
All Things Taxation 

Funding Colorado Public Schools, Cities, 
Counties, Fire Protection Districts, and Other 
Special Districts 
BY PAM FEELY, CPA, MBA 

Public schools, county governments, fire 

protection districts, and other special 

districts rely on property taxes to fund the 

services they provide to their communities. 

While cities generally rely on sales taxes, 

property taxes may supplement those revenues. 

In fall 2016, elected officials and managers 

of these entities gasped when Colorado's 

property tax administrator released the 2017 

preliminary residential assessment rate (RAR). 

It was dropping to 6.56% of a residence's value 

from the current 7.96% - an over 20% rate 

decrease. How was that possible? 

GALLAGHER AND TABOR 
We got here through the intersection of two 

amendments to the Colorado Constitution 

approved by voters. The Gallagher 

Amendment, enacted in 1982, limits 

growth in residential property tax rates. The 

Taxpayer Bill of Rights (TABOR), enacted 

in 1992, limits growth in overall government 

spending and requires that taxpayers vote on 

any tax increases. 

Prior to the passage of the Gallagher 

Amendment, no formal system existed for 

county assessors to value property. Some 

counties re-evaluated properties every few 

years while others were more casual about the 

process. County assessors used up to seven 

methods to value property, and statewide 

property valuation was inconsistent. 

The Amendment did the following: 

• Reduced the number of methods county 
assessors use in computing actual value 
of the property to three: cost, market, 
and income approaches. 

• Limited residential property valuation 
to the cost or market approach. 

• Established commercial property 
assessment at 29% of value. 
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• Established Agricultural land valuation 
using the income method only. 

• Established a statewide percentage 
of commercial property bearing 
approximately 55% of the total property 
tax liability. 

• Established a two-year re-evaluation 
process. 

• Allowed the residential assessment rate 
to go up or down to maintain the 45% 
- 55% split. 

Taxpayers loved the Gallagher Amendment 

and passed it by a 65%-35% margin. 

Post 1982, anti-growth and taxation 

limitation forces continued to push for 

smaller government. In 1992, Colorado 

voters passed TABOR which specifically 

requires the RAR to increase only through a 

statewide vote. 

As Colorado's residential property valuation 

increased during the past three decades, 

the RAR decreased. By 2003 the RAR was 

reduced to 7.96% where it has remained 

until 2018. The 2003 decrease reRects the 

impact of the dot-com bubble and following 

recession. Property values barely had time 

to recover before the great recession hit. 

The result: The RAR remained constant 

for 14 years. 

Because residential property values increased 

along the Front Range coupled with a 

decrease in oil and gas production over the 

last two years, the RAR will go down. The 

question for local agencies was, "By how 

much?" The initial estimate was 6.56% 

to maintain the 55%-45% commercial/ 

residential ratio. 

WHAT'S NEXT? 
The Gallagher Amendment is successfully 

keeping property tax bills lower than 

the rapid increase in home values. As an 

example, a couple with five children, two 

dogs, and a mother moved into a residential 

property in Lakewood, Colo. in 1981. In 

1983, the property was valued for property 

tax purposes at $71,000. Over the next 34 

years, the property increased in actual value 

to $475,000. J 

The following table shows the property's 

actual value and assessed value at various 
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Year 
Residential Actual Residential Assessed Residential Assessed 

Value Value at 21% Value at 7.96% 

1981 $71,000 $14,910 

2002 $310,000 $65,100 $24,676 

2016 $325,000 $68,250 $25,870 

2017 $475,000 $99,750 

Value Increase 
669% 669% % 

times between 1981 and 2017. The 

property's value has increased 669% while 

the amount subject to property tax has 

increased 254%, at the 7.96% assessment 

rate. The Denver/Boulder CPI between 

1982 and 2015 increased 240%.2 

Note that the RAR is computed statewide, 

and not all residential property has increased 

in value to the same extent as residential 

property between Castle Rock and Fort 

Collins. Residential values in the rest of the 

state have stayed stagnant or decreased. 

Each year government entities create their 

budgets by computing their local property 

tax rate (mill levy) on the total assessed 

valuation of the taxing authority. The 

governmental entity has the ability to lower 

its approved mill levy but cannot increase it 

without a vote of its taxpayers. 

For those local governments in areas where 

values have not experienced the dramatic 

'Jefferson County Assessor's Office 

254% 

residential increase as in the Denver 

metropolitan area, a RAR of 6.56% means 

a huge reduction in revenue that would 

impact services. School district reductions 

are backfilled by the State of Colorado while 

other types of governments are left to make 

up the shortfall from either reserves or asking 

voters for a mill levy increase. If the RAR 

comes in at 6.56%, the impact on the state 

budget with the requirement to backfill the 

loss to local school districts means legislators 

would need to make some hard choices. 

In June of even years, county assessors begin 

the process of revaluing all commercial and 

residential property. They send the information 

to the Property Tax Administrator, and the 

process of compiling the data begins. In 

November 2016, the Administrator released 

the preliminary RAR based upon the 

information collected and processed to date. 

The next step in the process is to present 

the information to the Colorado General 

'Colorado Legislative Council Staff 

Residential Assessed Residential Assessed 
Value at 7.2% Value at 6.56% 

$34,200 $31,160 

229% 209% 

Assembly in January and again in April with 

the final number. The legislature votes on 

the final ratio. 

The Property Tax Administrator 

and the Board of Equalization's final 

recommendation was made to the legislature 

in April, 2017. The RAR for the next two 

years was ultimately set at 7.2%, as set 

forth in House Bill 17-1349. See the table 

above for the impact of the 7.2% rate. Now 

local governments are reviewing their 2018 

- 2019 budgets to see if they are able to 

weather the potential decrease in revenues by 

using reserves or asking their voters for a mill 

levy increase . .& 

COCPA member Pam Feely, CPA, MBA, 

consults on campaign finance issues, chairs the 

Fire and Police Pension Association of Colorado 

Board of Trustees, and serves as president of the 

West Metro Fire Rescue Board of Directors. 

Contact her at pamfeely@aoLcom. 
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