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Notice to the Public

It has been the practicé of the Gonzales Central Appraisal District, hereinafter refered to
as GCAD, to annually appraise the market value of all properties in our district.

The adoption of this reappraisal plan does not change this practice. The practical effect of
this plan to you, the taxpayer, remains unchanged.

EXECUTIVE SUMMARY

SB 1652, which requires the adoption of this plan, uses “reappraisal” in a broad sense to
mean the activities that the district undertakes every year - inspecting the property,
updating models, and appraising the property. Under SB 1652, a property is reappraised
when these activities are done, even if its value does not change. Accordingly, this plan
describes GCAD's activities as an annual reappraisal.

REAPPRAISAL PLAN

TAX CODE REQUIREMENT

S. B. 1652 enacted in 2005 by the Texas Legislature, amended the Tax Code to require a
written biennial reappraisal plan. The following details the changes to the Tax Code:

The Written Plan
Section 6.05, Tax Code, is amended by adding Subsection (i) to read as follows:

@ 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 10" day
before the date of the hearing, the secretary of the board shall deliver to the
presiding officer of the governing bedy 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 goveming body of each taxing unit participating in
the district and to the comptroller within 60 days of the approval date.
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ubsecﬁoan'(a) and (b), Section 25.18, Tax Code, are amended to read as follows:

Each appraisal office shall implement the plan for periodic reappraisal
property approved by the board of directors under Section 6.05 (i).

The plan shall provide for the following reappraisal activities for all repl
and personal_property in the district at least once every three years:
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govered by the plan, GCAD will conduct a complete appraisal analysis of all
2 district and will update values as necessary. The chief appraiser ill

e of appraised value for each property in compliance with section 25.1

The activities involved in the appraisal analysis are described below.

Plan for Periodic Reappraisal

Identifying properties to be appraised through physical inspect

of

n

or by other reliable means of identification, including deeds or ofher
legal documentation, aerial photographs, land-based photograghs,

surveys, maps, and property sketches;

Identifying and updating relevant characteristics of each propenl' in

the appraisal records;

Defining market areas in the district;

Identifying property characteristicsthat affect property value in egch

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, connm

declarations, special assessments, ordinances, or
restrictions;

the property characteristics effecting value in each market area

Developing an appraisal model that reflects the relationship mFg

determines the contribution of individual property characteristigs;

Applying the conclusions reflected in the model to
characteristics of the properties being appraised; and

Reviewing the appraisal results to determine value.

d
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ANNUAL ACTIVITIES

I. Performance Analysis -the values from the previous Tax Year will be analyzed

with ratio studies to determine the appraisal accuracy and appraisal uniformity

. overall and by market area within property reporting categories. Ratio studies

will be conducted in compliance with the Uniform Standards of Professional
Appraisal Practice (USPAP), pertaining to mass appraisal techniques.

2. Available Resources- staffing and budget requirements for Tax Year 2025 are
presented in the 2025 budget, as proposed to the board of directors. 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. The appraisal district staff consists of
fourteen full time employees with the following classifications.

1- Chief Appraiser

1- Deputy Chief Appraiser/ Analyst
1- Senior Appraiser/ Field Appraiser
1- Personal Property Appraiser
3-Real Property Field Appraisers
1-Appraiser/GIS

6- Administrative support

kol k B S L

3. Planning and Organization - a schedule of key events is included in this plan.
Schedules will be prepared for Tax Year's 2025 and 2026. Production
standards for field activities will be established and incorporated in the
scheduling process.

4, Mass Appraisal System-GCAD's Computer Assisted Mass Appraisal system
is leased from a contracted vendor that specializes in providing such services to
appraisal districts.

S. Data Collection Requirements - field and office procedures will be reviewed
and revised as required for data collection. Activities scheduled for each Tax
Year include new construction, demolition, remodeling, re-appraisal of
problematic market areas, field or office verification of sales data and property
characteristics, and re-appraisal of the universe of properties on a three-year
cycle. Re-appraisal of properties will be completed using physical inspection
or by other reliable means of identification, including deeds or other legal
documentation, GIS data, aerial photographs, land-based photographs, surveys,
maps, and property sketches.

6. Pilot study by Tax Year - new and revised mass appraisal models will be tested
each Tax Year. Ratio studies, by market area, will be conducted on proposed
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gccuracy and reliability in selected market areas. Pilot modeling and| ratio
studies will be conducted in accordance with the Uniform Standards of
trofessional Appraisal Practice (USPAP).

alues each Tax Year. Proposed values in each category will be tesj:for

{aluation by Property Type - using market analysis of comparable sales,) local
pst data, and income analysis, valuation models will be specified and
alibrated in compliance with supplemental standards from USPAPJ The
alculated values will be tested for accuracy and uniformity using ratio stjdies.
in
gppraising the same or similar kinds of property. Pursuant to Section 23.0l(e)
i the Property Tax Code, the appraised value of property that has been loyered
ifj the previous tax year under Subtitle F shall not be increased unless|such

as soon thereafter as practicable. The report of the completed applaisal
¢cords is completed in compliance with USPAP Standard Rule 6-1.] The
ed certification by the chief appraiser is compliant with Section 25.22 of
g Tax Code and USPAP Standard Rule 6-2.

plue Defense - evidence to be used by the appraisal district to meet its :a\r;:en

of| proof for market value and equity in formal appraisal review board h
4ll be developed and made available,

2025 & 2026
REAPPRAISAL PLAN DETAIL

APPRAISAL ANALYSIS & DELIVERY OF NOTICES

properties in the district and will update property values as necessary. The chief apprgiser
" will provid anoﬁce of appraisal for each property in compliance with section 25.19 of the

lvfach ye}:' povered by the plan, GCAD will conduct a complete appraisal analysis of all
Tax Code. {The activities involved in the appraisal analysis are described below.
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PERFORMANCE ANALYSIS

For each Tax Year, the previous year's equalized values will be analyzed with ratio studies
to determine appraisal accuracy and appraisal uniformity overall and, by market area within
state property reporting categories. Ratio studies will be conducted in compliance with
USPAP. Descriptive statistics, such as, mean, median, and weighted mean ratios will be
calculated for properties in each reporting category to measure the level of appraisal
accuracy and the coefficient of dispersion (COD) will be calculated to measure appraisal
uniformity. This analysis will be used to develop the starting point for establishing the
accuracy and uniformity of appraisal performance.

ANALYSIS OF AVAILABLE RESOURCES

Staffing and budgetary requirements for Tax Year 2025 are presented in the district's 2025
budget, as proposed to the board of directors. This reappraisal plan reflects the available
staffing in Tax Year 2025 and the anticipated staffing for Tax Year 2025. Staffing
will impact the cycle of real property re-inspection and personal property on-site review
that can be accomplished in the 2026-2026 time period.

PLANNING AND ORGANIZATION

For each year, a schedule of key events with completion dates will be prepared for each
work area. Production standards for field and office activities will be established and
incorporated in the scheduling process. The scope of work, available time frame, staffing
resources, and any budgetary constraints have been considered in the development of this
reappraisal plan. To the extent that circumstances require revision to this plan,
amendments to the plan will be submitted to the board of directors for approval.

MASS APPRAISAL SYSTEM

Computer Assisted Mass Appraisal (CAMA) system revisions and enhancements will be
specified and prioritized by our outside firm under contract with GCAD. Legislative
mandates will be addressed and implemented into the necessary system applications. All
computer-generated forms letters, notices and orders will be reviewed annually and revised
as required. The following details the procedures as they relate to the 2025 and 2026 Tax
Years.

REAL_PROPERTY VALUATION

Valuation models will be tested each Tax Year and updated as necessary. In each year,
cost schedules will be tested with market data to ensure that the appraisal district is in
compliance with Section 23.011 of the Tax Code. Replacement cost new tables as well as
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depreciatipny will be tested for accuracy and uniformity through ratio studieq and
omparisqn|with cost data from local builders and Marshall & Swift (adjusted with)ocal
todifiers) b ich is a nationally recognized cost estimator service. The formula to
estimate & E, operty's value is:
RONID=V

Where F Nis Replacement Cost New
D is De pre iation
Vis Valug

and tables \ ill be updated using current market data and then tested with ratio stuhies.
Restrictions, covenants, and other factors influencing value will be identified and analyzed.

alue modifters will be developed for property categories by market area as required] and
tested with matio studies. :

PROPERTZY - ALTON

: staff will analyze and test density schedules based on rendition and prior
enmtion. Information is entered using software provided by a firm upder
i GCAD. Appraisals are based on the latest Comptrollers Property [Tax
gld Appraiser Guide by SIC number, Machinery and Equipment life}and

property. The Comptrollers depreciation schedule and life expectancids, as
M -\ & Swifts Valuation Service Cost Guide, are also used to ensure accuracy.

AN RRC RS

Appraisal gtolices will be reviewed for legal requirements. Enclosures will be up
in¢luding the [latest version of the Comptrollers Property Taxpayer Remedies and

| Protest. In accordance with Section 25.19 of the Tax Code; the pro
notices for single-family residences that qualify for exemption under Section 11.13 of]the
Tax Code, wil) be mailed by April I* or as soon thereafter as practical. All property notjces
in connection| with any other property will be mailed by May I* or as soon thereaftef as

Training of staff will be conducted in May of each Tax Year to ensure preparednessifor

formal ang | ormal hearings, which generally begin in early June of each Tax Y¢ar.
Revisions af d enhancements to existing hearing procedures for formal appraisal re
board hearin B will be reviewed and updated to ensure efficiency and timely certificagon
of [1C appraise m“,

DATA COLLECTION REQUIREMENTS

Field and o procedures will be reviewed and revised as required for data collection.
Activities schetiuled for each Tax Year include inspection of new construction, demoliti

—8g




remodeling, analysis of problematic market areas, and verification of sales information.
The universe of properties will be re-inspected on a specific three-year cycle.

NEW CONSTRUCTION/DEMOIATIONREMODELING

These activities will be conducted yearly based on information received from various
sources such as permits issued by authorized agencies, owner reports, and observation.
This data will be entered into our CAMA system in the form of a recheck for re-appraisal.

RE-APPRAISAL, OF PROBLEMATIC MARKET AREAS

Real property market areas, stratified by property classification, will be tested for low or
high sales ratios and high coefficients of dispersion. Market areas that fail any or all of
these tests will be determined to be problematic. Field reviews will be scheduled to verify
the property characteristics data. Additional sales data will be researched and verified in

_order to assess whether the market area is correctly defined. In the absence of adequate

market data, neighborhood boundaries may need to be adjusted and neighborhood clusters,
representative of the overall market area will be established.

MARKET AREA_DELINEATION

Market areas are defined by the physical, economic, governmental and social forces that
influence property values. Market Areas for GCAD have typically been defined by school
districts, due to the absence of adequate sales data to define any other markets. These
school districts are further delineated by any rural subdivisions or cities that are located
within the school district. Each category is analyzed in order to assure that values are
equal and uniform for all properties.

RE-APPRAISAL OF THE UNIVERSE OF PROPERTIES

The Texas Property Tax Code, Section 25.18 (b) requires the re-appraisal of the universe
of properties at least once every three years, Properties being appraised include residential,
commercial, business personal, mineral, industrial, and utilities. Two-thirds of the existing
property base will be inspected during 2025 and 2026. Re-appraisal of properties will be
completed using a combination of field inspections and office review. Office review of
property for the 2025 and 2026 tax year will include the examination of aerial photography,
GIS data, property sketches and existing property characteristics.

Sales information will be verified and property characteristics data contemporaneous with
the date of sale will be captured. Since Texas does not require full disclosure of sale price,
the district will obtain sales prices through deeds, closing statements, fee appraisals usually
submitted as evidence in a protest hearing, buyer and seller mail questionnaires, or third
party sources, such as, real estate agents and market data vendors.



ict will maintain an active program to identify and describe elements of recrded
eq| that will affect the use or value of the property, such as easements, coverfants,
and declarations. The district will also monitor the enactment or changps of
: restrictions affecting property value, such as zoning, health ordinahces,
assegsments, and other legal restrictions. Where leases and other possegsory

are pf a nature and duration that they affect value, they will be considered i the
gluation of the property to which they apply. -

PILOT STUDY

ised mass appraisal models will be tested on selected market areas. Sales fatio

e used to test the models. Actual test results will be compared aghinst
psults and those models not performing satisfactorily will be reﬁnegrand
elprocedures used for model specification and model calibration will coaply
P|Standard Rule 6, for the applicable year,

VALUATION BY TAX YEAR

Data analysis|is the first step in the valuation process. After gathering all physical data#and
an analysis|off market and economic data, the staff will calculate the appraised values] All
aches to value; sales, cost, and income will be considered.
eting the valuation process, the staff will review the values by ratio studies.
identify any errors and ensure the accuracy and quality of the data collefted
ocess. The staff will compare the indicated value of the properties agdinst
ation of comparable properties. The staff will ensure that all property has
ly and equal in relation to other properties and in accordance with the T

aX! Code and the Uniform Standards of Professional Appraisal Pracgice
. The process will be completed before the Notices of Appraised Value|are

(A) Vacant land: An estimate of market value will be made for each parcel of ldnd.
Sales data of vacant land in all property classifications shall be gathered from]all
availalle sources, compiled, checked, and analyzed. In areas where land sales hhve
not med or can be verified, the staff will use appraisals of compardble




The staff will consider all factors affecting the value of land and make adjustments
when estimating values. Some factors are zoning, location, shape, size, roads,
waterways, and present use.

Land value estimates will be made with three categories, typically.

City land-Square Foot

Rural land-Per ecre

Commercial/Industrial land-Square foot, acre, or front foot

All land values for vacant parcels and improved parcels will be recorded on the
appraisal card and in the CAMA system.

(8) Special Valuation Properties: The district values agricultural land in compliance
with the Property Tax Code's Manual for the Appraisal of Agricultural Land, which
states that the cash lease method and the share lease method of appraisal are
appropriate. Since most properties are leased by the owners to lessees for various
agricultural purposes, GCAD will use the cash lease method of appraisal. The cash
lease method is a modified income approach to value. Wildlife appraisal is revenue
neutral, so whatever the previous agricultural use was prior to converting to wildlife
management will be the value. There is currently no Timber production in GCAD.
The district will also value open-space land according to the subcategories
established by the Property Tax Code Section 23.51 (3).

AEERAISAL OF IMEROVED FROPERTY,

The district will consider all three approaches to value when estimating the market value
of improved property. The district will analyze the replacement cost of new improvements
when necessary. Local sales data will be used to amive at appropriate local market
adjustment factors. The district will employ the effective and or the age -life method of
depreciation using the observed condition of the property and total life expectancies with
market adjustments being used to arrive at market value.

(A)Residential Property: The district will visually appraise each improvement from
the exterior, as most property owners are not available or willing to allow an interior
inspection. Construction features, characteristics, appendages and accessory
buildings for each property will be noted on the appraisal card and recorded in the

CAMA system. The Chief Appraiser will make pericdic inspections of work of all
appraisal personnel to ensure correct, uniform and consistent classification. The
district cuirently develops estimates of value for single family residential properties
using the sales comparison approach.
A perimeter sketch of each improvement will be drawn on the appraisal card with
all dimensions and identification codes. Appendages such as attached garages,
porches, etc. will be identified with dimensions and labeled. The year of
construction will be noted if available.

(8) Multi-family Property: The district shall visually appraise each improvement from the

exterior similar to residential property. The three approaches to value, cost, income,
and sales will be considered when developing an estimate of value based on the

1



biljty of effective data. Construction features, characteristics, appendageg
accesspry buildings for each property will be noted on the appraisal card and recqrded
in th ' AMA system. The year of construction will be noted if available.
ents such as paved parking, pools, patios, etc., will be identifie
efl. The number of units per building and other dam that could be us¢

the property will be recorded when available. Income and expense date
ted from reliable sources when available.

ercial Property: The district shall visually appraise each improvement [from
terior similar to residential property. The three approaches to value,
inconye, and sales will be considered when developing an estimate of value bhse

ages and accessory buildings for each property will be noted on the appriisal
card gnd recorded in the CAMA system. The year of construction will be notgd if

ent, etc. will be identified, measured, and listed on the appraisal dard.
upancy of each building will be determined at time of inspection along i
ertinent information that could affect value. Lease or rental informationjwi

land inventory will be reviewed annually and inventory consideration
inated when ownership transfers for residential purposes.

(E)Rurpl|| Property: The district shall visually appraise all improvements on
propetties from the exterior similar to residential property. The three approadhes
to vplpe will be considered when developing an estimate of value based onfthe

ure
ike

sed and valued in the same manner as residential property. This proce
d establish a fair and equitable value by comparison with other

AI's cost and depreciation schedules. The district will obtain from the T
ent of Housing and Community Affairs a list of transferred mobile hotpes
to inpyt into our CAMA system.

(F)Mobily Homes: Real and personal property mobile homes will be valued l%:f

and test density schedules based on rendition and prior yefr's
ntation. Information is entered into our CAMA system using so:

s Tangible Personal Property: The district's Personal Property staff jwill
ded by a firm under contract with GCAD. Appraisals are based on the lﬁt

12




Comptroller’s Property Tax Divisions Field Appraiser Guide by SIC number,
Machinery and Equipment life and description of property. The Comptrollers
depreciation schedule and life expectancies as well as Marshall & Swifts Valuation
Service Cost Guide are also used to ensure accuracy, The district uses the NADA
Guides and Info-Nation Inc. Texauto Appraisal Guide to estimate the values for
business vehicles.

(H)Mineral, Industrial, Utility and Related Personal Property: Gonzales Central Appraisal
District contracts with an appraisal firm for the annual appraisal of mineral,
industrial, utility and related personal propesty. GCAD is currently under contract
with Pritchard & Abbott, Inc. Valuation Consultants, (P&A) through the tax year
2025 for the appraisal of the above categories of property. The Reappraisal Plan for
Tax Years 2025 and 2026 as prepared by P&A is attached and incorporated as part
of GCAD's reappraisal Plan for the Tax Years 2025 and 2026.

THE MASS APPRAISAL REPORT

Each Tax Year, the mass appraisal report is prepared and certified by the chief appraiser at
the conclusion of the appraisal phase of the ad valorem tax calendar (on or about May 15%.
The mass appraisal report is completed in compliance with USPAP. The signed
certification by the chief appraiser is compliant with USPAP.

VALUE DEFENSE

Evidence to be used by the appraisal district to meet its burden of proof for market value
and equity in both informal and formal appraisal review board hearings will be developed
and provided to the property owner or agent in compliance with Section 41.67 of the Tax
Code as amended by HB 201, 72 Legislature, 1992. After a protest is received and
verified, hearing evidence will be generated and be made available.

13



2025|& 2026 Production Calendar

n August 2024 and be completed by April 2025, There are 7,565 parcels in this

echecks county wide will begin in January 2025 and be completed by March
les|all rechecks, Real and Business Personal Property, based on permits, pubfic

bel| completed in early June 2025 due to extensions for renditions. There

rty appraisals for Waelder ISD, City of Gonzales, Town of Gonzales (Abstrict

Personal Property appraisals for property in Gonzales County will begin in alugust

2025.
input,

530

s il rechecks, Real and Business Personal Property, based on permits, public

NN
®
8
Q.

oompleted in eary June 2026 due to extensions for renditions. There
praisals ip this appraisal.

2026 Agricyit ‘ ral/Wildlife Management application rechecks will begin in January 2026 an

April 2026.

per the subcategories of the Property Tax Code Section 23.51 (3).

appraisal.

2026 before{we begin the 2027 re appraisal.

14

paks county wide will begin in January 2026 and be completed by March m

s3 Personal Property appraisals for propesty in Gonzales County will begin in Jgusl

per
have
!l

2025

§30

Fbe

space land in the category of Dry tand Crop, Irrigated Crop, Orchard will be estimated

The

erties thgt have been converted to Wildiife Management are included. There arp 308

*Did not te the outer town subdivision portion of Gonzales ISD. Will finish starting in A%gust




2025 & 2026 Calendar of Key Events

Yearly Activities

Augustto December:
Beginon-site inspections
Begin sales ratio studies for all areas within Gonzales CAD
Gather cumrent sales data from sales confimation letters and deed records
Begin data and sales entry on reappraisals and maintenance changes
Mail letters to property owners to schedule appraisals/ reappraisals (locked gate letters)
Printand reviewlist of homesteads, over 65 homesteads, disabled vet, 100%disabledvet, and
agricultural exemptions
Sales submission and EDS due to Comptraller
Agricultural Appraisal Advisory Board meeting
Continue ARB hearings as needed

January
Remove homestead exemptions & over 65 homestead exemptions on property that changed
owner-ship
Check for new over 65 homesteads, automaticwith CAMA scftware
Mail letters and necessary forms toapply for and report onexemptions (HS and Over 65 HS)
and special use appraisal (agricultural and wildlife management)
Collect Agincome/Expense data
Identify new construction and properties to be rechecked
Deed changes
Mail renditions for Business Personal Property (BPP), GCADand contract appraisal firm

15



aifield appraisals

BPP renditions, GCAD and contract appralsal firm (forward thirs)
alling letters to property owners for appraisalsireappraisals (locked gate tetters)]

Continue field appraisals

dita and sales entry

P renditions, GCAD and contract appralsal firm (forward theirs)

Continu

Receive B

Perform rgtio studies

pril
Mall

i notice for exemptions and special use appraisal applications

|

Fileld ap

Compl!
Perform R¢

isals, finalize all field work and data collection activities
entty of all reappralsais and malntenance changes and sales
o Studies-verify with CAD values and sales information

Identify and finalize necessary schedule adjustments
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Execute mass appralsal/maintenance activities as required
Provide certified estimated values to taxing units
Prepare notices
Receive BPP renditions, GCAD and contract appralsal firm (forward thelrs)
Recelve applications for BPP renditions extensions, GCAD and contract appraisal firm (forward
theirs).
May
Mall notices
Hold informal hearings
Respond to the property owner's inquiries, protests, and questions conceming notices of
value Mail Certified Letter to property owners nofifying them of removal of Agricultural
valuation
Assemble value defense materials
Receive extended BPP renditions, GCAD and contract appraisal firm (forward thelrs)
Identify late/unfiled BPP renditions, GCAD
Mail BPP rendition penalty lstters, GCAD
June
Continue informal hearings
Continus to respond to property owner's Inquiries, protests, and questions conceming notices
ofvalue.
Hold ARB hearings
Update computer with all changes as ordered by ARB
July
Continue ARB hearings
Process andmall ARBorders
Update computer with all changes as ordered by ARB

17
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Certifi

ARB :IIval ofapprafsgl records by July 20
n of apprafmi records by July 26

-.s smem
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S.B. 1652* BIENNIAL REAPPRAISAL PLAN

FOR THE ANNUAL APPRAISAL FOR
AD VALOREM TAX PURPOSES OF
MINERAL, INDUSTRIAL, UTILITY AND
RELATED PERSONAL PROPERTY

For Tax Years:

2025 and 2026**

Originally Printed: July 2024

**This biennial reappraisal plan is largely predicated on the Scope of Work Rule in the most recent version
of Uniform Standards of Professional Appraisal Practice (USPAP) promulgated by The Appraisal
Foundation's Appraisal Standards Board (ASB). The 2024 edition of USPAP has an effective start date but
no end date. Because the standards have matured, the ASB now states that the need for the standards to be
updated on a regular basis has decreased. Therefore, the 2024 USPAP will be effective for an indeterminate
number of tax years, or until the next USPAP version is produced.

*Senate Bill 1652 passed by the Texas Legistature, 79® Regular Session in 2005, amending Section 6.05 of the Texas Property Tax
Code, adding Subsection (i) as follows:

“To ensure adherence with generally accepted appraisal practices, the board of directors of an appraisal district shail
develop blennlally a written plan for the periodic reappralisal of ail property within the boundsries of the district according
to the requirements of Sectlon 25.18 and shall hold a public hearing to conslder the proposed plan. Not later than the
10th day before the date of the hearing, the secretary of the board shall defiver to the presiding officer of the goveming
body o! each taxlng un!t partlclpatlng {n the district a written notlee of tha date, tlme, and p!aee for the hearlng. Not later

_W__MQMML coplasofthe appmvedplanshaﬂbadlsmbmedto usepmsldlngoﬂbenfﬂw
governing body of each taxing unit participating in the district and to the comptrolier within 60 days of the approval date,”
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REAPPRAISAL PLAN OF MINERAL, XNDUSTRIAL, UTILITY AND RELATED PERSONAL PROPERTY
TAX YEARS 2025 AND 2026
PRITCHARD & ABBOTT, INC.
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REAPP| L PLAN IOH MINERAL, INDUSTRIAL, UTILITY AND RELATED PERSONAL PROPERTY
TAX 2025 AND 2026
PRITCHARD & ABBOYTH INC.

; CY STATEMENT OF PRITCHARD & ABBOTT, INC., ON THE
HEORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE

c., (P&A), a privately held company engaged primarily, but not wholly, in the
endorses Uniform Standards of Professional Appraisal Practice (USPAP) ag the basis for
d appraisals. Insofar as the statutory requirement to appraise groups (ora*
perty within an established period of time using standardized procedures—a

: dures, P&A
and intent of the remaining USPAP Standards within all appropriate, pradtical, and/or
s or specifications.

sdl plan is, at its core, a discussion of the CAD’s intended implementation of
AP. This plan provxdes general information about this rather comprehensive US
ific [steps P&A takes in the actual appraisal of various property types per 0

he Scope of
PAP rule, as
contractual

pved by the CAD’s Board of Directors) and ends with appraisal reports. P d iding these
art of the plan. Likewise, much of the verbiage in the “USPAP report” is a feiteration of

and in & manner that is independent, impartial, and objective. USPAP Advis]
21: USPAP Complx price states that this expectation (byclients and intended users of appraisal reportg) i

s or interpret existing standards, but instead are issued to lllustrate the ap;
ir| specific situations.

quannty o support A= rigorous use of all USPAP-prescn’bed mass appraisal development mandatgs

Statistica perfonn
appraisal|techniqu
specification and app,

ith regards to the definition and identification of property characteristic and model

ication.

Per USPAP Adviso}
interests pf equity,
consideration of apprs

e scope of work in mass appraisal assignments for ad valorem taxation fan include
isal level (the overall proximity between appraised values and actual prides) and the

Opinion 32: Ad Valorem Property Tax Appraisal and Mass Appraisal AssignEm, in the

8lennial Regppralsal Pian.ARA.MIUP.2025-2026.wpd (Printed July 2024) Page 2




REAPPRAISAL PLAN OF MINERAL, INDUSTRIAL, UTILITY AND RELATED PERSONAL PROPERTY

TAX YEARS 2025 AND 2026
PRITCHARD & ABBOTT, INC.

uniformity of property values (equity within groups of like properties). The appraiser is responsible for
recognizing when the concepts of appraisal level and appraisal uniformity are necessary for credible assignment
results in a mass appraisal assignment for ad valorem taxation.

Residential real estate property appraisers most frequently apply mass appraisal methods within the sales
comparison (market) approach to value. Through the use of standardized data collection (i.e., actual market
sales), specification and calibration of mass appraisal models, tables, and schedules are possible. Through ratio
study analysis and other performance measures, a cumulative summary of valuation accuracy can thus be
produced in order to calibrate the appraisal model(s). Where sufficient data of reliable quality exists, mass
appraisal is also used for other types of real estate property such as farms, vacant lots, and some commercial uses
(e.g., apartments, offices, and small retail).

Regarding mass appraisal reports due the clientand other intended users per USPAP (Standard 6 (Mass Appraisal,
Reporting), a written report of the mass appraisal as described in Standards 6-2 is not provided for each individual
property. An individual property record or worksheet may describe the valuation of the specific property after
the application of the mass appraisal model. To understand the individual property result developed in a mass
appraisal requires the examination of all the information and analysis required by Standards 6-2.

P&A will clearly state or otherwise make known all extraordinary assumptions, hypothetical conditions,
limitations imposed by assignment conditions, and/or jurisdictional exceptions in its appraisal reports as they are
conveyed to our clients. Intended users of our reports are typically the client(s) for which we are under direct
contract. Although taxpayers or their agents who own and/or represent the subject property being appraised often
receive these reports either by law or as a courtesy of the client or P&A, this receipt does not mean these parties
automatically become Intended Users as defined by USPAP. A party receiving a copy of a report in order to
satisfy disclosure requirements does not become an intended user of the appraisal or mass appraisal unless
the appraiser specifically identifies such party as an intended user. Potential other users include parties
involved in adjudication of valuation disputes (review board members, lawyers, judges, etc.), govemmental
agencies which periodically review our appraisals for various statutory purposes (such as the Texas Comptroller’s
Office) and private parties who may obtain copies of our appraisals through Open Records Requests made to
governmental agencies.

USPAP does not currently address communications of assignment results prior to completion of the assignment,
thus such communications have no requirements other than to comply with the general requirements in the Ethics
Rule, the Competency Rule, and the Jurisdictional Exception Rule. The client and all intended users should be
aware that mass appraisals, as opposed to most “fee” appraisals, are somewhat inherently “limited” versus
“complete” and that appraisal reports, unless otherwise contracted for by the client, will most often be of a
“restricted” nature whereas explanations of appraisal methods and results are more concise versus lengthy in order
to promote brevity, clarity, and transparency to the intended user(s).

Per USPAP, the appropriate reporting option and level of information in a report are dependant on the intended
use and the intended users. Although the reporting verbiage in USPAP Standard 6 does not specifically offer or
promulgate a “Restricted Appraisal Report” such as in Standard 2 (Real Property Appraisal, Reporting) and
Standard 8 (Personal Property Appraisal, Reporting), it should be noted that: a) all mass appraisals and mass
appraisal reports deal with real and personal property in some form or fashion; and b) P&A is a private consulting
firm, a fact which may necessitate the withholding of certain data and/or appraisal models/techniques which are
deemed confidential, privileged and/or proprietary in nature. The use of “limited” appraisals in conjunction with
“restricted” reports in no way implies non-compliance with USPAP. The substantive content of a report
determines its compliance.

P&A believes that, with its vast experience and expertise in these areas of appraisal, all concluded values and
reports thereof are credible, competent, understandable, uniform and consistent; and most importantly for ad
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t, how

degree
se(s) of

es, accomplished in a cost-efficient and timely manner.

2 ynpact of fiscal constraints on the mass appraisal process, they are not respon

ents under Standard 6-2(b) [scope of work... special limiting conditions]

gppraisers in ad valorem taxation should not be held accountable for limitaljons

- i control, they are required by this specific requirement to identify cost constrgints
e dppropriate steps to secure sufficient funding to produce appraisals that coply

dards. Expenditure levels for assessment administration are a functionlof a
Actors. Fiscal constraints may impact data completeness and accuracy, valudtion
d valuation accuracy. Although appraisers should seek adequate fundingland

ible
tts beyond their control.”

ey, itis not P&A’s intent to allow constraints, fiscal or otherwise, to limit the s¢ope of work

he mass appraisal results provided to our clients are not credible within the cpntext of the
4 appraisal.
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PREAMBLE

The purpose of USPAP is to establish requirements and conditions for ethical, thorough, and transparentproperty
valuation services. Valuation services pertain to all aspects of property value and include services performed by
appraisers and other professionals including attomeys, accountants, insurance estimators, auctioneers, orbrokers.
Valuation services include appraisal, appraisal review, and appraisal consulting. The primary intent of these
Standards is to promote and maintain a high level of public trust in professional appraisal practice.

It is essential that professional appraisers develop and communicate their analyses, opinions, and conclusions to
intended users of their services in a manner that is meaningful and not misleading. The importance of the role
of the appraiser places ethical obligations upon those who serve in this capacity. These USPAP Standards reflect
the current standards of the appraisal profession.

These Standards are for both appraisers and users of appraisal services. To maintain a high level of professional
practice, appraisers observe these Standards. However, these Standards do not in themselves establish which
individuals or assignments must comply. The Appraisal Foundation nor its Appraisal Standards Board is not a
government eatity with the power to make, judge, or enforce law. Compliance with USPAP is only required
when either the service or the appraiser is obligated to comply by law or regulation, or by agreement with the
client or intended users. When not obligated, individuals may still choose to comply.

USPAP addresses the ethical and performance obligations of appraisers through Definitions, Rules, Standards,
Statements (if any), and Advisory Opinions. USPAP Standards deal with the procedures to be followed in
performing an appraisal or appraisal review and the manner in which each is communicated. A brief description
of the USPAP Standards are as follows:

®  Standards 1 and 2: establish requirements for the development and communication of a real property
appraisal.

B Standards 3 and 4: establishes requirements for the development and communication of an appraisal
review.

=  StandardsS and 6: establishes requirements for the development and communication of a mass appraisal.

=  Standards7and 8: establish requirements for the development and communication of a personal property
appraisal.

®  Standards 9 and 10: establish requirements for the development and communication of a business or
intangible asset appraisal.

Section 23.01(b) /Appraisals Generally] of the Texas Property Tax Code states:

“The market value of property shall be determined by the application of generally accepted appraisal

methods and techniques. If the Appraisal District determines the appraised value of a property using
mass appraisal standards, the mass appraisal standards must comply with the Uniform Standards of
Professional Appraisal Practice....” (underline added for emphasis)

Consequently, USPAP Standards 5 and 6 are assumed to be applicable for ad valorem tax purposes in Texas, if
mass appraisal practices are in fact being used to appraise the subject property. USPAP Advisory Opinion 32
suggests several USPAP standards other than Standards 5 or 6 can apply in ad valorem tax work. It appears that
an appraiser engaged in ad valorem tax work in Texas is not specifically required by law to rigorously follow
USPAP standards if in fact mass appraisal practices have not been used to appraise the subject property. The
Jurisdictional Exception Rule could then be invoked because of a contradiction between the requirements of
USPARP and the law or regulation of a jurisdiction. Please see the P&A Policy Statement on USPAP asprovided
elsewhere in this report for a more detailed discussion regarding this matter.
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ETHICS RULE
Because of the fiqugiary responsibilities inherent in professional appraisal practice, the appraiserfmust cbserve
the highest standards of professional ethics. This Ethics Rule is divided into four (4) sections:

* | Nondisgritnination;
* | Conduct;
* | Mana ent;
. ‘-: lity.
This Rule emphasizes the personal obligations and responsibilities of the individual appraiser. Howgver, itshould

and organizations which are comprised of individual appraisers engaged)in appraisal

be noted that gro '1
Share the same ethical obligations. To the extent the group or organization ddes not follow

USPAP Standa hen legally required, individual appraisers should take steps that are appropriate under the
circumstances to gngure compliance with USPAP.

Compliance with these Standards is required when either the service or the appraiser is obligard by law or
regulation, or by agreement with the client or intended users, to comply. Compliance is also requfred when an
individual, by chaice, represents that he or she is performing the service as an appraiser.

An appraiser mustmqt misrepresent his or her role when providing valuation services that are outside of appraisal
practice.

ity, and professional competency are required of all appraisers under USPAP Standards. To
and acceptance of his or her USPAP-related responsibilities in communicating anappraisal
pmpleted under USPAP, an appraiser is required to certify compliance with these Standards.

t act in a manner that violates or contributes to a violation of federal, state, jor local anti-
r regulations. This includes the Fair Housing Act (FHAct), the Equal Credif Opportunity
e Civil Rights Act of 1866.

Act (ECDA), and

Anapprdiser must haye knowledge of anti-discrimination laws and regulations and when those laws lr regulations
apply to the app: or to the assignment. An appraiser must complete an assignment in full condpliance with
applicable laws egulations,

1. | An apprai
value in

2. | An appraisk

good-faith [exercise of rights under the Consumer Credit Protection Act,

ispr must not violate any state or local anti-discrimination laws or regulations apglicable to the
to their assignment.

¢
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Whether or not any anti-discrimination law or regulation applies:

1.

An appraiser must not develop and/or report an opinion of value that, in whole or in part, is based on
the actual or perceived race, ethnicity, color, religion, national origin, sex, sexual orientation, gender,
gender identity, gender expression, marital status, familial status, age, receipt of public assistance
income, or disability of any person(s).

An appraiser must not base an opinion of value upon the premise that homogeneity of the inhabitants
of a geographic area is relevant for the appraisal.

An appraiser must not perform an assignment with bias with respect to the actual or perceived race,
ethnicity, color, religion, national origin, sex, sexual orientation, gender, gender identity, gender
expression, marital status, familial status, age, receipt of public assistance income, or disability of any
person(s).

An appraiser must not use or rely upon another characteristic as a pretext to conceal the use of or
reliance upon race, ethnicity, color, religion, national origin, sex, sexual orientation, gender, gender
identity, gender expression, marital status, familial status, age, receipt of public assistance income, or
disability of any person(s), when performing an assignment.

If an assignment does not involve residential real property and the intended use is not in connection with a credit
transaction, the FHAct and ECOA do not apply. If the FHAct and ECOA do not apply, and no other law or
regulation prohibits the use of or reliance upon a protected characteristic,5 then the use of or reliance upon that
characteristic is permitted only to the extent that it is essential to the assignment and necessary for credible
assignment results.

CONDUCT

An appraiser must perform assignments with impartiality, objectivity, and independence, and without
accommodation of personal interests.

An appraiser:

must not perform an assignment with bias;

must not advocate the cause or interest of any party or issue;

must not accept an assignment that includes the reporting of predetermined opinions and
conclusions;

must not misrepresent his or her role when providing valuation services that are outside of appraisal
practice;

must not communicate assignment results with the intent to mislead or to defraud;

must not use or communicate a report or assignment results known by the appraiser to be misleading
or fraudulent;

must not knowingly permit an employee or other person to communicate a report or assignment results
that are misleading or fraudulent report;

must not engage in criminal conduct; .
must not willfully or knowingly violate the requirements of the RECORD KEEPING RULE; and must
not perform an assignment in a grossly negligent manner.

If known prior to accepting an assignment, and/or if discovered at any time during the assignment, an appraiser
must disclose to the client, and in each subsequent report certification:
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* | any currg :1 or prospective interest in the subject property or parties involved; and
* | any servicgs regarding the subject property performed by the appralser within the year period
immediatefy preceding acceptance of the assignment, as an appraiser or in any other cagfacity.

The appraiser can 2 ‘ gree with the client to keep the mere occurrence of a prior appraisal assignmentjconfidential.
Ifan appraiser has * ed with the clientnot to disclose that he or she has appraiseda property, thea, pra:ser must
decline dll subseg i assignment that fall with the three year period. In assignments is which therq is no report,
only the jinitial dis¢ldsure to the client is required.

Presumably all pati S in ad valorem tax appraisal will be aware of the ongoing yearly nature of }he appraisal
assignments perform ed by valuation consulting firms like Pritchard & Abbott, Inc.—i.e., it|will not be
confidential—so * this partncular conduct instruction is more or less a moot point (regardmg tje three year
period discussed) he prior service is in fact the ad valorem tax appraisals performed in previoug tax years.

The payment of a fee commission, or a thing of value e appraiser in connection with the proc
assignment must be disclosed. This disclosure must appear in the certification and in any transmjttal letter in
which coj clusions ofivalue are stated; however, the disclosure of the amount paid is not required. I mpany
payments to empla e of groups or organizations involved in appraisal practice for business devglopment do
not require disclostn I

It is unethical for ap gppraiser to accept compensation for performing an assignment when it is con}ingent upon
the reporting of a predetermined result, a direction in assignment results that favors the cause of the client, the
amount of a value gpinion, the attainment of a stipulated result, or the occurrence of a subsequent
related tq the apprdisgr’s opinions and specific to the assignment’s purpose.

Adbvertising for or
Decisions regarding f ’bxhty
of an indjvidual appmiser, but for a parucular assignment it is the responsibihty of the individuallappraiser to

ascertain) that there has been no breach of ethics, that the assignment consulting assignment has béen prepared
in accordance with| USPAP Standards, and that the report can be properly certified when by USPAP
Standards 2-3, 4-3, 633, 8-3, or 10-3,

ffix, or authorize the use of, his or her signature to certify recognition and aoceitance of his

An apprajser must 3
thorize the

or her USPAP resp ;': ibilities in an appraisal or appraisal review assignment. An appraiser may
use of his or her signgture only on an assignment-by-assignment basis.

In additign, an app ! er must not affix the signature of another appralser without his or her consent, rc‘ appraiser
must exercise due '!I to prevent unauthorized use of his or her signature. However, an appraiser exdrcising such
care is nat responsible for unauthorized use of his or her signature. ~

CONFIDENTIALITY

An apprajser must prptect the confidential nature of the appraiser-property owner relationship.

An app must acfl in good faith with regard to the legitimate interests of the client in the use of fonfidential
information and in th communication of assignment results.

An apprajser must be ’ ware of, and comply with, all confidentiality and privacy laws and regulationg applicable
in an assignment.
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An appraiser must not disclose confidential factual data obtained from a property owner to anyone other than:

The client;

Parties specifically authorized by the client;

State appraiser regulatory agencies;

Third parties as may be authorized by due process of law; or

A duly authorized professional peer review committee except when such disclosure to a committee
would violate applicable law or regulation.

NPAWLN -

An appraiser must take reasonable steps to safeguard access to confidential information and assignment results
by unauthorized individuals, whether such information or results are in physical or electronic form. In addition,
an appraiser must ensure that employees, coworkers, subcontractors, or others who may have access to
confidential information or assignments results, are aware of the prohibitions on disclosure of such information
or results.

It is unethical for a member of a duly authorized professional peer review committee to disclose confidential
information presented to the committee.

When all confidential elements of confidential information are removed through redaction or the process of
aggregation, client authorization is not required for the disclosure of the remaining information, as modified.
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RECORD KEEPING RULE

epare a workfile for each appraisal or appraisal review assignment. A wo
g issuance of any report or other communication of assignment results. A writjen summary
st be added to the workfile within a reasonable time after the issuance of the

alll written reports, documented on any type of media. (A true copy is a replma f the report
iant, A photecopy or an electronic copy of the entire report transmitted to the ¢ 'ent satisfies

of a Restricted Appraisal Report or an oral appraisal report must be suffifient for the
elan Appraisal Report. A workfile in support of an oral appraisal review regort must be
>pfaiser to produce an Appraisal Review Report,

etain the workfile for a period of at least five years after preparation or at least twlo years after
anyy judicial proceeding in which the appraiser provided testimony related to thelassignment,

dve custody of the workfile, or make appropriate workfile retention, access, gnd retrieval
e party having custody of the workfile. This includes ensuring that a workfilg is stored in
evable by the appraiser throughout the prescribed record retention period. appraiser
h workfile must allow other appraisers with workfile obligations related to an assignment
and retrieval for the purpose of:

ign o state appraiser regulatory agencies;
iangefwith due process of law;
a duly authorized professional peer review committee; or
iwith retrieval arrangements.

mpde available by the appraiser when required by a state appraiser regulatory agency or due

An appraiser who dfully or knowingly fails to comply with the obligations of this Record Keepng Ruleis in
violation of the E! Rule.
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SCOPE OF WORK RULE

For each appraisal or appraisal review assignment, an appraiser must:

1. Identify the problem to be solved;
2. Determine and perform the scope of work necessary to develop credible assignment results; and
3. Disclose the scope of work in the report.

An appraiser must properly identify the problem to be solved in order to determine the appropriate scope of work.
The appraisermust be prepared to demonstrate that the scope of work is sufficient to produce credible assignment
results.

Scope of work includes, but is not limited to;

the extent to which the property is identified;

the extent to which tangible property is inspected;

the type and extent of data researched; and

the type and extent of analyses applied to arrive at opinions or conclusions.

Appraisers have broad ﬂexnb:lny and significant responsibility in determining the appropriate scope of work for
an appraisal or appraisal review assignment. Credible assignment results require support by relevant evidence
and logic. The credibility of assignment results is always measured in the context of the intended use.

ROBL (0)

An appraiser must gather and analyze information about those assignment elements that are necessary to properly
identify the appraisal, appraisal review or appraisal consulting problem to be solved. The assignment elements
necessary for problem identification are addressed in the Standard 6-2:

client and any other intended users;

intended use of the appraiser’s opinions and conclusions;
type and definition of value;

effective date of the appraiser’s opinions and conclusions;
subject of the assignment and its relevant characteristics; and
assignment conditions.

This information prowdes the appraiser with the basis for determining the type and extent of research and
analyses to include in the development of an appraisal. Similar information is necessary for problem
identification in appraisal review and appraisal consulting assignments. Assignment conditions include:

assumptions;

extraordinary assumptions;

hypothetical conditions;

laws and regulations;

jurisdictional exceptions; and

other conditions that affect the scope of work.
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SCOPE OF WORKIACCEPTAB

The scope of work must include the research and analyses that are necessary to develop credible assignment
results. The scopg af work is acceptable when it meets or exceeds:

* | the expectations of parties who are regularly intended users for similar assignments; an
| what an ppgpraiser’s peers’ actions would be in performing the same or a similar assignrpent.

scope of work is an ongoing process in an assignment. Information or conditiogs discovered
% n assignment might cause the appraiser to reconsider the scope of work. An appraiser must
be prepared to suppart the decision to exclude any investigation, information, method, or techniqge that would

An apprgiser must nat allow assignment conditions to limit the scope of work to such a degree that the assignment
results are not credible in the context of the intended use. In addition, the appraiser must not allow{the intended
use of an) assignmen{ or a client’s objectives to cause the assignment results to be biased.

DISCLOSURE OBIIGATION

A ()

The report must contgin sufficient information to allow intended the client and other intended users o understand
the scope of work pegiformed. Proper disclosure is required because clients and other intended user§ may rely on
the assignment results. Sufficient information includes disclosure of research and analyses perfprmed or not
performed. The infermation disclosed must be appropriate for the intended use of the assignmgnt resulfs.

Sufficient informatid l includes disclosure of research and analyses performed and might also inclufie disclosure
of research and anglyses not performed. The appraiser has broad flexibility and significant resgonsibility in
thelevel pf detail o { manner of disclosing the scope of work in the appraisal report or appraisal rgview report.
The apprpiser may, Bt is not required to, consolidate the disclosure in a specific section or sectionspf the report,
or use a [particular lbel, heading or subheading. An appraiser may choose to disclose the scopp of work as
necessary throughouy the report.
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JURISDICTIONAL EXCEPTION RULE

If any applicable law or regulation precludes compliance with any part of USPAP, only that part of USPAP
becomes void for that assignment. When compliance with USPAP is required by federal law or regulation, no
part of USPAP can be voided by a law or regulation of a state or local jurisdiction. When an appraiser properly
Jollows this Rule in disregarding a part of USPAP, there is no violation of USPAP.

In an assignment involving a jurisdictional exception, an appraiser must:

*  identify the law or regulation that precludes compliance with USPAP;

*  comply with that law or regulation;

* clearly and conspicuously disclose in the report the part of USPAP that is voided by that law or
regulation; and

*  cite in the report the law or regulation requiring this exception to USPAP compliance.

The purpose of the Jurisdictional Exception Rule is strictly limited to providing a saving or severability clause
intended to preserve the balance of USPAP if one or more of its parts are determined as contrary to law or public
policy ofa jurisdiction. By logical extension, there can be no violation of USPAP by an appraiser who disregards,
with proper disclosure, only the part or parts of USPAP that are void and of no force and effect in a particular
assignment by operation of legal authority.

It is misleading for an appraiser to disregard a part or parts of USPAP as void and of no force and effect in a
particular assignment without identifying the part or parts disregarded and the legal authority justifying thisaction
in the appraiser’s report.

“Law” includes constitutions, legislative and court-made law, and administrative rules (such as from the Office
of the Texas Comptroller of Public Accounts) and ordinances. “Regulations” include rules or orders having legal
force, issued by an administrative agency. Instructions from a client or attorney do not establish ajurisdictional
exception.

A jurisdictional exception prevalent in Texas is that appraisers are seeking to establish “fair market value™ as
defined by the Texas Property Tax Code instead of “market value” as found in the USPAP definitions section.
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USPAP STANDARDS 5 AND 6: MASS APPRAISAL, DEVELOPMENT AND REPORTING
(General Discussion)

In develgpinga m:gs appraisal, an appraiser must be aware of, understand, and correctly employ thoge recognized
methods|and techniqes necessary to produce and communicate credible mass appraisals.

Standards 5 and 6 apply to all mass appraisals of real and personal property regardless of the p e or use of
such appraisals. It {5 directed toward the substantive aspects of developing and communicating competent
analyses| opinions, §nd conclusions in the mass appraisal of properties, whether real pro or personal
property, Standard §|is directed toward the substantive aspects of developing credible analyses, dpinions, and
conclusions in the 4SS appraisal of properties, while Standard 6 addresses the content and level of information
required in a writteén | eport that communicates the results of a mass appraisal. The reporting and jurisdictional
exceptw ns applicable jto public mass appraisals prepared for purposes of ad valorem taxation do not 4pply to mass

appraisals prepareq rotherpmposes

A mass appraisal includes:

*  iflentifying pfoperties to be appraised;
¢ defining mg -; et areas of consistent behavior that applies to properties;
* identifying che acteristics (supply and demand) that affect the creation of value in that mdrket area;
e d evelopin g (4p ecifying) a model structure thatreflects the relationship among the characterisficsaffecting
alue in the market area;
« dalibratingte model structure to determine the contribution of the individual characteristics affecting
alue;
» applying onclusions reflected in the model to the characteristics of the properties beirfg appraised;
AN d

e reviewing the mass appraisal results.

adivalorem tax

The Jurisdictional Exception Rule may apply to several sections of Standayds 5 and 6 because
administration is subiject to various state, county, and municipal laws.

As previgusly stated b the P&A Policy Statement (page 2), it may not be possible or practicable fogall the mass
appraisal|attributes jted above to be rigorously applied to the many types of complex and/or uniqye properties
that P&A typically|a ptﬂlS&S Ofiten there are contractual limitations on the scope of work needed|or requu'ed.
More preyalently, these types of properties do not normally provide a reliable database of market trapsactions (or
details of transactip ; ) necessary for statistically supportable calibration of appraisal models review of
appraisal|results. Gegerally these two functions are effectively accomplished through annual extepded review
meetings| with taxps ters (and clients) who provide data, sometimes confidentially, that allows for appraisal
models tq be adjustediwhere necessary. Nevertheless, and not withstanding whether P&A implicitlyjor explicitly
employs pr reports|al Ii attributes listed above, in all cases P&A at the minimum employs tenants df “generally
accepted appraisal mgtheds” which are the genesis of USPAP Standards.

Per USPAP guidelines, P&A will make known all departures and jurisdictional exceptions when irvoked (if an
appraisaljmethed of sp ecxﬁc requirement is applicable but not necessary to attain credible results irj a particular

assignment).

The variqus sections ¢f Standard 5 (development of mass appraisal) and Standard 6 (communicatio of the mass
appraisal results) are priefly summarized below:
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Standard 5-1: Establishes the appraiser’s technical and ethical framework. Specifically, appraisers must
recognize and use established principles, methods and techniques of appraisal in a careful manner while not
committing substantial errors of fact or negligence that would materially affect the appraisal results and not
give a credible estimate of fair market value. To this end appraisers must continuously improve his or her
skills to maintain proficiency and keep abreast of any new developments in the real and personal property
appraisal profession. This Standards does not imply that competence requires perfection, as perfection is
impossible to attain. Instead, it requires appraisers to employ every reasonable effort with regards to due
diligence and due care.

Standard 5-2: Defines the introductory framework requirements of developing a mass appraisal, focusing
on the identification and/or definition of: client(s), intended users, effective date, appraisal perspective,
scope of work, extraordinary assumptions, hypothetical conditions, the type and definition of value being
developed (typically “fair market value” for ad valorem tax purposes), characteristics of the property being
appraised in relation to the type and definition of value and intended use, the characteristics of the property’s
market, the property’s real or personal attributes, fractional interest applicability, highest and best use
analysis along with other land-related considerations, and any other economic considerations relevant to the

property.

Standard 5-3: Defines requirements for developing and specifying appropriate mass appraisal data and
elements applicable for real and personal property. Forreal property, the data and elements include: existing
land use regulations, reasonably probable modification of such regulations, economic supply and demand,
the physical adaptability of the real estate, neighborhood trends, and highest and best use analysis. For
personal property, the relevant data and elements include: identification of industry trends, trade level,
highest and best use, and recognition of the appropriate market consistent with the type and definition of
value.

Standard S-d: Further defines requirements for developing mass appraisal models, focusing on
development of standardized data collection forms, procedures, and training materials that are used
uniformly on the universe of properties under consideration. This rule specifies that appraisers employ
recognized techniques for specifying and calibrating mass appraisal models. Model specification is the
formal development of a model in a statement or mathematical equation, including all due considerations
for physical, functional, and external market factors as they may affect the appraisal. These models must
accurately represent the relationship between property value and supply and demand factors, as represented
by quantitative and qualitative property characteristics. Models must be calibrated using recognized
techniques, including, but not limited to, multiple linear regression, nonlinear regression, and adaptive
estimation. Models may be specified incorporating the income, market, and/or cost approaches to value and
may be tabular, mathematical, linear, nonlinear, or any other structure suitable for representing the
observable property characteristics such as adaptive estimation. Model calibration refers to the process of
analyzing sets of property and market data to determine the specific parameters of a model.

Standard S§-5: Defines requirements for collection of sufficient factual data, in both qualitative and
quantitative terms, necessary to produce credible appraisal results. The property characteristics collected
must be contemporaneous with the effective date of the appraisal. The data collection program should
incorporate a quality control procedure, including checks and audits of the data to ensure curment and
consistent records. This rule also calls for calls for an appraiser, in developing income and expense
statements and cash flow projections, to weigh historical information and trends, current market factors
affecting such trends, and reasonably anticipated events, such as competition from developments either
planned or under construction. Terms and conditions of any leases should be analyzed, as well as the need
for and extent of any physical inspection of the properties being appraised.
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° Defines requirements for application of a calibrated model to the property befng appraised.
5 for: the appraiser to recognize methods or techniques based on the cost, marke}, and income
improved parcels; the appraiser to value sites by recognized methods or techifiques such as
ol d, abstraction method, capitalization of ground rent, and land residual; th appraiser to
: f leased fee or leasehold estates with consideration for terms and conditiogs of existing
when applicable by law, as if held in fee simple whereas market rents are substitfted for actual
5 the appraiser to analyze the effect on value, if any, of the assemblage of the vafious parcels,
¢sts, or component parts of a property; the appraiser to analyze anticipated pulflic or private
5 focated on or off the site, and analyze the effect on value, if any, of such anticipated
the extent they are reflected in market actions.
J Defines the reconciliation process of a mass appraisal. Specifically, appraisersjmustanalyze
and/pr applicability of the various approaches used while ensuring that, on an dverall basis
eagonableness and accuracy are maintained with the appraisal model selected (ungerfine added
L It is implicit in mass appraisal that, even when properly specified and calibratdd models are
vidual value conclusions will not meet standards of reasonableness, congistency, and
pisers have a professional responsibility to ensure that, on an overall basis, mddels produce
hs that meet attainable standards of accuracy.
o Defines general requirements of a mass appraisal report which is required to fe in writing;
stsfor oral reports. This standard addresses the level of information required so thatthe report
erstood (i.e., not misleading) and sufficiently qualified with any assumptions aijd conditions
which are further detailed in the next three sections of this report that discuss P§A appraisal
withiregards to specific categories of property).
o Defines specific content required to be included in a mass appraisal written rg¢port.
° Defines the certification of the mass appraisal written report.
The follawing sectjons of this report discuss in more detail the various elements of the development of P&A’s
mass appraisals an gsociated written reports as required by USPAP Standards 5 and 6, with reghrds to P&A
appraisal|of Min terests, Industrial, Utility, Related Personal Property, and Real Estate.
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USPAP STANDARDS 5, 6-1, 6-2: MASS APPRAISAL OF MINERAL INTERESTS

INTRODUCTION . .
Definition of Appraisal Responsibility (Scope of Effort): The Mineral Valuation Department of Pritchard &

Abbott, Inc. (“P&A™ hereinafter), is responsible for developing credible values for mineral interests (full or
fractional percentage ownership of oil and gas leasehold interest, the amount and type of which are legally and/or
contractually created and specified through deeds and leases, et.al.) associated with producing (or capable of
producing) leases. Mineral interests are typically considered real property because of their derivation from the
bundle of rights associated with original fee simple ownership of land, Typically all the mineral interests that
apply to a single producing lease are consolidated by type (working vs. royalty) with each type then appraised
for full value which is then distributed to the various fractional decimal interest owners prorata to their individual
type and percentage amount.

P&A'’s typical client is a governmental entity charged with appraisal responsibility for ad valorem tax purposes,
although other types of clients (private businesses, individuals, etc.) occasionally contract for appraisal services
which are strictly for various non-ad valorem tax purposes so that no conflicts of interest are created with P&A”s
core ad valorem tax work.

P&A hereby makes the assumption that, in all appraisal assignments performed for governmental entities in
satisfaction of contractual obligations related to ad valorem tax , the client does not wish to or cannot legally
request the appraisal report not identify the clieat.

Intended users of our reports are typically the client(s) for which we are under direct contract. Although taxpayers
or their agents who own and/or represent the subject property being appraised often receive these reports either
by law or as a courtesy of the client or P&A, this receipt does not mean these parties automatically become
Intended Users as defined by USPAP. A party receiving a copy of a report in order to satisfy disclosure
requirements does not become an intended user of the appraisal or mass appraisal unless the appraiser
specifically identifies such party as an intended user. Potential other users include parties involved in
adjudication of valuation disputes (review board members, lawyers, judges, etc.), governmental agencies which
periodically review our appraisals for various stetutory purposes (such as the Texas Comptroller’s Office) and
private parties who may obtain copies of our appraisals through Open Records Requests made to govemmental
agencies.

This section of P&A’s USPAP report is not applicable to any mineral or mineral interest property that an
appraisal district appraises outside of P&A’s appraisal services, in which case the appraisal district’s overall
USPAP report should be referenced,

P&A makes the Extraordinary Assumption that all properties appraised for ad valorem tax purposes are
marketable whereas ownership and title to property are free of encumbrances and other restrictions that would
affect fair market value to an extent not obvious to the general marketplace. If and/or when we are made aware
of any encumbrances, etc., these would be taken into account in our appraisal in which case the extraordinary
assumption stated above would be revoked.

P&A is typically under contract to determine current market value or “fair market value” of said mineral interests.
Fair market value is typically described as the price at which a property would sell for if:

* exposed in the open market with a reasonable time for the seller to find a purchaser;
*  both the buyer and seller know of all the uses and purposes to which the property is, or can be, adapted
and of the enforceable restrictions on its use; and
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* both the buypr and seller seek to maximize their gains and neither is in a position to take rdvantage of
e exigercies of the other. [Exigencies are pressing or urgent conditions that leave ofe party at a
isadvantgge to the other.]

For ad valorem tax phrposes the effective date is usually legislatively specified by the particular Sfate in which
we are working -(for example, in Texas the lien date is January 1 per the Texas Property Tax . For ad
valorem s purpoges the date of the appraisals and reports are typically several months past the ¢ ecuve date,
thereby eaving opient the possibility that a retrospective approach is appropriate under limited arjd prescribed
circumstances (infortnation after the effective date being applicable only if it confirms a trend or other appraisal
condition that existed and was generally known as of the effective date).

ettt ——on

P&A beljeves this segition of this report, in conjunction with any attached or separately provided P&A-generated
report(s), meets the I\ PAP definition of “typical practice™; i.e., it satisfies a level of work that is cogsistent with:

* the expectat }- ns of participants in the market for the same or similar appraisal services;
* what P&A
with USPAF

peers’ actions would be in performing the same or similar appraisal semc&sﬂ compliance

!' m taxes on property in the contracted Appraisal District. All mineral propertif
4 ly. The definition of Fair Market Value is provided and promulgated for use i

e Texas Property Tax Code, and therefore as a Jurisdictional Exception
ivalue” as found in USPAP definitions.

5" [ THE INTEREST AND THUS GIVES THE INTEREST (TS VALUE. VWHENEVER P&A REFERS TO
IPERTIES” (N THIS REPORT OR {N ANY OTHER SETTING, IT IS THE MINERAL INTEREST, A
ELF, THAT IS THE SUBJECT OF THE REFERENCE.

Practioe ( SPAP) ¥ all cases where IAAO and/or USPAP requirements cannot be satisfied fof reasons of
practicality or irreld “= ncy, P&A subscribes to “generally accepted appraisal methods and techniquel” so that its
value conclusions are|credible and defendable. P&A submits annual or biannual contract bids to tije Appraisal
District Board of D; fotors or the Office of the Chief Appraiser and is bound to produce appraisal ¢stimates on
mineral properties y ! in the cost constraints of said bid. Any appraisal practices and procedures
P&A not explicitly defined or allowed through IAAO or USPAP requirements are specified by the TeXas Property
Tax Codg or at the spcific request or direction of the Office of the Chief Appraiser.
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Appraisal Resources

Personnel: The Mineral Valuation Division staff consists of competent Petroleum Engineers, Geologists, and
Appraisers. All personnel are Registered Professional Appraisers with the State of Texas, or are progressing
towards this designation within the allowable time frames prescribed by the Texas Department of Licensing and
Regulation (TDLR) and/or other licensing and regulatory agencies as applicable.

Data: For each mineral property acommon set of data characteristics (i.e. historical production, price andexpense
data) is collected from various sources and entered into P&A's mainframe computer system, Historical preduction
data and price data is available through state agencies (Texas Railroad Commission, Texas Comptroller, et al.)
or private firms who gather, format and repackage such data for sale commercially. Each property's characteristic
data drives the computer-assisted mass appraisal approach to valuation.

Information Systems: The mainframe systems are augmented by the databases that serve the various in-house
and 3".party applications on desktop personal computers. In addition, communication and dissemination of
appraisals and other information is available to the taxpayer and client through electronic means includinginternet
and other phone-line connectivity. The appraiser supervising any given contract fields many of the public’s
questions or redirects them to the proper department personnel.

VALUATION APPROACH (MODEL SPECIFICATION)

Concepts of Value: The valuation of oil and gas properties is not an exact science, and exact accuracy is not
attainable due to many factors. Nevertheless, standards of reasonable performance do exist, and there areusually
reliable means of measuring and applying these standards.

Petroleum properties are subject to depletion, and capital investment must be returned before economic exhaustion
of the resource (mineral reserves). The examination of petroleum properties involves understanding the geology
of the resource (producing and non-proeducing), type of reservoir energy, the methods of secondary and enhanced
recovery (if applicable), and the surface treatment and marketability of the produced petroleum product(s).

Evaluation of mineral properties is a continuous process; the value as of the lien date merely represents a
“snapshot” in time, The potential value of mineral interests derived from sale of minerals to be extracted from
the ground change with mineral price fluctuation in the open market, changes in extraction technology, costs of
extraction, and other variables such as the value of money.

Approaches to Value for Petroleum Property

Cost Approach: The use of cost data in an appraisal for market value is based upon the economic principle of
substitution. The cost approach typically derives value by a model that begins with replacement cost new (RCN)
and then applies depreciation in all its forms (physical depreciation, functional and economic obsolescence). This
method is difficult to apply to oil and gas properties since lease acquisition and development may bear norelation
to present worth. Though very useful in the appraisal of many other types of properties, the cost approach is not
readily applicable to mineral properties. [Keep in mind that the property actually being appraised is the mineral
interest and not the oil and gas reserves themselves. Trying to apply the cost approach to evaluation of mineral
interests is like trying to apply the cost approach to land; it is a moot point because both are real properties that
are inherently non-replaceable.] As a general rule, and for the reasons stated above, Pritchard & Abbott, Inc.,
does not employ the cost approach in the appraisal of mineral interests.

Market Approach: This approach may be defined as one which uses data available from actual transactions
recorded in the market place itself; i.e., sales of comparable properties from which a comparison to the subject
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de. Ideally, this approach’s main advantage involves not only an opinion b

t an cpinion

al spending of money. Although at first glance this approach seems to fnore closely
begts of fair market value per its classical definition, there are two factors that severely limit
: i sales data

mngﬁnlstatnstwalanalysns Second, allcondltxonsofeachsalemustbelmown dcarefully

e one does have a comparative indicator of value per fair market value perq

pse properties do change hands, it is generally throhgh company mergers and
laddition to oil and gas reserves are involved; this further complicates the anal

isites,

acquisitions
sis whereby
bitrary task

data be

ed potential such as secondary recovery prospects;
other production already operated by the purchaser;
¢i¢s and other cash equivalents; and
g/such as size of property, gravity of oil, etc.

d and legal information which defines privileges or limitation of the equity so?d;

these factors are available for analysis, the consensus effort would be ta
e approach to value (or trying to duplicate the buyer’s income approach to va

e is less valuable than current income, and so future net income must be disco
o the present income. This discount factor reflects the premium of present
, i.e., interest rate, liquidity, investment management, and risk.

Asagen

ral rule, md for the reasons stated abbve, Pritchard & Abbett, Inc,, relies predomingntly on the
income

value in the appraisal of mineral interests.
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DATA COLLECTION/VALIDATION

Sources of Data: The main source of P&A’s property data is data from the Railroad Commission of Texas as
reported by operators. Asamonthly activity, the data processing department receives data tapes or electronic files
which have updated and new well and production data. Other discovery tools are fieldwork by appraisers,
financial data from operators, information from chief appraisers, tax assessors, trade publications and city and
local newspapers. Other members of the public often provide P&A information regarding new wells and other
useful facts related to property valuation.

Another crucial set of data to obtain is the ownership of these mineral interests. Typically a mineral lease is
fractionated and executed with several if not many owners. This information is typically requested (under a
promise of confidentiality concerning owners’ personal information) from pipeline purchasers and/or other
entities (such as operators) who have the responsibility of disbursing the income to the mineral interest owners.
Another source of ownership information is through the taxpayers themselves who file deeds of ownership
transfer and/or correspond with P&A or the appraisal district directly.

Data Collection Procedures: Electronic and field data collection requires organization, planning and supervision
of the appraisal staff. Data collection procedures for mineral properties are generally accomplished globally by
the company; i.e., preduction and price data for the entire state is downloaded at one time into the computer
system. Appraisers also individually gather and record specific and particular information to the appraisal file
records, which serves as the basis for the valuation of mineral properties. P&A is divided into four districtoffices
covering different geographic areas. Each office has a district manager, appraisal and ownership maintenance
staff, and clerical staff as appropriate. While overall standards of performance are established and upheld for the
various district offices, quality of data is emphasized as the goal and responsibility of each appraiser.

VALUATION ANALYSIS (MODEL CALIBRATION)

Appropriate revisions and/or enhancements of schedules or discounted cash flow software are annually made and
then tested prior to the appraisals being performed. Calibration typically involves performing multiple discounted
cash flow tests for leases with varying parameter input to check the correlation and relationship of such indicators
as: Dollars of Value Per Barrel of Reserves; Dollars of Value Per Daily Average Barrel Produced; Dollars of
Expense Per Daily Average Barrel Produced; Years Payout of Purchase Price (Fair Market Value). In a more
classical calibration procedure, the validity of values by P&A's income approach to value is tested against actual
market transactions, if and when these transactions and verifiable details of these transactions are disclosed to
P&A. Of course these transactions must be analyzed for meeting all requisites of fair market value definition.
Any conclusions of this analysis are then compared to industry benchmarks for reasonableness before being
incorporated into the calibration procedure,

INDIVIDUAL VALUE REVIEW PROCEDURES

Individual property values are reviewed several times in the appraisal process. P&A's discounted cash flow
software dynamically generates various benchmark indicators that the appraiser reviews concurrent with the value
being generated. These benchmarks often prompt the appraiser to reevaluate some or all of the parameters of data
entry so as to arrive at a value more indicative of industry standards. Examples of indicators are dollars of value
perbarrel of oil reserve, years payout, etc. In addition to appraiser review, taxpayers are afforded the opportunity
to review the appraised values, either before or after Notices of Appraised Value are prepared. Operators
routinely meet with P&A's appraisers to review parameters and to provide data not readily available to P&A
through public or commercial sources, such as individual lease operating expense and reserve figures. And of
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course, ajl prope ues are subject to review through normal protest and Appraisal Review Board procedures,
extension of the Office of the Chief Appraiser.

TESTS

An indepgendent test pf the appraisal performance of properties appraised by P&A is conducted by the State of
Texas Comptrollery’s|Office through the annual Property Value Study for school funding purposeg This study
determings the degred of uniformity and the median level of appraisal for mineral properties. Schoolfjurisdictions
are given an opporthuity to appeal any preliminary findings. After the appeal process is resolved, thefComptroller
publishes a report df the findings of the study, including in the report the median level of appraisal, tHe coefficient
of disp e median level of appraisal and any other standard statistical measures that thelComptroller

conside
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USPAP STANDARDS 5, 6-1, 6-2: MASS APPRAISAL OF INDUSTRIAL, UTILITY
AND RELATED PERSONAL PROPERTY

INTRODUCTION
Definition of Appraisal Responsibility (Scope of Effort): The Engineering Services Department of Pritchard &

Abbott, Inc. (P&A) is responsible for developing fair and uniform market values for industrial, utility and
personal properties.

P&A’s typical client is a governmental entity charged with appraisal responsibility for ad valorem tax purposes,
although other types of clients (private businesses, individuals, etc.) occasionally contract for appraisal services
which are strictly for various non-ad valorem tax purposes so that no conflicts of interest are created with P&A’s
core ad valorem tax work.

P&A hereby makes the assumption that, in all appraisal assignments performed for governmental entities in
satisfaction of contractual obligations related to ad valorem tax , the client does not wish to or cannot legally
request the appraisal report not identify the client.

Intended users of our reports are typically the client(s) for which we are under direct contract. Although taxpayers
or their agents who own and/or represent the subject property being appraised often receive these reports either
by law or as a courtesy of the client or P&A, this receipt does not mean these parties automatically become
Intended Users as defined by USPAP. A party receiving a copy of a report in order to satisfy disclosure
requirements does not become an intended user of the appraisal or mass appraisal unless the appraiser
specifically identifies such party as an intended user. Potential other users include parties involved in
adjudication of valuation disputes (review board members, lawyers, judges, etc.), governmental agencies which
periodically review our appraisals for various statutory purposes (such as the Texas Comptroller’s Office) and
private parties who may obtain copies of our appraisals through Open Records Requests made to govemmental
agencies.

This section of P&A’s USPAP report is not applicable to any Industrial, Utility, or related Personal Property
that an appraisal district appraises outside of P&A’s appraisal services, in which case the appraisal district’s
overall USPAP report should be referenced.

P&A makes the Extraordinary Assumption that all properties appraised for ad valorem tax purposes are
marketable whereas ownership and title to property are free of encumbrances and other restrictions that would
affect fair market value to an extent not obvious to the general marketplace. If and/or when we are made aware
of any encumbrances, etc., these would be taken into account in our appraisal in which case the extraordinary
assumption stated above would be revoked.

P&A is typically under contract to determine current market value or ““fair market value” of said industrial, utility,
and related personal property. Fair market value is typically described as the price at which a property would sell
for if:

» exposed in the open market with a reasonable time for the seller to find a purchaser;
* both the buyer and seller know of all the uses and purposes to which the property is, or can be, adapted
and of the enforceable restrictions on its use; and
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he exigen of the other. [Exigencies are pressing or urgent conditions that leave oge party at a

*  both the b ':? and seller seek to maximize their gains and neither is in a position to take tdvantage of
disadvantdgd to the other.]

For ad valorem tax puirposes the effective date is usually legislatively specified by the particular Sfate in which
we are working -[far example, in Texas the lien date is January 1 per the Texas Property Tax Code. For ad
valorem (s purpos the date of the appraisals and reports are typxcally several months past the effective date,
thereby eaving ¢ -E] the possibility that a retrospective approach is appropriate under limited an}
circumstances (information after the effective date being applicable only if it confirms a trend or o

condition that existeq and was generally known as of the effective date).

P&A belfeves this gegtion of this report, in conjunction with any attached or separately provided P84A-generated
report(s), meets tha USPAP definition of “typical practice”; i.e., it satisfies a level of work that is corfsistent with:
* the expectatipns of participants in the market for the same or similar appraisal services; 2

beers’ actions would be in performing the same or similar appraisal services i

Requirements: The provisions of the Texas Property Tax Code and releva
g dppraisal administration and procedures control the work of P&A as a subcontpactor to the
i A is responsible for appraisiug property on the basis of its market value as

| [

All industrial, utility and petsonal properties are reappraised annually. The de;
1 tded and promulgated for use in ad valorem tax work in Texas by the Texas
s a Jurisdictional Exception supercedes the definition of “market value”[as found in

applwab! e ang ’, ds of the Intemat:onal Asscciation of Assessmg Officers (IAAO) regardmg ts appraisal
pmctncw d proce; i
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Pirequirements cannot be satisfied for reasons of pracncahty or melevancy, P&a
d appralsal methods and techmques” so that its value conclusxons are

IAAO an(l/or USPA
to “generally accep
defendable. P&A 5
produce appraisal es
Any appraisal prag
requirements are spg

o fied by the Texas Property Tax Code and/or at the spec:ﬁc request or direction ¢ f the Office
of the Chyef Appraisey.

Appraisgl Resourges

Personnel: The Engi : eering Services Department and P&A’s appraisal staff consists of appraisers With degrees
in engineering, busingss and accounting. All personnel are Registered Professional Appraisers witlfthe State of
Texas, or) are progressing towards this designation as prescribed by the Texas Department of Ligensing and

Regulatign (TDLR).

Data: A pet of data cdharacteristics (i.e. original cost, year of acquisition, quantities, capacities, n| Jt operating
income, property des| iption, etc.) for each industrial, utility and personal property is collected ffom various
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sources. This data is maintained in either hard copy or computer files. Each property's characteristic data drives
the appropriate computer-assisted appraisal approach to valuation.

Information Systems: P&A's mainframe computer system is composed of in-house custom software augmented
by schedules and databases that reside as various applications on personal computers (PC). P&A offers a variety
of systems for providing property owners and public entities with information services.

VALUATION APPROACH (MODEL SPECIFICATION)

Concepts of Value: The valuation of industrial, utility and personal properties is not an exact science, and exact
accuracy is not attainable due to many factors. These are considered complex properties and some are considered
Special Purpose properties. Nevertheless, standards of reasonable performance do exist, and there are reliable
means of measuring and applying these standards.

The evaluation and appraisal of industrial, utility and personal property relies heavily on the discovery of the
property followed by the application of recognized appraisal techniques. The property is subject to inflation and
depreciation in all forms. The appraisal of industrial and personal property involves understanding petroleum,
chemical, steel, electrical power, lumber and paper industry processes along with a myriad of other industrial
processes. Economic potential for this property usually follows either the specific industry or the general business
economy. The appraisal of utility properties involves understanding telecommunications, electrical transmission
and distribution, petroleum pipelines and the railroad industry. Utility properties are subject to regulation and
economic obsolescence. The examination of utility property involves the understanding of the present value of
future income in a regulated environment.

The goal for valuation of industrial, utility and personal properties is to appraise all taxable property at "fair
market value®. The Texas Property Tax Code defines Fair Market value as 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 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

* 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.

Approaches to Value for Industrial, Utility, and Personal Property

Cost Approach: The use of cost data in an appraisal for market value is based upon the economic principle of
substitution. This method is most readily applicable to the appraisal of industrial and personal property and some
utility property. Under this method, the market value of property equals the value of the land plus the current cost
of improvements less accrued depreciation. An inventory of the plant improvements and machinery and
equipment is maintained by personally inspecting each facility every year. As a general rule, and for the
reasons stated above, Pritchard & Abbott, Inc., relies predominantly on the cost approach to value in the
appraisal of industrial, utility, and personal property.

Market Approach: This approach is characterized as one that uses sales data available from actual transactions
in the market place. There are two factors that severely limit the usefulness of the market approach for appraising
industrial, utility and personal properties. First, the property sales data is seldom disclosed; consequently there
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ient marketdata for these properties available for meaningful statistical analysis. Second, 31l conditions
of sale must be known and carefully investigated to be sure one does have a comparative indicdtor of value.
Many times when th¢se properties do change hands, it is generally through company mergers and| acquisitions

where ather assets|e 11 d intangibles in addition to the industrial, utility and personal property are involved. The
complexity of thesp sales presents unique challenges and hindrances to the process of allocation of value to the

individual compong s of the transaction.

plant capagity and current production; terms of sale, cash or equivalent;
omplexity of property;

ge of propefty;

roximity fo|pther industry already operated by the purchaser; and

as a capitalization "’I“ od, because capitalization is the process of converting an income stream into § capital sum
(value). |As with & | method, the final value estimate is no better than the reliability of the inpgt data. The
underlying assumptidn is that people purchase the property for the future income the property wil

depreciation but béfare interest expense (adjustments for Federal Income Taxes may or may not

The rele}ant income hat should be used in the valuation model is the expected future net operating Ilncome after
Assumptions of this tnethod are:

» PRastincome 3nd expenses are a consideration, insofar as they may be a guide to future incpme, subject
regulation/and competition.

. e economig life of the property can be estimated.

. e future] production, revenues and expenses can be accurately forecasted. Future infome is less

uable thar] current income, and so future net income must be discounted to make it equilalent to the

resent indome. This discount factor reflects the premium of present money over futurejmoney, i.e.,

interest ratg, liquidity, investment management, and risk.

[

Asagencralrule, 4 ]i for the reasons stated above, Pritchard & Abbott, Inc., employs the inconje approach
in the appraisal of industrial and utility property only when guantifiable levels of income arg able to be
reliably determined and/or projected for the subject property. P&A does not employ the inconje approach
in the appraisal of piersonal property.

DATA CQOLLECTIDN/VALIDATION

_Sgwjﬂ)_gg: e main source of P&A’s property data for industrial and personal property is through
fieldwork by the appraiisers and commercially/publicly available schedules developed on current corts. Data for
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performing utility appraisals is typically provided by the taxpayer or is otherwise available at various regulatory
agencies (Texas Railroad Commission, Public Utilities Commission, FERC, et. al.). Other discovery tools are
financial data from annual reports, information from chief appraisers, renditions, tax assessors, trade publications
and city and local newspapers. Other members of the public often provide P&A information regarding new
industry and other useful facts related to property valuation.

Data Collection Procedures: Electronic and field data collection requires organization, planning and supervision
of the appraisal staff. Data collection procedures have been established for industrial and personal properties.
Appraisers gather and record information in the mainframe system, where customized programs serve as the basis
for the valuation of industrial, utility and personal properties. P&A is divided into multiple district offices
covering different geographic zones. Each office has a district manager and field staff. While overall standards
of performance are established and upheld for the various district offices, quality of data is emphasized asthe goal
and responsibility of each appraiser. Additionally, P&A’s Engineering Services Department provides supervision
and guidance to all district offices to assist in maintaining uniform and consistent appraisal practices throughout
the company.

VALUATION ANALYSIS (MODEL CALIBRATION)

The validity of the values by P&A’s income and cost approaches to value is tested against actual market
transactions, if and when these transactions and verifiable details of the transactions are disclosed to P&A. These
transactions are checked for meeting all requisites of fair market value definition. Any conclusions from this
analysis are also compared to industry benchmarks before being incorporated in the calibration procedure.
Appropriate revisions of cost schedules and appraisal software are annually made and then tested for
reasonableness prior to the appraisals being performed. '

INDIVIDUAL VALUE REVIEW PROCEDURES

Individual property values are reviewed several times in the appraisal process. P&A's industrial, utility, personal
property programs and appraisal spreadsheets afford the appraiser the opportunity to review the value being
generated. Often the appraiser is prompted to reevaluate some or all of the parameters of data entry so asto arrive
at a value more indicative of industry standards. Exemples of indicators are original cost, replacement cost,
service life, age, net operating income, capitalization rate, etc. In addition to appraiser review, taxpayers are
afforded the opportunity to review the appraised values either before or after Notices of Appraised Value are
prepared. Taxpayers, agents and representatives routinely meet with P&A's appraisers to review parameters and
to provide data not readily available to P&A through public or commercial sources, such as investment costs and
capitalization rate studies. And of course, all property values are subject to review through normal protest and
Appraisal Review Board procedures, with P&A acting as a representative of the Office of the Chief Appraiser.
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of the appraisal performance of properties appraised by P&A is conducted by the State of
Office through the annual Property Value Study for school funding purpose}. This study
of uniformity and the median level of appraisal for utility properties. Schoo] jurisdictions
ity to appeal any preliminary findings. After the appeal process is resolved, th¢ Comptroller
e findings of the study, including in the report the median level of appraisal, the coefficient
e median level of appraisal and any other standard statistical measures that th¢ Comptrolier
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USPAP STANDARD 6-3: CERTIFICATION

{ certify that, to the best of my knowledge and belief:

The statements of fact contalned In this report are true and correct.

The reported analyses, opinfons, aud concluslons are iimited only by the reported assumptions and timiting conditions, and

are my personal, Impartal, and unbiased professional analyses, opinjons, and conelusions.

—  Uhaveno (or the specified below) present or prospective Interest In the property that is the subject of this report, and 1 have
n0 (or the specified below) personal interest with respect to the partles involved,

— I haveperformed no (orthe specificd below) services, as an appralser or in any other capacity, regurding the property that
Is the subject of this report within the three-year perlod Immediately preceding acceptance of this assignment.

= 1haveno blas with respect to any property that is the subject of this report or the partles involved with this assignment.

— My engagement in this assignment was not contlngent upon developing or reporting predetermined results.

— My compensation for completing this assignment Is not contingeat upon the reporting of a predetermined value or direction
lo value that favors the cause of the client, the amount of the value opinlon, the attelnment of a stipulated result, or the
cecurrence of a subsequent event directly related to the Intended use of this appralsal.

— My analyses, opinlons, and conclusious were developed, and this report has been prepared, In conformity with the Unlform
Standards of Professional Appraisal Practice.

—  have (or have not, if specified below) made a personal Inspection of the properties that are the subject of this report, (dny
other slgnatories to this report have either made or not made a personal inspection of the properties as noted below,)

—  No one provided sigalficant mass appralsal assistance to the person signing this certification. (The name of each Individual

providing significant mass appraisal assistance, if eny, Is stoted below,)

Inspected Provided Significent
Propenty? Appraksal Assistance?

%&.‘% M ?- .12;%‘{ _y‘% _VNeo

Yes/No

2 f//{/ yaed N

Yas/No Yez/No

Suporvising Approlser { Depi, Manager Datc Yaina “Ves7%
Y 7-ad-3y 9, _#
erict Date* Yes I No i/ No
List of other individunls who provided significant mass eppratsal assistance and/or perscaal n snysignatorics:

Zz
r‘Lé /\Y

<

— ———
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