Lesa Arnold

From: Cindi Taylor [cindi@thetexasspur.com]

Sent: Monday, April 05, 2010 2:44 PM

To: Lesa Arnold _
Subject: Re: Counties Urge Using Market Value for Oil/Gas Valuations

[ have written the following article from the information you sent. Let me know if you have changes, additions,
or omissions by noon Tuesday.
Thanks, Cindi

Dickens County Judge Lesa Arnold County Commissioner Precinct #4 Sheldon Parsons attended a March 25
Texas House Ways & Means Committee hearing to inform state legislators that a law enacted in 2007 has
resulted in undervaluations of oil and gas properties which is costing the county tax revenue.

They joined other Texas county officials from Garza, Scurry, Nacogdoches, Poli, Schleicher, and Trinity
counties who also attended the hearing where Roberts County Judge Vernon H. Cook, president of the Texas
Association of Counties (TAC), and Jim Allison, general counsel to the County Judges and Commissioners
Association of Texas (CJCAT) testified on their behalf.

Prior to the law’s enactment in 2007, the state’s Comptroller of Public Accounts (CPA) would look at the actual
price of oil for the previous year and move it forward, according to testimony by John Heleman, the CPA’s
chief revenue estimator. But in 2007 legislators made a change to the Tax Code which prescribed a forward-
looking component to forecasts by the state’s CPA. Consequently, it has cost Texas counties significant
declines in revenue.

In the two weeks leading up to the hearing, county judges and county commissioners from more than 90 Texas
counties either signed a joint letter or wrote their own letters to the committee. In the past year, 107
commissioners courts have passed resolutions regarding the issue.

According to testimony at the hearing, both Cook and Allison stated that the new method of valuing properties
resulted in undervaluations. According to Allison the 2007 law “had a drastic and unanticipated effect.”

Cook said that his county lost $68 million in oil/gas valuation last year and he was recently informed by the
appraisal consultant for Roberts County that the county could expect a 50 percent cut in gas valuations this year
and a 40 percent cut in utilities. Because of the undervaluations the tax shifts from oil/gas properties to
homeowners and local businesses. The current tax rate in Roberts County is 43 cents, but Cook warned the
committee that the current rate would increase taking the county to or above the constitutional limit on tax rates.

“As you can imagine, the oil industry likes the current methodology,” said Judge Arnold.
But as Mr. Allison testified in the hearing, the state lost over $500 million in school funding not to mention the
mineral evaluations that counties lost which resulted in higher effective tax rates.

“Fortunately for 2010 the Comptroller has set an early estimate of $65.99 a barrel compared to $35.99 a barrel
that was used for the 2009 valuations,”™ she said. “Hopefully Dickens County will recover some of the tax
valuations we lost from last year and shift some of the tax burden back to the mineral interest owner.”

Opponents to the 2007 legislation for estimating oil/gas valuations say the CPA’s forecasts differed
significantly from actual crude oil prices. In 2007 the actual market value was 19 percent above the CPA’s
forecast, then, in 2008, it grew to 42 percent, and in 2009 it grew to almost 60 percent.

The problem, according to TAC and CJCAT, is House Bill 2982, a 2007 Amendment to Section 23.175, Tax
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