JIM HOGG COUNTY APPRAISAL DISTRICT
REAPPRAISAL PLAN
APPRAISAL YEARS
2021 - 2022

As Proposed By:
Jim Hogg County Appraisal District
Board of Directors

September 15th 2020



Table of Contents

EXECUTIVE SUMMARY
REVALUATION DECISION
PERFORMANCE ANALYSIS
Ratio Study Results
Appraisal Accuracy (level of appraisal)
Appraisal Uniformity (equity)
ANALYSIS OF AVAILABLE RESOURCES
Staffing for Reappraisal Year
Proposed Budget for 2021
Existing Practices
Information Systems (IS) Support
Existing data and maps
PLANNING AND ORGANIZATION
Calendar of Key Events — 2021
Calendar of Key Events — 2022
MASS APPRAISAL SYSTEM
Forms and procedures revised
CAMA System revisions as required
DATA COLLECTION APPRAISAL YEAR
New Construction

Remodeling

Original

10



Re-inspection of problematic market areas
Re-inspection of universe of properties on a specific Cycle
Field or office verification of sales data and property Characteristics
PILOT STUDY BY APPRAISAL YEAR 12
Test new/revised mass appraisal methods
Ratio Studies by Market Areas
Test accuracy and reliability in certain market areas
VALUATION BY APPRAISAL YEAR 13
Market Analysis
Model specification
Model calibration
Calculation of Preliminary values
Test values for accuracy and uniformity
THE MASS APPRAISAL REPORT BY TAX YEAR 23
Scope of Work (Written Reappraisal Plan)
Compliant with STANDARD RULE 6 — 8 of USPAP

Signed Certification by the Chief Appraiser as required by
STANDARD RULE 6 — 9 of USPAP

VALUE DEFENSE 24



EXECUTIVE SUMMARY

INTRODUCTION

The Jim Hogg County Appraisal District has always maintained a written
reappraisal plan. The 79th Texas legislature added the following provision to Section
6.05 of the Texas Property Tax Code in 2005. Senate Bill 1652 adds subsection (i) to
require appraisal districts to develop a biennial written reappraisal plan and hold a
public hearing to consider the plan. No later than September 15 of each even-
numbered year, the appraisal district board must finally approve the reappraisal
plan and distribute copies to the taxing units and the Comptroller within 60 days of
board approval. The law was effective September 1, 2005, and affects appraisal
districts and the Comptroller’s Property Tax Assistance Division. This document
serves as the biennial written reappraisal plan described above.

The Jim Hogg County Appraisal District (JHCAD) is responsible for the appraisal of
all classes of taxable property located within its jurisdictional boundaries. The
boundaries include all property located in Jim Hogg County. JHCAD is responsible
for the appraisal of approximately 4,973 real property parcels; 3,097 mineral
accounts; and 390 business and other personal property accounts. The District
serves 5 taxing units. Those taxing units consist of one independent school district,
1 county, and 3 special use districts, such as drainage and emergency services.
JHCAD employs an outside appraisal firm to appraise minerals, oil and gas,
utilities, and various other complex properties. Contract appraisers are also guided
by the principles set forth in USPAP and a copy of this firm’s valuation methodology
is included in the district’s appraisal manual.

In mass appraising property for the purpose of ad valorem taxation, JHCAD
subscribes to the Standards established by the International Association of
Assessing Officers. In addition, JHCAD is guided by the principles set forth in The
Appraisal Foundation’s “Uniform Standards of Professional Appraisal Practice”
(USPAP). USPAP Standards and Statements are included in this Appraisal Plan.
In appraising property for ad valorem tax purposes, the District employs generally
accepted appraisal methods and techniques. Our analysts conduct mass appraisal
utilizing the three approaches to value: the cost, market, and income approaches.

TAX CODE REQUIREMENT

Passage of S. B. 1652 amended the Tax Code to require a written biennial appraisal
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 have a public hearing to consider the proposed plan. Not later
than the 10th day before the date of the hearing, the Secretary of the Board
shall deliver to the presiding officer of the governing body 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 governing body of each taxing unit
participating in the district and to the comptroller within 60 days of the
approval date.

Plan for Periodic Reappraisal

Texas Property Tax Code Sec. 25.18. Periodic Reappraisals.

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

(b) The plan shall provide for the following reappraisal activities all real and
personal property in the district at least once every three years:

(1)identifying properties to be appraised through physical inspection or
by other reliable means of identification, including deeds or other legal
documentation, aerial photographs, land-based photographs, surveys,
maps, and property sketches;

The Jim Hogg County Appraisal District (JHCAD) receives listings of all
deeds filed with the Jim Hogg County Clerk’s office. Deeds are read and
abstracted by clerical staff in the deed department of JHCAD. Information
is recorded in the computer assisted mass appraisal system (CAMA)
software including grantor, grantee, date of recording, volume and page.
Property identification numbers are assigned to each parcel of property.

Business personal property is located by canvassing the county street by
street, using data sources such as yellow pages, sales tax permit holder lists
and other business listing publications to ensure that all property owners
are located. All businesses are mailed a rendition about January 1 of each
year. Owners are required by law to list all their business personal
property. Failure to render results in an automatic 10% penalty and a



possible 50% penalty if a false rendition is filed. Lists of commercial
vehicles are also purchased annually and these vehicles are tied to
appropriate business accounts. Renditions are also required of utility
companies, railroads and pipelines.

Oil and gas wells are discovered using Texas Railroad Commission records.
Production records are processed by a contracted appraisal firms.
Ownership is determined by records known as division orders.

JHCAD utilizes a highly developed geographic information system (GIS)
that show ownership lines for all real estate. Aerial photography is
interfaced with the GIS for an additional layer of vital information.

(2) Identifying and updating relevant characteristics of each property
in the appraisal records;

Jim Hogg CAD operates on 3 year reappraisal cycle. In 2021, all real
property in the town of Hebbronville north of Galbrath Street, including
Las Lomita’s Subdivision north of hwy. 16 will be reappraised. In 2022 all
rural properties in the County will be re-appraised, also any new
improvements within the town of Hebbronville. In 2023 all properties in the
Town of Hebbronville south of Galbrath Street, including South Fork Estate
south of Hwy 16 will be reappraised. Business personal property is
appraised each year. See Exhibit A of this plan for the proposed 2021 and
2022 work schedules. A category breakdown of properties to be appraised
within the Jim Hogg school district is also included.

Appraisers drive the county and gather data about each home, commercial
business or vacant tract. The appraisers walk from property to property
measuring the structures and noting the condition of the property and
noting any changes to the property since the last physical inspection.
Pictures are taken to capture the property’s current quality and condition.
The appraiser notes the date of the physical inspection on the field card
and that information along with any property changes is entered in the
CAMA system. The pictures are stored in the CAMA system and used to
assist the appraiser in making decisions in the office. Other data stored in
the CAMA system includes an exterior sketch of the improvement which
allows for the calculation of square footage for the building and its
components such as, garages, porches, patios, and other structures not
attached to the main improvement. Other property characteristics
maintained in the CAMA systems are components found within the building
such as bathrooms, fireplaces, air conditioning, roof type, wall heights and
exterior finish. New property is discovered using septic tank permits, utility
hook up permits and driving the county.



Rural acreage is inspected to verify existing agricultural and wildlife
management use. New applications for agricultural and wildlife
management use are inspected annually.

Business personal property is physically inspected annually. The quality
and density of inventories are determined as of January 1 and the age and
condition of furniture, fixtures, machinery and other equipment is noted. If
the appraiser’s observation differs from that of the rendition filed by the
business owner, additional information is requested from the business
owner and sometimes a value that differs from the rendered value may be
assigned.

JHCAD contracts with an appraisal firm that specializes in the appraisal
of oil and gas properties, utilities, railroads and pipelines. Specialized
software is used to determine well production, decline and economically
recoverable reserves. The reserves are appraised discounting for the time it
will take to recover them from the earth. Utility companies, railroad and
pipelines are appraised using the income approach, where the net income is
capitalized and allocating the resulting value to the various taxing entities
in the county.

See Exhibit A for proposed work schedules for each appraisal year and the
estimated number of parcels to be reappraised by property category. Also
included is a calendar of key tax year events.

(3) Defining market areas in the district;

Market sales are used to define market areas and improvement and land
schedules are developed accordingly. Because of the scarcity and reliability
of market sales in Jim Hogg County, JHCAD has designated Jim Hogg ISD
as its primary market area. Ratio studies are performed on property types
within Jim Hogg ISD to test appraisal performance and perform appraisal
maintenance on cost schedules and tables.

Market areas are also developed for land. Adjustments are determined
based on location, size, topography and other characteristics recognized by
market sales.

(4) Identifying property characteristics that affect property value in
each market area, including:

(A) The location and market area of property;

(B) Physical attributes of property, such as size, age, and
condition;

(C) Legal and economic attributes; and



(D) Easements, covenants, leases, reservations, contracts,
declarations, special assessments, ordinances, or legal
restrictions;

Each parcel of property has detailed information recorded in the CAMA
system. Land attributes consist of legal description, dimensions, zoning,
size, utilities, road access and any other special, unique or legal
characteristics are noted and used for developing schedules and defining
market areas. Each improvement record consists of a current sketch with
measurements, a photograph of the improvement and individual property
characteristics such as class, construction quality, year of construction,
roof covering and style, exterior finish, number of bathrooms, fireplaces,
heating and air conditioning, pools, out buildings and other attributes
specific to the improvement.

(5) Developing an appraisal model that reflects the relationship among
the property characteristics affecting value in each market area and
determines the contribution of individual property characteristics;

JHCAD’s computer assisted mass appraisal (CAMA) system utilizes an
appraisal model that reflects the relationship among the property
characteristics affecting value in each market area and determines the
contribution of individual property characteristics. The model uses the cost
approach to value to estimate the original cost of each building component.
Market sales are studied for improvement contributions in each market
area and adjustments to cost schedules are applied to each improvement
via depreciation and market adjustment factors.

Similar models are used when appraising apartments, commercial and
industrial properties, but market sales and income data are key
components of the valuation process for these properties.

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

JHCAD uses conclusions reflected in appraisal model resulis to construct
and maintain property classification guides identifying minimum property
characteristics typical for each property class. By utilizing sales data for
each neighborhood and market area, conclusions concerning age, quality,
condition, construction components, depreciation and other variables are
tested against the model’s results.

(7) Reviewing the appraisal results to determine value.
JHCAD tests the results of its appraisal model values (appraisals) against

market data (sales) to determine the accuracy and level of appraisal, as
well as to monitor the integrity of the appraisal model (CAMA). Ratio study



results are used to maintain and update appraisal schedules to achieve
market value appraisals. Sales ratios are performed for each property
category with Jim Hogg ISD to determine if values assigned by the model
fall within a 95% - 105% confidence interval level.

REVALUATION DECISION (REAPPRAISAL CYCLE)
The Jim Hogg County Appraisal District by policy adopted by the Chief Appraiser
and Board of Directors reappraises all property in the district on a 3 year
reappraisal cycle as required by Section 25.18, Property Tax Code.

The reappraisal year is a complete appraisal of all properties in the geographic
area; therefore both 2021 and 2022 are reappraisal years.

REAPPRAISAL YEAR ACTIVITIES

1. Performance Analysis - The equalized values from previous appraisal year
are analyzed with ratio studies to determine appraisal accuracy and
appraisal uniformity overall and by market area within property categories.
Ratio studies are conducted in compliance with the current Standard on
Ratio Studies of the International Association of Assessing Officers.

2. Analysis of Available Resources - Staffing and budget requirements for
appraisal year 2021 are detailed in the 2021 appraisal district budget, as
adopted by the Board of Directors. Existing appraisal practices, which are
continued from year to year, will be identified and methods utilized to keep
these practices current will be specified by district management.
Information Systems (IS) support is detailed with year specific functions
identified and system upgrades scheduled as necessary. Existing maps and
data requirements are specified and updates scheduled as required.

3. Planning and Organization — A calendar of key events with critical
completion dates is prepared for the district. This calendar identifies the
key events for the preparation of the appraisal roll. A calendar is prepared
and included for appraisal years 2021 and 2022. Production standards for
field activities are calculated and incorporated in the planning and
scheduling process in order to reach goals set by both district management
and the Tax Code.



4. Mass Appraisal System — Computer Assisted Mass Appraisal (CAMA)
system revisions required are specified and scheduled with Information
Systems and the district’s software vendor. All computer forms and IS
procedures are reviewed and revised as required.

5. Data Collection Requirements — Field and office procedures are reviewed
and revised as required for data collection. Activities scheduled for each
appraisal year include new construction, demolition, remodeling, re-
inspection of problematic market areas, re-inspection of the universe of
properties on a specific cycle, and field or office verification of sales data and
property characteristics.

6. Pilot study by appraisal year — new and/or revised mass appraisal
models/schedules are tested each appraisal year. Ratio studies, by market
area, are conducted using proposed values each appraisal year. Proposed
values in each category are tested for accuracy and reliability using
standardized testing procedures and ratio study statistics.

7. Valuation by appraisal year - Using market analysis of comparable sales
and locally tested cost data, valuation models will be specified and
calibrated in compliance with the supplemental standards from the
International Association of Assessing Officers and the Uniform Standards
of Professional Appraisal Practice. The calculated values will be tested for
accuracy and uniformity using ratio studies

8. The Mass Appraisal Report — Each appraisal year the required Mass
Appraisal Report will be prepared and certified by the Chief Appraiser at
the conclusion of the appraisal phase of the ad valorem tax calendar (on or
about May 15th). The Mass Appraisal Report is completed in compliance
with STANDARD RULE 6 — 8 of the Uniform Standards of Professional
Practice. The signed certification of the Chief Appraiser is compliant with
STANDARD RULE 6 — 9 of USPAP.

9. Value Defense — Evidence to be used by the appraisal district to meet its
burden of proof for market value and appraisal equity in both informal and
formal hearings if specified and tested as applicable.

PERFORMANCE ANALYSIS

In each appraisal year, the previous year appraisal year’s equalized values are
analyzed with ratio studies to determine appraisal accuracy and appraisal
uniformity overall. In its annual procedures, the district tests values by market
area within state property reporting categories. Ratio studies are conducted in
compliance with the current Standard on Ratio Studies from the International
Studies from the International Association of Assessing Officers. Mean, median,
and weighted mean ratios are calculated as measures of central tendency for



properties in each reporting category to measure the level of appraisal (appraisal
accuracy). The median ratio is the primary measure of central tendency analyzed in
each market area to indicate the level and accuracy of appraisal performance. The
district also calculated the coefficient of dispersion and price related differential in
each market area to indicate the uniformity or equity of existing appraisals.

ANALYSIS OF AVAILABLE RESOURCES

Staffing and budget requirements for tax year 2021 are detailed in the 2021
appraisal district budget, as adopted by the Board of Directors. This reappraisal
plan is adjusted to reflect the available staffing for appraisal year 2021 and the
anticipated staffing in appraisal year 2022. Staffing will impact the cycle of real
property re-inspection and personal property on-site review that can be
accomplished in this time period.

APPRAISAL RESOURCES

The JHCAD staff consists of the chief appraiser, appraiser/mapper, office manager
and clerk. JHCAD currently employs 2 registered professional appraisers. JHCAD
contracts with an appraisal firm for the appraisal of oil and gas properties, utilities,
railroads, pipelines and other industrial real and personal property. All appraisers
performing work for Jim Hogg CAD are active registrants with the Texas
Department of Licensing and Regulations (TDLR).

JHCAD appraisers are actively involved in the discovery, listing, and appraisal of
all types of property. Properties are grouped by location, type, use, quality, and a
variety of other quantitative data elements. A common set of data characteristics
on each specific type of property is observed, listed, and collected during field
inspection. Each appraiser is trained in the use of the Jim Hogg County Appraisal
District’s appraisal manual, appraisal techniques, and methodology in the use of

this information.
COMPUTER RESOURCES

Data is collected in the field and keypunch entered to the computer. The appraisal
records are maintained on data base servers. The primary storage media: power
edge data base servers. The District also employs the CD-ROM storage media on
some projects. The JHCAD appraisal software is a CAMA system (computer
assisted mass appraisal). This system contains cost and depreciation schedules that
utilize common data elements to assist in creating base values.

JHCAD contracts with Pritchard & Abbott, Inc. for appraisal administration
software. JHCAD employs the use of a server based computer network with



personal computers to form the CAD computer system. This information includes
square foot of living area, land size, age, class, construction type, and a variety of
other useful information.

MAPPING RESOURCES

JHCAD utilizes a Geographic Information System (GIS) to maintain parcel data
and maps for all of Jim Hogg County. All GIS files are stored on a server and
ARC/GIS version 9.2 is the current operating software. The Digital mapping has
been 100% complete since 2011. The District purchases Aerial Imagery every two
years. Appraisers and other staff members can perform virtual property inspections
or reviews. The software's capability allows us to locate, identify and better
understand taxable properties in our jurisdictions.

INFORMATION SOURCES

JHCAD appraisal staff and administration collect data on local and regional
economic forces that may affect value. Locational forces are carefully observed as
we find location to be the most significant factor in determining the market value of
property in our geographic area. General trends in employment, interest rates,
availability of vacant land, and new construction trends are closely monitored.
JHCAD obtains information from local realtors, mail surveys, brokers, appraisers,
and a variety of other sources, such as Marshall & Swift.

THE DATABASE

The JHCAD database was constructed from property data obtained originally from
Jim Hogg County in 1986. Data received was on-site field-inspected and revised to
create the foundation for our current database. Since the inception of the JHCAD,
this data-base has been continually updated to recognize the current status of the
property records. A variety of programs designed to discover changes that may
occur to data elements are maintained. Property inspections or drive-outs occur as
the result of information gathered during various forms of analysis. Building
permits, field review, renditions, reports of value, local news publications, tax
offices, and the public are but a few of the sources of information considered by staff
analysts during the discovery phase of the appraisal process. Information from
building permits is compiled from local taxing units, sorted, and keypunched into
our computer-assisted building permit system.

Data collection in the field requires preparation of maps, computer generated
appraisal cards, and coordination of staff. Properties are grouped by type, location,
and neighborhood prior to the start of the fieldwork. State Property Tax Assistance



Division (PTAD) property types include Residential, Multi-Family, Commercial,
Industrial, Farm and Ranch, Vacant Land and Acreage, Oil, Gas, and Mineral,
Utilities, Business Personal Property, and other Special Inventory types.

Existing appraisal practices, which are continued from year to year, are identified
and district staff is appropriately trained in order to keep their skills current. In
each reappraisal year, real property appraisal cost new tables and depreciation
tables are updated and based upon cost data obtained from the Marshall Valuation
Service (also known as Marshall and Swift). The preliminary values produced by
these updates are tested against verified sales data and adjustments are made as
necessary to fit the local market area. Income studies by commercial real property
use type are conducted and models are updated from current market data. This
includes a review of economic rents and capitalization rates from the local market,
data obtained through the ARB hearing process, and information from published
sources. Personal property density schedules are analyzed, tested, and updated
based on cost data obtained by rendition and ARB hearing documentation.

Information Systems (IS) support is detailed with year specific functions identified
and system upgrades are scheduled with the district’s software vendor. Computer
generated forms are reviewed for revisions based on year and reappraisal status.
Legislative changes are scheduled for completion and also tested through
coordination between the districts IS department in order to make these tools
available to the appraisal staff.

The Jim Hogg County Appraisal District, as well as all appraisal districts in Texas,
is specifically hindered when valuing property due to the lack of mandatory sales
disclosure. The lack of mandatory sales disclosure restricts the information that is
available to CAD’s when using the Sales Comparison Approach, especially on the
high end of the value spectrum of residential property and with regard to most non-
residential real property. The lack of mandatory sales price disclosure also impacts
values developed via the income approach by restricting the type of data necessary
to calculate an overall capitalization rate from sold comparable properties. Should
mandatory sales price disclosure become law; the district will have an additional
tool, with which to value property, which will foster further accuracy and equity in
appraisals.

PLANNING AND ORGANIZATION

A calendar of key events with critical completion dates is prepared for the district.
This calendar identifies the key events for developing the appraisal roll. A separate
calendar is prepared for appraisal years 2021 and 2022. Production standards for
field activities are calculated and incorporated in the planning and scheduling
process. This plan encompasses the normal processes carried out for each year by
the district; therefore catastrophic events or significant legislative action may have
a detrimental effect to the district’s operation and require changes to this plan.



CALENDAR OF KEY EVENTS

2021 APPRAISAL YEAR
Event Beginning | Ending
Date Date
To

Process Exemptions and Special Use Applications 9/1/2020 Certification
Create 2021 Year layer in CAMA System 9/2/2020 2/9/2021
Field Operations/Discovery Process — Appraisal Departments 9/5/2020 2/9/2021
Adopt Biennial Reappraisal Plan Covering 2021 and 2022 9/15/2020 9/15/2021
Adopt 2021 Appraisal District Budget 9/15/2020 9/15/2020
TDLR Education Courses RPA tract as necessary 10/2/2020 3/31/2021
Personal Property Renditions Mailed 12/15/2020 12/15/2020
Statutory Date of Appraisal (Unless Sept 1 granted for Inventory) 1/1/2021 1/1/2021
Preliminary Property Value Study Released 1/31/2021 1/31/2021
Full Valuation Effort-Model Specification/Calibration Included 2/12/2021 3/30/2021
PVS Protest Deadline if necessary 3/11/2021 3/11/2021
Valuation Review/Error Reports Cleanup /30/2021 4/13/2021
Send First Batch of 25.19 Appraisal Notices 4/24/2021 4/24/2021
Create Future Year Layer for GIS 2021 Plats and Deeds 4/27/2021 4/27/2021
Certified Estimates of Value Due to School Districts 4/27/2021 4/27/2021
Mail Mineral Notices 5/15/2021 5/15/2021
Turn Over Records to ARB 5/15/2021 5/15/2021
Send Subsequent Batches of Appraisal Notices as Necessary 5/21/2021 7/13/2021
Primary Protest Deadline 5/31/2021 5/31/2021
Formal Hearings Scheduled — Depending on Volume 6/9/2021 9/28/2021
Mineral Import from Vendor 7/16/2021 7/16/2021
Certification of the Appraisal Roll 7/25/2021 7/25/2021




CALENDAR OF KEY EVENTS

2022 APPRAISAL YEAR
Event Beginning Ending
Date Date
To

Process Exemptions and Special Use Applications 9/1/2021 Certification
Create 2022 Year layer in CAMA System 9/2/2021 9/4/2021
Field Operations/Discovery Process — Appraisal Departments 9/5/2021 2/9/2022
Adopt Biennial Reappraisal Plan Covering 2021 and 2022 9/15/2021 9/15/2022
Adopt 2022 Appraisal District Budget 9/15/2021 9/15/2021
TDLR Education Courses RPA tract as necessary 10/2/2021 3/31/2022
Personal Property Renditions Mailed 12/15/2021 12/15/2021
Statutory Date of Appraisal (Unless Sept 1 granted for Inventory) 1/1/2022 1/1/2022
Preliminary Property Value Study Released 1/31/2022 1/31/2022
Full Valuation Effort-Model Specification/Calibration Included 2/12/2022 3/30/2022
PVS Protest Deadline if necessary 3/11/2022 3/11/2022
Valuation Review/Error Reports Cleanup 3/30/2022 4/13/2022
Send First Batch of 25.19 Appraisal Notices 4/24/2022 4/24/2022
Create Future Year Layer for GIS 2022 Plats and Deeds 4/27/2022 4/27/2022
Certified Estimates of Value Due to School Districts 4/27/2022 4/27/2022
Mail Mineral Notices 5/15/2022 5/15/2022
Turn Over Records to ARB 5/15/2022 5/15/2022
Send Subsequent Batches of Appraisal Notices as Necessary 5/21/2022 7/13/2022
Primary Protest Deadline 5/31/2022 5/31/2022
Formal Hearings Scheduled — Depending on Volume 6/9/2022 9/28/2022
Mineral Import from Vendor 7/16/2022 7/16/2022
Certification of the Appraisal Roll 7/25/2022 7/25/2022




Jim Hogg CAD 2021-2022 Reappraisal Plan
Estimated Parcel Counts by ISD

A SINGLE FAMILY RESIDENCE
B MULTIFAMILY RESIDENCE
C1 VACANT LOT
C2 COLONIA LOTS
D1 QUALIFIED OPEN-SPACE LAND
D2 IMPROVEMENTS ON OPEN-SPACE LAND
E NON-QUALIFIED LAND & IMPROVEMENTS
F COMMERCIAL REAL PROPERTY
G OIL AND GAS
H PERSONAL VEHICLES
J INDUSTRIAL
L COMMERCIAL PERSONAL
M TANGIBLE OTHER PERSONAL
N INTANGIBLE PROPERTY
O RESIDENTIAL INVENTORY 378
S SPECIAL INVENTORY TAX
X TOTALLY EXEMPT PROPERTY
Total

Jim
Hogg

1974
21
493
42
1586
173
346
214
1578

144
269
24

1388
8252



JIM HOGG CAD ANNUAL EVENTS CALENDAR

) Event Dept/Staff Comments:
*Property Tax
January *Source-Property Tax Calendar Code
New Appraisal Year - Dept's begin working on:
Accounts flagged for review, 4th quarter building permits, and
o pick-up of Appraisal
new construction continues
° Sales Ratio Analysis begins _Appraisal |
New businesses, work sales permits, renditions & Mobile
° Home Park tenant lists
Taxpayer
. Mail & process Homestead Exemptions for new owners Info
Continue setting up new subdivision plats & ownership
° updates & map projects Mapping
*Date that values and qualification for certain exemptions are *Sections

1 determined 11.42,23.01,
(except for inventories appraised Sept. 1). 23.12
2 *Date rendition period begins; continues through April 15th *Section 22.23
Print & Mail BPP Renditions- businesses, watercraft & aircraft
Submit Ad to newspapers- Low Income Apartment Cap Rate *Sec.11.1825
Administer Oath of Office to newly elected Board of Directors BOD-at scheduled
(chosen in meeting
ARB-at scheduled
uneven yrs)& ARB Members (every year-staggered terms). meeting
Board of Directors Approve: Taxpayer Liaison Officer, BOD-at scheduled
Investment Policy & meeting
Agricultural Advisory Board
Accountant submits District's Investment Policy for approval at scheduled BOD
° by CAD's BOD. Accounting | meeting
31 *Deadline-Texas Comptroller's preliminary Property Value
° Study. Appraisal *Section 403.302




} Event Dept/Staff Comments:
*Last day for chief appraiser to deliver applications for *Section 11.44,
agricultural designation Appraisal 23.43
and exemptions requiring annual applications.
*Last day for appraisal district to give public notice of
capitalization rate Appraisal *Sec.11.1825
used to appraise property with low and moderate income
housing exemption.
February
1 ° Second Quarter Allocation letters sent to entities Accounting
° Neighborhood Adjustments begin Appraisal
15 ° Exemption verification letters mailed to entities
17 ° Submit Ads to newspapers- Taxpayer Rights & Exemptions
28 *Last day to request cooperative housing appraisal. *Section 23.19
March
1 ° Test results of Neighborhood Adjustments with Sales Ratios. Appraisal
*Deadline to file written appeal of PVS findings with the State
14 Comptroller. *Section 403.303
° Audit Appraisal work-clerical & market data Appraisal
*Section
18 ° Submit Ad to newspapers-Protest & Appeals Procedures 41.41,41.70
Submit Letter to Tax-Assessor Collectors regarding form which *Section 26.01(a)
23 ® rolls are provided *by April 1st
*Last day for qualified community housing development
31 corporations to file *Section 11.182

listing of property acquired or sold during the past year with

chief appraiser.




_ Event Dept/Staff Comments:
Event Dept/Staff Comments:
April
All
Department
NOTICES ARE MAILED. Informal Hearings begin the next day. s Set up Phone Bank
***Appraisal Review Board Members attend training classes . A
° *kx - ARB | *Section 5.041
*Last day (or as soon as practicable thereafter) for chief *Sections 25.189,
1 appraiser to mail 1.07-1.11
notices of appraised value for single-family residence
homestead properties.
*Last day for the chief appraiser to notify the taxing units of
1 the form in which *Section 26.01(a)
the appraisal roll will be provided for them.
*Last day for property owners to file personal property
15 renditions and property *Section 22.23
information reports unless they request a filing extension in
writing.
30 *Last day for chief appraiser to certify estimate of school
° district's preliminary *Section 26.01
taxable value for school districts, counties & cities and send *mail letters for
notification letters delivery
of values to each entities tax-assessor collector. before April 30th
May
All
Department
1 ® Operations Survey - sent by PTAD to be returned in 60 days S
1 ° Third Quarter Allocation letters sent to entities Accounting
*Last day for property owners to file these applications or
2 reports with the CAD: *Section 11.43

eSome exemption applications

eNotice property no longer entitled to an exemption not
requiring annual applic.

*Section 11.43

eProperty no longer qualifies for 1-d & 1-d-1 Ag use & other
special uses properties

*Sec.
23.43,23.54,23.75




Event Dept/Staff Comments:
eRailroad Rolling Stock reports *Sec. 24.32
eRequests for separate listing of separately owned land &
Imps. *Sec. 25.08
eRequests for proportionate taxing of a planned unit
development property *Sec. 25.09
sRequest for separate listing of undivided interests *Sec. 25.11
eRequest for joint taxation of separately owned mineral
interests *Sec. 25.12

*Last day (or as soon as practible thereafter) for chief
appraiser to mail notices of

*Section 25.19

appraised value for properties other than single-family
residence homesteads.

16

Formal Hearings Begin

ARB/Suppor

o konafe

16

*Last day for property owners to file renditions and property
information reports if

*Section 22.23

they requested an extension in writing. (Can be extended 15
days for good cause)

*Last day (or as soon as practicable thereafter) for chief
appraiser to mail notices

of appraised value, denial of exemptions and denial of special
appraisals.

*Date (or as soon as practicable thereafter) for chief appraiser
to prepare

appraisal records & submit to ARB.

*Sec.
11.45,23.44,23.57,

z

*Sec. 25.01, 25.22

19

*Last day for chief appraiser to count taxing units' resolutions
to change CAD's

*Section 6.061

finance method.

24

*Last day for chief appraiser to notify taxing units of change in
the CAD's finance

*Section 6.061

method.

31

*Last day for taxing units to file challenges with ARB(or within
15 days after ARB

*Section 41.04

receives appraisal records, whichever is later).




Event

Dept/Staff

Comments:

*Last day for property owners to file protest with ARB (or by
30th day after

*Section 41.44

notice of appraised value is delivered, whichever is later).

Event

Staff/Dept.

Comments

[
c
=]
1]

*Last day for religious organizations to amend charters and
file new applications

*Section 11.20 &
11.421

for Section 11.20 exemptions.

14

*Last day for chief appraiser to submit recommended budget
to CAD board and

Accounting/
CA

*Section 6.06

taxing units(unless taxing units have changed CAD's fiscal
year).

"before June 15th"

16

*Beginning date that CAD board may pass resolution to
change CAD finance method,

*Section 6.061

subject to taxing units' unanimous approval. Period ends
August 15th

30

*Last day for private schools to amend charters to conform
with Section 11.21 & file

*Section 11.422

new applications for exemptions(or within 60 days of
exemption denial, whichever later).

*Last day for CAD's to report formation of reinvestment zones
and tax abatement

*Section 312.005

agreements to the Texas Comptroller.

Reappraisal Plan submitted to Board of Directors *

Appraisal/C
A

July

*Last day for ARBs to complete review of railroad rolling stock
values for

*Section 24.35

submission to Texas Comptroller (or as soon as practicable
thereafter).

20

*Date ARB must approve appraisal records, but may not do so
if more that 5%

*Section 41.12

of total appraised value remains under protest. The board of
directors of a CAD




Event

Dept/Staff

Comments:

with a population of 1 million or more may postpone the
deadline to August 30th.

25

*Last day for Texas Comptroller to certify apportionment of
railroad rolling stock

*Section 24.38

value to counties, with supplemental records after that date.

*Last day for chief appraiser to certify appraisal roll to each
taxing unit .

*Section 26.01

The chief appraiser also shall certify the district appraisal roll
to the comptroller

IT

25 o

Secretary of CAD board of directors sends written notification
to all entities of

*even yrs
(2014,2016,,)

public hearing about Reappraisal Plan.* (10 days prior to BOD
mtg)

Section 6.06(b)

August

Appraisers begin field reviews & pick-up of new construction
for new year

Appraisal

*Last day for property owners to apply for September 1
inventory appraisal for

*Section 23.12

the next year.

Fourth Quarter Allocation letters sent to entities.

Accounting

Electronic Appraisal Report Submission (EARS) to Comptroller
(after Supp 1-annually)

*Section 5.07

Comptroller will send back report in Sept-Oct. -CAD mails
Report of Prop Val to entities by November 1st.

Board of Directors Elections-Odd yrs.- CA notifies entities of
election process.

nomination forms

sent

(*mail early in month so entities can include on September
Agendas)

15 °

Mail Approved Reappraisal Plan to entities. (every 2 years)

*Last day for CAD board to pass resolution to change CAD
finance method, subject

*Section 6.061

to taxing unit's unanimous consent.

*Last day for CAD board to pass resolution to change number
of directors, method

*Section 6.031

for appointing or both, and deliver to each taxing unit.




Event

Dept/Staff

Comments:

Submit Ad-Public Hearing for CAD Budget at Board of

*Section 6.062 *10

31 ° Directors Meeting days
prior to BOD mtg
Event Staff/Dept. Comments
Secretary of CAD Board of Directors sends entities written 10 days prior to
31 ° notification of Budget Public

Hearing during September's Board of Directors meeting.

Meeting

*Last day for property owner to give, in writing, correct
address to CAD for tax bill

*Section 33.011

(penalties & interest waived if the bill is not sent to correct
address 21 days before delinquency date).

*Last day taxing units may file resolutions with the CAD board
to oppose proposed

*Section 6.061

change in the CAD finance method.

*Last day taxing unit entitled to vote for appointment of CAD
directors to file a

*Section 6.031

resolution opposing a change by the CAD board in selection
of directors.

September

*The following years taxable value of inventories may be
determined as of this date,

*Section 23.12

at property owner's written option.

15

*Last day for CAD board to adopt CAD budget, unless a district
has changed its

*Section 6.06

fiscal year. BOD approves budget at scheduled meeting.

*Last day for CAD board to notify taxing units in writing if a
proposal to change a

*Section 6.061

finance method by taxing units' unanimous consent has been
rejected.

*Last day for CAD board to notify taxing units in writing if a
proposal to change the

*Section 6.031

number or method of selecting CAD directors is rejected by a
voting taxing unit.

16 °

Approved CAD Budget is mailed to entities.

Submit Ad to newspaper for Appraisal Review Board




Event

Dept/Staff

Comments:

Applicants for the next year

Submit Ad to newspaper for Auditor (even yrs) Depository

Accounting/

Auditor-Sect.

20 ° (odd yrs). BOD approves Admin 6.063
Depository-Sect.
in October & November meetings.* for Oct. 1st publication 6.09
October

CAD Board of Director Elections-Before October 15, eligible
voting entities may nominate by resolution one candidate for *0Odd yrs

1 ° each position on the board.* (2015, 2015, etc,)
Valuation Service Contract approval scheduled at monthly *0dd yrs

12 ° BOD meeting.* (2015, 2015, etc,)
Board of Directors interview & select new Appraisal Review *at scheduled

° Board members.* BOD meeting

Mail copy of approved Audit report to presiding officers of

15 e taxing entities Section 6.063(h)
CAD Board of Director Elections-Before October 30, Chief *deadline to

27 ° Appraiser prepares return-Dec. 16
ballot and delivers it to the presiding officer of each entitled
voting entity.*

November

1 ° First Quarter Allocation letters sent to entities Accounting

Mail Report of Property Values to Entities, TAC's & Appraisal/A | mailed 1st wk of
° Comptroller (receive in Oct. from Comptr) dmin Nov.
December

Mail Dealer Declaration forms(motor vehicles, vessels, Taxpayer Mail before

15 ° manufactured houses, Info January 1
heavy equipment, etc.)
Before December 15th, the entities governing bodies shall *Odd yrs

submit their votes for new CAD Board of Directors. *

(2015, 2015,etc)

*Source Texas Property Tax Code
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*Senate Bill 1652 passed by the Texas Legislature, 79th 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 shall develop biennially a written plan for the perfodic 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 10th day
before the date of the hearing, the secretary of the board shall deliver to the presiding officer
of the governing body of each taxing unit participating in the district a written notice of the
date, time and place for the hearing. Not later than September 15 of each even-numbered
Jear, the board shall complete its hearings, make any amendments, and by resolution finally
approve the plan. Copies of the approved pian shall be distributed to the presiding officer of
the governing bodly of each taxing unit participating in the district and to the comptroller

within 60 days of the approval date.”
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POLICY STATEMENT OF PRITCHARD & ABBOTT, INC,, ON THE
UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE

Pritchard & Abbott, Inc., (P&A), a privately held company engaged primarily, but not wholly, in the ad valorem
tax valuation industry endorses Uniform Standards of Professional Appraisal Practice (USPAP) as the basis for
the production of sound appraisals. Insofar as the statutory requirement to appraise groups (or a “universe”) of
real and personal property within an established period of time using standardized procedures—and subjecting
the resulting appraisals to statistical measures—is the definition of mass appraisal, P&A subscribes to USPAP
Standards 5 and 6 (Mass Appraisal, Development and Reporting) whenever applicable in the development and
defense of values. When circumstances clearly dictate the use of single property appraisal procedures, P&A
adheres to the spirit and intent of the remaining USPAP Standards within all appropriate, practical, and/or
contractual limitations or specifications.

A biennial reappraisal plan is, at its core, a discussion of the CAD’s intended implementation of the Scope of
Work Rule in USPAP. This plan provides general information about this rather comprehensive USPAP rule, as
well as the specific steps P&A takes in the actual appraisal of various property types per our contractual
obligations. This Biennial Reappraisal Plan should not be confused or conflated with an “appraisal manual” or
other “how-to” guide which may or may not exist within P&A for any particular property type we appraise.

This reappraisal plan discusses a few other USPAP rules that interact with the Scope of Work Rule, such as the
Ethics Rule, the Record Keeping Rule, and Jurisdictional Exception Rule. For further information regarding other
sections of USPAP, including the Competency Rule, definitions, and appraisal reports, please reference P&A’s
“USPAP report” which accompanies our appraisals and supporting documentation provided to clients per
Property Tax Code, Sec. 25.01(c) at the completion of each tax year. An appraisal season thus begins with an
appraisal plan (approved by the CAD’s Board of Directors) and ends with appraisal reports. Providing these
reports is definitely part of the plan. Likewise, much of the verbiage in the “USPAP report” is a reiteration of
the Biennial Reappraisal Plan.

USPAP defines “appraisal” as the act or process of developing an opinion of value or pertaining to appraising and
related functions such as appraisal practice or appraisal services. Valuation services is defined as services
pertaining to an aspect of property value, regardless of the type of service and whether it is performed by
appraisers or by others. The USPAP definition of “appraiser” is one who is expected to perform valuation
services competently and in a manner that is independent, impartial, and objective. USPAP Advisory Opinion
21: USPAP Compliance states that this expectation (by clients and intended users of appraisal reports) is the basis
that creates an ethical obligation to comply with USPAP, even if not legally required. Advisory opinions do not
establish new standards or interpret existing standards, but instead are issued to illustrate the applicability of
appraisal standards in specific situations.

The majority of property types that P&A typically appraises for ad valorem tax purposes are categorized as
unique, complex, and/or “special purpose” properties (mineral interests, industrial, utility, and related personal
property). These categories of properties do not normally provide sufficient market data of reliable quality and/or
quantity to support the rigorous use of all USPAP-prescribed mass appraisal development mandates (Standard
5: Mass Appraisal, Development), particularly with regards to some, but not all, of the mode! calibration and
statistical performance testing confines. However, P&A does strive to employ all or most elements of mass
appraisal techniques with regards to the definition and identification of property characteristics and model
specification and application.

Per USPAP Advisory Opinion 32: Ad Valorem Property Tax Appraisal and Mass Appraisal Assignments, in the
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interests of equity, the scope of work in mass appraisal assignments for ad valorem taxation can include
consideration of appraisal level (the overall proximity between appraised values and actual prices) and the
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 client and 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.), 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
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
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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
valorem tax purposes, accomplished in a cost-efficient and timely manner.

Per previous ASB comments under Standard 6-2(b) [scope of work... special limiting conditions ]

“4ithough appraisers in ad valorem taxation should not be held accountable for limitations
beyond their control, they are required by this specific requirement to identify cost constraints
and to take appropriate steps to secure sufficient funding to produce appraisals that comply
with these standards. Expenditure levels for assessment administration are a function of a
number of factors. Fiscal constraints may impact data completeness and accuracy, valuation
methods, and valuation accuracy. Although appraisers should seek adequate funding and
disclose the impact of fiscal constraints on the mass appraisal process, they are not responsible
Jor constraints beyond their control.”

In any event, however, it is not P&A’s intent to allow constraints, fiscal or otherwise, to limit the scope of work
to such a degree that the mass appraisal results provided to our clients are not credible within the context of the
intended use(s) of the appraisal.
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PREAMBLE

The purpose of USPAP is to establish requirements and conditions for ethical, thorough, and transparent property
valuation services. Valuation services pertain to all aspects of property value and include services performed by
appraisers and other professionals including attorneys, accountants, insurance estimators, auctioneers, or brokers.
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 entity 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 zddresses 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.

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

Standards 5 and 6: establishes requirements for the development and communication of a mass appraisal.

2 Standards 7and 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 S and 6 are assumed to be the applicable standard 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 follow
these USPAP standards if in fact mass appraisal practices have not been used to appraise the subject property.
In this case it could be deemed appropriate to invoke the Jurisdictional Exception Rule which is applicable when
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there is a contradiction between the requirements of USPAP and the law or regulation of a jurisdiction. Please
see the P&A Policy Statement on USPAP as provided elsewhere in this report for a more detailed discussion
regarding this matter.
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ETHICS RULE

Because of the fiduciary responsibilities inherent in professional appraisal practice, the appraiser must observe
the highest standards of professional ethics. This Ethics Rule is divided into three sections:

e Conduct;
¢« Management;
«  Confidentiality.

This Rule emphasizes the personal obligations and responsibilities of the individual appraiser. However, it should
be noted that groups and organizations which are comprised of individual appraisers engaged in appraisal
practice effectively share the same ethical obligations. To the extent the group or organization does not follow
USPAP Standards when legally required, individual appraisers should take steps that are appropriate under the
circumstances to ensure compliance with USPAP.

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

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

Honesty, impartiality, and professional competency are required of all appraisers under USPAP Standards. To
document recognition and acceptance of his or her USPAP-related responsibilities in communicating an appraisal
or appraisal review completed under USPAP, an appraiser is required to certify compliance with these Standards.

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
nractice;

»  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;

= mustnot use or rely on unsupported conclusions relating to characteristics such as race, color, religion,
national origin, gender, marital status, familial status, age, receipt of public assistance income, handicap,
or an unsupported conclusion that homogeneity of such characteristics is necessary to maximize value;

¢ must not engage in criminal conduct;
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s 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:

o any current or prospective interest in the subject property or parties involved; and
< any services regarding the subject property performed by the appraiser within the three year period
‘mmediately preceding acceptance of the assignment, as an appraiser or in any other capacity.

The appraiser can agree with the client to keep the mere occurrence of a prior appraisal assignment confidential.
If an appraiser has agreed with the client not to disclose that he or she has appraised a property, the appraiser must
decline all subsequent assignment that fall with the three year period. In assignments is which there is no report,
only the initial disclosure to the client is required.

resumably all parties in ad valorem tax appraisal will be aware of the ongoing yearly nature of the appraisal
assignments performed by valuation consulting firms like Pritchard & Abbott, Inc.—i.e., it will not be
confidential—so that this particular conduct instruction is more or less a moot point (regarding the three year
period discussed) if the prior service is in fact the ad valorem tax appraisals performed in previous tax years.

MANAGEMENT

The paym.ent of a fee, commission, or a thing of value by the appraiser in connection with the procurement ofan
assignmert must be disclosed. This disclosure must appear in the certification and in any transmittal letter in
which conclusions of value are stated; however, the disclosure of the amount paid is not required. Intra-company
payments o employees of groups or organizations involved in appraisal practice for business development do
not require disclosure.

It is unethical for an appraiser to accept compensation for performing an assignment when it is contingent upon
the reporting of a predetermined result, a direction in assignment results that favors the cause of the client, the
amount of a value opinion, the attainment of a stipulated result, or the occurrence of a subsequent event directly
related to the appraiser’s opinions and specific to the assignment’s purpose.

Advertisirg for or soliciting assignments in a manner that is false, misleading, or exaggerated is unethical.
Decisions regarding finder or referral fees, contingent compensation, and advertising may not be the responsibility
of an individual appraiser, but for a particular assignment it is the responsibility of the individual appraiser to
ascertzin that there has been no breach of ethics, that the assignment consulting assignment has been prepared
in accordance with USPAP Standards, and that the report can be properly certified when required by USPAP
Standardss 2-3, 4-3, 6-3, 8-3, or 10-3.

An appraiser must affix, or authorize the use of, his or her signature to certify recognition and acceptance of his
or her USPAP responsibilities in an appraisal or appraisal review assignment. An appraiser may authorize the
use of his or her signature only on an assignment-by-assignment basis.

In addition, an appraiser must not affix the signature of another appraiser without his or her consent. An appraiser
rust exercise due care to prevent unauthorized use of his or her signature. However, an appraiser exercising such
care is riot responsible for unauthorized use of his or her signature.
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CONFIDENTIALITY
An appraiser must protect the confidential nature of the appraiser-property owner relationship.

An appraiser must act in good faith with regard to the legitimate interests of the client in the use of confidential
information and in the communication of assignment results.

An appraiser must be aware of, and comply with, all confidentiality and privacy laws and regulations applicable
in an assignment.

An aporaiser must not disclose confidential factual data obtained from a property owner to anyone other than:

1. Theclient;

2. Parties specifically authorized by the client;

3. State appraiser regulatory agencies;

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

5. A duly authorized professional peer review committee except when such disclosure to a committee

would violate applicable law or regulation.

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 resuits.

It is unethical for a member of a duly authorized professional peer review committee to disclose confidential
informerior 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

AT appraiser must prepare a workfile for each appraisal or appraisal review assignment. A workfile must be in
existence prior to the issuance of any report or other communication of assignment results. A written summary
of an oral report must be added to the workfile within a reasonable time after the issuance of the oral report.

The workiile must include the name of the client and the identity, by name or type, of any other intended users,
and trua copies of all written reports, documented on any type of media. (A true copy is a replica of the report
transmitted 1o the client. A photocopy or an electronic copy of the entire report transmitted to the client satisfies
the requirement of a true copy.) A workfile must contain summaries of all oral reports or testimony, or a
transcript of testimony, including the appraiser’s signed and dated certification; and all other data, information,
and docurentation necessary to support the appraiser’s opinions and conclusions and to show compliance with
USPAP. or references to the location(s) of such other data, information, and documentation.

A workfile in support of a Restricted Appraisal Report or an oral appraisal report must be sufficient for the
appraiser ic produce an Appraisal Report. A workfile in support of an oral appraisal review report must be
sufficient 7or the appraiser to produce an Appraisal Review Report.

An appraiser must retain the workfile for a period of at least five years after preparation or at least two years after
final dspcsition of any judicial proceeding in which the appraiser provided testimony related to the assignment,
whichever period expires last.

An appraiser must have custody of the workfile, or make appropriate workfile retention, access, and retrieval
arrangements with the party having custody of the workfile, This includes ensuring that a workfile is stored in
a medium that is retrievable by the appraiser throughout the prescribed record retention period. An appraiser
having custody of a workfile must allow other appraisers with workfile obligations related to an assignment
appropriate access and retrieval for the purpose of:

< submission to state appraiser regulatory agencies;

< compliance with due process of law;

«  submission to a duly authorized professional peer review committee; or
= zompliance with retrieval arrangements.

A workfile must be made available by the appraiser when required by a state appraiser regulatory agency or due
process of law.

An appra:ser who wilifully or knowingly fails to comply with the obligations of this Record Keeping Rule is in
viclation ¢f the Ethics Rule.
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SCOPE OF WORK RULE

For ezcr. appraisal or appraisal review assignment, an appraiser must:

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

W

An appraiser must properly identify the problem to be solved in order to determine the appropriate scope of work.
The appraiser must 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:

«  -he extent to which the property is identified;

< the extent to which tangible property is inspected;

the type and extent of data researched; and

< ~hz type and extent of analyses applied to arrive at opinions or conclusions.

©

Appraisers have broad flexibility 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.

PROBLEM IDENTIFICATION

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:

+  ciient and any other intended users;

< intended use of the appraiser’s opinions and conclusions;

< ype and definition of value;

»  erfective date of the appraiser’s opinions and conclusions;

< subject of the assignment and its relevant characteristics; and
< zssignment conditions.

This inforration provides the appraiser with the basis for determining the type and extent of research and
analyses ¢ 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;

¢ zxtraordinary assumptions;

«  =vpothetical conditions;

< :zws and regulations;

- ‘urisdictional exceptions; and

< orher conditions that affect the scope of work.
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SCOPE OF WORK ACCEPTABILITY

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

< the expectations of parties who are regularly intended users for similar assignments; and
< what an appraiser’s peers’ actions would be in performing the same or a similar assignment.

Determin’ ag the scope of work is an ongoing process in an assignment. Information or conditions discovered
during the course of an assignment might cause the appraiser to reconsider the scope of work. An appraiser must
be prepared to support the decision to exclude any investigation, information, method, or technique that would
appear reizvant to the client, another intended user, or the appraiser’s peers.

£.naporaiser must not allow assignment conditions to limit the scope of work to such a degree that the assignment
results zre not credible in the context of the intended use. In addition, the appraiser must not allow the intended
use of an assignment or a client’s objectives to cause the assignment results to be biased.

DISCLOSURE OBLIGATIONS

The repor: raust contain sufficient information to allow intended the client and other intended users to understand
the scone of work performed. Proper disciosure is required because clients and other intended users may rely on
the assignment results. Sufficient information includes disclosure of research and analyses performed or not
performec. The information disclosed must be appropriate for the intended use of the assignment results.

Sufficienr iaformation includes disclosure of research and analyses performed and might also include disclosure
¢iresearca and analyses not performed. The appraiser has broad flexibility and significant responsibility in
the level o7 detail und manner of disclosing the scope of work in the appraisal report or appraisal review report.
The apora ser may, but is not required to, consolidate the disclosure in a specific section or sections of the report,
or use a particular label, heading or subheading. An appraiser may choose to disclose the scope of work as
necesseary Taroughout the report.
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JURISDICTIONAL EXCEPTION RULE

far\ &opticable 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
follows this Rule in disregarding a part of USPAP, there is no violation of USPAP.

In an 2ssiznment involving a jurisdictional exception, an appraiser must:

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

= comply with that law or reguiation;

< clearly and conspicuously disclose in the report the part of USPAP that is voided by that law or
~eguiation; 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 oreserve the balance of USPAP if one or more of its parts are determined as contrary to law or public
policy of z jurisdiction. By logical extension, there can be no violation of USPAP by an appraiser who disregards,
with oroper disclosure, only the part or parts of USPAP that are void and of no force and effect in a particular
assignmeiit 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 this action
i the epp ziser’s report.

“Law” inciudes 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. issu.2d by an administrative agency. /nstructions froma client or attorney do not establish a jurisdictional
exeepiion.

A jurisdictional exception prevalent in Texas is that appraisers are seeking to establish “fair market value” as
definsc 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 developing a mass appraisal, an appraiser must be aware of, understand, and correctly employ those recognized
methocs and techniques necessary to nroduce and communicate credible mass appraisals.

Stancards 5 and 6 apply to all mass appraisals of real and personal property regardless of the purpose or use of
such 2apraisals. It is directed toward the substantive aspects of developing and communicating competent
analysss, opinions, and conclusions in the mass appraisal of properties, whether real property or personal
property. Standard 5 is directed toward the substantive aspects of developing credible analyses, opinions, and
conclusions in the mass appraisal of properties, while Standard 6 addresses the content and level of information
requived i, 2 report that communicates the results of a mass appraisal. The reporting and jurisdictional exceptions
appliczble 10 nublic mass appraisals prepared for purposes of ad valorem taxation do not apply to mass appraisals
prepareq [0 other purposes.

£ mess agpraisal includes:

- icentifying properties to be appraised;

< dsfining market areas of consistent behavior that applies to properties;

«  iaemtifying characteristics (supply and demand) that affect the creation of value in that market area;

«  Jsvaioping (specifying)amodel structure that reflects the relationship among the characteristics affecting
value in the market area;

«  2alibrating the model structure to determine the contribution of the individual characteristics affecting
vEiE;

-nlying the conclusions reflected in the model to the characteristics of the properties being appraised;

« reviewing the mass appraisal results.

; icrional Exception Rule may apply to several sections of Standards 5 and 6 because ad valorem tax
adminisyarien is subiect to various state, county, and municipal laws.

As previc.sly stated in the P&A Policy Statement (page 2), it may not be possible or practicable for all the mass
appraisz! zrributes listed above to be rigorously applied to the many types of complex and/or unique properties
t-ar P&~ - piceily appraises. Often there are contractual limitations on the scope of work needed or required.
More nrzv2 ently. these types of properties do not normally provide a reliable database of market transactions (or
deails of iransactions) necessary for statisticaily supportable calibration of appraisal models and review of
eppraiszi -esults. Generally these two functions are effectively accomplished through annual extended review
meetings -+ taxpavers (and clients) who provide data, sometimes confidentially, that allows for appraisal
modele 15 - = 2diusied where necessary. Nevertheless, and not withstanding whether P&A implicitly or explicitly

vs ¢ revorts al. attributes listed zbove. in all cases P&A at the minimum employs tenants of “generally
epies »1avzisa! methods™ which are the genesis of USPAP Standards.

uidelines, P&A will make known all departures and jurisdictional exceptions when invoked (if an
thod or specific requiremen: is applicable but not necessary to attain credible results in a particular

The varic.s sections of Standard 5 (development of mass appraisal) and Standard 6 (communication of the mass
eonreisz! ~zsults) are briefly summarized below:
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¢ Srandard 5-1: Establishes the appraiser’s technical and ethical framework. Specifically, appraisers must

~ecognize and use established principles, methods and techniques of appraisal in a careful manner while not

car1tting substantial errors of fact or negligence that would materially affect the appraisal results and not
<. ¢ = aedible estimate of fair market value. To this end appraisers must continuously improve his or her
skills zo maintain proficiency and keep abreast of any new developments in the real and personal property
soozisal profession. This Standards does not imply that competence requires perfection, as perfection is
‘mpossiple to attain. Instead, it requires appraisers to employ every reasonable effort with regards to due
diig=nce end dus care.

7.

¢  Spzacard 5-2: Defines the introductory framework requirements of developing a mass appraisal, focusing

ar. th= icentification and/or definition of: client(s), intended users, effective date, appraisal perspective,

3 -7 work, exiraordinary assumptions, hypothetical conditions, the type and definition of value being
- -~ed (1ypically “fair market value™ for ad valorem tax purposes), characteristics of the property being
:ised in relation to the type and definition of value and intended use, the characteristics of the property’s
s0x=7. the srozerty’s real or personal artributes, fractional interest applicability, highest and best use
.2:7¢:s alor.g with other land-related considerations, and any other economic considerations relevant to the

& 3r2:cs-d 5-3: Defines requiremerts for developing and specifying appropriate mass appraisal data and
naticasle for real and nersonal property. For real property, the data and elements include: existing
-2 se regulanons, reasonably probable modification of such regulations, economic supply and demand,

“vsical adaprability of the real estate, neighborhood trends, and highest and best use analysis. For
zzi property. the relevant data and elements include: identification of industry trends, trade level,
+ a1¢ best use, and recognition of the appropriate market consistent with the type and definition of

iard 3.4: Further defines requirements for developing mass appraisal models, focusing on
sment of standardized data collection forms, procedures, and training materials that are used
s~% 4y on the universe of properties under consideration. This rule specifies that appraisers employ
: zec techniques for specifying and calibrating mass appraisal models. Model specification is the
| ievelopment of a model in a statement or mathematical equation, including all due considerations
s'ce., funciional, and external market factors as they may affect the appraisal. These models must
2020 2wy represent the relationship between property value and supply and demand factors, as represented
- itative and qualitative oroperty characteristics. Models must be calibrated using recognized
~e-x- -ues, iacluding, but not imited 0. multiple linear regression, nonlinear regression, and adaptive
=4+ 37 0. Modzls may be specified incorporating the income, market, and/or cost approaches to value and
-25ular. mathematical, linear, nonlinear, or any other structure suitable for representing the
nie aroperty characteristics such as adaptive estimation. Model calibration refers to the process of
s sers of nroperty and marker data to determine the specific parameters of a model.

rE T

& S { 5-5: Defines requiremerts for collection of sufficient factual data, in both qualitative and

' ve terms, necessary 1o rroduce credible appraisal results. The property characteristics collected
= contemporaneous with the effective date of the appraisal. The data collection program should
cu.orete 2 quality control procsdure, including checks and audits of the data to ensure current and
sorsisient records.  This rule also calis for calls for an appraiser, in developing income and expense
rs ard ceshflow projections, to weigh historical information and trends, current market factors
o ¢ sucn trends, and reasonably anticipated events, such as competition from developments either
- == 2r uncer construction. Terms 2nd conditions of any leases should be analyzed, as well as the need
“=- a4 zwtent of 2ny physical inspeciion of the properties being appraised.

o N>
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(] Stang;.a__rd 5-6: Defines requirements for application of a calibrated model to the property being appraised.
i s o' the appraiser 0 recognize methods or techniques based on the cost, market, and income
,isr improved parcels; the appraiser to value sites by recognized methods or techniques such as
3 ethod, abstraction method, capitalization of ground rent, and land residual; the appraiser to
&veil)d alue of leased fee or ieasehold estates with consideration for terms and conditions of existing
'ezse, and. when appllcable by law, as if held in fee simple whereas market rents are substituted for actual
.ot rents; the appraiser to analyze the effect on value, if any, of the assemblage of the various parcels,
=3 ‘ntevests. or component parts of a property; the appraiser to analyze anticipated public or private
+-ements located on or off the site, and analyze the effect on value, if any, of such anticipated
morzvements to the extent they are reflected in market actions.

«2.urd 2270 Defines the reconciliation process of a mass appraisal. Speciﬁcally, appraisers must analyze
ca'ts zrd/or applicability of the various approaches used while ensuring that, on an overall basis,
s of reasonableness and accuracy are maintained with the appraisal model selected (underline added
“aphasis). It is implicit in mass appraisal that, even when properly specified and calibrated models are
i some individual value conciusions will not meet standards of reasonableness, consistency, and
o723y Appraisers have a professionai responsibility to ensure that, on an overall basis, models produce
.= rcnciusions that meet attainable standards of accuracy.

N

=d §-1: Defines generai requirements of a mass appraisal written report by addressing the level of

~r.ztion recuired that will aliow the report to be non-misleading, clearly understood, and sufficiently
¢ with anv assumptions and conditions (elements of which are further detailed in the next three

-5 ofihis renort that discuss P& A appraisal procedures with regards to specific categories of property).

Sefines specific content recuired to be included in a mass appraisal written report.

Defines the certificztion of the mass appraisal written repott.

The 7>..0 ving seciions of this report discuss in more detail the various elements of the development of P&A’s
's ar.d essociated written reports as required by USPAP Standards 5 and 6, with regards to P&A
apprzisz. 57 hizeral interests, Industrial, Utility, Related Personal Property, and Real Estate.

Bienniz! kzaccraisal Plan.PRA.MIUP.2021-22.wpd (Printed 307un20) Page 16



REAPERAISAL PLAN OF MINERAL, INDUSTRIAL, UTILITY AND RELATED PERSONAL PROPERTY
PRITCEARD & ABBGTT, INC.
TAX YE2RE 2021 AND 2022

.SPAP STANDARDS 5, 6-1, 6-2: MASS APPRAISAL OF MINERAL INTERESTS

LT U CTLON

Definitior. of Avoraiszl Responsibility (Scone of Effort): The Mineral Valuation Department of Pritchard &
Abbot. inc. (“P&A™ hereinafter), is responsible for developing credible values for mineral interests (full or
fractic -2l oercentage ownership of oil and gas leasehold interest, the amount and type of which are legally and/or
v crzzzad end specified through deeds and leases, et.al.) associated with producing (or capable of
producing) ieases. 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
epply ¢ = single srocucing lease are consolidated by type (working vs. royalty) with each type then appraised
far fLi; vzl 2 which s then distributed to the various fractional decimal interest owners prorata to their individual
Type #- % I CenTege amount.

P&4 <1y -izzl clientis a governmental entity charged with appraisal responsibility for ad valorem tax purposes,

a:hou3n siaertvipes of clients (private businesses, mdnvnduals etc.) occasionally contract for appraisal services
which: wrictly for various non-ad valorem tax purposes so that no conflicts of interest are created with P&A’s
cere &2 siiorem Tax work.

DJ("A =23y mekes the assumption that, in all appraisal assignments performed for governmental entities in
g . -7 corrraciual obligations relzed to ad valorem tax , the client does not wish to or cannot legally
rzgues  voe 2ooraisal report not identify the client.

intences _sers of cur reports are typically the client(s) for which we are under direct contract. Although taxpayers
- zzts w0 own and/or represent the subject property being appraised often receive these reports either
bvizo :roes 2 zouimesy of the client or B&A, this receipt does not mean these parties automatically become
53 defined by USPAP. 4 party receiving a copy of a report in order to satisfy disclosure

W

3
-t
o
e

N
>
('1

o

' s aoes nct become an intended user of the appraisal or mass appraisal unless the appraiser
sseci + 13extifies such party as an intended user. Potential other users include parties involved in
aliuci - of vaiugtion disputes (review board members, lawyers, judges, etc.), governmental agencies which

. review our appraisals for vasicus statutory purposes (such as the Texas Comptroller’s Office) and
&3 wno mey obtain copies of sur aporaisals through Open Records Requests made to governmental

srivans

gyancise

¥ais oot of P& A’s USPAP repost is rot apolicable to any mineral or mineral interest property that an
QIrE L r appraises outside 6 P4 A’s appraisal services, in which case the appraisal district’s overall

CSEA > o st sirould be referenced.

%A az:is the Bxeraordinary Assumption that all properties appraised for ad valorem tax purposes are
W 2er223 ownership and titie to Sroperty are free of encumbrances and other restrictions that would
iu2 10 an extent 1ot obvious to the general marketplace. If and/or when we are made aware
ces. ic., these would be taken into account in our appraisal in which case the extraordinary
above would be revokec.

v 32llv uader contract to deteming current market value or “fair market value” of said mineral interests.
- vzluz is tvoicallv describad 25 va2 price at which a property would sell for if:
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o scin the buyer and seller know of all the uses and purposes to which the property is, or can be, adapted
z.-¢ of the enforceable restriczions on its use; and

5371 re Suyer and seller seek 10 maximize their gains and neither is in a position to take advantage of

.2 :xigencies of the other. [Exigencies are pressing or urgent conditions that leave one party at a

diszdvantage 1o the other.]

For ad va avem 1ax purooses the effective date is usually legislatively specified by the particular State in which
-g - tor example, in Texas ~he lien date is January 1 per the Texas Property Tax Code. For ad

W Erv o R
ursases. the date of the anpraisals and reports are typically several months past the effective date,

VEIQrET D
mere‘sy = : open e possibility thart a retrospective approach is appropriate under limited and prescribed

.= evpectations of participers in the market for the same or similar appraisal services; and
« .37 P&A’s peers’ actions wouic ve in performing the same or similar appraisal services in compliance
T USPAR

of the Airzise. Districn Other sietes in w‘.ncn P&A is employed will have similar controlling legislation,

: oles, and governmentz| entities. P&A is responsible for appraising property on the basis of its fair
of e stated effective date January 1 in Texas) for ad valorem tax purposes for each taxing unit
,.L vaicrara taxes on prepeity in sne contracted Appraisal District. All mineral propemes (interests)
aity. The definition o7 Fzir Market Value is provided and promulgated for use in ad valorem
,) :.P e Texas Pronerty 7zx Zode, and therefore as a Jurisdictional Exception supercedes the
cer velue” as found in USPAP definitions.

N ™
3 '»
m -
i,. s
r r)

T £nO NOT THE Q'L OR TAS MINERAL ITSELF, PER PROPERTY TAX CODE SECTION |.04(2)(F).

T GAS RESERVES TERTANLY HAVE VALUE, THE FACT IS THAT IT IS THE INTERESTS IN THESE
T ARE BOUGHT ANC $C_3, NOT THE MINERALS THEMSELVES. THE SALE OF MINERALS AS THEY
AEEE ”raf\c*so FROM THE SUBSURFACE OF THE LAND WHERE THEY RESIDE AS MINERALS IN PLACE
o T0.ET.ZESY THE MTEREST 443 THUS GVES THE INTEREST ITS VALUE. WHENEVER P&A REFERS TO
= OR IN ANY OTHER SETTING, IT IS THE MINERAL INTEREST, AND NOT
THAT 'S T SUSIECT OF THE REFERENCE.

- ERTEIRTIES” IN THISRESSP

s the principals of the International Association of Assessing Officers
s zooraisal pracviczs znd orocedures. P&A also endorses, and follows when possible, the
2y the Anwraisz: Teurdation known as the Uniform Standards of Professional Appraisal
.2 all cases where T2 AT a:td/or USPAP requirements cannot be satisfied for reasons of
ncy, P&A subscribes te “generally accepted appraisal methods and techniques” so that its
credible and defenasnie, P&A submits annual or biannual contract bids to the Appraisal
7 Direcrors or the Office 67 the Chief Appraiser and is bound to produce appraisal estimates on

s within the cost cersrzims of said bid. Any appraisal practices and procedures followed by
aetined orallowad thre 22k |AAO or USPAP requirements are specified by the Texas Property
- specific request or direction of the Office of the Chief Appraiser.

soulremenis: P&A =ndors

cs
A

rl. ‘
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ADpraisi. Resources

KT The viirerz: Valuation Division staff consists of competent Petroleum Engineers, Geologists, and
Aopre! ali personnel are Registered Professional Appraisers with the State of Texas, or are progressing
towards tnis designation within the aliowable time frames pr&scnbed by the Texas Department of Licensing and
Fagu zen “TDLR) and/or other licensing and regulatory agencies as applicable.

roperfy acom.mor set of data characteristics (i.e. historical production, price and expense

rious sources 2r.d ziiterad into P&A's mainframe computer system. Historical production
vailable through sizi2 agencies (Texas Railroad Commission, Texas Comptroller, et al.)
her format and repackage such data for sale commercially. Each property's characteristic
uter-assisted mass zppraisal approach to valuation.

The mainframe svstems zre augmented by the databases that serve the various in-house
ssiicazions on deskiop personal computers. In addition, communication and dissemination of
atherinformarion is avz’labie to the taxpayer and client through electronic means including internet
s2ons-1inz connectivity. The zppraiser supervising any given contract fields many of the public’s
uestions v rédirecis them to the proper department personnel.

Vel JaTON APPROACH (MOLEL SPECIFICATION)

e ’:‘}\e valuation of oil 214 gas properties is not an exact science, and exact accuracy is not
BT y “actors. Neverthsiess, standards of reasonable performance do exist, and there are usually
uring and applving :nese standards.

-z subject te deriecion. and capital investment must be returned before economic exhaustion

2l *ese*ves) Ths exzrainetion of petroleum properties involves understanding the geology

g and non-vrcaucing). type of reservoir energy, the methods of secondary and enhanced
and the sur%.2: wezrmernt and marketability of the produced petroleum product(s).

zomrinuous process; the value as of the lien date merely represents a
cineral interests derived from sale of minerals to be extracted from
=uzrion in the open market, changes in extraction technology, costs of
es SLcn as the ‘-f-a.‘:u,e of money.

of cost darz .» & zppraisal for market value is based upon the economic principle of

sroach typiceily ceri s vzlue by a model that begins with replacement cost new (RCN)

:ation in ali its rorms \pnysu,al depreciation, functional and economic obsolescence). This

o I sly 70 oil ana gas nranerties since lease acquisition and development may bear no relation

S, Tho 1cb very useru *n the appraisal of many other types of properties, the cost approach is not

:tizeble 72 mineral properties. [ eep in mind that the property actually being appraised is the mineral

snd gzs resersas themseives. Trying to apply the cost approach to evaluation of mineral

ing w0 apoly the cos: anprozen 1o land; it is a moot point because both are real properties that

piaceable.] As 2 genera! rule, and for the reasons stated above, Pritchard & Abbott, Inc.,
cest apnroach r ta: anoraisal of mineral interests.
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N.aris. = aocoach:  This approach may te defined as one which uses data available from actual transactions
rzcorcel mthe marl@t olace itself: i.c.. sales of comparable properties from which a comparison to the subject
ToonEn e ne ~zde. Ideaily, tnis approach’s main advantage involves not only an opinion but an opinion
zc:ua. spending of money. Although at first glance this approach seems to more closely
asoe x5 of fair market value per its classical definition, there are two factors that severely limit
“a¢ raarket appreach for 2opraising oil and gas properties. First, oil and gas property sales data

< /in non-disclosure states cuc‘1 as Texas); consequently there is usually a severe lack of market
“fyrmesn 1.~g1L.>tat sticel ar.2ivsis. Second, all conditions of each sale must be known and carefully
= s:r2 ane does have a comparative indicator of value per fair market value perquisites.

¢
&
'(l

a :.

n these properties do change hands, it is generally through company mergers and acquisitions

< in addition to oil and g 23 reserves are involved; this further complicates the analysis whereby
nrce “"sr e allocazed i¢ w2 iadividual components - a speculative and somewhat arbitrary task
oil and gas vronerties, a scarcity of sales requires that every evidence of market data be
f. ane. yzed. Factors reiziive 10 the sale of oil and gas properties are:

st sroduction and estimared ceclines forecast by the buyer;
: p*c'nebie anc poTenIiar JZCErves:
K ¢ znd legal inforrmartiz - which defines privileges or limitation of the equity sold;
- r2y210mEd 3oTent a' sucsn as secondery recovery prospects;
«  groximity 1o Other production alrezdy operated by the purchaser;
soviggendies ..nd other casn ec uivaiznis; and
coers such es size of sueperty, gravity of oil, ete.

1) trese factors are -velizble for analysis, the consensus effort would be tantamount to
zpproach 1o vaive {or irving to duplicate the buyer’s income approach to value), thereby
T mo"c)am somewher maor in its applicability. As a general rule, and for the reasons stated
S siaborg, Ine., ravely :mpioys a rigorous application of the market approach in the
. 87 Hizerd: LITeresis.

: T3 approach to /alus most readily yields itself to the appraisal of mineral interests. Data

- whereby a mod2! cer. o= created that reasonable estimates a future income stream to the
“w2 inzome may thea se converted (discounted) into an estimate of current value. Many refer
izlzesicn method, beca.ss capitalization is the process of converting an income stream into a
As with any mez104. the final value is no better than the reliability of the input data. The
- 'S that peopls Hure 1zse the vroperty for the future income the property will yield. If the
sracfeny resicual vz. ie after the cessation of oil and gas production, that value should also
.83 CCMDCNENTS 202 2130 seing 2ppraised).

Tescszeonoreoschatstould be used s tre expected future net income. Assumptions of this method are:

= znc expenses a'e act z ~orsideration, except insofar as they may be a guide to estimating

2 ored L.»,u'lg life as wa.l 25 1ag reserves (quantity of the minerals) are estimated for the property.
ot in1am2 b less valuabie tharn oUrrent income, and so future net income must be discounted to make
cIiivzient i the oresent ‘ncome. This discount factor reflects the premium of present money over
LR IIEy Lz, Merestrite IIV, ,,:‘;ii'y_ investment management, and risk.

O

%0, PR AMIUP.2021-22. w100 [ Prirced 30Jun20) Page 20




SLAN OF MINERAL, INDUSTRIAL, UTILITY AND RELATED PERSONAL PROPERTY
B2CTT, INC.,

23Z4 AaD 2022

ag# zelertd z-uie, o for the reasce:s siaied above, Pritchard & Abbott, Inc., relies predominantly on the
incorac 2o rozen to value in the anpraisal of mineral interests.

DAty LOLLoECTION/VALIDATION

The main source of P&A’s proverty data is data from the Railroad Commission of Texas as
:s. Asamonthly activity, ine data processing department receives data tapes or electronic files
¢ 23d new well and production data. Other discovery tools are fieldwork by appraisers,
srators. nforrarion from chief appraisers, tax assessors, trade publications and city and
Otaer members of the public often provide P&A information regarding new wells and other
: d ™ property vajuaticr.

* Aata -0 obrain is 132 ownership of these mineral interests. Typically a mineral lease is
~w2d with s2veral i¥ 1ot many owners. This information is typically requested (under a
ity concernirg cwners’ personal information) from pipeline purchasers and/or other
erzrors) who have e responsibility of disbursing the income to the mineral interest owners.
W, Vrsmp informzzicn is tarough the taxpayers themselves who file deeds of ownership
sond with P& A or e 2opraisal district directly.

ti ures: Electronis and fietd data collection requires organization, planning and supervision

Zata collection proczdires for mineral propemes are generally accomplished globally by

soouction and wrinz aztz Far the entire state is downloaded at one time into the computer

z:e2 indi \/'duﬂ'/ garna r =nd record svecific and particular information to the appraisal file

- 2,5 SErves 25 Tne basis fortae valLation of mineral properties. P&A is divided into four district offices

o ~aphic aress. Zz7r o-Fee has a district manager, appraisal and ownership maintenance

7 26 aporoprizie. v-n'i2 ovarzil standards of performance are established and upheld for the
=5, Juaiity 0F dzzz ¢ 2mphasized as the goal and responsibility of each appraiser.

“

i .- D0 aNa VSIS (MODZEL CALIBRATION)

2sen ecu,]es or dlscounted cash flow software are annually made and

er .nput to check the correlation and relationship of such indicators
erret of Rezzp ce; Dorlars of Value Per Daily Average Barrel Produced; Dollars of
c=d; Years Payout of Purchase Price (Fair Market Value). Ina more
oo - valuzs by P&A's income approach to value is tested against actual
stisrs and verifiable details of these transactions are disclosed to
- 5= enaiyzed for meeting all requisites of fair market value definition.
seivnared to industry benchmarks for reasonableness before being

DDl el Sl VT REVIEW PROCEDURES
EiLES s ‘-e\r’v*‘*i severa. “mes in the appraisal process. P&A's discounted cashflow

nerk indicators that the appraiser reviews concurrent with the value
.3 ine appraiser to reevaluate some or all of the parameters of data
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SLAN OF MINERAL, INDUSTRIAL, STILITY AND RELATED PERSONAL PROPERTY
ABBCTY, INC.

23 aND 2022

: % value more incicative of industry standards. Examples of indicators are dollars of value
servs, vears payour. sic. i1addizion to appraiser review, taxpayers are afforded the opportunity
c=2 values, eitner oetore or after Notices of Appraised Value are prepared. Operators
wa “QA's appraisers o revisw parameters and to provide data not readily available to P&A

-5 o1 coramercial sources, such &s individual lease operating expense and reserve figures. And of
rgo2ny valiuss are subject w3 review through normal protest and Appraisal Review Board procedures,

\/
e

2 extension of .2 OTFice of the Chief Appraiser.

of sarf3:mance of properties appraised by P&A is conducted by the State of
i5ce througr t-e annual Property Value Study for school funding purposes. This study
¢ ¢7 uniformity and tne median ievel of appraisal for mineral properties. School jurisdictions
. =c appeal any o-e/iminary findings. After the appeal process is resolved, the Comptroller
findings of i.e stuay, including in the report.the median level of appraisal, the coefficient
=median leve: o7 2 > 27a’se) and any other standard statistical measures that the Comptroller

—
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‘SiL PLAN GF MINERAL, INDUSTRIAL, UTILITY AND RELATED PERSONAL PROPERTY
> & ABBOTT, INC.
£ 2521 AkD 2022

JSPAP STANDARDS 5, §-1, 5-2: MASS APPRAISAL OF INDUSTRIAL, UTILITY
AND RELATED PERSONAL PROPERTY

Deiinincon ol Appraise] Responsibiliyv: Tz Sxgineering Services Department of Pritchard & Abbott, Inc. (P&A)

1
i cessoiicle Sor aeveioping fair anc uniform market values for industrial, utility and personal properties.
Bion s oirel ciieatis 2 governmentai eniity charged with appraisal responsibility for ad valorem tax purposes,
e.rnougn taer tvopes of clients (privete businesses, individuals, etc.) occasionally contract for appraisal services

tiv for vajous non-z valsem: 7ax purposes so that no conflicts of interest are created with P&A’s

R

wnorEs worl

T eeshy ms cas (e assumption thet o1 all appraisal assignments performed for governmental entities in

-catraziual obligations rers-ed 1o ad valorem tax , the client does not wish to or cannot legally
o.2:32] »enort not idenii® the slent

eport; are typice:ly tae clieni(s) for which we are under direct contract. Although taxpayers
.vr, and/or repres =n: The subiect property being appraised often receive these reports either
-=sv of the cliznt or -& 4., this receipt does not mean these parties automatically become
ity receiving a copy of a report in order to satisfy disclosure
aea user of the appraisal or mass appraisal unless the appralser
such party ¢s ar intended user. Potential other users include parties involved in
:97% sn disputes (r2visw nozrd members, lawyers, judges, etc.), governmental agencies which
. i oo eppraisals for vesizus sterutory purposes (such as the Texas Comptroller’s Office) and
~2:wre 5wy obtzin eosiss of sur sprraisals through Open Records Requests made to governmental

e net

fthis repor. | i~ corjunction with any attached or separately provided P&A-generated
i ~ical practice™; i.e., it satisfies a level of work that is consistent with:

f: anicip- - the market for the same or similar appraisal services; and
ctions wouil o¢ ‘n performing the same or similar appraisal services in compliance

 ppiicable to any Industrial, Utility, or related Personal Property
F D& A’s appraisal services, in which case the appraisal district’s

5 USPAP repar is »
LT ADDREISES 2

#OLTL Do veizrzncs

a that all properties appraised for ad valorem tax purposes are
soerty are free of encumbrances and other restrictions that would
25D -.1e general marke*place. If and/or when we are made aware

5 "‘161"’;.,'
acr"‘
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WENERAL, INDUSTRIALL, ¢ TILITY AND RELATED PERSONAL PROPERTY
ZNC.

o
SN

A is responsisie for 2opraising property on the basis of its market value as of January 1
=+ purposes for each taxize anit that imposes ad valorem taxes on property in the contracted
4.} 1dustrial, utility zna sersonal properties are reappraised annually. The definition of Fair
=d and promuigatzd for use in ad valorem tax work in Texas by the Texas Property Tax
as a Jurisdicticnsi Sxception supercedes the definition of “market value” as found in

721w penerally accepted and/or recognized appraisal practices and when
i21.2. Association of Assessing Officers (IAAO) regarding its appraisal
: D& LA, WEED 21 cr.b e, also SL.bSCI'lbeS to the standards promulgated by the Appra:sal

o1 Hids 16 the Ozf.ce or‘ 1ae Chief Appraiser and is bound to produce appraisal estimates on
“zain Twe cost constraints of said bid. Any appraisal practices and
‘ ‘.eﬁ ned through IAAO or USPAP requirements are specified by the
¢ request or direction of the Office of the Chief Appraiser.

are mersenal 'grc._“ae

ices Denz-ners end P&A’s appraisal staff consists of appraisers with degrees
i srsonnel are Registered Professional Appraisers with the State of
1ation as prescribed by the Texas Department of Licensing and

00 t vear of acquisition, quantities, capacities, net operatmg

.strial. utility and personal property is collected from various
o3y or computer files. Each property's characteristic data drives
pproach to valuation.

N s2 = ~uzar system is composed of in-house custom software augmented
R LR T 3€8 .7t apolications on personal computers (PC). P&A offers a variety
CTSevart. rorn o v proosrmy oweers +o0 oublic entities with information services.

“1

Vil TUIN SPPRIACH (MO

C)

38 S2ICIFICATION)

- revenation oA .. .oty and personal properties is not an exact science, and exact
6.0i2 QUE TO many “Ecto.s. Thase are considered complex properties and some are considered
:roperiies. Neverineiess, stancaras of reasonable performance do exist, and there are reliable

2o 8T apslying et ster Iuds

=2, 7t 2nd personal property relies heavily on the discovery of the
- appraisal techniques. The property is subject to inflation and
| =7 nswrel end ersonal property involves understanding petroleum,

: ‘:::i ~sr industry processes along with a myriad of other industrial
uy foliows either the specific industry or the general business
: =s understanding telecommunications, electrical transmission

--3aﬁ industry. Utility properties are subject to regulation and

cozE T ozatrical pOwern 1T

o~ A
PRpRG:
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'F VINERAL, INDUSTRIA.. CUILITY AND RELATED PERSONAL PROPERTY
B _k\C.

The sxamineton of atility property involves the understanding of the present value of
«:21EC enviromr.ant

~

- of industrial. iy end personal properties is to appraise all taxable property at "fair
‘e Kas D*opem Tex Coae defines Fair Market value as the price at which a property would
svevzilir.g market conditions if:

“1-. = reasonable time for the seller to find a purchaser,
o “2}i the uses and purposes to which the property is adapted and for
r 12 enforceable restrictions on its use; and

:ize their gains and neither is in a position to take advantage of

v, and Personal Property

. en appraisal for market value is based upon the economic principle of
v zpplicaole to the appraisal of industrial and personal property and some
-ais method. tnz market velue of property equals the value of the land plus the current cost
- -=’~c* 23 :':*- 2 ar iaventory of the plant improvements and machinery and

neciing each facility every year. As a general rule, and for the
.2, reiies predominantly on the cost approach to value in the
“ropery.

i

as one that uses sales data available from actual transactions
‘ ;el iimit the usefulness of the market approach for appraising
- <a¢ property sales data is seldom disclosed; consequently there
2i 1?9]3 for meaningful statistical analysis. Second, all conditions
o be sure one does have a comparative indicator of value.
it is generally through company mergers and acquisitions
ol .niustrla], utility and personal property are involved. The
ges and hindrances to the process of allocation of value to the

Ll:

2.8 o these properties are:

=: tarms of sale, cash or equivalent;

;- wmerzed by the purchaser; and

217 .i. the property.
:=ove, Pritchard & Abbott, Inc., rarely employs a rigorous
-zisal of industrial, utility, and personal property.

=+ o rzadily yields itself to all income generating assets, especlally
e¢ 3 zveilable from annual reports submitted to regulatory agencies

-.zc 20Jun2C. Page 25
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LINERAL, INSUSTRIAL, UTILITY AND RELATED PERSONAL PROPERTY

ce company ov this mer 1od is sometimes referred to as a Unit Value. Many refer to this
ir2d, because ce sitE. iza ionl is the process of converting an income stream into a capital sum

. o <. vethod, the fra. valus estimate is no better than the reliability of the input data. The
no&r. il assampiion is that peopls pucra & the property for the future income the property will yield.

vaizztion model is the expected future net operating income after
-13r1s Tor Federal Income Taxes may or may not be required).

U:

SrETINCOT arz z considerstion, insofar as they may be a guide to future income, subject

® c:“ zar pe estimated.

socaucton. reveruss znc expenses can be accurately forecasted. Future income is less
. current incoms. and ! s¢ future net income must be discounted to make it equivalent to the
12, This discoar fzoier refiects the premium of present money over future money, i.e.,

i .rienagement, and risk.

e sroman

SRR ,':Z..IC;‘.Y‘\’, invesmien

sove, Pritchard & Abbott, Inc., employs the income approach

-ry only when quantifiable levels of income are able to be
ubtect sroperty. P&A does not employ the income approach

4's sroperty data for industrial and personal property is through
/puolicly available schedules developed on current costs. Data for
'T. =c by the taxpayer or is otherwise available at various regulatory
urilities Commission, FERC, et. al.). Other discovery tools are
‘or from chiefappraisers, renditions, tax assessors, trade publications
- sems of the public fien provide P&A information regarding new
=7v valuation.

AP
012

“#17 2372 collection requires organization, planning and supervision

s rave been established for industrial and personal properties.
.2~z rzinframe system. where customized programs serve as the basis

serscnzl properties. P&A is divided into multiple district offices
‘ce has a district manager and field staff. While overall standards
vzrious district offices, quality of data is emphasized as the goal
. P%A’s Engineering Services Department provides supervision
;1 ~zaining uniform and consistent appraisal practices throughout

MERte

)
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CAERAL, INDUSTRIA. <TILITY AND RELATED PERSONAL PROPERTY

WAL= L ON AN AL YSIS (MOBEL CaliSRATION)

e eF ez riges oy P&A’S ircoime enc cost approaches to value is tested against actual market
zpd «w‘f" abie details of the transactions are disclosed to P&A. These
<isites of fair market value definition. Any conclusions from this

r-2xizs before being incorporated in the calibration procedure.
end “ppraxsal software are annually made and then tested for

.7.2s in the appraisal process. P&A's industrial, utility, personal
ar;ord the appraiser the opportunity to review the value being
eveluare some or all of the parameters of data entry so as to arrive

=vamples of indicators are original cost, replacement cost,
-ion rate, etc. In addition to appraiser review, taxpayers are
- ,alues either before or after Notices of Appraised Value are
s -2 atinely meet with P&A''s appraisers to review parameters and
- ~c..gn puolic or commercial sources, such as investment costs and
. eeaperty values are subject to review through normal protest and
¢ - zoing as a representative of the Office of the Chief Appraiser.

¥

*+---zz of ~roperties appraised by P&A is conducted by the State of
5. >roperty Vaiue Study for school funding purposes. This study
;2vel of appraisal for utility properties. School jurisdictions
-z “.ndings. Afterthe appeal process is resolved, the Comptroller
~z..4ing in the report the median level of appraisal, the coefficient
<z, 2 dany other standard statistical measures that the Comptroller
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