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EXECUTIVE SUMMARY

The Mitchell County Appraisal District has prepared and published this reappraisal plan to provide our Board of Directors, citizens and taxpayers with a better understanding of the district's responsibilities and activities.  This plan has several parts: a general introduction and then, several sections describing the appraisal effort by the appraisal district.

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

The appraisal district is responsible for local property tax appraisal and exemption administration for eight jurisdictions or taxing units in the county.  Each taxing unit sets its own tax rate to generate revenue to pay for police and fire protection, public schools, road and street maintenance, courts, water and sewer systems, and other public services.  Property appraisals by the appraisal district allocate the year's tax burden on the basis of each taxable property's market value. The District also determines eligibility for various types of property tax exemptions such as those for homeowners, the elderly, disabled veterans, charitable or religious organizations and agricultural productivity valuation.

Real Estate in Mitchell CAD is appraised by our appraisers.  Utilities and minerals are appraised by Thomas Y. Pickett Company.

In this executive summary, please find the legal requirement of a reappraisal plan passed by the Texas Legislature in the 2005 regular session and our response to these requirements immediately below the law in bold italics.  Intricate details of how the plan will be implemented are discussed in the body of this document.

TAX CODE REQUIREMENT

Section 6.05, 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 hearings, 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, 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;


The Mitchell County Appraisal District receives listings of all deeds filed in Mitchell County through the County Clerk.  Deeds are read and abstracted by the clerical staff of the District.  Information is recorded in the computer assisted mass appraisal (CAMA) software including grantor, grantee, date of recording, and instrument number in the county clerk’s records.  Property identification numbers are assigned to each parcel of property that remain with the property for its life.


Business personal property is located by canvassing the county, using data sources such as yellow pages and other business listing publications to ensure that all property owners are located.  All businesses are mailed a rendition about 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.  Lists of commercial vehicles are also purchased annually and these vehicles are tied to appropriate business accounts.  
Renditions are also required of utility companies, railroads, and pipelines.
Utility companies, wind farms, railroads, pipelines and minerals are valued by Thomas Y. Pickett, a professional appraisal company headquartered in Dallas.

Maps have been developed for years that show ownership lines for all real estate.  These maps are stored digitally using software provided by Harris Govern/True Automation.  The updates of property splits indicated by deeds and surveys are done by district employees.  The maps are available to the public through the website of the District.
(2) Identifying and updating relevant characteristics of each property in the appraisal records;

For 2025, all of the parcels in Ira, Westbrook and Forsan ISD will be updated by personal inspection.  The appraisers drive to neighborhoods within the towns and rural areas of Mitchell County and gather data about each home, commercial business, or vacant land tract using an iPad device or field card.  The appraisers drive from property to property noting the condition of the property and observing and noting any changes to the property since the previous year’s inspection. Pictures are captured regularly with digital camera.  Those pictures are stored in the CAMA software and assist the appraiser in making value decisions when he or she returns to the office.  Other data stored in the CAMA system includes an exterior sketch of the improvement which allows the computer system to calculate square footage for the various areas of the building, and components within the building such as bathrooms, fireplaces, air conditioning, type of roof, type of exterior, etc.  Roscoe and Loraine ISD will be inspected in 2026 using the same process as noted above.
Business personal property is inspected by the appraisers as he or she looks at commercial property.  If their observation is different than the rendition made by the taxpayer, additional information is gathered and a higher value may be assigned than the rendered amount.

(3) Defining market areas in the district;

Annually, the chief appraiser combines similar types of property into “neighborhoods”.   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.  

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.  The 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 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;

Each parcel of property has detailed information recorded in the CAMA system.  For land, the legal description, dimensions, 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 picture 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 baths if available, fireplaces, air conditioning type, and other attributes, as well as 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;


The CAMA system begins with the cost approach to value, to estimate original cost of each improvement.
That cost is based on local modifiers to the Marshall-Swift cost system, a nationally recognized cost estimation provider.  By utilizing these cost systems, properties are equalized as to their original costs.  Components measured in the cost include the size of the structure, number of bathroom 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 very 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. 


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 to be appraised, values it 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


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, factors are applied to cost figures to align values with current sales data.  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.

After completing the process of assigning values to all parcels within a neighborhood using the computer assisted mass appraisal programs, printouts are run to make comparisons of values per square foot and comparison of those appraised values per square foot with current sales data from the neighborhood.  A sales ratio is run to determine if the values that have been assigned are within required ratios of law (95%-105%).


Commercial property and apartments are compared by category or type of business.  Adjustments are made in mass by the appraiser utilizing the CAMA system.  All similar improvements are compared to verify reasonableness of value and equality.


Oil and gas leases are valued individually by Thomas Y. Pickett and values and the value of each lease is distributed to each operator interest or royalty interest based on ownership provided by the taxpayer, agent, or crude purchaser. 
REVALUATION DECISION (REAPPRAISAL CYCLE)

The Mitchell County Appraisal District, by policy, reviews all property in the district every year. Inspections are done at least once every three years.  Ira, Westbrook and Forsan ISD will be inspected in 2025. Roscoe and Loraine ISD will be inspected in 2026.
Reappraisal Plan Detail
INTRODUCTION
Scope of Responsibility

Except as otherwise provided by the Property Tax Code, all taxable property is appraised at its “market value” as of January 1st.  Under the tax code, “market value” means the price at which a property would transfer for cash or its equivalent under prevailing market conditions if:

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

· 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;

· 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.

The Property Tax Code defines special appraisal provisions for the valuation of residential homestead property (Sec. 23.23), productivity (Sec. 23.41), real property inventory (Sec. 23.12), dealer inventory (Sec. 23.121, 23.124, 23.1241 and 23.127), nominal (Sec. 23.18) or restricted use properties (Sec. 23.83) and allocation of interstate property (Sec. 23.03).  The owner of real property inventory may elect to have the inventory appraised at its market value as of September 1st of the year preceding the tax year to which the appraisal applies by filing an application with the chief appraiser requesting that the inventory be appraised as of September 1st.

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.  The district’s current policy is to conduct a general reappraisal of taxable property every year.  Appraised values are reviewed annually and are subject to change.  Business personal properties, minerals and utility properties are appraised every year.

The appraised value of real estate is calculated using specific information about each property.  Using computer-assisted mass appraisal programs, and recognized appraisal methods and techniques, information is compared with the data for similar properties, and with recent cost and market data.  The district follows 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.
Personnel Resources

The Chief Appraiser is primarily responsible for overall planning, organizing, coordinating, and controlling of district operations.  The appraisers are responsible for the valuation of all real and personal property accounts.  The property types appraised include commercial, residential, and business personal.  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.  Support functions including records maintenance, information and assistance to property owners, and the conducting of ARB hearings coordinated by office personnel.
The appraisal district staff consists of 5 employees with the following classifications:

·   1 - Official/Administrator (chief appraiser)
·   3 - Administrative Support 
·   1 - Part time
Staff Education and Training


Appraisers that are performing appraisal work are registered with the Texas Department of Licensing and Regulation (TDLR) are required to take appraisal courses to achieve the status of Registered Professional Appraiser within five years of employment as an appraiser.  After they are awarded their license, they must receive additional training of 30 hours of continuing education every two years.  Failure to meet these minimum standards results in the termination of the employee.


Additionally, all appraisal personnel receive extensive training in data gathering processes including data entry into the I-pad used in field work and statistical analyses of all types of property to ensure equality and uniformity of appraisal of all types of property.  
Data

The district is responsible for establishing and maintaining approximately 9,635 real and personal property accounts covering Mitchell County.  Data collected includes property characteristics, ownership, and exemption information.  Property characteristic data on new construction is updated through an annual field effort; existing property data is maintained through a field review.   Sales are routinely validated during a separate field effort and as part of the new construction and field inspections.  General trends in employment, interest rates, new construction trends, cost, and market data are acquired through various sources, including internally generated questionnaires to buyer and sellers, university research centers, market data centers and vendors.

The district has a geographic information system (GIS) that maintains cadastral maps and aerial photography.  The district’s website makes a broad range of information available for public access, including information on the appraisal process, property characteristics data, certified values, protests and appeal procedures.  Downloadable files of related tax information and district forms, including exemption applications and business personal property renditions are also available.

Information Systems 

The chief appraiser and assistant chief appraiser manage and maintain the district’s data processing, software applications, Internet website, and geographical information system.  Harris-True Automation provides software services for appraisal applications.

Appraisal District Boundaries
The appraisal district’s boundaries are the same as the county’s boundaries. 
Independent Performance Test

According to Chapter 5 of the Texas Property Tax Code and Section 403.302 of the Texas Government Code, the State Comptroller’s Property Tax Assistance Division (PTAD) conducts property value study (PVS) of each Texas school district and each appraisal district every other year.  As part of this 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 (MAP review);  tests the validity of school district taxable values in each appraisal district and presumes the appraisal roll values are correct when values are valid; and, determines 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 analyses 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 10% of the median, the percentage of properties within 25% of the median, and price-related differential (PRD) for properties overall and by state category.

There are 6 independent school districts that have property in Mitchell CAD for which appraisal rolls are annually developed.  The preliminary results of this study are released February 1 in 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) the following July of each year.  This outside (third party) ratio study provides additional assistance to the CAD in determining areas of market activity or changing market conditions.  

Appraisal Activities

INTRODUCTION

Appraisal Responsibilities

The field appraiser is responsible for collecting and maintaining property characteristic data for State classification, valuation, and other purposes.  Accurate valuation of real and personal property by any method requires a comprehensive physical description of personal property, and land and building characteristics.  This appraisal activity is responsible for administering, planning and coordinating all activities involving data collection and maintenance of all commercial, residential and personal property types located within the boundaries of Mitchell County and the jurisdictions of this appraisal district.  The data collection effort involves the field inspection of real and personal property accounts, as well as data entry of all data collected into the existing information system. The appraisal opinion of value for all property located in the district is reviewed and evaluated each year.  
Appraisal Resources

· Personnel - The appraisal activities are conducted by field appraisers and Thomas Y. Pickett.
· Data - The data used by field appraisers includes the existing property characteristic information contained in Computer Assisted Mass Appraisal System (CAMA) from the district’s computer system.  The data is printed on a property record card, 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 buyers, sellers, realtors, and appraisers.   
Appraisal Frequency and Method Summary

· Residential Property- Residential property is physically examined every three years with appraisers driving or walking in front of each home, noting condition of the improvement and looking for changes that might have occurred to the property since the last on-site check.  Exterior pictures are taken of homes as updates are needed.  Every market area is statistically analyzed annually to ensure that sales that have occurred in the area during the past 12 months are within a +/-3% range of appraised value.  If the sales do not indicate that range, adjustments are made to the area using a process outlined in detail in the Residential Appraisal section of this report.
· Commercial Property- Commercial and industrial real estate is observed annually to verify class and condition.  Pictures are taken of the improvements as updates are observed.  Real estate accounts are analyzed against sales of similar properties in Mitchell County as well as similar communities in West Texas that have similar economies.  The income approach to value is also utilized to appraise larger valued commercial properties that typically sell based on net operating income.  
· Business Personal Property- Business personal property is observed annually.  A rendition is left or mailed to new businesses to complete.  Similar businesses to the subject are analyzed annually to determine consistency of appraisal per square foot.  Rendition laws provide additional information on which to base values of all BPP accounts.
Data Collection/Validation

Data collection of real property involves maintaining data characteristics of the property on CAMA (Computer Assisted Mass Appraisal) software.  The information contained in CAMA includes site characteristics, such as land size and topography, and improvement data, such as square footage of living area and other areas of the improvement, 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 BPP 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.  Area and regional real estate brokers and managers are 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.  Data review of entire neighborhoods is generally a good source for data collection.  Appraisers walk or drive entire neighborhoods to review the accuracy of our data and identify properties that have to be relisted.  The sales validation effort in real property pertains to the collection of market data for properties that have sold.  In residential, 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.  
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 and forward corrections via e-mail.  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.  Appraisers of real estate conduct field inspections and record information using an I-pad device that holds all data dealing with the property and allows for the entry of corrections and additions that the appraiser may find in his or her field inspection or on printed field cards. 
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 the appraiser.  A quality assurance process exists through supervisory review of the work being performed by the field appraiser.  Quality assurance supervision is charged with the responsibility of ensuring that appraisers follow listing procedures, identify training issues and provide uniform training.

Data Maintenance

The appraiser begins an area update by printing field cards for specific areas or downloading complete files of the area that he/she plans to work to the iPad.  If field cards are to be used, the appraiser will map out his/her path before starting out to the field. Once the field work is complete for the day, the appraiser will return all paperwork to the office. The data will be entered in to the CAMA system either daily or weekly as time allows. If the iPad is being used, the files are downloaded onto the iPad, the appraiser takes it to the field for his/her inspection process.  The iPad routes the most efficient path for the appraiser to follow in his/her inspections. The field appraiser is responsible for the data entry of his/her fieldwork into the computer file as the area is surveyed.  This responsibility includes not only data entry, but also quality assurance.  The data is downloaded back to the main system constantly as Wi-Fi is available.   Data updates and file modification for property descriptions and input accuracy is conducted as the responsibility of the field appraiser and the chief appraiser. 
Individual Value Review Procedures
Field Review

The date of last inspection and the appraiser responsible are listed on the CAMA record and property card once the field appraiser enters his/her field work information or if the iPad was used it is automatically updated.  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 personal property accounts, with available situs, as time allows. 
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 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 rendition forms are mailed in January of each year to assist in the annual review of the property.

Performance Test

The chief appraiser is responsible for conducting ratio studies and comparative analysis.  Ratio studies are conducted on property located within certain areas or districts.   The sale ratio and comparative analysis of sale property to appraised value, 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.   

Residential Valuation Process

INTRODUCTION

Scope of Responsibility

The residential appraiser is responsible for estimating equal and uniform market values for residential improved and vacant property.  There are approximately 3740 residential improved single and multiple family parcels and 1,454 vacant residential properties in Mitchell County.

Appraisal Resources
· Personnel -The appraisers are responsible for estimating the market value of residential property:

· Data - An individualized set of data characteristics for each residential dwelling and multiple family units in this district are collected in the field and data entered into the computer.  The property characteristic data drives the application of computer-assisted mass appraisal (CAMA) under the Cost, Market, and Income Approaches to property valuation.   
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.   Because of limited sales data in many areas, the abstraction method or allocation method may be used to value land. 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 ensure that estimated land values best reflect the contributory market value of the land to the overall property value.

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 gleaned from real estate publications and sources of continuing education including IAAO and TDLR approved classes.

Neighborhood and Market Analysis


A neighborhood is a group of properties that share important characteristics. A neighborhood is typically a distinct group of properties that is often identified by a geographic (physical) boundary, or a group of properties that reacts in a similar manner to market influences. 


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.   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.   Cost and market approaches to estimate value are the basic techniques utilized to interpret these sales.   

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.

In Mitchell County the population is very low and there is no specific clear market neighborhood in the county; therefore, the county is considered the whole neighborhood.  Most areas are very non homogenous with no apparent boundaries.  However, one might consider the school districts of Colorado City, Loraine, and Westbrook to be subsections of the neighborhood but for the most part the whole county is one market neighborhood.  Due to the typical low volume of sales in the small school district, appraisers typically have to use county- wide sales for comparison.
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, unless the property is appraised under a JURISDICTIONAL EXCEPTION.  The highest and best use must be physically possible, legal, financially feasible, and productive to the maximum allowed usage of the property.  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.  In areas of mixed residential and commercial use, the appraiser reviews properties in these areas on a periodic basis to determine the individual property that qualifies for an appraisal under JURISDICTIONAL EXCEPTION.
VALUATION AND STATISTICAL ANALYSIS (Model Calibration)

Cost Schedules

All residential parcels in the district are valued with a replacement cost estimated from 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.  

A review of the residential cost schedule is performed at least every three years.  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.  
Sales Information


A sales file for the storage of “snapshot” sales data at the time of sale is maintained for real property.  Residential vacant land sales, along with commercial improved and vacant land sales are maintained in a sales information system.  Residential improved and vacant sales are collected from a variety of sources, including: district questionnaires sent to buyer and seller, field discovery, protest hearings, fee appraisals, 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 analytical 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.

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 means reflect the general level of appraised value between comparable neighborhoods.  


The appraiser, through the sales ratio analysis process, reviews every neighborhood annually.  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.


Appraisers relate physical individual property changes gathered during the annual property inspection to annual depreciation rates.  Sales data are analyzed to estimate annual depreciation of each sale and that data is used to develop typical annual depreciation for each property condition.  The software multiplies the annual depreciation times the age of the improvement to arrive at total depreciation.  That depreciation is from two sources of depreciation, physical and economic.  Additional functional depreciation may be added in a separate category based on taxpayer interviews and the appeals process.
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 pure cost model.

The following equation denotes the hybrid model used:

MV = LV + (RCN – AD)


In accordance with the cost approach, the estimated market value (MV) of the property equals the land value (LV) plus the replacement cost new of property improvements (RCN) less accrued depreciation (AD).  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.  In accordance with the Market Approach, the estimated market value 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 accrued 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, and in effect, measures changes in accrued depreciation.  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, 95% to 105%, 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 sales 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 updated 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.  

Treatment of Residential Homesteads


Beginning in 1998, the State of Texas implemented a constitutional classification scheme concerning the appraisal of residential property that receives a residence homestead exemption.  Under that law, beginning in the year after a property receives a homestead exemption, increases in the assessed value of that property are capped or limited to not more than 10% increase annually.  The value for tax purposes (assessed value) of a qualified residence homestead will be the LESSER of:

· the market value; or
· the preceding year's appraised value plus 10 percent plus the value of any improvements added since the last re-appraisal.

Assessed values of capped properties must be recomputed annually.  If a capped 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.   An analogous provision applies to new homes.  While a developer owns them, unoccupied residences may be partially complete and appraised as part of an inventory.  This valuation is estimated using the district’s land value and the percentage of completion for the improvement contribution that   usually is similar to the developer’s construction costs as a basis of completion on the valuation date.  However, in the year following changes in completion or sale, they are appraised at market value.
INDIVIDUAL VALUE REVIEW PROCEDURES

Field Review


The appraiser identifies individual properties in need of field review through sales ratio analysis.  Sold properties are field reviewed on a monthly and periodic basis to check for accuracy of data characteristics.

Office Review


When 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 differences 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.


When the appraiser is satisfied with the level and uniformity of value for each neighborhood within his area of responsibility, the estimates of value go to noticing.

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 neighborhood 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.  

Commercial and Industrial Property Valuation Process

INTRODUCTION


Scope of Responsibility

This mass appraisal assignment includes all of the commercially described real property which falls within the responsibility of the Mitchell County Appraisal District and located within the boundaries of this taxing jurisdiction.  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 - 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).  
The improved real property staff consists of: 
Mitchell CAD Staff

Data - The data used by the commercial appraiser 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.

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.  If sales are not available, the abstraction or allocation method is used to appraise land.
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

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, unless the property is appraised with a JURISDICTIONAL EXCEPTION.  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 ensures 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.  

Sources of Data

In terms of commercial sales data, Mitchell CAD receives a copy of the deeds recorded in Mitchell County 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.  The initial step in sales verification involves a computer-generated questionnaire, which is mailed to both parties in the transaction (Grantor and Grantee).  If a questionnaire is answered and returned, the documented responses are recorded into the computerized sales database system.  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 formulae, 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

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 employ 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 Mitchell County.   
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.  Effective age estimates are considered and reflected based on five levels or rankings of observed condition, given actual age.

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-recoverable 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 Mitchell County appraiser are responsible for data 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.  


Field review of real property accounts is accomplished while business personal property is reviewed and inspected in the field.   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 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.  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).

When the appraiser is satisfied with the level and uniformity of value for each commercial property within their area of responsibility, the estimates of value go to noticing.  Each parcel is subjected to the value parameters appropriate for its use type.  

Performance Tests

The primary tool used to measure mass appraisal performance is the ratio study.  A ratio study compares appraised values to market prices.  In a ratio study, market values (value in exchange) are typically represented with the range of sale prices, i.e., a sales ratio study.  Independent, expert appraisals may also be used to represent market values in a ratio study, i.e., an appraisal ratio study.  If there are not enough examples of market price to provide necessary representativeness, independent appraisals can be used as indicators for market value.  This can be particularly useful for commercial or industrial real property for which sales are limited.  In addition, appraisal ratio studies can be used for properties statutorily not appraised at market value, but reflect the use-value requirement.  An example of this are multi-family housing projects subject to subsidized rent provisions or other governmental guarantees as provided by legislative statutes (affordable housing) or agricultural lands to be appraised on the basis of productivity or use value.

Sales Ratio Studies

Sales ratio studies are an integral part of estimating equitable and accurate market values, and ultimately property assessments for these 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; identification of potential problems with appraisal procedures; assist in market analyses; and, to calibrate models used to estimate appraised values during valuation or reappraisal cycles.  However, these studies cannot be used to judge the accuracy of an individual property appraised value.  Overall sales ratios are generated by use type semi-annually (or more often in specific areas) to allow appraisers to review general market trends in their area of responsibility and for the Property Value Study from the Property Tax Division of the Comptroller’s Office.    These ratio studies aid the appraisers by providing an indication of market activity by economic area or changing market conditions (appreciation or depreciation).  
Generally, in Mitchell County there are limited commercial sales and ratios studies using only sales would be near to impossible to perform, however, checks are made to see if any trends or ratios can be done.  These typically may have to rely upon multiple years.  Therefore, when there is no sales or independent appraisals that can be used there may not be sufficient information to determine accuracy without going into another similar county.
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.  Appraisers will average the 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 to annual noticing.

Business Personal Property Valuation Process
INTRODUCTION

Scope of Responsibility
There are four different personal property types appraised by the district’s personal property section:  Business Personal Property accounts; leased assets; vehicles and aircraft; and multi-location assets.
· Personnel - The personal property staff consists of: 
Mitchell CAD Staff
· Data - The personal property appraisers collect the field data and maintain electronic property files making updates and changes gathered from field inspections, newspapers, property renditions, sales tax permit listing and interviews with property owners.

VALUATION APPROACH 

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 all appraisers involved in the appraisal and valuation of personal property.  The appraisal 
Sources of Data

The district’s business personal property characteristic data is collected through a field data collection effort. From year to year, reevaluation activities permit district appraisers to collect new data through 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.  Tax assessors, city and local newspapers, and the public often provide the district information regarding new personal property and other useful facts related to property valuation.

Vehicles

An outside vendor provides Mitchell CAD with a listing of vehicles within the jurisdiction.  The vendor develops this listing from the Texas Department of Transportation (TxDOT) Title and Registration Division records.  Other sources of data include property owner renditions and field inspections.
Leased and Multi-Location Assets

The primary source of leased and multi-location assets is property owner renditions of property.  Other sources of data include field inspections.

VALUATION AND STATISTICAL ANALYSIS (model calibration)

Depreciation Schedule and Trending Factors:

Business Personal Property

Mitchell CAD’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 the CAD to develop RCN are based on published valuation guides.  The percent good depreciation factors used by Mitchell CAD are also based on published valuation guides.  The index factors and percent good depreciation factors are used to develop present value factors (PVF), by year of acquisition, as follows:

PVF = INDEX FACTOR x PERCENT GOOD FACTOR

The PVF is used as an “express” calculation in the cost approach.  The PVF is applied to reported historical cost as follows:

MARKET VALUE ESTIMATE = PVF x HISTORICAL COST

This mass appraisal PVF schedule is used to ensure that estimated values are uniform and consistent within the market and reflect current economic pressures of supply and demand.


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 data 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.

Vehicles


Value estimates for vehicles are provided by an outside vendor and are based on Red Book published book values, and there are also considerations available for high mileage.  Vehicles that are not valued by the vendor are valued by an appraiser using PVF schedules or published guides.

Leased and Multi-Location Assets


Leased and multi-location assets are valued using the PVF schedules mentioned above.  If the asset to be valued in this category is a vehicle, then Red Book published book values are used.  Assets that are not valued by the vendor are valued by an appraiser using PVF schedules or published guides.

INDIVIDUAL VALUE REVIEW PROCEDURES

Office Review
Business Personal Property


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.

PERFORMANCE TESTS

Ratio Studies

Every other 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 Mitchell CAD’s personal property values and ratios are indicated.

Rural Land Valuation Process

Introduction

Scope of Responsibility


The appraisal district is responsible for estimating a market value on each rural parcel of land in the County.  Additionally, each parcel is assigned an agricultural use value which is based on the production capability of the land and any other income associated with the land that is not taxed in some other manner such as mineral value.  Specific requirements of law determine whether the land is taxed as “agricultural” or at its market value.  Those details are located in Chapter 23 of the Property Tax Code.

Development of Market Value


Rural land is considered acreage outside the towns of Callahan County and not developed into residential tracts.  In many cases the land is used for the production of crops are livestock.  The market value of land is normally developed using the sales comparison approach.  Recent sales are analyzed to examine the driving forces in the transaction.  The size of the tract, the mix of pasture to cultivated land, the type of soils on the tract, the quality of hunting in the area, the scenic views on the tract, the proximity of utilities, the type of roads to the parcel, and the influence of potential flooding are just some of the factors that influence the sales price.  These factors are captured in as much detail as possible on each parcel so that the market value of all land parcels is equal and uniform.  


Using the sales available and the characteristics of those sales, models are developed containing price per acre for various sizes of tracts with adjustments based from the sales data on other factors about each parcel.  

Development of Agricultural Use Value


Although the process of development of agricultural use values is very detailed, the explanation is to offer the reader a general idea of the process of developing those values.  The primary concept in the development of value is to determine typical gross income to various types of rural tracts of similar soils and use and then develop typical expenses that the owner must incur to maximize the potential of the land.  Subtracting the expenses from the gross income yields what is referred to as “net income to the land”.  That net income is then divided by a capitalization rate mandated in state law.  Currently that rate is 10% meaning that the owner of the land is entitled to a 10% return on his investment.  Therefore, the agricultural value is developed by using the following formula:

Gross Income- Expense = Net Income/Capitalization Rate

Income and expense figures are developed from surveys, discussions with local landowners, state agricultural publications, and the Agricultural Advisory Committee appointed by the Board of Directors.
2025 Calendar of Key Events
Throughout the year

CAD Staff: 

· Research returned mail.

· Mail applications for special appraisals and exemptions requiring annual applications, such as new homestead exemptions, surviving spouse, historic exemptions, ag-use applications due to change of ownership.

· Gather sales data from sales confirmation letters, deed records and other sales sources for sales files.

· Download copies of filed deeds from County Clerk’s office.

· Research property ownership.

· Key name/address changes, splits/combines, new property and personal property into CAMA.  Track value loss due to property acquiring 1st time exemptions and 1st time 1-d or 1-d-1 appraisal, value gain due to new improvements for taxing units.

· Send copies of associated mineral deeds to Thomas Y. Pickett
· Send copies of splits/combine parcels to mapping company
· Update address change file as new addresses received.

· Process and sell digital copies of appraisal rolls to taxpayers. 

· Prepare and post Board of Directors agenda for meetings.

· Prepare and mail Board of Directors packets for meetings.

· Answer phone calls and assist walk-in customers. 

January 2025
Appraisal Department

· Conduct field inspections on residential, land, mobile homes, commercial, industrial, pipelines and personal property.

· All real property in specified ISD is visually inspected and checked for accuracy in class and depreciation. 

· Take pictures of improvements and download to CAMA.

· Check for new construction and demolition of improvements.

· Begin planning sales ratio studies for all areas within the CAD.

· Review schedules in comparison to available sales data to determine areas needing significant adjustment or close review.

· Review renditions as received.

CAD Staff

· Create list of renditions mailed and note date when rendition and/or extension request received.

· Check for 65 and over homestead exemptions that need to be granted automatically.

· Check that mapping updates have been processed as scheduled. 

· Post updated public service announcement in CAD office.

· Place ¼ page ad in local newspaper on availability of exemptions, rendition requirements, special appraisals, and tax deferrals. 

February 2025
Appraisal Department

· Real property appraiser continues to work renditions as received.

· Renditions received, scanned, and processed.

· Appraisers continue to work on discovery of property and appraisals.

CAD Staff

· Prepare for financial audit by independent CPA firm.
· Submit sales information and deed transactions to State Comptroller Office by Feb 1.  EARS
· Update Rendition Work List to current year and transfer information from received renditions to list.

· Receive and key rendition extension requests.

· Mineral and special property renditions and /or extension requests are mailed or emailed to mineral appraisers and the original filed in house.

· Contact agent if no appointment form on file for property rendered.

· ARB members are signed up for annual training.

March 2025
Appraisal Departments:

· Real Property appraisers continue to do field work.

· Complete field work on Cat A, E, F, L, and M properties.

· Complete ratio studies on real property.

· Update residential schedules, Ag schedules, and mobile home depreciation schedules.

· Mineral and special property appraisers continue to process received renditions.

· Appraisers continue to work on discovery of property and appraisals.

CAD Staff:

· Chief Appraiser begins work on next year budget.

· Continue transferring information from received renditions to CAMA. 

· Receive and key rendition extension requests.

· Mineral and special property renditions and/or extension requests are faxed, mailed or emailed to mineral appraisers and the original filed in house.

· Contact agent if no appointment form on file for property rendered.

· Key rendered accounts, deleted exemptions, new exemptions, and new frozen accounts.

· Review edits and audits before notices run; correct or adjust accounts as needed.

· Proof all changes; print out change report and compare to appraisals.

April 2025
Appraisal Departments:
· Real Property appraiser continues to work property and do analysis. 

· Coordinate with CAD staff on hearing schedules.
· BPP appraisers continue to process received renditions.

· Appraisers continue to work on discovery of property and appraisals.

CAD Staff:

· Chief Appraiser continues work on next year’s Budget.

· Continue transferring information from received renditions to list.

· Renditions due by April 15th unless extension requested; continue to receive and key rendition extension requests.

· BPP renditions continue to be worked.
· Contact agent if no appointment form on file for property rendered or property protested. 

May 2025
Appraisal Departments:

· Appraiser works with property owners regarding proposed values and protests filed.

· Coordinate mineral and special property input to CAD.

CAD Staff:

· Mail out Notices of Assessed Value.

· Chief Appraiser continues work on next year’s budget and sends preliminary budget to entities after Board approval
· Check that mapping updates have been processed as scheduled.

· Place Protest and Appeals Procedure ad in local newspaper by May 15th.

· Review edits and audits before notices run; correct or adjust accounts as needed.

· Renditions receiving 30-day extension are due May 15th 
· Continue transferring information from received renditions to CAMA.

· Receive and key rendition extension requests and accounts granted additional 15-day extension.

· Mineral and special property renditions and/or extension requests are faxed, mailed or e-mailed to mineral appraisers and the original filed in-house. 

· Contact agent if no appointment form on file for property rendered or property protested.

· Code returned value notices and research ownership and addresses.

· Ensure all ARB members have attended mandatory training and certificates of completion are on file.

· Compose and mail letters to property owner filing late ag application and late or no BPP renditions informing them of the 10% penalty for late filing or not filing BPP at all.

June 2025
Appraisal Departments:

· Appraisers work with property owners regarding proposed values and protests filed.

· Coordinate with CAD staff on hearing schedules and protests filed.

· Appraisers defend values at protest hearings.

· Enter into CAMA all changes ordered by ARB.

CAD Staff:

· Submit completed Operations Survey to State Comptroller.

· Chief Appraiser begins update of USPAP Report (Mass Appraisal Report).

· Contact agent if no appointment form on file for property protested.

· Schedule protest hearings.

· Prepare cause folders for hearings.

· Compile information for evidence packets for property owners filing protests and requesting evidence.

· Coordinate with mineral and special property appraisers on hearing schedule and protests filed. 

· Code returned value notices and research ownership and addresses.

· Print and mail personal property rendition penalty letters.

· Mail all approvals/denials on rendition penalty waiver requests.

· Post ARB hearing Agenda as necessary.

· Check rendition list against Preliminary Appraisal Roll to verify properties are being picked up and appraised by mineral and special property appraisers.

July 2025
Appraisal Departments:

· Appraisers work with property owners regarding proposed values and protests filed.

· Appraisers defend values at protest hearings.

· Enter into CAMA all changes ordered by ARB.

CAD Staff:

· Prepare hearing list and information on informal meetings and formal hearings to check on evidence and reason for changes in value by contract appraisers.

· Mail all approvals/denials on rendition penalty waiver requests.

· Post ARB hearing agenda as necessary

· Submit appraisal records to ARB for review.

· Begin ARB hearings

· Provide ARB support; make record of minutes during hearings, make copies as needed, supply forms and orders as needed, etc.

· Mail ARB Notices and Orders certified.

· Enter into CAMA all changes ordered by ARB.

· ARB approves Appraisal Records by July 20th.

· Chief Appraiser certifies Appraisal Roll to taxing units by July 25th.

· Submit Certified Appraisal Roll to State Comptroller.

August 2025
Appraisal Department:

· Appraisers continue to work on any pending protest hearings.

· Continue working with taxpayers.

· Coordinate with CAD that rendition penalties are applied correctly.

CAD Staff:

· Submit sales information to State Comptroller’s Office by Aug 1st
· Submit Certified Appraisal Roll to State Comptroller by Aug 1st.  EARS
· Hold Public Hearing on 2026 Budget.
· Consider any revisions needed to reappraisal plan.

· Continue ARB Hearing process for any rescheduled or newly scheduled protests.

· Check rendition list against certified roll to verify values by mineral and special property appraisers.

· Transfer data to other appraisal districts or tax offices as needed

September 2025
Appraisal Department:

· Continue field work
CAD staff:

· Begin work on reports of Property Value for State Comptroller’s Office.

· Check that all qualifying residences have homestead exemptions, if not send applications.

· After tax rates are set, files are updated for new tax rates.

· Update listing of all taxing unit rates
· Check that mapping updates have been processed as scheduled.

October 2025
Appraisal Department:

· Meet with agricultural advisory board to discuss agricultural issues

· Review and update Ag Survey Letter as needed.

· Continue field work
CAD Staff:

· Mail Ag Survey Letters to owners
· Submit completed Reports of Property Value to State Comptroller’s Office.

November 2025
Appraisal Department:

· Continue field work
CAD Staff:

· Continue to update deeds and maps

December 2025
Appraisal Department:
· Continue field work
CAD Staff:

· Under new law the District Administrative Judge appoints ARB Members and officers.

· Board of Directors appoints Ag Advisory Board members to 2 year term.
2026 Calendar of Key Events
Throughout the year:



CAD Staff: 

· Research returned mail.

· Mail applications for special appraisals and exemptions requiring annual applications, such as new homestead exemptions, surviving spouse, historic exemptions, ag-use applications due to change of ownership.

· Gather sales data from sales confirmation letters, deed records and other sales sources for sales files.

· Download copies of filed deeds from County Clerk’s office.

· Research property ownership.

· Key name/address changes, splits/combines, new property and personal property into CAMA.  Track value loss due to property acquiring 1st time exemptions and 1st time 1-d or 1-d-1 appraisal, value gain due to new improvements for taxing units.

· Send copies of associated mineral deeds to mineral appraisal company
· Send copies of splits/combine parcels to mapping contractor
· Update address change file as new addresses received and copy to mineral appraisal company.

· Process and sell digital copies of appraisal rolls to taxpayers. 

· Prepare and post Board of Directors agenda for meetings.

· Prepare and mail Board of Directors packets for meetings.

· Answer phone calls and assist walk-in customers. 

January 2026
Appraisal Department

· Conduct field inspections on residential, land, mobile homes, commercial, industrial, pipelines and personal property.

· All real property in specified ISD visually inspected and checked for accuracy in class and depreciation. 

· Take pictures of improvements as needed.

· Check for new construction and demolition of improvements.

· Begin planning sales ratio studies for all areas within the CAD.

· Review schedules in comparison to available sales data to determine areas needing significant adjustment or close review.

· Review renditions as received.

CAD Staff

· Upload appraisal data for field appraiser.

· Create list of renditions mailed and note date when rendition and/or extension request received.

· Check for 65 and over homestead exemptions that need to be granted automatically.

· Check that mapping updates have been processed as scheduled. 

· Post updated public service announcement at post office and in CAD office.

· Place ¼ page ad in local paper on availability of exemptions, rendition requirements, special appraisals, and tax deferrals. 

February 2026
Appraisal Department

· Prepare for financial audit by independent CPA firm.

· Real property appraiser continues to work renditions as received.

· BPP renditions received and processed.

· Appraiser continues to work on discovery of property and appraisals.

CAD Staff

· Submit sales information and deed transactions to State Comptroller Office by Feb 1.  EARS
· Update Rendition Work List to current year and transfer information from received renditions to list.

· Receive and key rendition extension requests.

· Renditions of minerals, utilities, and other accounts worked by mineral appraiser and /or extension requests are faxed, mailed or emailed and the original filed in house.

· Contact agent if no appointment form on file for property rendered.

· ARB members are signed up for annual training.

March 2026
Appraisal Departments:

· Real Property appraiser continues to work.

· Complete field work on Cat A, E, F, L, and M properties.

· Complete ratio studies on real property.

· Update residential schedules, Ag schedules, and mobile home depreciation schedules.

· Mineral and special properties appraisers continue to process received renditions.

· Appraisers continue to work on discovery of property and appraisals.

CAD Staff:

· Chief Appraiser begins work on next year’s budget.

· Continue transferring information from received renditions to list. 

· Receive and key rendition extension requests.

· Minerals and special property renditions and/or extension requests are faxed, mailed or emailed and the original filed in house.

· Contact agent if no appointment form on file for property rendered.

· Key rendered accounts, deleted exemptions, new exemptions, and new frozen accounts.

· Review edits and audits before notices run; correct or adjust accounts as needed.

· Proof all changes; print out change report and compare to appraisals.

April 2026
Appraisal Departments:
· Real Property appraiser continues field work and analysis. 

· Mineral and special property appraisers continue to process received renditions.

· Appraisers continue to work on discovery of property and appraisals.

CAD Staff: 

· Ensure all ARB members have attended mandatory training and certificates of completion are on file.

· Chief Appraiser continues work on next year’s Budget.

· Continue transferring information from received renditions to list.

· Renditions due by April 15th unless extension requested; continue to receive and key rendition extension requests.

· Mineral and special property renditions and/or extension request are faxed, mailed or emailed to contract appraisers and the original filed in-house.

· Contact agent if no appointment form on file for property rendered or property protested. 

May 2026
Appraisal Departments: 

· Coordinate with CAD staff on hearing schedules and protests filed.

· Appraiser works with property owners regarding proposed values and protests filed.

· Mineral and special property appraisers continue to process received renditions.

CAD Staff:

· Chief Appraiser presents proposed budget to Board for preliminary approval and notifies tax units of amounts to budget.
· Check that mapping updates have been processed as scheduled.

· Place Protest and Appeals Procedure ad in local newspaper by May 15.

· Review edits and audits before notices run; correct or adjust accounts as needed.

· Mail out Notices of Appraised Value
· Renditions receiving 30-day extension are due May 15th unless chief appraiser extends 

· Continue transferring information from received renditions CAMA system.

· Receive and key rendition extension requests and accounts granted additional 15-day extension.

· Mineral and special property renditions and/or extension requests are mailed or e-mailed to mineral appraiser and the original filed in-house. 

· Contact agent if no appointment form on file for property rendered or property protested.

· Code returned notices and research ownership and addresses.

· Compose and mail letters to property owner filing late ag application and late or no BPP renditions informing them of the 10% penalty for late filing or not filing BPP at all.

June 2026
Appraisal Departments:

· Appraisers work with property owners regarding proposed values and protests filed.

· Coordinate with CAD staff on hearing schedule and protests filed.

· Appraisers defend values at protest hearings.

· Enter into CAMA all changes ordered by ARB.

CAD Staff:

· Submit appraisal records to ARB for review.

· Submit completed Operations Survey to State Comptroller.

· Chief Appraiser begins update of USPAP Report (Mass Appraisal Report).

· Contact agent if no appointment form on file for property protested.

· Schedule protest hearings.

· Compile information for evidence packets for property owners filing protests and requesting evidence.

· Coordinate with mineral and special property appraisers on hearing schedule and protests filed. 

· Prepare hearing list and information on information meeting and formal hearing to check on evidence and reason for changes in value by contract appraisers.

· Code returned appraisal notices and research ownership and addresses.

· Print and mail personal property rendition penalty letters.

· Mail all approvals/denials on rendition penalty waiver requests.

· Post ARB hearing Agenda as necessary.

· Check rendition list against Preliminary Appraisal Roll to verify properties are being picked up and appraised by mineral appraiser.
July 2026
Appraisal Departments:

· Appraisers work with property owners regarding proposed values and protests filed.

· Appraisers defend values at protest hearings.

· Enter into CAMA all changes ordered by ARB.

CAD Staff:

· Prepare hearing list and information on informal meetings and formal hearings to check on evidence and reason for changes in value by contract appraisers.

· Mail all approvals/denials on rendition penalty waiver requests.

· Post ARB hearing agenda as necessary

· Provide ARB support; make record of minutes during hearings, make copies as needed, supply forms and orders as needed, etc.

· Mail ARB Notices and Orders certified, return receipt requested.

· Enter into CAMA all changes ordered by ARB.

· ARB approves Appraisal Records by July 20.

· Chief Appraiser certifies Appraisal Roll to taxing units by July 25.

· Submit Certified Appraisal Roll to State Comptroller.

August 2026
Appraisal Department:

· Appraisers continue to work on any pending protest hearings.

· Continue working with taxpayers.

· Coordinate with CAD that rendition penalties are applied correctly.

CAD Staff:

· Submit sales information to State Comptroller’s Office by Aug 1.  EARS
· Submit Certified Appraisal Roll to State Comptroller by Aug 1.  EARS
· Place ¼ page Notice of Budget Hearing Ad in local newspaper at least 10 days before the hearing date.

· Prepare updated Reappraisal Plan for 2026-2026
· Send Reappraisal Plan to tax units and notify them of hearing on Plan

· Submit Notice of Budget Hearing to taxing units at least 10 days before hearing date. 

· Hold Public Hearing on 2026 Budget before September 15
· Hold Public Hearing on Reappraisal Plan

· Continue ARB Hearing process for any rescheduled or newly scheduled protests.

· Check rendition list against certified roll to verify values by mineral appraiser.

September 2026
Appraisal Department:

· Work on gathering information of improvements and condition of those improvements and updating of pictures
CAD staff:
· Begin work on reports of Property Value for State Comptroller’s Office.

· Check that all qualifying residences have homestead exemptions, if not send applications.

· After tax rates are set, files are updated for new tax rates.

· Update listing of all taxing unit rates.

· Check that mapping updates have been processed as scheduled.

October 2026
Appraisal Department:

· Review and update Ag Survey Letter as needed.

· Continue field work reviewing class schedules and condition of improvements

· Continue elections process

· Meet with Ag Advisory Board

CAD Staff:

· Mail Ag Survey Letters to owners.

· Submit completed Reports of Property Value to State Comptroller’s Office.

November 2026
Appraisal Department:

· Continue field work
CAD Staff:

· Continue to update deeds and maps

December 2026
Appraisal Department:

· Continue field work as needed
CAD Staff:

· Under new law the District Administrative Judge appoints ARB Members and officers.

· Board of Directors appoints Ag Advisory Board members to 2 year term. 
Mitchell County Appraisal District 
Oil and Gas Reserves 2025-24 Appraisal Procedures and Reappraisal Plan 
Oil and Gas Reserves
by 
Thomas Y. Pickett & Company, Inc.
APPRAISAL PROCEDURES & REAPPRAISAL PLAN 
OIL AND GAS RESERVES 

Executive Summary 
· Thomas Y. Pickett & Co., Inc. (“Thomas Y. Pickett” or “Pickett”) annually reappraises all producing mineral leases within the CAD’s boundaries using a Discounted Cash Flow (“DCF”) methodology; 

· Thomas Y. Pickett uses the Comptroller’s Manual for Discounting Oil and Gas Income pursuant to Tax Code Section 23.175; 

· Thomas Y. Pickett determines oil and gas prices in accordance with Tax Code Section 

23.175; 

· Thomas Y. Pickett’s written procedures for identifying new properties are included herein. 

Overview 
Oil and gas reserves consists of interests in subsurface mineral rights.  Thomas Y. Pickett & Co. is contracted to reappraise this type of property annually for the appraisal district.  The completed appraisals are all retrospective in nature.  The purpose of the appraisals is to estimate market value as of January 1 in accordance with the definition of market value established in the Texas Property Tax Code (Sec. 1.04).  “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 purchaser 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 purchaser seek to maximize their gains and neither is in a position to take advantage of the exigencies of the other. 

The appraisal results will be used as the tax base upon which a property tax will be levied.  Each mineral interest is listed on the appraisal roll separately from other interests in the mineral in place in conformance with the Texas Property tax Code Sec. 25.12.  A listing of the oil and gas properties appraised by Pickett for the appraisal district shall be made available at the appraisal district office.  Subsurface mineral rights are not susceptible to physical inspection.  This condition creates the need to invoke the Departure Provision as required by the Standards Rule 6-7 (f) comment of the Uniform Standards of Professional Practice.  However, the inability to physically examine the property does not affect the appraisal process or the quality of the results.  The appraisal district is aware of this limiting condition and agrees that it is appropriate.  

Documents relevant to an understanding of these appraisals include the confidential rendition, if any, filed with the appraisal district by the owner or agent of the property; the Texas Comptroller’s Manual for Discounting Oil and Gas Income; other reports described in the Texas 

Property Tax Code; and other confidential data supplied by the owner or agent; the General 

Appraisal Manual adopted by the Texas Comptroller of Public Accounts; Property Assessment Valuation published by the International Association of Assessing Officers and adopted by the Texas Comptroller of Public Accounts and the Texas Property Tax Code. 

Pickett’s oil and gas appraisal staff includes licensed engineers as well as experienced appraisers who are knowledgeable in all three approaches to value.  Oil and gas appraisal staff stays abreast of current trends affecting oil and gas properties through review of published materials, attendance at conferences, course work and continuing education.  All oil and gas appraisers are registered with the Texas Department of Licensing and Regulation, (formerly, the Texas Board of Tax Professional Examiners).  

Assumptions and Limiting Conditions 
All appraisals are subject to the following assumptions and limiting conditions: 

1. Title to the property is assumed to be good and marketable and the legal description correct. 

2. No responsibility for legal matters is assumed.  All existing liens, mortgages or other encumbrances have been disregarded and the property is appraised as though free and clear, under responsible ownership and competent management. 

3. The appraisers developing these appraisals are not required to give testimony or attendance in court by reason of the appraisals, unless directed by, employed by, and provided legal counsel by the Appraisal District. 

4. The appraisers do not inspect every property every year. 

5. All sketches on the appraisal documents are intended to be visual aids and should not be construed as surveys or engineering reports unless otherwise specified. 

6. All information in the appraisal documents have been obtained by members of Thomas Y. Pickett’s staff or by other reliable sources. 

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

Property Discover and Data Collection Process 
Mineral properties are identified and appraised based on their Railroad Commission Identification Number (RRCID).  Upon completion of a new well, a Completion Report must be submitted to the Railroad Commission (RRC).  The RRC then issues a RRCID.  Production from that property is reported by RRCID.  Periodically, wells are completed and start producing prior to being issued a RRCID.  The production from these wells still must be reported to the RRC and are usually reported by Drilling Permit Number (DP).  Since mineral properties are appraised using a Discounted Cash Flow analysis, production data is required to do the analysis.  The RRC is the primary source of that data. 

Procedure: 

1. At the beginning of the year, the RRC database is searched for new wells that started producing prior to January 1 of the appraisal year.  These wells are identified by RRCID or Drilling Permit (DP) number and added to the mineral appraisal database for the county.  A well is considered to have value as of January 1 if it has reported production prior to that date, has filed a completion report showing completion prior to that date, or was perforated into a producing formation which showed the presence of oil or gas prior to January 1. 

2. Completion reports and plats are retrieved from the RRC to identify the location of the producing wells.  These locations are cross-referenced with jurisdictional maps to establish situs. 

3. Division of Interest (DOI) statements are requested from the operator of the well to establish working and royalty interests. 

4. Additional reviews of the RRC database are done periodically during the year to identify any wells that may have been added to the RRC database after the first of the year, but were completed prior to January 1 of the appraisal year.  New producing wells identified after the appraisal period are supplemented, going back up to five years. 

Other appraisal data on the subject properties are collected from required regulatory reports from the Texas Railroad Commission and the Texas Comptroller of Public Accounts and by the property owner.  Submitted data may be on a rendition form or in other modes that require confidentiality.  Subject property data are verified through previously existing records and through published reports.  Additional data are obtained and verified through published sources, regulatory reports and through analysis of comparable properties, if any.  Due to the unique nature of many oil and gas properties there is no standard data collection form or manual. 

Valuation Approach and Analysis 
The three generally accepted approaches used in determining the Market Value of assets are the cost, income, and market approaches.  The following is a brief description of the three general approaches to value. 

Cost Approach 

The cost approach considers the replacement cost of an asset as an indicator of value.  The cost approach is based on the assumption that a prudent investor would pay no more for an asset than the amount for which he could replace or recreate the asset.  The cost approach is sometimes performed by estimating the replacement cost of an asset functionally similar to the subject.  Often, historical cost data can be used to indicate the current cost of reproduction or replacement. Adjustments are made for physical deterioration and the functional and economic obsolescence of the appraised asset. 

Income Approach 

The income approach measures the present worth of anticipated future net cash flows generated by the subject assets.  The net cash flows are forecast for an appropriate period, or capitalized in the case of a single period model, and then discounted to present value using an appropriate discount rate.   

Market Approach 

The market approach is performed by observing the price at assets comparable to the subject asset are bought and sold.  Adjustments are made to the data to account for capacity differences and other relevant differences between the subject asset and the comparable assets. 

Depending on the facts and circumstances of a particular appraisal, applying the three approaches independently of one another can yield conclusions that are substantially different.  

As the appraisal is performed, the strengths of the individual approaches are considered and the influence of each approach in the appraisal process is weighed according to its likely accuracy. 

All oil and gas interest values are arrived at through an appraisal of the whole property.  Each fractional interest is then assigned a value on the basis of its relative share of expenses, income and the value of the operating equipment.  Multiple producing zones in the same well may be treated as separate properties. 

Oil and gas properties are principally appraised through the income approach to value.  Specifically, the discounted cash flow (DCF) technique is used almost exclusively.  The almost exclusive reliance on income approach methods, adjusted for risk and market conditions, is typical of the oil and gas industry in dealings between buyers and sellers as well as in single property appraisals.  A mineral property’s intrinsic value is derived from its ability to generate income by producing oil and/or gas reserves. 

Income approach calibration involves the selection of the cost of capital or discount rate appropriate to the type of property being appraised as well as adjusting the projected revenue stream to reflect the individual characteristics of the subject property.  The DCF model is also calibrated through the use of lease operating expenses that reflect the individual characteristics of the subject property. 

A jurisdictional exception to the DCF model, as this process is described in the Statement on Appraisal Standards No. 2 of the Uniform Standards of Professional Appraisal Practice, must be taken.  Section 23.175 (a) of the Texas Property Code specifies that the price of oil and gas used for the first year of the DCF analysis must be the monthly average price of the oil and gas received from the interest for the preceding year multiplied by a market condition factor as promulgated by the Texas Comptroller’s office.  Furthermore, the prices used for succeeding years are based upon escalation factors also stipulated by the Texas Comptroller’s office. 

Highest and best use analysis of the oil and gas reserves is based on the likelihood of the continued use of the reserves in their current use.    An appraiser’s identification of a property’s highest and best use is always a statement of opinion, never a statement of fact. 

Review and Testing 
Review of appraisals is performed through a comparison of income indicators and compliance with Section 23.175 of the Texas Property Tax Code.  A review of property values with respect to year-to-year changes and with respect to industry-accepted income indicators is conducted annually.  The periodic reassignment of properties among appraisers or the review of appraisals by an experienced appraiser also contributes to the review process. 

Appraisal-to-sales ratios are the preferred method for measuring performance; however, sales are very infrequent and often the sales conditions are not made public for the sales that do occur.  Furthermore, market transactions normally occur for multiple sites and include real and personal property, tangible and intangible, making analysis difficult and subjective.  Performance is also measured through comparison with valid single-property appraisals submitted for staff review.  Finally, Pickett’s mineral appraisal methods and procedures are subject to review by the Property Tax Assistance Division of the Texas Comptroller’s office.  The Comptroller’s review, as well as comparisons with single-property appraisals, indicates the validity of the models and the calibration techniques employed. 
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Mitchell County Appraisal District 
Industrial Property 2025-26 Appraisal Procedures and Reappraisal Plan 
Industrial Property   
by 
Thomas Y. Pickett & Company, Inc.
SUMMARY REVALUATION PROGRAM REPORT 

INDUSTRIAL PROPERTY 

Overview 
Industrial property consists of processing facilities and related personal property.  Thomas Y. Pickett & Co., Inc. (“Thomas Y. Pickett” or “Pickett”) is contracted to reappraise this type of property annually for the appraisal district.  The completed appraisals are all retrospective in nature.  The purpose of the appraisals is to estimate market value as of January 1 in accordance with the definition of market value established in the Texas Property Tax Code (Sec. 1.04).  “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 purchaser 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 purchaser seek to maximize their gains and neither is in a position to take advantage of the exigencies of the other. 

The effective date of the appraisals is January 1 of the year for which this report is submitted unless the property owner or agent has applied for and been granted September 1 inventory valuation as allowed by Section 23.12(f) of the Texas Property Tax Code.   

The appraisal results will be used as the tax base upon which a property tax will be levied.  The properties are appraised in fee simple in conformance with the Texas Property Tax Code Sec. 25.06.  This is a jurisdictional exception to the Standards Rule 6-5 (c) Comment of the Uniform 

Standards of Professional Appraisal Practice.  A listing of the industrial properties appraised by Pickett for the appraisal district is available at the appraisal district office.  Industrial properties are re-appraised annually.  Properties are inspected annually where necessary and at least biannually.   

Documents relevant to an understanding of these appraisals include the confidential rendition, if any, filed with the appraisal district by the owner or agent of the property;  other reports described in the Texas Property Tax Code; asset lists and other confidential data supplied by the owner or agent; the General Appraisal Manual adopted by the Texas Comptroller of Public Accounts; Property Assessment Valuation published by the International Association of Assessing Officers and adopted by the Texas Comptroller of Public Accounts; and Engineering Valuation and Depreciation by Marston, Winfrey and Hempstead; and the Texas Property Tax Code. 

Pickett’s industrial appraisal staff includes licensed engineers as well as experienced appraisers who are knowledgeable in all three approaches to value.  Industrial appraisal staff stays abreast of current trends affecting industrial properties through review of published materials, attendance at conferences, course work and continuing education.  All industrial appraisers are registered with the Texas Board of Tax Professional Examiners.  

Assumptions and Limiting Conditions 
All appraisals are subject to the following assumptions and limiting conditions: 

1. Title to the property is assumed to be good and marketable and the legal description correct. 

2. No responsibility for legal matters is assumed.  All existing liens, mortgages or other encumbrances have been disregarded and the property is appraised as though free and clear, under responsible ownership and competent management. 

3. The appraisers developing these appraisals are not required to give testimony or attendance in court by reason of the appraisals, unless directed by, employed by, and provided legal counsel by the Appraisal District. 

4. The appraisers do not necessarily inspect every property every year. 

5. All sketches on the appraisal documents are intended to be visual aids and should not be construed as surveys or engineering reports unless otherwise specified. 

6. All information in the appraisal documents have been obtained by members of Thomas Y. Pickett’s staff or by other reliable sources. 

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

8. The appraisers have inspected as far as possible, by observation, the improvements being appraised; however, it is not possible to personally observe conditions beneath the soil or hidden structural components within the improvements.  Therefore, no representations are made as to these matters unless specifically considered in an individual appraisal. 

Discovery Process and Procedures 
Data is collected as part of the inspection process and through later submissions by the property owner.  Submitted data may be on a rendition form or in other modes that require confidentiality.  Subject property data is verified through previously existing records and through published reports.  Additional data are obtained and verified through published sources, regulatory reports and through analysis of comparable properties, if any.  Due to the unique nature of many industrial properties, there is no standard data collection form or manual. 

Valuation Approach and Analysis 
The three generally accepted approaches used in determining the Market Value of assets are the cost, income, and market approaches.  The following is a brief description of the three general approaches to value. 

Cost Approach 

The cost approach considers the replacement cost of an asset as an indicator of value.  The cost approach is based on the assumption that a prudent investor would pay no more for an asset than the amount for which he could replace or recreate the asset.  The cost approach is sometimes performed by estimating the replacement cost of an asset functionally similar to the subject.  Often, historical cost data can be used to indicate the current cost of reproduction or replacement. Adjustments are made for physical deterioration and the functional and economic obsolescence of the appraised asset. 

Income Approach 

The income approach measures the present worth of anticipated future net cash flows generated by the subject assets.  The net cash flows are forecast for an appropriate period, or capitalized in the case of a single period model, and then discounted to present value using an appropriate discount rate.   

Market Approach 

The market approach is performed by observing the price at assets comparable to the subject asset are bought and sold.  Adjustments are made to the data to account for capacity differences and other relevant differences between the subject asset and the comparable assets. 

Depending on the facts and circumstances of a particular appraisal, applying the three approaches independently of one another can yield conclusions that are substantially different.  As the appraisal is performed, the strengths of the individual approaches are considered and the influence of each approach in the appraisal process is weighed according to its likely accuracy. 

Industrial properties are generally appraised using replacement/reproduction cost new less depreciation models.  Replacement costs are estimated from published sources, other publicly available information and comparable properties.  Reproduction costs are based on actual investment in the subject or comparable properties adjusted for typical changes in cost over time.  Depreciation is calculated on the age/life method using typical economic lives and depreciation rates based on published sources, market evidence and the experience of knowledgeable appraisers.  Adjustments for functional and economic obsolescence may be made if utilization and income data for the subject property justify such.  Income Approach models (direct capitalization and discounted cash flow) are also used when economic and/or subject property income information is available.  Capitalization and discount rates are based on published capital costs for the industry of the subject property.  A market data model based on typical selling prices per unit of capacity is also used when appropriate market sales information is available. 

Because cost information is the most readily available type of data, the cost approach model is almost always considered and used.  If sufficient data is available, either or both of the other two models are considered and may be used.  The market data and income approach models must be reduced by the value of the land in order to arrive at a value of improvements and personal property. 

Model calibration in the cost approach involves the selection of the appropriate service life for each type or class of property.  Further calibration can occur through the use of utilization or through-put data provided by the owner or agent.  Income approach calibration involves the selection of the cost of capital or discount rate appropriate to the type of property being appraised as well as adjusting the projected income stream to reflect the individual characteristics of the subject property.  Model calibration in the market data approach involves adjusting sales prices of comparable properties to reflect the individual characteristics of the subject property. 

In reconciling multiple model results for a property, the appraiser considers the model results that best address the individual characteristics of the subject property while maintaining equalization among like properties.  Final results for each property may be found on the appraisal district’s appraisal roll. 

Land valuation for industrial properties is the responsibility of appraisal district staff as is the highest and best use analysis of the site.  Sites are analyzed for highest and best use as though they were vacant.  Highest and best use analysis of the improvements is based on the likelihood of the continued use of the improvements in their current and/or intended use.  An appraiser’s identification of a property’s highest and best use is always a statement of opinion, never a statement of fact. 

Review and Testing 
Field review of appraisals is performed through the regular inspection of subject properties.  The periodic reassignment of properties among appraisers or the review of appraisals by an experienced appraiser also contributes to the review process.  A statistical review of property value changes is also conducted. 

Appraisal-to-sales ratios are the preferred method for measuring performance; however, sales are very infrequent.  Furthermore, market transactions normally occur for multiple sites and include both real and personal property, tangible and intangible, making analysis difficult and subjective.  Performance is also measured through comparison with valid single-property appraisals submitted for staff review.  Finally, Pickett’s industrial appraisal methods and procedures are subject to review by the Property Tax Assistance Division of the Texas Comptroller’s office.  The Comptroller’s review, as well as comparisons with single-property appraisals, indicates the validity of the models and the calibration techniques employed. 

Mitchell County Appraisal District 
Utilities Property 2025-26 Appraisal Procedures and Reappraisal Plan 
Utilities Property   
by 
Thomas Y. Pickett & Company, Inc. 
APPRAISAL PROCEDURES AND REAPPRAISAL PLAN 
UTILITY, RAILROAD AND PIPELINE PROPERTIES 

Overview 
Utility, railroad, and pipeline properties consists of operating property, excluding land, owned by utility, railroad and pipeline companies and related personal property and improvements.  Thomas Y. Pickett & Co., Inc. (“Thomas Y. Pickett” or “Pickett”) is contracted to reappraise this type of property annually for the appraisal district.  The completed appraisals are all retrospective in nature.  The purpose of the appraisals is to estimate market value as of January 1 in accordance with the definition of market value established in the Texas Property Tax Code (Sec. 1.04).  “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 purchaser 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 purchaser seek to maximize their gains and neither is in a position to take advantage of the exigencies of the other. 

The effective date of the appraisals is January 1 of the year for which this report is submitted.   

The appraisal results will be used as the tax base upon which a property tax will be levied.  The properties are appraised in fee simple in conformance with the Texas Property Tax Code Sec. 25.06.  This is a jurisdictional exception to the Standards Rule 6-5 (c) Comment of the Uniform Standards of Professional Appraisal Practice 2004.  A listing of the utility, railroad and pipeline properties appraised by Pickett for the appraisal district is available at the appraisal district office.  All properties are reappraised annually.  Such utility, railroad and pipeline properties that are susceptible to inspection (e.g. compressor stations, pump stations, buildings and power plants) are normally re-inspected at least every three years. 

Pickett’s utility, railroad and pipeline appraisal staff includes licensed engineers as well as experienced appraisers who are knowledgeable in all three approaches to value.  The appraisal staff stays abreast of current trends affecting utility, railroad and pipeline properties through review of published materials, attendance at conferences, course work and continuing education.  All appraisers are registered with the Texas Board of Tax Professional Examiners.  

Assumptions and Limiting Conditions 
All appraisals are subject to the following assumptions and limiting conditions: 

1. Title to the property is assumed to be good and marketable and the legal description correct. 

2. No responsibility for legal matters is assumed.  All existing liens, mortgages or other encumbrances have been disregarded and the property is appraised as though free and clear, under responsible ownership and competent management. 

3. The appraisers developing these appraisals are not required to give testimony or attendance in court by reason of the appraisals, unless directed by, employed by, and provided legal counsel by the Appraisal District. 

4. The appraisers do not necessarily inspect every property every year. 

5. All sketches on the appraisal documents are intended to be visual aids and should not be construed as surveys or engineering reports unless otherwise specified. 

6. All information in the appraisal documents have been obtained by members of Thomas Y. Pickett’s staff or by other reliable sources. 

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

8. The appraisers have inspected as far as possible, by observation, the improvements being appraised; however, it is not possible to personally observe conditions beneath the soil or hidden structural components within the improvements.  Therefore, no representations are made as to these matters unless specifically considered in an individual appraisal. 

Discovery Procedures and Data Collection 
Data is collected as part of the inspection process and through later submissions by the property owner.  Submitted data may be on a rendition form or in other modes that require confidentiality.  Subject property data is verified through previously existing records and through published reports.  Additional data are obtained and verified through published sources, regulatory reports and through analysis of comparable properties.  Due to the varied nature of utility, railroad and pipeline properties there is no standard data collection form or manual. 

Valuation Approach and Analysis 
The three generally accepted approaches used in determining the Market Value of assets are the cost, income, and market approaches.  The following is a brief description of the three general approaches to value. 

Cost Approach 

The cost approach considers the replacement cost of an asset as an indicator of value.  The cost approach is based on the assumption that a prudent investor would pay no more for an asset than the amount for which he could replace or recreate the asset.  The cost approach is sometimes performed by estimating the replacement cost of an asset functionally similar to the subject.  Often, historical cost data can be used to indicate the current cost of reproduction or replacement. Adjustments are made for physical deterioration and the functional and economic obsolescence of the appraised asset. 

Income Approach 

The income approach measures the present worth of anticipated future net cash flows generated by the subject assets.  The net cash flows are forecast for an appropriate period, or capitalized in the case of a single period model, and then discounted to present value using an appropriate discount rate.   

Market Approach 

The market approach is performed by observing the price at assets comparable to the subject asset are bought and sold.  Adjustments are made to the data to account for capacity differences and other relevant differences between the subject asset and the comparable assets. 

Depending on the facts and circumstances of a particular appraisal, applying the three approaches independently of one another can yield conclusions that are substantially different.  As the appraisal is performed, the strengths of the individual approaches are considered and the influence of each approach in the appraisal process is weighed according to its likely accuracy. 

For all pipelines a value is calculated using a Replacement Cost New Less Depreciation (RCNLD) model.  This involves first calculating the cost of building a new pipeline of equal utility using current prices.  The Replacement Cost New (RCN) is a function of location, length, diameter and composition.  Depreciation is then subtracted from RCN to produce the final value estimate.  Depreciation is defined as the loss of value resulting from any cause.  The three common forms of depreciation are physical, functional and economic.  Physical depreciation is accounted for on the basis of the age of the subject pipeline.  Functional and economic obsolescence (depreciation) can be estimated through the use of survivor curves or other normative techniques.  Specific calculations to estimate abnormal functional and/or economic obsolescence can be made on the basis of the typical utilization of the subject pipeline. 

After deductions from RCN have been made for all three forms of depreciation, the remainder is the RCNLD or cost approach model indicator of value. 

In addition to the RCNLD indicator, a unit value model may also be used for those pipelines for which appropriate income statements and balance sheets are also available.  Generally, this model is used for those pipelines that by regulation are considered to be common carriers.  The unit value model must be calculated for the entire pipeline system. 

The unit value model typically involves an income approach to value and a rate base cost approach.  The income approach is based on a projection of expected future typical net operating income (NOI).  The projected NOI is discounted to a present worth using a current cost of capital that is both typical of the industry and reflective of the risks inherent in the subject property.  The unit value model cost approach is typically an estimation of the current rate base of the subject pipeline (total investment less book depreciation allowed under the current form of regulation).  An additional calculation is made to detect and estimate economic obsolescence.  Any economic obsolescence is deducted from the rate base cost less book depreciation to achieve a final cost indicator.  The unit value model may also include a stock and debt approach in lieu of a market data approach.  The stock and debt approach involves finding the total value of the owner’s liabilities (equity and debt) and assuming that they are equal to the value of the assets.  The two (or three, if the stock and debt approach is included) unit value indicators are then reconciled into a final unit appraisal model indicator of value.  The unit value must then be reconciled with the RCNLD model indicator of value for the entire pipeline system being appraised.  The final correlated value of the system can then be allocated among the various components of the system to determine the tax roll value for each pipeline segment. 

Utility and railroad properties are appraised in a manner similar to pipeline except the RCNLD model is not used.  For all three types of property (utility, railroad and pipeline) the appraiser must first form an opinion of highest and best use.  If the highest and best use of the operating property is the current use under current regulation, the unit value model is considered highly appropriate.  If the highest and best use is something different, then the RCNLD model may be more appropriate. 

Compressor stations, pump stations, improvements and related facilities are appraised using a replacement cost new less depreciation model. 

Model calibration in the RCNLD model involves the selection of the appropriate service life for each type or class of property.  Further calibration can occur through the use of utilization or through-put data provided by the owner or agent.  Model calibration in the unit value cost approach involves the selection of the appropriate items to include in the rate base calculation and selection of the best measure of obsolescence, if any.  Income approach calibration involves the selection of the cost of capital or discount rate appropriate to the type of property being appraised as well as adjusting the projected income stream to reflect the individual characteristics of the subject property.  Model calibration in the stock and debt approach involves allocating sales prices of debt and equity to reflect the contribution to value of the operating property of the subject property. 

In reconciling multiple model results for a property, the appraiser considers the model results that best address the individual characteristics of the subject property while maintaining equalization among like properties.  Final results for each property may be found on the appraisal district’s appraisal roll. 

Land valuation for utility and pipeline properties is the responsibility of appraisal district staff as is the highest and best use analysis of the site.  Sites are analyzed for highest and best use as though they were vacant.  Highest and best use analysis of the improvements is based on the likelihood of the continued use of the improvements in their current and/or intended use.    Railroad corridor land is included in the appraisal of the operating property.    The highest and best use of railroad corridor land is presumed to be as operating property.  An appraiser’s identification of a property’s highest and best use is always a statement of opinion, never a statement of fact. 

The rate-base cost approach, stock and debt approach and income approach models must be reduced by the value of the land in order to arrive at a value of improvements, personal property and other operating property. 

Review and Testing 
Field review of appraisals is performed through the regular inspection of subject properties.  The periodic reassignment of properties among appraisers or the review of appraisals by an experienced appraiser also contributes to the review process.  A statistical review of property value changes is also conducted. 

Appraisal-to-sales ratios are the preferred method for measuring performance; however, sales are very infrequent.  Furthermore, market transactions normally occur for multiple sites and include both real and personal property, tangible and intangible, making analysis difficult and subjective.  Performance is also measured through comparison with valid single-property appraisals submitted for staff review.  Appraisal results are tested annually by the Property Tax Assistance Division of the Texas Comptroller’s office.  The Comptroller’s review, as well as comparisons with single-property appraisals, indicates the validity of the models and the calibration techniques employed. 

                                  Appendix A 
Resumes 
Thomas Y. Pickett & Company, Inc. 
LEONARD B. AMENT 
Appraiser 

EXPERIENCE 


Thomas Y. Pickett & Company, Inc.  
 
 
 
 
          9 Years 


Industrial / Manufacturing 
 
 
 
 
 
 
         24 Years 

QUALIFICATIONS 

Mr. Ament has over twenty years experience in Industrial, Commercial and Oilfield Service and Manufacturing Industries. During this time-frame he has worked with a variety of equipment and processes from the manufacturing of drilling rig components, chemical mixing and packaging, high-speed electronics assembly, to managing a portable air conditioning rental and sales company.  Mr. Ament brings valued experience in a variety of industries.  He joined Thomas Y Pickett in 2007 as an Industrial Appraiser.  He inspects and appraises SWD (taxable) and other facilities in North Dakota. 

EDUCATION 

Mechanical Drawing, Electrical Appliance Repair, DECA 

Brookhaven Community College 

Comprehensive User Course on Phillips Gem Series Surface Mount Machines Registered Professional Appraiser – State of Texas # 72436 

PROFESSIONAL ASSOCIATION 

Texas Department of Licensing & Regulation-Property Tax Professional 
JOSH BUDOWSKY 
Industrial/Utilities Appraiser 
EXPERIENCE 


Thomas Y. Pickett & Company, Inc. (Dallas) 
 
 
 
 
            5 Years 

 
Complex Property Appraiser 

Baker Hughes Inc. 
 
 
 
 
 
 
  
 
 9 Years 

 
Sales Manager 

Aviall Service Inc. 
 
 
 
 
 
 
 
 
 2 Years 

 
Account Executive 

Bud Oil Company 
 
 
 
 
 
 
 
 
 5 Years 

 
Production Technician  

Oklahoma State University 
 
 
 
 
 
 
 
 4 Years 

 
Bachelors of Business Administration 

 
Marketing 

 
Management of Information Systems  
QUALIFICATIONS 
Performs industrial evaluations on complex manufacturing sites as well as energy production, energy transmission, and pipeline systems in various states. He is also responsible for evaluation of clean renewable energy production systems; such as solar power and wind power. He is experienced in the oil and gas industry after spending nine years at a service company, giving him exposure to all highprofile production fields across the United States. This experience included enhancements to the drilling and completions of complex and challenging oil and gas wells. He was solely responsible for the increase of revenue and profits while directing the sales and operations in the Southern region for Baker Hughes.  
EDUCATION/LICENSES 
B.A. in Business Marketing – Oklahoma State University  
B.A. in MIS – Oklahoma State University 
Class III Appraiser - State of Texas #75123 
PROFESSIONAL ASSOCIATION 
Texas Department of Licensing & Regulation-Property Tax Professional 
ANTHONY E. (TONY) BELL 
Vice President 

Experience 

Thomas Y. Pickett & Company, Inc. 
 
 
 
 
 
           21 Years 

Dallas County Appraisal Review Board (Auxiliary Member) 
 
                            1 Year 

A T & T 
 
 
 
 
 
 
 
 
           37 Years 
Qualifications 
Mr. Bell is an accomplished Tax Manager with extensive experience in the valuation of the telecommunications industry including the valuation of manufacturing facilities, office equipment, buildings and the communications network.  Since joining Thomas Y. Pickett & Co., Inc., his expertise has extended to complex industrial properties, such as, Electric Generation Plants, Gas Processing Plants and other oil field properties, as well as, the valuation of all other types of utility properties.  He is skilled in determining strategies, developing presentations, and negotiating final values.  He provided analysis on proposed tax legislative changes and recommended language supportive of a position.  Mr. Bell has managed the Thomas Y. Pickett & Co., Inc. Industrial & Utility Division, which performs appraisals in multiple states on large complex properties such as shipyards and mining operations, as well as, smaller properties such as oilfield equipment, saw mills and all utilities.  
Education/Licenses 
B.S. Industrial Engineering-Newark College of Engineering 
Significant course work towards M.S. Engineering Management 
Twenty-four years attendance of Appraisal for Ad Valorem Taxation of Communications, Energy and Transportation Properties-Wichita State University, Wichita, Kansas 
Seminars on valuation of real and personal property in Texas 
Registered Professional Appraiser - State of Texas #69124    
Professional Associations 
Texas Association of Assessing Officers 
Texas Department of Licensing & Regulation-Property Tax Professional 
International Association of Assessing Officers 
JULIA A. (JULIE) FORTÉ 
Appraiser 
EXPERIENCE 
Thomas Y. Pickett & Company, Inc. 
 
  
 
 
      
 
    30 Years 
Overbeck Properties 
 
 
 
 
 
      
 
 
    10 Years 
QUALIFICATIONS 
Ms. Forté has over thirty years experience in appraisal of producing oil and gas properties and maintaining division order ownership. Ms. Forté also has experience as a property tax representative and brings a perspective from both sides of the appraisal process.  She joined Thomas Y. Pickett in 1980 as a secretary to Mr. Bill Goad, then a Vice-President of the firm and mineral appraiser.  She became an RPA in 1990.  Ms. Forté left Thomas Y. Pickett in 2008 but returned in 2019. 

EDUCATION 

San Antonio College 

Class III Appraiser– State of Texas # 64377 

PROFESSIONAL ASSOCIATION 

Texas Department of Licensing & Regulation-Property Tax Professional 
Appendix B 
Industrial Utility Accounts 
Thomas Y. Pickett & Company, Inc. 
ALLTEL CORPORATION 

AMERICO ENERGY RESOURCES, LLC 

AT&T MOBILITY LLC 

ATMOS ENERGY/MID-TEX DISTRIBUTION 

ATMOS ENERGY/MID-TEX PIPELINE 

BASA RESOURCES INC 

BIG COUNTRY WATER SERVICES LLC 

BREITBURN OPERATING LP 

BREVILOBA LLC 

BRIDGETEX PIPELINE 

BURNETT WELL SERVICE, LLC 

C C TANK RENTAL 

C S WELL SERVICE 

CCTM1  LLC 

CENTURION PIPELINE CO LP 

CENTURYLINK COMMUNICATIONS LLC 

CHAMPION WIND FARM 

CHAROLAIS WATER SYSTEMS LLC 

CITATION OIL & GAS CORP 

COGENT MIDSTREAM WESTEX LLC COMSTOCK ENERGY LLC 

CONCHO VALLEY ELECTRIC CO-OP 

CONCRETE MOBILITY 

CONTERRA ULTRA BROADBAND LLC I 

CORIX UTILITIES 

CUSTOM TANK INNOVATIONS, LLC 

DARYL RICH OILFIELD ELECTRIC CONTRACTOR 

DCP OPERATING COMPANY 

DIAMOND COMMUNICATIONS LLC 

ELLIS PRODUCTION CO 

ENDEAVOR ENERGY 

ENERGY TRANSFER FUEL LP 

ENERGY TRANSFER GC NGL PIPELINES LP 

ENTERPRISE TEXAS PIPELINE 

ETC TEXAS PIPELINE LTD 

EXTREME MEDIA LLC 

FIBERLIGHT LLC 

GRAND PRIX PIPELINE LLC 

GTP ACQUISITION PARTNERS IILLC 

HEP FIN-TEX 

INADALE WIND 

INFRASTRUCTURE NETWORKS INC 

INGRAM CONCRETE  LLC 

J.C. NOLAN PIPELINE CO LLC 

JUNCTION PIPELINE COMPANY LLC 

KINDER MORGAN CO2-CRC U 

KING OPERATING CORP 

LANCASTER DIAMOND PROPERTIES 

LEM WELL SERVICE CO INC 

LIQUIDPOWER SPECIALTY PRO INC 

LONE WOLF RESOURCES 

LORAINE WINDPARK 3RD PLANET 

LORAINE WINDPARK PHASE 3, LLC 

LUMINANT ENERGY CO LLC 

LUMINANT GENERATION CO LLC 

MAGELLAN PIPELINE COMPANY LP 

MCI COMMUNICATION SERVICES LLC 

MEDALLION GATHERING & PROC LLC 

MEDALLION PIPELINE COMPANY LLC 

MICKEY NEFF OIL COMPANY INC 

MIDWEST COMPRESSOR SYSTEMS LLC 

MITCHELL CO DESALINATION PLANT 

MITCHELL CO GIN DBA M&R COTTON 

MOBILE MINI TANK AND PUMP SOLUTIONS 

MTM PETROLEUM LLC 

NGL WATER SOLUTIONS PERMIAN 

NOBLES ROAD CONSTRUCTION INC 

NTS COMMUNICATIONS INC 

NUSTAR PERMIAN TRANSPORTATION 

ONCOR ELECTRIC DLVRY CO 

OXY USA WTP LP SAP 

PERMIAN CRUDE TRANSPORT LP 

PERMIAN EXPRESS PARTNERS 

PLAINS ORYX PERMIAN BASIN MARKETING LLC 

PLAINS ORYX PERMIAN BASIN PIPELINE LLC (MESA 

PIPELINE) 

PLAINS ORYX PERMIAN BASIN PIPELINE LLC 

(MIDLAND SOUTH PIPELINE) 

PLAINS ORYX PERMIAN BASIN PIPELINE LLC (TEXAS 

PIPELINE SYSTEM) 

PLAINS PIPELINE LP(BASIN STM) 

PRICE CONSTRUCTION 

PRODUCERS COOP GIN 

RED ROCK OILFIELD SERVICE 

ROSCOE WIND 

ROVER PETROLEUM OPERATING LLC 

SABINAL ENERGY LLC 

SCHLACHTER OPERATING CORP 

SEMINOLE PIPELINE CO 

SOUTHWESTERN BELL TELEPHONE 

SPRINT COMMUNICATIONS 

SPRINT DBA T-MOBILE 

SUNOCO PIPELINE LP(JAMSN GATH) 

SUNRISE PIPELINE LLC 

T-MOBILE WEST LLC 

TARGA MIDSTREAM SVC LLC 

TEXAS TANK WORKS 

TIGER ENVIRONMENTAL SERVICES 

TLR ENERGY SERVICES INC 

TX WT LLC 

UNION PACIFIC RAILROAD 

UNISITE INC. TX 

VALOR TELECOMMUNICATIONS OF TEXAS, LP 

WEST TEXAS GULF PIPELINE 

WEST TEXAS LPG PIPELINE 

WESTEX TOWERS INC 

WOODS FAMILY PROPERTIES 

WTG FUELS INC 

WTG GAS PROCESSING LP 

WTG GAS PROCESSING LP 

WTG JAMESON LP 

WTG JAMESON LP 

WTG NGL PIPELINE COMPANY LLC 

ZAYO GROUP LLC 
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