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INTRODUCTION
Scope of Responsibility

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

The Karnes County Appraisal District is a political subdivision of the State of Texas created
effective January 1, 1980. The provisions of the Texas Property Tax Code govern the
legal, statutory, and administrative requirements of the Appraisal District. The members of
the Board of Directors, appointed by the taxing units within the boundaries of Karnes
County, constitutes the district’'s governing body. The Chief Appraiser, appointed by the
Board of Directors, is the chief administrator and chief executive officer of the Appraisal
District.

The Appraisal District is responsible for local property tax appraisal and exemption
administration for twenty-one jurisdictions or taxing units in the county. Each taxing unit,
such as the county, a city, school district, municipal utility district, etc., sets its own tax rate
to generate revenue to pay for such things as police and fire protection, public schools,
road and street maintenance, courts, water and sewer systems, and other public services.
Appraisals established by the Appraisal District allocate the year’s tax burden on the basis
of each taxable property’s January 1%t market value. We also determine eligibility for
various types of property tax exemptions such as those for homeowners, the elderly,
disabled veterans, and charitable and religious organizations.

Except as otherwise provided by the Property Tax Code, all taxable property is appraised
at its “market value” as of January 1%t. 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:

e 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 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.
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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 1%t 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 15t

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 real property on a
three-year cycle, however, appraised values are reviewed annually and are subject to
change for purposes of equalization. Personal property is appraised every year.

The appraised value of real estate is calculated using specific information about each
property. Using computer-assisted appraisal programs, and recognized appraisal methods
~ and techniques, we compare that information with the data for similar properties, and with
recent 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. In cases where the Appraisal District contracts for professional valuation
services, the contract that is entered into by each appraisal firm requires adherence to
similar professional standards.

Personnel Resources

The Office of the Chief Appraiser is responsible for the oversight of all operations of the
Appraisal District including the overall planning, organizing, staffing, coordinating, and
controlling of district operations. In addition, the Chief Appraiser serves as the head of the
administration department planning, organizing, directing and controlling the business
support functions related to human resources, budget, finance, records management,
purchasing, fixed assets, facilities and postal services. The Chief Appraiser supervises the
appraisal staff in the valuation of all real and personal property accounts. The property
types appraised include commercial, residential, business personal, and industrial.

The district's appraisers are subject to the provisions of the Property Taxation Professional
Certification Act and must be duly registered with The Texas Department of Licensing and
Regulation (TDLR).

Support functions including records maintenance, public information assistance to the
public and appraisal review hearings support is coordinated by the support personnel.



The Appraisal District staff consists of five employees and 2 contract appraisers with the
following classifications:

1 Administrator (Chief Appraiser)
1 Assistant Chief Appraiser

1 Deed Clerk

1 Mapping Clerk

1 Receptionist

2 Contract Appraisers

Data

The District is responsible for establishing and maintaining approximately 15,111 real and
personal property accounts covering over 754 square miles Karnes County. This data
includes property characteristic and 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 that is prioritized by last field inspection
date. Sales are routinely validated during a separate field effort; however, numerous sales
are validated as part of the new construction and data review field activities. General
trends in employment, interest rates, new construction trends, and cost and market data
are acquired through various sources, including internally generated questionnaires to
buyer and seller, university research centers, and market data centers and vendors.

The District has a geographic information system (GIS) that maintains cadastral maps and
various layers of data, facet and aerial photography.

Information Systems

The Chief Appraiser maintains the District's data processing facility, software applications,
Internet website, and geographical information system. The District operates under
Pritchard & Abbott, Inc.'s (Property Appraisal System — Paragon) software system. The
mainframe hardware is a Dell Server; with Barracuda Backup Drive and My Cloud EX 2
Ultra Backup; Pritchard & Abbott OneMap hosts the geographic information system
powered by ERSI; and the user base is served by general purpose Desktop and Server
PC's, along with network terminal to the network server through a windows format.

INDEPENDENT PERFORMANCE TEST

According to Chapter 5 of the TPTC and Section 403.302 of the Texas Government Code,
the State Comptroller’'s Property Tax Assistance Division (PTAD) conducts a bi-annual
property value study (PVS) of each Texas school district and each Appraisal District. As a
part of this annual study, the code also requires the Comptroller to: use sales and
recognized auditing and sampling techniques; test the validity of school district taxable
values in each Appraisal District and presume the appraisal roll values are correct when
values are valid; and, determine the level and uniformity of property tax appraisal in each
Appraisal District. The methodology used in the property value study includes stratified
samples to improve sample representativeness and techniques or procedures of measuring
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uniformity. This study utilizes statistical analysis of sold properties (sale ratio studies) and
appraisals of unsold properties (appraisal ratio studies) as a basis for assessment ratio
reporting. For Appraisal Districts, the reported measures include median level of appraisal,
coefficient of dispersion (COD), the percentage of properties within 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 (i.e., categories A, B, C, D and F1 are directly
applicable to real property).

There are eight independent school districts in the Karnes County CAD for which appraisal
rolls are annually developed. The preliminary results of this study are released in January
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) in the following July of
each year for the year of appraisement. 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 appraisal staff is responsible for collecting and maintaining property characteristic data
for classification, valuation, and other purposes. Accurate valuation of real and personal
property by any method requires a physical description of personal property, and land and
building characteristics. The Appraisal District is responsible for administering, planning
and coordinating all activities involving data collection and maintenance of all commercial,
residential and personal property types which are located within the boundaries of Karnes
County. 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 goal is to inspect all residential and personal properties in this county over three years,
and commercial properties over three years. Meeting this goal is dependent on budgetary
constraints.

Appraisal Resources
Personnel

The appraisal staff consist of one Chief Appraiser, one assistant Chief Appraiser, one deed
clerk, one mapping clerk, one receptionist and appraisers from a contract appraisal
company.

Data

The data used by contracted field appraisers includes the existing property characteristic
information contained in Pritchard & Abbott, Inc. (P&A) Data Hosting software from the
District’'s computer system. The data is printed on a field appraisal record card, or personal
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property data sheets. Other data used include maps, sales data, fire and damage reports,
building, electric, well and septic installation permits, photos and actual cost information.

PRELIMINARY ANALYSIS

Data Collection/Validation

Data collection of real property involves maintaining data characteristics of the property on
P&A Data Hosting system. The information contained in P&A Data Hosting system
includes site characteristics, such as land size and topography, and improvement data,
such as square foot of living area, year built, quality of construction, and condition. Field
appraisers use appraisal manuals that establish uniform procedures for the correct listing of
real property. All properties are coded according to these manuals and the approaches to
value are structured and calibrated based on this coding system. The field appraisers use
these manuals during their initial training and as a guide in the field inspection of properties.
Data collection for personal property involves maintaining information on Personal
Property. The type of information includes personal property such as business inventory,
furniture and fixtures, machinery and equipment, cost and location. The field appraisers
conducting on-site inspections use the state personal property manual during their initial
training and as a guide to correctly list all personal property that is taxable.

The appraisal manuals that are utilized by the field appraisers are available in the District's
office. Copies are available to a property owner/agent who requests a copy of the manual.

Sources of Data

The sources of data collection are through the new construction field effort, data review/re-
list field effort, data mailers, hearings, sales validation field effort, commercial sales
verification, newspapers and publications, and property owner correspondence via the
Internet. A principal source of data comes from building permits received from taxing
jurisdictions that require property owners to obtain a building permit. Paper permits are
received and matched manually with the property’s tax account number for data entry.

Data review of entire neighborhoods is generally a good source for data collection.
Appraisers drive entire neighborhoods to review the accuracy of our data and identify
properties that have to be re-listed. The sales validation effort in real property pertains to
the collection of data of 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 data and confirmation of the sales price. In commercial, the commercial
sales group is responsible for contacting both grantee and grantor to confirm sales prices
and to verify pertinent data.

Property owners are one of the best sources for identifying incorrect data that generates a
field check. Frequently, the property owner provides sufficient enough 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 owner’s requests to
correct data inconsistencies has also increased. For the property owner without access to
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the Internet, telephone calls or letters are often submitted notifying the district of inaccurate
data. Properties identified in this manner are added to a work file and inspected at our
earliest opportunity.

Data Collection Procedures

Field data collection requires organization, planning and supervision of the field effort. Data
collection procedures have been established for residential, commercial and personal
property. The appraisers are assigned throughout Karnes County to conduct field
inspections. Appraisers conduct field inspections and record information either on a
property record card (PRD) or a personal property data sheet.

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

Data Maintenance

The field appraiser is responsible for ensuring that field notes are legible and complete and
in good order for data entry accuracy and quality assurance.

INDIVIDUAL VALUE REVIEW PROCEDURES

Field Review

The date of last inspection, extent of that inspection, and the appraiser responsible are
listed on the P&A Data Hosting system record. If a property owner or jurisdiction disputes
the district's records concerning this data during a hearing, via a telephone call or
correspondence received, P&A Data Hosting system data may be altered based on the
evidence provided. Typically, a field inspection is requested to verify this evidence for the
current year's valuation or for the next year’s valuation. Every year a field review of certain
areas or neighborhoods in the jurisdiction is done during the data review/re-list field effort.

Office Review

Office reviews are completed on properties where information has been received from the
owner of the property. Survey letters sent en mass, or at the request of the property owner,
frequently verify the property characteristics or current condition of the property. When the
property data is verified in this manner, field inspections are not required.



PERFORMANCE TEST

The appraisal company is responsible for conducting ratio studies and comparative
analysis with oversight by the Chief Appraiser.

Field appraisers, in many cases, may conduct field inspections to insure the ratios
produced are accurate and the appraised values utilized are based on accurate property
data characteristics.

RESIDENTIAL PROPERTY

INTRODUCTION

Scope of Responsibility

The field appraisers are responsible for developing equal uniform market values for
residential improved and vacant property within the areas to which they are assigned.

There are approximately 8665 residential improved and vacant residential properties in
Karnes County.

Appraisal Resources
Personnel

The Residential Valuation appraisal staff consists of the Chief Appraiser, contracted
appraisers, and the support staff.

Data

A common set of data characteristics for each residential dwelling in Karnes County is
collected in the field and data entered to the computer. The property characteristic data
drives the computer-assisted mass appraisal (CAMA) approach to valuation.

MARKET COMPARISON APPROACH

Area Analysis

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 and provide the field appraiser a current economic
outlook on the real estate market. Information is gleaned from real estate publications and
sources such as continuing education in the form of IAAO, TAAD, TAAO, and Comptroller
of Public Accounts classes and seminars.



Neighborhood and Market Analysis

Neighborhood analysis involves the examination of how physical, economic, governmental
and social forces and other influences affect property values. The effects of these forces
are also used to identify, classify, and stratify comparable properties into smaller,
manageable subsets of the universe of properties known as neighborhoods. Residential
valuation and neighborhood analysis is conducted on each of the political entities known as
Independent School Districts (ISD).

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 has been identified, the next step is to define its boundaries. This
process is known as “delineation.” Some factors used in neighborhood delineation include
location, sales price range, lot size, age of dwelling, quality of construction and condition of
dwellings, square footage of living area, and story height. Delineation can involve the
physical drawing of neighborhood boundary lines on a map, but it can also involve
statistical separation or stratification based on attribute analysis.

Part of neighborhood analysis is the consideration of discernible patterns of growth that
influence a neighborhood’s individual market. Few neighborhoods are fixed in character.
Each neighborhood may be characterized as being in a stage of growth, stability or decline.
The growth period is a time of development and construction. As new neighborhoods in a
community are developed, they compete with existing neighborhoods. An added supply of
new homes tends to induce population shift from older homes to newer homes. In the
period of stability, or equilibrium, the forces of supply and demand are about equal.
Generally, in the stage of equilibrium, older neighborhoods can be more desirable due to
their stability of residential character and proximity to the workplace and other community
facilities.

The period of decline reflects diminishing demand or desirability. During decline, general
property use may change from residential to a mix of residential and commercial uses.
Declining neighborhoods may also experience renewal, reorganization, rebuilding, or
restoration, which promotes increased demand and economic desirability.

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

Highest and Best Use Analysis

The highest and best use of property is the reasonable and probable use that supports the
highest present value as of the date of the appraisal. The highest and best use must be
physically possible, legal, financially feasible, and productive to its maximum. The highest
and best use of residential property is normally its current use. This is due in part to the
fact that residential development, in many areas, through use of deed restrictions and
zoning, precludes other land uses.

Residential valuation undertakes reassessment of highest and best use in transition areas
and areas of mixed residential and commercial use. In transition areas with ongoing
gentrification, the appraiser reviews the existing residential property use and makes a
determination regarding highest and best use. Once the conclusion is made that the
highest and best use remains residential, further highest and best use analysis is done to
decide the type of residential use on a neighborhood basis. As an example, it may be
determined in a transition area that older, non-remodeled homes are economic
misimprovements, and the highest and best use of such property is the construction of new
dwellings. In areas of mixed residential and commercial use, the appraiser reviews
properties in these areas on a periodic basis to determine if changes in the real estate
market require reassessment of the highest and best use of a select population of
properties.

VALUATION AND STATISTICAL ANALYSIS

Cost Schedules

All residential parcels in the district are valued from identical cost schedules using a
comparative unit method. The district’s residential cost schedules, originally adopted from
a private mass appraisal firm, have been customized to fit Karnes County’s local residential
building and labor market. The cost schedules are reviewed regularly as a result of recent
state legislation requiring that the appraisal district cost schedules be within a range of plus
or minus 10% from nationally recognized cost schedules.

An extensive review and revision of the residential cost schedule is performed annually. As
part of this process, newly constructed sold properties at various levels of quality of
construction in Karnes County are reviewed. The property data characteristics of these
properties are verified and photographs taken of the samples. CAD dwelling costs are
compared against Marshall & Swift, a nationally recognized cost estimator. This process
includes correlation of quality of construction factors from CAD and Marshall & Swift. The
results of the comparison are analyzed using statistical measures, including stratification by
quality and reviewing estimated building costs, plus land to sales prices. As a result of this
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