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STATEMENT OF THE CASE

Petitioner brings this appeal from the decisiontted County Board of Equalization.

This matter was argued in an Initial Hearing punsua the provisions of Utah Code Sec. 59-1-
502.5, on August 24, 2010. Petitioner (the “Prop&wner”) is appealing the assessed value as
established for the subject properties by the RURZQRUNTY Board of Equalization, as of the
lien date January 1, 2009. The County Assessorskeadhe combined values for all #####
parcels that are at issue in this appeal at $&#%$the County Board of Equalization reduced the
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values to a combined total of $$$$$. The Prop@wyner requests that the value be lowered
further, to a combined total value of $$$$$. Ad tiearing, Respondent (the “County”) requested
that the value set by the County Board of Equabtimdbe sustained.
APPLICABLE LAW
All tangible taxable property shall be assessedtared at a uniform and equal rate on

the basis of its fair market value, as valued amudey 1, unless otherwise provided by law.
(Utah Code Ann. Sec. 59-2-103 (1).)

“Fair market value” means the amount at which prigp@ould change hands between a
willing buyer and a willing seller, neither beingder any compulsion to buy or sell and both
having reasonable knowledge of the relevant fa@gtéah Code Ann. 59-2-102(12).)

(1) Any person dissatisfied with the decision of thounty board of equalization
concerning the assessment and equalization of aogepfy, or the determination of any
exemption in which the person has an interest, ampeal that decision to the commission by
filing a notice of appeal specifying the grounds thee appeal with the county auditor within 30
days after the final action of the county board. .. (4) In reviewing the county board’s deaisio
the commission shall adjust property valuationgeftect a value equalized with the assessed
value of other comparable properties if: (a) tsuésof equalization of property values is raised;
and (b) the commission determines that the profhbeiis the subject of the appeal deviates in
value plus or minus 5% from the assessed valuerparable properties. (Utah Code Ann. Sec.
59-2-1006(1)&(4).)

To prevail in a real property tax dispute, the tReter must (1) demonstrate that the
County's original assessment contained error, @&hdoiovide the Commission with a sound
evidentiary basis for reducing the original valaatto the amount proposed by Petitiords.son
v. Bd. of Equalization of Salt Lake County, 943 P.2d 1354 (Utah 1997). See also Utah Code Se
59-1-1417 which provides, “In a proceeding beftre ¢commission, the burden of proof is on the
petitioner . . ."

DISCUSSION

The subject properties consist of ##### vacanteasial lots and ##### lots improved

with residences under construction on the lien,datea total of #####individual parcels. All

lots are located in a development known as PETITHENa master planned community with

! When this appeal was opened it originally indidateere were ##### parcels at issue. From thesfgop
Owner’s introductory statement and Exhibits C artid-correct number is the ##### vacant residential
lots and #####H lots on which there was a residender construction, for a total of ##### parcels.
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more than ##### acres of land. The community ctigrdras ( WORDS REMOVED ). The
development is only 35% to 45% built up, but mdsthe subdivision infrastructure, including
roadways, have been installed. There are plarthrfee additional golf courses to be constructed
in the future and additional residential developteen

Since commencement of the development in 2001, mhare ###4# residential building
lots have been sold. There are a number of diffesgindivisions located within the development.
Some of the subdivisions have smaller lots withrigt®ns on the size of the residence that can
be constructed. Other Subdivisions have owner &gmt fees that pay for all yard care and
snow removal. One subdivision, SUBDIVISION 1, riet$ the use of the residences to second
homes. Some subdivisions have larger lots, refaoes estate lots, and large residences may be
constructed on these properties. The market sahiethe lots vary between the different
subdivisions within the development due to diffexes in location, views and proximity to (
WORDS REMOVED ). Further, for these same reasamssome subdivisions there are
differences in value between the lots within thbdivision. Some of the subdivisions are more
homogeneous. Because of differences and the nuofibets at issue, both parties have valued
the property using s an average value, high endaloe and low end lot value per subdivision.

In YEAR the development went into bankruptcy and wald ( WORDS REMOVED )
for $$$$$ in early YEAR. Purchased for this prigere not only all the parcels at issue in this
appeal, but also the ( WORDS REMOVED ) but esmtitlacres of land. The current
infrastructure is sized to handle future developimen

The County presented a history of lot sales irRE&ITIONER development. Sale prices
were steady from 2002 through 2004, with the awvetag prices just under $$$$$ per lot. The
volume of sales increased in 2004 and by the e@2D@5, the average lot prices had increased to
$$$$$. In 2006 there was a high volume of salestiam average price had increased to $$$$$ by
the end of the year. In 2007 the volume remainiehg with more than ##### lot sales, but the
prices peaked about midyear and by the end of¢hethe average sale price was again at $$$$3$.
In 2008 the sales nearly stopped altogether. Tiere only ##### lot sales during the entirety
of 2008. Additionally, in 2009 there was only asde prior to June 1.

The Property Owner also pointed out that the stilbjgs are have remained unsold and
tended to be less desirable than the lots that bese sold.

Taxpayer’s Petitioner’'s Exhibits E and F are ipawated herein. They list the parcel number fahdat
that is at issue in this matter and the value$osetach lot by the County Board of Equalization.
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The Property Owner’s requested value is based oapgmaisal minus an additional
equalization adjustment to some of the lots thditlvé discussed further below. The appraisal
had been prepared by APPRAISER 1, MAI on March 2810 (“Second APPRAISER 1
Appraisal”), with a retrospective valuation date tbe January 1, 2009. In the appraisal
APPRAISER 1 developed average lot values, highletndalues and low end lot values for each
subdivision at issue in PETITIONER. The Propertyf@wthen applied these values to each
individual lot in the respective subdivisions om thasis of whether the County had valued the
individual lot low, average or high for that sulidien. The conclusion, based on the values from
the Second APPRAISER 1 Appraisal for all six laasnbined was $$$$3.

In the Second APPRAISER 1 Appraisal, APPRAISER dsatered all six lot sales in
PETITIONER that occurred in 2008 and the six sale# occurred in 2009. In addition he
considered sales of properties outside the PETIHRNdevelopment. Some of these
comparables came from other ( WORDS REMOVED ) somde from subdivisions that lacked
any of the amenities found at PETITIONER. The propesales from the PETITIONER
development considered by APPRAISER 1 in the apglaire as follows:

Subdivision/Lot # Acreage Sale Date Sale Price
2008 PETITIONER Sales

SUBDIVISION 2 #1 1.21 1/7/08 P35S
SUBDIVISION 3 #1 0.71 1/22/08 $$$5$
SUBDIVISION 4 #1 0.66 7/21/08 $$5$$
SUBDIVISION 5 #1 0.82 8/8/08 $$$5$
SUBDIVISION 6 #1 2.63 8/22/08 $$5$$
SUBDIVISION 7 #1 1.33 12/1/08 $$5$$

2009 PETITIONER Sales

SUBDIVISION 8 #1 0.42 2/2/09 $$$$$
SUBDIVISION 9 #1 1.12 6/26/009 $$$$$
SUBDIVISION 10 #1 111 6/30/09 $S$$$
SUBDIVISION 11 #1 1.24 7/2/109 $$$$$
SUBDIVISION 12 #1 0.67 7/29/09 $E$5$
SUBDIVISION 13 #1 1.10 7/31/09 S8

The additional comparables, properties located idmitsof the PETITIONER

Development (“outside sales”), occurred in 2008 wede as follows:

SUBDIVISION 14 #1 0.86 1/15/08 $E$S$
SUBDIVISION 15 #1 0.73 1/31/08 $S$$$
SUBDIVISION 16 #1 1.80 4/29/08 $$$$$
SUBDIVISION 17 #1 0.79 8/1/08 $$$8$
SUBDIVISION 17 #2 0.53 9/9/08 $$$8$
SUBDIVISION 17 #3 1.15 11/1/08 $E58$
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SUBDIVISION 18 #1 0.50 11/15/08 $S$$$
SUBDIVISION 14 #2 1.01 11/21/08 $$$8$

After consideration of these sales, APPRAISER Ichated the following values were
appropriate for each of the subdivisions at issier a comparison the average values set by the
County Board and typical lot sizes are includedhwiPPRAISER 1’s conclusions as follows:

Number Typical BOE Avg. APPRAISER 1's Apizia

Conclusions

Subdivision  of Lots  Size For Subject Lots Low End High End Average

SUBDIVISION 1 HittHHH 0.17-0.22 $$55$ $$5$$ $$$8$
$$5$$

SUBDIVISION 2 HittHHH 1.04-2.65 $$55$ $$5$$ $$$8$
$$$5$

SUBDIVISION 19 T 0.50-0.82 $$5$$ P35S $S$$$
$$$5$

SUBDIVISION 6 H 1.11-3.25 35553 $$$5$ $$$$$
$$$5$

SUBDIVISION 20 HitHHHH 0.32-0.80 535S $$$$$ $E$S$
$$5$$

SUBDIVISION 21 HitHHH 1.17-1.94 5355 $$5$$ $$$8$
$$5$$

SUBDIVISION 9 HittHHH 1.04-1.15 $$55$ $$5$$ $$$8$
$$$5$

SUBDIVISION 22 i 0.95-2.60 $$5$$ $$$5$ $$$$$
$$$5$

SUBDIVISION 22 HitHHHHH 1.12-3.80 5355 $$$$$ $$$8$
$$$5$

The Property Owner also argued that the County do&rEqualization had valued the
subject lots higher than it had for other lotshe same subdivisions that had been appealed by
the individual owners. The Property Owner is theelleper, and the subject lots are basically the
unsold inventory. There were a number of lots et been purchased by individual owners on
which there had been no construction as of thedaa.

In the appraisal, APPRAISER 1 provided an analgsisther individually owned lots in
PETITIONER that were not subject to this appeat, which had been appealed to the County
Board of Equalization by the individual owners. ptevided the value determined by the County
Board and the percentage of decrease for thesentiexp In SUBDIVISION 2 six individually
owned lots were appealed and the County Board édted these to values ranging from $$$$$
to $3$$3$$. In SUBDIVISION 19 eleven lots were appdaby individual owners. Of these the
County Board reduced six to $$$$3$. The others wedeced to values in a range of $$$$$ to
$$$$$. In SUBDIVISION 6 there had been eight indixal appeals. The County Board reduced
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these lots values to a range of $$$$$ to $$$SHHtESUBDIVISION 20 lots had been appealed
by individual owners and these were reduced byCbenty Board of Equalization to a range of
$$5$$ to $$$$$. In SUBDIVISION 21 there had bedtedin individual lot appeals. Nine of
these lots were reduced by the County Board to $$%$ lot. The remaining lots ranged in
value from $$$$$ to $$$$$. In the SUBDIVISION 9 divlision, eight individually owned lots
had been appealed to the County Board and thes/alag been reduced to a range of $$$$$ to
$$$$$. In the PETITIONER subdivision four indivaluots were appealed and all four were
reduced to $$$3$$ by the County Board. For SUBDIQISI7 subdivision there had been eleven
individual lot appeals and the County Board redubede values to a range of $$$$$ to $$$$3.

The Property Owner made an equalization argumedit tthere should be additional
downward adjustments to some of the appraisaldbies based on the reductions made by the
County Board to the individually appealed lots. i&jng this further equalization adjustment, the
Property Owner’s value conclusion went from therafgal value of $$$$$ to the requested value
of $$$$$. This additional downward adjustment wesde to lots in four of the subdivisions:
SUBDIVISION 19; SUBDIVISION 20; SUBDIVISION 21; an8UBDIVISION 24.

At the hearing the County requested that the valoiethe subject lots remain as set by
the County Board of Equalization. The County ekpd that the Board had used as the basis for
its value determination an earlier appraisal pregpaoy APPRAISER (First APPRAISER 1
Appraisal). This appraisal had an effective ddt®lay 18, 2009. APPRAISER 1 concluded that
as of that date the total bulk sale value of thgestt lots, plus an additional 11 lots that weré no
part of this appeal, was $$$$$. This value wasrdehed by using a Subdivision Development
method, which establishes a single value for a murnblots, in this case #####, that would be
sold in bulk through a single transaction at a lsimyrice. The valuation process involves a
discounted cash flow model (“DCF”), which assuntea the individual lots would be sold over
time. Key in determining this bulk sale value waBRPRAISER 1's assumption that to sell all of
the lots would require a 10 year absorption periblk determined an average retail finished lot
value for each of the subdivisions, and then agpdie absorption discount rate to determine the
present value of the lot sales over a ten-yeangehn the appraisal APPRAISER 1 indicated that
the appraisal was being prepared for tax purpogdshe hearing it was clarified that this was
income tax, not property tax for which the apprdiseal been prepared.

The County did not accept or rely on the bulk salee of $$$$$, but instead argued that
the values should be based on the average reta@ eanclusions in the appraisal without the

absorption, or bulk sale, discount. The County Bdazad accepted the average retail values for
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subdivision lots and had made its adjustments douogrto those values. Overall the County
Board had lowered the values from a total of $$®6$$$$$ based on the First APPRAISER 1
Appraisal. However, by applying the appraisal, @@unty Board actually raised the value of
#H### of the lots.

In determining the retail value in the First APPBER 1 Appraisal, APPRAISER 1 had
considered sales in PETITIONER that occurred in7200 The one sale shown in the appraisal
that occurred in 2008 was actually from a differatgvelopment altogether, Lot #1 in
SUBDIVISION 14, which had sold for $$$$$ on Novemh®, 2008 The 21 sales from the
PETITIONER development relied on in the First APRBER 1 Appraisal were as follows:

Subdivision/Lot # Sq. Ft. Sale Date Sale Price
SUBDIVISION 19 #2 21,529 10/31/07 $$$$$
SUBDIVISION 19 #3 21,869 4/16/07 $$$$$
SUBDIVISION 19 #4 25,623 4/26/07 $$$$$
SUBDIVISION 19 #5 24,047 5/16/07 $$5$$
SUBDIVISION 6 #2 52,412 8/31/07 $$$$$
SUBDIVISION 6 #3 50,920 12/3/07 R
SUBDIVISION 23 #1 36,816 8/20/07 $$5$$
SUBDIVISION 23 #2 20,236 12/6/07 $$5$$
SUBDIVISION 23 #3 16,137 11/15/07 P35S
SUBDIVISION 24 #1 47,511 10/5/07 $$$$$
SUBDIVISION 24 #2 54,549 9/13/07 $$5$$
SUBDIVISION 24 #3 44,962 10/5/07 $$$$$
SUBDIVISION 24 #4 45,242 10/9/07 $$$5$
SUBDIVISION 24 #5 46,909 10/10/07 $$$$$
SUBDIVISION 9 #2 60,440 12/31/07 $$5$$
SUBDIVISION 9 #3 52,705 4/26/07 $$$$$
SUBDIVISION 9 #4 58,696 3/13/07 $$5$$
SUBDIVISION 7 #2 46,716 10/3/07 $$5$$
SUBDIVISION 7 #3 52,337 10/11/07 $$$5$
SUBDIVISION 7 #4 55,793 10/15/07 $$$5$
SUBDIVISION 7 #5 59,360 10/11/07 $$$5$

The average retail lot prices in the First APPBRR 1 Appraisal and the average bulk

sale lot values for each subdivision were as faifow

Subdivision Average Bulk Sale
Retail Price Value
SUBDIVISION 1 $$5$$ 35S

2 There were some additional comparables outsid® B TIONER Development used to determine
values for lots in SUBDIVISION 24 which are notdatubject to this appeal and are not comparable to
other PETITIONER subdivisions because they are ##g##### acres in size per lot.

% See First APPRAISER 1 Appraisal, pg. 171.
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SUBDIVISION 2 $$$E$ $S88$
SUBDIVISION 19 $$$$$ $S$$$
SUBDIVISION 6 $$5$$ $8$$$
SUBDIVISION 20 $$$$$ $55$$
SUBDIVISION 21 $$$$$ $5$$$
SUBDIVISION 9 $$5$$ $8$$$
SUBDIVISION 1 $$$E$ $S88$
SUBDIVISION 22 $$$5$ $SE$$

The average retail prices were used as the basesval the DFC model. The County
argued that the Commission should place the mogihtven the average retail price used in the
First APPRAISER 1 Appraisal, because this appraisal performed closer to the lien date. The
County argued that the Second APPRAISER 1 Appraggat too much weight to post lien date
sales and post lien date information, asserting ARPRAISER 1 had the benefit of hindsight
because he knew by March 2010 that values hadm@mdito decline. Further, the County
argued that in the Second APPRAISER 1 Appraisalptitside sales considered by APPRAISER
1 that were in other developments were the lowese@ sales in those developments. The
County asserted there had been other, higher prizdels in the subdivisions outside of
PETITIONER but did not provide them at the hearifige County also argued that APPRAISER
1 should not have made negative adjustments to otlieide sales because the subject
development had many superior characteristics. édewthe County did not provide the other
sales, specify the specific negative adjustmentsr identify the offsetting superior
characteristics.

After considering the evidence and information preéed by the parties in this matter, a
reduction in value for the subject lots is warranteThe County has not prepared its own
appraisal for the subject property. Although tleufty argues that the Property Owner relied on
post lien date sales and information, the Courstffitis relying on an appraisal conclusion that
considers only significantly pre-lien date inforioat-sales in 2007. The County made no time
adjustments to the First APPRAISER 1 Appraisaldcoant for the difference in value from the
effective valuation date of May 18, 2009 to theutay 1, 2009 lien date.

Furthermore, while the County used the undiscouettinated average retail price for
individual lots, rather than the single bulk sadéue, it failed to recognize the fundamental nature
of the subdivision development appraisal methote purpose of this method is not to establish
the current fair market value of individual lotss eequired by Utah Code Ann. § 59-2-103.
Rather, the purpose is to estimate a single faiketasalue for a group of lots sold in bulk under

a single transaction. The DCF model used to détermie bulk fair market value is based on
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average_retailprices, as opposed to average estimated sellifgspror fair market value
estimates. Although the techniques used to esimethil prices are similar to those used to
estimate fair market value, they are nbe same. More specifically, APPRAISER 1 used a
“value conclusion” for average lots in one subdois SUBDIVISION 2, as the basis for
deriving the average retail prices for each of shbject subdivisions. He derived his average
retail prices for the other subdivisions by adjugthis value conclusion for the SUBDIVISION 2
lots for the differences between SUBDIVISION 2 ahd other subdivisions. He did not use the
average sale prices from the other subdivisiorsctlir to reach either a value conclusion or an
estimated retail price for any of the other subjmdbdivisions. The differences between the
average retail prices used in the DCF model anceeage selling prices used in the base value
for SUBDIVISION 2 are as follows:

Subdivision Average Adjustédverage
Retail Price Selling Price

SUBDIVISION 1 5355 $N/A
SUBDIVISION 2 $$5$$ $N/A
SUBDIVISION 19 $$55$ $$$$$
SUBDIVISION 6 5355 $$5$$
SUBDIVISION 20 $$5$$ $$$5$
SUBDIVISION 21 $$5$$ $$$E$
SUBDIVISION 9 535S $$5$$
SUBDIVISION 1 $$5$$ $N/A
SUBDIVISION 22 $$5$$ $$$5$

As can be seen, the two approaches, average petl and average selling price, vary by as
much as 30%.

The County Board of Equalization’s values were Hase the average retail prices used
in the DCF model in the First APPRAISER 1 AppraisBecause of the purpose of the
subdivision development method itself, as wellfas waluation techniques used in establishing
retail lot prices, the County’s value has beenechihto question.

In the Second APPRAISER 1 Appraisal, APPRAISER hsatered all sales that
occurred in 2008 within the subject development somde sales outside the subject development.
Sales in the area had nearly ceased altogethdrebgrtd of 2008. There was only 1 sale in the
entire development during the last four months @98 a 1.33 acre lot in SUBDIVISION 7 that
sold December 1, 2008 for $$$$$. In his Secondréippl, APPRAISER 1 concluded that the

market value for even the low end lots in SUBDIM@SI 7 subdivision were higher than the

* The average selling price incorporates a 20% #djastment used by APPRAISER 1 to account for the
decline in values from 2007 to the May 18, 2009ajsal date.
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$$3$$3$ sale, valuing them at $$$$$. He then valbechigh end lots in that subdivision at $$$$3$.
Both parties acknowledged a lack of sales in 2008 t what was referred to as a market
disconnect, which they described as a disconndetdle@ what sellers were willing to sell their
properties for and what buyers were willing to play the properties. Accordingly, it is
appropriate to consider 2009 sales to corroboratekeh trends in 2008. In 2009 there was only
one sale between January and June 1, a 0.42-a@®ISISION 8 Lot that sold for $$$$$.
There are no SUBDIVISION 8 lots subject to this ealp but all of the subject lots were valued
higher than this sale in the Second APPRAISER 1raéippl, except for the SUBDIVISION 1
lots. SUBDIVISION 1 lots were the smallest, atyofl17 to 0.22 of an acre, and have the most
restrictions regarding the size of the residenes tan be constructed. Although more weight
should be given sales in PETITIONER because thdictethe specific problems within
PETITIONER at that time, it is reasonable to coasghles in competing developments.

APPRAISER 1, in the second appraisal, did not vadaeh individual lot. Instead he
used an approach similar to a mass appraisal metisoty comparable sales to estimate average
fair market values for classes of lots within eaabdivision. Overall the Second APPRAISER 1
Appraisal presents a reasonable analysis and @ocluegarding the value of these properties
and supports a basis for a lower value. With reisfecriticisms from the County, it failed to
even provide examples to quantify specific concem® provide corrected value estimates. A
cursory review of the sales suggests that by theatg 1, 2009 lien date, property values in the
development had declined by more than 20%.

Regarding the additional equalization adjustmeguested by the Property Owner, the
County did not refute that the County Board lowetkd values for other properties in the
development lower than some of the subject praggerti The County points out that those
decisions had to be made in each individual appaséd on the information submitted at that
hearing. During this hearing it was apparent thrahewithin a subdivision there were differences
that affect the value; view and size being prinfactors. The evidence presented is insufficient
to determine if the individual lots lowered by tBeunty Board were comparable to the subject
lots that APPRAISER 1 concluded had a higher faiarkat value. For example in
SUBDIVISION 19 there had been eleven individual egdp. In six of these the lot values were
lowered to $$$$$. However, for the remaining fleés the County Board’'s values were all
higher than APPRAISER 1's second appraisal valu€Bhis indicates that if relying on
equalization, some of the values may need to beredy but others may need to be raised. It was

just not readily apparent how the Property Ownegsalization adjustment was applied and what
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was made to which specific lot. Further it woulel lp to the Property Owner to provide the
information on the equalization properties’ chagastics including view, size, or other factors
and prove that they were actually comparable tostiigect lots for purposes of an equalization
adjustment pursuant to Utah Code Sec. 59-2-1006(4).

In conclusion, the value of the subject parcelsukhde reduced based on the Second
APPRAISER 1 Appraisal which supports a combinediedbr the ##### parcels that are at issue
in the amount of $$$3$$ for the lien date January2d09. A further reduction based on
equalization was not sufficiently supported.

Jane Phan
Administrative Law Judge
DECISION AND ORDER
Based upon the foregoing, the Tax Commission fthdsas of January 1, 2009, the total
combined value for all ##### lots is $$$$$. Theu@y Auditor is hereby ordered to adjust its
records in accordance with this decision. It ipstered.

This Decision does not limit a party's right to @Ral Hearing. Any party to this case
may file a written request within thirty (30) dagé the date of this decision to proceed to a
Formal Hearing. Such a request shall be mailgtig@ddress listed below and must include the
Petitioner's name, address, and appeal number:

Utah State Tax Commission
Appeals Division
210 North 1950 West
Salt Lake City, Utah 84134

Failure to request a Formal Hearing will precludg further appeal rights in this matter.

DATED this day of , 2010.
R. Bruce Johnson Marc B. Johnson
Commission Chair Commissioner
D’Arcy Dixon Pignanelli Michael J. Cragun
Commissioner Commissioner
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