o m m e n t s : 

5) Did l a n d l o r d ' s share of i n c o m e and 
e x p e n s e s c o m p a r e f a v o r a b l y with 
those used in the 1985 a s s e s s m e n t 

year? YES X NO. 

C o m m e n t s : 

6) Did l a n d l o r d ' s share of i n c o m e and 
e x p e n s e c o m p a r e f a v o r a b l y with other 
c o u n t i e s in the r e g i o n ? YES X NO 

C o m m e n t s : 



7) Did each crop in the r o t a t i o n h a v e 
a p o s i t i v e net income? YES X N0_ 

C o m m e n t s : 

8) Did c o u n t y a v e r a g e crop y i e l d s 
a g r e e with y i e l d s used in the 

f o r m u l a s ? YES X N0_ 

C o m m e n t s : 

9) Do ten year a v e r a g e s a p p e a r to 
be in order? YES X N0_ 

C o m m e n t s : 

10) W e r e all m i s c e l l a n e o u s e x p e n s e s 
a l l o w a b l e u n d e r c u r r e n t law or 

r e g u l a t i o n ? YES X N0_ 

C o m m e n t s : 



A B S T R A C T A N A L Y S I S 

T h e a b s t r a c t a n a l y s i s is an i n t e g r a l part of the 1986 
C o l o r a d o A s s e s s m e n t S t u d y . The p r i m a r y o b j e c t i v e for this 
a n a l y s i s w a s to d e t e r m i n e if each c o u n t y p r e v i o u s l y found in 
c o m p l i a n c e m a i n t a i n e d c o m p l i a n c e with the 1977 l e v e l s of 
v a l u e by a n a l y z i n g s i g n i f i c a n t d i f f e r e n c e s b e t w e e n each 
c o u n t y ' s a g g r e g a t e 1985 and 1986 v a l u e s . 

In p e r f o r m i n g this a n a l y s i s , the a s s u m p t i o n w a s made 
that the a b s t r a c t s for 1985 and 1986 w e r e c o m p i l e d from 
c o m p l e t e tax r o l l s and in an a c c u r a t e f a s h i o n . Some l a t i t u d e 
had to be a c c o r d e d to the c h a n g i n g r e p o r t i n g p r o c e d u r e s 
r e l a t i n g to the a b s t r a c t i t s e l f . B a s e d on the r e s u l t s on the 
1985 a u d i t , Max P . Arnold & A s s o c i a t e s also m a d e a s s u m p t i o n s 
with r e s p e c t to the l e v e l and q u a l i t y of a s s e s s m e n t of each 
c o u n t y . T h a t a s s u m p t i o n was that if a county w a s in 
c o m p l i a n c e in 1 9 8 5 , t h e r e should be no s i g n i f i c a n t c h a n g e 
b e t w e e n the 1985 and 1986 a g g r e g a t e v a l u a t i o n for that 
c o u n t y e x c e p t for growth due to new c o n s t r u c t i o n . 

A r e v i e w of the 1% sales data s a m p l i n g was used to 
a u g m e n t the a n a l y s i s of the data found in c o u n t y a b s t r a c t s 
w i t h regard to the t y p e s and d e g r e e of v a l u a t i o n c h a n g e s m a d e 
in 1 9 8 6 . 

C h a n g e s in a g g r e g a t e a s s e s s e d v a l u e w i t h i n any c o u n t y 
are d e p e n d e n t upon such i t e m s as new g r o w t h , land 
r e c l a s s i f i c a t i o n s due to c h a n g e s in u s e , new r e s o u r c e 
p r o d u c t i o n and legal r u l i n g s . 

The last of the 1986 a b s t r a c t s of a s s e s s m e n t should be 
r e c e i v e d b e f o r e S e p t e m b e r 1 s t . O n c e the data is e n t e r e d , 
s u m m a r y r e p o r t s for l o c a l l y a s s e s s e d p r o p e r t y in each c o u n t y 
w i l l be p r e p a r e d w h i c h d i s p l a y land and i m p r o v e m e n t s and 
t o t a l v a l u e s by c l a s s for both 1985 and 1986 a b s t r a c t s . Also 
i n c l u d e d will be the d o l l a r v a l u e d i f f e r e n c e s and p e r c e n t 
c h a n g e f i g u r e s by c l a s s and in t o t a l . C o u n t y Board of 
E q u a l i z a t i o n c h a n g e s and their i m p a c t w e r e d i s p l a y e d at the 
end of the r e p o r t . To avoid c o n f u s i o n , p e r s o n a l p r o p e r t y 
w i l l be t r e a t e d s e p a r a t e l y . 

F r o m these r e p o r t s , the data will be e v a l u a t e d on the 
b a s i s of w h e t h e r there was a 5% or g r e a t e r a g g r e g a t e c h a n g e 
from 1 9 8 5 . In each case w h e r e a c h a n g e of that m a g n i t u d e 
o c c u r r e d the i n t e r v i e w s and new g r o w t h f i g u r e s will be 
r e v i e w e d . In s i t u a t i o n s w h e r e q u e s t i o n s r e m a i n e d , the 
A s s e s s o r will be c o n t a c t e d to a s s i s t in r e s o l v i n g the 
p r o b l e m . 



SALES RATIO ANALYSIS 

1974-1975 Sales Data 

At the request of the State Board of Equalization, we 
have included a statistical analysis of the 1974 and 1975 
sales data in those counties where a sufficient number of 
sales are available for analysis. As in the past, properties 
which changed significantly due to physical changes in the 
property because of additions or significant remodeling, etc. 
were deleted from the samples. Since the sales used in the 
study are now 11 to 12 years old many of the smaller counties 
simply do not have a sufficient sample size for a valid 
statistical analysis. 



max p. arnold & associates 

Statistical Summary ; 

County: ROUTT C l a s s : Residential I m p r o v e d 
Reviewed : 28-Jul-86 

Sum of Assessed Values - $ 7 , 4 4 0 , 1 3 5 

Sum of Sales Prices = $7,541,800 
Aggregate Sales Ratio - 98.652 

Mean Sales Ratio - 99.786 
M e d i a n Sales Ratio - 99.742 

Sample Size - 189 

Mean Absolute Deviation (Median Ratio) - 12.681 
Standard Deviation (Mean Ratio) - 20.492 

Coefficient of Dispersion ( M e d i a n ) - 12.714 

Coefficient of Variation (Mean) - 20.536 

Minimum Ratio -24.776 
Maximum Ratio = 212.414 

Statistical Guidelines 
For Colorado Sales Ratio Studies 

1) A reappraisal will be ordered w h e n e v e r the audit results indicate 
the "quality' of assessments fall outside the range of "0" through 
" 1 5 . 9 9 " for residential properties, and "0" through "20.99" for 

commercial and industrial properties. (The coefficient of dispersion 
has been the statistic used for this p u r p o s e . ) 

2) A reappraisal will be ordered w h e n e v e r the " l e v e l " of assessments 
fall outside of the " 9 5 . 0 0 " to " 1 0 5 . 0 0 " range. (The m e d i a n has been 
the statistic used for this purpose.) 

3) The lean, coefficient of variation, and confidence intervals will 

be used as additional measures of assessment level and uniformity. 



max p. arnold & associates 

Statistical Summary: 

County; R O U T T Class: Condo 
Reviewed : 28-Jul-86 

Sum of Assessed Values = $ 8 , 2 9 4 , 5 9 0 
Sum of Sales Prices

 : 

$8,589,010 

Aggregate Sales Ratio - 96.572 

Mean Sales Ratio -96.870 

M e d i a n Sales Ratio - 95.162 

Sample Size - 222 
Mean Absolute Deviation (Median Ratio) - 6.284 

Standard Deviation (Mean Ratio) - 9.470 
Coefficient of Dispersion (Median) - 6.604 

Coefficient of Variation (Mean) - 9.776 

Minimum Ratio = 70.078 
M a x i m u m Ratio - 118.629 

Statistical 6uidelines 
For Colorado Sales Ratio Studies 

1) A reappraisal will be ordered w h e n e v e r the audit results indicate 
the " q u a l i t y " of assessments fall outside the range of "0" through 
" 1 5 . 9 9 " for residential properties, and "0" through " 2 0 . 9 9 " for 

commercial and industrial properties. (The coefficient of dispersion 
has been the statistic used for this purpose.) 

2) A reappraisal will be ordered w h e n e v e r the "level" of assessments 
fall outside of the "95.00" to "105.00" range. (The m e d i a n has been 
the statistic used for this purpose.) 

3) The mean, coefficient of variation, and confidence intervals will 
be used as additional measures of assessment level and uniformity. 
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Statistical Summary: 

County; ROUTT Class: Commercial I m p r o v e d 

Reviewed : 2 9 - J u l - 8 6 

Sum of Assessed Values = $ 1 , 6 6 3 , 7 7 0 
Sum of Sales Prices - $ l , 6 8 5 , 4 6 0 

Aggregate Sales Ratio — 95.157 

Mean Sales Ratio = 99.839 

M e d i a n Sales R a t i o = 96.786 

Sample Size 8 

Absolute Deflation M e d i a n Ratio) = 10.542 

Standard D e v i a t i o n (Mean Ratio) - 17.718 
Coefficient of Dispersion (Median) = 10.392 

Coefficient of Variation (Mean) 17.747 

Minimum Ratio : 61.625 
Maximum Ratio = 146.006 

Statistical Guidelines 
For Colorado Sales Ratio Studies 

1) A reappraisal will be ordered w h e n e v e r the audit results indicate 
the " q u a l i t y " of assessments fall outside the range of "0" through 
"15.99" for residential properties, and "u" through " 2 0 . 9 9 " for 
commercial and industrial properties. (The coefficient of dispersion 
has been the statistic used for this purpose.) 

2) A reappraisal wil l be ordered w h e n e v e r the "level' of assessments 
fall outside of the "95.00" to "105.00" range. (The median has been 
the statistic used for this purpose.) 

3) The m e a n , coefficient of variation, and confidence intervals will 
be used as additional m e a s u r e s of assessment level and uniformity. 




