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INTRODUCTION

General Overview of Tax Code Requirement

Passage of Senate Bill 1652 in 2005 amended the Property Tax Code to require each Appraisal District to prepare a biennial reappraisal plan.  The following details the Tax Code requirements:

The Written Plan

Section 6.05, Property Tax Code, is amended by adding Subsection (i) to read as follows:


(i)
To ensure adherence with generally accepted appraisal practices, the board of     

directors of an appraisal district shall develop biennially a written plan for the periodic reappraisal of all property within the boundaries of the district according

to the requirements of Section 25.18 and shall hold a public hearing to consider

the proposed plan.  Not later than the 10th day before the date of the hearing, the

secretary of the board shall deliver to the presiding officer of the governing body of each taxing unit participating in the district a written notice of the date, time and place of the hearing.  Not later than September 15 of each even numbered year, the board shall complete its hearing, make any amendments, and by resolution finally approve the plan.  Copies of the approved plan shall be distributed to the presiding officer of the governing body of each taxing unit participating in the district and to the comptroller within 60 days of the approval date.

                            Plan for Periodic Reappraisal

Subsections (a) and (b), Section 25.18, Property Tax Code, are amended to read as follows:

(a)       Each appraisal office shall implement the plan for periodic reappraisal of property 

            approved by the board of directors under Section 6.05(i).

(b)      The plan shall provide for the following reappraisal activities for all real and

            personal property in the district at least once every three years:

(1) Identifying properties to be appraised through physical inspection or by other 

reliable means of identification, including deeds or other legal documentation,

aerial photographs, land-based photographs, surveys, maps, and property

sketches;



(a) PCAD’s Record Department receives listings of all deeds filed in Parker County from the County Clerk’s office.  Deeds are read and abstracted by the Record’s Department.  Information is recorded in the computer assisted mas appraisal (CAMA) software including grantor, grantee, date of recording, volume, and page in the county clerk’s records.  A permanent property identification number is assigned to each parcel of property.



Business personal property is located by canvassing the county street by street, using data sources such as yellow pages, sales tax permit holder lists, and other business listing publications to ensure that all property owners are located.  All businesses are mailed a rendition around January 1 of each year.  Owners are required by state law to list all their business personal property.  Failure to render results in an immediate 10% penalty and a possible 50% penalty if fraud is involved in a false rendition.  Renditions are also required of utility companies, railroads, and pipelines. 


Gas wells are discovered using Texas Railroad Commission records.  Production sheets for all the leases are also provided.  Ownership of these royalty interests are determined by records known as division orders, which are provided by the operator of the lease.  



Maps have been developed for years that show ownership lines for all real estate.  These GIS maps are stored digitally using software from ESRI, the industry leader of geographic software.  Aerial photographs (aka-Pictometry) of the county were flown in January, 2018, which show excellent detail of land and improvements as of that date.  Also, change detection software flags those parcels that have changed since the 2016 flight.  The maps are available to the appraisal district staff on their computer desktops, the district website (parkercad.org), and to the general public in the public access area of the district.
(2) Identifying and updating relevant characteristics of each property in the

appraisal records;

(a) Real estate is physically reviewed every other year, but in some areas, each year. 

Appraisers drive to neighborhoods within the towns and cities of Parker County and gather data about each home, commercial business, or vacant land tract.  The appraisers inspect each property noting the condition of the property and observing any changes to the property since the previous re-appraisal.  Digital photos are captured for each account, and updated depending on condition of the subject.  Those pictures are stored in the CAMA system and assist the appraiser in making value decisions.  Other stored data includes, exterior sketch of the improvement which allows the computer to calculate square footage for the various areas of the building, and components within the building such as bathrooms, fireplaces, A/C, roof type, exterior type, etc.  Without permitting in the county, the change detection software flags the new construction, along with any changes made to any structure.


    Business personal property is inspected by the BPP staff.  They look at the quality of inventory, the stocking density, and make general notes about equipment that is observed.  If the inspection is different that the rendition made by the taxpayer, additional information is gathered and a higher value may be assigned than the rendered amount.



    Pritchard & Abbott (contract firm with the district), who appraises oil and gas properties, utilities, railroad, and pipelines, use special software designed specifically for the valuation of leases.  Using the data gathered from various sources, the software helps to determine the decline of a well and project economically recoverable reserves.  Those reserves are then appraised discounting for the time that it will take to recover them from the earth.  Specialized software programs are also used to value utility companies, railroads, and pipelines using the net income that the companies make and allocation those values to the various tax units in the district.
(3) Defining market areas in the district;
(a) Each appraiser in the district is assigned a distinct market area.  These areas are: 

Weatherford, Aledo, Azle, Springtown, Brock, Peaster, Poolville, Millsap, Garner, overlapping areas of Mineral Wells, Lipan, Cresson-Granbury and Perrin-Whitt.   Annually, appraisers combine similar types of property into “neighborhoods” (see Appendix D).  These neighborhoods have improvements that are of similar construction and type as well as similar years of construction.  Market sales are examined to confirm which areas are similar.  For apartments, commercial retail, wholesale, and service retail, the properties are categorized by market demand.  Trade areas with similar rents, quality, and age are combined to analyze and apply sales and rental data (see Appendix E).



   Land is also put into regions or neighborhoods with other parcels having similar characteristics, school districts, and amenities.  Using these neighborhoods, values are applied to all parcels using linear regression formulae.  The regression formulae take into consideration location, size, topography, and other characteristics that the market recognizes as significant.

(4) Identifying property characteristics that affect property value in each market

      area, including:

(a) The location and market area of the property;

(b) Physical attributes of the property, such as size, age, and condition;

(c) Legal and economic attributes; and

(d) Easements, covenants, leases, reservations, contracts, declarations, 

Special assessments; ordinances, or legal restrictions;
(a) Each parcel of property has detailed information recorded in the CAMA 

system.  For land, the legal description, dimensions, zoning, size, available utilities, and special characteristics are noted in a form that can be used and compared with other land parcels.


    Each improvement shows the sketch and dimensions, a digital photo of the improvement, the class which indicated original construction quality, the year of construction of each part of the improvement, the type of roof, the roof covering, the exterior covering of the improvement, number of bathrooms, fireplaces, A/C, and other attributes, and overall condition of the improvement. 
                           (5) Developing an appraisal model that reflects the relationship among the 

property characteristics affecting value in each market area and determines

the contribution of individual property characteristics;
(a) The CAMA system begins with the cost approach to value,  to estimate original 

costs of each improvement.  That cost is based on local modifiers to the Marshall & Swift cost system, a nationally recognized cost estimation system.  By utilizing these cost systems, properties are equalized as to their original cost.  Components measured in the cost include the size of the structure,  number of  bathrooms fixtures, quality of kitchen appliances and number of built-in appliances, type of roof structure, roof covering, exterior covering, special features such as fireplaces, pools, cabinetry and other special amenities.  The market sales are then studied for improvement contributions in each neighborhood and adjustments to cost are applied to each neighborhood in the form of all types of depreciation.  Finally, each structure is rated as to its current condition.  Ratings range from poor to excellent.  Sales are also categorized using the same condition rating system so that sales comparisons will be made to properties of like construction and condition.


    This same concept is used in commercial, industrial, and apartment properties.  Significantly larger neighborhoods or areas are indicated for these properties using sales and income data.



    Oil and gas values are set for each lease in the same manner as analysts appraise a lease.  Economically recoverable reserves are estimated using geological knowledge, decline curves, and production records. And the value assigned is determined using price of product, discounted value of future production, and expenses to produce.  



    Utilities, railroads and pipelines are individually appraised using the three approaches to value.  The appraisal is a “unit appraisal” that looks at the entire company being appraised, the value is based on original cost less depreciation, net income to the company, and comparable sales if they exist.  Then the value for each jurisdiction is set based on the amount of equipment, lines, or customers, within that jurisdiction.
                           (6) Applying the conclusions reflected in the model to the characteristics of the



      properties being appraised; and
(a) By utilizing sales data for each neighborhood, the appraiser measures accrued 

depreciation of structures by condition rating.  Similar properties with similar condition are assigned values per square foot based on the linear regression formulae for that neighborhood.  By utilizing the age, quality, condition, construction components, and other variables, the model is developed and applied to all parcels within the neighborhood. 



    For commercial property and apartments, Economic Index Factors are applied to cost figures to align values with current sales data.  Regions of the community are assigned similar values per square foot for similar age, construction quality, and condition.  Models are developed and the CAMA system applies all the factors and assigns value to each parcel.


(7) Reviewing the appraisal results to determine value.  
(a) After completing the process of assigning values to all parcels within a 

neighborhood using the computer assisted mass appraisal programs, printouts are produced to make comparisons of values per square foot within the neighborhood and comparison of those appraised values per square foot with current sales data from the neighborhood.  A sales ratio is conducted for each neighborhood to determine if the values that have been assigned are within acceptable ranges (95% - 105%).


    Commercial property and apartments are compared by category or type of business.  Office space structures are compared to other office spaces buildings.  Adjustments are made in mass by the commercial appraisal staff utilizing the CAMA system.  All similar improvements are compared to verify reasonableness of value and equality.



    Oil and gas leases are valued individually and values for the entire lease are entered into the CAMA system.  The CAMA system then distributes the value according to the ownership interest specified in the division order of the lease.
Scope of Responsibility

The Parker County Appraisal District has prepared and published this reappraisal plan and appraisal report to provide the Board of Directors, taxing units, citizens and taxpayers with a better understanding of the District's responsibilities and reappraisal activities.  This report has several parts: a general introduction and then, several sections describing the proposed 2019-2020 reappraisal effort by the appraisal departments within Parker County Appraisal District.

The Parker County Appraisal District (PCAD) is a political subdivision of the State of Texas created effective January 1, 1980.  The provisions of the Texas Property Tax Code govern the legal, statutory, and administrative requirements of the appraisal district.  A member Board of Directors, appointed by the taxing units within the boundaries of Parker County, constitutes the district’s governing body.  The chief appraiser, appointed by the Board of Directors, is the chief administrator and chief executive officer of the appraisal district.

Parker County Appraisal District is responsible for local property tax appraisal and exemption administration for 28 jurisdictions or taxing units in the county.  Each taxing unit, such as the county, a city, school district, emergency service district, etc., sets its own tax rate to generate revenue to pay for such things as police and fire protection, public schools, road and street maintenance, courts, water and sewer systems, and other public services.  Property appraisals are values estimated by the appraisal district and used by the taxing units to distribute the annual tax burden.  PCAD also administers and determines eligibility for various types of property tax exemptions that are authorized by the State and local governments; such as those for homeowners, the elderly, disabled veterans, and charitable or religious organizations.

The Texas Property Tax Code contains statutes that guide the administration of property taxes in Texas and provides appraisal district with a comprehensive set of instructions and requirements for the appraisal of real and personal property with its jurisdiction.  Chapter 1, Section 1 includes general provisions and key definitions relative to the appraisal process.  Section 1.04 (7) states, “Market value” means the price at which a property would transfer for cash or its equivalent under prevailing market conditions if:

· (A)  exposed for sale in the open market with a reasonable time for the seller to find a purchaser;

· (B)  both the seller and the buyer know of all the uses and purposes to which the  property is adapted and for which it is capable of being used and of the enforceable restrictions on its use, and;

· (C)  both the seller and buyer seek to maximize their gains and neither is in a position to take advantage of the exigencies of the other.
Per Section 21.01, real property values are determined as of January 1st, unless special appraisal provisions are otherwise provided.  Chapter 23, Subchapter A is entitled “Appraisals Generally” and further defines the scope of work required for local property tax appraisals.  Section 23.01 (a) states that “Except as otherwise provided by Chapter 23, all taxable property shall be appraised based on each property’s worth or market value.”  Section (b) further mandates, “The market value is determined by the application of generally accepted appraisal methods and techniques. If the appraisal district determines the appraised value of a property using mass appraisal standards, the mass appraisal standards must comply with the Uniform Standards of Professional Appraisal Practice.  The same or similar appraisal methods and techniques shall be used in appraising the same or similar kinds of property.  However, each property shall be appraised based upon the individual characteristics that affect the property’s market value, and  all available evidence that is specific to the value of the property shall be taken into account in determining the property’s market value”.  The Chief Appraiser and his staff are further instructed to consider the cost, income and sales comparison methods of appraisal and to use the most appropriate valuation method to determine the market value for each property. 

Section 23.01, subsection (c) was added in 2009 to address the valuation of properties that had been lowered in the previous year under the Remedies (Subtitle F) section of the tax code.  Section 23.01 © prohibits a Chief Appraiser from raising the value of these properties, in the following year unless the increase is supported by substantial evidence.  The subsection also places conditions on the valuation of properties that were lowered in the previous year, related to remedies for unequal appraisal.  Additional instructions were also provided relative to the appraisal of a residential homestead property.  The new provisions in subsection (c) became effective on 1/1/2010.

The remainder of Chapter 23 of the tax code provides for a host of special appraisal provisions
to be used in the valuation of specific types of properties. For example, there are instructions

for the appraisal of residential real property inventory (§ 23.12), dealer’s inventory (§ 23.121,

23.124, 23.1241 and 23.127), taxable leaseholds (§ 23.13), oil or gas interests (§ 23.175),

homeowner’ organization property (§ 23.18), low income, tax credit housing (§ 23.215),

residential homestead property (§ 23.23), agricultural use land (§ 23.41), open-space land (§

23.52), and public access airport property (§ 23.91). The scope of the appraisal assignment will

vary for those properties that are subject to special appraisal provisions as provided by Chapter

23 or Chapter 25 of the property tax code.
The Texas Property Tax Code, under Sec. 25.18, requires each appraisal office to implement a plan to update appraised values for real property at least once every three years.  Parker County Appraisal District’s current policy is to conduct a general reappraisal of real and business personal property value biennially, meaning that a property’s appraised value is established and reviewed for equality and uniformity every other year.  
The district conducts an onsite field review of real property as part of a reappraisal cycle.  Business personal property is verified on an annual basis through various methods.

The appraised value of real and business personal property is calculated using specific information and data about each property.  Utilizing various computer-assisted mass appraisal (CAMA) programs, and generally recognized appraisal methods and techniques, licensed and trained property tax appraisers compare the subject property information with the data for similar properties, and with recent market data.  The district adheres to the standards of the International Association of Assessing Officers (IAAO) regarding its appraisal practices and procedures, and subscribes to the standards promulgated by the Appraisal Foundation known as the Uniform Standards of Professional Appraisal Practice (USPAP) to the extent they are applicable.  USPAP identifies a minimum set of standards that apply in all appraisal assignments.
In cases where the appraisal district contracts for professional valuation services, the contract that is entered into by each appraisal firm requires adherence to similar professional standards.  Policies and procedures are available at the office of each firm contracting with the District.  The outside valuation firm is also required to develop a mass appraisal report and reappraisal plan. 
Appraisal Notification
The Parker County Appraisal District provides values for all taxable property on the PCAD
website annually (parkercad.org).  PCAD’s notification criteria is to mail an appraisal notice
annually to all new owners, any property that had an increase in market value of  $1,000 from
 the prior tax year, all new accounts, any account that had a capped homestead limitation value
 in the prior tax year, all rendered accounts, all mineral accounts and all business personal
 property accounts.
Overview of District Operations
2017 & 2018 Proposed Calendar of Key Events (See Appendix A)

Personnel Resources

The office of the Chief Appraiser is primarily responsible for overall planning, organizing, staffing, coordinating, and controlling of district operations.  The district is organized into five primary departments: Administration, Collections/Support Services, Information Technology/Mapping, Records Department, Appraisal/Residential and Commercial .  The Administration Department’s function is to plan, organize, direct and control the business support functions related to human resources, budget, finance, records management, purchasing, fixed assets, facilities and postal services.  
The Support Services Department performs various functions:  collections, customer service, exemptions administration and Appraisal Review Board support.  The Information Technology Department maintains PCAD’s Information Technology infrastructure and includes the Data Services and GIS/Mapping function.  The Records Department manages all records for the district. 
The Appraisal department is responsible for the valuation of all real and personal property accounts.  The property types appraised include commercial, residential, business personal, mineral, utilities, and industrial.  The district’s appraisers are subject to the provisions of the Property Taxation Professional Certification Act and must be duly registered with the Texas Department of Licensing and Regulation.  

The 2019 and 2020 adopted budgets will provide information for employee positions and classifications.

Staff Education and Training

All appraisal district employees that perform appraisal work are subject to the provisions

contained in the Texas Constitution and Texas Property Tax Code. The Legislature created the

Board of Tax Professional Examiners (BTPE) in 1991 to regulate those who appraise real 

property or assess and collect real property taxes by monitoring compliance with the Property 

Taxation Professional Certification Act, Occupations Code, Chapter 1151 and other rules. In 

December 2008, the Texas Sunset Advisory Committee published a report with a 

recommendation to abolish the BTPE. The Texas Legislature passed HB2447 and

 in September 2009, the BTPE rights, powers and duties were transferred to the Texas 

Department of Licensing and Regulation (TDLR). The bill also created the Texas Tax 

Professional Advisory Committee, with seven members appointed by the Commission of 

Licensing and Regulation, to advise TDLR on tax professional regulatory issues.

TDLR is now responsible for ensuring appraisers are professional, knowledgeable, competent

and ethical. This is accomplished through a statewide program of registration, education,

experience, testing and certification for all property tax professionals. The Comptroller’s

Property Tax Assistance Division has been given the responsibility of reviewing and approving

the appraisal courses and other educational materials.

Appraisers registered with the TDLR have up to five years to take nine appraisal courses and

pass two additional exams in order to achieve certification as a Registered Professional

Appraiser (RPA). During each subsequent five-year period after certification, appraisers must

complete an additional 75 hours of continuing education. Failure to meet these minimum

standards will result in the removal of the employee from an appraiser position. TDLR also

ensures that all registrants comply with the requirements of the Property Taxation Professional

Certification Act and adhere to the set of ethical standards set forth in the Texas Administrative

Code (TAC) Chapter 94.

Additionally, all appraisal personnel receive extensive, on-the-job training in data collection and

valuation methodology. Standardized manuals are provided to ensure uniform and accurate

data collection. Senior personnel provide on-the-job data collection training in the office and the

reappraisal field area. Managers meet regularly with staff to introduce new procedures and

regularly monitor appraisal activity to ensure that all personnel are following standardized

appraisal methods and techniques.
Data

The district is responsible for establishing and maintaining approximately 119,000 real and personal property accounts covering 900 square miles within Parker County.  This data includes property characteristics, ownership, and exemption information.  

Each parcel contains data related to property characteristics, ownership and exemption information.  Accurate ownership and legal description data is maintained by processing recorded deeds and plats that are provided by the Parker County Clerk’s office.  Exemption data, in amounts authorized by State and local governments, is processed in conjunction with various application requirements as stipulated in the State Property Tax Code.

Existing property characteristics data is updated and maintained through physical inspections and other generally accepted methods.  The property data related to new construction and other building permit activity is also collected through an annual field review effort.  Each city within PCAD’s jurisdiction provides permit information either electronically or in paper form.  Comparable sales data is also routinely validated as part of the building field review and reappraisal activities.

General demographic, economic and financial trends, construction cost, market sales and income data are acquired through various sources.  These may include internally generated questionnaires to buyer and seller, public and university research centers, private market data vendors, real estate related publications and telephone contact with buyers, sellers, brokers and fee appraisers, as well as information collected from property owners and agents during the informal appeal and Appraisal Review Board process.  The appraisal departments have appraisal staff assigned to research functions and they are responsible for collecting this type of data.

The district has a geographic information system (GIS) that maintains cadastral maps and various layers of data, including ownership lines, jurisdictional boundaries, and aerial photography.  
The district’s website makes a range of information available for public access, including

information on appraisal district operations. The site also provides links to connect users to

related websites for taxing units, other appraisal districts and state government resources.

Property owners can access additional online information from PCAD’s website (parkercad.org)

that includes property characteristics data, preliminary and certified values, protests and appeal

procedures, property maps, and a tax calendar. 

Downloadable files of related tax information and district forms; including various application

forms, ARB protest notices and business personal property renditions are also available. ARB

protests can be filed on a downloaded form or on-line
Management Information Systems Support
The Systems Administrator and the computer mapping department manage and maintain the district’s data processing facility, software applications, Internet website, and geographical information system.  The district operates from ESRI Arcview server database with cooperative data sharing with the City of Weatherford, County 911, and other county agencies.  The Mainframe hardware/system software is Dell Server PE 2900.  The GIS Mapping Server is a Dell Server PE 2800C with two Seagate external drives.  The user base is networked through the mainframe using Windows 2000 Server.  Southwest Data Solutions provides software services and updates for the appraisal and collection applications.
Shared Appraisal District Boundaries (Overlapping Jurisdictions)

Parker Appraisal District is responsible for thirty-three taxing jurisdictions, covering 897

square miles. Several of these jurisdictions have boundaries that fall outside of Parker County.

During the 2007 reappraisal year, PCAD shared appraisal responsibilities in these overlapping

areas with appraisal districts in Tarrant, Wise, Hood, Palo Pinto, Jack, and Johnson County.

Revisions to Section 6.025 of the Tax Code, effective beginning with the 2008 tax year, now

specify that the appraisal district boundaries are the same as the county’s boundaries.

Coordination of appraisal values, with other appraisal districts, will continue to occur for the

taxable parcels that are split by county jurisdictional lines. 
INDEPENDENT PERFORMANCE TEST

Effective January 1, 2010, Chapter 5.102 of the Texas Property Tax Code was amended by

House Bill 8 to require “at least once every two years, the Comptroller shall review the

governance of each appraisal district, taxpayer assistance provided, and the operating and

appraisal standards, procedures and methodology used by each appraisal district to determine

compliance with generally accepted standards, procedures, and methodology.” The

Comptroller’s Property Tax Assistance Division (PTAD) is currently performing the Methods and

Assistance Program (MAP) review in approximately half of all Texas CADs, including Parker
County. PCAD will be scored and the PTAD will deliver a preliminary report in September 2018,

with draft recommendations for corrections and compliance measures. The PTAD will continue

to work with PCAD to correct any deficiencies throughout the fall of 2018. In December, a final

report will be submitted to TDLR, the PCAD board of directors and the thirteen school districts.
Section 403.302 of the Texas Government Code was also amended to change the frequency of

the property value study (PVS) for school districts from an annual to a biennial process. As a

part of the annual study, the Code requires the Comptroller to: use sales and recognized

auditing and sampling techniques; review each appraisal district’s appraisal methods, standards

and procedures to determine whether the district used recognized standards and practices

(MSP review); test the validity of school district taxable values in each appraisal district and

presume the appraisal roll values are correct when values are valid; and, determine the level

and uniformity of property tax appraisal in each appraisal district. The methodology used in the

property value study includes stratified samples to improve sample representativeness and

techniques or procedures of measuring uniformity. This study utilizes statistical analysis of sold

properties (sale ratio studies) and appraisals of unsold properties (appraisal ratio studies) as a

basis for assessment ratio reporting. For appraisal districts, the reported measures include

median level of appraisal, coefficient of dispersion (COD), the percentage of properties within

5% of the median, the percentage of properties within 25% of the median, and price-related

differential (PRD) for properties overall and by state category (i.e., categories A, B, C, D and F1

are directly applicable to real property).
There are 13 independent school districts in Parker County Appraisal District for which appraisal rolls are annually developed.  The preliminary results of this study are released January of the year following the year of appraisement.  The final results of this study are certified to the Education Commissioner of the Texas Education Agency (TEA) in the following July of each year for the year of appraisal.  The ratio study is used in determining state funding for the school districts in Parker County.  This outside (third party) ratio study provides additional assistance to  PCAD in determining areas of market activity or changing market conditions.  Results from the upcoming 2017 Property Value Studies will be reviewed and analyzed by appraisal management.  Geographic areas or property categories with unsatisfactory ratio results will be added to the work plan for the 2019-2020 reappraisal cycle.
Overview of Reappraisal Activities


Overview of Appraisal Responsibilities

The field appraisal staff is responsible for collecting and maintaining property characteristic data for classification, valuation, and information processes.  Accurate valuation of real and personal property by any method requires a comprehensive physical description of personal property, land, and building characteristics.  An effective data collection effort involves an inspection of all real and personal property accounts.  It is the goal of PCAD appraisal departments to periodically complete a thorough, on-site field review of all residential and commercial properties.  Meeting the goal is dependent on budgetary constraints and staffing levels.
Appraisal Resources

· Personnel  - Parker County Appraisal District appraisal activities are accomplished with a staff of appraisers and clerical personnel.  Staffing resource numbers are reflected in the budget, adopted by reference.

· Data - The data used by field appraisers includes the existing property characteristic information contained in CAMA (Computer Assisted Mass Appraisal System) from the district’s computer system.  The data is printed on a property record card (PRC), or personal property data sheets.  Other data used includes maps, sales data, fire and damage reports, building permits, photos and actual cost and market information.  Sources of information are gathered using excellent reciprocal relationships with other participants in the real estate market place.   The district cultivates sources and gathers information from both buyers and sellers participating in the real estate market.

Appraisal Frequency and Method Summary

· Residential Property- Residential property is physically examined every second year by the appraisal staff. The on-site inspection by the appraisal staff determines the size, class, year built, effective year of construction and other property characteristics and features that are used in the cost and sales comparison valuation methods.  Also, the condition of the improvement and looking for changes that might have occurred to the property since the last inspection.  In some subdivisions where change of condition is frequent, homes are examined annually.  Digital photos are taken of homes upon inspection.  Every subdivision is statistically analyzed biennially to ensure the sales that have occurred in the subdivision during the past 24 months are within a +-3% range of appraised value.  If the sales do not indicate that range, adjustments are made to the subdivision using a process outlined in detail in the Residential Appraisal section of this report.  Vacant rural land is valued using comparable sales.  Lot values in subdivisions are computed by market sales, or if unavailable, as an allocated percentage.  
· Commercial Property- Commercial and industrial real estate is verified by attempting to field observe and photograph each property at least once every second year to confirm class, condition and other property data.  Properties are also reviewed as part of an annual building permit inspection process.  The appraisers determine highest and best use and define the economic unit characteristics for a grouping of associated accounts.  On a biennial basis, commercial market values are established using generally accepted appraisal methods and techniques.  Land values are generally determined using comparable sales.  For improved properties, appraisers consider the cost, sales comparison and income approaches and then reconcile the final value, based on the quality and availability of the most accurate and credible data for each valuation approach. 
The income approach to value is utilized to appraise larger valued          commercial properties such as shopping centers, apartment complexes, office buildings, restaurants, motels and hotels, and other types of property that typically sell based on net operating income.  
· Business Personal Property- The Business personal property staff reappraises businesses each year through various discovery methods.  Business personal property appraisers utilize survey letters, phone calls, and on-site inspections of businesses to verify ownership, Standard Industrial Code (SIC) classification, quality and density of inventory, furniture and fixtures and other key information.  The cost approach is the predominant techniques used to value personal property.  Cost tables are developed for each SIC classification using actual historical cost data and market data from generally accepted cost valuation sources.  Depreciation schedules are reviewed and adjusted as necessary.  Business owners are required to annually file rendition reports and list key information about their tangible personal property assets.  Appraisers consider information from field observations, SIC models and owner’s rendition values when determining the market value of the business personal property.  
· Minerals- Working and royalty interests of producing oil and gas wells are appraised annually.  The most recent production data available from the Texas Railroad Commission is downloaded into appraisal software that estimates economically recoverable reserves.  Those reserves are then valued based upon State mandated pricing using the previous year’s average of oil or gas values.  A discount is applied over the anticipated life of the well in order to consider the value of money over time to recover those reserves.  Each producing gas well is valued as a unit and that total value is divided according to the various owners of the lease listed in division orders.  Parker County Appraisal District contracts with Pritchard & Abbott, Inc. for these services.
· Utilities and Pipelines- Utility companies and pipelines are appraised annually using a unit value developed using all three approaches to value.  For example, a utility company’s total value in the State is estimated using cost, market, and income approaches to value and then the entire value is allocated using the components of that utility company that have situs in the various tax units of PCAD.  Components include such things as miles of transmission lines, miles of distribution lines, substations and the like for an electric utility.  These services are also contracted to Prichard & Abbott, Inc..
PRELIMINARY ANALYSIS

Data Collection/Validation

Data collection of real property involves maintaining data characteristics of the property on CAMA (Computer Assisted Mass Appraisal).  The information contained in CAMA includes site characteristics, such as land size and topography, and improvement data, such as square foot of living area, year built, quality of construction, and condition.  Field appraisers are required to use a property classification system that establishes uniform procedures for the correct listing of real property.  All properties are coded according to a classification system.   The approaches to value are structured and calibrated based on this coding system and property description and characteristics.  The field appraisers use property classification references during their initial training and as a guide in the field inspection of properties.  Data collection for personal property involves maintaining information on software designed to record and appraise business personal property.  The type of information contained in the Business Personal Property file includes personal property such as business inventory, furniture and fixtures, machinery and equipment, with details such as cost and location.  The field appraisers conducting on-site inspections use a personal property classification system during their initial training and as a guide to correctly list all personal property that is taxable.  

Sources of Data

The sources of data collection are through property inspection, new construction field effort, data review/relist field effort, data mailer questionnaires, hearings, sales validation field effort, commercial sales verification and field effort, newspapers and publications, and property owner correspondence by mail or via the Internet.  A principal source of data comes from building permits received from taxing jurisdictions that require property owners to take out a building permit.  Where available, permits are received electronically and loaded to our CAMA system.  Otherwise, paper permits are received and matched manually with the property’s tax account number for data entry.  Area and regional real estate brokers and managers are also sources of market and property information.   Data surveys of property owners requesting market information and property description information is also valuable data.   Soil surveys and agricultural surveys of farming and ranching property owners and industry professionals are helpful for productivity value calibration.  Improvement cost information is gathered from local building contractors and Marshall and Swift Valuation Service.  Various income and rental surveys are performed by interviewing property managers and operators to determine operating income and expenses for investment and income producing real property.   

The sales validation effort in real property pertains to the collection of market data for properties that have sold.  For residential property, the sales validation effort involves on-site inspection by field appraisers to verify the accuracy of the property characteristics and confirmation of the sales price.  For commercial property, the commercial sales group is responsible for contacting sales participants to confirm sales prices and to verify pertinent data.
Property owners are one of the best sources for identifying incorrect data that generates a field check.  Frequently, the property owner provides reliable data to allow correction of records without having to send an appraiser on-site.  As the district has increased the amount of information available on the Internet, property owners have the opportunity to review information on their property.  For the property owner without access to the Internet, letters are sometimes submitted notifying the district of inaccurate data.  Properties identified in this manner are added to a work file and inspected at the earliest opportunity.  Accuracy and validity in property descriptions and characteristics data is the highest goal and is stressed throughout the appraisal process from year to year.   Appraisal opinion quality and validity relies on data accuracy as its foundation.

Data Collection Procedures

The appraisers are assigned specific areas throughout the district to conduct field inspections.  These geographic areas of assignment are maintained for several years to enable the appraiser assigned to that area to become knowledgeable of all the factors that drive values for that specific area.  Appraisers of real estate and business personal property conduct field inspections and record information on the property record card noting any corrections and additions that the appraiser may find in his or her field inspection.

The quality of the data used is extremely important in estimating market values of taxable property.  While work performance standards are established and upheld for the various field activities, quality of data is emphasized as the goal and responsibility of each appraiser.  New appraisers are trained in the specifics of data collection and the classification system set forth and recognized as “rules” to follow.  Experienced appraisers are routinely re-trained in listing procedures prior to major field projects such as new construction, sales validation or data review.  A quality assurance process exists through supervisory review of the work being performed by the field appraisers.  Quality assurance supervision is charged with the responsibility of ensuring that appraisers follow listing procedures, identify training issues and provide uniform training throughout the field appraisal staff.

Data Maintenance

The field appraiser is responsible for the data entry of his/her fieldwork into the computer file.  This responsibility includes not only data entry, but also quality assurance.  The majority of the data collected in the field is input by data entry staff with supervision by the field appraiser.   Data updates and file modification for property descriptions and input accuracy is conducted as the responsibility of the field appraiser and appraisal supervisors. 

INDIVIDUAL VALUE REVIEW PROCEDURES

Field Review

The date of last inspection and the responsible PCAD appraiser are listed on the CAMA record or property card.  If a property owner or jurisdiction disputes the district’s records concerning this data during a hearing, via a telephone call or other correspondence received, the record may be corrected based on the evidence provided or an on-site inspection may be conducted.  Typically, a field inspection is requested to verify this information for the current year’s valuation or for the next year’s valuation.  Every year a field review of real property located in certain areas or neighborhoods in the jurisdiction is done during the data review/re-list field effort.   A field review is performed on all personal property accounts, with available situs, each year.
Office Review

Office reviews are completed on properties where update information has been received from the owner of the property and is considered accurate and correct.  Data mailers, sent in masse, or at the request of the property owner, frequently verify some property characteristics or current condition of the property.  When the property data is verified in this manner, and considered accurate and correct, field inspections may not be required.  The personal property department mails property rendition forms in December of each year to assist in the annual review of the property.

PERFORMANCE TEST

The property appraisers are responsible for conducting ratio studies and comparative analysis.  Ratio studies are conducted on property located within certain neighborhoods or districts by appraisal staff.   The sale ratio and comparative analysis of sale property to appraised property forms the basis for determining the level of appraisal and market influences and factors for the neighborhood.  This information is the basis for updating property valuation for the entire area of property to be evaluated.   Field appraisers, in many cases, may conduct field inspections to insure the accuracy of the property descriptions at the time of sale for this study.   This inspection is to insure that the ratios produced are accurate for the property sold and that appraised values utilized in the study are based on accurate property data characteristics observed at the time of sale.  Also, property inspections are performed to discover if property characteristics had changed as of the sale date or subsequent to the sale date.   Sale ratios should be based on the value of the property as of the date of sale not after a subsequent or substantial change was made to the property after the negotiation and agreement in price was concluded.  Properly performed ratio studies are a good reflection of the level of appraisal for the district.

Residential Valuation Process


INTRODUCTION

Scope of Responsibility

The residential appraisers are responsible for developing equal and uniform market values for residential improved and vacant property.  There are approximately 49,000 residential improved parcels and 8,500 vacant residential parcels in Parker County.

Appraisal Resources

· Personnel - The residential appraisal staff consists of appraisers and clerical data entry staff.  A detailed count may be found in the adopted budget.
· Data - An individualized set of data characteristics for each residential dwelling in Parker County are collected in the field and data entered to the computer.  This property-specific data drives the PCAD computer-assisted mass appraisal (CAMA) approaches to valuation.  Residential appraisal also requires verified sales data, actual construction cost data, and other real estate sources and data.  Appraisers also review various real estate related publications to determine patterns and trends in the market data.
VALUATION APPROACH 

Land Analysis

Residential land valuation analysis is conducted prior to neighborhood sales analysis.  The value of the land component to the property is estimated based on available market sales for comparable and competing land under similar usage.   A comparison and analysis of comparable land sales is conducted based on a comparison of land characteristics found to influence the market price of land located in the neighborhood.   A computerized land table file stores the land information required to consistently value individual parcels within neighborhoods given known land characteristics.  Specific land influences are considered, where necessary, and depending on neighborhood and individual lot or tract characteristics, to adjust parcels outside the neighborhood norm for such factors as access, view, shape, size, and topography.  The appraisers use abstraction and allocation methods to insure that estimated land values best reflect the contributory market value of the land to the overall property value.  Information is gathered from real estate publications and other outside sources including seminars, conferences, and continuing education providers approved through the Property Tax Assistance Division (PTAD) and International Association of Assessing Officers (IAAO) courses.

Area Analysis

Data on regional economic forces such as demographic patterns, regional locational factors, employment and income patterns, general trends in real property prices and rents, interest rate trends, availability of vacant land, and construction trends and costs are collected from private vendors and public sources and provide the field appraiser a current economic outlook on the real estate market.  Information is gathered from real estate publications and other outside sources, including seminars, conferences, and continuing education courses approved by the Property Tax Assistance Division (PTAD).
Neighborhood and Market Analysis

Neighborhood analysis involves the examination of how physical, economic, governmental and social forces and other influences affect property values.  The effects of these forces are also used to identify, classify, and stratify comparable properties into smaller, manageable subsets of the universe of properties known as neighborhoods.  Residential valuation and neighborhood analysis is conducted on various market areas within each of the political entities known as Independent School Districts (ISD).   Analysis of comparable market sales forms the basis of estimating market activity and the level of supply and demand affecting market prices for any given market area, neighborhood or district.   Market sales indicate the effects of these market forces and are interpreted by the appraiser into an indication of market price ranges and indications of property component change considering a given time period relative to the date of appraisal.   Although all three approaches to value are considered, residential sales can best be interpreted and applied using two generally accepted appraisal techniques known as the cost and market or comparable sales approach.  For multiple family properties the Income Approach to value is also utilized to estimate an opinion of value for investment level residential property, in the absence of recent sales data. 

The first step in neighborhood analysis is the identification of a group of properties that share certain common traits.  A "neighborhood" for analysis purposes is defined as the largest geographic grouping of properties where the property’s physical, economic, governmental and social forces are generally similar and uniform.  Geographic stratification accommodates the local supply and demand factors that vary across a jurisdiction.  Once a neighborhood with similar characteristics has been identified, the next step is to define its boundaries.  This process is known as "delineation".  Some factors used in neighborhood delineation include location, sales price range, lot size, age of dwelling, quality of construction and condition of dwellings, square footage of living area, and story height.  Delineation can involve the physical drawing of neighborhood boundary lines on a map, but it can also involve statistical separation or stratification based on attribute analysis.  Part of neighborhood analysis is the consideration of discernible patterns of growth that influence a neighborhood’s individual market.  Few neighborhoods are fixed in character.  Each neighborhood may be characterized as being in a stage of growth, stability or decline.  The growth period is a time of development and construction.  As new neighborhoods in a community are developed, they compete with existing neighborhoods.  An added supply of new homes tends to induce population shift from older homes to newer homes.  In the period of stability, or equilibrium, the forces of supply and demand are about equal.  Generally, in the stage of equilibrium, older neighborhoods can be more desirable due to their stability of residential character and proximity to the workplace and other community facilities.  The period of decline reflects diminishing demand or desirability.  During decline, general property use may change from residential to a mix of residential and commercial uses.  Declining neighborhoods may also experience renewal, reorganization, rebuilding, or restoration, which promotes increased demand and economic desirability.

Neighborhood identification and delineation is the cornerstone of the residential valuation system at the district.  All the residential analysis work done in association with the residential valuation process is neighborhood specific.  Neighborhoods are field inspected and delineated based on observable aspects of homogeneity.  Neighborhood delineation is periodically reviewed to determine if further neighborhood delineation is warranted.  Whereas neighborhoods involve similar properties in the same location, a neighborhood group is simply defined as similar neighborhoods in similar locations.  Each residential neighborhood is assigned to a neighborhood group based on observable aspects of homogeneity between neighborhoods.  Neighborhood grouping is highly beneficial in cost-derived areas of limited or no sales, or use in direct sales comparison analysis.  Neighborhood groups, or clustered neighborhoods, increase the available market data by linking comparable properties outside a given neighborhood.  Sales ratio analysis, discussed below, is performed on a neighborhood basis, and in soft sale areas on a neighborhood group basis.

Highest and Best Use Analysis

The highest and best use of property is the reasonable and probable use that supports the highest present value as of the date of the appraisal.  The highest and best use must be physically possible, legal, financially feasible, and productive to its maximum.  The highest and best use of residential property is normally its current use.  This is due in part to the fact that residential development, in many areas, through use of deed restrictions and zoning, precludes other land uses.  Residential valuation undertakes reassessment of highest and best use in transition areas and areas of mixed residential and commercial use.  In transition areas with ongoing gentrification, the appraiser reviews the existing residential property use and makes a determination regarding highest and best use.  Once the conclusion is made that the highest and best use remains residential, further highest and best use analysis is done to decide the type of residential use on a neighborhood basis.  As an example, it may be determined in a transition area that older, non-remodeled homes are economic misimprovements, and the highest and best use of such property is the construction of new dwellings.  In areas of mixed residential and commercial use, the appraiser reviews properties in these areas on a periodic basis to determine if changes in the real estate market require reassessment of the highest and best use of a select category of properties. 
However, in November 2009, the Texas Constitution was amended by voters to limit the appraisal of a residence homestead to its value as a residence homestead, regardless of whether its residential use was the highest or best use.  Therefore, The Texas Property Tax Code, Sec 23.01 (d) states, “The market value of a residence homestead shall be determined solely on the basis of the property’s value as a residence homestead, regardless of whether the residential use of the property by the owner is considered to be the highest and best use of the property.”  This change became effective on 1/1/2010.
VALUATION AND STATISTICAL ANALYSIS (Model Calibration)

Cost Schedules

All residential parcels in the district are valued with a replacement cost estimated from identical cost schedules based on the improvement classification system using a comparative unit method.  The district’s residential cost schedules are estimated from Marshall and Swift, a nationally recognized cost estimator service.  These cost estimates are compared with sales of new improvements and evaluated from year to year and indexed to reflect the local residential building and labor market.   Costs may also be indexed for neighborhood factors and influences that affect the total replacement cost of the improvements in a smaller market area based on evidence taken from a sample of market sales.  The cost schedules are reviewed regularly as a result of recent state legislation requiring that the appraisal district cost schedules be within a range of plus or minus 10% from nationally recognized cost schedules.

A review of the residential cost schedule is performed annually.  As part of this review and evaluation process of the estimated replacement cost, newly constructed sold properties representing various levels of quality of construction in the district are considered.  The property data characteristics of these properties are verified and photographs are taken of the samples.   PCAD replacement costs are compared against Marshall & Swift, a nationally recognized cost estimator, and the indicated replacement cost abstracted from these market sales of comparably improved structures.  The results of this comparison are analyzed using statistical measures, including stratification by quality and reviewing of estimated building costs plus land to sales prices.  As a result of this analysis, a new regional multiplier or economic index factor and indications of neighborhood economic factors are developed for use in the district’s cost process.  This new economic index is estimated and used to adjust the district’s cost schedule to be in compliance with local building costs as reflected by the local market.  

Income Models

The income approach to value may be useful to those real properties that are typically viewed

as “income producing” when sufficient income data is available and where comparable sales are

not present. In the current residential market, the income approach is not generally used.
Sales Information

A sales file for the storage of “snapshot” sales data at the time of sale is maintained for residential real property.  Residential improved and vacant sales are collected from a variety of sources, including: district questionnaires sent to buyer and seller, field discovery, protest hearings, appraisers, informal appeals, various sale vendors, builders, and realtors.  A system of type, source, validity and verification codes has been established to define salient facts related to a property’s purchase or transfer and to help determine relevant market sale prices.   The effect of time as an influence on price was considered by paired comparison and applied in the ratio study to the sales as indicated within each neighborhood area.    Neighborhood sales reports are generated as an analysis tool for the appraiser in the development and estimation of market price ranges and property component value estimates.   Abstraction and allocation of property components based on sales of similar property is an important analysis tool to interpret market sales under the cost and market approaches to value.  These analysis tools help determine and estimate the effects of change, with regard to price, as indicated by sale prices for similar property within the current market.

Monthly time adjustments are estimated based on comparative analysis using paired comparison of sold property.   Sales of the same property were considered and analyzed for any indication of price change attributed to a time change or influence.   Property characteristics, financing, and conditions of sale were compared for each property sold in the pairing of property to isolate only the time factor as an influence on price.  
 Section 23.013 of the Property Tax Code addresses the “Market Data Comparison Method Of

Appraisal”. During the 2009 Legislative session, Section 23.013 subsection (b) was added to

specify that sales used in the market data comparable method should occur within 24 months of

the appraisal date, unless too few sales occurred to produce a representative sample for a

certain type of property. Subsection (c) was added to require appraisal districts to appropriately

adjust comparable sales for changes in the market value of the sales based on the sale date

and subsection (d) includes a list of property characteristics to be considered in determining

comparability between a sale and a subject property. These changes became effective on

January 1, 2010.
Statistical Analysis
The residential valuation appraisers perform statistical analysis annually to evaluate whether estimated values are equitable and consistent with the market.  Ratio studies are conducted on each of the residential valuation neighborhoods in the district to judge the two primary aspects of mass appraisal accuracy--level and uniformity of value.  Appraisal statistics of central tendency generated from sales ratios are evaluated and analyzed for each neighborhood.   The level of appraised values is determined by the weighted mean ratio for sales of individual properties within a neighborhood, and a comparison of neighborhood weighted mean reflect the general level of appraised value between comparable neighborhoods.  
The appraiser, through the sales ratio analysis process, reviews every neighborhood biennially.  The first phase involves neighborhood ratio studies that compare the recent sales prices of neighborhood properties to the appraised values of these sold properties.  This set of ratio studies affords the appraiser an excellent means of judging the present level of appraised value and uniformity of the sales.  The appraiser, based on the sales ratio statistics and designated parameters for valuation update, makes a preliminary decision as to whether the value level in a neighborhood needs to be updated or whether the level of market value in a neighborhood is at an acceptable level.

Market and Cost Reconciliation and Valuation

Neighborhood analysis of market sales to achieve an acceptable sale ratio or level of appraisal is also the reconciliation of the market and cost approaches to valuation.   Market factors are developed from appraisal statistics provided from market analyses and ratio studies and are used to ensure that estimated values are consistent with the market and to reconcile cost indicators.  The district’s primary approach to the valuation of residential properties uses a hybrid cost-sales comparison approach.  This type of approach accounts for neighborhood market influences not particularly specified in a purely cost model.

The following equation denotes the hybrid model used:

MV = MA (RCN – D) + LV
In the cost approach, the estimated market value (MV) of the property equals the land value (LV) plus the market adjustment factor (MA) applied to the replacement cost new of property improvements (RCN) less depreciation (D).  As the cost approach separately estimates both land and building contributory values and uses depreciated replacement costs, which reflect only the supply side of the market, it is expected that adjustments to the cost values may be needed to bring the level of appraisal to an acceptable standard as indicated by market sales.  Thus, demand side economic factors and influences may be observed and considered.  These market, or location adjustments, may be abstracted and applied uniformly within neighborhoods to account for locational variances between market areas or across a jurisdiction.  Whereas, in accordance with the Market Approach, the estimated market value (MV) of the property equals the basic unit of property, under comparison, times the market price range per unit for sales of comparable property.   For residential property, the unit of comparison is typically the price per square foot of living area or the price indicated for the improvement contribution.   This analysis for the hybrid model is based on both the cost and market approaches as a correlation of indications of property valuation.   A significant unknown for these two indications of value is determined to be the rate of change for the improvement contribution to total property value.   The measure of change for this property component can best be reflected and based in the annualized depreciation rate.   This cost related factor is most appropriately measured by sales of similar property.  The market approach, when improvements are abstracted from the sale price, indicates the depreciated value of the improvement component, in effect, measuring changes in depreciation, a cost factor.   The level of improvement contribution to the property is measured by abstraction of comparable market sales, which is the property sale price less land value.  The primary unknown for the cost approach is to accurately measure accrued depreciation affecting the amount of loss attributed to the improvements as age increases and condition changes.   This evaluation of cost results in the depreciated value of the improvement component based on age and condition.    The evaluation of this market and cost information is the basis of reconciliation and indication of property valuation under this hybrid model.

When the appraiser reviews a neighborhood, the appraiser reviews and evaluates a ratio study that compares recent sales prices of properties, appropriately adjusted for the effects of time, within a delineated neighborhood, with the value of the properties’ based on the estimated depreciated replacement cost of improvements plus land value.  The calculated ratio derived from the sum of the sold properties’ estimated value divided by the sum of the time adjusted sales prices indicates the neighborhood level of appraisal based on sold properties.  This ratio is compared to the acceptable appraisal ratio, 96% to 100%, to determine the level of appraisal for each neighborhood.  If the level of appraisal for the neighborhood is outside the acceptable range of ratios, adjustments to the neighborhood are made.   

If reappraisal of the neighborhood is indicated, the appraiser analyzes available market sales, appropriately adjusted for the apparent effects of time, by market abstraction of property components.   This abstraction of property components allows the appraiser to focus on the rate of change for the improvement contribution to the property by providing a basis for calculating accrued depreciation attributed to the improvement component.   This impact on value is usually the most significant factor affecting property value and the most important unknown to determine by market analysis.   Abstraction of the improvement component from the adjusted sale price for a property indicates the effect of overall market suggested influences and factors on the price of improvements that were a part of this property, recently sold.   Comparing this indicated price or value allocation for the improvement with the estimated replacement cost new of the improvement indicates any loss in value due to accrued forms of physical, functional, or economic obsolescence.   This is a market driven measure of accrued depreciation and results in a true and relevant measure of improvement marketability, particularly when based on   multiple sales that indicate the trending of this rate of change over certain classes of improvements within certain neighborhoods.   Based on this market analysis, the appraiser estimates the annual rate of depreciation for given improvement descriptions considering age and observed condition.   Once estimated, the appraiser recalculates the improvement value of all property within the sale sample to consider and review the effects on the neighborhood sale ratio.   After an acceptable level of appraisal is achieved within the sale sample, the entire neighborhood of property is recalculated utilizing the indicated depreciation rates taken from market sales.   This depreciation factor is the basis for trending all improvement values and when combined with any other site improvements and land value, brings the estimated property value through the cost approach closer to actual market prices as evidenced by recent sale prices available within a given neighborhood.   Therefore, based on analysis of recent sales located within a given neighborhood, estimated property values will reflect the market influences and conditions only for the specified neighborhood, thus producing more representative and supportable values.  The estimated property values calculated for each update neighborhood are based on market indicated factors applied uniformly to all properties within a neighborhood.  Finally, with all the market-trend factors applied, a final ratio study is generated that compares recent sale prices with the proposed appraised values for these sold properties.  From this set of ratio studies, the appraiser judges the appraisal level and uniformity in both update and non-update neighborhoods and verifies appraised values against overall trends as exhibited by the local market, and finally, for the school district as a whole.  

Market Adjustment or Trending Factors

Neighborhood, or market adjustment, factors are developed from appraisal statistics provided from ratio studies and are used to ensure that estimated values are consistent with the market.  The district’s primary approach to the valuation of residential properties is the market or sales comparison approach.

Statistical analysis of present appraised value as compared with recent sales determines the appropriate market adjustment for a neighborhood.  Statistical programs developed by the PCAD Information Technology and the Residential Department staffs are used to study market trends and to develop appropriate market adjustments.

SPECIAL APPRAISAL PROVISIONS

Appraisal of Residential Homesteads

Article VIII, Sec. 1 (i) of the Texas constitution allows the legislature to limit the annual percentage increase in the appraised value of residence homestead to 10% under certain conditions.  This limitation is commonly referred to as a Homestead “Capped Value”.  Sec.23.23 of the Tax Code implements the cap on increases in value.  The limited value begins in the second year the property qualifies for a residential homestead exemption.  The appraised value of a qualified residence homestead will be the LESSER of:

(1) the market value of the property for the most recent tax year that the market      value was determined by the appraisal office; or

(2) the sum of:

(A) 10 percent of the appraised value of the property for the preceding tax 
     year;

(B) the appraised value of the property for the preceding tax year; and




(C) the market value of all new improvements to the property
The appraised value of a homestead increases 10% annually or until the appraised value is equal to the market value.  If a limited homestead property sells, the cap automatically expires as of January 1st of the year following the sale of the property and the property is appraised at its market value.  The market value of a limited homestead is maintained, as well as the limited appraised value.

Residential Inventory

Sec. 23.12 of the Texas Property Tax Code provides the definition of market value for inventory.  Inventory includes residential real property that has never been occupied as a residence and is held for sale in the ordinary course of business, if the property is unoccupied, is not leased or rented, and produces no revenue.

Residential inventory is appraised at market value.  The market value of residential inventory is the price at which it would sell as a unit to a purchased who would continue the business.  The residential appraisal staff applies the same generally accepted appraisal techniques to determine the market value of residential real property inventory.

Agricultural Appraisal

The Texas Constitution permits certain kinds of agricultural land to be appraised for tax purposed at a productivity value, rather than at market value.  This special appraisal value is based solely on the land’s capacity to produce agricultural products.  Property qualifying for agricultural appraisal will have a substantial reduction in taxes, based on the difference in special agricultural appraisal and the market value of the property.  Property taxes are deferred until a change of use of the property occurs or, in a much less frequently requested type of special agricultural appraisal, when the ownership changes.  At the time of use or ownership change, taxes are recaptured for up to five previous years, based on the difference in what was paid based on agricultural appraisal, and what would have been paid based on the market value of the property.  Procedures for implementing this appraisal are based on the guidelines published in the Manual for the Appraisal of Agricultural Land, printed December 2016.  A copy may be obtained from the State Comptroller of Public Accounts.

APPLICATION PROCESS

The State Property Tax Code requires an application before land is considered for agricultural valuation.  The deadline for filing a timely application is before May 1.  Late agricultural valuation applications may be filed up to the time the appraisal roll is certified, however a penalty is imposed for late filing.  After an application is filed, the property is inspected to determine its qualification.

Three criteria must be met when determining qualification.

(1). Use – Land must be currently devoted principally to agricultural use.

(2). Degree of Intensity – The agricultural use must be to the degree of intensity generally accepted in the area.

(3). History of Use – The land must have been devoted principally to agricultural use for five (5) of the preceding seven (7) years.  Land located within an incorporated city or town must have been devoted principally to agricultural use continuously for the preceding five (5) years.

When the land’s use qualifications have been reviewed, one of three actions will be taken.

Application is Denied – Property owner is notified by certified mail and given 30 days to appeal the decision to the Appraisal Review Board.

Application is Approved – Property owner is notified of the decision and the productivity land appraised value.  Once approved, the property remains valued as a special agricultural use until a change of use occurs, or the ownership changes.  If the property’s use remains unchanged and only ownership has changed, the new owner is notified and is required to timely apply for special agricultural valuation.

Disapprove the Application and Request More Information- The application is disapproved and the applicant is allowed thirty (30) days to provide additional information, otherwise the application is denied.  When requested information is provided, it is added to data already collected to arrive at a final decision.

INDIVIDUAL VALUE REVIEW PROCEDURES

Field Review
The appraiser identifies individual properties in critical need of field review through sales ratio analysis, ARB hearings, building permits, property owner’s requests, aerial photography, and other sources.  Sold properties are field reviewed on a monthly and periodic basis to check for accuracy of data characteristics.

As the district's parcel count has increased through new home construction, and the homes constructed in the boom years of the late 70's and early 80's experience remodeling, the appraisers are required to perform the field activity associated with transitioning and high demand neighborhoods.  Increased sales activity has also resulted in a more substantial field effort on the part of the appraisers to review and resolve sales outliers.  Additionally, the appraiser frequently field reviews subjective data items such as quality of construction, condition, and physical, functional and economic obsolescence, factors contributing significantly to the market value of the property.  After preliminary estimates of value have been determined in targeted areas, the appraiser takes valuation documents to the field to test the computer-assisted values against his own appraisal judgment.  During this review, the appraiser is able to physically inspect both sold properties and unsold properties for comparability and consistency of values.

Office Review

Once field review is completed, the appraiser conducts a routine valuation review of all properties as outlined in the discussion of ratio studies and market analysis.  Valuation reports comparing previous values against proposed and final values are generated for all residential improved and vacant properties.  The percentage of value difference are noted for each property within a delineated neighborhood allowing the appraiser to identify, research and resolve value anomalies before final appraised values are released.  Previous values resulting from a hearing protest are individually reviewed to determine if the value remains appropriate for the current year.

Once the appraiser is satisfied with the level and uniformity of value for each area within his area of responsibility, the estimates of value are prepared for a “Notice of Appraised Value”.

PERFORMANCE TESTS

Sales Ratio Studies

The primary analytical tool used by the appraisers to measure and improve performance is the ratio study.  The district ensures that the appraised values that it produces meet the standards of accuracy in several ways.  Overall sales ratios are generated for each ISD to allow the appraiser to review general market trends within their area of responsibility, and provide an indication of market appreciation over a specified period of time.  The PC-based ratio studies are designed to emulate the findings of the state comptroller’s annual property value study for category A (residential) property.  

Management Review Process

Once the proposed value estimates are finalized, the appraiser reviews the sales ratios by neighborhood and presents pertinent valuation data, such as weighted sales ratio and pricing trends, to the appraisal supervisors and the Chief Appraiser for final review and approval.  This review includes comparison of level of value between related neighborhoods within and across jurisdiction lines.  The primary objective of this review is to ensure that the proposed values have met preset appraisal guidelines appropriate for the tax year in question. 

Residential Neighborhoods

A listing of all Residential Neighborhoods has been provided in Appendix D. Based on the 

Residential Division’s pending in-house ratio studies to be conducted in 2019 any neighborhood

 whose ratio is less than 95% or greater than 105% will be targeted for reappraisal assuming

 sufficient and adequate sales data. A complete listing of those neighborhoods reappraised in 

2019 will be available for review May 1, 2019. (see Appendix D)

Commercial And Industrial Property Valuation Process


INTRODUCTION


Appraisal Responsibility

This mass appraisal assignment includes all of the commercially described real property which falls within the responsibility of the commercial valuation appraisers of the Parker County  Appraisal District and located within the boundaries of this taxing jurisdiction.   Commercial appraisers appraise the fee simple interest of properties according to statute and court decisions.  However, the effect of easements, restrictions, encumbrances, leases, contracts or special assessments are considered on an individual basis, as is the appraisement of any non-exempt taxable fractional interests in real property (i.e. certain multi-family housing projects).  Fractional interests or partial holdings of real property are appraised in fee simple for the whole property and divided programmatically based on their prorated interests.

Appraisal Resources

Personnel – Each appraiser is assigned an ISD, with the responsibility of valuing all real property.  This area of responsibility includes commercial improved real property, vacant commercial land, and vacant acreage within the assigned ISD area.  The improved real property appraisal responsibilities are categorized according to major property types of multi-family or apartment, office, retail, warehouse and special use (i.e. hotels, hospitals and, nursing homes).  Each appraiser is responsible for collection, processing, and maintaining sales and income information that is used in the valuation process.  

Data  - The data used by the commercial appraisers includes verified sales of vacant land and improved properties and the pertinent data obtained from each (sales price levels, capitalization rates, income multipliers, equity dividend rates, marketing period, etc.).  Other data used by the appraisers includes actual income and expense data (typically obtained through the hearings process), actual contract rental data, leasing information (commissions, tenant finish, length of terms, etc.), and actual construction cost data.  In addition to the actual data obtained from specific properties, market data publications are also reviewed to provide additional support for market trends.
PRELIMINARY ANALYSIS

Market Study

Market studies are utilized to test new or existing procedures or valuation modifications in a limited sample of properties located in the district and are also considered and become the basis of updating whenever substantial changes in valuation are made.  These studies target certain types of improved property to evaluate current market prices for rents and for sales of commercial and industrial real property.  These comparable sale studies and ratio studies reveal whether the valuation system is producing accurate and reliable value estimates or whether procedural and economic modifications are required.  The appraiser implements this methodology when developing cost approach, market approach, and income approach models.

Parker County Appraisal District coordinates its discovery and valuation activities with adjoining appraisal districts.  Numerous field trips, interviews and data exchanges with adjacent appraisal districts have been conducted to ensure compliance with state statutes.  In addition, PCAD administration and personnel interact with other assessment officials through professional trade organizations including the International Association of Assessing Officers, Texas Association of Appraisal Districts and its subchapter Texas Metropolitan Association of Appraisal Districts and the Texas Association of Assessing Officers.  PCAD’s goal is to maintain appraisal skills and professionalism by continuing education in the form of courses that are offered by several professional associations such as International Association of Assessing Officers (IAAO), Texas Association of Assessing Officers (TAAO), Texas Association of Appraisal Districts (TAAD) and Texas Department of Licensing and Regulation (TDLR) courses.

VALUATION APPROACH 

Land Value

Commercial land is analyzed annually to compare appraised values with recent sales of land in the market area.  If appraised values differ from sales prices being paid, adjustments are made to all land in that region.  Generally, commercial property is appraised on a price per square foot basis.  Factors are placed on individual properties based on corner influence, depth of site, shape of site, easements across site, and other factors that may influence value.  The land is valued as though vacant at the highest and best use.

Area Analysis

Area data on regional economic forces such as demographic patterns, regional location factors, employment and income patterns, general trends in real property prices and rents, interest rate trends, availability of vacant land, and construction trends and costs are collected from private vendors and public sources.

Neighborhood Analysis

The neighborhood and market areas are comprised of the land area and commercially classed properties located within the boundaries of this appraisal jurisdiction.  These areas consist of a wide variety of property types including multiple-family residential, commercial and industrial.  Neighborhood and area analysis involves the examination of how physical, economic, governmental and social forces and other influences may affect property values within subgroups of property locations.  The effects of these forces are also used to identify, classify, and organize comparable properties into smaller, manageable subsets of the universe of properties known as neighborhoods.  In the mass appraisal of commercial and industrial properties these subsets of a universe of properties are generally referred to as market areas, neighborhoods, or economic areas.

Economic areas are defined by each of the improved property use types (apartment, office, retail, warehouse and special use) based upon an analysis of similar economic or market forces.  These include but are not limited to similarities of rental rates, classification of projects (known as building class by area commercial market experts), date of construction, overall market activity or other pertinent influences.  Economic area identification and delineation by each major property use type is the benchmark of the commercial valuation system.  All income model valuation (income approach to value estimates) is economic area specific.  Economic areas are periodically reviewed to determine if delineation is required.  The geographic boundaries as well as income, occupancy and expense levels and capitalization rates by age within each economic area for all commercial use types and its corresponding income model have been estimated for these properties.

Highest and Best Use Analysis

The highest and best use is the most reasonable and probable use that generates the highest net to land and present value of the real estate as of the date of valuation.  The highest and best use of any given property must be physically possible, legally permissible, financially feasible, and maximally productive.  For improved properties, highest and best use is evaluated as improved and as if the site were still vacant.  This perspective assists in determining if the existing improvements have a transitional use, interim use, nonconforming use, multiple uses, speculative use, is excess land, or a different optimum use if the site were vacant.  For vacant tracts of land within this jurisdiction, the highest and best use is considered speculative based on the surrounding land uses.  Improved properties reflect a wide variety of highest and best uses which include, but are not limited to:  office, retail, apartment, warehouse, light industrial, special purpose, or interim uses.  In many instances, the property's current use is the same as its highest and best use.  This analysis insures that an accurate estimate of market value (sometimes referred to as value in exchange) is derived.

On the other hand, value in use represents the value of a property to a specific user for a specific purpose.  This perspective for value may be significantly different than market value, which approximates market price under the following assumptions:  (i) no coercion of undue influence over the buyer or seller in an attempt to force the purchase or sale, (ii) well-informed buyers and sellers acting in their own best interests, (iii) a reasonable time for the transaction to take place, and (iv) payment in cash or its equivalent.

Market Analysis

A market analysis relates directly to examining market forces affecting supply and demand.  This study involves the relationships between social, economic, environmental, governmental, and site conditions.  Current market activity including sales of commercial properties, new construction, new leases, lease rates, absorption rates, vacancies, allowable expenses (inclusive of replacement reserves), expense ratio trends, capitalization rate studies are analyzed to determine market ranges in price, operating costs and investment return expectations.

DATA COLLECTION / VALIDATION

Data Collection Manuals

Data collection and documentation for Commercial/Industrial property is continually updated, providing a uniform system of itemizing the multitude of components comprising improved properties.  All properties located in Parker CAD are coded according to a specific classification system and the approaches to value are structured and calibrated based on this coding system.

Annually, after the sales of property have been researched, verified, keyed into the database, and quality control has been completed, the sales data is summarized and produced into list form.  The confirmed sales reports, known as the Commercial Improved and Vacant Land sales listings categorize the sales by property and use type, and sort the data by location and chronological order.  

Sources of Data

In terms of commercial sales data, PCAD receives a copy of the deeds recorded in Parker County and adjoining counties that convey commercially classed properties.  These deeds involving a change in commercial ownership are entered into the sales information system and researched in an attempt to obtain the pertinent sale information.  Other sources of sale data include the protest hearings process and local, regional and national real estate and financial publications.

For those properties involved in a transfer of commercial ownership, a sale file is produced which begins the research and verification process.  Verification of these transactions is then attempted via phone calls to parties thought to be knowledgeable of the specifics of the sale.  Other sources contacted are the brokers involved in the sale, property managers or commercial vendors.  In other instances, sales verification is obtained from local appraisers or others that may have the desired information.  Finally, closing statements are often provided during the hearings process.  The actual closing statement is the most reliable and preferred method of sales verification.

VALUATION ANALYSIS 

Model calibration involves the process of periodically adjusting the mass appraisal formula, tables and schedules to reflect current local market conditions.  Once the models have undergone the specification process, adjustments can be made to reflect new construction procedures, materials and/or costs, which can vary from year to year.  The basic structure of a mass appraisal model can be valid over an extended period of time, with trending factors utilized for updating the data to the current market conditions.  However, at some point, if the adjustment process becomes too involved, the model calibration technique can mandate new model specifications or a revised model structure.

Cost Schedules

The cost approach to value is applied to improved real property utilizing the comparative unit method.  This methodology involves the utilization of national cost data reporting services as well as actual cost information on local comparable properties whenever possible.  Cost models are typically developed based on the Marshall Valuation Service which indicates estimated hard or direct costs of various improvement types.  Cost models include the derivation of replacement cost new (RCN) of all improvements represented within the district.  These include comparative base rates, per unit adjustments and lump sum adjustments for variations in property description, design, and types of improvement construction.  This approach and analysis also employs the sales comparison approach in the evaluation of soft or indirect costs of construction.   Evaluating market sales of newly developed improved property is an important part of understanding total replacement cost of improvements.  What total costs may be involved in the development of the property, as well as any portion of cost attributed to entrepreneurial profit can only be revealed by market analysis of pricing acceptance levels.   In addition, market related land valuation for the underlying land value is important in understanding and analyzing improved sales for all development costs and for the abstraction of improvement costs for construction and development.  Time and location modifiers are necessary to adjust cost data to reflect conditions in a specific market and changes in costs over a period of time.  Because a national cost service is used as a basis for the cost models, location modifiers and estimates of soft cost factors are necessary to adjust these base costs specifically for various types of improvements located in Parker County.  Therefore, local modifiers are additional cost factors applied to replacement cost estimated by the national cost service.   Estimated replacement cost new will reflect all costs of construction and development for various improvements located in Parker County as of the date of appraisal.   

Accrued depreciation is the sum of all forms of loss affecting the contributory value of the improvements.   It is the measured loss against replacement cost new taken from all forms of physical deterioration, functional and economic obsolescence.  Accrued depreciation is estimated and developed based on losses typical for each property type at that specific age. Depreciation estimates have been implemented for what is typical of each major class of commercial property by economic life categories.  Estimates of accrued depreciation have been calculated for improvements with a range of variable years expected life based on observed condition considering actual age.  These estimates are continually tested to ensure they are reflective of current market conditions.  The actual and effective ages of improvements are noted in CAMA.  Effective age estimates are based on the utility of the improvements relative to where the improvement lies on the scale of its total economic life and its competitive position in the marketplace.  

Additional forms of depreciation such as external and/or functional obsolescence can be applied if observed.  A depreciation calculation override can be used if the condition or effective age of a property varies from the norm by appropriately noting the physical condition and functional utility ratings on the property data characteristics.  These adjustments are typically applied to a specific condition adequacy or deficiency, property type or location and can be developed via ratio studies or other market analyses.  

The result of estimating accrued depreciation and deducting that from the estimated   replacement cost new of improvements indicates the estimated contributory value of the improvements.  Adding the estimated land value, as if vacant, to the contributory value of the improvements indicates a property value by the cost approach.   Given relevant cost estimates and market related measures of accrued depreciation, the indicated value of the property by the cost approach becomes a very reliable valuation technique.

Income Models

The income approach to value is applied to those real properties which are typically viewed by market participants as “income producing”, and for which the income methodology is considered a leading value indicator.  The first step in the income approach pertains to the estimation of market rent on a per unit basis.  This is derived primarily from actual rent data furnished by property owners and from local market surveys conducted by the district and by information from area rent study reviews.  This per unit rental rate multiplied by the number of units results in the estimate of potential gross rent.

A vacancy and collection loss allowance is the next item to consider in the income approach.  The projected vacancy and collection loss allowance is established from actual data furnished by property owners and local market survey trends.  This allowance accounts for periodic fluctuations in occupancy, both above and below an estimated stabilized level.  This feature may also provide for a reasonable lease-up period for multi-tenant properties, where applicable.  The market derived stabilized vacancy and collection loss allowance is subtracted from the potential gross rent estimate to yield an indication of estimated annual effective gross rent to the property.

Next, a secondary income or service income is considered and, if applicable, calculated as a percentage of stabilized effective gross rent.  Secondary income represents parking income, escalations, reimbursements, and other miscellaneous income generated by the operations of real property.  The secondary income estimate is derived from actual data collected and available market information.  The secondary income estimate is then added to effective gross rent to arrive at an effective gross income, when applicable.

Allowable expenses and expense ratio estimates are based on a study of the local market, with the assumption of prudent management.  An allowance for non-recoverable expenses such as leasing costs and tenant improvements may be included in the expenses.  A non-recoverable expense represents costs that the owner pays to lease rental space.  Relevant expense ratios are developed for different types of commercial property based on use and market experience.  For instance, retail properties are most frequently leased on a triple-net basis, whereby the tenant is responsible for all operating expenses, such as ad valorem taxes, insurance, and common area and property maintenance.  In comparison, a general office building is most often leased on a base year expense stop.  This lease type stipulates that the owner is responsible for all expenses incurred during the first year of the lease.  As a result, expense ratios are implemented and estimated based on observed market experience in operating various types of commercial property.

Another form of allowable expense is the replacement of short-lived items (such as roof or floor coverings, air conditioning or major mechanical equipment or appliances) requiring expenditures of lump sum costs.  When these capital expenditures are analyzed for consistency and adjusted, they may be applied on an annualized basis as stabilized expenses.  When performed according to local market practices by commercial property type, these expenses when annualized are known as replacement reserves.  For some types of property, typical management does not reflect expensing reserves and is dependent on local and industry practices.

Subtracting the allowable expenses (inclusive of non-recoverable expenses and replacement reserves when applicable) from the annual effective gross income yields an estimate of annual   net operating income to the property.

Return rates and income multipliers are used to convert operating income expectations into an estimate of market value for the property under the income approach.  These include income multipliers, overall capitalization rates, and discount rates.  Each of these multipliers or return   rates are considered and used in specific applications.  Rates and multipliers may vary between property types, as well as by location, quality, condition, design, age, and other factors.  Therefore, application of the various rates and multipliers must be based on a thorough analysis of the market for individual income property types and uses.  These procedures are supported and documented based on analysis of market sales for these property types.  

Capitalization analysis is used in the income approach models to form an indication of value.  This methodology involves the direct capitalization of net operating income as an indication of market value for a specific property.  Capitalization rates applicable for direct capitalization method and yield rates for estimating terminal cap rates for discounted cash flow analysis are derived from the market.  Sales of improved properties from which actual income and expense data are obtained provide a very good indication of property return expectations a specific market participant is requiring from an investment at a specific point in time.  In addition, overall capitalization rates can be derived and estimated from the built-up method (band-of-investment).  This method relates to satisfying estimated market return requirements of both the debt and equity positions in a real estate investment.  This information is obtained from available sales of property, local lending sources, and from real estate and financial publications.

Rent loss concessions are estimated for specific properties with vacancy problems.  A rent loss concession accounts for the impact of lost rental income while the building is moving toward stabilized occupancy.  The rent loss is calculated by multiplying the rental rate by the percent difference of the property’s stabilized occupancy and its actual occupancy.  Build out allowances (for first generation space or retrofit/second generation space as appropriate) and leasing expenses are added to the rent loss estimate.  The total adjusted loss from these real property operations is discounted using an acceptable risk rate.  The discounted value (inclusive of rent loss due to extraordinary vacancy, build out allowances and leasing commissions) becomes the rent loss concession and is deducted from the value indication of the property at stabilized occupancy.  A variation of this technique allows a rent loss deduction to be estimated for every year that the property’s actual occupancy is less than stabilized occupancy.

Sales Comparison (Market) Approach

Although all three of the approaches to value are based on market data, the Sales Comparison Approach is most frequently referred to as the Market Approach.  This approach is utilized not only for estimating land value but also in comparing sales of similarly improved properties to parcels on the appraisal roll.  As previously discussed in the Data Collection / Validation section of this report, pertinent data from actual sales of properties, both vacant and improved, is pursued throughout the year in order to obtain relevant information which can be used in all aspects of valuation.  Sales of similarly improved properties can provide a basis for the depreciation schedules in the Cost Approach, rates and multipliers used in the Income Approach, and as a direct comparison in the Sales Comparison Approach.  Improved sales are also used in ratio studies, which afford the appraiser an excellent means of judging the present level and uniformity of the appraised values.

Final Valuation Schedules

Based on the market data analysis and review discussed previously in the cost, income and sales approaches, the cost and income models are calibrated and finalized.  The calibration results are keyed to the schedules and models in the CAMA system for utilization on all commercial properties in the district.  Market factors reflected within the cost and income approaches are evaluated and confirmed based on market sales of commercial and industrial properties.   The appraisers review the cost, income, and sales comparison approaches to value for each of the types of properties with available sales information.   The final valuation of a property is estimated based on reconciling these indications of value considering the weight of the market information available for evaluation and analysis in these approaches to value.    

Statistical and Capitalization Analysis

Statistical analysis of final values is an essential component of quality control.  This methodology represents a comparison of the final value against the standard and provides a concise measurement of the appraisal performance.  Statistical comparisons of many different standards are used including sales of similar properties, the previous year’s appraised value, audit trails, value change analysis and sales ratio analysis.

Appraisal statistics of central tendency and dispersion generated from sales ratios are calculated for each property type with available sales data.  These summary statistics including, but not limited to, the weighted mean, provide the appraisers an analytical tool by which to determine both the level and uniformity of appraised value of a particular property type.  The level of appraised values can be determined by the weighted mean for individual properties within a specific type, and a comparison of weighted means can reflect the general level of appraised value.  

The appraisers review every commercial property type annually through the sales ratio analysis process.  The first phase involves ratio studies that compare the recent sales prices of properties to the appraised values of the sold properties.  This set of ratio studies affords the appraiser an excellent means of judging the present level of appraised value and uniformity of the appraised values.  The appraiser, based on the sales ratio statistics and designated parameters for valuation update, makes a preliminary decision as to whether the value level of a particular property type needs to be updated in an upcoming reappraisal, or whether the level of market value is at an acceptable level.

Potential gross rent estimates, occupancy levels, secondary income, allowable expenses (inclusive of non-recoverables and replacement reserves), net operating income and capitalization rate and multipliers are continuously reviewed.  Income model estimates and   conclusions are compared to actual information obtained on individual commercial and industrial income properties during the protest hearings process, as well as with information from published sources and area property managers and owners.

INDIVIDUAL VALUE REVIEW PROCEDURES

Field Review

The date of last inspection, extent of that inspection, and the PCAD appraiser responsible are listed in the CAMA system.  If a property owner disputes the District's records concerning this data in a protest hearing, CAMA may be altered based on the credibility of the evidence provided.  Normally, a new field check is then requested to verify this information for the current year's valuation or for the next year's valuation.  In addition, if a building permit is filed for a particular property indicating a change in characteristics, that property is added to a work file for review and field inspection.

A major effort is made by appraisers to field review as many properties as possible or economic areas experiencing large numbers of remodels, renovations, or retrofits, changes in occupancy levels or rental rates, new leasing activity, new construction, or wide variations in sale prices on as many properties as time and resources allow.  Additionally, the appraisers frequently field review subjective data items such as building class, quality of construction (known as cost modifiers), condition, and physical, functional and economic obsolescence factors contributing significantly to the market value of the property.  In some cases field reviews are warranted when sharp changes in occupancy or rental rate levels occur between building classes or between economic areas.  With preliminary estimates of value in these targeted areas, the appraisers test computer assisted values against their own appraisal judgment.  While in the field, the appraisers physically inspect sold and unsold properties for comparability and consistency of values.

Office Review

Office reviews are completed, as authorized by the International Association of Assessing Officers standards, on properties subject to field inspections and are performed in compliance with the guidelines required by the existing classification system.  Office reviews are typically limited by the available market data presented for final value analysis.  The appraisers may utilize aerial photography as a means to verify building characteristics and location without an on-site field inspection.  These reviews summarize the pertinent data of each property as well as comparing the previous value to the proposed value conclusions of the various approaches to value.  These evaluations and reviews show proposed value changes, income model attributes or overrides, economic factor (cost overrides) and special factors affecting the property valuation such as new construction status, and a three years sales history (USPAP property history requirement for non residential property).  The appraiser may review methodology for appropriateness to ascertain that it was completed in accordance with USPAP or more stringent statutory and district policies.  This review is performed after preliminary ratio statistics have been applied.  If the ratio statistics are generally acceptable overall, the review process is focused primarily on locating skewed results on an individual basis.  Previous values resulting from protest hearings are individually reviewed to determine if the value remains appropriate for the current year based on market conditions.  Each appraiser's review is limited to properties in their area of responsibility by property type (improved) or geographic area (commercial vacant land).

Once the appraiser is satisfied with the level and uniformity of value for each commercial property within their area of responsibility, the estimates of value are prepared to send a “Notice of Appraisal Value”. Each parcel is subjected to the value parameters appropriate for its use type.  

PERFORMANCE TESTS

Sales Ratio Studies

The primary tool used to measure mass appraisal performance is the ratio study.  A ratio study compares appraised values to market prices.  Sales ratio studies are an integral part of estimating equitable and accurate market values, and ultimately property assessments for the taxing jurisdictions.  The primary uses of sale ratio studies include the determination of a need for general reappraisal: prioritizing selected groups of property types for reappraisal; and, to calibrate models used to estimate appraised values during valuation or reappraisal cycles.

Parker County Appraisal has adopted the policies of the IAAO STANDARD ON RATIO STUDIES, circa July 2010 regarding its ratio study standards and practices.  Ratio studies generally have six basic steps:  (1) determination of the purpose and objectives, (2) data collection and preparation, (3) comparing appraisal and market data, (4) stratification, (5) statistical analysis, and (6) evaluation and application of the results.

On an annual basis, appraisers analyze the results of the previous years Property Value Study that is conducted by the Property Tax Division of the State Comptroller’s Office.  Commercial Research also produces internal ratio reports at various times during the annual appraisal cycle.

Comparative Appraisal Analysis

The commercial appraiser performs an average unit value comparison in addition to a traditional ratio study.  These studies are performed on commercially classed properties by property use type (such as apartment, office, retail and warehouse usage or special use).  The objective to this evaluation is to determine appraisal performance of sold and unsold properties.  Appraiser’s average unit prices of sales and average unit appraised values of the same parcels and the comparison of average value changes of sold and unsold properties.  These studies are conducted on substrata such as building class and on properties located within various economic areas.  In this way, overall appraisal performance is evaluated geographically, by specific property type to discern whether sold parcels have been selectively appraised.  When sold parcels and unsold parcels are appraised equally, the average unit values are similar.  These sales and equity studies are performed prior to final appraisal and generation of “Notices of Appraised Value”.

Commercial Improved Market Areas

A listing of all Commercial Improved Market Areas (IMA) has been provided in Appendix E. 

Based on the Commercial Division’s preliminary analysis to be conducted in 2019 IMAs whose

 sales ratio’s or overall market data indicates a reappraisal is necessary will be targeted for
 reappraisal. A complete listing of those IMAs reappraised in 2019 will be available for review
 May 1, 2019. (see Appendix E)

Business Personal Property Valuation Process

INTRODUCTION

Appraisal Responsibility

There are four different personal property types appraised by the district’s personal property section:  Business Personal Property accounts; leased assets/special property at multiple locations; vehicles and aircraft; special inventory; “J” State Code utility properties and mineral accounts (which are real property but the valuation is contracted out with Pritchard & Abbot and managed by the department).
· Personnel - The personal property staff consists of 2 appraisers and 1 clerk/data entry support staff.

· Data – A common set of data characteristics for each account in the district are collected by appraisers in the field, by phone, and other pertinent sources and are entered into the PCAD mainframe computer by both the appraisal and clerical staff.  These assigned property characteristics direct the computer-assisted personal property appraisal system to a preliminary account value.

· Additionally, a third party appraisal firm that values minerals and certain utility properties gathers data from the Texas Railroad Commission and other proprietary sources.

VALUATION APPROACH 

SIC Code Analysis

Business personal property is classified and utilizes a four digit numeric codes, called Standard Industrial Classification (SIC) codes, and used as the basis for classification and valuation of business personal property accounts.  These classifications are used by Parker CAD to classify personal property by business type.
SIC code identification and delineation is the cornerstone of the personal property valuation system at the district.  All of the personal property analysis work done in association with the personal property valuation process is SIC code specific.  SIC codes are delineated based on observable aspects of homogeneity and business use.  

Highest and Best Use Analysis

The highest and best use of property is the reasonable and probable use that supports the greatest income and the highest present value as of the date of the appraisal.  The highest and best use must be physically possible, legal, financially feasible, and productive to its maximum.  The highest and best use of personal property is normally its current use.

DATA COLLECTION/VALIDATION

Data Collection Procedures

Personal property data collection procedures are published and distributed to the appraisers involved in the appraisal and valuation of personal property.  The appraisal procedures are reviewed and revised to meet the changing requirements of field data collection.  

Sources of Data

Standard Business Personal Property Account
The district’s property characteristic data was collected through a field data collection effort coordinated by the district over the recent past and from property owner renditions.  From year to year, reevaluation activities permit district appraisers to collect new data via an annual field inspection.  This project results in the discovery of new businesses, changes in ownership, relocation of businesses, and closures of businesses not revealed through other sources.  Local newspapers, telephone directories, and the public often provide the district information regarding new personal property and other useful facts related to property valuation.

Leased Asset/Special Property at Multiple Locations Account

The primary source of leased and multi-location assets is property owner renditions of property.  Property owner survey letters, on-site inspections and the renditions of lessees are sometimes used to supplement this information.

Special Inventory

Monthly and annual declaration forms for boat, heavy equipment, manufactured housing, and motor vehicle dealers (as defined by Section 23 of the Texas Property Tax Code) are used for discovery and valuation of special inventory accounts.  Copies of annual declarations are maintained by PCAD.  Alternate discovery methods may sometimes be used as described in the Standard Business Personal Property Account section.

Certain Utility, Pipeline and Mineral Accounts

Parker Appraisal District contracts with a third party appraisal firm for appraisal services of certain property types: mineral interest, industrial, utility, and related personal property.  Uniform Standards of Professional Appraisal Practices or USPAP certification and reappraisal plan information on these properties are included in the contractor’s reappraisal plan which is attached by reference.  

VALUATION AND STATISTICAL ANALYSIS (model calibration)

Cost Schedules

Cost schedules are developed based on the SIC code by the Property Tax Division of the Comptroller’s Office and by district personal property valuation appraisers.   The cost schedules are developed by analyzing cost data from property owner renditions, hearings, state schedules, and published cost guides.  The cost schedules are reviewed as necessary to conform to changing market conditions.  The schedules are typically in a price per square foot format.

Statistical Analysis

Summary statistics including, but not limited to, the median, weighted mean, and standard deviation provide the appraisers an analytical tool by which to determine both the level and uniformity of appraised value by SIC code.  Review of the standard deviation can distinguish appraisal uniformity within SIC codes.

Depreciation Schedule and Trending Factors:
Although all three approaches to value are considered, Parker County Appraisal District’s primary approach to the valuation of business personal property is the cost approach.  The replacement cost new (RCN) is either developed from property owner reported historical cost or from CAD developed valuation models.  The trending factors used by PCAD to develop RCN are based on published valuation guides.  The “percent good” or remaining economic life, depreciation factors published is considered to recognize the trend for changes in cost factors.

Depreciation schedules are reviewed annually and adjusted on an as needed basis.  Any revisions are then adopted and their use is reflected in all of the calculations for that property.  Consistent application of this schedule ensures that market values are uniform and equal. 

Computer Assisted Personal Property Appraisal (CAPPA)

The CAPPA valuation process has two main objectives: 1) Analyze and adjust estimated asset cost with existing SIC models.  2) Develop new models for business classifications not previously integrated into CAPPA.  The delineated sample is reviewed for accuracy of SIC code, square footage, field data, and original cost information.  Models are created and refined using actual original cost data to derive a typical replacement cost new (RCN) per square foot for a specific category of assets.  The RCN per square foot is depreciated by the estimated age using the depreciation table adopted for the tax year.

The data sampling process is conducted in the following order: 1) Prioritizing Standard Industrial Classification (SIC) codes for model analysis.  2) Compiling the data and developing the reports.  3) Field checking the selected samples.  The models are built and adjusted using internally developed software.  The models are then tested against the previous year's data.  The typical RCN per square foot (or applicable unit) is determined by a statistical analysis of the available data.

Standard Business Personal Property Account

CAPPA model values are used in the general business personal property valuation program to estimate the value of new accounts for which no property owner's rendition is filed.  Model values are also used to establish tolerance parameters for testing the valuation of property for which prior years' data exist or for which current year rendered information is available.  The calculated current year value or the prior year's value is compared to the indicated model value by the valuation program.  If the value being tested is within an established acceptable percentage tolerance range of the model value, the account passes that range check and moves to the next valuation step.  If the account fails the tolerance range check, it is flagged for individual review.  Allowable tolerance ranges may be adjusted from year to year depending on the analysis of the results of the prior year.

Leased Asset/Special Property at Multiple Locations Account

Leased and multi-location assets are valued using the depreciation schedules mentioned above.  If the asset to be valued in this category is a vehicle, then NADA published book values are used. 

Special Inventory

The Texas Property Tax Code provides a specific methodology for valuing this category of property.  Valuation is based upon the annual declaration filed by the property owner indicating the previous year’s Texas sales (used as the numerator) and divided by a factor of 12 (the denominator).  This establishes a monthly basis consistent with the owner’s tax payment requirements.  In the absence of an annual declaration, similar businesses that have filed declarations are identified and compared, with appropriate adjustments, to the subject property to establish an estimated market value. 
INDIVIDUAL VALUE REVIEW PROCEDURES

Office Review
Standard Business Personal Property Account

A district valuation computer program exists in a mainframe environment that identifies accounts in need of review based on a variety of conditions.  Property owner renditions, accounts with field or other data changes, accounts with prior hearings, new accounts, and SIC cost table changes are all considered.  The accounts are processed by the valuation program and pass or fail preset tolerance parameters by comparing appraised values to prior year and model values.  The appraisers review accounts that fail the tolerance parameters.

Leased Asset/Special Property at Multiple Locations Account

Leased Asset/Special Property accounts that have a high volume of vehicles or other assets are loaded programmatically if reported by the property owner electronically.  Renditions either emailed or on diskette, may require reformatting before they can be loaded to the account.  Accounts that render by hard copy are data entered by the BPP clerical staff.  After matching and data entry, reports are generated and reviewed by an appraiser.  Once proofed, necessary corrections are made, supervisor approval is granted, and the account is sent a “Notice of Appraised Value”.

Special Inventory

PCAD’s account tracking system ensures dealers without a current declaration on file are contacted to advise them of their legal filing requirements and to provide PCAD with the most current valuation/review data available.

PERFORMANCE TESTS

Ratio Studies

Each year the Property Tax Division of the state comptroller’s office conducts a property value study (PVS).  The PVS is a ratio study used to gauge appraisal district performance.  Results from the PVS play a part in school funding.  Rather than a sales ratio study, the personal property PVS is a ratio study using state cost and depreciation schedules to develop comparative personal property values.  These values are then compared to PCAD’s personal property values and ratios are determined.


LIMITING CONDITIONS

The appraised value estimates provided by the district are subject to the following conditions:

1. The appraisals were prepared exclusively for ad valorem tax purposes.

2. The property characteristic data upon which the appraisals are based is assumed to be correct.  Exterior inspections of the property appraised were performed as staff resources and time allowed.  Some interior inspections of property appraised were performed at the request of the property owner and required by the district for clarification purposes and to correct property descriptions.

3. Validation of sales transactions was attempted through questionnaires to buyer and seller, telephone survey and field review.  In the absence of such confirmation, residential sales data obtained from vendors was considered reliable.

4. See Appendix B for a list of staff providing significant mass appraisal assistance to the person signing this certification.

Certification Statement:

"I, Larry Hammonds, Chief Appraiser for the Parker County Appraisal District, solemnly swear that I have made or caused to be made a reappraisal plan for Parker Appraisal District for the 2019/2020 tax years as required by law.”

[image: image1.emf]
Larry Hammonds

Chief Appraiser 

Appendix A.  2019-2020 Proposed Calendar for Reappraisal Plan
PROJECTED 

  DATE 2018


2019 Reappraisal – Schedule of Events

July 
Appraisal Review Board approves 2018 Appraisal Records to create Appraisal Roll


Chief Appraiser Certifies 2018 Appraisal Roll to Taxing Units


Overlap Certified values e-mailed to corresponding districts

August 
Begin 2019 Appraisal field work for Residential & Commercial new construction


Begin 2019 Appraisal field work for Business Personal Property (BPP)


Appraisal Dept begins cost, sale & income data collection for Model Calibration

Appraisers review ratio study results to identify 2019 value review


Texas Association of Assessing Officers (TAAO) Annual Conference-Ft Worth

Southwest Data and PCAD staff, roll data records to begin appraisal year 2019

PTAD Methods Assistance Program (MAP), preliminary recommendations 

Calculating taxing units effective tax rates for 2018

ARB hearings & approval for Supplemental records

Chief Appraiser certifies Supplemental Roll to Taxing Units

Texas A & M 30th Legal Seminar on Ad Valorem Taxation-San Antonio, Texas


September
Initial Overlapping CAD exchange of deed records and appraisal data
Sept 15 – Statutory deadline for PCAD Board of Directors to approve 2019 Budget 

& Reappraisal Plan

Appraisal Dept – receives Building Permits from corresponding Cities, 911


Addressing & septic permits, Fire Dept burn-out list, noting the property record      


cards
PTAD approved Educational courses (CE’s) with TDLR (Ethics update, State Laws


& Review course, Uniform Standard of Professional Appraisal Practice (USPAP),


Along with 19 hours of continuing education for Registered Professional 


Appraisal (RPA’s) & Registered Tax Assessors (RTA’s)

Review Texas Department of Licensing and Regulation (TDLR) website for 


Educational status of district staff (approved through PTAD).  30 hours (RPA’s),


20 hours (RTA’s).

MAPS 2018 preliminary findings (final in December)

October
Mail 2018 Tax Statements – Entire staff support for phones & Customer Service


Appraisal Dept review of neighborhood delineations


Comptrollers 60th Annual Conference on Property Taxation – Austin, TX

November

Thanksgiving Holiday – PCAD closed November 24 & 25
December
2018 Property Tax Assistance Division (PTAD) Map Review-final report delivered 



To PCAD


Christmas Holiday – PCAD closed December 24 & 25

Property Tax Collections – entire staff support for phones & value inquiries


MAPS 2018 final findings (1 year to correct)

PROJECTED

 DATE 2019
January
New Years Day – PCAD closed


Jan 1st – Statutory Appraisal Date for most categories of taxable properties


Martin Luther King Day – PCAD closed


Meetings with overlapping jurisdictions for overlapping data exchange

Mailing 2019 Business Personal Property Renditions (BPP)


Weekly Staff meetings – Appraisal & Data Entry staff


Delinquency Date for 2018 Property taxes-entire staff support

February
Texas Association of Appraisal Districts (TAAD) Annual Conference, Austin, TX


President’s Day – PCAD closed


Begin working 2019 BPP renditions

March
Wrap up of Appraisal field work for 2019



Market adjustment preparation & ratio studies for assigned areas


ARB hearings  - Section 25.25


ARB training seminar 

April
Begin Preparation for 2020 Appraisal District Budget


Finalize value changes prior to Notice of Appraised Values


History Comparison Reports (Queries) for final values


Exchange 2019 Overlap values with overlapping CAD’s


BPP Rendition Deadline on April 15th

Deadline to file Abatement Applications on April 30th
May
Mailing 2019 “Notice of Appraised Value” for all properties

Minerals “Notice of Appraised Value” mailed


Begin informal appeals


BPP Rendition Extension deadline on May 15th

Memorial Day – PCAD closed


Statutory deadline to file appeal with Appraisal Review Board (ARB), May 31st

PTAD’s 2019 Preliminary Property Value Study (PVS)

June
Chief Appraiser submits 2019 completed Appraisal records to ARB


2019 ARB hearings begin

July
ARB approves appraisal records – creates Appraisal Roll (by July 20th)


Chief Appraiser certifies 2019 appraisal roll to Tax Units (by July 25th)


Chief Appraiser prepares 2019 Mass Appraisal Report

August 
Begin 2020 Appraisal field work for Residential & Commercial new construction


Begin 2020 Appraisal field work for Business Personal Property (BPP)


Appraisal Dept begins cost, sale & income data collection for Model Calibration


Appraisers review ratio study results to identify 2020 value review


Texas Association of Assessing Officers  (TAAO) Annual Conference-Grapevine

Southwest Data and PCAD staff roll data records to begin appraisal year 2020

Calculating taxing units effective tax rates for 2019

ARB hearings & approval for Supplemental records

Chief Appraiser certifies Supplemental Roll to Taxing Units
September
Initial Overlapping CAD exchange of deed records and appraisal data


Sept 15 – Statutory deadline for PCAD Board of Directors to approve 2020 Budget 

2019 Tax statements mailed – Entire staff support for phones & Customer Service

Appraisal Dept – receives Building Permits from corresponding Cities, 911


Addressing & septic permits, Fire Dept burn-out list, noting the property record      


Cards

PTAD approved Educational courses (CE’s) with TDLR (Ethics update, State Laws


& Review course, Uniform Standard of Professional Appraisal Practice (USPAP),


Along with 19 hours of continuing education for Registered Professional 


Appraisal (RPA’s) & Registered Tax Assessors (RTA’s)

Review Texas Department of Licensing and Regulation (TDLR) website for 


Educational status of district staff (approved through PTAD).  30 hours (RPA’s),


20 hours (RTA’s).

October
Mail 2019 Tax Statements – Entire staff support for phones & Customer Service


Appraisal Dept review of neighborhood delineations


Comptrollers 61th Annual Conference on Property Taxation – Austin, TX

November
Thanksgiving Holiday – PCAD closed November 28 & 29
December
Christmas Holiday – PCAD closed December 25 & 26

Property Tax Collections – entire staff support for phones & value inquiries


PROJECTED

 DATE 2020
January
New Years Day – PCAD closed


Jan 1st – Statutory Appraisal Date for most categories of taxable properties


Martin Luther King Day – PCAD closed


Meetings with overlapping jurisdictions for overlapping data exchange


Mailing 2020 Business Personal Property Renditions (BPP)


Weekly Staff meetings – Appraisal & Data Entry staff


PTAD’s preliminary PVS results


PTAD’s preliminary 2020 MAPS review on site (preliminary results – finals in Dec)

Delinquency Date for 2019 Property taxes-entire staff support 
February
Texas Association of Appraisal Districts (TAAD) Annual Conference,  Dallas, TX


President’s Day – PCAD closed


Begin working 2020 BPP renditions

March
Wrap up of Appraisal field work for 2020



Market adjustment preparation & ratio studies for assigned areas


ARB hearings  - Section 25.25


ARB training seminar 

April
Begin Preparation for 2021 Appraisal District Budget


Finalize value changes prior to Notice of Appraised Values


History Comparison Reports (Queries & quality controls) for final values


Exchange 2020 Overlap values with overlapping CAD’s


BPP Rendition Deadline on April 15th

Deadline to file Abatement Applications on April 30th
May
Mailing 2020 “Notice of Appraised Value” for all properties


Minerals “Notice of Appraised Value” mailed


Begin informal appeals


BPP Rendition Extension deadline on May 15th

Memorial Day – PCAD closed


Statutory deadline to file appeal with Appraisal Review Board (ARB), May 31st
June
Chief Appraiser submits 2020 completed Appraisal records to ARB


2020 ARB hearings begin

July
ARB approves appraisal records – creates Appraisal Roll (by July 20th)


Chief Appraiser certifies 2020 appraisal roll to Tax Units (by July 25th)


Chief Appraiser prepares 2020 Mass Appraisal Report



Appendix B. Key Appraisal Personnel in Reappraisal Plan Implementation


EMPLOYEE


TITLE

LARRY HAMMONDS

CHIEF APPRAISER, RPA, RTA, CTA

TAMMY MORGAN

ADMINISTRATIVE ASSISTANT, RTA

RICK ARMSTRONG

DEPUTY CHIEF APPRAISER, RPA, CTA

ROD OWEN
COMMERCIAL-SENIOR APPRAISER, RPA, CTA

JERAD GABBERT
COMMERCIAL APPRAISER IV, RPA

GARY BONNER

RESIDENTIAL APPRAISER IV, MANAGER, RPA


CHRIS JOHNSON

RESIDENTIAL APPRAISER IV, MANAGER, RPA

                     MATT GIBSON                         RESIDENTIAL APPRAISER IV, RPA


JOHN NOLAND


RESIDENTIAL APPRAISER IV, RPA

                     JASON MARTIN                       RESIDENTIAL APPRAISER IV, RPA


BRIAN VASQUEZ                     RESIDENTIAL APPRAISER IV, RPA    



CHASE LEWIS                          RESIDENTIAL APPRAISER IV, AG APPS, RPA

BEN DALE


RESIDENTIAL APPRAISER IV, RPA

KEVIN LEIS


RESIDENTIAL APPRAISER I

CHRIS MOUTON

RESIDENTIAL APPRAISER I


JUSTIN SHIFFLETT

DIRECTOR PERSONAL PROPERTY, RPA

MISHAY APPLEBEE

PERSONAL PROPERTY APPRAISER, RPA

TANYA BARRETT   

APPRAISAL ANALYST, ARB COORDINATOR

NICOLE CUDD


APPRAISAL ANALYST, ARB 
                     ANGELA BELCHER                APPRAISAL ANALYST, ARB
                     KELLY MASSEY                      APPRAISAL ANALYST, ARB

BRADY GABBERT

APPRAISAL ANALYST, ARB


CINDY GETCHELL

DIRECTOR OF /MAPPING & INFO SYSTEMS


JEREMY STEWART

MAPPING ASSISTANT


CHUCK WESTBROOK

MAPPING ASSISTANT


MELANIE ELVINGTON

RECORDS SUPERVISOR


TERESA ELVINGTON

RECORDS ANALYST


CHRISTINA GABBERT

RECORDS ANALYST

        SHAWN HAZELWOOD            COLLECTIONS SUPERVISOR/DP MGR/ 
                                                          CUSTOMER SERVICE /DELINQUENT SUITS                                                                         
                    PAM HENSON


EXEMPTIONS COORDINATOR

JENNIFER KENNEDY

COLLECTIONS DEPUTY

LINDA BOX


COLLECTIONS DEPUTY

CANDIE PETERSON

COLLECTIONS DEPUTY

AMBER HOGAN

COLLECTIONS DEPUTY

TYLER TOMLIN


TELEPHONE RECEPTIONIST

KRISTI WOLF


AGENCY BOOKKEEPER

Appendix C.  Parker County Board of Directors
Gary Aguillard – Chairman
Richard Barret – Vice Chairman

John Hinton – Secretary

Paul Paschall – Member

Cody Lane – Member
	 
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Appendix D.  Market Neighborhoods
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	10015

10255

10495

10785

11030

11360

10020

10260

10500

10787

11035

11380

10025

10270

10550

10790

11045

11384

10026

10275

10551

10800

11050

11385

10027

10278

10560

10810

11070

11390

10028

10279

10561

10835

11100

11395

10030

10280

10562

10837

11140

11397

10031

10281

10563

10838

11145

11400

10032

10282

10565

10840

11148

11402

10033

10283

10570

10842

11149

11403

10034

10284

10573

10843

11150

11405

10035

10285

10575

10845

11151

11420

10060

10287

10580

10865

11152

11430

10065

10290

10581

10867

11153

11431

10070

10295

10583

10870

11154

11432

10073

10300

10585

10875

11155

11435

10075

10304

10587

10877

11156

11437

10080

10305

10590

10880

11157

11438

10081

10325

10595

10900

11158

11439

10082

10326

10596

10901

11159

11440

10083

10327

10597

10902

11160

11441

10085

10330

10600

10903

11161

11442

10086

10360

10601

10904

11175

11443

10087

10365

10620

10905

11180

11444

10090

10370

10640

10906

11185

11445

10095

10372

10645

10907

11190

11450

10100

10375

10650

10908

11200

11470

10105

10385

10660

10910

11205

11485

10110

10387

10680

10913

11210

11490

10120

10390

10694

10915

11215

11495

10123

10395

10700

10920

11220

11497

10130

10400

10705

10921

11225

11500

10131

10405

10710

10922

11230

11510

10133

10407

10720

10960

11235

11520

10135

10408

10750

10963

11240

11525

10137

10409

10751

10965

11250

11530

10140

10410

10752

10970

11251

11535

10143

10420

10753

10975

11252

11550

10144

10430

10754

10978

11255

11560

10145

10435

10755

10980

11256

11565

10146

10450

10756

11000

11257

11566

10150

10470

10758

11010

11258

11567

10200

10473

10760

11015

11300

11570

10240

10474

10780

11018

11303

11578

10242

10475

10782

11020

11304

11580

10244

10476

10783

11025

11305

11590

10245

10480

10784

11028

11310

11600

11620

11785

12090

12482

12885

13271

11625

11786

12100

12483

12890

13290

11630

11787

12105

12484

12935

13330

11640

11788

12110

12485

12936

13335

11644

11789

12115

12486

12938

13340

11645

11790

12120

12487

12940

13350

11649

11791

12122

12488

12945

13355

11650

11792

12125

12489

12950

13390

11660

11793

12126

12490

13000

13400

11663

11794

12135

12500

13020

13410

11665

11795

12137

12560

13040

13415

11680

11796

12138

12590

13050

13420

11683

11797

12139

12600

13060

13450

11685

11798

12140

12640

13090

13455

11710

11799

12141

12648

13092

13460

11712

11800

12142

12650

13095

13480

11713

11805

12143

12651

13100

13482

11715

11808

12145

12680

13110

13484

11716

11809

12155

12690

13115

13485

11718

11810

12160

12700

13120

13486

11720

11811

12165

12730

13135

13487

11725

11812

12185

12740

13140

13490

11730

11813

12190

12750

13150

13520

11750

11814

12195

12755

13191

13525

11760

11815

12200

12757

13240

13528

11763

11816

12220

12770

13241

13550

11764

11817

12222

12780

13242

13551

11765

11820

12225

12784

13243

13580

11766

11850

12226

12785

13244

13581

11767

11855

12240

12786

13245

13582

11768

11856

12300

12787

13246

13583

11769

11895

12301

12788

13247

13585

11770

11900

12310

12789

13248

13587

11771

11910

12320

12790

13249

13590

11772

11951

12330

12800

13250

13600

11773

11980

12390

12805

13251

13610

11774

11990

12400

12807

13252

13615

11775

12000

12405

12810

13253

13616

11776

12020

12408

12820

13254

13618

11777

12025

12410

12825

13255

13620

11778

12030

12415

12830

13256

13621

11779

12040

12420

12835

13260

13623

11780

12060

12425

12880

13261

13625

11781

12065

12428

12881

13262

13635

11782

12070

12430

12882

13263

13650

11783

12075

12480

12883

13265

13675

11784

12080

12481

12884

13270

13700

13701

14018

14480

14887

15225

15685

13723

14020

14500

14888

15226

15735

13725

14025

14501

14890

15270

15740

13730

14026

14550

14900

15275

15750

13735

14027

14555

14925

15278

15753

13740

14030

14560

14926

15280

15755

13755

14060

14563

14950

15285

15757

13790

14065

14565

14955

15300

15760

13800

14070

14575

14973

15305

15761

13810

14075

14590

14974

15310

15762

13825

14105

14600

14975

15311

15763

13830

14120

14630

14976

15315

15775

13850

14135

14635

14977

15318

15778

13870

14136

14638

14978

15320

15779

13875

14137

14640

14979

15350

15780

13879

14138

14645

14980

15370

15782

13880

14140

14650

14981

15375

15800

13899

14150

14651

14982

15385

15820

13900

14151

14653

14983

15390

15825

13901

14160

14655

14984

15400

15830

13902

14162

14660

14985

15430

15845

13908

14165

14670

14986

15470

15850

13910

14235

14680

14987

15475

15874

13915

14238

14690

14988

15495

15875

13920

14240

14700

14989

15500

15876

13925

14260

14710

14990

15535

15880

13926

14290

14711

14991

15537

15883

13927

14300

14715

14992

15540

15885

13928

14310

14750

14993

15541

15886

13929

14340

14751

14994

15550

15887

13930

14370

14753

14995

15555

15889

13931

14371

14754

14996

15570

15890

13950

14375

14755

14997

15575

15900

13960

14380

14756

14998

15578

15905

13965

14384

14760

15025

15580

15925

13970

14385

14780

15040

15590

15930

13975

14390

14850

15050

15592

15933

13980

14395

14855

15074

15595

15935

13981

14430

14860

15075

15605

15960

13982

14450

14861

15110

15610

15963

13985

14453

14863

15115

15628

15965

13990

14455

14865

15120

15630

15968

13995

14460

14875

15165

15635

15970

14000

14465

14877

15175

15640

16040

14010

14470

14879

15176

15675

16045

14013

14473

14880

15220

15680

16046

14015

14475

14885

15223

15683

16047

16048

16295

16725

17235

17387

17730

16049

16300

16730

17236

17390

17740

16050

16305

16745

17237

17393

17743

16051

16320

16750

17238

17395

17745

16052

16330

16751

17239

17396

17747

16053

16335

16753

17240

17400

17750

16055

16340

16754

17241

17430

17760

16060

16345

16755

17242

17440

17765

16065

16355

16780

17243

17450

17770

16066

16358

16785

17244

17451

17780

16068

16360

16800

17245

17460

17810

16070

16365

16805

17246

17470

17815

16073

16370

16810

17247

17480

17820

16075

16380

16820

17248

17482

17821

16077

16390

16850

17249

17485

17822

16080

16400

16870

17250

17487

17823

16083

16401

16874

17251

17490

17825

16085

16450

16875

17252

17500

17830

16120

16475

16885

17253

17505

17838

16122

16480

16890

17254

17509

17840

16125

16500

16893

17255

17510

17850

16160

16550

16895

17256

17511

17855

16165

16552

16898

17257

17513

17860

16170

16555

16900

17258

17514

17862

16190

16556

16915

17259

17515

17895

16200

16557

16920

17260

17517

17900

16220

16558

16930

17261

17520

17910

16225

16560

16950

17262

17530

17915

16230

16565

16980

17263

17550

17916

16235

16570

17020

17275

17552

17917

16240

16571

17025

17278

17555

17918

16260

16572

17027

17280

17565

17919

16279

16575

17028

17285

17575

17920

16280

16578

17030

17295

17577

17930

16281

16580

17035

17296

17580

17932

16282

16583

17080

17300

17581

17935

16283

16585

17081

17302

17585

17940

16284

16590

17082

17303

17590

17942

16285

16593

17083

17305

17595

17943

16286

16595

17100

17310

17598

17945

16287

16600

17105

17350

17600

17948

16288

16610

17110

17355

17610

17950

16289

16645

17113

17380

17620

17951

16290

16650

17114

17381

17630

17955

16292

16690

17115

17382

17670

17970

16293

16700

17150

17385

17705

18010

16294

16705

17200

17386

17720

18011

18013

18446

18924

19235

19580

18014

18447

18925

19250

19590

18015

18448

18930

19252

19620

18016

18450

18940

19255

19640

18017

18455

18950

19285

19650

18019

18456

18955

19335

19655

18020

18457

18970

19340

19660

18021

18458

18975

19345

19675

18022

18460

18980

19346

19680

18030

18461

18985

19348

19690

18050

18462

18995

19350

19745

18080

18465

18998

19355

19750

18083

18470

19000

19380

19755

18085

18475

19001

19381

19760

18086

18476

19002

19383

19761

18090

18480

19004

19385

19762

18100

18481

19005

19390

19765

18155

18482

19007

19395

19773

18175

18483

19008

19450

19775

18200

18484

19010

19452

19776

18220

18485

19030

19453

19778

18230

18490

19033

19455

19780

18235

18500

19035

19456

19781

18237

18505

19040

19460

19782

18240

18507

19043

19461

19783

18250

18510

19044

19465

19785

18255

18511

19045

19470

19786

18260

18512

19046

19475

19787

18275

18535

19047

19480

19788

18285

18540

19048

19500

19789

18325

18550

19049

19503

19800

18330

18555

19050

19504

19802

18340

18560

19055

19505

19805

18343

18590

19056

19506

19810

18345

18592

19060

19507

19890

18346

18600

19100

19508

19910

18350

18690

19115

19509

19920

18370

18693

19116

19510

19925

18375

18695

19117

19511

19930

18376

18740

19118

19512

19933

18420

18785

19119

19513

19935

18430

18805

19120

19514

19950

18435

18830

19130

19515

18438

18870

19150

19516

18440

18875

19155

19520

18443

18920

19175

19525

18445

18923

19230

19579


	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Appendix E.  Commercial Improved Market Areas
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37

51

65

78

92

202

25

38

52

66

80

93

205
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39

53

70

81
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31

40

55

71

85

95

207

32

41

56

74

87

97

208
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45

60

75
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99
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35

49

61

76

89

200
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77
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	Appendix F.  Reappraisal Plan – Third Party Vendor (Pritchard & Abbott)
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VALUATION CONSULTANTS

S.B. 1652" BIENNIAL REAPPRAISAL PLAN

FOR THE ANNUAL APPRAISAL FOR
AD VALOREM TAX PURPOSES OF
MINERAL, INDUSTRIAL, UTILITY AND

RELATED PERSONAL PROPERTY

For Tax Yea

2019 ana 2020

Originally Printed: June 13,2018

*Senate Bill 1652 passd by the Texas Legislature, 70th Regular Session in 2005, amending Section 6.05 of the Texas
Property Tax Code, adding Subscetion ) as follows:
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POLICY STATEMENT OF PRITCHARD & ABBOTT, INC, ON THE
'UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE

Prtchard & Abbott nc, (P&A), prvatey hld company engaged primarly, but it wholly,inthe od valorem tax valuation
indusry endorses Uniform Sandardsof Pofessional Appraisal Practce (USPAP)asthe basis or the production of sound
appraisal. Insofar asthesatutory requirement 0 ppraise groups or  “universe") of el and personalproperty within
estabished periodof. standardized procedurs—and subjeting th esulting appraisals totatistial measures—is
the defnition of massappraisa, A subscribs to USPAP Standards $and 6 (iss Apprisal, Developmentand Reporting)
‘whenever aplicabl inthe development and defenseofvalues. When cirummstances clealy dicat the use ofsingl property
appraisa procedures, PeA adheresto the spiritandintentof the remaining USPAP Standards withinal approprite practical,
andlor contractual imitations orspecfication.

‘The USPAP definiton o “appraisc” is one wh i expectd t prform valuationsevices competenly and i a mannes that
is independent, impartal,and objective. USPAP Advisory Opinion 21 tatestha thi expecttion (by clints and intended
usersof appraisal reports) i he asis thatcreatesan ethicalobligtion to comply with USPA, even f ot egaly requird.

‘o majoriyof properyfypeshat A ypiclly appraises orad valorem s purposes arc caegorznd s nique, complex,
andlor “specal purpse” proprties (minera nersts ndustial iy, and elied personal propert). These categories
of propetes do ot normlly provide suffiient market data of bl qualiy ndior quantity t support the rigorous e
ofalUSPAPprescribed mas apprasaldevelopmen mandaes (Suandard 3 Mass Aprasal, Developmen, prculaly wit
ogardstosomm, but okl o th mocelcallratonandsaiical peformanceesing confies, However, PRA docs sive
‘o employ alor most cement of mas sppaisal tcchniques with rgards o the o snd idenifcaion of property
charateisics axd el specifcaion snd spplatr.

Residetialeal stteproperty apprisers most frequently apply mass appraisal methods witinthe sals comparison (markel)
approach o value. Through the use of tandardized dta collctio (., sctal mavketsales), spocificaton and calibration
of mass appraisal models, ables, and schedules ar posible. Throughrati study anaysisand ther prformance measures,
a cumulative summary of vaution accuracy can thus b produced in order to calibratethe apprisal models). Where
sufficent data of elable qliy exists, mass appraial i alo used fr other type ofreal etae property such as farms,
vacant o, and some commercial uses (e, apartment, offce, and smallrecall),

Regarding mass appraisal reports due the client and other ntended users per USPAP (Sundard 6 (Mass Appraisl,
Reporting), PAA wil clearly stte or otherwise make known sl extraordinary sssumptions, hypothetical conditons,
Timitations mposed by asignment conitions,andiorurisdictonal exceptions i ts appraisl report s they are conveyed
o urclient. Tntended usersofour reports aretypicllytheclient()for which we are under direct contract. Altough
taxpayersor ther agents who own and/or represnt the subject poperty being sppraised ofen eceivethesé reports either
by law oras acourtesy ofth clien o PA&A, this receipt does not mean thes paries automaicaly become Intended Users
asdefincd by USPAP. A partyreceiving  copy of report inorder tosatisfy disclosure requirements does not become
an intended user of the appraisal or mass appraisal unless the appraiser specifically dentifes such party 45 an
intended user. Potentil other uses includeparie involved inadjudication of valuaion disputes (eview board mermbers,
laveyers,judges, et.), governmental agencies which periodically review our apprasals for varioussatuory purposes(such
as the Texas Comptrollr’s Offce) and priva parties who may obin copics of our appraisels through Open Records
Requests made 0 govemmental agencies.

USPA does not curreatly address commanications of assignment esulspror 0 compltion of the assignment, tus such
‘communicatons have 1o requirement other than t0 comply with the general requirements n the ETHICS RULE, the
'COMPETENCY RULE, and the JURISDICTIONAL EXCEPTIONRULE, The lentand llitended users shouldbeavare
that mass appraisls, a opposed to most “fec” appraisal, are somewhal inherently “lmited” versus “complete” and that
appraisal reports, unless othewise contracted for by the cliet, will most often be of  “esticed” nature whereas
explanaions of sppaisal methods and reslts are more concise versus lengthy n order o promole breviy,clrity, and
transparency 1o the intended use(s).

Per USPAP, the approprist reportng optin and evel ofinformation i report are dependant o the inended use and the

ol Resprasl o, PAA U 2019 20,054 (P 133n18) Pagez
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intended uses. Althugh he reporting verbiage in USPAP Standard 6 does ot specfically offer o promulgate a“Restricted
Appraisal Report” such a in Standard 2 (Real Property Apprasa, Reporting) and Sandard 8 (Personal Property Appraiel

Reporting), it should b noted that: ) al mass appreisls an mass appraislreports deal with rel an personal property
in some form or fashion; and b) P&A is a privae consuling irm,a fact which may necessitate the withholding ofcertain
dataandiorappraisal modeliechniques which are deemed confidental,privileged andlor propritay innature. The use of

“limited"” appraisals in conjunction with “restricted” reports in no way implies non-compliance with USPAP. The

Substantive content ofa reportdetemines s compliance

P&A believes that, with s vt experience and expertise i theseareas ofapprisal, ll concluded values and reportsthreof
are credible, competent, understandable, uniform and consistnt; and most impartantly for od valorem tax purposes,
‘accomplishedina cos-¢Ficientand timely mannecr.

Per previous ASB comments under Standard 6-2() scope of work...special limitng condiions]:

“Although appraisers i d velorem asaton should ot be eld accountable for niaonsbesond thelrconrl they are
requied by s spciic requlvemen o identy cost consiainsand 0 ke approprite s 0 scure suficint funding
foproduceapprts he comply withthese standards, Espendiur ees for ascssmentadminitraon are afuncion of
@ number of factors. Fscal constaints may impactdota completeness and accuracy, eluoton methods, and valation
accuracy Although apprisrs should seck adequae funding and dslos te impact o fical constalns o the mass
ppraisal pocess, theysre no esponsbl o consrins beyond her coniol”

Inany event, however, it i not P&A'sitent o allow constains,fiscalor otherwise, o it the scope of work o such &
degree thatthe mas appraisal resuls rovided t ourclientsare ot creible within the context ofthe ntended use() of the
appraial.

Bl Regpraal P A NIUP.2015-20.3 (rited 130ni8) Poges
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PREAMBLE

“The purpose of USPAP is o stablish requirements and condition for ethica, horough, nd transparent property valuation
services. Valuationservices pertain 10 all aspects of poperty value and include services performed by apprisers and other
profesionals including attomeys, accountants,insuranc estimators, auctioneers, o brokers. Valuation service include
appraisal, appraisal review, and appraisal consuling. The primary ntent of these Standardsis o promore and mainainahigh
level o public trust i professional appraisal practice

s essentisl tht professionsl apprsises develop and communicatether nalyses, opiions, nd conclusions o intended
users of their servces in  manner hat is meaningful and not misieading. The importance of the ol of the appaier places
thica obligations upon those who serve i this capacity. These USPAP Standards rflect the currnt standards of the
apprasal profesion.

‘These Standards are for both appraisers and usersof appraisalservices. To maintan a high levelof rofessonal practice,
apprisers observe these Standards. However, these Sandards do not in themselves establish which individuals or
assignments mustcomply. The Appraissl Foundtion nor its Appraisl Sandards Bosrd i ot  government ity with the
‘owerto make,judge, r enforc law. Complance ith USPAP isonly equired when citherthe scrvie or th apprisr is
obligated o comply by lwor regulation or by agreement with theclient o inended users. Whea not bligated, ndividuals
‘may still hoose tocomply.

USPAPaddressesthe ethicaland performance obligatons of appraisers through DEFINITIONS, Rles,Standards,Standarés
Rales, and Satements (i any). USPAP Standards deal vith the procedure to be followsd n performing an appreisal or
appraislreviews and the mance n which cachiscommunicated. A brief description ofthe USPAP Standards re as follows:

I St and 3 st e deveonentd ooy sopnied

. establishes equirements fo th development snd commanication of a appraisalreview.

o Shmdar Rl amE: ol reiments o e devclopmen nd commriaton oo s apriol

® Standards Rules 7 and §: cstabis requirements forthe development and commniction of & personal property
apprasa.

‘Standards Rules9 and
asst appraisl.

stablishrequirments forthe development and communicationofs businss orintangible

Section 23.01(5) [Appraisals Generaly] ofthe Texas Propery Tax Code state:

The et vl ofproperty sl b eteminedy e ppicton o oreralycepiedpprasl methods
and echniques.

Standards, he messcpprasalsondards st comply wih the Uniorm Siandards o Professonal Aporasl
Practice. " (underline added for cmphasis)

‘Consequenly, USPAP Standards Rules § and 6 ar assumed t be the applicable sandard fo ad valorem tax purposes in
“Texas,if mass apprisal practice ar i fact being used o apprase the subject property. USPAP Advisory Opinion 32
suggests several USPAP standards other than Standards S o 6 can o should apply in ad valorem tsx work. However, it
‘appears thatan appraiscr engaged inad valore tax ork [ Texasis not specifcallyrequied b law 0 follow these USPAP
‘standards ifin fact mass appraisl pactices have not ben used to apprais the subect poperty. In this cas i could be
deemed sppropriat o invoke the Jurisdictonal Exceptin Rule which s applicble when tere i  contradicton between
the requiements of USPAP and the law o regulaton of  ursdiction. Please so the P&A Policy Statement on USPAP a
provided elsewhere in this rport fora more detiled discussion egarding this mater.

il Reopratl o, P IUP 2019 20,8 (Pined 13n18) Pages
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ETHICS RULE

Because of the fduciary responsiiltis nherent inprofesional appraisl pactce, the appraser must obseve the highest
standards of professional thics. This Ethics Rule is divided ino three sectons

+ Conduet;
- Managemen;
+ Confdentiality.

“This Rule cmphasizesthepersonal obligations and responsibiies of th idividual appraiser. However, it should be noted
hat groups and organizations which are comprised of ndividualappraises engaged n appraisal practice effecively share
the same ethical obligations. To the extent he group or organization does ot follow USPAP Standards when legally
reqired,individual appraisers should take step tha ae appropriat under th cicumstances to enure compliance with
USPAP.

‘Compliance with these Standards i eguired when either th serviceor the appraser i obligaed by law orregultion, or by
agreement withthe lent orntended ser, o comply. Complisnce i o required when anindividual by choie,rpresents
tht he orshe is performing the service  an appraiser.

A appraiser mst not isrepresent his o her role when providing valuaion ervice that ar outside of apprasalpractic.
Honesty, impartiality, and professional competency ae required ofall appraisers under USPAP Standards. To document

recognition and acceptance o bis o her USPAP-elatd responsibilies n communicating an sppraisal or sppraisal review
‘ompleted under USPAP, an appraise s requird fo cetiy compliance it thsc Standards.

coNpuct

‘An sppraiser must prform ssigaments with imparalty, objectiviy, and independence, and without sccommodation of
personal Inerests,

- must notperform an assignment with bias;
+ st notadvocate the causeor ineret o any party or issue;

+ st notacsept an assignmen thatincludes th reporting of predetermined opinions and conclusons;

- must not misrepresent his o he role when providing valuation servicestha ae outside of apprasal prct

must ot communicat asigament reults withth inent fo mislead o o defraud;
mustnot use orcommunicae areport orasignment resuls known b th appraiser o be misieading o raudulent;
must not knowingly permit n employee or other erson to commuricate  rportor ssignment esults tht are
misleading or fraudulent report

+ mustnotuk orrly on unsupported conclusions relating o haracteritics suchasrace, color, ligion, national
orign,gender, mrial tatus, il status, age, eceipt f public ssistance income, handicap,ora unsuppored
concluson thit homogeneiy of such charactritics i necessary to meximize vlue;

+ must notengage incriminalconduct;

+ mustnotwilllly orknowingly violateherequirment of the RECORD KEEPING RULE; and mustnot perform
an ssignment i a rossly negligent manner.

fknown piorto scoeptingan assignment, andor i discovered atanytime dring heassgament, an apprser must disclose
1o the clien,and n cach subsequent reort cetification:

+ any cument o prospstive inerest i the s proeryorprics nvolved;and
i ervios regaring th et propryperfomed y e sppraiser within h thee yer period inmedisely
recedingscccpanceofthe s nmen, 8 an spprtsr o n ay othr apiy.

Bl Reoprasl o PAA NILP 2015- 20454 (red 130n18) Pases
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“The apprsiser can sgre with th clint o kecp the mere occurrence of a prior sppraisal asignment confidential 1fan
appraisr has agreed with the clien not o isclose that he orshe has appraised a property, the appraiser must d
subsequent assignment that fll with the thee year period. In assignments is which there is no cpor, oly the
disclosure toth client is reqired.

Presumably al parties i ad valorem tx sppraial will be ware of the ongoing yearly atur of the appraisal sssignments
performed by valuation consuling fims ke Prtchard & Abbor, Inc. — L., it wil nt be confidenial — o that this
pariculr conduct instrutionis moreorfes 2 moot point (regading the three year period discussed) i the prior srvi i
n fctthe ad valorem ta appraisals performed n previous tax years.

MANAGEMENT

The payment f afe, comission,or a hing of value by the aporsser i connection with the procurement ofa assigament
mustbedislosed. Thisdisclosure mustappear i thecertification nd inany ransmital et in which conclusions of value
aresate; however,th disclosureof the amount paidis no rquired. Intr-company payments o employees of groups or
organizations involved in sppaisa pactce for business development do not reqire disclosure.

Itisunethicalfr an apprais 0 accept compensation fr performing an assignment when it i cotingent upon the reporting
of a predetermined reult adiecton n assignment el hat favors the cause of the clen,the amount ofa vlue apiion,
th atsinment ofasipulate res or the occurrence ofa subsequent event direcly related 1 the appraser's pinions and
specifict th assignment’ purpose

Adverising foror solicting assigaments in a manner tha i fals, misleading, or exaggerated is unthical. Desisions
regarding inde or refrrl fees, contngent compensaton, and advertising may not b the responsibility of an individual
appraiser,but fo a pariclar assignment i i the responsibiiy of the individualapprsser to sscertan tht the has been
nobreach of ehic, thatth assignment consuling assignment has been prepared insccordance with USPAP Standards, and
hat thereportcan b properly certiied when required by USPAP Standards Rules 23, 33, 5-3, 69, 83, or 10-3.

Anapprsiser mustaffx, o authorize theuseofhis orher ignatur o certify recogniton and acceptance o
espansibiltie n an sppaisal r apprasa review assignment. An appraiser may authorizethe use ofhis o hr si
only on an assignment-by-sssignment bsis.

Inaddition, an appraiser must ot affx the signature of ancthe appraisr without his o hr consent. An appraser must
exercise due care 1o prevent unauthoized use of his o hersignature. However, an appaiser exercising such care is not
responsible forunauthorized use o hisor her signature.

CONFIDENTIALITY.
‘An appraisr mst protect the confidentia nature of the apprise-property ownee relatonship.

‘An appraser must actin good fith with regad o thelegitimate inteests ofthe clent n the use of confidentil information
and i the communication of ssignment esuls.

An appraiser must be aware o, and comply with, all confdentiality and privacy laws and regultions spplicsble in sn
assignment.

A ppraiser must ot disclose confidential factual data btained rom a property owmer 1 anyone oher than:

“The lient;
Partes specificlly authorized by the client;

State appraiser regulatory agencies:

“Thid paties as may be authorized by due process of aw; or

A duly authoized professional per review commitie except when suchdisclosure (03 commitie would vioate

el Resrasl P PAANIUP 20152053 (rted 13 1E) Pases.
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spplicable law or regalation.

An sppraise must tske reasonable seps 1o safeguard access to confdental nformation and assigament resuls by
unauthorzed individual, whether such information o resuls are in physcal or electroic form. In addiion, an sppraiser
must ensure that employess, co-worker, sub-coniactors,or ohers who may have access o confidential information or
asigamentsreults,are awar of the prohibitionson disclosure of such information of resuts.

It unethical for  member of a duly authorized professiona peesreview committe o disclose confidential information
presented o the commitee,

When all confidentil lements of confidential informtion are removed through redaction o the process of aggregation,
lient authorization s ot equird fo the disclosureof the remaining information, as modified.

ey ———E ey T] Pose?
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RECORD KEEPING RULE

An appriser st prepare aworkfk forcachappraisal o appraisl review assigament. A workfle must be inxistence prior
o the issuance of any report or other communicaton of assigament resls. A wriien summary of an oral report must b
‘added o the workfle withn a reasonable time afe he issuance ofthe oral report

“The workfile must nclude the name of the clieatand the identity, by name or type,of any other intended uses, and true
copiesofallwritte eport, documented onany ype of medi. (A ruecopy isa eplica of the repotransitied oth cliat.
A photocopy oran electronic opy of the entire repor transemitied o the clentsatisfies therequiremen of a true copy.) A
‘workfil must contan summaries o all oal eport estimon, o a ranscript of testimon, including th appr
and datedcertification; and al ther dat, informatio, and documentation necessry o suppor the appraiser’ opnions and
conclusions and to show compliance with USPAP, o references o th locaton(s)of such other dat, information, and
documenttion.

A workfilein support of a Restricted Apraisal Reportor an oralappraisal report st be suficien fo the appraier 0
produce an Appraisal Report. A warkiile insupport of an oalapprasal review reort must be sufcint fo the appraser
produce an Appraisal Review Report.

An appraiser must reain the workfilefor a priod of at feat five years ater preparation o a esst two years aftr final
dispostin of an judicil proceeding in which the ppraiser provided tetimony related o th asignmen, whichever period
expirs las.

An appraser must have custody ofth work e, or make approprise workfie reention, acccss, an rericval arangements
‘with theparty having custody ofthe workfle. Thisinludes ensuring that a workfle s storedinamediur that s rtrievable
by the appraier hroughout th prescribed rcord reenton period. An appraiser having custody of a workfile must allow
other appraisers it workle abligations relaed t anassignment appropriate acess and rerieval for the purpose of

submission 0 sate ppraises regulatry agencies;
‘compliance with due pross of law;

submission o  duly aulhorized professonsl pecr eview commities;or
‘complisnce with retieval amangements.

A workile mustbe made avilable b the appraiser hen required by a state appaie regulatry agency or du process of
[

An apprases who willully or knowingly fils 0 comply with the obligations of tis Record Keeping Rule i n violation of
the Etics Rule,

ol Reoprasal o A NILP.2015- 20454 (rnted 1un38) Pases
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SCOPE OF WORK RULE

For each apprisal or apprasel review assgament, an ppraiscemust:

L. Wentify the problemto be solveds
2. Detemmine and perform the scope of work necessary to develop eredible assigament reuls;and
3. Disclose the scope of work n the repor,

An appraiser must properly identify the problem o be solved i order o determine the appropriate scope of work. The.
appraiser mustbe prepared (o demonstrate that the scope o work issuffiient o produce credible assignment esuls.

Scope of work includes,but s not limited o

+ the extent 10 whichthe property i identified;
+ the extent to which tangibl property s inspected;
+ thetype and extent of dta researched; and
+ thetype and extent of analyses applied 0 arive at opinions o conclusions.

Agprisers have broad flebilty and ignifcant esponsibiliy i deteminingthespproprisescope of work fo a apprais
or appraial review assignment. Credible ssignment results equire support by relevant vidence and logic. The credibilty
of assignment esuls s always measured in the contex o the ntended use.

PROBLEM IDENTIFICATION
‘An appraiser must gather and anlyze information about those assignment lements that are necessasy o properly identify

the appraisal, apprisal eview or appraisal consuling problem (0 be solved, The assignment lements necessay for problem
denification are addressed in the Standards Rule 6-2

lientand any other ntended users;
intended use ofthe appraser’s opinions and concusions;
type and definition of value;

effctive dat of theappraisr’s opinions and conclsions;
subject ofthe asigoment and i elevant haractristics;and
assignment conditons.

This information providesthe appraser withth basisfo determiing the ype and extentof esarch and analyses o nclude
in the development of an sppraisl. Simillr nformaton i necessary for problem ideatifcation i appraial review and
appraisal consuling assignments. Assignment conditons include:

assumpions;
extraordinary assumptions;

hypothetcal condiions;

laws and regulatons;

jurisdictiona exceptons; and

other conditions thataffctth scope of work.

SCOPE OF WORK ACCEPTABILITY.

“The scope of work must include the research and anlyses thatar necessary o develop credible assigament resls. The
scope of work i scceptable when it meets or exceet

. the expectationsof partes who areregularlyintended users for simila assignments; and

[y ——r——rrr Ty —r] Fages
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Determining th scope of work is n ongoing pocess i an asignmen. Information o condiions iscovered during the
course of an assignment might cause the appraser{ reconsider the scope o work. An appraiser st be pepared 0 upport
the decsion 0 exclude ay investigation, nformation, method, o technique that would appea elevantoth lint, nother
tended uer, o the appraser’s pees.

‘An appraisr mast ot allow assignment conditions o limit e scope of work o such a degree tha the asigament results
are not redibl i the context of the intended use. In additon, the spprais must ot alow the intended use o an assignment
or a client’s objectives tocause the assignment rsuls to be bissed.

'DISCLOSURE OBLIGATIONS
The report must containsuffiient information t allow inteded users o understand the scope of work performed. Proper

disclosure i required becauso cliets and other inended uses may ely n the sssignment resuts. Suffcent information
includes disclosure of research and analysesperformed or not performed.

il Reprasl P PAANILP 201520 wpd (e 130018) Paseto
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JURISDICTIONAL EXCEPTION RULE

IFany applicabl law or regulation precludes compliance with any partof USPAP, onlytht part of USPAP becomes void
forthatassignment, When compliance with USPAP isrequied by federallaw o regulation,nopart of USPAP can b voided
by alawor regultion of  stae or loca urisdiction. When an appraiser properly follows this Rule indisregarding a part
of USPAP, tereis no violation of USPAP.

Inan asignment involving a jurisdictiona exception, an appraisr must:

identify the law o regulatin that precludes compliance with USPAP;
comply with tht law or regulation;

clarly and conspicuously dislose inthe repor the part of USPAP tht is voidad by that v or regultion; and
cite i th report thelaw or regulation rquirng this exception to USPAP compliance.

“The purpose ofthe Juisdictiona Excepion Rule i sretly limited o providing a saving o sevrabilty cause intended to
preserve the baance o USPAP if one or e of s partsar determined as contary 1o law o public policy of s jursdictio.
By logicalextension,thee can b no vilation of USPAP by an appraiser who disregard, with proper dislosur, oly the
partorpars of USPAP that e void nd of no force and effectin  partcula assignment by operation oflegal authoriy.

It misleading for an appraiser {o disregard  part or parts of USPAP as void and of i force and effect in a partcular
assgnment without idenifying th par o pats disregarded and the legal uthority justifying thi action in the sppraiser’s
repor,

“Law” ncludes constituions, legsltiv and court-made v, and administrativeruls (such s from the Offce ofthe Texas
‘Comptollr of Public Accounts)and ordinances. “Regultions” nclude rules or orders having legal force, ssued by an
administrative ageney. Insructions rom client oratomey do o establish  juisditional excepion.

A juisdictionl exception prevalentin T s tha ppaisersar seekin toesablsh i market value” s defined by the
Texas Property Tax Code instead of “market vlue” as found inthe USPAP defnition section.

T —— ] Paset
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USPAP STANDARDS 5 AND 6: MASS APPRAISAL, DEVELOPMENT AND REPORTING
(General Discussion)

In developing a mass appraisa, an sppaisr must be swareof, undersand, nd corrctly employ hose recognized methods
and techniques necessary 0 produce and communicate credible mass appraisls.

Stndards $and 6 appy o all s apessls of el and pesonl property egardis of the purpese o s of soch
apprasl. s iected oward h ultative aspets fdevelopig nd commnicaig competenanlysoinons,and
conclusions in he msssprasl ofproeriss, whthe ral propey or pesonl propery. Sandar s decedtoward
he subsanive spectof developing redibl aralyss, piions, andconclsions h mas apprasl o properties,whic
Siandard 6 idsees th comen ad evelof nfommaion e . eport et communcate the resuts of 5 s
aprssl.The rporing and jisictonl excptons sppliable o pubic s spprsls pepard o prposes of a4
o aios 3o ack by 1o sprasl reared e olhr st

A mass appraislincluces:

dentifying propertie o be appaised;

defining marked reas of consstent behavior that applies o properie;

dentiying charactersics (supply and demand) that affec te creation of velue in that ket area;
developng (speifying)  mode strcture thtreflects the eltionship amon the charactritcs affcting value in
the market area;

calibrating the model stuctur o determine the contribution ofthe individualcharacteristcs affctng value;

+ applying the conclusions eflected i the model o the characteistic o the propetis being sppraised; and

+ reviewing the mas appraisal resuls

As previously stated in the PiA Policy Sstement (page 2), it may no be posibl orpracicabe or al the mass apprissl
atibutes lsted above t be rigorously applid tothe many types of complex andior unique propertis tht P&A typically
appraise. Oftenther ar contractua imitations on th scope of work needed o required. More prevalenly, these ypes
of propeties do not normally provide a relisbl database of market transactions (ordetais of ransacions) ncessary for
satisticallysupportabl calibrtion of apprisal models and review of apprisal esuts Generally these two functons are
effctively accomplished hrough annual extended eview meetings with zxpayers (and clients) ho providedat,sometimes
confidentaly that allows or appraisal models tobeadjused where necessary. Neverthelss,and ot withstanding whether
P&A implicityor explicitly employsorreportsallatrbuteslsted above, inall cases P&A at the minimorm employs tenants
of “generallyaccepted apprasal methods” which e the genesisof USPAP Standards.

Per USPAP guidelines, PA will make known all departres and jursdicionl exceptions when invoked (f an apprisal
method o speifc requirement i applicablc but not nesesary o atain credibl rsulsina paticular assignmen).

“The varous section of Sandard 5 (development of mass appraisl)and Standard 6 commurication of the mass spprssal
result) arebriefly summarized below:

©  Standard S.1: Esablishes the appraisers technical and dhical ramework. Specificlly, apprisers must recognize
and us stabished prncipis, methodsand tehniques of apprasa ina careful manner whil ot commiting substatial
erors of fact or negligence that would mateially affet the apprasa resuls and o give a credibl estimate of i
market value. To tis end apprasers must continuously improve his or her kils to maintain profciency and keep
abreastof any new developments n thereal and personal property sppraisalprofession. This Standards Rule does not
imply thatcompetence requires perfecion, as perfection i impossile 0 atan. Instead,trequies ppraiersto employ
every reasoniable effrt with regards to due diligence and due care.

il Reapral P oA NIUP 2015-2053 (rted 13unie) Paserz
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® Standard $:2: Defines the ntroductory framework requiremeats of developing a mass appraisal, focusing on the

- clien(s),intended users, effective da, apprisal perspective, scope of work,
extraondinary assumptions, hypothetical conditions,the type and dfiniton of value being developed (typially “Bir
market value” or d valorem tax purposs),characeristicsofthe propery being appraised inrlaion 0 the type and
definiion of value and intended use, he characteristics of the property’s market, the propert’s real o personal
atibuts,factional interest applicabilty,highestand best us analyss long with oher land-related considertions,
and any othe economic consideratons elevant o th property.

§
gl
g
8"
gp

®  Standard 5.3t Defines requirements for developing an specifying approprist mass spprasal dta and elemets
spplicablefrreal and personsl property. Forcalpropery, the data and lementsnclude:existing land use regultions,
reasonably pobable modificaion of suchregulations,cconomic supply and demand,th physical adaptability f the
real estate, neighborhood trends, and highest and best use analysis. For personal propery, the relevant data and
element nclude: dentification ofindustrytends, rae levl, hghest nd best use, and recognition ofthe appropriae
market consistent with the type and defiition ofvalue.

©  Standard S.4: Further defnes requirements for developing mass appraisal models, focusing on development of
Standardized dats collecion forms, procedures, and training materals that ar used uniformly on the universe of
properties under consideration. This ule specifics thatapprascrseraploy recognized techniques or spcifying and
calibrating mass apprisal models. Model specification is the formal development of & model in a satement or
mathematial cquation,including sl due consideratons for physical funciona, and extemal market factors a they
may affct the spprasal. These models mustaccurately represnt the reltionship between property value and supply
and demand fctors,a epresented by quantiative nd qualtative property charateristics. Models mustbecalbrated
using recognized techniques, including, but ot inited o, mltpl inar regression,nonlinearrgression, and sdaptive.
estimation. Models may be specfied incorporating the ncome, market, andlor cost approaches 0 value and may be
tabular, mathematca, incar, nonlincar, or any ofher sructue suitable fo represening the observable property
harscteistics such s adapive cstimation. Model calibaion efers o the proces of analyzing sets of property nd
market data to determine the specific parameters of a model.

®  Standard 5.5 Defines rquirementsfor ollectionofsuficient factualdat, in both qualiative and quanttative tems,
‘ncessary toproduce redible appraisal resuls. The propery characerisic cllectd mustbe conemporaneous with
the effective date of the apprisal. The dsta collecton program shoud incorporate a quality contol procsdure,
including checks and audits ofth data to cnure current and consstent records. Thi rle also calsfo clls fo an
appraisr, in developing income and expense statements and cashflow projections, 0 weigh isorical information and
{rends, current market factors affctng such trends, and reasonably anticipaed cvens, such as competion from
developmentscither planed or under construcrion. Terms and conditions of any leases should be analyzed, s well
s the e for and extent ofany physica insection of the propertis being appraised.

®  Standard 56: Defins requirements forapplicationof a calibrated model o the property being appaised. This rule
Cals for: the sppraser to recognizs methods o techniques based on the cost, market, and income approaches for
improved parcels; the appraier 1 value sites by recogaized methods or techniques such s allocation method,
abstraction method, capitalizaton of ground rent, and land residual; th appraier o develop value of eased fee or
Jeasehold esttes with consideraton forterms nd conditons of existin leases, and, when applicable by law, s if eld
i feesimple whereas market ent e substtuted oractua ontract renis; the appraser foamalyzs the ffec on vaue,
ifany,ofthe sssemblage ofthe various parcels, divide interets, o component pats of a poperty; the appaisr (o
analyze snticipated pubic or private improvemens located on o o the st and analyze th efecton vlue,if any,
of such anticipated mprovementst the exten they ar rflectedin market actions.

© Standard S7: Defines the reconcilston pocess of  mass sppaisal. Specificaly,apprasers st analy 2 the resuls
‘ndlor applicabily of the various approaches used whie nsuring tht, on noveral bass, standardsofreasonablencss
‘and accuracy are maintained with the appraisal model selcted (underline added for emphasi). 1t s implicitin mass
apprisal that, even when properly specified and calibrated moelsare used, some individual value conclusions will
ot mee standard of reasonablencss, consistency, and accuracy. Appraises have a professional responsibility to
ensure that, on an overal basis, models produce vajue conclusions that meet atiainabl standards of ccurecy.

il Reppraal P PRANIUP.2015- 2053 (ined 13unie) =X
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®  Standard 6.1: Defines requirements of a mass appraisal writn report by addressing the content and leve of

informaion equired n areport that communicates the resultsofamass appraisl(elementsaf which e futherdeailed
i the next thre secions of ths rport that discuss PizA apprisal procedures withregards (0 specifc categories of
property).

© Standard 62: Defines requiremens for appriser certificaton ofthe mass appraisl writtn reprt.

“The following sections of thisreport discussin detail the variou elemers o th mass
by USPAP Standard -1, with regards o PaA appraial of Mineral Interest,Industril.
Eeae

isal writen repor s rquired
lty-Personal Propery, and Real
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USPAP STANDARDS RULE 6-1: MASS APPRAISAL OF MINERAL INTERESTS

Note: This section,in conjuncton withany attochedor sepoately provided PB generoted appraslreprts
specfic o th subjec property o propertics, consttutes the “mass apprasl wicen repor” s equied by
USPAP StandardsRule 6-1, USPAP Standords e 6-2 (certfcaton)can b found at the end o this report.
USPAPStandord e trough -7 nsrucions an explanatinsregording thedevelopmen,application,
nd reconlfation f mass ppralsal volues),a thy apply to PRA mass apprasa pocedures, are discussed

below. USPAPDOES NOT DICTATE THE FORM, FORMAT, OR STYLE OF APPRAISAL REPORTS, WHICH ARE.
FUNCTIONS OF THE NEEDS OF USERS ANDPROVIDERS OF APPRAISALSERYICES. USPAPALSO DOESNOT
MANDATE THAT EACH APPRAISALREPORT BE LENGTHY AND FULL OF DISCLAIMERS. Readers shouldnote
o ol PRA reprt,unlesssoted otherwis, are of o “restcted” nature hereas aditonal documentation
and detil may be valaleper certain Texas Poperty Tax Code provisions

INTRODUCTION

‘Definiton of Apprisal Responsibil of Effor): The Mineral Valuaton Department of Pritchard & Abbrs, nc.
(“P&A” herenafer, is responsible for developing credible values for mineral interests (fll or fractonal percentage
‘ownership ofoil and gas leasehold interes,the amount an type of which are legaly and/or contactually reated and
specifiedthrough deeds and leaes, eal.) associated with producing (or capable of producing) lases. Mineral ineretsare
ypically considered real propery because oftheir dervation fromthe bundle of rights associated with oigial fee simple

ofland. Typically ll the mineral nteest that spply 0 singleproducing lease ar consoldated by ype (working.
vs.oyalty) with eachtype then appraied fo fullvalue which i then distbuted 0 the various ractionaldecima inteest
owners prorta 10 their individual type and percentage amount.

PaA"s typical client i & governmentalenity charged with apprasal responsiilty for ad valorem tax purposs, although
other types oflients (rivate businesses ndividuals, tc.)occasionaly contrac forappraisal sevices which are scly for
Various non-ad valorem tax purposes 50 that n0 confits ofiteestar created with P&A's cor ad vlorem tax work.

P& herehy makes th assumpiion tha, i all appraisal assignments performed for governmental eniiie in satisfaction of
contractual obligationsrlated 10 ad valorem tax.,the liet does o wish 0 o cannotlegally request the appraisl report
ot idenify the lient.

Inended uses ofour reportsaretypically the lien(s) for which we are under irect conract. Alhough taxpayers o their
agenis who own andlor epresent the subjec property being appraised often receive these fepotscither by law o as 3
courtesy of th client or P&A, his receipt does not mean thse parties automatically become Intended Users a defned by
USPAP. A party receiving  copy of report i order o atisty disclosure requirements doesnot become a intended
user of the appraisal o mass appraisal unless the appraiser speciicallyidentifes such party as an intended user.
Potentialothr usersinclude paties nvolved n adjudicaion of valuaton disputes(rview board mermbers, lwyers, judges,
), govemmental gencies which perodicaly revicw our appraisels for various statutory purposcs (such a the Texas
(Comptoller's Offce) and private paties who may obain copis ofour appraisals hrough Open Records Requests made to
sovernmental gencies.

This section of P&A’s USPAP reportis notapplicable o any mineral ormineral nerestproperty that an appraisa disrict
appraises outsde of PAA' apprisal services, In which case the appraisal distrct’s overall USPAP report should be
referenced.

P&A makes the Extraordinary Assumtion thatallpropeties appraisd fo ad valorem tax purposesare marketabl whercas
ovnership and il (0 propery are feeof encumbrances and athr estrctons thatwould affet fir markt vl 0 an extent
ot abvious 0 the general marketplace. [fandlor when we arc made awareof any encumbrances, tc, these would be taken
into sccount in ur appraisal in which case the extraordinary assumpion stated sbove would b revoked.

el Resppraal pla PAA HIUP 201520 wp (Prited 133 1E) Pagess
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P&A i typically under contract to deermine curent market value o “fir market value” of said mineral imerest. Fair
market value is typicaly described a th price ai which a property would sellfor i

+ exposed inthe open market with a reasonable ime fo the seler fo fnd a purchaser;

+ boththe buyerand seler know of al the ues and purposesto which the poperty i, orcan b, adspied nd ofthe
enforceabl retricions on it use; and

+ boththe buyer and seler seek tomaximize ther gains and neither i napasiton o take advantage of th cxigencis.
ofthe other. [Exigencies re pressin,or urgent condiions that eave one paty at a disadvantage o the o]

For ad valorem tax purposes the effectve date i usualy legislatvely specified by the particular Stat in which we are
orking - for example, in Texas the len date isJanuary 1 pe th Texas Property Tax Code. For ad valorem tax purposcs,
th dat of the appraisals andreports ar ypicallyseveralmonthspas theeffctve ate hercyIeaving open the possibily
thatartrospectve approsch is appropriae unde imited and presribed circumstances (nformation afir the cffctve date
eing applicable only if i confrms a trend or othr appraisal condiion that xisted and was generally known s of the
effective dac)

P&A belevesthissection o this repot, in conjunction with any attached or sepaatly provided PAA-generated repor(s),
meetsthe USPAP definiton of typica practice”; .. i satisfies  level of work that i consstnt it

+ the expectationsof participansinthe market fo the same o similarappraial services; and
+ what P&A's peers actons would b in performing the same or smilar appraisl serices in compliance with

USPAP.
Legal and Stattory Reairemen: In Texas, te provisionsof the Texas Property Tax Code and othe rlevant lgiskative

measures involving appraisal administation and procedures contol the work of P&A a5 an extension of the Appraisal
District. Other state in which P&A is employed will have simila controling legislation, regultory agencics, and
‘govemmental enites. P&A is responsible for appraising property on the bass of i fir market value a5 of the staed
effctive dae January 1 in Texas) forad valore tax parposesfo eah taxing it that imposes ad valorem axes 0 property
inthecontracted Appraisal District. Allmineralproperis ntrests)a reappraiscdannually. The deintion of Fair arket
Value i provided and promulgated for use in d valorem tax work in Texas by the Texas Property Tax Code, and thercore
s Jurisdictonal Exception supercedes the definition of “market value” as found in USPAP defnitions.

INOTE: I TEXAS, PRABELIEVES THE PROPERTY BENG APPRASED AND PLACED ON THE TAX ROLLISTHE INTEREST.
AND NOT THE OL OR GAS MINERAL TSLF, PER PROPERTY TAX CODE SECTION |.04(2)F). WHLLE OIL AND GAS
RESERVES CERTANLY HAVE VALLE, T FACT S THAT T IS THEINTERESTS IN THESE MINERALSTHAT AREBOUGHT AND.
5OLD, NOT THE MINERALS THEMSELVES. THESALE OF MINERALSASTHEY ARE EXTRACTED FROM THE SUBSURFACE OF
THE AN WHERE THEY RESIDEAS MINERALS N PLACE"MONETIZES" THE INTEREST AND THUS GVES THE INTEREST TS
VALUE. WHENEVER PBA REFERS TO “MINERAL PROPERTIES” IN THIS REFORT OR IN ANY OTHER SETTING, 715 THE
MINERAL INTEREST, AND NOT THE MINERAL TSELF, THAT 5 THE SUBJECT OF THE REFERENCE.

Adniisaiv Reguiements: PAA endose he picipal ftheItemational Assecaionof Asssiag Offcers AAO)
Toganing s appraie practcs and procedure. P&A a0 cndorses,and llows when posse, e sandads proulgated
bythe Appraisal Foundationknown th Uniform Standards ofProfessional AppraisalPractice (USPA). Inalcases where
TAAGandlor USPAP ruirements canno b satisfed foresson ofraciclity o ielevancy, P sibscibes o “generlly
accptedapprasal methods and technies” 50 ha s value conclsions are credbleanddefadabl. P&A sl el
oriannua conac bid 0 the Appresl isic Bard of Ditectrs o he O o the Chief Apprisr andisbound 1o
produce appraial esimates on mineal propetcs within th costconstrints of aid bid. Any spprasel practices and
procedures followed by P&A ot expiily defned o allowd trough IARO or USPAP reuirments ar specifed by the
exas Property Tex Codeorathe secifi equest o direction o the Oficeofthe Chief Apprase.

Appraisal Resources.
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Persomel: The Mineal Valuaton Division staffcosist f compeent Ptroleu Eincers,Geologists, and Appricrs.
Al personnel ar Registerd Prfesionsl Appraisrs with the Sat of Texas, o ar progressing owards his designation
ithin the alowable time rames prescribed by th Texas Deparment of Licensing nd Regulation (TDLR) andlor other
Hiensing and egustory agencesa pplcabe.

‘Data: For cach mineralproperty & common set of datacharacterstics (L. isorical production price and expense dats) s
collected from various sources and entered into P&A's mlaffame compute systm. Historical production data and price:
datasavailabl through tate agencies (Texas Railroad Commission, Texas Complrole,etal.)orprivate frms who gather,
Tormat and repackage such dtafo sale commersialy. Each poperty'scharacteristcdat drivesth computer-assisted mass
appraisal approach o vlustion.

b e S e 3% pary
ons on ko prsoml g o, ommriaion and deseninon of sppriss 10 S
Wbrmaton s vadable to he xpaye and clint through slectonic means incluing nernet 310 ot phove.ine
connectivity. The apprsiser supervising any iven conract fields many of he public’s question or edirects them o the
proper department personnel

VALUATION APPROACH (MODEL SPECIFICATION)

‘Conceptsof Value: The valuation ofoil and gas properie s ot an exact cience,and exact accursc
1o many factors. Neverthelss, standards of reasonable performance do exist, and there arc usually rlisble means of
measuring and applyin these standards.

Petrleum propertis are subject o depleton, and capial investment must be retumed before economic exhaustion of the
resourc (mineal resrves). The examisation of petroleum propertes involves undersanding th geology of the esource
(producing and non-producing), type of reservo energy, the methods of secondary and enhanced recovery (fapplicable),
and the surfce treatment and marketablty of the produced petoleum product(s)

Evalustion of minerl propertes s 8 continuous pocess; the value s ofthe lien dte merely repesents “snapshot” inime.
“The potenial value of minerl interests derived from sale of minerals o be extracid from the ground change with mineral
price fluctuation inthe open market,changes in extraction technology, costs of extraction, and other vaiables such s the
Valueof money.

Approaches to Value for Petroleum Property

‘Cost Approsch: The us ofcost dtainsn apprisal for market value i based upon th economic principl of substituton.
The cost approach typically derves value by & model that begins with replacement cost new (RCN) and then applies
depreciatoninall s forms (physicaldepreciation,funcionaland economic obsolescenc). This method s difficult 1 apply
il and gas properie sinceleae acquisiton and development may bear o elation to present worth. Though very useful
in the appraisal of many othr ypes of properis,the cost approach i no readily aplicabl to minera propertis. (ecp
in mind thatth property acualy being appraised s the mineal iterestand not heof and gasreserves hemselves. Trying
108pplyth cos spprosch o evalution o mineral interst i ik rying 0 spply the costapproach o lan; s amoot point
because bothar el propertie that ae inherently non-replaceable | As 8 general rule, and forthe reasonsstated above,
Pritchard & Abbtt, Inc., docs not employ the cost pproach n the appraisal of mineralinterets.

“Ths approsch may bedefined a one which uss data available from actual ransaciionsrecorded n the
market plac itslf_ .., sales of comparable propertes ffom which a comparison to the subject property can be made.
Ideally, this approachs main advantage involves not oy an opinian butan opinion supported by the actual spending of
money. Although a first glancethi approach seems to mre closely incorporat th sspects of far market valu per
classical defiiton,here are two fctors hat severly limi the usefulne of themarkst approach for appraiing il and gas.
propertes. First, ofl and gas property sale dat s seldom disclosed (in non-discosure states such as Texas); conseqently
here is usually a severelack of market data suffcient for meaningfulstatistcal analysi. Second,all conditonsof each sale
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must be known and careflly investgated to be sur one docs have a comparative indicator ofvalue per fis market value
perguisites.

Many times when these propertis do change hands, it s generaly through company mergers and acquisiions where oher
asses inaditon ool and ga reserves are involved; this further complicat the analysis whercby a ol purchase price
must be allocated tothe individualcomponents - aspecultiveand somevwhatabirry askatbest. Inthe case of il and gas
propertes, a scarcty of sales requires that every evidence of marketdata be investgated and anlyzed. Factos elative to
the sal of il and gas propertiesare:

curnt production and estimaed decline foecast by the buyer;
esimaed probable and potenial reserves;

eaeral lease andlegal information which defines privlegesor limiaton ofthe equity sold;
undeveloped potental such a secondary recovery prospects;

proximity o other producton already aperstd by th purchaser;

contingencies and other cash equivalents; and

otherfatorssuch as sze ofpropery, ravity o i, e

nthe vent thatall hese fctors reavalabl for analyss, e consensus ffort would be taiamount o performing an ncome
‘approsch (0 vlue (or ying 10 duplicate the buyer’s income approach 1o value), thereby making the market approsch
somewhatmootints appicabilty. Asa general rule, ind forthe reasons stated above, Pritchard & Abbot,Inc, rarely
‘employs a igorous application of the market approach n the appraisa ofmineral interests.

Income Aooroack: Thisapproach to valuc most readily yields st the appraisl of mineral inerests. Data s readily
available whereby a model can be crated that ressonable estimaes a futur income stream to the propety. This future
income may then be convertd (discounted) into an esimate ofcurent value. Many referto this a  captalization method,
becausecapitalizationsth process of convering an ncome tzeaino  capitalsu (value). As withany method, the fral
Value is no bette than the eliabiliy f the input dats. The underlying assumption s tha people purchase th property for
the future income the propery il yild. [Fthe land or improvementsar ofanyresidual value afer the cessation ofoil and
g productio, tha valu should also b included (i those componeas ar aso being appraised).

“The elevantincome tht should be used i th expected uture et income. Assumptions of tis method are:

+ Pastincome and xpensesar not & consideraton, except nsofar s hey may b & uide o estimating future net

+ “Thatthe producing e a5 wel asth eserves (quaniity of the mineral)ar cstimated fo e property.

+ Fuiure income is Ies valuabe than curen incomc, and so fuure ne income must be discounted o make it
cquivalent o hepreent ncome. Thisdiscount fcor reflcts the premium of present money ave futre money,
e, interest e liquidity, invesment management, ad is.

As & general rule, and for the ressons stated sbave,
approach to value inthe appraisal of mineral interest.

itchard & Abbott, Inc, reles predominantly on the Income

DATA COLLECTIONVALIDATION

‘Sources of Daty The main source of P&A's property dtais datafrom the Railroad Commission of Texasas reported by
‘operators. As amontbly acivty he dota processing depatment eceives datatapes o electonic fles which have updted.
and new well and production data. Other discovery tools ae fekdwork by appraser, fnancial data from operators,
information from chief appraisrs, tex asessors, rade publicaions an cityand local newspapers. Other members of the
public ofin provide P&A information regarding new wells and ofher usefl facsrelate to property vluation.

Another cusialset of data o obainis the ownership of thesemineral iterst. Typicallya mineral lease s fractionatod and
‘executed with seveal if not many owners. This information i typiclly requested (under  promise of confideatial
‘concemning owners" persona iformation) from pipeline purchasers and/or otherentie (sch 3 operators) who have the
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responsiilty ofdisbursing the income o the minera nterest owners. Anothe source of ownership nformation s through
thetaxpayers themselves who fle deeds of ownership ransfer andlor correspond with P&A o the sppraialdistitdiectly.

"Data Colecton Procedures: lctronic and field daa colection requires organation, planning and supervision o the
appraisal staff. Datacollecton proceduresformineral properties are generally accomplished gobally by the company; L.,
production and prie data fo the entire state is downloaded at ono time into the computer system.  Apprasers also
individually gather andrecord specifc and particular information toth apprasal filerecords,which serves s the bsisfor
fon ofmineral properties. P&A i divided ino fourdistictoffce covering diffeent eographic aeas. Eachoffce
it manager, appraisal and ownership maintenance saff,an clerical saff s appropriate. Wil overallstandards
of performance ar cstablished and upheld for the various district offices, quality of datais emphasized a th goal and
ity of cach appraser.

'VALUATION ANALYSIS (MODEL CALIBRATION)

Appropristerevisions and/orenhancementsofschedules ordiscounted cash flow sotwar e annually made and then ested
prir o the appraisls bing performed. Calbration ypically involves performing muliple discousled cash flow tets for
leases with varying parameter input 1o check the correlation an reltionship of such indicators as: Dollas o Value Per
Barel of Reserves; Dollas of Value P Daily Average Barel Produced; Dolars of Expense Per Daily Average Barel
Produced; Years Payout of Purchase Price (Fair Market Value). Ina mre classica caliraton procedure, the validity of
Values by PAA's income approach tovalue i ested againt actual market transactions, i and when these transactions and
verifiable detals o these transaction ar disclosed 0 P&A. Of course these transactions mustbe anlyzd for meeting all
requisites of i market value definiton. Any conclusions of this aalyss are then compared o industry benchmrks for
reasonableness befor being incorporated ino the calibration procedr.

INDIVIDUAL VALUE REVIEW PROCEDURES

Individual property values are reviewed several times in the appraisl process. P&A's discounted cashflow softvare
dynamically generats various benchmark ndicatrs that the apprise reviews concurrent with he value being generated.
These benchmarks oten promp the appraise o reevaluae some o llof the parameters of data entry 50 2 0 arrive at &
value mre indicaive of industy standards. Exampls of ndicaors re dollars of value pe barel of ol reserve, years
payout, ct. In additon 0 appraise rview, taxpayers are fforded the opportuniy o review the appraised values, sther
before or ater Notices of Appraised Value are prepared. Operaors routinely meet with P&A's sppaisers fo
parameters andto provide data ot readily vailble to P&A through public or commercial sources, suchasindividuallease
operting expense and reseve fgures. And of cours, al property values are subjec o review through nommal protet nd
‘Appraisl Review Board procedurcs, with P&A scting as an extension of the Offcsof the Chief Appraisr.

PERFORMANCE TESTS

An independent test of the apprasal perforance of properties appraised by P&A is conducted by the State of Texas
‘Comptroller’s Offce through theannul Poperty Velue Study forschool funding purposes. Thisstudy determinesthe dgee.
of unformity and the median levelof appaisal fo mineral propertis. School jurisdictions are given an opportuniy to
‘appeal any prefimicary fndings. Afe the appea proses s reolved, the Comptrollr pblishesa eport of the finins of
the study, including in th report the median level of apprasal,the coeficient of dispersion around the median level of
appreisal and any other standard statstcal measures tht the Cormptrlle considrs spproprite.
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USPAP STANDARDS RULE 6-1: MASS APPRAISAL OF INDUSTRIAL, UTILITY
'AND RELATED PERSONAL PROPERTY

Note: This section, i conjunction withany attochedor sepratey proided Pk genroted appoial eports
Specfic o the subject poperty o proprte, consittes the “mss opveisal writen repot” asrequired by
USPAP Stadards Rl 6.1, USPAP Standords R 6. (crtfcation) canbe ound a th end of this report.
USPAP Standards ules -1 through5-7 (nstructionsand explanation egording the development aplication,
ond reconclfation of mess apraisal vlue) o thy apply (2 PEA mes apprasal procedures, re discussed
below. USPAPDOESNOT DICTATE THE FORM, FORWAT, ORSTYLE OF APPRAISALREPORTS, WHICH ARE
FUNCTIONS OF THENEEDS OF USERS ANDPROVIDERS OF APPRAISALSERVICES, USPAPALSO DOESNOT
MANDATE THAT EACH APPRAISAL REPORT BE LENGTHY AND FULLOF DISCLAIMERS. Readersshoud ote
that ol PR reort, uniess stated otheris,ars of o “estrcted” nature whareas odditional documentation
and detil may be valaleper certain Texos Property Tax Cade povisons.

INTRODUCTION

"Defintion of Aprssal Responsibilty: The Engineering Services Department of Pritchard & Abbot, Inc. (P&A) is
responsibl for developin fur and uniform marke values for industial ulty and personal properies.

P&A's typicl clint i a governmentalenity charged with appraisal responsibility for ad valorer ax purposes, although
othertypes ofclints (private businesses ndividuals, etc.) occasionlly contrat forappraisal sexvices whichae ticly for
Various nor-ad valorem tax purposes 0 tha n0 confict ofterest ae created with P&A’s core ad valore ax work.

P&A herehy makes the assumption tha, inall appraisl assignments performed for govemmentl entites n satsfction of
contractul obligtionsrlated 10 ad valorem tax., the liet does o wish 10 or cannot legally request th appraisal report
ot identify the client.

Intended uses ofour reportsare typcally the client(s) for which we are under dirct contrat. Athough axpayers of heir
agents who own andior epresent the subject propery being apprised ofin recive these report either by v or a3 3
courtey of th cient or P&A, hs rcciptdocs ot mean these pates automatically become Iniended Usersas defined by
'USPAP. A party receiving a copy of report in rder tosatsy disclosure requirements does not become an intended
user of the appraisal or mass appraisal unles the appraiser specifically identifiessuch party s an ntended user.
Potential othe users include patics involved inadjudicaion f valuaton dispute (eview board members,laveyers, judges,
), govermmental agencics which perodicaly rview our apprasal fo various siatutory purposes (such as he Texas
(Comptroller’s Office) and pivate parties who may oblain copics of our appraisls through Open Records Requests made o
overmmentalagencics.

P&A belevesthissccion of this eport, inconjunction with any attched or sparatly provided P&A-generated repor(),
meetsthe USPAP definiion o “typical practie”; .. it satisfis  evelof work tht i consisten with:

+ the expectationsof aricipantsinthe market for the same or similar apprasal services; and
+ what P&A's peers actons would be in performing the same or similar appraisl sevices in compliance with
USPAP.

This section of P&A's USPAP report s not applicuble to any Industia, Uly, or related Personal Property that an
appraisal ditict appraises outide of PAA's appraisal serices, in which case the appraisal ditrict’s verail USPAP
repor should be eferenced.
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PatA makes the Extraordinary Assumption hatal propetis spprased forad valorem wx purposes are marketabl whereas
‘ownership an i to propery arefe of encurmbrances and other esrictons that wouldaffect fir market vluc o an xtent
ot bvious o the general marketplace. I and/or when we are made awareof any encumbrances, c, these would be aken
1o sccount in ourapprasal in which case the exraordinary assumprion stated sbove would b revoked.

Lepa and Stavory Requiements: The provisons of the Texas Propety Tax Code an releven egslaive mesures
involingappasal administation and procedurs controlhe ok f P& A a sbcontacor0th AppraslDisic. PEA
s responaible for appralsing property onthe bsi f s market vlue s of Jauary 1 for ad valorem ax purposes forcach
{axing i thatimposcsad vlorem xson propertyn the conracied Appasa Disic Al nustisl, ity and ersonal
propertic ar eapprisedannually. Th definition of Fair Merket Value i providd and promlgated forus nad valoren
o work n Texas by th Texas Property Tax Code, andtherefore s a Jurisdictonal Excepton suprcedesthe defiiion
of market valu” 8 found in USPAP defnions.

Administrative Reaquiremens: P&A follows generallysccepted anlorrecognized appraisalpractices and when applicable,
the tandards of th Inemational Assocition of Assessing Offcers (AAO) regarding it appraisal pracice and procedures.
P&A, when appliable, also subscrbes o the tandards promulgated by the Appraisal Foundation known as the Uniform
‘Standards of Professonal Apprasal Practice (USPAP). PAA subrits annual o biannualcontract bidst th Offce ofthe
‘Chief Appraiser and i bound o produce apprisal estimates on industral, uilty and personal propertis within th cost
constrint ofsaid bid. Any appraisalpracicesand procedures ollowed by P&A not explictly defined through IAAO or
'USPAP requirements ae spcifed by the Texas Property Tax Codeandlor at the speific equestor dirction of the Offce
Of the Chief Appraise.

Appraisal Resources

Persomnel: The Engineerng Services Department and P&A's appraisal taff consists of sppraisers with degrees in
engincering busines and accounting. All personnel ae Registeed Profesional Apprisers withthe State of Texs,or are
progressing towards this designation s prescrbed by the Texas Depariment of Licensing and Regulation (TDLR),

[Dats: A setof datacharacersti .. oiginlcost,year of acquiston, quantie,capacitis,netoperatng ncome, poperty
descrption, et foreach ndustial, utilty and personal poperty i collcted from various sources. This data s mainained
in ithes hard copy orcompute file. Each property's characeristc datadrves the appropriate computer-assted apprsisal
spprosch to valuation.

Information Systems: P&A's mainfame computersystem s composed of n-house custom software augmented by schedules
and daabases hat eside s vaious applications on personal computers (PC). P&A offer  variety of systemsfo providing
property vnersand public eniies with information srvices.

VALUATION APPROACH (MODEL SPECIFICATION)

‘Conseptsof Value: The valuaion of industrial,uiity and personal popertis is not an exact cience, and exact accuracy
s o sainable doe to many fctors. These are considered complex properties aad some re considered Special Purpose
propertie. Nevertheless, standads of reasonable performance do exist, and there are reliable means of measuring and
applying thee sandards.

‘The evalustion and sppraisl of industsl, ulity and personal propety rlies heavily on he discovery of the property
followed by the application of recognized appraisal techniques. The property s subject o inflaion and depreciation i all
forms. The appraisal of industri and personal poperty involves understaning petroleum, chemical,stce, lecrial power,
lumber and paper industy procssss along with myriad ofother industrial processe. Economic potental orthis property
ustaly follows either the specfic ndusty o the general business economy. The sppraisl o uiiy propertics involves
understanding telecommunications,electrical ransmission and distibution, petroleu pipeines nd th railroad industy.

[ p———rrE———r] Papent




	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	[image: image24.png]'REAPPRALSAL PLAN OF MINERAL, INDUSTRIAL, UTILITY AND RELATED PERSONAL PROPERTY

Uy properie ar subjec o regulation and cconomic absolescence. The examination of uilty propery involves the
understanding ofth present vlue of fture income ina regulated environmen.

‘The goal forvaluaton ofindustial,ulty and personalproperie is 10 apprase al axable propery a "fis macket value™.
The Texas Property Tax Code defines Fair Market value s th price at which a property would transfer for cash or it
ivalent under prevailing market conditions if

 exposed fo sal i the open market withareasonabl ime forth sler o finda urchaser

* both the sellr and purchase
exigencies of the other.

‘Approaches o Value for Industrial, Utlty, and Personal Property

‘Cost Avprosch: The us ofcost dta in an apprasal for market vlue is based upon the economic principleof substtution.
“This ethod is most readilyapplicable o the appraisa f industil and personalproperty and some utlty property. Under
this method, the market value of property equalsth value of the land plus the current cost of mprovermentsles accrued
depreciaton. Aninventory ofthe lant improvemens and machinery and cquipment is maintsined by personallyinpecting
each faciliy every year. As 2 general rale, and for the reasons stated above, Pritchard & Abbott, Inc, rlies
predominaatly on the cost approach (o value i the appraisa of industrial,utiity, and personal property.

Market Aooros: This ppronhis haracteraeasone that s sl dat valable rom ctual ransctons nthe ket
place. Threar o fcors tht severlylni h useflaess ofth market approch foraprasing inds
pesona proeris. Fir, h propry sl daaseldom isclosed; consequenly ther i neufcen market dt orthese
properis avalable for meaningfl satisicl anlysi. Sccond, al condidons of sle st be known and careully
esigated o be sue ne docs hve  comparative indictor of value. Many times henthesepropetcs dochange hands,
it geerally hrough company mergersand acqision where alerases and nangbles  adiion 0 the ndusiil
wilty and peronal propery e ivolve. Th complexty f these sl presents nique challenges an hindranes o h
procssofallcaton of vale oth individualcomponents o he rsecton.

Inthe case of indusrsl, uilty and personal propertics, a scarciy of sales requires that all evidence of market dta be
investigated and analyzed. Factorsrelaive o the sal ofthse properties ar:

plant capacity and current production; terms of sl cashor cqivalent;
‘complexity ofpropery;

age of property;

prosimity o other industry aleady operated by the purchaser; and
other factors such ascapital investment n the property.

Asa general rule, and for the reasons stated above, Pritchard & Abbatt, Inc., rarely employs  rigorous application
of the market approach in the appraisa of industrial,udlity, and personal property.

Insome Approsch: This approsch to vaue mst readily yiels telf 1o al income generting assets, especally
propestics. Data for utility propetics is_avallabl from annual eports submited t regulatory sgencics whereby future
income may b stimated, and then this fuure income may be converted ntoanestmat ofvlue. The valuaion of an ntire:
‘company by this method i sometmes refered o as a Unit Value, Many refer o this asa captlization method, because
capitalizaion s the process of converting anincome sirea into capialsum (value). As withany method,the inal value
estimate i no bt than the elability f the input data. The underlying assumption i that peopl purchase the property
for the futur income the property willield.
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“The elevantincome thtshould b used i the valustion model i the expecte future nt operating ncome sferdepreiation
butbefor ntrestexpense (adjustmentsfo Federal Income Taxes may or may not b required). Assumpions ofhis method

+ Pastincome and expenses areaconsiderstion, nsofr asthy may bea gide 0 future income,subject o regulation
and competiton.

+ The economie lf ofth property can b estmated.

+ The future production, revenues and expenses can be accurtely forecasted. Future income s les valuable than
current income, and 5o future et ncome must be discounted to make it equivalent {0 the present income. This
discount facor refects the premium of present money over fuure money, .., ineret rte iqudisy,investment
mansgement, andrisk.

‘As a general rule, and for the reasons stated above, Pritchard & Abbtt, Inc. employs the income approach in the
‘appraisal ofindustrial and uilit property oy when quantifiable levels f income are able (o be reliaby determined
‘andior projected forthe subject property. P&A does not employ the income approach i the appraisl of personal
property.

DATA COLLECTION/VALIDATION

‘Sources of Data: The main source of PA:A's propery daa forindustial and personal property s through feldwark by the
s and commercially/publicy availbleschedules developed on curent costs. Data or erforming iy sppraials
s typically provided by the taxpayer o is otherwise vaiable at various regulatory agencies (Texas Railroad Commission,
Public Utlies Commission, FERC, et. L. Other discovery tools ar financial data rom annual reports, nformation rom
chief appraisers,rendiion, ax assessors,rade publications and cty an localnewspapers. Other members o the public
often provide P&A informaton regarding new industry and othe usefl acts elted o property valuation.

‘Data Collection Procedurs: Electronc and fild daa colecton requires organization, lanning and supervision o the
appraialsaff. Data colection procedares have been cstablished or industil and personal propertie. Apprasers gather
and ecord informtion inthe mainframe systeen, where customized programsserve s thebassfr the valuationofndustrial,
ity and prsonal propertes. P&A i divided into multipl district offcescoveringdiferent geographic zones. Each ffice
has  distict manager and field siaff. While overall sandards of performance ar established and upheld for the various
disrict offices, qulity of data is emphasized as the goal and responsibiliy of each appraser.  Additonally, PRA’s
Engincering Srvices Department provides supervision and guidance to lldistrctoffces o assistin mainaining uniform
and consistent sppraisa prcties hroughout the company.

VALUATION ANALYSIS (MODEL CALIBRATION)

The valdity o the values by P&A's income and cost approaches o value i eted aganstactua market tansactons, ifand
‘when these transactions and veifabl detail of the transaction ae isclosed o P&A. These tranactions are checked for
‘meeting ll requsies of fir market value definiion. Any conclusions from tis analysis ar also compared t0 industry
benchmarks befor being incorporate i th calibration procedure. Appropriterevisians of cost schedules and appraisal
Soffware are annually made an then tesed for reasonableness prior {0 th appraisals being performed.

INDIVIDUAL VALUE REVIEW PROCEDURES

Individual propety values ae eviewed several imes in the appraisal proces. P&A's industral,uility, prsonal proprty
programs and spprisal spreadsheetsafford th appraiser he apporuniy to feview the value being generated. Oficn the
appraise is promptd toresvaluate some or allof the parameters of datsenty 503 to arriveat a valu more indictive of
indusry sandards. Examples of indicatos are original cost, replacement cot, serice lf, age, net operatng income,
capitalzaton ate, tc. Inaddiionto appraiser eview, taxpeyers are affoded the opportunity 1 eview theappraised values.
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ither befor or afer Notces of Apprased Valu are prepared. Taspayers,agentsand representatives routinely meet wit
P&A's appraisers (0 eview parameters and 10 provide dat not readily availble 1o P&A through pubic or commerc
sources, such as nvestment costs and capitalzation at studies. And of course, al property values ae subjec 0 review
through normal protet and Apprasal Review Bosrd procedures, with P&A scing s  represenative ofthe Offceof the
Chief Appraser

PERFORMANCE TESTS

An independent test of the apprasa performance of properties appraised by P&A s conducted by the Stae of Texas
‘Compirlle’s Offcethrough the annual Popercy Value Study forschoolfuning purposes. This seudy determines hedegree
of uniformity and the medianleve of ppraialfo il properis. School juisdictons are given anopportuniy o appeal
any prliminacy indings. Afertheappeal processisrsolved,the Compirolle publishs  eport f the findingsof hestudy,
including n the repors th median evelof appraisal, th coefTcient of ispersion around the median levelof sppraisl and
any otherstandard statistica measures thet the Comptroler considers sppropriste.
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