Procedures For 

Real Property Inventory Valuation
State Property Tax Code Section 23.12
1.
Background: 


a. State Property Tax Code Section 23.12 states that the market value of inventory 

                is the price for which it would sell as a unit to a purchaser who would continue

                the business.


b. Based on State Property Tax Code 23.12 the chief appraiser shall establish 
                one procedure for the equitable and uniform appraisal of inventory for 

                taxation and apply generally accepted appraisal techniques in computing the

                market value of residential real property inventory.
2.
Criteria: 


a. The following properties do not qualify for inventory valuation:

· Undeveloped lots, vacant acreage and model homes which are not listed for sale January 1st of the tax year.

b. The property within a residential subdivision must be for sale as the normal 

     course of business. Undeveloped lots do not qualify, as they are not ready for
     sale in the normal course of business. This property will be valued as raw
     acreage land.


c. Sec.9.4013. Real Property Inventory Appraisal 

 
(a) A real property inventory is two or more platted lots or tracts, and 



      Improvements, if any, meeting the following criteria:




(1) they are under the same ownership;



(2) they are contiguous to one another or are located in the same

                                          Subdivision of development;




(3) they are held for sale in the ordinary course of business; 




(4) they are subject to zoning restrictions limiting them to 




      residential use, or if not subjecting to zoning they are:





(A) subject to enforceable deed restrictions limiting





       them to residential use or,





(B) their highest and best use is as residential property:




       (can not be Ag properties) 




(5) they have never been occupied for residential purpose; 




(6) they are not presently leased or producing income.



      (ag value is income based, you can not have Inventory Market 




        Value on property that qualifies for Ag Appraisal; one or the 




         other, not both) 




(b) A residential real property inventory shall be appraised as a




      unit at the price for which it would transfer to another person 

                                          continuing the business, using generally accepted techniques

                                          for the appraisal of subdivisions and similar properties.

3.
Necessary Documentation to qualify for inventory  

            Valuation:


a. A separate rendition list of account numbers or legal descriptions if 

    accounts numbers are not known, for each subdivision or group of contiguous

                accounts in a subdivision, grouped as vacant property or improved property

                with the percent complete of the improvements as of January 1, of the Tax Year.


b. For Developers: The owner or representative shall disclose cost of acquisition 

                on land as well as infrastructure cost (Cost to Develop the Subdivision). If lots

                are selling to builders the lot prices (Take Down) must be disclosed and if lots

                are selling to individuals these lot prices must be disclosed. All sales will be 

                disclosed. Closing/settlement statements are preferred on original land acquisitions

                Schedules are fine for lot sales and improved properties sales.


c. For Builders: The owner or representative must disclose asking prices, the 
                acquisition cost for the residential lots and the cost of construction and 

                and percent complete as of January 1st of the year of appraisal for improved 

                properties. If lots are selling to individuals the lot prices must be disclosed also.

                All sales will be disclosed.


d. Details such as: Total lots within the subdivision development and Yearly 

                absorption rate are also necessary.


e. Dated/older sales on land acquisition for subdivision development shall be
                addressed for time adjustments.


f. Disclosure must be based on owner’s book and records each year of appraisal. 

                Additional information may be requested and notarization may be required.  


g. An analysis will be made with actual cost to develop, and market 
                data.  Generally accepted rules of appraisal will be used to generate an 

                appropriate Inventory value.


h. The State Comptroller form (50-143-3) which basically requests the same date 

                 we are requesting will be used, with documentation attached.

TOTAL COST OF LAND AND TOTAL COST OF IMPROVEMENTS (IE. UTILITIES, CURBS, STREETS, ETC…)
DIVIDE BY # OF LOTS

MARKET ADJUSTMENTS TO REFLECT NEW COST.

PTD CODE IS O1

WHEN PROPERTY IS SOLD, MARKET ADJUSTMENT MUST BE REMOVED AND PTD CODE CORRECTED.
