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INTRODUCTION

Lamar County Appraisal District is responsible for the appraisal of all Real Property and tangible
Busines Persanal Property within Lamar County for Ad Valorem taxation. The district appraises
property for 11 taxing entities within Lamar County.

CITY OF BLOSSOM
CITY OF DEPORT
CITY OF PARIS
CITY OF RENO
CITY OF ROXTON
CHISUM ISD
NORTH LAMAR ISD
PARIS ISD
PRAIRILAND ISD
PARIS JUNIOR COLLEGE
LAMAR COUNTY

Below is a brief summary of how Lamar County Appraisal District appraises property

MASS APPRAISAL

In appraisaing property for Ad Valorem taxation, the appraisal district utilizes a method called mass
appraisal to calculate the value of a large number of properties. Mass appraisal is the process of
valuing a group of properties as of a given date using common data, standardized methods and
statistical testing. In mass appraisal, values for individual properties should not be based solely on
the sale price of a property. Rather, valuation schedules and models should be consistently applied
to data that is correct, complete and up-to date.

MARKET VALUE

In the State of Texas, the appraisal date for property tax purposes is January 1 of each given year.
Property must be appraised at its fair market value as of January 1. The property tax code defines
maket value as: the price at which property would transfer for cash or its equivelent under prevailing
market conditions if: 1.) The property was exposed to the open market for a resonable time for the
seller to find a buyer. 2.) 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 restictions on its
use. 3.) The seller and the buyer are attempting to maxzimize their gains and neither is in a position
to take advantage of the exigencies* of the other

*(note: exigencies mean each party is aware of each others circumstances at the time of the transaction.)



HIGHEST AND BEST USE

In order to determine market value of a property, the appraiser must determine the sighest and best
use of the property. The highest and best use is the use of the property that is its most profitable use a
a specific time (January 1), it is legally permissible, physically possible and financially feasible.
Highest and best use is not always the actual current use of the property. The only time highest and
best use is not considered is in the appraisal of a residential homestead property. In this instance,

the residential homestead value must be determined solely on the basis of its current use.

DATA COLLECTED

The appraisal district staff begins the appraisal process by performing data collection of all property.
Staff appraisers will inspect each property noting the individual characteristics of the property that
affect value such as size (suquare feet), age, quality of construction, physical condition, restrictions
to use of the property, terrain or topography, etc. The district has developed valuation schedules
and models based on the different types of properties. Each property will be placed on the
appropriate schedule based on its individual characteristics. '

STATISTICAL ANALYSIS AND RATIO STUDIES

Models are calibrated and adjusted annually through the use of ratio studies and statistical analysis.
The district will compare actual sales prices of individual properties to the value produced to that
property through the model and determine the appropriate adjustment that is needed for the

model. Ratio studies allow the district to measure and evaluate the two major aspects of mass
appraisal models: LEVEL OF APPRAISAL ACCURACY AND UNFORMITY.

Level of appraisal accuracy refers to the overall ratio of appraised values to market values

of properties within the same category or maket area. Level measurements provide information
about the degree of which mass appraisal models are working and what adjustments are

warranted. The measures of appraisal level that are calculated are the median ratio, mean ratio

and weighted mean ratio. These are also referred to measures of central tendency.

Level of appraisal uniformity refers to the degree to which properties are appraised at equal
percentages of market value. One measurement of uniformity is the coefficient of dispersion (COD).
The COD is the most generally useful measure of variability. The COD measures the average
percentage deviation of the ratios from the median ratio. The COD has the desirable feature that its
interpretation does not depend on the assumption that the ratios are normally distributed. This
measure of variability relates to horizontal or random dispersions among the ratios regardless

of the value of individual parcels. Another measure of appraisal uniformity is the Price-Related
Differential (PRD). One form of inequity in a mass appraisal model can be a systematic difference
in the appraisal of low and high value properties, termed verfical inequities. When low value
properties are appraised at a greater percentage of market value than high value properties,
assessment regressivity is indicated. When the opposite occurs assessment progressivity is the
result. Appraisals made for Ad Valorem tax purposes should be neither regressive nor progressive.
The PRD should be as close to 1.00 as possible. Measures above 1.00 indicate regressivity

and measures below 1.00 suggest progressivity.



LAMAR COUNTY APPRAISAL DISTRICT RATIO SUDY STANDARDS

RATIO
TYPE OF PROPERTY RANGE COD PRD
Single-family residence
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VALUE APPROACHES

Because the market value of an unsold property is not only unknown but also uncertain,
the district appraisers us three differing views of market value in appraising.

1.) Sales Comparison/Market Approach: This approach asks"what are properties similar

to this property selling for?" In the absence of a sale of the subject, sales prices of
comparable properties are usually considered the best evidence of market value. The sales
comparison approach models the behavior of the market by comparing the properties being
appraised, ie., subject properties, with similar properties that have recently sold, ie.,
comparable sales. Comparable sales are selected for similarity to the subject property.
Their sales prices are then adjusted for the differences from the subject. Finally, a market
value for the subject property is estimated from the adjusted sales prices of the comparable
sales.

2.) Income Approach: This approach asks: "what would an investor pay in anticipation of a
future income stream from the property?" The income approach is usually used to appraise
types of properties that generate income, such as office buildings, hotels or retail centers.
This approach is based on the priciple that the value of an investment property reflects the
quality and quantity of the income it is expected to generate over its life. That is, value is
the estimated present value of the future benefits. (the income and proceeds from the sale
of the property). Estimating the value of an income producing property is done by capitalization.



In its simplest form, capitalization is the division of a present income stream by an appropriate rate
of return to estimate the value of the income stream. In doing the income approach, the appraisal
district will look at the market for typical rents and expenses of similar properties as it is the fee
simple estate being appraised. The typical formula that will be used in the Income Approach to
value is: Potential Gross Rent -Vacancy and Collection Loss + Miscellaneous Income =
Effective Gross Rent - Allowable Operating Expenses = Net Operating Income

divided by a properly adjusted Capitalization Rate

3.) Cost Approach: this approach asks: "how much it would cost to replace the property with one
of equal utility?" The cost approach is justified in part by the principle of substitution which states
an informed buyer will pay no more for an improved property than the price of acquiring a vacant
building site and constructing a substitute building of equal utility and assuming no costly delays
in construction. The cost approach requires estimates of land value, accrued depriciarion and the
cost of constructing the improvements. Depreciation is subtracted from the current constuction
cost to obtain an estimate of improvement value. A land value that reflects the value of the site as if
vacant and available to be developed to its highest and best use is added to the value of the
improvements. The steps in the cost approach are:

1.) Estimate the land value as if vacant at its highest and best use.

2.) Estimate the replacement cost new of the improvements.

3.) Estimate the accrued depreciation of the improvements. (physical deterioration, functional
obsolescence and external (economic) obsolescence must be considered in determining
depreciation.)

4.) Subtract the accrued depreciation from the total caost new of the improvements.

5.) Add the land value to the depreciated improvement value to arrive at a total value that

should reflect the current conditions in the market place.

The cost approach works best for new construction as there is very little depreciation to consider.
The cost approach is also a reliable method for unique or one of a kind properties that have no
available sales.

Depreciation

Depreciation schedules for mass appraisal purposes can be developed form market data. Sales
are grouped by building type and land. Miscellaneous improvement values should be subtracted,
leaving a building residual value. The building residual value is substracted from the replacement
cost new (RCN) to determine the dollar amount of depreciation. The market derived depreciation
is divided by the RCN to determine the percentage of depreciation. These percentages can be
plotted against the effective age to create a curve through the data to correlate the depreciation

to age. This data can then be used to create depreciation tables.

Consideration of Value Approaches by Property Types

The appropriateness of each valuation approach varies with the type of property under condideration.

The table below ranks the relative usefulness of the three approaches in the mass appraisal of

major types of properties. The table below assumes there are no major statutory barriers to obtaining cost,
sales and income data. Although certain approaches tend to produce better results for a given type

of property, the use of two or more approaches should produce a greater accuracy.



Cost Approach SalesComparison Income Approach
Single-Family Residential 2 1 3
Multi-Famaly Residential 3 2 1
Commercial 3 2 1
Industrial 1 3 2
Non-Agricultural land N/A 1 2
Agricultural land N/A 2 1
Special-Purpose 1 3 2

Land Valuation

In appraising land the appraiser will take into considera the four basic factors that will effect land values:

1.) Physical attributes of the site. (topography)

2.) Economic conditions. (location)

3.) Government influences. (zoning)

4.) Social standards. (country club)

There are four methods of appraising land used by our appraisers:

1.) Sales Comparison (market approach) - this method is preferred if sufficient sales data of vacant land is
available. This method produces the most reliable indication of land value. In using this method the appraiser
must make adjustments to the comparable sales for financing, time, locational characteristics, physical
characteristics and any restrictions to the land.

2.) Allocation by ratio-this method works well for appraising lot values in a residential subdivision where few
vacant lot sales are available. In this method the appraiser will identify comparable sales of improved land,
estimate the ratio of land value to property value and apply the typical ratio to estimate the land value of the
subject property.

3.) Allocation by abstraction - in this method the appraiser will find the sale of a comparable improved
property and subtract the depreciated RCN of the improvement to arrive at the land value.

4.) Capitalization of ground rent (income approach) - to capitalize a ground rent the appraiser must have
reliable income information of rents of similar land and divide the market rent by the appropriate
capitalization rate to produce an indication of value.

This handout is intended to give property owners the basic framework of property appraisals and does not
include detailed information regarding property appraisal. For more information, please feel free to contact
our office at 903-785-7822. One of our appraisers will assist you with any questions you might have.



