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Glossary of Commonly Used Property Tax Abbreviations

AG Attorney General

ARL Assessors Reference Library

ASOP Annual Statement of Property

BAA Board of Assessment Appeals

BEL Basic Equipment List

BIA Best Information Available

BOE Board of Equalization

BOCC Board of County Commissioners

BRC Business Records Corporation

CAA Colorado Assessors Association

CACI Colorado Association of Commerce and Industry
CAMA Computer Automated Mass Appraisal

CASS Colorado Agricultural Statistics Service
CATA Colorado Association of Tax Appraisers
CBOE County Board of Equalization

CBREA Colorado Board of Real Estate Appraisers
CCI Colorado Counties Incorporated

CCI Colorado Customware Incorporated

CIC Computer Information Concepts

CDOT Colorado Department of Transportation

CLT Cole-Layer-Trumbel

CML Colorado Municipal League

COD Coefficient of Dispersion

COoV Coefficient of Variation

CPEC Colorado Public Expenditures Council

CR.S. Colorado Revised Statutes

DDA Downtown Development Authority

DLG Division of Local Government

DOLA Department of Local Affairs

DPT Division of Property Taxation

DRMS Division of Reclamation of Mining and Safety
DURA Denver Urban Renewal Authority

ECS Eagle Computer Systems

EPA Environmental Protection Agency

FIRREA Financial Institutions Reform, Recovery, and Enforcement Act
FSA USDA - Farm Service Agency (formerly ASCS)
GIS Geographic Information System

GRI Gross Rental Income

GRM Gross Rent Multiplier

IAAO International Association of Assessing Officers
LV Land Value
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Manufactured Home Transfer Declaration
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c. Determine resource requirements and allocate existing resources in a manner
to complete a quality appraisal.

2. Estimate the budget cost for the appraisal. If budgets have been previously set and
additional funds are not available, the appraisal plan must be redrawn to fit into
existing budget constraints.

Specific information on development of an appraisal plan may be found in ARL
VOLUME 2, ADMINISTRATIVE AND ASSESSMENT PROCEDURES, Chapter 2,
Assessment Operations.

DATA COLLECTION AND ANALYSIS

Appraisal data that will be collected and analyzed will fall into one of three categories:

1. General
2. Specific
3. Comparative

General data is an overall category that pertains to information about the four forces
(physical, economic, governmental and social) originating outside a subject property and
those forces' influence on that property's value. General data provides a background basis for
analysis of international, national, and regional trends that affect value.

Examples of general data would be U.S. Census publications, U.S. Labor Department
employment statistics, and Colorado Division of Housing information on construction costs
and housing starts.

Specific data pertains primarily to information about the site. Examples of specific data
would be title and recorded information such as legal description, special assessments,
zoning, easements, other public restrictions, and physical information about the site.

Comparative data consists of cost, sales, and income information on individual properties.
When properly screened and confirmed, comparative data is used directly in the cost, market,
and income approaches to valuing the subject property.

Examples of comparative data are vacant land sales collected within the statutory data
collection period as stated in § 39-1-104(10.2), C.R.S., development costs for comparable
subdivisions, and economic rental rates.

Refer to the following diagram for a graphic representation of how general, specific, and
comparative data are collected for various geographic areas.
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LEVELS OF DATA

\ INTERNATIONAL /

General NATIONAL

Data

\ REGIONAL /
ECONOMIC AREA
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NEIGHBORHOOD

Specific
Data

SURVEY OF APPRAISAL INFORMATION SOURCES

Data sources of appraisal information may be divided into two categories.

1.
2.

Public records

Private sources

The major sources of public records are found in the county courthouse.

The local county clerk is a source of information on the following:

1. Documentary fee information for land sales
2. "Real Property Transfer Declarations" (Form TD-1000) for deeds requiring
documentary fees and recorded after July 1, 1989. “Manufactured Home Transfer
Declarations" for titled manufactured homes that are conveyed after July 1, 2009.
These are confidential
3. Copies of recorded leases
4. Land descriptions from recorded plats
5. Other general data about the county and cities within the county
15-AS-DPT
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COLORADO STATUTORY AND CASE LAW REQUIREMENTS

Colorado statutes require that the cost, market, and income approaches to value be
considered in the valuation of all land except for land used for agricultural and residential
purposes, oil and gas leaseholds and lands, and for producing mines For agricultural land, an
approved formula that complies with statutory language and legislative intent is to be used.
This formula capitalizes net landlord income into an indication of value. For residential
improved property, only the market approach is to be used. For oil and gas leaseholds and
lands and producing mines, statutory formulas are used.

In determining which valuation approach or approaches should be used, Colorado case law,
Montrose Properties, LTD., et al., v. Colorado Board of Assessment Appeals, et al., 738 P.2d
396 (Colo. App. 1987), affirms that the assessor must give appropriate consideration to all
required approaches to value. In this case, the court concluded that “appropriate
consideration” was used by an assessor when the assessor decided that insufficient
information precluded the use and calculation of one or more of the required approaches.
The court reasoned that appropriate consideration was used in determining that the
approach(es) was not applicable. The need for appropriate consideration of the three
approaches was also affirmed by the Colorado Supreme Court in Board of Assessment
Appeals, et al., v. E.E. Sonnenberg & Sons, Inc., 797 P.2d 27 (Colo. 1990).

Realistically, unless sufficient income information exists for the use of the income approach,
the market approach generally should be the basis for the final land valuation. To apply the
market approach in the valuation of vacant land, the appraiser should be familiar with
Chapter 4, Valuation of Vacant Land Present Worth. Documentation of the market
approach and documentation of the non-applicability of the other approaches should be
developed to satisfy the requirements of the § 39-1-103(5), C.R.S.

INFORMATION ACCESS AND CONFIDENTIALITY

At the written request of any taxpayer or taxpayer’s agent, and subject to such confidentiality
requirements as provided by §24-72-204, C.R.S., the assessor must make available the data
used in determining the actual value of any property owned by the taxpayer within seven (7)
working days following the written request. Upon receiving the request, the assessor must
immediately advise the taxpayer or agent of the estimated cost of providing the data. The
intent of the statute is that the assessor immediately estimates the cost because payment must
be sent to the assessor prior to providing the data. Once the data is gathered, the assessor can
choose whether the data is mailed, faxed, or sent by electronic transmission to the taxpayer
or agent. If the estimated cost was lower than actual costs, the assessor may include a bill
with the data for any reasonable cost above the estimated cost subject to the statutory
maximum. The additional costs are due and payable upon receipt of the data,
§ 39-5-121.5, C.R.S.

Such confidential information would include sales information obtained from the Real
Property Transfer Declaration (TD-1000), the “Manufactured Home Transfer Declaration,”or
other supplementary sales confirmation documents. However, the data from these
documents can be combined and summarized so that individual properties or owners are not
identified. These summaries can then be made available to the taxpayer as required by §39-
5-121.5, C.R.S.

It is further suggested that summaries of confidential income data for the various economic
areas in the county be prepared. For example, a summary of economic area #1 would reflect
gross rents ranging from $X to $Y and expenses ranging from $A to $B, etc. It is important
that the assessor ensure confidentiality in all cases.
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If a Computer-Assisted Mass Appraisal (CAMA) process is used to determine values, any
non-proprietary data used to create the valuation model must also be made available for
review by the taxpayer.

This data should be made ready for distribution prior to the taxpayer protest period. This
will allow ample time to delete confidential source notations yet supply all information to
which the taxpayer is entitled.

Pursuant to § 24-72-205, C.R.S., the statutory maximum is $.25 per page unless actual costs
exceed this amount. The statute delineates how the charges may be calculated. For
additional information regarding this issue, refer to ARL VOLUME 2,
ADMINISTRATIVE AND ASSESSMENT PROCEDURES, in Chapter 1, Overview of
Assessor’s Duties and Relationships.

REFERENCE SOURCES FOR LAND VALUATION

Additional information about land valuation techniques, appropriate units of comparison,
adjustments to sales, and other information may be obtained by consulting the following
publications:

1. Property Appraisal and Assessment Administration, 1990, International
Association of Assessing Officers, 130 East Randolph St., Ste 850, Chicago, Illinois
60601-6217.

2. The Appraisal of Real Estate, 2001, 120 Edition, Appraisal Institute, 875 N.
Michigan Avenue, Chicago, Illinois, 60611-1980.

3. Mass Appraisal of Real Property, 1999, International Association of Assessing
Officers, 130 East Randolph St., Ste 850, Chicago, Illinois 60601-6217.

4. Standard on Ratio Studies, 1999, International Association of Assessing Officers,
130 East Randolph St., Ste 850, Chicago, Illinois 60601-6217.

5. Property Assessment Valuation, 1996, International Association of Assessing
Officers, 130 East Randolph St., Ste 850, Chicago, Illinois 60601-6217.

6. Improving Real Property Assessment, 1978, A Reference Manual, previously
published by the International Association of Assessing Officers, 130 East Randolph
St., Ste 850, Chicago, Illinois 60601-6217.

7. Mini-Math _for Appraisers, 1974, Irvin E. Johnson, International Association of
Assessing Officers, 130 East Randolph St., Ste 850, Chicago, Illinois 60601-6217.
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CASE LAW RELATIVE TO SALES CONFIRMATION

The Colorado Supreme Court, in Board of Assessment Appeals, et al., v. E.E. Sonnenberg & Sons, Inc.,
797 P.2d 27 (Colo. 1990), ruled that if evidence of comparable feedlot sales outside the county and
within the relevant market is properly presented to the Board (CBOE), such evidence must be given
further appropriate consideration. Based on this decision, assessors should consider comparable sales of
property outside their county if it can be established that these sales can be considered to be within the
subject property’s relevant market area. The court further ruled that § 39-1-103(8)(d), C.R.S., requiring
30 sales of comparable properties within a county in order to establish sales ratios for properties does
not apply to the market valuation of property for property tax purposes, but rather for sales ratio
determination only.

In Carrara Place, LTD., et al., v. Arapahoe County Board of Equalization, et al., 761 P.2d 197 (Colo.
1988), the Colorado Supreme Court ruled that current data could not be considered because
circumstances occurred outside the base year time frame and that the base year assessment statute is

constitutional. The phrase “base year time frame” reflects the same concept as the phrase “data
gathering period” stated in § 39-1-104(10.2), C.R.S.

The Colorado Court of Appeals, in Platinum Properties Corporation, et al., v. Board of Assessment
Appeals, et al., 738 P.2d 34 (Colo. App. 1987), ruled that property sales occurring within the base
appraisal (data collection) period, but not formally closed until after the end of the base period, cannot
be excluded from consideration by the Board of Assessment Appeals or the assessor when determining
the true and typical sales price of the property. However, if the terms and conditions of the original
agreement have been consummated, as evidenced by a deed, at some time prior to the review, appeal, or
abatement hearing the transaction is to carry no more or less weight than any other sale.

In Home Federal Savings Bank v. Larimer County Board of Equalization, 857 P.2d 562 (Colo. App.
1993) the Colorado Court of Appeals ruled that for taxation purposes, market value is the price that a
willing buyer would pay a willing seller under normal economic conditions. In addition, the court
further ruled that the market approach to value mandates that an appraiser determine the probable sales
price for property by considering what other comparable properties actually sold for in the market place
at or about the date for which the value is sought.

The Colorado Court of Appeals, in C.P. & Son, Inc. v. The Board of County Commissioners of the
County of Boulder, 953 P.2d 1303 (Colo. App. 1998), ruled that case law requires assessors to follow
guidelines published by the property tax administrator and that mass appraisal was an acceptable
methodology for property tax purposes. The court further supported the trial court’s determination that
the sale of the subject property was not an arm’s-length sale based on evidence provided by the assessor.
This case references various pages from this volume and Addendum 3-B. Non-Qualifying Sales.
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CONFIRMATION OF SALES

The reliability of any valuation model or sales ratio study depends on the quantity and quality of its data.
The findings of a sales analysis can only be as accurate as the data used in the analysis. Therefore, sales
data must be collected, and adjusted to obtain valid indicators of market value.

Sometimes values in an economic area or property use class must be established on the basis of only a
small number of sales. When sales are relatively scarce, it is absolutely essential that each sale be
carefully analyzed for the purpose of collecting as many arm’s-length sales as possible. It is extremely
important that all sales be confirmed before they are used to determine appraised values and statistical
compliance.

In Colorado, a documentary fee must be paid to the county clerk and recorder on most deeds conveying
title to real property unless specifically exempted by statute. The amount of the documentary fee, based
on one cent for every one hundred dollars (rounded) of consideration paid, must be stamped on the deed
by the county clerk and recorder as required by article 13 of title 39, C.R.S. The inclusion of a
documentary fee benefits the assessor. However, blind acceptance of documentary fees on deeds
without further confirmation may lead to erroneous values.

One resource tool available to the assessor in the sales confirmation process is the Real Property
Transfer Declaration (TD-1000). Refer to Addendum 3-D, Real Property Transfer Declaration.
Any conveyance document presented for recording that is subject to the documentary fee must be
accompanied by a TD-1000 as required by § 39-14-102(1)(a), C.R.S. The TD-1000 includes the sales
price, which should be reflected in the documentary fee, and any personal property involved in the
conveyance. Other information that may be found includes the percentage of ownership conveyed,
financing, and other specific issues related to the sale.

Another tool is the Manufactured Home Transfer Declaration which, after July, 1, 2008, is required to
accompany any manufactured home conveyance. §39-14-103, C.R.S. Like the TD-1000, it includes the
sale price, any personal property involved in the sale, and financing. Refer to Addendum 3-E,
Manufactured Home Transfer Declaration.

To aid the assessor in the identification of non documentary fee conveyances, please refer to
Addendum 3-A, Conveyances With No Documentary Fee .

Even though the TD-1000 provides valuable information concerning the sale, it is highly recommended
that the assessor mail a supplemental questionnaire to each grantee. Sales that involve new subdivisions
with possible development potential, sales of vacant land where specialized financing was available,
sales involving a property trade, all commercial sales, and/or sales involving any unusual activity that is
known by the assessor or identified on the TD-1000 must have a supplemental questionnaire mailed to
both the grantee (buyer) and grantor (seller). Oftentimes the buyers and sellers are the only ones who
know the true motivating factors in a transaction.

Generally, only documentary fee sales are considered for further analysis. However, if sales are scarce,
supplementary sales confirmation questionnaires should be mailed to all grantees, even for those sales
recorded without a documentary fee or a TD-1000.

Through the sales confirmation process, many sales may be discovered where documentary fees are
required and TD-1000’s have been completed, but may be non-arm’s-length transactions. Since values
can be distorted by inclusion of any non-arm’s-length sales in the appraisal process, these sales should
generally not be used for market analysis and should never be used in either statistical analysis or to set
values. Therefore, these sales should be disqualified during the sales confirmation process. Refer to
Addendum 3-B, Non-Qualifying Sales.
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ADJUSTMENTS TO SALES

Once the confirmation process has progressed beyond the elimination of non-documentary fee
conveyances and the disqualification of non-arm’s-length sales referenced at Addendum 3-B, Non-
Qualifying Sales, possible adjustments must be determined before sales information can be used with

confidence as to its representation of market value.

Adjustments that must be considered before sales can be used with confidence include:

1. Adjustment to isolate the value of real property reflected in the sale price as required by § 39-1-
103(8), C.R.S.

a.

Non-realty deduction i.e., personal property.

Many sales include significant items of personal property. If these sales are to be used,
the value attributable to the personal property must be subtracted from the sale price to
obtain an “adjusted sale price.” Arbitrary, estimated or percentage adjustments for
personal property should never be used. Only the amount declared can be adjusted as
required by § 39-13-102(5)(a) and (b), C.R.S.

2. Adjustment to correct for atypical financing arrangements or seller assisted down payments.

a.

Financing adjustment

Some sale prices reflect the manner of financing of the property sold. Where sale prices
reflect favorable financing terms, the sale price must be adjusted. The objective of the
adjustment is to arrive at a sales price that is reflective of normal conditions of sale.
Favorable financed sales that are not adjusted will introduce a bias in the measures of the
level of assessment. Finance adjustment instructions can be found in Chapter 2,
Appraisal Process, Economic Areas and Approaches to Value.

Seller assisted down payments
Seller assisted down payments must be declared on appropriate closing documents prior

to adjusting the sales price. For more information refer to Addendum 3-F, Seller
Assisted Down Payments.

3. Adjustment to relate the sale price to the proper level of value.

a.

15-AS-DPT
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Time adjustment

Time adjustment must be considered as required by § 39-1-104(10.2)(d), C.R.S., that
states “...the level of value shall be adjusted to the final day of the data-gathering
period.”

After non-realty, financing, and time adjustments have been considered, the time adjusted
sales prices (TASPs) may be used to establish the valuation model. Refer to Chapter 2,
Appraisal Process, Economic Areas, and the Approaches to Value.
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REQUIRED SALES DATA BANK

A listing of all necessary information connected with the sale must be collected, and maintained in a
sales data bank as required by § 39-14-102(4), C.R.S.

Filing of declaration — information available to county assessor.

(4) Each county assessor shall maintain a data bank consisting of information which has been
derived from the declarations filed pursuant to the provisions of this article. Such information
shall be used to properly adjust sales for sales ratio analysis and for determining the actual value
of the real property transferred and the actual value of other real property, as well as other
purposes deemed appropriate by the county assessor.

§ 39-14-102, C.R.S.

To create the sales data bank the information must include the first three items that are derived directly
from the declaration, as well as, the additional items listed below.

1. Parcel or identification number/legal description or property address
2. Sales price

3. Date of sale (date of closing)

4. Economic area identifier

5. Use or abstract code

6. Assessor’s current actual value
7. Qualified/Unqualified status

The following additional information connected with the sale may be included in the data bank, if
determined necessary.

8. Book and page or reception number

9. Grantor and/or grantee

10. Documentary fee

11. Type of conveyance

12. Discretionary items, e.g., property characteristics

13. Notes
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ADDENDUM 3-E,
MANUFACTURED HOME TRANSFER DECLARATION

MANUFACTURED HOME TRANSFER DECLARATION

Purpose: The Manufactured Home Transfer Declaration (MHTD) provides essential information to the county assessor to
help ensure fair and uniform assessment of titled manufactured homes, § 39-14-103, C.R.S.

Requirements: When ownership of a manufactured home changes or is conveyed, any application for a manufactured home
title that is submitted to the authorized agent (county clerk and recorder) must be accompanied by an MHTD. The MHTD
must be completed and signed by the purchaser (buyer) or transferee (seller) pursuant to § 39-14-103(1)(a), C.R.S.

Penalty for Noncompliance: In the event an MHTD does not accompany the manufactured home title application, the county
clerk and recorder will notify the county assessor. The county assessor will notify the buyer or seller that the MHTD must be
filed with the county assessor within 30 days.

If a completed MHTD is not returned to the county assessor within 30 days, the assessor may impose a penalty of $25.00 or
.025% of the sale price, whichever is greater. This penalty may be imposed annually until such time as the buyer or seller
submits the MHTD or the titled manufactured home is sold, § 39-14-103(1)(b), C.R.S.

Confidentiality: The MHTD is available for inspection by any taxpayer who was specified in the manufactured home title
application or who filed the MHTD, the person conducting any valuation for assessment study pursuant to § 39-1-104(16),
C.R.S. and his or her employees, and the property tax administrator and his or her employees, § 39-14-103(1)(c), C.R.S.

1. Manufactured home sold:

Street address including space number City State Zip Parcel/Schedule Number

Legal description, including park name if applicable

Manufacturer/Make: Certificate of Title/Origin No.:
Serial No.: HUD No.:
Year: Length/Width:

2. Date of closing:

Month Day Year

3. Total sale price of manufactured home: $
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4. Were any additional items or personal property included in the sale price, such as: furniture, free standing appliances,
special flooring, window coverings, decks, storage sheds, carports, awnings, garages, skirting, etc.? If no additional
items are listed, the total sale price will be attributed to the manufactured home, § 39-5-203, C.R.S.

Yes  No Ifyes, approximate value of additional items or personal property $

Description of additional items included in the sale price

5.  Was the home purchased from a manufactured home dealer?  Yes No
If yes, was another manufactured home traded in? Yes No

Trade-in allowance $

6. Was the set-up of the home included in the sale price?  Yes No

Set-up fee $

7. Was 100% interest in the property purchased? Mark “no” if only a partial interest was purchased.

Yes No  Ifno, interest purchased %
8.  Are the parties to this transaction related (within the same family or business relationship)?  Yes No
9. Was the manufactured home purchased by a manufactured home community/park?  Yes No
10. Was the manufactured home purchased from a financial institution or at auction?  Yes No

11. What was the condition of the manufactured home at the time of purchase?
New Excellent Good Average Fair Poor Salvage

If the manufactured home was financed, please complete questions 12 through 15. If the manufactured home was not
financed, skip to question 16.

12. Total amount financed $

13. Type of financing: (Check all that apply)
New Assumed Seller carried Third party Combination

Explain:

14. Terms:

Variable - Starting interest rate %

Fixed - Interest rate %

Length of time years

Balloon payment - Amount Due date
Junior lien
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15. Mark all that apply: [] Seller-assisted down payment [ Seller concessions [ Special terms or financing

If marked, please explain:

Please include any additional information concerning the sale that you believe is important:

16. Signed this day of , 20 .
Enter the day, month and year, have at least one of the parties to the transaction sign the document, and include an
address and daytime telephone number. Please designate buyer or seller.

[ Signature of Buyer OR [ Seller Date

17. All future correspondence (tax bills, property valuations, etc.) regarding this property should be mailed to:

Address (mailing) Daytime Telephone

City, State and Zip Code
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INSTRUCTIONS FOR COMPLETING
MANUFACTURED HOME TRANSFER DECLARATION

Every two years, Colorado assessors must appraise all real property in the state. For property tax purposes,
titled manufactured homes are considered real property per § 39-5-202, C.R.S. Sale prices of properties are
used extensively in the appraisal process. Due to certain circumstances surrounding a sale (for example, a sale
between family members) some sale prices are not truly indicative of a property's value. Appraisers typically
adjust sale prices when unusual circumstances exist or disqualify (ignore) these sales altogether. The
Manufactured Home Transfer Declaration (MHTD) alerts the assessor's office to sales which may not provide a
true indication of a property's value. When untitled manufactured homes that are permanently affixed to the
land sell, a Real Property Transfer Declaration is filed.

The following is a brief explanation of the purpose of each question and the information required on the
MHTD:

1. Street address, parcel or schedule number, legal description of the real property and manufactured
home information:

This information links the sale to the assessor's records, identifies the location of the
manufactured home, and the parcel or schedule number assigned by the county assessor. Include
the legal description of the land or the name and location of the manufactured home park. The
description of the titled manufactured home, serial number, manufacturer/make, and year are all
required information. Certificate of Title/Origin number, HUD number, and length and width are
optional.

2. Date of closing:
The date the property is transferred from the seller to the buyer. This allows the assessor to
establish the exact date of the “meeting of the minds” concerning the date the sales price was
agreed upon.

3. Total sale price of manufactured home:
The total sale price is the most essential item of information concerning the sale. The total sale
price may include set-up fees. (See number six below for additional information regarding set-up
fees.) Adjustments to the sale price are often necessary before a sale can be used and adjustments
are more accurate when the true price of only the titled manufactured home has been identified.

4. Were any additional items or personal property included in the transaction?
Items include, but are not limited to: furniture, free standing appliances, special flooring, window
coverings, decks, storage sheds, carports, awnings, garages, skirting, etc. If any additional items
or personal property are included in the sale price, the value of those items must be subtracted
from the sale price to determine the true sale price of the manufactured home.

5. Was the home purchased from a manufactured home dealer?
In some cases a dealer’s sale price may be different from a private party’s sale price. It is
important for the assessor to qualify those particular sales to see what is included in the sale
price. If a manufactured home is traded for another manufactured home, additional adjustments
may be made to the sale price.

6. Was the set-up of the home included in the sale price?
Manufactured home dealers or manufacturers may charge a fee for the set-up of the
manufactured home. This fee is typically included in the total sale price of the home. The set- up
fee may include: rough set, utility hook-ups, seam and stitch, and full finish.
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7. Was 100% interest in the property purchased?
This is crucial to identify whether the sale included the full 100% interest. If less than 100%
interest in the manufactured home was purchased, the sale price cannot be considered
representative of the total market value of the property.

8. Is this transaction among related parties?
1t is important to know whether the buyer and seller are related individuals, as such sales often do
not reflect market value.

9. Was the manufactured home purchased by a manufactured home community?
It is important to know whether a manufactured home community was involved in the transaction,
as manufactured home communities typically purchase homes for less than market value in order
to fill spaces in the manufactured home community/park.

10. Was the manufactured home purchased from a financial institution or at auction?
1t is important to know whether a financial institution was involved or if the purchase was made
at an auction, as sales under these conditions typically result in below market value purchase
prices. For example; was the sale from a bank, auction house, or a property
foreclosure/repossession?

11. What was the condition of the manufactured home at the time of purchase?
When determining market value, the condition of the property at the time of the sale is very
important. If one or more of the items are checked, further analysis is necessary to establish the
condition at the time of sale.

12. - 15. Finance questions:
When financing reflects current market practices and interest rates, which is ordinarily the case with
third-party financing, sale prices do not require adjustments. However, adjustments or
disqualifications may be considered if the type of financing is unusual of the market.

16. Signature and date signed:
Verification by either the buyer of the manufactured home or the seller of the manufactured home
that the information contained on the Manufactured Home Transfer Declaration is true and
complete.

17. Address and daytime telephone number:
This information is helpful if the address of the sold property differs from the address of the owner
of record. It also verifies the mailing address for future correspondence.
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ADDENDUM 3-F, SELLER ASSISTED DOWN PAYMENTS

State of Colorado
Real Estate Commission and Board of Real Estate Appraisers

Joint Position Statement on Seller Assisted Down Payments
Adopted July 11, 2003

The Colorado Real Estate Commission and the Colorado Board of Real Estate Appraisers
have issued this Joint Position Statement to address mutual concerns pertaining to practices
of real estate brokers and real estate appraisers with regard to residential sales transactions
involving seller assisted down payments.

Seller assisted down payments should not be confused with seller concessions.

For example, in HUD Handbook 4155. 1 REV-4 CHG-1, HUD permits sellers (or other
interested third parties such as real estate brokers, builders, etc.) to contribute up to 6% of the
property’s sales price toward the buyer’s actual closing costs, prepaid expenses, discount
points, and other financing concessions. HUD defines other expenses (beyond those
described above) paid on behalf of the borrower as inducements to purchase. Further, HUD
considers a dollar-for-dollar reduction to the sales price for inducement to purchase before
applying the appropriate loan to value ratio. Similar consideration might be appropriate on
loans not involving HUD.

There are varied sources of seller assisted down payments. In some cases, the seller and
buyer choose to participate in a down payment program through a charitable organization.
The seller pays a fee to the charitable organization. The seller pays a fee to the charitable
organization and the charity “gift funds” the down payment for the buyer. The fee paid by
the seller and the amount of the down payment is not necessarily equal.

In other cases, the seller may fund the buyer’s down payment through proceeds of the sale.
A buyer may offer a purchase price higher than the listing price with the provision that the
seller contributes the amount of the offer over the listing price as a seller assisted down
payment for the buyer.

A residential real estate transaction has a life well beyond closing and possession of the
property. Accurate sales data is crucial for appraisals and comparative market analysis
(CMA) work products. Both appraisers and real estate brokers can effectively work together
to maintain the safeguards that accurate sold data affords.
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A real estate broker can facilitate these safeguards by adherence to the following:

Note the presence and amount of any seller paid costs (including a seller assisted
down payment or fee paid to a charitable organization on behalf of the buyer) in the
proper transaction documents, including the Buy-Sell Contract, Closing Statement,
and Real Property Transfer Declaration.

Utilize all available fields in the multiple listing service to record all transaction
terms, including seller contributions and inducements to purchase. Sold information
should be entered promptly and be specific and detailed particularly when the sold
price includes a seller assisted down payment.

Advise buyers and seller to consult legal and tax counsel for advice on tax
consequences of seller contributions and inducements to purchase.

Cooperate with appraisers as they perform their due diligence in asking question
about sales.

An appraiser can facilitate these safeguards by adherence to the following:

Research and confirm subject property and comparable sales, including obtaining
details of the contract and financing terms.

Research and confirm all relevant information about a transaction, including
determination of seller paid costs.

Utilize all available data search tools, including the listing history and seller
contributions features of multiple listing services.

Make appropriate adjustments to comparables with seller contributions and
inducements to purchase when developing work products.

Comply with the applicable provisions of the Ethics Rule and Standards 1 & 2 of the
Uniform Standards of Professional Appraisal Practice.

Comply with any supplemental standards required by agencies such as the Federal
Housing Administration.
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Ditches, canals, and flumes — exemption

Ditches, canals, and flumes which are owned and used by any person
exclusively for irrigating land owned by such person shall be exempt from the
levy and collection of property tax.

§ 39-3-104, C.R.S.

AGRICULTURAL COURT CASES

When determining if a parcel qualifies for an agricultural designation, knowledge of the
following supreme and appellate court cases relating to agricultural land is beneficial. In
some instances, statutes have been amended since the cases listed below were decided.

SUPREME COURT

Boulder County Board of Equalization and Board of Assessment Appeals v. M.D.C.
Construction Company, 830 P.2d 975 (Colo. 1992)

The Colorado Supreme Court held that there is no requirement in the statute that the owner
actually own or graze the livestock; that it is the current surface use of the land that
determines an agricultural designation.

e The court stated: “These statutory provisions (§§ 39-1-102(3.5) and 39-1-102(13.5),
C.R.S.) demonstrate that the surface use of land for monetary profit from agricultural
activities, and not owner’s plans or intent with respect to future development, is the
determinative factor in the classification of land as ‘agricultural land’ for property tax
assessment purposes.” Page 981

e For land to be classified as agricultural, the land may be used by the lessee or the
lessor for the primary purpose of obtaining a monetary profit according to the
definition of a farm or ranch.

e Land cannot be classified according to an intended future use.
Douglas County Board of Equalization v. Edith Clarke and Douglas County Board of

Commissioners v. Mission Viejo and Board of Assessment Appeals, 921 P.2d 717 (Colo.
1996) (The court consolidated the Clarke and Mission Viejo cases.)

When determining whether or not a parcel qualifies as agricultural land subject to favorable
ad valorem tax treatment, the court concluded the following:

e The plain meaning of the statute requires the taxpayer to prove that the land was
actually grazed unless (1) the reason land was not grazed related to a conservation
practice; or (2) the land is part of a larger functional agricultural unit on which
grazing or conservation practices have been occurring, Page 718.

e The statutes require that in order for land to be classified as a ranch, the land must be
used for grazing livestock. Furthermore, the plain meaning of the phrase “used for
grazing” is that livestock actually graze on the land, Page 723.
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e There is no indication in the statutory text to indicate that the legislature intended to
broaden the meaning of the phrase “use for grazing” to include parcels that the
taxpayer intended to use for grazing, but did not, Page 723.

e This provision would apply to a farm and the production of a crop, as well.

Welby Gardens v. Adams County Board of Equalization; Board of Assessment Appeals,
State of Colorado, 71 P.3d 992 (Colo. 2003)

The court addressed the broad issue of whether the petitioner’s greenhouse properties were
properly classified as “all other agricultural”, or should instead have been classified as
agricultural land. The court noted that in the facts of this case “...the growth of the plants
does not in any way depend on the location of the greenhouses on that particular piece of
property.”

e The court narrowed the issue as follows: “Therefore, only one phrase of the “farm”
definition requires our attention: whether the plants produced in the greenhouse
“originate from the land’s productivity.” § 39-1-102(3.5), 11 C.R.S. (2002). Page 994.

e The court concluded: “In order to qualify as a farm, there must be some connection
between the agricultural product and the productivity of the land which is being
valued.” Page 995.

e The court expanded their opinion by saying: “This nexus must be more substantial
than merely providing a location for the placement of a structure in which agricultural
products are produced.” Page 995.

In an important footnote (Footnote 9. Page 998), the court referred to Morning Fresh Farms,
Inc. v. Weld County Bd. of Equalization, 794 P.2d 1073 (Colo.App. 1990), where the
Colorado Court of Appeals held that an egg production facility should be classified as
agricultural.

13

e In distinguishing this case, the Supreme Court said: “...we note that the Morning
Fresh egg production facility was a small part of a larger agricultural operation, and a
portion of the feed for the hens was grown on the farm.”

COURT OF APPEALS

Vernon Estes v. Colorado State Board of Assessment Appeals and the Custer County Board
of Equalization, 805 P.2d 1174 (Colo. App. 1990)

e The Court agreed with the taxpayer’s contention that the surface use of the land is the
determining factor for purposes of classification and the owner's intentions for its
ultimate disposition is irrelevant.

e The court stated: ““...There is no requirement in the statute that the property owner be
the one who grazes livestock on the parcel for the primary purpose of making a profit
or that the owner’s leasing activity be conducted for profit to the owner,” Page 1175.

e If land is being grazed for the primary purpose of obtaining a monetary profit from
livestock, it should be classified as agricultural even if it is subdivided and the profit
is realized by the lessee and the owner's actual intent is to eventually sell the land for
a profit.
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The Mined Land Reclamation Board under the Division of Reclamation, Mining, and Safety
(DRMS) has the authority to designate and permit extractive mineral operations under § 34-
32-109, C.R.S. The permitted acres can include undisturbed lands, depleted lands, and lands
used for the operation.

Permitted Acres

The permitted acres are the total acres under permit by the DRMS. These acres reflect the
average of reserves underlying the surface of the permitted acres. There may be other
surface uses occurring on the permitted acres that are not directly related to the mining
operation. If any land within the permitted acres is used for purposes that are not directly
related to the mining operation, that land is not separately valued. Any improvements are
classified and valued according to their use. Land which is part of the total parcel acreage,
but not part of the permitted acreage should be valued separately based on the land's
classification, e.g., agricultural.

The number of permitted acres and the total parcel acreage will rarely match each other.
However, the total acreage valued under each use must match the total acreage of the parcel.
In order to classify properly, the valuation for the earth product operation (permitted acres)
and any additional valuation for acres having another use must be separately shown on both
the appraisal record and assessment roll. Acres valued under the producing earth/stone
formula should be classified as Producing Earth/Stone Leaseholds and Lands; other lands
should be classified based on the use as of the assessment date.

Remaining Economic Life

An important part of the valuation process regarding producing earth/stone operations is the
estimate of remaining economic life. For each year's valuation, the assessor should consider
both the physical depletion of the earth/stone reserve, as well as economic factors such as
future demand for the product, market conditions, expense factors, and actual or potential
environmental impact. Information on both physical and economic factors should be
obtained from the operator. It is possible that, due to economic conditions, the economic life
of a reserve may be substantially less than the physically mineable life. The following
criteria should be considered when assigning an economic life for earth and stone operations:

e If, after review of both physical and economic factors, the life of a sand and gravel
reserve exceeds 5 years, a maximum life of 5 years should be used.

e If, after review of both physical and economic factors, the life of any other
earth/stone product reserve exceeds 30 years, a maximum life of 30 years should be
used.

e [f no estimate of reserve life is provided in the declaration, the life can be estimated
by dividing the annual production into the total reserve tons declared.

Sand and gravel or borrow pits that are used intermittently, but may not have production
every year, should have an economic life assigned based on the economically mineable
reserves. For example, a pit with five years worth of reserves, which has only had
production in three out of the last five years, would have a remaining economic life of two
years. This pit would only be valued under the earth products formula when it had
production in the previous year.
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Use of Economic Royalty Rates

Economic royalty rates for sand and gravel and borrow operations are found in
Addendum 6-A, Sand & Gravel Economic Royalty Rates, at the end of this chapter.
These rates must be used to value all sand and gravel operations. The assessor must research
economic royalty rates locally for all other earth or stone product operations.

In deciding whether to use the statewide borrow rate or the sand and gravel royalty rate, it is
important to know the end use of the product, the extraction and subsequent processing
method, and whether the royalty is paid by the ton or cubic yard.

Sand and gravel or other aggregate that is screened, sized, washed, crushed, sorted, or
otherwise processed generally should be valued using the sand and gravel royalty rate. This
sand and gravel is used for construction, concrete products, glass manufacture, and other
purposes requiring a clean, uniformly sized aggregate. Royalty rates are generally paid by
the ton of material extracted.

Borrow is material that is usually not processed in any manner subsequent to extraction.
Often it will be loaded by front-end loader into a truck to be hauled directly to the jobsite.
This material typically consists of a varied mixture of sand, gravel, clay, rock, soil, organic
and other residual matter. It is generally used as fill or a base for roads or other
improvements.

This material is typically not resold after extraction. Royalties are usually paid based on the
number of cubic yards per truckload extracted. County road and bridge departments often
contract with local landowners to extract borrow material for the maintenance and
improvement of county roads.

Care should be used in distinguishing which rate to use. Material used as a base for a gravel
county road should be valued as “borrow.” Material used as a chipseal coat or for winter
sanding of paved roads should be valued at the sand & gravel rate. If the end use of the
product is different than the product declared on the declaration schedule, documentation
must be on file to support the end use.

Income Approach Valuation of a Producing Earth/Stone Operation

The income approach is considered the most reliable approach for valuing producing
earth/stone operations. This approach converts the future benefits of property ownership into
an expression of present value. The benefits being measured are estimated economic royalty
payments generated from the extraction of the earth/stone product over the remaining
economic life of the operation. This methodology estimates annual economic royalty income
based on previous year's production, then capitalizes that income to value using a Hoskold
factor to estimate the present worth of the permitted acres. This calculation is shown as
follows:

Annual Economic Royalty Income
x Hoskold Factor
Actual Value of Permitted Acres

The Colorado Division of Minerals and Geology has the authority to designate and permit
extractive mineral operations under § 34-32-109, C.R.S. The permitted acres can include
undisturbed lands, depleted lands, and lands used for the operation.
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Development of Hoskold Factors

The valuation of producing earth and stone operations requires the assessor to capitalize the
economic landlord income to value by multiplying the income by an applicable Hoskold
factor. The resulting amount is the actual value of the producing operation permitted acres.

The Hoskold factor is composed of three components.

Discount Rate (return on the investment)
Sinking Fund Factor (return of the investment)
Effective Tax Rate (reflects property tax amount)

Each component is necessary to adequately reflect the appropriate return required by a lessor
of coal reserves or earth and stone product mineral reserves.

The following steps should be used to determine the appropriate Hoskold factor:

I.

Determine the current approved Discount Rate.

The current approved Discount Rate can be found in Addendum 6-C, Hoskold
Factors Worksheet, at the end of this chapter. The Discount Rate is researched and
developed each year by the Division of Property Taxation.

Select the applicable Sinking Fund Factor.

First, determine the remaining economic life of the deposit. (Refer to the Remaining
Economic Life topic above for a more complete discussion of this issue.) Sinking
Fund Factors for the current approved investment “safe rate” can be found in
Addendum 6-C, Hoskold Factors Worksheet. Find and select the one factor that
corresponds to the remaining economic life of the reserve.

Calculate the Effective Tax Rate.

a. Determine the mill levy for the year prior to the assessment date for the
natural resource property being valued, based on the tax area in which it is
located.

b. Convert the mill levy to a decimal equivalent by dividing it by 1000.

c. Multiply this number by 29% (.29) and round to six decimal places. This
number is the Effective Tax Rate.

Calculate the Effective Capitalization Rate.

Add the Discount Rate, the appropriate Sinking Fund Factor, and the calculated
Effective Tax Rate together.

Calculate the appropriate Hoskold factor.

Take the reciprocal of the effective capitalization rate, i.e., "1" divided by the Effective
Capitalization Rate. That is the Hoskold factor to be used in the valuation formula.
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*Effective tax rate calculation:

Example:

Example:

66.057 Applicable Mill Levy for producing operation

0.066057  Decimal Equivalent of Mill Levy

X

0.29 Assessment Rate

0.019157 Effective Tax Rate

0.120900  Discount Rate

0.182792 Sinking Fund Factor for 5 Years @ 4.7% Safe Rate
0.019157 Effective Tax Rate (rounded)*

0.322849  Effective Capitalization Rate

1

-- 0.322849 = 3.097423 Hoskold Factor

The subject property is a sand and gravel operation located in a Colorado county.
The operator leases the land being mined. The operation sits on a 160-acre tract.
Twenty acres have been permitted by the Colorado Division of Minerals and
Geology. The balance of the land, outside the permit area, is agricultural and has
been classed VIIA grazing. The operator has filed a declaration. The lease and
reserves indicate the remaining economic life of the pit is 10+ years and the pit is
located in a tax district with a mill levy of 66.057 mills. The maximum allowable
economic life to be used is 5 years. The previous year’s production was 500,000 tons.

Step #1:

Step #2:

Step #3:

Step #4:

Step #5:

Step #6:

Step #7:
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From Section C of the completed DS 648, determine the number of
tons of sand & gravel mined during the preceding calendar year.

Select the appropriate Sand & Gravel Economic Royalty Rate per ton
based on your District. Refer to Addendum 6-A, Sand & Gravel
Economic Royalty Rates, for statewide districts and rates.

Multiply the tons produced by that district’s Economic Royalty Rate to
calculate the royalty income to the landlord.

Make a copy of Addendum 6-C. Hoskold Factors Worksheet, and
develop the Hoskold factor to be used based on the remaining
Economic Life in Years, the current Discount Rate, the appropriate
Sinking Fund Factor, and your effective tax rate.

Multiply the royalty income by the Hoskold factor to calculate the
actual value of the sand & gravel operation (land). This value is
attributed to the permitted acres.

Determine the value of the agricultural acres based on their use and
productivity classification.

List the value attributable to the sand & gravel operation with the
permitted acres, list the agricultural value with the grazing acres.
These values should be kept separate on the appraisal record,
assessment roll, and for abstract purposes.
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STEP #3 Determine the present worth of one factor.

For each year remaining in the agreement, determine the appropriate present
worth of one factor in the compound interest tables based on the net present
value conversion rate previously established by the county.

For possessory interests that have a duration of one year or less, the payment
is the present worth.

STEP #4 Calculate the present value of the payments over the remaining years in
the initial term of the agreement.

Conversion of the annual payments to present value is calculated by
multiplying each year’s payment by the applicable present worth of one factor
based on the previously determined NPV conversion rate. The calculation is
completed for each of the remaining years in the initial term of the agreement.
Add each year’s present value together for the total NPV of the possessory
interest.

Example calculation of a commercial possessory interest:

Assumptions:

e Remaining years of income stream 4 years
e Net present value conversion rate including ETR 14%
e Annual payment (less exclusions) for
remaining years in the agreement  Year #1 $10,000
Year #2 $11,000
Year #3 $12,000
Year #4 $13,000
‘Calculation of NPV:‘
Year#1 Year#2 Year#3 Year#4
Annual payment (less exclusions) $10,000 $11,000 $12,000 $13,000
PW of 1 Factor for 14% 877193 769468 .674972 .592080
Net Present Value of payment $ 8772 §$ 8,464 §$ 8,100 $ 7,697
TOTAL NPV of the Possessory Interest $33.033

The net present value for each remaining year in the agreement is totaled to arrive at the
NPV of the possessory interest. Simply stated, $33,033 is the value today of the total
payments over the remaining years in the agreement.

The Division developed an electronic spreadsheet that may be used to determine the present
value of the payments over the remaining years in the agreement. Please contact the
Division for an electronic copy of the spreadsheet.
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STEP #5 Apply the level of value adjustment factor published by the Division.
The calculation of the actual value of the possessory interest is:
NPV of the possessory interest

x__Level of value adjustment factor (published by the Division)
Actual value of the possessory interest

AGRICULTURAL POSSESSORY INTEREST VALUATION

Land owned by a governmental entity and used through an agreement for farming or
ranching by a private individual is a taxable possessory interest. Agricultural possessory
interests are valued in accordance with § 39-1-103(17)(a)(II), C.R.S. Senate Bill 04-059
established, as of January 1, 2005, that the actual value of a possessory interest in
agricultural land, including land leased by the state board of land commissioners other than
land leased pursuant to § 36-1-120.5, C.R.S., shall be the actual amount of the annual rent
paid for the property tax year.

Data Needed

e Actual rent paid in the agreement

Obtaining Necessary Information

For information on how to contact the respective agency for a list of necessary information
for use in classification and valuation of possessory interests, refer to Discovery of
Possessory Interests.

Level of Value Adjustment Factor

Pursuant to § 39-1-103(17)(a)(I) and (II)(B), C.R.S., the administrator is required to establish
the level of value adjustment (LOV) factor(s) for possessory interests using the same
procedures and principles as are provided for property in § 39-1-104(12.3)(a)(I), C.R.S. For
each assessment year, the Division of Property Taxation publishes separate LOV adjustment
factors for real and personal property possessory interests.

For each reappraisal (odd numbered) tax year, the Division utilizes the U.S. Department of
Labor, Bureau of Labor Statistics data changes to the CPI-U: Denver- Boulder-Greeley from
appraisal date to assessment date to calculate the LOV factor. For each intervening (even
numbered) tax year, the Division utilizes the U.S. Department of Labor, Bureau of Labor
Statistics data changes to the CPI-U: Denver- Boulder-Greeley from appraisal date to
assessment date to calculate the LOV factor.

The factors are derived as follows:

1. For real property, the factor is based on median changes to the Western District
averages for real property construction costs between the June 30 appraisal date and
the January 1 assessment date as reported in Section 98, page 7 of the Marshall and
Swift Valuation Manual published by the Marshall Valuation Service.

2. For personal property, the factor is based on median changes in the equipment cost
indexes from the “Average of All” industries category between the June 30 appraisal
date and the January 1 assessment date as reported in Section 98, page 7 of the
Marshall and Swift Valuation Manual published by the Marshall Valuation Service.
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STEPS TO VALUE AGRICULTURAL POSSESSORY INTERESTS

As required by § 39-1-103(17)(a)(I), C.R.S., the actual value of a possessory interest in
agricultural land, including land leased by the state board of land commissioners other than
land leased pursuant to § 36-1-120.5, C.R.S., shall be the actual amount of the annual rent
paid for the property tax year.

Steps in the valuation process:

STEP #1 Contact the appropriate federal, state, or local agency or entity to obtain
information regarding the agreement.

Use the list provided by the Division for the federal and state agencies. The
items on the list include names, mailing addresses, annual payments, terms
and the expiration date of the agreement. If you have any questions regarding
information contained on the list, refer to Discovery of Possessory Interests
for the name, address, and phone number of the applicable agency.

In the event that property owned by a governmental entity other than federal

or state land is used for agricultural purposes by a private party, the county is
responsible for obtaining the necessary documentation.

STEP #2 Determine the actual value.

The actual rent paid for each agreement is the actual value.

STEP #3 Apply the level of value adjustment factor published by the Division.
The calculation of the actual value of the possessory interest is:
Actual value of the possessory interest (rent paid)

x__ Level of value adjustment factor (published by the Division)
Actual Value of the Agricultural Possessory Interest
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SKI AREA POSSESSORY INTEREST VALUATION

Section 39-1-103(17)(a)(I), C.R.S., specifically requires that the valuation of ski area
possessory interest is determined by capitalizing at an appropriate rate the annual fee paid by
the lessee or permittee. The rate used to capitalize any fee paid by the ski area includes an
appropriate capitalization rate, an appropriate effective tax rate and an appropriate
adjustment to reflect the portion of the fee, if any, required to be paid over by the United
States to the state of Colorado and its political subdivisions.

The possessory interest valuation method is applied only to the real and personal property
under agreement from the United States. Privately owned land, improvements, and personal
property located on the property are separately valued con51der1ng the cost, market and
income approaches to appraisal.

Capitalization of Income Definition

The previous year’s fees paid for the use of the USFS land for a ski area is capitalized into a
value of the possessory interest.

Data Needed

e Previous year’s permit fees
e (apitalization rate
e Pass-through rate

e [Effective tax rate as of the assessment date

Obtaining Ski Area Permit Fees from USFS

The division annually collects the ski area permit fees from the USFS or counties can contact
the ski area directly.

Capitalization Rate Development

The capitalization rate is developed and published by the Division every year using the
Weighted Average Cost of Capital technique (WACC) and may be found in Addendum 7-D,
Possessory Interest Valuation Rates. For more detailed information on the calculation of
the ski area capitalization rate contact the Division.

Pass-Through Rate Development

The pass-through component of the ski area capitalization rate represents the twenty-five
percent of fees returned to the state by the U.S. Forest Service (USFS) from fees paid by
users of USFS land.  The pass-through rate may be found in Addendum 7-D. For more
detailed information on the calculation of the ski area pass-through rate contact the Division.
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Effective Tax Rate Development

The effective tax rate is developed by the county to account for property taxes paid by the
possessory interest owner of the ski area recreational land for the possessory interest
assessment. In the calculation, the county uses the mill levy prior to the assessment date for
the tax area where the ski area is located.

Mill Levy (as a decimal; based on location of the possessory interest)
X 29 (assessment rate as a decimal)
Effective Tax Rate (expressed as a decimal equivalent)

Adjusted Capitalization Rate Calculation

The adjusted capitalization rate is composed of three components.

Capitalization rate (calculated by the Division)
+ Pass-through rate (calculated by the Division)
+ Effective tax rate (calculated by the county)
Adjusted Capitalization Rate

Adjusted Capitalization Rate Application

After the adjusted capitalization rate is calculated it is applied to the USFS previous year’s
fee amount. The resulting number is the actual value of the possessory interest in the Forest
Service land.

Fees paid to USFS (from USFS)
—_ Adjusted Capitalization rate (developed by the county and the Division)
Value of the possessory interest

Level of Value Adjustment Factor

Pursuant to §39-1-103(17)(a)(I) and (IT)(B), C.R.S., the administrator is required to establish
the level of value (LOV) adjustment factor(s) for possessory interests using the same
procedures and principles as are provided for property in § 39-1-104(12.3)(a)(I), C.R.S. For
each assessment year, the Division of Property Taxation publishes separate LOV adjustment
factors for real and personal property possessory interests.

For each intervening (even numbered) tax year, the Division utilizes the U.S. Department of
Labor, Bureau of Labor Statistics data changes to the CPI-U: Denver- Boulder-Greeley from
appraisal date to assessment date to calculate the LOV factor.

For each reappraisal (odd numbered) tax year, the Division utilizes the U.S. Department of
Labor, Bureau of Labor Statistics data changes to the CPI-U: Denver- Boulder-Greeley from
appraisal date to assessment date to calculate the LOV factor.

Please refer to Addendum 7-D, Possessory Interest Valuation Rates for the adjustment
factors to be used for the current assessment year.
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STEPS TO VALUE SKI AREA POSSESSORY INTERESTS

Section 39-1-103(17)(a)(I), C.R.S., requires that the assessor use only the capitalization of
income approach to determine the value of the possessory interest of ski area recreational

lands.

Steps in the valuation process:

STEP #1

STEP #2

-

STEP #3

Obtain the amount of fees paid for the previous calendar year.

Use data collected by the Division and provided to the counties or contact the
United State Forest Service (USFS) district forest supervisor’s office in which
the ski area is located. If unsure as to where the local office is, refer to
Discovery of Possessory Interests for the name and address of the central
office.

Develop the applicable adjusted capitalization rate.
Calculate the applicable adjusted capitalization rate:
Capitalization rate (calculated by the Division)

Pass-through rate (calculated by the Division)
Effective tax rate (calculated by the county)

Adjusted Capitalization Rate*
*The capitalization rate should be rounded to four (4) decimal places.

Additional information regarding how the discount and pass-through rates are
developed may be obtained by contacting the Division of Property Taxation.

Calculation of the actual value of the possessory interest.

Example calculation of ski area recreational land:
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Previous Year’s USFS fees $50,000
Capitalization Rate (published by the Division) +.1400
Pass-through rate (published by the Division) +.0470
Effective tax rate (calculated by the county) +.0232
Adjusted capitalization rate (expressed as a decimal) 2102

ICalculation of Value]

Previous Year’s USFS fees $50,000
Adjusted Capitalization Rate — 2102
Value of the possessory interest $237,868
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STEP #4 Apply the level of value adjustment factor published by the Division.
The calculation of the actual value of the possessory interest is:

Capitalized value of the possessory interest
X Level of value adjustment factor (published by the Division)

Actual Value of the possessory interest

The Division publishes the capitalization rate and pass through rate used by all county
assessors each year. For intervening assessment years (even numbered years), the Division
publishes the adjustment factor used by all assessors to adjust values to the appraisal date in
effect for that reappraisal cycle.

ADMINISTRATIVE ISSUES

Apportionment Between Two or More Counties

In most circumstances, possessory interests are located in a single county and no
apportionment is necessary. However in some instances, land under agreement lies in more
than one county and thus requires an apportionment of the actual value of the possessory
interest to each county.

In the case of agricultural grazing possessory interests, the federal and state agencies have
been able to provide the exact acreage of each allotment within each county.

In the case of river-rafting permits the launch site location is to be used in determining the
county as well as the taxing district to assign to the account.

For guide and outfitter operations or USFS special use permits located in multiple counties it
would be reasonable to assign the base-site of the operation as the location. It is up to each
county to communicate with the shared counties to determine the apportionment.

Each county will send a tax bill for its apportioned share of the total value.

Tax Area Assignment

Possessory interest properties will be taxed by a minimum of the county and a school district.
The inclusion of property in other taxing entities must be determined using county and taxing
entity records, to the best of your ability.

School district boundary information is available from the school district and/or the
Department of Education.

When assigning a tax area for possessory interests such as a rafting operation, it would be
reasonable to use the location of the launch-site as the determinate factor for establishing the
tax area or in the case of multiple counties, the county/tax area where the launch-site is
located. The same theory would be reasonable regarding guide and outfitter operations, e.g.,
the county where the business is based. However, all counties involved need to be in
agreement with this assignment.
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Minimum Value

The law does not provide for minimum assessments on real or personal property. What is
allowed pursuant to § 30-1-102(3), C.R.S., is the collection of a $5 administrative fee when a
real property tax amount is less that $10.

Counties considering a minimum assessment should discuss the issue with the county

attorney, as the county attorney defends the assessor’s actions if a taxpayer challenges the
minimum value.

Property Description
The property description for a possessory interest will vary, depending on the information

available and whether the lessor is the U.S. forest Service, the State Land board, etc. Based
on the information available from each lessor, the assessor should establish a standard for
possessory interest descriptions. Below are suggested items that might be included, if
available, in the description.

o Principal meridian (if there is more than one survey area in the county)

o Section, township and range

o Lease/permit/authorization number

o Lessor

o Contract date (optional)

o Expiration date (optional)

o Park name/allotment name

o Acreage of parcel (if known)

Examples:

Possessory 1nterest in State Land Board land in Section 36, Township 11 North, Range
52 West of the 6" Principal Meridian, containing 640 acres, per lease number 01 123.

Possessory interest in BLM land, authorization number 0505715, allotment Westridge.

Parcel Numbering

A parcel number may be assigned to a possessory interest property but because the
possessory interest is tied to a permitted use and not necessarily to real property described by
section, township, and range using a fourteen-digit parcel number may not be appropriate.

Therefore, to create consistency, a county could consider using arbitrary schedule numbers to
identify possessory interest properties.
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ADDENDUM 7-D,
2009 POSSESSORY INTEREST VALUATION RATES

The following rates will be used for the valuation of Possessory Interest properties for 2009.

SKI AREA CAPITALIZATION RATE

2009:

The pass-through component of the ski area capitalization rate represents the twenty-
five percent of fees returned to the state by the U.S. Forest Service (USFS) from fees
paid by users of USFS land.

Capitalization Rate 14.00 percent (Determined by the Division)
Pass-Through Rate  + 4.70 percent (Determined by the Division)
Effective Tax Rate  + (Determined Locally)

= Adjusted Capitalization Rate

2009 LEVEL OF VALUE ADJUSTMENT FACTOR, § 39-1-103(17)(1I)(B), C.R.S.
2009 Possessory Interest LOV Factor .99
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