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TAX INCREMENT FINANCING (TIF)
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Title 31 of the Colorado Revised Statutes authorizes Urban Renewal Authorities (URAs) and Downtown Development Authorities (DDAs) to use Tax Increment Financing (TIF). These authorities operate under the jurisdiction of the municipality in which they are created. TIF plans may include municipal sales taxes, ad valorem property taxes, or both. Both §§ 31-25-107(9)(h) and 31-25-807(3)(f) require the Property Tax Administrator to prepare and publish manuals to give direction to county assessors regarding the manner and methods by which the statutory TIF provisions are to be implemented. The differences between the urban renewal and downtown development statutes are identified in this section. Each TIF plan is unique. The ARL cannot anticipate every TIF issue and cannot summarize all provisions of UR/DD law. This section is intended to be a procedural resource for county assessors. Both municipal sales taxes and ad valorem property taxes may be subject to TIF; however, this section focuses only on ad valorem property tax procedural issues related to administering the TIF provisions of the URA and DDA statutes, § 31-25-101, C.R.S., et seq. and § 31-25-801, C.R.S., et seq. The Division works collaboratively with assessors and their staff to assist them in implementing these procedures. Each assessor should become familiar with the relevant statutes and work with the Division and his or her county attorney when unique TIF issues develop. TIF statutes do not supersede or alter the ad valorem statutes requiring assessors to value all taxable property according to its actual value. This section utilizes the following abbreviations: “URA” means Urban Renewal Authority/ies “DDA” means Downtown Development Authority/ies “UR” means urban renewal “DD” means downtown development “TIF” means tax increment financing



THE TIF PROVISION A TIF provision is a financing tool whereby urban renewal or downtown development projects are financed from anticipated future tax revenues. When a TIF-funded project is undertaken as part of a UR or DD plan, there is an expectation that the project will drive growth and redevelopment within the plan area. This in turn typically causes new and increased property value within the plan area, which then translates to increased tax revenue from the area. The TIF provision allows the municipality to capture that increased tax revenue to reimburse itself for the costs of these projects. Upon the approval of a TIF plan, property value within the TIF area is split into two components, “base” value and “increment” value. Base value is the property value measured in the TIF area upon the approval of a TIF plan. Increment value is then measured annually and is only achieved when the total valuation for assessment in the TIF area exceeds the base valuation in that area. All taxes levied on the base value are paid to the taxing authorities whose boundaries lie within the TIF plan. The mills of these same taxing authorities are also levied on the increment and paid into the special fund of the authority. There is no separate mill levy for the increment.
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In its simplest form, a TIF project is funded with debt, typically in the form of bonds issued by the authority or the underlying municipality. The tax revenue derived from the increment is pledged as the basis for bond repayment. Increment value may be either positive or negative, but in any case, is presumed to be attributable to the effects of the UR or DD plan. Once increment value exists, taxes on that value are paid to the URA or DDA. The revenue is statutorily required to be put into a special fund of the URA or DDA to pay its debts and other obligations. When the obligations of the TIF have been paid, the base/increment division stops and all taxes from that point on are paid to the tax entities for that tax area. Generally, a UR TIF provision may last for a maximum of 25 years. A DD TIF provision may last for 30 years, and can be extended for an additional 20 years. The TIF statute requires the municipality in which the URA or DDA is established to timely notify the assessor when any of the following occur: 1. When a plan has been approved or modified that includes a TIF provision. 2. When TIF funded debt has been repaid. 3. When the purposes of the authority have been otherwise achieved. The assessor’s role in TIF is to track and segregate the two property value components, base and increment, annually for the life of the TIF plan or until the project’s obligations are paid or its purposes are achieved. Base value generates property tax revenue within the plan area as if the TIF plan never existed. Once established, base value is only adjusted as a result of nine events: 1. The biennial reassessment to a new level of value. 2. The annual valuation of personal property and natural resource production. 3. The adoption of a substantial modification to a TIF plan that includes additional area into an existing plan area. 4. Modifications to a UR TIF plan area that is deemed non-substantial, per the original provisions of the plan and the determination of the governing body. 5. The issue of a reappraisal order by the State Board of Equalization. 6. A valuation adjustment ordered as a result of an appeal or abatement. 7. The identification of omissions or errors that the assessor is required to correct 8. Annual value increases or decreases due to a change in taxable status when property is reclassified. 9. A 20-year extension of a DDA. Increment value is tracked and recalculated annually as of the assessment date to capture new and changed values not resulting from the nine events listed above. Such non-reassessment changes are property specific and are presumed to result from the effects of the UR or DD plan. Currently, all taxes in excess of the base are allocated to and, when collected, paid into the special fund of the authority. No taxes are exempt from this division. However, 2015 changes in the UR law provide that certain taxes on increment value may be divided differently in plans that are approved after August 5, 2015. Such exceptions would be based on agreements between the authority and any public body, or as a result of mill levy overrides approved by voters subsequent to the approval of a TIF plan approved after August 5, 2015.



PROPERTY TAX ADMINSTRATOR’S AUTHORITY The manner and methods by which TIF provisions are to be implemented by assessors are prepared and published by the PTA. The Property Tax Administrator has direct statutory authority [§ 31-25-109(9)(g), C.R.S.] over these procedures. For most practical purposes, implementation of the TIF provisions of both the URA laws and the DDA laws is the same except where noted in this section. NOTE: An assessor has no role in administering a UR or DD plan that has no property tax TIF provision. 2
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FORMATION AND POWERS OF URA AND DDA RELEVANT TO TAX INCREMENT FINANCING
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CREATION A URA is created by a resolution of the governing body of the municipality upon the petition of twenty-five electors. A DDA may be created only after the qualified electors in the municipality have approved the establishment of a DDA at a regular or special election. The election question must state the boundaries of the DDA district and that an ad valorem tax or sales tax, or both, will be used to finance DDA operations. The governing body of every municipality in the state may create and establish a DDA. All property owned by a DDA is exempt from taxation. Property of a URA is also exempt from all taxation, except as to any property sold or leased to a non-public entity. AREA OF AUTHORITY URA boundaries are typically identical to those of the municipality. A UR TIF area can be any specified area within an approved UR plan. A UR plan may also include property outside the boundary of the municipality if that inclusion is approved by the county commissioners, the owners of each property, and the mortgagees of each property. The county commissioners are required to make a series of findings prior to granting such approval, § 31-25-112.5, C.R.S. DDA boundaries are limited to the "central business district" of the municipality. A DDA TIF area can be any approved, specified area within that central business district. See Inclusion of Property to a TIF Area later in this section. AUTHORITY TO LEVY TAXES A URA does not have the authority to levy ad valorem taxes. It can only receive property tax revenue if that revenue is derived from ad valorem taxes on increment value from a UR plan with a TIF provision. A DDA is authorized to receive the proceeds of a municipal levy of up to five mills on the net valuation for assessment of taxable property within the DDA area. This levy is authorized by § 31-25-817, C.R.S., and deposited into the municipal treasury to the credit of the DDA. A DDA has potentially two separate tax revenue streams authorized by two separate statutory provisions, each of which is generally dedicated to a different purpose. Revenue from the DDA’s ad valorem tax of up to five mills may be used for non-debt funded expenditures of the authority and for its annually budgeted operations. TIF revenues required to be paid into a special fund of the authority are to be used to finance project debt. If increment value exists, the certifications of value prepared by the assessor annually report the total valuation for assessment, the increment value and the net value. All taxing entities determine their mill levies and derive their revenue from the net value. See Chapter 7, Abstract, Certification and Tax Warrant for more information about certification of levies. ISSUANCE OF BONDS A URA may issue bonds without prior voter approval. Approval of the municipality’s governing body is required. These bonds may finance URA activities or operations and may be either general obligations or special obligations. General obligations are secured by the full faith and credit of the authority. Special obligations are payable solely from and secured only by a pledge of any revenue that may be derived in connection with a project, including money paid into the special fund of the URA from a TIF project, § 31-25-109, C.R.S. DDAs are not authorized to issue tax increment bonds, but the underlying municipality may issue the bonds approved by the qualified electors within the boundaries of the DDA at a special election held for that purpose. Such bonds are payable either from revenues paid into the DDA’s special fund or from property tax revenues from the DDA’s mill levy, § 31-25-809, C.R.S. 3
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RELEVANT STATUTES UR Plans



Following is an abbreviated summary of some of the statutory provisions to which UR plans are subject pursuant to § 31-25-107, C.R.S. Familiarity with these statutes can aid in discovering information about proposed UR plans, planning workflow, and establishing communications with the appropriate personnel. 



(1)(a), Governing body must pass a resolution determining an area to be blighted before a URA can undertake a UR project for a UR area.







(1)(C)(I), Except for UR plans subject to § 31-25-103(2)(l), C.R.S., the boundaries of a UR plan area shall be drawn as narrowly as feasible to accomplish the planning and development objectives of the proposed UR area.







Further in (1)(C)(I), a URA shall not acquire real property for a UR project unless a UR plan has been approved.







(1)(C)(II), No UR area shall contain agricultural land unless…. See section on Agricultural Land Inclusion in this section.







(2), Prior to approval of a UR plan, the governing body shall submit such plan to the city planning commission for review and recommendations as to its conformity with the city’s master plan.







(3)(a), the governing body shall hold a public hearing on a UR plan or substantial modification of an approved plan, no less than thirty days after public notice thereof.







(3.5)(a), At least thirty days prior to the hearing on a UR plan or substantial modification of a plan, the governing body or URA shall submit such plan or modification to the county board of commissioners. If property taxes collected as a result of the county levy will be utilized, the governing body or URA shall also submit a UR impact report, which shall include certain information. (Refer to § 31-25-107(3.5)(a) for the complete list.)







(7), a UR plan may be modified any time. Any proposed modification shall be submitted to the governing body for a resolution as to whether or not such modification will substantially change the UR plan in land area, land use, design, building requirements, timing, or procedure, as previously approved, and, if it finds there will be a substantial change, its approval of such modification shall be subject to the requirements of this section.







(8) Upon the approval by the governing body of a UR plan or a substantial modification, the provisions of the plan with respect to the land area, land use, design, building requirements, timing, or procedure applicable to the property covered by the plan shall be controlling with respect thereto.







(9) the TIF provision, covered in more detail later in this section.







(10) The municipality in which an urban renewal authority has been established shall timely notify the assessor of the county in which such authority has been established when: (a) An urban renewal plan or a substantial modification has been approved that contains the (TIF) provision or a substantial modification of the plan adds land to the plan, which plan contains the (TIF) provision; (b) Any outstanding obligation incurred by such authority pursuant to the provisions of subsection (9) of this section has been paid off; and (c) The purposes of such authority have otherwise been achieved.







(11) The governing body or the authority may enter into an agreement with any taxing entity within the boundaries of which property taxes collected as a result of the taxing entity's levy, or any portion of the levy, will be subject to allocation pursuant to subsection (9) of this section. The agreement may provide for the allocation of responsibility among the parties to the agreement for payment of the costs of any additional county infrastructure or services necessary to offset the impacts of an urban ban renewal 4
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project and for the sharing of revenues. Except with the consent of the governing body or the authority, any such shared revenues shall be limited to all or any portion of the taxes levied upon taxable property within the urban renewal area by the taxing entity. The agreement may provide for a waiver of any provision of this part 1 that provides for notice to the taxing entity, requires any filing with or by the taxing entity, requires or permits consent from the taxing entity, or provides any enforcement right to the taxing entity. DD Plans



The statutory provisions for creating a DD plan are less comprehensive than those for a UR plan. The DDA statutes do not provide a notification requirement similar to that found in the UR statute. The assessor should rely on the results of the election and public hearings to approve a DD plan, as provided for in §§ 31-25-804 and 807(4), C.R.S. Following is an abbreviated summary of some of the provisions to which DD plans are subject to pursuant to § 31-25-807, C.R.S. The DDA may: 



(1)(d) plan and propose, within the downtown development area, plans of development for public facilities and other improvements to public or private property of all kinds, including removal, site preparation, renovation, repair, remodeling, reconstruction, or other changes in existing buildings which may be necessary or appropriate to the execution of any such plan which in the opinion of the board will aid and improve the downtown development area;







(1)(e) implement, as provided in this part 8, any plan of development, whether economic or physical, in the downtown development area as is necessary to carry out its functions.







(1)(f) In cooperation with the planning board and the planning department of the municipality, develop long-range plans designed to carry out the purposes of the authority as stated in section 31-25-801, C.R.S., and to promote the economic growth of the district and may take such steps as may be necessary to persuade property owners and business proprietors to implement such plans to the fullest extent possible.







(3) The TIF provision, covered in more detail later in this section.







(4) (a) A DDA shall not actually undertake a development project for a plan of development area unless the governing body, by resolution, has first approved the plan of development which applies to such development project.







(4)(b) Prior to its approval of a plan of development, the governing body shall submit such plan to the planning board of the municipality, if any, for review and recommendations. The planning board shall submit its written recommendations with respect to the proposed plan of development to the governing body within thirty days after receipt of the plan for review.







(4)(c) The governing body shall hold a public hearing on a plan of development, or substantial modification of an approved plan of development, after public notice thereof by publication once by one publication during the week immediately preceding the hearing in a newspaper having a general circulation in the municipality. The notice shall describe the time, date, place, and purpose of the hearing, shall generally identify the plan of development area covered by the plan, and shall outline the general scope of the development project under consideration.







(4)(d) Following such hearing, the governing body may approve a plan of development if it finds that there is a need to take corrective measures in order to halt or prevent deterioration of property values or structures within the plan of development area or to halt or prevent the growth of blighted areas therein, or any combination thereof, and if it further finds that the plan will afford maximum opportunity, consistent with the sound needs and plans of the municipality as a whole, for the development or redevelopment of the plan of development area by the authority and by private enterprise.
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TIMING – THE BASE The determination of the base value is based on the effective date of the approval of the plan containing the TIF provision, or the date of the approval of a substantial modification adding a TIF provision. Taxes levied after this date are divided for a period not to exceed 25-years. The effective date of the approval of such plan establishes the beginning of the 25-year division of base and increment values. The date is described in statute as shown below: (9) (a) Notwithstanding any law to the contrary, any urban renewal plan, as originally approved or as later modified pursuant to this part 1, may contain a provision that taxes, if any, levied after the effective date of the approval of such urban renewal plan upon taxable property in an urban renewal area each year or that municipal sales taxes collected within said area, or both such taxes, by or for the benefit of any public body shall be divided for a period not to exceed twenty-five years after the effective date of adoption of such a provision, as follows: (I) That portion of the taxes which are produced by the levy at the rate fixed each year by or for each such public body upon the valuation for assessment of taxable property in the urban renewal area last certified prior to the effective date of approval of the urban renewal plan or, as to an area later added to the urban renewal area, the effective date of the modification of the plan,….shall be paid into the funds of each such public body as are all other taxes collected by or for said public body. § 31-25-107, C.R.S. (emphasis added)
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The TIF provision for DD plans is similar, except the duration for dividing revenue for TIF is thirty years unless the DDA adopts a 20–year extension. See 20-Year Extension to DDA TIF Area Procedures later in this section. As with UR plans, the effective date of the approval of a DDA TIF plan or substantial modification of the plan establishes the starting date by which the assessor calculates the TIF division of base and increment values. (I) That portion of the taxes which are produced by the levy at the rate fixed each year by or for each such public body upon the valuation for assessment of taxable property within the boundaries of the plan of development area last certified prior to the effective date of approval by said governing body of the plan, or, as to an area later added to the boundaries of the plan of development area, the effective date of the modification of the plan,….shall be paid into the funds of each such public body as are all other taxes collected by or for said public body. § 31-25-807, C.R.S. (emphasis added)



TIMING – THE INCREMENT A TIF increment exists when total valuation for assessment within the TIF area exceeds the base valuation. Unless and until the total valuation in the area exceeds the base valuation, all of the taxes levied are paid into the funds of the respective public bodies. Following is an excerpt from the UR statute:
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(II) That portion of said property taxes…in excess of the amount of property taxes....paid into the funds of each such public body in accordance with the requirements of subparagraph (I) of this paragraph (a) shall be allocated to and, when collected, paid into a special fund of the authority to pay the principal of, the interest on, and any premiums due in connection with the bonds of, loans or advances to, or indebtedness incurred by, whether funded, refunded, assumed, or otherwise, the authority for financing or refinancing, in whole or in part, an urban renewal project, or to make payments under an agreement executed pursuant to subsection (11) of this section…Unless and until the total valuation for assessment of the taxable property in an urban renewal area exceeds the base valuation for assessment of the taxable property in such urban renewal area, as provided in subparagraph (I) of this paragraph (a), all of the taxes levied upon the taxable property in such urban renewal area shall be paid into the funds of the respective public bodies…When such bonds, loans, advances, and indebtedness, if any, including interest thereon and any premiums due in connection therewith, have been paid, all taxes upon the taxable property or the total municipal sales tax collections, or both, in such urban renewal area shall be paid into the funds of the respective public bodies. § 31-25-107(9)(c), C.R.S.



This and other relevant statutes consistently refer to the relevant taxes as all levies authorized to be made on an ad valorem basis [§§ 31-25-107(9)(c) 31-25-807(3)(c), C.R.S.]. Following is an excerpt from the DD statute. (3) (a) Notwithstanding any law to the contrary and subject to the provisions of subparagraph (IV) of this paragraph (a), any such plan of development as originally adopted by the board or as later modified pursuant to this part 8 may, after approval by the governing body of the municipality, contain a provision that taxes, if any, levied after the effective date of the approval of such plan of development by said governing body upon taxable property within the boundaries of the plan of development area each year.…by or for the benefit of any public body shall be divided for a period not to exceed thirty years or such longer period as provided for in subparagraph (IV) of this paragraph (a) after the effective date of approval by said governing body of such a provision…. § 31-25-807, C.R.S. The assessor must annually account for the total assessed valuation of the tax increment area so that the amount of the increment, if any, can be determined. In order to identify all of the taxing entities authorized to levy within the boundaries of the TIF plan area, the assessor first maps the boundaries and then creates a specific tax area or authority area identification code, and then assigns each parcel this code. See the following illustrations:
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350 Total valuation for assessment



× Total mills levied = Total ad valorem property taxes



OR 



Total ad valorem property taxes



÷



Total valuation for assessment



= Total mills levied







Base Valuation for Assessment



× Total mills levied = Property tax revenue to public bodies



Increment Valuation for Assessment



× Total mills levied = Property tax revenue to authority’s special fund



AND



FURTHER Total valuation for assessment



- Base Valuation for Assessment = Increment Valuation for Assessment



× × ×



Total = Total ad valorem property taxes Mills



= (-) Property tax revenue to public bodies



Levied = Property tax revenue to authority’s special fund
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Example:



Public Bodies (aka Taxing Enities) County School District City Metro District Water District Sanitation District Fire District Library District Pest Control District Downtown Development Authority Total



Gross Valuation for Assessment Base Valuation for Assessment Increment Value



Mill Levy 0.025050 0.052877 0.007440 0.003522 0.003333 0.003777 0.003511 0.001566 0.001055 0.005000 0.107131



BaseValue 50,000,000 50,000,000 50,000,000 50,000,000 50,000,000 50,000,000 50,000,000 50,000,000 50,000,000 50,000,000 50,000,000



Tax $1,252,500 $2,643,850 $372,000 $176,100 $166,650 $188,850 $175,550 $78,300 $52,750 $250,000 $5,356,550



68,000,000 50,000,000 18,000,000 Increment Value 18,000,000 18,000,000 18,000,000 18,000,000 18,000,000 18,000,000 18,000,000 18,000,000 18,000,000 18,000,000 18,000,000



100.00% 73.53% 26.47% Total Tax Tax Diverted to Collected by Special Fund Treasurer $450,900 $1,703,400 $951,786 $3,595,636 $133,920 $505,920 $63,396 $239,496 $59,994 $226,644 $67,986 $256,836 $63,198 $238,748 $28,188 $106,488 $18,990 $71,740 $90,000 $340,000 $1,928,358 $7,284,908



Note: the DDA recieves $250,000 revenue from its 5 mills for budgeted operations, and $90,000 from the diversion of its 5 mills towards the special fund.



In the examples above, the individual property owner whose property is located in the DD plan area pays taxes on the total assessed value of their property, then 73.5% of his taxes are disbursed to the taxing entities and 26.47% is diverted into the special fund.
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TIF PROCEDURES FOR ASSESSORS A Tax Increment Financing (TIF) area is established when a municipality approves a new UR or DD plan that includes a TIF provision, or when they modify an existing plan to add a TIF provision. Once notified of the approval of a plan that contains a TIF provision, the assessor sets up the TIF area in their records, establishes an initial base value for the TIF area, and then annually calculates and certifies the base and increment values in the TIF area. This process continues annually until the assessor receives notification that the TIF plan is complete, or after the statutory time limit of the TIF has expired. All taxing entities that service the TIF area calculate their mill levies based on the net total taxable value (gross total taxable value minus increment value) certified each year by the assessor. The treasurer then divides property tax revenue between the taxing entity and the authority based on the annual base/increment split calculated by the assessor. The tax revenue on the base goes to the taxing entity. The tax revenue on the increment goes to the authority’s special fund. The assessor is responsible for enforcing a provision that restricts the inclusion of agricultural land into an urban renewal area for which the use of sales or property tax TIF has been authorized. Refer to Assessor Enforcement of Agricultural Land Restriction. The procedures listed below explain the process by which the assessor:     



Establishes the TIF area in the assessor’s records Enforces the agricultural land restriction, if applicable see Agricultural Land in Urban Renewal Area Note: procedurally the agricultural land restriction analyses must occur before establishing the initial base value. But for clarity, these procedures are covered separately, later in this section. Sets the initial base value Calculates the base and increment value during each successive year Reports those values to taxing entities, the authority, and the county treasurer



Setting Up the TIF Area in the Assessor’s Records



The assessor typically receives advance notice when a municipality is considering adoption of a plan that uses Tax Increment Financing. The authority and municipality often consult with the assessor as they determine the boundaries of the proposed TIF area, which properties are located in the area, the classification of those properties, and the properties’ values. Assessors are encouraged to work with the municipality and authority during this process but are cautioned against providing forecasts of future valuations. A municipality is required to timely notify the assessor when it has approved a UR plan authorizing the use of TIF. In addition, when either a UR or DD TIF plan is approved, it is Division policy that the municipality or authority furnishes the assessor with a map showing the boundaries of the TIF area, a copy of the plan, and relevant city ordinances and corresponding resolutions, § 31-25-107(10), C.R.S. When a TIF plan is approved, the assessor’s office should first complete the following steps: 1. If the TIF area is an urban renewal area, determine whether agricultural land has been properly included within the area, even if the TIF provision only includes sales tax. Refer to Assessor Enforcement of Agricultural Land Restriction and Setting the Initial Base Value in this section. 2. Determine whether the plan authorizes the use of property tax TIF. If so, complete the steps that follow. 3. Determine the effective date on which the plan was approved by the municipality. This date triggers the establishment of the initial base value. Refer to Setting the Initial Base Value in this section. 4. Map the legal description of the TIF area. Confirm that the boundaries of the legal description stated in the plan match the boundaries on the map provided by the authority. 5. Identify all parcels/schedules of real and personal property located within the TIF area. 9
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6. Establish a new tax area code for each portion of the TIF area that is serviced by the same set of taxing entities. When values are certified in subsequent years, taxing entities that overlap less than 100 percent of the TIF area will be certified only their proportionate share of the increment value. Refer to Taxing Entity Covers Part of TIF Area in this section. 7. Assign the new tax area code to each parcel/schedule located within the TIF area. 8. Closely analyze land uses, zoning regulations, classification codes, and property values to determine if any parcels are erroneously classified or valued. All errors should be corrected promptly to avoid future errors in the base/increment calculations. 9. Establish the initial base value. Upon completing these steps the assessor should provide the following information to the municipality and/or authority:  A map showing the TIF area boundaries, the tax area boundaries within the TIF area, and each parcel located within the TIF area  A list of taxable and exempt parcels/schedules in the TIF area, including their classification, current year assessed value, tax area code and mill levy, along with any parcels whose classification and/or value should be corrected.  If the initial base value is calculated from prior year values, provide a second list containing the same information stated above as it existed when values were last certified during the prior year. If corrections have been made to those values, include the corrected values.  The initial base value  A list of the taxing entities and mill levies associated with each tax area Setting the Initial Base Value



The division of base and increment values starts on the date the plan is approved per §§ 31-25-107(9)(A)(I) and 31-25-807(3)(a)(I), C.R.S. The first step in making the necessary calculations is setting the initial base taxable value of the parcels in the TIF area. This base value is the total assessed value of all taxable property in the TIF area as last certified by the assessor prior to the effective date of the approval of the TIF plan. Assessors annually certify values to entities no later than August 25, and recertify no later than December 10. As a result, the initial base will reflect a total taxable value for the current assessment year only if the TIF plan is approved after August 25. Otherwise it will reflect the total taxable value for the prior assessment year. If a TIF plan is approved after August 25 and uses base values from the current year, the plan cannot realize an increment until the following year. A plan approved before August 25, on the other hand, uses base values from the prior year. It can, therefore, potentially realize an increment in the same year in which it was approved. For more information on this subject, see Determining the Final Year in this section. Identify and Correct Errors Prior to Setting the Initial Base Value



Prior to establishing the initial base value, the assessor’s office should carefully review the classification and value of each property in the TIF area as it existed when values were last certified. If errors are discovered, they should be corrected prior to setting the initial base value. If the errors are for the prior tax year, they generally can be corrected only through the approval of abatement petitions or the issuance of Special Notices of Valuation. Such corrections should be made without delay because a failure to make them before setting the initial base value can cause repeating annual shortages or windfalls of TIF revenue. 10
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 For locally assessed property, real and personal property appraisers should review the listing, classification and valuation of each property located within the TIF area. All property, including exempt property, should be at the correct level of value.  Because TIF plan areas may be affected by economic forces that are in transition from decline to redevelopment, it is crucial for appraisers to accurately value land according to its use, and in light of zoning and land-use regulations in a UR or DD plan.  For state assessed property, provide each state assessed company with an updated tax area map and explain in a cover letter why it is important to have a correct distribution of state assessed values for the new TIF area. When a distribution appears to be unreasonable, contact the state assessed company and discuss how the distribution percentages were derived. Adjusting the Base Value in Subsequent Years



Each year, the assessments of many properties within a tax increment area change as a result of changes to the characteristics or use of the properties. Therefore, the total assessed valuation of the area is recalculated annually at the appropriate level of value. When the total valuation of the TIF area exceeds the adjusted base valuation, the portion of value that exceeds the base is the increment value. Once established, the base valuation of the TIF area is adjusted in subsequent years only when necessary to account for the following changes: 1. Pursuant to §§ 31-25-107(9)(e), and 31-25-807(3)(e), C.R.S., whenever there is a general reassessment of property, the base and increment values are proportionately adjusted in accordance with the reassessment. Current statutes provide that odd numbered years are years of general reassessment for real property, while the value of personal property, natural resource production, and the exempt status of religious, charitable, or private school property is reassessed annually as of the January 1st assessment date. Therefore, the following events affect base valuation:  A general reassessment of real property to a new “level of value’ occurs in odd numbered years, pursuant to § 39-1-104(10.2)(d), C.R.S.  The State Board of Equalization issues an order pursuant to its authority to reappraise a class or subclass of property, some of which is located in a TIF area pursuant to §§ 39-1-105.5, 39-2-111, and 114, C.R.S.  The annual revaluation of personal property as of the assessment date. In an intervening year the change in the level of value attributable to personal property is proportionately adjusted, including personal property associated with oil and gas production, § 39-7-103, C.R.S.  When property changes taxable status (exempt to taxable or taxable to exempt), or from residential to non-residential or the reverse, the resulting change in total valuation for assessment is effective on the next assessment date, January 1st. Such changes create a new level of value and therefore require proportionate adjustment of the base and increment, § 39-1-104(10.2)(d), C.R.S..  The valuation for assessment of natural resource operations, oil & gas wells, and producing mines is tracked annually based on reported production from the prior year. The increase or decrease of such valuation is a reassessment change and therefore requires proportionate adjustment of the base and increment, §§ 39-6-104, 39-6-106, and 39-7-102, C.R.S. 2. The base and increment values may be proportionately adjusted as a result of abatement or an appeals board or court order. Abatement petitions can be filed up to two full tax years after a property’s change in level of value, and court ordered adjustments can take even longer. Therefore, the base/increment split must always be recalculated retroactively, in the year that produced the incorrect value, and then carried forward; otherwise base/increment proportions will always be 11
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incorrect in subsequent years. Refer to Value Reductions resulting from abatements or orders, in this section. 3. If the development plan is substantially modified to include additional property in the TIF area, the added property value is included in the base value. Refer to Inclusion of Property to a TIF Area in this section. 4. Pursuant to § 39-5-125 C.R.S., when errors or omissions are discovered that pertain to either the base or increment value, and it can be ascertained what was intended, such errors should be corrected in the current year but not retroactively. The basis for correction should be documented and communicated to the authority and the taxing entities when the assessor certifies values annually. Such corrections do not apply to abatements or orders issued by an appeals board or court. See Value Corrections due to Mistakes in this section. 5. When property is removed or suspended from a TIF area, the total valuation for assessment and the base value should be reduced according to the value of the removed property so as to preserve the statutory requirement that the portion of taxes on the base be allocated to the taxing entities, and the portion of taxes on the increment be allocated to the authority. URA and DDA laws do not require an assessor to calculate an increment value for each property. Rather, the amount of the increment, if any, is based on the aggregate total valuation for assessment of the entire TIF area. However, the assessor must know of and track the changes in each property in a TIF area. The Division recommends that a TIF model or tracking system be developed that produces and preserves the portion of the increment value, if any, attributed to each property in TIF area due to non-reassessment changes. Base Value Adjustments Only



As identified earlier in this section the following events affect the base value: 



The inclusion of property into a TIF area as a result of a substantial modification







A minor inclusion or exclusion of property from a TIF area as a result of a non-substantial modification







Correction of errors, if such correction applies only to base property







A court or board issued valuation adjustment, if such order applies only to property whose value never contributed to the increment value



Increment Value Adjustments Only: Attributable to Non-Reassessment Changes



Non-reassessment changes are property specific and affect the increment only. Value changes to specific properties are caused by one or more of the following three conditions: 1) changes to the physical characteristics of a property, 2) changes to the legal characteristics of a property, 3) changes in a property’s use except when such change is a change in taxable/exempt status or residential/nonresidential classification change. Prior to the assessor’s annual calculation of the base and the increment, the authority is encouraged to provide the assessor with a list of properties that the authority believes fall within any of the three conditions described above. Although the assessor is responsible for making any determination and calculating the associated value, it may be difficult for the assessor to identify every change that satisfies one or more of the above non-reassessment conditions. Listed below are examples of changes to properties that may fall within one or more of the three conditions described above. The list is not intended to encompass all possible examples.
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a. Value attributable to new construction, including new improvements, remodels, additions, and new personal property associated with newly constructed real property b. Value attributable to new personal property located within the TIF area as a result of the development project c. Value attributable to a change of property classification or sub-classification, excluding a change in taxable status or a change from residential/non-residential classification. d. Value attributable to demolished or destroyed real property. Demolition can increase the value of the land, such as in the case of the demolition of an improvement that has reached the end of its economic life, or it may reduce that value. e. Value attributable to changes in land use entitlements, such as the platting or re-platting of land, the filing of a condominium declaration and plat, or a change in zoning f. Value attributable to the assemblage or splitting of land parcels g. Value attributable to an “unusual condition” as defined in § 39-1-104(11)(b), C.R.S. h. Value attributable to the installation of streets, curbs, sidewalks or utilities; the mitigation of environmental contamination; the mitigation of unusual topography; or similar site improvements, when those improvements are an inherent characteristic of the property(s) and are necessary to its intended development When errors are discovered that pertain solely to increment property, or, when a value adjustment is ordered or abatement is processed on property or a portion of a property that contributed solely to the increment value, only the increment should be adjusted. NOTE: Any property in a TIF area that demonstrates a non-reassessment event contributes to the increment value, whether or not such change is caused by undertakings of the URA or DDA. Indirect benefits resulting from market perceptions that properties located in a TIF plan are more or less desirable/valuable are evidenced when any sort of reassessment event occurs. In deriving changes in value due to a non-reassessment condition, the objective is to isolate the value attributable solely to the change in the property. If the current value of the subject property is at the current level of value and its prior year value is based on the prior level of value, simply subtracting the current year value from the prior year value will produce an inaccurate value change, one that accounts for reappraisal and non-reassessment changes. This mistake overstates the increment gain when the current level of value reflects and appreciating market. Similarly, when the current level of value reflects a depreciating market, the mistake will understate the increment gain. When changes occur in an intervening year, the calculation is simple: the new value minus the prior year value accounts for the change. In a reappraisal year this calculation applies a hypothetical condition. The appraiser must compare the value of the changed property to its value as if the change had not occurred; both need to be at the current level of value. See the proper calculation that follows: [Current assessed value of subject property (non-reassessment change affective at current level of value)]



- [Assessed value assigned to the property (as if the change is not affective, but at the current level of value)]



=



Value attributable to non-reassessment change(s)



629 630 13



631 632



Base and Increment Proportional Adjustments:







A change in the “level of value” of all taxable real property due to reappraisal every odd year
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The level of value changes due to a property’s change in taxable/exempt status, or nonresidential/residential reclassification







The State Board of Equalization issues a reappraisal order
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The reassessment of personal property annually. This includes the reassessment of personal property associated with the extraction of mineral estates. But does not include new personal property associated with new construction, or a new well.
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The annual valuation for assessment (increase or decrease) of the real property attributable to a producing mineral estate.
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Annual Calculation of the Base and the Increment
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Every year the base and increment are affected by two broad categories of changes:  Changes due to reassessment  Changes due to non-reassessment Applying a single calculation annually creates consistency and accounts for all changes that can occur within these two broad categories. The outline for the annual calculation is as follows: 1. Apply tax roll corrections to the prior year’s total valuation for assessment and re-establish a corrected base/increment split as if these corrections were in place and reflected on the annual certification of value that the assessor issued the prior year. 2. Determine the current year total valuation for assessment. 3. Subtract the corrected prior year total valuation for assessment (Step 1) from the current year total valuation for assessment (Step 2) to determine the year-over-year change in the total valuation for assessment. This includes changes due to both reassessment and non-reassessment. 4. Identify and total the value changes resulting from non-reassessment events. This will be the increment gain or loss in the current year. 5. Subtract the result in Step 4 from the current year total valuation for assessment in Step 2. This Step 5 reflects all value changes resulting from reassessment in any year. It includes increases or decreases of the prior year base and increment caused by a real property reappraisal, personal property reassessment, reassessment of a producing mineral estate, and changes in taxable/exempt status and residential/non-residential status. 6. The value derived in Step 5 is proportionately divided according to the prior year (corrected if necessary) base/increment percentages. a. b.



The result in Step 5 multiplied by last year’s base percentage equals the current year adjusted base value. The result in Step 5 multiplied by last year’s increment percentage equals the current year’s adjusted increment value.



7. Add the adjusted increment calculated in Step 6.b to the increment gain calculated in Step 4. This is the total increment gain in the current year. 8. Calculate the new total current year base and increment value a. New Base = Result in Step 6.a + the prior year corrected base value (Step 1) 14
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b. New Increment = Result in Step 7 + prior year corrected increment value (Step 1) c. Step 8.a + Step 8.b = the current year total valuation for assessment (Step 2) 9. Reconcile and calculate new base/increment percentages. Step 8.a + Step 8.b should equal the current year total valuation for assessment (Step 2).  



Step 8.a divided by Step 2 equal the new base percentage Step 8.b divided by Step 2 equal the new increment percentage



Reassessment Changes: Change in Taxable/Exempt Status



A change in taxable status constitutes an annual reassessment change and must be proportionately divided. If the total valuation for assessment increases due to property going from exempt to taxable, or decreases due to property going from taxable to exempt, the level of value in the TIF area increases or decreases accordingly. Therefore, such changes are by definition reassessment changes and are to be adjusted proportionately.



701 702



Following is an example of proportional adjustment resulting from a change in the level of value due to a change in taxable status:
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If the value of a property was prorated during the prior (intervening) year, the amount of value attributable to change in the level of value for the current year is the remaining portion of the prorated value, adjusted to the current level of value. For instance, if a property was granted 50% exempt status, retroactively effective June 30 of the prior year (a non-leap year), the property was taxed for 181 of 365 days. Thus, 49.59 % of the property value was taxable in the prior year and 50.41 % of the value was exempt. For the current year, 50.41 % of the value, the exempt portion, reduces the total valuation for assessment to an adjusted current level of value, which is proportionally divided between the prior year’s base and increment split.
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For illustrative purposes this example makes the following assumptions: The UR plan area is a single parcel with an assessed value of $1,000,000 with the value split 50/50 between the base and increment. The example also assumes there has been a change in the level of value but no non-reassessment changes. In this example the real property is determined to be 50% exempt effective June 30 of the prior year. A tax roll correction is processed for the previous year and/or an abatement is issued. Original Taxable Assessed = 1,000,000. Value Going to Exempt Status = 1,000,000 X 50% X (-50.41%) = -252,050 Corrected Taxable Assessed = 747,950 (or 1,000,000 - 252,050 = 747,950) See procedures for proportional adjustment in the following spreadsheet:
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A 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38



B C D E F Prior Year Value Reduction - Proportional split between base and increment Reappraisal Year Example with Prior Year Value Reduction (active to partial exempt value reduction split proportionately)



Prior Yr Base Prior Yr Increment Prior Yr Total



500,000 500,000 1,000,000



Adjustments to Prior Yr Prior Year Tax Roll Corrections



H



I



50% 50%



Adjustment -252,050



Adjusted Prior Year Base Adjusted Prior Year Increment Adjusted Prior Year Total Value



G



Adj Base -126,025 =D11*F6



+ =



373,975 =D6+F11 373,975 =D7+H11 747,950 =F13+F14



=



500,000 -247,950 =F20-F15 747,950



X =



747,950 50% 373,975



X =



747,950 50% 373,975



+ =



373,975 126,025 =G31+G21 500,000



Adj Increment -126,025 =D11*F7 50% 50% 100%



Prorated exempt value



Current Taxable Assessed value Reassessment Changes Adjusted Reappraisal value Calculate Current Year Base and Adj. Increment Adjusted Taxable Value Prior Year Base % Current Year Base Adjusted Taxable Value Prior Year Increment % Adjusted Increment value



Current Yr Base Current Yr Increment Current Yr Total



75% 25% 100%



Math Check



New base New increment



-



Reassessment Changes



=



373,975 126,025 247,950
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Illustration of the Annual Calculation of the Base and the Increment



Recall this procedure involves 9 basic steps. Depending on which events take place annually, each basic step may have to be further segregated into minor steps. Step 1: All tax roll corrections discovered in the current year were applied to the prior year. Corrected prior year base value = 3,375,000. Corrected prior year increment value = 1,125,000. Corrected percentages: 75% base, 25% increment. Step 2: Determine the current year total taxable assessed value.



5,000,000



Step 3: Subtract the prior year corrected total taxable assessed value. Difference = non-reassessment changes and all reassessment changes, if any



- 4,500,000 = 500,000



Step 4: Track and sum non-reassessment changes New Construction New Platted subdivision with installed site improvements Contaminated land mitigated Demolition Total



+250,000 +120,000 + 70,000 - 20,000 = 420,000



Step 5: Step 3 result minus Step 4 result = reassessment changes



500,000 - 420,000 80,000



Step 6: Proportional allocation according to last year’s (corrected if necessary) base/increment percentages. a. 80,000 X 75% = base portion b. 80,000 X 25% = increment portion



60,000 20,000



Step 7: non-reassessment gain (Step 4) = + reassessment increment gain Step 6.b=



420,000 + 20,000 = 440,000



Step 8: Calculate the current year total base and increment values. a.



Base = base gain in step 6 plus + prior year base value = Current Year Total Base Value



b.



Increment = increment gain in step 7 plus + Prior year Increment value = Current Year Total Increment Value



c.



Step 8.a + Step 8.b = Current Year Total Value (Step 2)



60,000 + 3,375,000 = 3,435,000 440,000 + 1,125,000 = 1,565,000 + +



3,435,000 1,565,000 5,000,000
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Step 9: Reconcile and calculate new base/increment percentages Base percentage = 3,435,000/5,000,000 Increment percentage = 1,565,000/5,000,000 Total



= 68.70% =31.30% = 100.00%



In this illustration the net reassessment increment gain in Step 7, is only $20,000. It’s important to remember that this is the net of all reassessment changes in this area. Because it is a net value, a significant change in one event such as new personal property, may be offset by an opposite change in another event such as property changing status from taxable to exempt. If the authority is aware of the personal property gain but is unfamiliar with a property changing to exempt status, the assessor’s office should be able to explain the net change in the final figure. The Division recommends that assessors track such changes in case the need arises to answer these questions. EXCEPTION: VALUE REDUCTIONS Any time the total valuation for assessment is reduced as a result of appeals or ordered adjustments, the base and increment values must be adjusted. If the adjusted value pertains to base property in the year of the ordered adjustment, the base value is adjusted. If the adjustment was due to non-reassessment (e.g., new construction), adjustment is made to the increment value. The basic steps for these two scenarios are as follows: Scenario 1: Ordered Adjustment Requiring Adjustment to Base Value Step 1:



Determine the current year total taxable assessed value. Current year total taxable assessed value



Step 2:



=



9,310,000



Adjust the prior year total and base values for abatement or appeals board reduction. Prior year total value Prior year base value Prior year increment value



9,248,220 - 5,553,300 3,694,920



Reduction ordered by appeals board for prior year: =



42,220



Prior year total value Ordered reduction Adjusted prior year total taxable value



9,248,220 - 42,220 = 9,206,000



Adjusted prior year total assessed valuation Prior year increment value = Prior year Adjusted base value Step 3: =



100.0000% 60.0472% 39.9528%



9,206,000 - 3,694,920 = 5,511,080



Calculate the increment value and distribution percentages. Adjusted Prior Year Total Assessed Value Prior Year Base Value Adjusted Prior Year Increment Value



100.00% 59.86% 40.14%



9,206,000 5,511,080 3,694,920



(If the calculated increment is negative, the increment for distribution purposes is zero.) Scenario 2: Ordered Adjustment requiring adjustment to Increment Value Step 1:



Determine the current year total taxable assessed value. 18
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Current year total taxable assessed value Step 2:



9,310,000



Adjust the prior year total and increment values for abatement or appeals board reduction. Prior year total value Prior year base value Prior year increment value



=



9,248,220 100.0000% - 5,553,300 - 60.0472% = 3,694,920 39.9528%



New construction property ordered reduction by appeals board for prior year: 42,220 Prior year total value Ordered reduction Adjusted prior year total taxable value



=



9,248,220 - 42,220 9,206,000



- Prior year base value = Adjusted increment value Step 3:



Calculate the adjusted percentages. Adjusted Prior Year Total Assessed Value Prior Year Base Value Adjusted Prior Year Increment Value



=



- 5,553,300 = 3,652,700



100.00% 60.32% 39.68%



9,206,000 5,553,300 3,652,700



Step 4: Apply Adjusted Percentages to Current Year’s Value =



Current year total taxable assessed value Prior Year Base Value Current Year Increment Value



9,310,000 -5,553,300 = 3,756,700



(If the calculated increment is negative, the increment for distribution purposes is zero.) The reasons for the division of the reduced valuation are twofold. First, statute provides that when there is a general reassessment (reappraisal) of taxable property in any county in which there is a TIF area, the portions of assessed valuation attributable to the base and the increment are to be proportionately adjusted in accordance with such reassessment. A reappraisal or reassessment is defined as the mass appraisal of all property within an assessment jurisdiction at the beginning of or within a reappraisal cycle. The reappraisal cycle is not complete until the review and appeal process has concluded and final values have been set for all properties. In certain instances, final values of appealed properties may not be determined until the intervening year or even later. Second, division of the reduced valuation ensures that only those increases in property tax revenue occurring because of the redevelopment project are used to pay the revenue bonds. This prevents a "windfall" in increased revenues to the authority caused only by a reappraisal at a higher level of value. When value accrues to the increment as a result of redevelopment, later reductions in that same value are subtracted from the increment. Value Corrections due to Mistakes



The statutory TIF provisions presume that the assessor’s certification of values prior to the approval of a TIF plan is accurate, that the information contained in the TIF plan is accurate, and that the communication of this information between the assessor and the authority is accurate. The Division instructs in these procedures that mistakes are to be identified and corrected prior to initially establishing the base value. However, it is always possible that some mistakes will be discovered later. Except with regard to abatements and refunds, UR/DD law does not provide any instruction on how mistakes should be corrected. 19
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However, Title 39, C.R.S. provides instruction: “Omissions and errors in the assessment roll, when it can be ascertained therefrom what was intended, may be supplied or corrected by the assessor at any time before the tax warrant is delivered to the treasurer or by the treasurer at any time after the tax warrant has come into his hands.” §39-5-125(2), C.R.S When mistakes are discovered relating to TIF plans, the assessor should first confirm the mistake and then correct it in the year that it is discovered, so that going forward the division of the valuation for assessment is reliable. Correction should be handled in a manner similar to that outlined in the above procedures for addressing value reductions. If the correction is related to base valuation, the base value should be increased or decreased according to the correction. If the correction is related to increment valuation, the same should apply. Such corrections are not meant to be applied retroactively. AGRICULTURAL LAND IN URBAN RENEWAL AREA The General Assembly has prohibited inclusion of agricultural land within an urban renewal area unless certain exceptions are satisfied. The prohibition does not affect agricultural land made part of a UR area prior to June 1, 2010. For the purposes of the prohibition, agricultural land is defined as land that was classified by the assessor as agricultural land at any time during the five years prior to its inclusion into a UR area, § 31-25-103(1), C.R.S. UR plans approved or substantially modified after May 31, 2010, must include the legal description of any agricultural land added to the urban renewal area. It is crucial that assessors independently verify the existence of agricultural land when enforcing the agricultural land restriction. Exceptions Under Which Agricultural Land May be Included



A municipality may not include agricultural land into a new or existing urban renewal area after May 31, 2010, unless the land meets one or more of the following conditions, § 31-25-107(1)(c)(II), C.R.S.: a. The land is a brownfield site. The term “brownfield site” is defined at § 31-25-103(3.1), C.R.S, as real property, the development, expansion, redevelopment, or reuse of which will be complicated by the presence of a substantial amount of one or more hazardous substances, pollutants, or contaminants, as designated by the United States Environmental Protection Agency (EPA).” This brownfield site definition is based on the federal definition of the same term. The general portion of that definition reads as follows. “The term ‘brownfield site’ means real property, the expansion, redevelopment, or reuse of which may be complicated by the presence or potential presence of a hazardous substance, pollutant, or contaminant,” § 42 U.S.C. 9601(39)(A). The Colorado definition requires the “presence of a substantial amount” of hazardous substances, pollutants, or contaminants, whereas the federal definition requires only their “potential presence.” Therefore, it is possible for an area that has been labeled a “brownfield site” in accordance with federal law to fall short of the Colorado definition of a brownfield site. The identification of a property as a brownfield site is typically made by the property owner, the Colorado Department of Public Health and Environment (CDPHE), a municipality, or other local government. For more information on brownfield sites, contact CDPHE. b. At least one-half of the urban renewal area consists of parcels containing “urban level development” that constitute a slum or blighted area, and at least two-thirds of the perimeter of the urban renewal area 20
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borders “urban level development.” The Division’s position is that “perimeter” means properties outside of and touching the UR plan boundary. As defined in § 31-25-103(7.5), C.R.S., “‘urban level development’ means an area in which there is a predominance of either permanent structures or above-ground or at-grade infrastructure.” The Division’s position is that predominance means greater than 50%. c. The land is an enclave within the municipality, and the entire perimeter of the enclave borders “urban level development.” The Division’s position is that enclave parcel(s) must be surrounded by urban level development. d. Each public body that levies a property tax on the agricultural land agrees to its inclusion into the urban renewal area. e. The agricultural land was included in an approved urban renewal plan prior to June 1, 2010. And in addition to the provisions of subparagraph (II), agricultural land cannot be incorporated into a urban renewal area prior to June 1, 2020, unless each of the following conditions found in § 31-25-107(1)(c)(III), C.R.S., is also satisfied: a. The agricultural land is contiguous to the urban renewal area, and the urban renewal area existed on June 1, 2010; and b. Since June 1, 2010, the current owner has owned both the agricultural land and other land located within the urban renewal area that is contiguous to the agricultural land; and c. Both the agricultural land, and the owner’s other land described in item b., are to be developed solely to create long-term jobs related to manufacturing. Assessor Enforcement of Agricultural Land Restriction



The assessor has a statutory enforcement duty over the inclusion of agricultural land in a UR plan. Within 30 days after receiving notice that an urban renewal plan authorizing the use of sales or property tax TIF has been approved or substantially modified, the assessor may notify the municipality if he or she believes that agricultural land has been improperly included within the urban renewal area. If the assessor does so, the municipality may file an action in district court to establish its right to include the area in conformance with the exceptions listed above. If the assessor fails to do so, the inclusion of the agricultural land becomes incontestable. The Division recommends that assessors consult with their county attorney and county commissioners regarding the application of this provision, which reads as follows:
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Approval of urban renewal plans by local governing body. (13) Not later than thirty days after the municipality has provided the county assessor the notice required by paragraph (a) of subsection (10) of this section, the county assessor may provide written notice to the municipality if the assessor believes that agricultural land has been improperly included in the urban renewal area in violation of subparagraph (II) or (III) of paragraph (c) of subsection (1) of this section. If the notice is not delivered within the thirty-day period, the inclusion of the land in the urban renewal area as described in the urban renewal plan shall be incontestable in any suit or proceeding notwithstanding the presence of any cause. If the assessor provides notice to the municipality within the thirty-day period, the municipality may file an action in state district court exercising jurisdiction over the county in which the land is located for an order determining whether the inclusion of the land in the urban renewal area is consistent with one of the conditions specified in subparagraph (II) or (III) of paragraph (c) of subsection (1) of this section and shall have an additional thirty days from the date it receives the notice in which to file such action. If the municipality fails to file such an action within the additional thirty-day period, the agricultural land shall not become part of the urban renewal area. § 31-25-107, C.R.S. (emphasis added) Procedures for determining urban level development



The following procedures provide an outline for analyzing and determining if the criteria established by § 31-25-107(1)(c)(II)(B), C.R.S., are met such that agricultural land shall be included in a UR plan area. These procedures may not exactly apply to every unique UR plan. If assessors encounter situations where these procedures do not seem to apply they should confer with the Division. General process and steps in the analysis: 1. Verification of physical characteristics of the UR area as of the date of formation a. Receive final adopted legal descriptions from the urban renewal authority b. Map the UR area using Geographic Information Software (GIS) c. Inventory individual parcels within the UR area via assessor ownership records d. Calculate total site area within the UR area including reconciliation as necessary between various sources, e.g., UR Authority, GIS mapping, CAMA records e. Calculate total UR area perimeter based on GIS mapping and/or assessor parcel maps 2. Categorize each parcel within the UR area in accordance with the statutory definition of “urban level development” a. Verify current development for each parcel based on field inspection by an appraiser or through review of aerial photographs i. Surface parking lots are considered urban level development because of the at grade infrastructure ii. Properties such as undeveloped tracts of land, open space buffers, and vacant land that was previously developed are not considered urban level development. “Vacant Land” includes, but is not limited to, land classified by the assessor as agricultural land for property tax purposes b. Determine whether each parcel contains a predominance of urban level development. i. Predominance is interpreted to mean the parcel contains at a minimum 51% urban level development 3. Allocate the inventory of parcels within the UR area into Urban Level and Non-Urban Level categories a. Label each parcel with a predominance of urban level development as Urban Level b. Label each parcel without a predominance of urban level development as Non-Urban Level 4. Categorize each parcel bordering the UR area in accordance with the statutory definition of “urban level development” a. Verify current development for each parcel based on field inspection by an appraiser or through review of aerial photographs. 22
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i. Surface parking lots are considered urban level development because of the at grade infrastructure. ii. Properties such as undeveloped tracts of land, open space buffers, vacant land that was previously developed and agriculturally classified land are not considered urban level development. b. Determine whether each parcel contains a predominance of urban level development. i. Predominance is interpreted to mean the parcel contains at a minimum 51% urban level development 5. Allocate the inventory of parcels bordering the UR area into Urban Level and Non-Urban Level categories a. Label each parcel with a predominance of urban level development as Urban Level b. Label each parcel without a predominance of urban level development as Non-Urban Level 6. Tabulate the total acreage of the Urban Level parcels and the total acreage of the remaining Non-Urban Level parcels within the UR area a. Calculate the acreage within the UR area that contains parcels representing Urban Level development. That acreage total must be equal to or greater than 50% of the total acreage of the UR area in order to comply with Part b of § 31-25-107(1)(c)(II), C.R.S. i. The analysis of UR area, expressed in terms of gross acres, applies to entire parcels with no percentage apportionment within individual ownerships. ii. Public rights-of-way that border the UR area will not be included in the calculation of the UR area. 7. Tabulate the total perimeter of the Urban Renewal area: a. Perimeter is defined in the Assessors’ Reference Library (ARL Vol 2, pg. 4.12) as “The total distance around the figure, expressed in linear units, such as feet, miles, yards.” This definition is similar to an Appraisal Institute text, The Dictionary of Real Estate Appraisal, Fifth Edition, Chicago: Appraisal Institute, 2010 which defines perimeter as “The total length of the periphery of a given area, e.g., the distance around the outside of a building, lot, or other defined area.” b. Calculate the segment of the UR boundary perimeter that borders Urban Level parcels outside of the UR area. That total perimeter must be equal to or greater than 66.67% of the total perimeter of the UR area order to comply with § 31-25-107(1)(c)(II)(B), C.R.S. i. The analysis of the UR plan perimeter, expressed in terms of linear feet, applies to a contiguous group of individual parcels located within boundaries of public rights-of-way. ii. Public rights-of-way that border the UR plan area will not be included in the calculation of perimeter of the UR plan boundary. iii. Where a contiguous group of individual parcels is located adjacent to a public right-ofway, the bordering parcel is considered to determine a predominance of urban level development immediately across the right-of-way from that portion of the UR area. Assessor Determines Market Value of Agricultural Land



If land that is classified by the assessor as agricultural land is appropriately included in an urban renewal area on or after June 1, 2010, the assessor must determine the market value of the agricultural land for the purpose of calculating the base value of the TIF area. This procedure does not affect the classification or valuation for assessment of the land. This procedure is discussed in more detail below under Adjustment to Initial Base Value of URA for Agricultural Land. Adjustment to Initial Base Value of URA for Agricultural Land



As explained above Agricultural Land in Urban Renewal Area can only be incorporated into a URA after May 31, 2010, if the land meets a restrictive set of conditions. For this provision, agricultural land is defined in § 31-25-103(1), C.R.S., as land that was classified by the assessor as agricultural land at any time within five years prior to its inclusion into the URA. If agricultural land is appropriately included within a URA for which the use of property tax TIF has been authorized, § 31-25-107(9)(g), C.R.S., directs the assessor to determine the market value of the agricultural 23
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land for the purpose of calculating the base value. This provision applies only to land that was classified by the assessor as agricultural land at the time values were last certified prior to the land’s incorporation into the URA TIF area. The purpose of § 31-25-107(9)(g), C.R.S., is to ensure that a future increase in assessed value resulting from the reclassification of agricultural land to another class of taxable property does not cause an increase to the increment value of a URA TIF area.
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TIF CACLULATION EXAMPLES
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The following examples display the first six years of calculations for a TIF area. In the 5th year agricultural land is included.



Because TIF values are calculated by the assessor in assessed values rather than actual values, the assessor’s market value estimate must be multiplied by the appropriate assessment rate prior to calculating the base value. The assessment rate for this purpose is 29 percent, the assessment rate applicable to agricultural land. The agricultural land adjustment is made according to the following steps: Step 1:



Determine the total taxable assessed value of the TIF area at the time values were last certified after correcting for errors if necessary.



Step 2:



Calculate the value adjustment for the agricultural land.



X = = Step 3: + =



Market value of agricultural land 29% assessment rate Assessed value equivalent of market value of agricultural land True assessed value of agricultural land Agricultural land adjustment value Apply the agricultural land adjustment to calculate the initial base value Total taxable assessed value from Step #1 Agricultural land adjustment value from Step #2 Initial base value



The procedures for making annual adjustments to the base and increment values in subsequent years do not change as a result of the presence of agricultural land. NOTE: Assessors need to understand that if an agricultural land adjustment is used in establishing the initial base value, this value will not be duplicated by the assessor’s tax roll data base if the subject agricultural parcels continue to be classified and valued as agricultural land. Therefore the assessor needs to maintain and preserve a separate work file tracking market derived base values for ag land throughout the life span of the TIF plan.



24



ORIGINAL BASE CALCULATION A UR plan that includes a TIF provision is approved on February 11, 2015, a reappraisal year. The most recent prior valuation for assessment was certified by the assessor on December 1, 2014. In this scenario the UR plan may produce increment value in the year that it was approved. The assessor maps all the properties contained in the boundary of the TIF plan area, gives each parcel a unique tax area code and identifies all of the taxing entities that serve the TIF area. Step 1: After correcting for errors if any exist, determine the total taxable assessed value of the TIF area at the time values were last certified. This is the initial base value.



INITIAL BASE VALUE =



68,000,000



YEAR 1 (2015) - A REAPPRAISAL YEAR



Step 1: Tax Roll Corrections All tax roll corrections discovered in the current year were applied to the prior year. These corrections include: then identify them by parcel, type and classification + -125,000 Total Corrections = 68,125,000 Corrected Prior Year Base + 0 Corrected Prior Year Increment = 67,875,000 Corrected Prior Year Total Step 2: Determine the current year total taxable assessed value. Step 3: Subtract the prior year corrected total taxable assessed value. Difference = non-reassessment changes and all reassessment changes, if any Step 4: Track and sum non-reassessment changes New Construction = New platted subdivision = Mitigation of contaminated land = Parcel granted entitlements for higher density use = Demolition = Total non-reassessment changes =



100% 0% 100%



75,000,000



=



67,875,000



+ + + + + =



1,500,000



7,125,000



800,000 70,000 145,000 -25,000 2,490,000
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Year 1 continued from previous page Step 5: Step 3 result minus Step 4 result = reassessment changes Step 3 = Step 4 = Changes due to reassessment



7,125,000



=



2,490,000 4,635,000



Step 6: Proportional allocation pursuant to §§ 31-25-107(9)(e), and 31-25-807(3)(e), C.R.S. according to last year’s (corrected if necessary) base/increment percentages. a. 4,635,000 X 100% = base portion = b. 4,635,000 X 0% = increment portion Step 7: non-reassessment gain (Step 4) = + reassessment increment gain Step 6.b = Total increment gain in current year =



4,635,000 0



2,490,000



+ =



0 2,490,000



Step 8: Calculate the current year total base and increment values. a. Base:



b. Increment:



c. Total:



= base gain in step 6 plus + prior year base value = Current Year Total Base Value



+ =



67,875,000 72,510,000



= increment gain in step 7 + prior year increment = Current Year Total Increment Value



+ =



2,490,000 0 2,490,000



+ =



72,510,000 2,490,000 75,000,000



Step 8.a + Step 8.b = Current Year Total Value (Step 2)



Step 9: Reconcile and calculate new base/increment percentages Base percentage = 72,510,000/75,000,000 Increment percentage = 2,490,000/75,000,000 Total



4,635,000



96.68% 3.32% 100.00%
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ORIGINAL BASE CALCULATION This (NAME) UR plan that includes a TIF provision was approved on February 11, 2015. The most recent prior valuation for assessment was certified by the assessor on December 1, 2014. After correcting for errors the initial base value was 67,875,000. The TAX AREA assigned to this UR plan is 456



2015 Total Valuation for Assessment =



75,000,000



YEAR 2 (2016) - An INTERVENEING YEAR



Step 1: Tax Roll Corrections All tax roll corrections discovered in the current year were applied to the prior year. These corrections include: then identify them by parcel, type and classification + Total Corrections = Corrected Prior Year Base, due to reassessment + Corrected Prior Year Increment due to non-reassessment = Corrected Prior Year Total Step 2: Determine the current year total taxable assessed value.



-117,000 72,636,510



97.0000%



2,246,490



3.0000%



74,883,000



76,000,000



Step 3: Subtract the prior year corrected total taxable assessed value. Difference = non-reassessment changes and all reassessment changes, if any



=



74,883,000



Step 4: Track and sum non-reassessment changes New Construction = New platted subdivision = Mitigation of contaminated land = Parcel granted entitlements for higher density use = Demolition = Total non-reassessment changes =



+ + + + + =



800,000



1,117,000



100,000 160,000 -10,000 1,050,000
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Year 2 continued from previous page Step 5: Step 3 result minus Step 4 result = reassessment changes Step 3 = Step 4 = Changes due to reassessment



1,117,000



=



1,050,000 67,000



Step 6: Proportional allocation pursuant to §§ 31-25-107(9)(e), and 31-25-807(3)(e), C.R.S. according to last year’s (corrected if necessary) base/increment percentages. a. 67,000 X 97.00 = base portion = b. 67,000 X 3.00% = increment portion Step 7: non-reassessment gain (Step 4) = + reassessment increment gain Step 6.b = Total increment gain in current year =



64,990 2,010



1,050,000



+ =



2,010 1,052,010



Step 8: Calculate the current year total base and increment values. a. Base:



b. Increment:



c. Total:



= base gain in step 6.a plus + prior year base value (corrected) = Current Year Total Base Value



64,990



+ =



72,636,510 72,701,500



= increment gain in step 7 + prior year increment (corrected) = Current Year Total Increment Value



+ =



Step 8.a + Step 8.b = Current Year Total Value (Step 2)



+ =



76,000,000



72,701,500



/ 76,000,000



95.66%



3,298,500



/ 76,000,000



4.34%



76,000,000



/ 76,000,000



100.00%



Step 9: Reconcile and calculate new base/increment percentages Base percentage = Increment percentage = Total



1,052,010 2,246,490 3,298,500 72,701,500 3,298,500
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ORIGINAL BASE CALCULATION This (NAME) UR plan that includes a TIF provision was approved on February 11, 2015. The most recent prior valuation for assessment was certified by the assessor on December 1, 2014. After correcting for errors the initial base value was 67,875,000. The TAX AREA assigned to this UR plan is 456



2016 Total Valuation for Assessment =



76,000,000



YEAR 3 (2017) - A REAPPRAISAL YEAR



Step 1: Tax Roll Corrections All tax roll corrections discovered in the current year were applied to the prior year. These corrections include: then identify them by parcel, type and classification + -128,000 Total Corrections = 72,457,760 Corrected Prior Year Base, due to reassessment + 3,414,240 Corrected Prior Year Increment due to non-reassessment = 75,872,000 Corrected Prior Year Total Step 2: Determine the current year total taxable assessed value.



4.5000%



85,000,000



Step 3: Subtract the prior year corrected total taxable assessed value. Difference = non-reassessment changes and all reassessment changes, if any = Step 4: Track and sum non-reassessment changes New Construction = New platted subdivision = Mitigation of contaminated land = Parcel granted entitlements for higher density use = Demolition = Total non-reassessment changes =



95.5000%



+ + + + + =



75,872,000 9,128,000



5,000,000 175,000 125,000 -50,000 5,250,000
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Year 3 continued from previous page Step 5: Step 3 result minus Step 4 result = reassessment changes Step 3 = Step 4 = Changes due to reassessment



9,128,000



=



5,250,000 3,878,000



Step 6: Proportional allocation pursuant to §§ 31-25-107(9)(e), and 31-25-807(3)(e), C.R.S. according to last year’s (corrected if necessary) base/increment percentages. a. 3,878,000 X 95.50 = base portion = b. 3,878,000 X 4.50% = increment portion Step 7: non-reassessment gain (Step 4) = + reassessment increment gain Step 6.b = Total increment gain in current year =



3,703,490 174,510



5,250,000



+ =



5,424,510



+ =



72,457,760 76,161,250



174,510



Step 8: Calculate the current year total base and increment values. a. Base:



b. Increment:



c. Total:



= base gain in step 6.a plus + prior year base value (corrected) = Current Year Total Base Value = increment gain in step 7 + prior year increment (corrected) = Current Year Total Increment Value Step 8.a + Step 8.b = Current Year Total Value (Step 2)



3,703,490



5,424,510



+ =



3,414,240 8,838,750 76,161,250



+ =



Step 9: Reconcile and calculate new base/increment percentages Base percentage = 76,161,250 / 85,000,000 Increment percentage = 8,838,750 / 85,000,000 Total 85,000,000 / 85,000,000



8,838,750 85,000,000



89.60% 10.40% 100.00%
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ORIGINAL BASE CALCULATION This (NAME) UR plan that includes a TIF provision was approved on February 11, 2015. The most recent prior valuation for assessment was certified by the assessor on December 1, 2014. After correcting for errors the initial base value was 67,875,000. The TAX AREA assigned to this UR plan is 456



2017 Total Valuation for Assessment =



85,000,000



YEAR 4 (2018) - AN INTERVENEING YEAR



Step 1: Tax Roll Corrections All tax roll corrections discovered in the current year were applied to the prior year. These corrections include: then identify them by parcel, type and classification + -300,000 Total Corrections = 76,314,700 Corrected Prior Year Base, due to reassessment + 8,385,300 Corrected Prior Year Increment due to non-reassessment = 84,700,000 Corrected Prior Year Total Step 2: Determine the current year total taxable assessed value.



9.90% 100.00%



91,200,000



Step 3: Subtract the prior year corrected total taxable assessed value. Difference = non-reassessment changes and all reassessment changes, if any = Step 4: Track and sum non-reassessment changes New Construction = New platted subdivision = Mitigation of contaminated land = Parcel granted entitlements for higher density use = Demolition = Total non-reassessment changes =



90.10%



+ + + + + =



84,700,000 6,500,000



7,000,000 50,000 50,000 -72,500 7,027,500



213 214 215 216 217 31



218



Year 4 continued from previous page Step 5: Step 3 result minus Step 4 result = reassessment changes Step 3 = Step 4 = Changes due to reassessment Step 6: Proportional allocation pursuant to §§ 31-25-107(9)(e), and 31-25-807(3)(e), C.R.S. according to last year’s (corrected if necessary) base/increment percentages.



6,500,000



=



-527,500



The URA bought several commercial parcels in December of the prior year for $2.5 M. The assessor valued these parcels at $1,818,970. As of Janaury 1st this year. These parcels are reassessed as exempt.



a. -527,500 X 90.10% = base portion = b. -527,500 X 9.90% = increment portion Step 7: non-reassessment gain (Step 4) = + reassessment increment gain Step 6.b = Total increment gain in current year =



7,027,500



-475,278 -52,223



7,027,500



+



-52,223 6,975,278



Step 8: Calculate the current year total base and increment values. a. Base:



b. Increment:



c. Total:



= base gain in step 6.a plus + prior year base value (corrected) = Current Year Total Base Value



-475,278



+ =



= increment gain in step 7 + prior year increment (corrected) = Current Year Total Increment Value



+ =



Step 8.a + Step 8.b = Current Year Total Value (Step 2)



+ =



76,314,700 75,839,423 6,975,278 8,385,300 15,360,578 75,839,423



Step 9: Reconcile and calculate new base/increment percentages Base percentage = 75,839,423 / 91,200,000 Increment percentage = 15,360,578 / 91,200,000 Total 91,200,000 / 91,200,000



15,360,578 91,200,000



83.16% 16.84% 100.00%
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ORIGINAL BASE CALCULATION This (NAME) UR plan that includes a TIF provision was approved on February 11, 2015. The most recent prior valuation for assessment was certified by the assessor on December 1, 2014. After correcting for errors the initial base value was 67,875,000. The TAX AREA assigned to this UR plan is 456 In December 2018 the URA approved a substantial modification adding a 40 acre enclave agricultural parcel to the UR plan area proposed to be the host site for a major manufacturing plant. The assessor deemed the inclusion to meet all of the statutory criteria for including ag land and adjusted the base value to reflect market value of the ag land as such: Market Value of AG land = 40 acres X 43,560 SF/AC X $3.50/SF raw industrial land value = $6,098,400 X .29 = $1,768,536 assessed value Ag Value of AG land = 40 acres X $100/acre = 4,000 actual value X .29 = $1,160 assessed value. Adjusted Market Value of Ag parcel to be added to base value = $1,768,536 - $1,160 = $1,767,380 (rounded)



2018 Total Valuation for Assessment =



91,200,000



YEAR 5 (2019) - A REAPPRAISAL YEAR



Step 1: Tax Roll Corrections All tax roll corrections discovered in the current year were applied to the prior year. These corrections include: then identify them by parcel, type and classification + 1,767,380 Total Corrections = 77,606,800 Corrected Prior Year Base, due to reassessment + 15,360,580 Corrected Prior Year Increment due to non-reassessment = 92,967,380 Corrected Prior Year Total



83.48% 16.52% 100.00%



ag land to market value



Step 2: Determine the current year total taxable assessed value.



87,300,000



Step 3: Subtract the prior year corrected total taxable assessed value. Difference = non-reassessment changes and all reassessment changes, if any = Step 4: Track and sum non-reassessment changes New Construction = New platted subdivision = Mitigation of contaminated land = Parcel granted entitlements for higher density use = Demolition = Total non-reassessment changes =



+ + + + + =



92,967,380 -5,667,380



1,500,000



1,500,000
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Year 5 continued from previous page Step 5: Step 3 result minus Step 4 result = reassessment changes Step 3 = Step 4 = Changes due to reassessment



-5,667,380



=



1,500,000 -7,167,380



Step 6: Proportional allocation pursuant to §§ 31-25-107(9)(e), and 31-25-807(3)(e), C.R.S. according to last year’s (corrected if necessary) base/increment percentages. a. -7,167,380 X 83.48% = base portion = b. -7,167,380 X 16.52% = increment portion Step 7: non-reassessment gain (Step 4) = + reassessment increment gain Step 6.b = Total increment gain in current year =



-5,983,146 -1,184,234



1,500,000



+



-1,184,234 315,766



Step 8: Calculate the current year total base and increment values. a. Base:



b. Increment:



c. Total:



= base gain in step 6.a plus + prior year base value (corrected) = Current Year Total Base Value



-5,983,146



+ =



77,606,800 71,623,654



= increment gain in step 7 + prior year increment (corrected) = Current Year Total Increment Value



+ =



15,360,580



Step 8.a + Step 8.b = Current Year Total Value (Step 2)



+ =



315,766 15,676,346 71,623,654



Step 9: Reconcile and calculate new base/increment percentages Base percentage = 71,623,654 / 87,300,000 Increment percentage = 15,676,346 / 87,300,000 Total 87,300,000 / 87,300,000



15,676,346 87,300,000



82.04% 17.96% 100.00%
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ORIGINAL BASE CALCULATION This (NAME) UR plan that includes a TIF provision was approved on February 11, 2015. The most recent prior valuation for assessment was certified by the assessor on December 1, 2014. After correcting for errors the initial base value was 67,875,000. The TAX AREA assigned to this UR plan is 456 In December 2018 the URA approved a substantial modification adding a 40 acre enclave agricultural parcel to the UR plan area proposed to be the host site for a major manufacturing plant. The assessor deemed the inclusion to meet all of the statutory criteria for including ag land, and adjusted the base value to reflect market value of the ag land.



2019 Total Valuation for Assessment =



87,300,000



YEAR 6 (2020) - AN INTERVENEING YEAR



Step 1: Tax Roll Corrections All tax roll corrections discovered in the current year were applied to the prior year. These corrections include: then identify them by parcel, type and classification + -400,000 Total Corrections = 73,135,040 Corrected Prior Year Base, due to reassessment + 13,764,960 Corrected Prior Year Increment due to non-reassessment = 86,900,000 Corrected Prior Year Total Step 2: Determine the current year total taxable assessed value.



84.16% 15.84% 100.00%



89,600,000



Step 3: - 86,900,000 Subtract the prior year corrected total taxable assessed value. 2,700,000 Difference = non-reassessment changes and all reassessment changes, if any = Step 4: Track and sum non-reassessment changes New Construction =



+



(ag land that was included is replatted



New platted subdivision = and classified as of December 31 prior year, raising its value by $3/SF)



+



1,515,888



+ + + =



1,010,592
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Ag land parcel recieves some site improvements, raising its value another $2/SF. Ag land parcel recieves some Demolition = Total non-reassessment changes =



224 225



Note: The reclassification value increase does not go to the increment. It was already added to the base in the prior year, only the value attributable to re-platting goes to the increment.



2,526,480
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Year 6 continued from previous page Step 5: Step 3 result minus Step 4 result = reassessment changes Step 3 = Step 4 = Changes due to reassessment



g



2,700,000



=



2,526,480 173,520



Step 6: Proportional allocation pursuant to §§ 31-25-107(9)(e), and 31-25-807(3)(e), C.R.S. according to last year’s (corrected if necessary) base/increment percentages. a. 173,520 X 84.16% = base portion = b. 173,520 X 15.84% = increment portion Step 7: non-reassessment gain (Step 4) = + reassessment increment gain Step 6.b = Total increment gain in current year =



146,034 27,486



2,526,480



+ =



27,486 2,553,966



Step 8: Calculate the current year total base and increment values. a. Base:



b. Increment:



c. Total:



= base gain in step 6.a plus + prior year base value (corrected) = Current Year Total Base Value



146,034



+ 73,135,040 = 73,281,074



= increment gain in step 7 + prior year increment (corrected) = Current Year Total Increment Value



+ 13,764,960 = 16,318,926



Step 8.a + Step 8.b = Current Year Total Value (Step 2)



+ 16,318,926 = 89,600,000



2,553,966



73,281,074



Step 9: Reconcile and calculate new base/increment percentages Base percentage = 73,281,074 / 89,600,000 Increment percentage = 16,318,926 / 89,600,000 Total 89,600,000 / 89,600,000



81.79% 18.21% 100.00%
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INCLUSION OF PROPERTY TO A TIF AREA If the governing body of the municipality modifies a development plan to include additional property in a TIF area, the assessor determines the value of the included property as of the date values were last certified and adds the value of the included property to the base value.
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20-YEAR EXTENSION TO DDA TIF AREA



259 260 261 262 263 264 265 266 267 268 269 270 271 272 273 274 275 276 277 278 279 280



A municipality may extend the use of TIF in an existing DDA redevelopment project from a maximum of 30 years to 50 years. The municipality may enact the extension at any time during the final 10 years of the initial 30-year period. If enacted, the extension is effective beginning with year 31.



If values were last certified during the prior assessment year, the value of the included property is added to the prior year base and total values prior to calculating the current year base/increment split. If values were last certified during the current assessment year, the base and increment values are calculated from the boundaries as they existed prior to the inclusion. The value of the included property is then added to the recalculated base and total values. As soon as the governing body of the municipality approves the inclusion of additional property to a TIF area, it is Division policy that the URA or DDA furnish the assessor with a new map, legal description of the included area, applicable city ordinance, and the effective date of the inclusion. A URA may include property that is outside the boundary of the municipality if the inclusion is approved by the county commissioners, the owners of each property, and the mortgagees of each property. The county commissioners are required to make a series of findings prior to granting such approval. EFFECT OF RESIDENTIAL ASSESSMENT RATE CHANGE The residential assessment rate is subject to change during each reappraisal year. The Colorado Constitution provides that the residential assessment rate shall be adjusted in those years to ensure that the aggregate statewide ratio of residential valuation for assessment to total valuation for assessment remains the same as it was in the year immediately preceding the change in level of value. If the residential assessment rate changes, it will not affect an assessor’s calculation of new base and increment values. The change is automatically apportioned to new base and increment values based on the prior year proportion used in the calculations done each year.



For each year of the extension beginning with year 31, only half (50 percent) of the revenue attributable to increment value from each taxing entity’s mill levy, or a greater percentage if agreed upon by the authority and the entity, is distributed to the special fund of the municipality. The remaining revenue attributable to the increment value, and all of the revenue attributable to the base value, is distributed to the taxing entities. Not later than August 1 of each year, the municipality is required to certify to the assessor the distribution percentages attributable to the special fund of the municipality from the mill levies of each taxing entity. When certifying values to taxing entities, the assessor applies the appropriate distribution percentage to the increment value and certifies only that percentage of increment value to the entity. ADVANCEMENT OF THE BASE VALUE In the first 10 years of a 20-year DDA extension, a 10-year advancement of the initial base year is required. If the initial base year was 1983, the new advanced base valuation would be the total value of the TIF area in 1993. The 10-year advancement of the initial base eliminates from the remaining increment any value attributable to new construction and other non-reassessment changes that became taxable in years 1984 through 1993.
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During each year of the final 10 years of the 20-year extension, the statute requires further advancement of the initial base year by one additional year annually. This ensures that no more than 30 tax years of value attributable to non-reassessment changes are ever reflected in the increment. For instance, in 2024 the TIF area described above would be in year 41 (from the year when the original TIF provision was adopted) and year 11 of the 20-year extension. In 2024, the base year would be advanced forward from 1993 to 1994. In 2025 (year 42), the base year would be advanced to 1995, and in 2026 (year 43), the base year would be advanced to 1996. The advancements should produce results as illustrated in the following example: Initial DDA adopted December, 1983; expires in 2013; approved for 20-year extension in 2012, effective 2014.



ACTUAL YEAR 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033



TIF YEAR 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50



ADVANCED EXTENSION BASE YEAR YEAR 1983 1 1993 2 1993 3 1993 4 1993 5 1993 6 1993 7 1993 8 1993 9 1993 10 1993 11 1994 12 1995 13 1996 14 1997 15 1998 16 1999 17 2000 18 2001 19 2002 20 2003



Years in which "growth" year accumulates to increment



30 21 22 23 24 25 26 27 28 29 30 30 30 30 30 30 30 30 30 30 30



After completing the 10-year advancement of the initial base year, § 31-25-807(3)(e), C.R.S., requires an adjustment of the advanced base value to account for the general reassessments that have occurred. This means that approximately 10 general reassessments must be accounted for (extension years 1-20) through an adjustment of the advanced base value to the current level of value. This prevents erroneously attributing general assessments to the increment and avoids an erroneous windfall payment to the DDA. NOTE: The calculations below use the base and total values from early years of the TIF area. If these figures are not documented in the work files of the assessor, they should be obtainable from the Division’s Annual Report to the Governor and the General Assembly for the year in question.
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Calculating the Year 31 Base and Increment – Basic Procedure



If there were no inclusions to the TIF area between years 10 and 30, the assessor should follow the “basic procedure” listed below to determine the advanced base value and adjust it to the level of value for year 30. However, if the municipality included additional property to the TIF area during years 10-30, the steps below must be modified to incorporate the steps listed under Calculating the Year 31 Base and Increment – Procedure for Inclusions in this section. Both the “basic procedure” and the “procedure for inclusions” enable assessors to implement the provisions of § 31-25-807(3)(a)(IV)(A), C.R.S., without recalculating the base and increment for every year from the new initial base year to the current year. The basic steps are as follows: 1. Determine the year of the initial base value and the year in which the extension becomes effective. 2. Count forward 10 years from the initial base year to determine the advanced base year. Identify the base, increment, and total values that were previously calculated for that year. That total value becomes the new base value to be used going forward. 3. Identify the values previously calculated for the year 30 base and increment. 4. Adjust the advanced base value to the appropriate level of value for year 30. To determine the adjustment factor, divide the year 30 base value by the year 10 base value. The advanced base value (year 10 total value) is then multiplied by that factor to determine the adjusted year 30 base value. The adjusted year 30 base value is used only for calculating the year 31 base/increment split. It is not used for distributing revenue for year 30. 5. To calculate the base and increment for year 31, apply the appropriate reappraisal year or intervening year scenario. See Annual Calculation of the Base and the Increment in this section. Illustration of the basic procedure: Step 1: Determine the year of the initial base value and the year the extension is effective. For this example, a DDA enacts an extension for a TIF area that was established on August 1, 1984. The assessor’s records indicate that the initial base year was 1983 and the initial base value was $1,200,000. The assessor counts forward 30 years from 1983 and determines that year 30 of the TIF area is 2013. See Final Year Calculating the Base and Increment later in this section. Therefore 2014 is year 31, and it is year 1 of the 20-year extension. Step 2: Determine the advanced base year and base value. The assessor counts forward 10 years from 1983 to find the advanced base year is 1993. The advanced base value is the value for that year, or $4,000,000. 1993 total: 1993 base: 1993 increment:



$4,000,000 (advanced base value) $3,000,000 $1,000,000



Step 3: Determine the year 30 base and increment. 2013 total: 2013 base: 2013 increment:



$25,000,000 $10,000,000 $15,000,000



100.00% 40.00% 60.00% 39



392 393 394 395 396 397 398 399 400 401 402 403 404 405 406 407 408 409 410 411 412 413 414 415 416 417 418 419 420 421 422 423 424 425 426 427 428 429 430 431 432 433 434 435 436 437 438 439 440 441 442 443 444



Step 4: Adjust the advanced base value to the appropriate level of value for year 30. Determine adjustment factor: $10,000,000 (2013 base)  $3,000,000 (1993 base) = 3.3333. Advanced adjusted base for 2013: $4,000,000 (1993 total) x 3.3333 = $13,333,200 2013 total: 2013 adjusted base: 2013 adjusted increment:



$25,000,000 $13,333,200 $11,666,800



100.00% 53.33% 46.67%



Step 5: Calculate the base and increment for year 31. Year 31 (2014) is an intervening year. There were no abatements, BAA decisions or court orders that reduced the total valuation for assessment for tax year 2013. Therefore, the base remains the same as the 2013 adjusted base, and any changes in value are reflected in the increment. 2014 total: 2014 adjusted base: 2014 increment:



$27,000,000 - $13,333,200 $13,666,800



100.00% 49.38% 50.62%



Calculating the Year 31 Base and Increment – Procedure for Inclusions



If the DDA and municipality expanded the TIF area boundaries between years 10 and 30 to include additional property, step #4 above must be completed in stages so that the included property is added to the base value for the appropriate year. To do so, step #3 is also modified. 



Revised Step 3: For each inclusion, identify the before and after values for the year in which the inclusion was accounted for. The assessor also identifies the values previously calculated for year 30.







Revised Step 4: Adjust the advanced base value in stages to the appropriate level of value for year 30. a. Adjust the advanced base value to the appropriate level of value for the year in which the first inclusion was accounted for. To do so, follow step #4 in Calculating the Year 31 Base and Increment – No Inclusions in this section, except, when calculating the adjustment factor, divide the “before inclusion” base value of the first inclusion year by the year 10 base value. b. Add the value of the included property to the base calculated in step a. See Inclusion of Property to a TIF Area in this section. c. Repeat steps a and b, as necessary, and adjust the base forward through each inclusion year. When doing so, the adjustment factor is calculated by dividing the original “before inclusion” base value of the year to which the adjustment is being made by the original “after inclusion” base value of the year from which the adjustment is made. d. After adjusting the base to the last inclusion year, and adding the included value, adjust the recalculated base to the appropriate level of value for year 30. When calculating the adjustment factor, divide the year 30 base value by the original “after inclusion” base value of the year to which the final inclusion adjustment was made.



Illustration of the procedural modifications for TIFs with prior inclusions in years 10 to 30:



40



445 446 447 448 449 450 451 452 453 454 455 456 457 458 459 460 461 462 463 464 465 466 467 468 469 470 471 472 473 474 475 476 477 478 479 480 481 482 483 484 485 486 487 488 489 490 491 492 493 494 495 496 497 498 499 500 501



Revised Step 3: Determine the values for each inclusion and for year 30. The TIF area in this example had two inclusions. The first occurred in 1996 and the second occurred in 2005. (The beginning and ending values and years are the same in this example as they are in the noninclusion example above.) Inclusion 1: The development plan was modified on May 1, 1996, to include additional property to the TIF area. The taxable value of the included property as of the date values were last certified (December 10, 1995) was $400,000. Prior to the inclusion, the values were as follows: 1995 total: $6,000,000 1995 base: $3,500,000 1995 increment: $2,500,000



100.00% 58.33% 41.67%



After accounting for the inclusion, the values were as follows: 1995 total: $6,400,000 100.00% 1995 base: $3,900,000 60.94% 1995 increment: $2,500,000 39.06% Inclusion 2: The development plan was modified again on November 15, 2005. The taxable value of the included property as of the date values were last certified (August 25, 2005) was $1,000,000. Prior to the inclusion, the values were as follows: 2005 total: $15,000,000 2005 base: $7,650,000 2005 increment: $7,350,000



100.00% 51.00% 49.00%



After accounting for the inclusion, the values were as follows: 2005 total: 2005 base: 2005 increment:



$16,000,000 $8,650,000 $7,350,000



100.00% 54.06% 45.94%



Year 30 values: The values previously calculated for the year 30 base and increment are identified. 2013 total: $25,000,000 100.00% 2013 base: $10,000,000 40.00% 2013 increment: $15,000,000 60.00% Revised Step 4: Adjust the advanced base value in stages to the appropriate level of value. Adjustment to first inclusion: a) Adjust base to year of inclusion: Determine adjustment factor: $3,500,000 (1995 pre-inclusion base)  $3,000,000 (1993 base) = 1.1666. Determine new adjusted pre-inclusion base for 1995: $4,000,000 (1993 total) x 1.1666 = $4,666,400 1995 pre-inclusion total: $6,000,000 100.00% 1995 adjusted pre-inclusion base: $4,666,400 77.77% 1995 adjusted increment: $1,333,600 22.23% b) Add the value of the inclusion to the base 1995 post-inclusion total: $6,400,000 1995 adjusted post-inclusion base: $5,066,400 1995 adjusted increment: $1,333,600



100.00% 79.16% 20.84% 41



502 503 504 505 506 507 508 509 510 511 512 513 514 515 516 517 518 519 520 521 522 523 524 525 526



Adjustment to second inclusion: a) Adjust base to year of inclusion:
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REPORTING TIF VALUES



528 529 530 531 532 533 534 535 536 537 538 539 540 541 542 543 544 545 546 547 548 549 550 551 552 553 554 555



The assessor reports TIF information to the Division on the Abstract of Assessment, to the affected taxing entities, and to the Division of Local Government on certifications of value. The Abstract of Assessment is completed no later than August 25. Values are certified no later than August 25, and recertified no later than December 10. If value changes were made to properties in the TIF area between the certification dates, the base and increment must be recalculated prior to recertifying values. The Division recommends that the assessor provide a copy of the final TIF calculations to the authority each year.



Determine adjustment factor: $7,650,000 (2005 pre-inclusion base)  $3,900,000 (1995 post-inclusion base) Determine new adjusted pre-inclusion base for 2005: $5,066,400 (1995 adjusted post-inclusion base) x 1.9615 = $9,937,744 2005 pre-inclusion total: $15,000,000 100.00% 2005 adjusted pre-inclusion base: $9,937,744 66.25% 2005 adjusted increment: $5,062,256 33.75% b) Add the value of the inclusion to the base 2005 post-inclusion total: $16,000,000 2005 adjusted post-inclusion base: $10,937,744 2005 adjusted increment: $5,062,256



= 1.9615.



100.00% 68.36% 31.64%



Adjustment to year 30: Determine adjustment factor: $10,000,000 (2013 base)  $8,650,000 (2005 post-inclusion base) = 1.1561 New adjusted base for 2013: $10,937,744 (2005 adjusted post-inclusion base) x 1.1561 = $12,645,125 2013 total: $25,000,000 100.00% 2013 adjusted base: $12,645,125 50.58% 2013 adjusted increment: $12,354,875 49.42%



The following items pertain to the reporting of TIF information. IDENTIFY CAUSES OF CHANGES FROM PRIOR YEAR Various officials, governing boards, and taxpayer are apt to inquire as to why the base and increment amounts are not more or less than they actually are. It is important that all tax increment financing calculations are well documented, including itemization of major changes that are the result of redevelopment. It is also important to be aware of single factors that can have an outsized effect on the base or increment, such as large changes in personal property, significant value adjustments from abatements or orders, significant value going from exempt to taxable or the reverse, and so forth. LIST BASE AND INCREMENT ON ABSTRACT Counties with a TIF must complete an additional area in the Abstract of Assessment. The assessed value of the base and increment as of August 25 are listed in the abstract on the Cities and Towns and School Districts pages, by city/town and by school district. The final base and increment values for certification are listed on the Certification of Levies and Revenues. LIST INCREMENT IN CERTIFICATIONS OF VALUE Counties with a TIF must complete an additional area on the Certification of Values form (DLG57). When there is an increment, the assessed value of the increment is listed on Line 3 and deducted from the “Current Year's Gross Total Taxable Assessed Valuation” for all entities that levy taxes in the tax increment area. These entities may levy taxes only on the base valuation (identified as the Net Total Taxable Assessed 42
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Valuation on DLG 57) in the tax increment area. The following example illustrates a portion of the Certification of Values form and shows the area where the increment is listed.



CERTIFICATION OF VALUATION BY COUNTY ASSESSOR NAME OF JURISDICTION IN



NEW ENTITY: ( ) YES ( ) NO COUNTY, COLORADO ON



1. Previous Year's Net Total Taxable Assessed Valuation:



, 20___. 1. $_______________



2. Current Year's Gross Total Taxable Assessed Valuation: 2. $_______________ 3. Less TIF District Increment, if any:



3. $_______________



4. Current Year's Net Total Taxable Assessed Valuation:



4. $_______________



FORM DLG 57



The Current Year’s Net Total Taxable Assessed Valuation is used to determine an entity’s mill levy. The statutory provisions, §§ 31-25-107(9)(c) and 807(3)(c), C.R.S. require that the net valuation be used for both a URA and a DDA. A DDA’s mill levy revenue is derived from the net valuation for assessment, the same as all other taxing entities whose boundaries include a TIF area. TAXING ENTITY COVERS PART OF TIF AREA Some taxing entities encompass only a portion of the TIF area. They either lie fully within the TIF boundary but encompass only a portion of the TIF, like the hole of a donut, or they lie on both sides of the TIF boundary but encompass only a portion of the TIF. For both situations, only that share of the increment which is proportionate to the taxing entity's share of the total valuation in the TIF area should be deducted. Certifying more than the taxing entity’s proportionate share of the increment would result in an excessive reduction of assessed valuation from which the entity’s portion of the property tax revenue is derived. The steps for determining the entity’s proportionate share of the increment are as follows. 1. Determine the total assessed valuation of those properties in the TIF area that are also within the taxing entity. This can be accomplished by assigning a special tax area code to such properties. 2. Divide the total valuation of such properties by the total valuation of the entire TIF area. 3. Multiply the resulting percentage by the total increment valuation to determine the amount of increment valuation certified to the taxing entity. This amount is deducted from the entity’s gross total assessed valuation to determine its net total assessed valuation.
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Example 1: Entity fully within portion of TIF (donut hole)



METRO DISTRICT



TIF area total assessed valuation TIF increment assessed valuation Entity total assessed valuation



$10,000,000 $ 2,000,000 $ 4,000,000







Entity assessed valuation within the TIF area$ 4,000,000







Percent of entity TIF value to total value of TIF area: $4,000,000 ÷ $10,000,000 = .40 (40%)







Amount of increment to be deducted from total valuation of entity: $2,000,000 x .40 = $800,000 Certified net total valuation of entity for levying purposes: $4,000,000 - $800,000 = $ 3,200,000



Example 2: Entity overlaps TIF area boundary



FIRE DISTRICT



635 636 637 638 639 640 641 642



TIF area total assessed valuation TIF increment assessed valuation Entity total assessed valuation



$10,000,000 $ 2,000,000 $ 4,000,000



1. Entity assessed valuation within the TIF area$ 1,000,000 2. Percent of entity TIF value to total value of TIF area: 44



643 644 645 646 647 648 649 650 651 652 653 654 655 656 657 658 659 660 661 662 663 664 665 666 667 668 669



$1,000,000 ÷ $10,000,000 = .10 (10%) 3. Amount of increment to be deducted from total valuation of entity: $2,000,000 x .10 = $200,000 Certified net total valuation of entity for levying purposes: $4,000,000 - $200,000 = $ 3,800,000 EXCEPTION: 20-YEAR EXTENSION GRANTED TO DDA As discussed above under 20-Year Extension to DDA TIF Area, a municipality may grant a 20-year extension of TIF in a DDA area, after which the DDA receives only 50 percent of the revenue attributable to the increment value, unless a different percentage is negotiated with a taxing entity and certified to the assessor. No later than August 1 of each year, the governing body certifies to the assessor the distribution percentages to the special fund for each taxing entity. When certifying values, the assessor applies the appropriate distribution percentage to the increment value and certifies only that percentage of increment value to the entity. However, the assessor reports the full value of the TIF area on the Abstract of Assessment. The following illustration is an example of how an assessor can use a spreadsheet to track multiple different percentages to the DDA special fund based on different agreements with taxing entities. In this example, the first taxing entity is the St. Vrain School District, who shares back 100% from their general fund, but only the required 50% of revenue from their voter-approved mill levy override.
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Increment * $5,367,623 14.25% $5,367,623 14.25% $10,735,246 28.51% $7,906,559 21.00% $10,735,246 28.51% $5,367,623 14.25% $5,367,623 14.25% $5,367,623 14.25%



Mill Levies. For 2013 they will be replaced with the 2013 mill levies that will be certified in December 2013.



$2,348,335



$14,127,024



0.006798 $111,999 43.75%



$16,475,359



676 Effective Base $32,290,340 $26,922,717 $29,761,570 79.03% Gross Effective Assessed Increment Value Mill Levy $5,367,623 $37,657,963 0.02839 $10,735,246 $37,657,963 0.025289 $7,896,393 $37,657,963 0.053679 20.97% 100.00%



*These are the the increment and base values that should be certified to each taxing entity ** The mill levies used in this template worksheet are for illustration and are derived from Boulder County 2012 Certifification of 



%  Taxing entities located within DDA  contribution  Boundary to TIF St. Vrain SD Bond & Override 50% St. Vrain SD General Fund & abateme 100% Aggregated Total Aggregated



For calculations used to aggregate St. Vrain School District's split contribution see sheet 2



50% Effective Base/Increment Split St. Vrain School District Bond and Override 50% Effective Base/Increment Split St. Vrain School District General Fund only 100% Effective Base/Increment Split St. Vrain School District Aggregation * Aggregated Effective Base/Increment Split City of Longmont 100% Effective Base/Increment Split Longmont GID #1 50% Effective Base/Increment Split Northern Colorado Water 50% Effective Base/Increment Split St. Vrain Left Hand Water 50% Effective Base/Increment Split



Boulder County



Taxing Entities Located within DDA Boundary



678 679 Total Revenue  Revenue  Revenue  Mill Levy Collected By  Distributed to  Distributed to  TIF Fund Entity Effective Base* Total Assessed (see note)** Treasurer $32,290,340 $37,657,963 0.02512 $945,968 $811,133 $134,835 85.75% 85.75% 14.25% $32,290,340 $37,657,963 0.02839 $1,069,110 $916,723 $152,387 85.75% 85.75% 14.25% $26,922,717 $37,657,963 0.025289 $952,332 $680,849 $271,484 71.49% 71.49% 28.51% $29,751,404 $37,657,963 0.053679 $2,021,442 $1,597,026 $424,416 79.00% 79.00% 21.00% $26,922,717 $37,657,963 0.01342 $505,370 $361,303 $144,067 71.49% 71.49% 28.51% $32,290,340 $37,657,963 0.006798 $255,999 $219,510 $36,489 85.75% 85.75% 14.25% $32,290,340 $37,657,963 0.001 $37,658 $32,290 $5,368 85.75% 85.75% 14.25% $32,290,340 $37,657,963 0.000184 $6,929 $5,941 $988 85.75% 85.75% 14.25%
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Effective 
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%  Contribution  to TIF



674



TOTAL 2013  31st YEAR TOTAL ASSESSED INCREMENT Adjusted Base 2013 $37,657,963 $10,735,246 $26,922,717 100.00% 28.5072% 71.4928%



670 671 672 673



Total  Revenue  Revenue  Revenue  Collected By  Distributed to  Distributed to  Treasurer Entity TIF Fund $1,069,110 $916,723 $152,387 $952,332 $680,849 $271,484 $2,021,442 $1,597,571 $423,870 100.00% 79.03% 20.97%
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LISTING INCREMENT IN CERTIFICATION OF LEVIES REPORT Counties with a TIF must complete an additional page in the Certification of Levies and Revenue form (DLG Form 3-CLR). When there is an increment, this form specifies the following:  the name of the tax increment authority,  the name of each entity that levies a tax in the tax increment area,  the assessed value of the increment for each entity and the amount of revenue generated from the increment by each entity, and  the total assessed value and the amount of revenue generated from the TIF area. When there is an increment in the tax increment financing area, the county commissioners make the same levy for both the increment portion and the base portion of value. Thus, if the total levy of the taxing entities within the area is 90 mills, the levy for the increment is also 90 mills. INFORMATION LISTED IN TAX WARRANT Section 39-5-129, C.R.S., states in part, "At the end of the warrant, the aggregate of all taxes levied shall be totaled, balanced, and prorated to the several funds of each levying authority, and the treasurer shall be commanded to collect all such taxes." In the case of a TIF area in which there is an increment, the property taxes for that area are totaled at the end of the tax roll. The proper amounts of the total taxes attributable to the base valuation are prorated to each taxing entity in the area according to the mill levy for each such entity. The total taxes attributable to the increment valuation are prorated to the special fund of the URA or DDA. These prorations can be made by percentages or mill levies. An illustration of how this can be done in a summary at the end of the tax warrant follows, using the example shown in "No Separate Mill Levy for Increment" of this section: Assume the total base valuation is $1,000,000 and the increment valuation is $400,000, resulting in a total assessed valuation for the URA or DDA area of $1,400,000. Assume also that there are four taxing entities within the area and their current mill levies are: County City School district Special improvement district Total Mill Levy



.020 .015 .050 .005 .090



Total ad valorem taxes to be collected for area: $1,400,000 x .090 = $126,000 Ad valorem taxes to be received by above four taxing entities: $1,000,000 x .090 = $ 90,000 Ad valorem taxes to be paid into URA or DDA special fund: $400,000 increment x .090 = $36,000 Example: Treasurer’s proration of taxes by mill levies: County City School district



.020 x $1,000,000 base = .015 x $1,000,000 base = .050 x $1,000,000 base =



$ 20,000 15,000 50,000 47



736 737 738 739 740 741 742 743 744 745 746 747 748 749 750



Special imp. district .005 x $1,000,000 base =



5,000 $ 90,000



Example - Treasurer's proration of taxes by percentage: The total ad valorem taxes to be collected for the tax increment financing area is $126,000. The percentage distributions of the total are computed as follows: County $ 20,000  $126,000 = City 15,000  $126,000 = School district 50,000  $126,000 = Special imp. district 5,000  $126,000 = URA or DDA fund 36,000  $126,000 = $ 126,000



15.8730% 11.9048% 39.6825% 3.9683% 28.5714% 100.0000%
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DETERMINING THE FINAL YEAR
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CALCULATING THE BASE AND INCREMENT A TIF plan may exist for a period not to exceed 25 or 30 years, except in the case of a DDA 20-year extension described previously. The only exception would be if the underlying bonds are in default. The original base is calculated from the values last certified by the assessor prior to the approval of the plan containing the TIF provision. If the plan was approved prior to the assessor first certifying values for the current year, the value of the initial base reflects the values as certified on or before the final certification of values in the prior year. If the plan was approved after the first certification of values or after the final certification of values, the initial base reflects the most current values as certified in the current year. Values are first certified by the assessor no later than August 25 of each year, and they are recertified no later than December 10 of each year. In either case, the first year in which it is possible to have an increment value is the year following the assessment year used for establishing the initial base. Regardless of a plan’s approval date, the Division believes that the General Assembly intended for each URA and DDA to be eligible for the maximum 25 or 30 tax years of TIF revenue. Therefore, unless the approved plan specifies a more limited time frame, or the authority notifies the assessor that the indebtedness has been paid, the assessor should calculate base and increment for 25 or 30 consecutive tax years from the year used to establish the initial base. NOTE: The statutory deadline for certifying values to taxing entities has changed several times over the last 30 years, as shown in the following table. Therefore, the assessor’s records should indicate the tax year that was used for establishing the initial base value. Statutory Certification Deadline September 15 September 25 October 10 August 25



Years Applied 1976-1987 1988 1989-1992 1993 - current



Example 1: TIF Plan Approved Before Values are Certified



A UR plan with a TIF provision was approved on July 1, 1984. The initial base was established using 1983 certified values. Tax year 1984 was year one because it was the first year with the potential for an increment. The final year for calculating the base and increment is determined as follows: 1983 + 25 = 2008 (taxes collectable in 2009). 48



791 792 793 794 795 796 797 798 799 800 801 802 803 804 805 806 807 808 809



Example 2: TIF Plan Approved After Values are Certified



A DD plan with a TIF provision was approved on November 30, 1984. The initial base was established using 1984 certified values. Tax year 1985 was year one. The final year for calculating the base and increment is determined as follows: 1984 + 30 = 2014 (taxes collectable in 2015). FINAL YEAR REVENUE Property tax revenue is collected in arrears from mill levies that are certified to generate a pre-determined annual revenue amount. For TIF, the anticipated revenue is calculated and divided at the time mill levies are certified, but some revenue is collected and/or adjusted after 25 or 30 years have expired from the date on which the TIF provision was adopted. If the original base reflected values from the tax year in which the plan was approved (Example 2 above), the act of certifying the final year levies itself is likely to occur after 25 years have passed from the date on which the plan was approved. It is the Division’s position that the General Assembly intended for the TIF area to receive its proportionate share of revenue collected on tax bills issued pursuant to the tax warrant for the final tax year (year 25 or 30), even if the levies were certified more than 25 years and zero days from the date on which the plan was approved.
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ABATEMENTS ON PROPERTY IN A TIF AREA



811 812 813 814 815 816 817 818



Section 31-25-107(9)(a)(III), C.R.S., clarifies that an authority is obligated to repay its portion of revenue lost through abatements and refunds. The law allows county treasurers to offset future property tax payments to URAs and DDAs on a pro rata basis. It requires that authorities make adequate provision for the return of overpayments and allows them to establish a reserve fund for that purpose or enter into an agreement to have the municipality in which the authority is established repay the money. If insufficient moneys are provided, the county treasurer may offset other allocations to the municipality. Any money that is required to be repaid cannot be pledged by the authority to repay bonds.
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COURT CASES RELATED TO URA AND TIF ISSUES



820 821 822 823 824 825 826 827 828 829 830 831 832 833 834 835 836 837 838 839 840 841 842



Following are some important court cases that assessors may refer to in order to gain a better understanding of how courts have interpreted TIF statutes. All of these are related to URAs but may be considered relevant when reviewing issues related to DDAs. Salient Issue: TIF Provision  



Denver Urban Renewal Auth. v. Byrne, 618 P.2d 1374 (Colo. 1980) Northglenn Urban Renewal Auth. v. Reyes, 2013 COA 24, 300 P.3d 984



Salient Issue: Blight     



Rabinoff v. District Court, 145 Colo. 225, 360 P.2d 114 (1961). Interstate Trust Bldg. Co. v. Denver Urban Renewal Auth., 172 Colo. 427, 473 P.2d 978 (1970) Tracy v. City of Boulder, 635 P.2d 907 (Colo. App. 1981) City County of Denver v. Block 173, 814 P.2d 824 (Colo. 1991) Arvada Urban Renewal Auth. v. Columbine Prof'l Plaza Ass'n., 85 P.3d 1066 (Colo. 2004)



Salient Issue: Standing   



E. Grand Co. Sch. Dist. 2 v. Winter Park, 739 P.2d 862 (Colo. App. 1987) Boulder County Bd. of Comm'rs v. City of Broomfield, 7 P.3d 1033 (Colo. App. 1999) Olson v. City of Golden, 53 P.3d 747 (Colo. App. 2002)
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