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Appendix A
APPRAISAL PLAN BY YEAR

Land Company Abstract #
Tanner Land Company 20,314
Tisdale Development Company 11
C Tisdale { Sonny’s Place) 8
Trails End Estates 124,1272,1233
Two Mile Estates { Pine Branch Hollow Il } | 11,502
Village Creek Estates 482,650
Wakefield Land Company 2
Ward Estates 1366,432,741
Wayne Land Company 1357,535
Bert Wheeler Inc. 436
White Land Company 1148
Wilson Estates 161,653,29
JG Wiseman 990,534

Buffalo Independent School District

831 Land Company

165,343,548,704,709,116

Allbritton Land Company 696,391

B W Land Company 59,455

Neal Barker 671,698,92

Bliss Land Company 463,1096

Boyd Land Company 791

€ T Land Company 669,1175,1084,1149,1280,423,424

Cadenhead Land & cattle

59

Caldwell Land Company

$20,914,925,1092,260,451,153

Campbell Land Company

103,173

Castles Land Company 811
Centerville Land Company 796

Cedar Creek Estates 359

J D Coburn Estates 211,271,1104
Woody Land Company 1162,1426
William R Coffey 1087

Copper Creek Land Company

138,392,393,623,725,834,1029

Country Place

914,987,1432

Crow Land Company 544,348

Crowder DC & Bennie 954

Deertand Acres 134591

Detroit Pecan Qrchard 1151

Duffy Land Company 1064

FM 1618 Land Company 628,271,998,1020
FM 2539 Land Company 395,734,1183

Flo Land Company 424,425,432
Garland Road Subdivision 455

Fort Boggy Land Company

135,1134,1151,476
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Appendix A
APPRAISAL PLAN BY YEAR

Land Company Abstract # f
. Gulf Land Investments 1 369,59 .
 Hales Acres 287,923
| Harper Land Company 291,250

Hays Land Company 734 o
| AC Heil el . JIELMSY. - |
| ACHeil 248834 - 1'

AC Heil B 390,392 i

Wayne Heil - 622 949

| Highway 75 Land Company 184 241 919 e,

| Mary Holl_o_v_viyis__tates | 1089,505,705 |

| Tom G Holmes Subdivision ' 700 - - |

Tom Hoimes . 820,827 - - |

| Tom G Holmes | 293,673,169 - ]

Hope Land Company | 2!_3_7 o S —]
B J K Land | Company 394 - P

Jackson Land Company | 123 1

l_'J__enn-ufer_Lan_d_(_:ompany

| Jewett Land Company

Keechl Creek Wildlife

Keechu Land Compa ny

-r Dawson L King Estates
K|rkwood Land Company

| Knox Subdivision

| Viola Lee

_ﬂT Land Company
Mogourik Land Company

| Helen Tinsley Miller ETAL
Moore Estates

| M Mullenax Land Company
Lloyd Murff

i-i Neal ETAL

_Bob Salley Real Estates

| Pace Land Company

Newel Parker

| Shelley Pate n

Pine Hill Estates 1, 2 3

Pleasant Springs Land

Prasifka Land Company

Richardson Land Company

Robinson Land Company

Rusself Land Company

| Shady Oak Edition

165

[ 817,953

1 o77,105
884,894

479, 999 1112, 1122 1311
'267,1031,45,1338
99

261
1087
479

Ao A

157,1314,607
135,476,1151,1134
997

: 834,248
[ 791,353

360,921

866
1317,77,134,1158,634,220,1345,414
541

1108,1376

1108

1103
1060

767
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|_Granada Land & Cattie
| Grant Land Company 1,2,3

Appendix A
APPRAISAL PLAN BY YEAR
Land Company Abstract #
| Smith Land Company 185 -
| Steef Land Company | 820 .
 Winnie Taylor Estates | 1076,1292,1283,1291
| Tisdale Development & | 218,515 - |
l: Tittle Land Company _ _ i T on ) N |
Weeden Land Company 1 392,393,463 o ) ]
Whatley Land Company 432 o - 1
Wheelock Land Company 372,373,404,607,915,929 - i
Whltehorn Land Company 590,391,395,1231,527
| T R Williams Estates B 1216, 1248 B
Oakwood Independent Schoo! District |
6RS Ranch - ] - R +
Carter Ranch 483 S N
| CIT Land Company - 31,32 ) ]
| Coffey Land Company 474,32,343,145,727,1116,704 |
| Coffey Land Company 832,343,727,165 -
Duncan Hill Land Company 198,676 )
| Tisdale Development _ 1 782,982 -
Oakwood Land Company 1103,58 S .
| Sue Oats Estates ] 982,1062,108,970,677 j
| Peler Switch Land Company | 1103 o .
John Thomas Ri Rlchmond ETAL 663
Rockmg R Land & Cattle 67,175,809,1166 o
_§|_Iverbrook Ranch 23 S
| Southern Pine Land Company 1 692 3=
| St Paul Land Company 483 o
Texas Parks & Wildlife Blasingame Land | 756,504,384 S
Tlsdale Development Company 782,982 N
Tn_g_n_t_yﬁ River Land Company 340 o
| 542 Lana Company 1 483
Leon Independent School District
| 4Cs Land Company 121,205
| Barkley Land Company _ 12
| Brushey Creek ' | 597,543 ]
| Carrington Land Company 112, 166, 543 )
Cates Land Company - 100 918 776 |
[ éenderra Corporation 1222 -
e —
Chanev Lake o +i____ o ]
| Dorsey Land Company B 49397 o e
Ethertdge Land Company 537

L5397
|17,206,586,699
| 230,235,437,619,701,267,234,

A-6
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Appendix A
APPRAISAL PLAN BY YEAR X
Land Company Abstract #
| The Hills o [ 1396,1379 )
Roy Hull Subdivision B 12619
| }M Land Company 902 255
i Jewett Land Investment | " 365
Jewett Land Company ( HT Land i 356
| Company) s o
| James J Johnston 1325 - ,._,1
Flohnston Land Company 1 . 918,253,786,787 o |
Terry Keeting (33 - - |
_John R Knight 253,780,786,787 |
| Knight Ranch J 17 o
| Lakeside Viflage Phase 1 , 19 s e e
| Lakewood Shores 19 S
| Lanier Point }19 e ]
| Mandy Land Company 54537 - -
| Mike Land Company . 120,121, 906
Mm Creek tand Compér;v____ 5| 12 o |
| 80 Murff subdivision 865 S
| Bonner Murff Trustee 880 I
| Lloyd Murff Subdivision Hwy 7 1222
{ Neyland Land Company L 325,880 )
_Oehler S ) 909,900 R —
Oak Tree Estates Allen Helmcamp {_9_}5 o S _
I  old Bowling Land Company { 35_2,_7_58 = e
' Robbins Land Company 2 sy :
| Robbins Nest 1 222 o
__Rol_ﬁng Country Estates 1 1379,766,96,120,121,1287
 Rumfield Estates 19
| Scenic View 419
| Seaburg 1 Land Company . 946,1352,78,285,627 o ivia a2
| Seaburg 2 Land Company 437 ,285,78,946,322 ]
Shadev Oaks { Robinson Land Company_i R,
| SkyViewRanch | 7?8 159,905 '
Souther Trust 12, e .
PMStandley 127,126
TCAcres e e 119
T) Estates - 119
1’7 &y Land Company | 325,880
{ Tre Trent Turner ETAL | 739
_lA_I_a_[fwood Subdivision I 19
Brent & Estelle Watson Estates 206
| Wheeler Land Company 432
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Appendix A
o o _ APPRAISAL PLAN BY YEAR o
" Whitney Smith 12,25 B
tand Company Abstract #
Normangee Independent School District | - R
Central Texas Land Company 221 o
Creel Land Company .26 o
Crow & Ginn Lland Com_pahy , 162 o
Dennis Land Company 1 6 - |
8 T Donahoe I 31 |
| Donahoe Land Company : 615 o
| Donahoe Land Company ' 896
f Ece Economylnvestments | 609,611,615 1
{ Richard Eliison Land Company ' 30 ]
Fe;_gl_n Land Company | 167 ) |
{ Flynn Land Company | 612 o
En_n__L_a_nd Company | 162 B |
A CHeil | 2 i
| Highway 3 Land Company [ 1198,740,162 - -
HWY 39 Land Company o | 609 ' o o
K X € Estates Tisdale Development - p— - -
_Lockhart Land Company | 846,1318 S 1
'_Martln Land Company 121 ,...__m - -
 McKinney Land Company |48 ki
Bonner Murff Land Company 26 - o '
Pigeon Roost Linc_i Company 30,167 - ]
| StatelandCompany 380 - - "
_ Spanish Grant 30 I N
Sugar Loaf Hills { Flynn Land Company ) | 167 o
| Wlllomore Corporataon (Df___l_&lfp{d_) _____ | , 662 1
.r thdsong Convalescent 69,845,175,465,9

{
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APPRAISAL PLAN BY YEAR

Lakes

APPRAISAL PLAN YEAR 3 - Municipal Residential — Commercial Market Areas & Hilltop

Cities of Leon County ---------- See Appendix

“ B"

Page B-6

City of Centerville

.............. See Appendix “8” Page B- 7

City of Marquez ---------+------- See Appendix "B” Page 8- 8
City of Normangee ------------- See Appendix “B” Page 8-9
City of Oakwood ---------~--+--- See Appendix “B” Page 8-10
City of Buffalo -----—---—------ See Appendix “B” Page B-11
City of Jewett ----—-----eeeeees See Appendix "B” Page B-12
Hilltop Lakes -------------ceeenee- See Appendix “B” Page B-13

NOTE : Including all Land Companies and Subdivisions within the city limits
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ADDENDUM B

2023 TAX RATES



LEON COUNTY TAX ASSESSOR/COLLECTOR
Robin Shafer, PCAC

P.O. Box 37, 155 N Cass Street, Centerville, Texas 75833 903/536-2543, 903/536-2431-FAX
robin,shafer@co.Jeon.tx.us. leoncountytax.org,

2023 TAX RATES

JUR __TAXING ENITY M&O 1&S RATE Sales Tax Rat
01 | LON COUNTY - 145 346000 048876 394876 | 4145006 - .005
10 | CITY BUFFALO - 101 068505 | ' .423702 492207 | 2145051 - 015
11 | CITY CENTERVILLE - 102 326433 N/A 326433 | 2145033 - 015
12 | CITY JEWETT - 104 234097 053903 288000 | 2145042 - 015
13 | CI''Y NORMANGEE - 103 .204411 N/A 204411 | 2145024 - .0125
14 | CITY MARQUEZ - 106 .117884 NA .117884 | 2145060 - .015
15 | CITY OAKWQOD - 107 379000 N/A 379000 | 2145051 - .0125
30 | BUFFALO ISD - 901 16000 | 757500 340000 1.097500 | Leona - 2145079
‘ T e e 01

_|ih1_| cENTERVILLE 15D 905 T4000,|. 669200ifk " TABRENRIEE FTIBTBO0. Siate - 0625

32 | LEONISD -911 .692100 1300
33 | NORMANGEEISD —906 12000 | _.688300 480000 1.168300
34 | OAKWOODISD—907 17000 | .680400 184400 864800
60 | 1:SD /1 - 201 090000 N/A 090000 |
62 | ESD#2-202 096420 | N/A 1096420 | 015 Sales Tax R
64 | ESD I3 - 203 .100000 N/A 100000
66 | ESD #4 - 204 100000 N/A 100000

LEON COUNTY COLLECTS FOR THE FOLLOWING ENITITES:

LEON COUNTY, ESD#1, ESD #2, ESD #3 ESD #4, CITY OF BUFFALO, CITY OF

CENTERVILLE, CITY OF JEWETT, CITY OF MARQUEZ, CITY OF OAKWOOD &

CITY OF NORMANGEE ALSO BUFFALO ISD, CENTERVILLE ISD, LEON ISD

NORMANGEE ISD & OAKWOOD ISD

HOMESTEAD:

Regular [lomesicad: All School's State Mandated $100,000
Centerville Lacal Option 10%
Normangee Local Option 20%

Buffalo local option 1%

Local Option must equal to $5,000 min.
Leon County local option 10%
*** ocal Option Minimum is $5,000***

OVER 65 IIOMESTEAD or DISABLED:
School State Mandated $100,000 plus $10,000

Plus, Local Option

Leon County: 10% plus $20,000

ss*School Over 65 Homestead consists of:

$100,000 Regular plus $10,000 Over 65 plus any local option
City of Jeweu: 53,000

City of Marquez: 85,000 (starting Oct 2022)
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HISTORICAL TAXABLE VALUES BY YEAR

ENTITY

2002

2003

2004

2005

2006

2008

2009

010

2011

2012

2013

2014

201%

2016

m?7

08

2919

020

w2

022

2023

Leon County

$869,897,122

$374,044,B48

$1,001.086.141

$1,251,207,594

§1,503,654,080

$1.785.212.170

$2.424,706,550

$2,066,798,360

$2.052,875.760

$1,896,443,140

$1.776.108,670

$1,769,872.390

$1.852,799.925

51,845,419,800

$1.676.307.700

1,656,299.949

$1,737,176,191

$2.045,654,570

$2,194,847,458

$2,194,B47,458

$2.633.676.306

$2,941,619,634

Buffalo 150

$130,492,33%

$140,466.076

$172.858,507

$228,626,310

§295,402,110

$379,474,210

$441.671,260

$328 565,530

$254,663,760

$216,410,350

$219,181,520

$312.901.3%0

5361641157

$341,489,090

$328,837.040

$317.956,800

$337.947,570

$399.586,729

$415,216,130

$443,665,833

$533.8424,000

$634,357.168

Centerville ISD

$159,628,600

$161,147.874

$171.175.430

$199,148,953

$214,653,860

$125.836.050

5278,078.220

$269.046.880

5274.936,180

$293,520.250

§343,355,070

$424,840,930

$461,856,887

§396,937,700

$321,615.670

$311.586,198

$306,767.230

$374,990,660

$a11,591.4%0

$427,003,950

$508,658,746

$567,130.270

LeonisC

5417,093,125

$399,379,187

$469.840,.256

$652,125.296

§849,581,800

$1,029,018,300

$1,386,249.370

$1,126,954,790

$881.507.160

$811,675,620

$763,780,570

$703,780.040

$727.207.713

$744,109,830

5620.632,110

$657,330.811

$705,974,601

$£48,564,351

$867,304.261

5869,967,195

$998,134,928

51.093,753.136

Normangee 15D

$120,593.615

§126,776,716

§134.283,894

$158,996,365

§165,811,430

$169,026,000

$140.869,650

$161.622,340

$460.499.250

$388,964,530

581,432,600

$135,639,950

$217.523.768

4243 637,270

$123.616,190

$229,129.80C

$241,042,550

$265,254.215

$283.382.140

$291.213,350

$337,350,650

§375,101,920

Dakwood 150

$74934,082

§81,137,996

591,842,042

$110,708,245%

$128,099,410

$137,833,610

5128,555,170

134,662,320

$133,608,690

$136,229,380

$129,529,500

£53,341,570

545,425,495

$45,746,990

548,851,630

£65,942,500

$69,530,830

580,234,420

$85.471.600

$38,553.510

$120.460,850

$131.071.270

Butiale City

$47,364,548

549,656,715

$52,767,795

$54,696,631

$56.828,690

$57,419,630

560,837,000

566,895,700

$67,778.230

$67.212.6%0

$67,606,890

§71,801.220

577,396,802

$83,812.220

689,284,660

$88.731.470

$103,974,340

S111,873,339

$109.955,830

$113.233,423

$147.174,322

$148, 786,658

Centerville City

$23 634,810

§24,017,200

$25,920.752

$26,123,995

527,136,610

529,153,840

530,392,980

521,066,680

$30,488.420

530,825,750

531,302,380

532,824,270

$35.436,250

$38.367,480

540,936,250

543,190,200

$46,371,040

§51,442,960

£52,919.270

$56,243,9%0

$66,316.416

S68,781,930

lewete City

%17,553, 166

§17,894 843

$17.880,983

$13,080,020

$20,448,910

§19,446,210

§21,386.520

§23,399.090

$28,341.060

$25.814,970

526,023,770

$25,274.250

$25.204,840

$27,868.510

427,432,150

$19,209.150

6,375,990

$40,157,070

540,411,970

$40,720.015

$51,720.241

$51,666,859

Narmangee Oty

515,797 737

$16.212 828

517.446.125

$19,184 832

$20021.350

519,936,390

$19,137,340

519.980.380

$19,705.170

$19,753,370

$19,757,880

620,593,770

$20.591.77C

$73 445,620

$22,808,580

§23.969,150

§21,606.B1C

§25,552,560

$28.038.750

$24,221.740

$30.817.820

$34.002,750

Margquer ity

$5.626,726

§5.284.751

$5.516.282

$5,829.827

55,635,400

55,656,550

$5.975.580

58,736,240

510,036,540

513,728,750

$14.347,810

$13.096.430

5$13.096,430

$14,202.860

511,113,760

512,830,020

513,007,110

513,850,240

513198610

513,886,920

518,795,480

$22,112.970

Qakwood City

$8.757 629

$8.849,703

510515520

$12 734,891

$14,620,6%0

$14,827.500

§16,530,640

514,532,830

$15.719.060

$14,470,690

§17.259,100

515,553,690

$12.357,140

$10,997,440

£10.852,440

$12.579.690

$13,983,240

516,151.520

$16.626.050

516,505,720

$19,693,760

$20,822.910

ESD 1

$201.£75.636

$207,896.946

$219.395,704

$152,251,218

5268.029,390

$289,353.880

$345,356,800

$317,308.840

5346,213,040

$356,515,160

$408,298,400

$482.700,880

$521.895.097

$470,576,430

£399,650, 100

$391.890,409

$390,431,521

$476.819,951

£514,994 671

$531.549,350

$646,510.006

$724,952 360

ESD #2

Nf&

$76,411 630

$77.896 348

§117.330.549

5131167220

$119,102.470

$145.247, 470

$207,371,800

$478,630.450

$389,617,680

$271,137.693

$224,985.680

$205.957,090

§218,005,580

5202,423,600

$206.966.830

$217,943,010

$238,991.290

$262.034,730

$276.032.300

$316,871,980

5346,288.420

ESD #3

NiA

$443 102 98¢

5678,510, 386

$847,396, 700

$1024,752.810

$1.388,326,9%0

$1.082,793.780

$865,628,080

$810,343.640

$787,710,9%

$726,196,030

$752,734,965

$789.997,380

5727,925.240

$706 576,020

$757.691.210

5900,096,020

$925.741.910

$935,721.405

$1.090.423.178

§1,192,886,816

ESC N4

N/A

NfA

Nim

NiA

NiA

NiA

§354,055.170

$389.018.220

$317,156,640

$335,305,770

$371.068,185

$335.837,930

$341.362,570

$349,788,920

$370,002.550

$427,564,939

$435.688,920

$456,803,147

$579,197,262

§676,554,658
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'Priresasn & Assorr, ive
¢ VALURTION CONSULTANTS

THE APPRAISAL OF

MINERAL, INDUSTRIAL, UTILITY, PERSONAL PROPERTY
AND
RESIDENTIAL REAL ESTATE

AS PER
UNIFORM STANDARDS OF
PROFESSIONAL APPRAISAL PRACTICE

(USPAP)

Effective January 1, 2020
(Applicable for Tax Years 2020, 2021, 2022, and 2023*%)

*On August 11, 2022, for the second consecutive year, The Appraisal Foundation's Appraisal Standards Board (ASB)
announced that the current edition of the Uniform Standards of Professional Appraisal Practice (USPAP) would be
extended by one additional year. Therefore, the 2020-2021 USPAP will now be effective until December 31, 2023.

Includes, in part, the Written Mass Appraisal Report and Certification as promulgated by
USPAP Standards 6-1 through 6-3. This report was assembled in part with direct
reference to the 2020-2021 Edition of USPAP as published by the Appraisal Standards
Board of The Appraisal Foundation, authorized by United States Congress as the Source
of Appraisal Standards and Appraiser Qualifications.

This report is intended 1o satisfy the requirements of S.B. 841, enacted by Acts 1997, 75th Leg., ch. 1039, § 22, effective
January 1. 1998 amended by Acts 1999, 76th Leg.. ch. 1295 (S.B. 1641), § 1, effective January 1, 2000, when performing
mass appraisals for ad valorem (property) tax purposes. This report is a work product of Pritchard & Abbott, Inc., Valuation
Consuliants (P&A), developed on behalf of, and for exclusive use by, P&A s valuation clients. Written permission must be
obtained before reproduction of these contents or distribution to outside parties







MASS APPRAISAL OF MIUP PROPERTIES PER USPAP STANDARDS (2020-2021 EDITION)
EFFECTIVE JANUARY 1, 2020 (APPLICABLE FOR TAX YEARS 2020, 2021, 2022, AND 2023)
PRITCHARD & ABBOTT, INC.

Table of Contents
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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 S 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.

This “USPAP Report” provides general information about the rather comprehensive USPAP Scope of Work rule,
as well as the specific steps P&A takes in the actual appraisal of various property types per our contractual
obligations. This report, as well as the Biennial Reappraisal Plan that P&A provides our clients before the
appraisal season, 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 report discusses all additional USPAP rules that interact with the Scope of Work Rule, such as the Ethics
Rule, the Competency Rule, the Record Keeping Rule, and Jurisdictional Exception Rule, as well as USPAP
Definitions. This report, and specifically the certification page at the end, is meant to accompany our appraisals
and supporting documentation provided to clients per Property Tax Code, Sec. 25.01(c) at the completion of each
tax year. Anappraisal 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 this "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 thal is independent, impartial, and objective. USPAP Advisory Opinion
21: USPAFP 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 Properiy Tax Appraisal and Mass Appraisal Assignments, in the
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
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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 ctient 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 reporling option and level of information in a report are dependant on the intended
use and the intended users. Although the reporting verbiage in USPAP Standard 6 does not specifically offer or
promulgate a “Restricted Appraisal Report” such as in Standard 2 (Real Property Appraisal. Reporting) and
Standard 8 (Personal Property Appraisal, Reporting), it should be noted that: a) all mass appraisals and mass
appraisal reports deal with real and personal property in some form or fashion; and b) P&A is a private consulting
firm, a fact which may necessitate the withholding of certain data and/or appraisal models/techniques which are
deemed confidential, privileged and/or proprietary in nature. The use of “limited” appraisals in conjunction with
“restricted” reports in no way implies non-compliance with USPAP. The substantive content of a report
determines its compliance.

P&A believes that, with its vast experience and expertise in these areas of appraisal, all concluded values and
reports thereof are credible, competent, understandable, uniform and consistent, and most importantly for ad
valorem tax purposes, accomplished in a cost-efficient and timely manner.
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Per previous ASB comments under Standard 6-2(b) [scope of work... special limiting conditions]:

“Although 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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CHANGES FROM 2018-19 EDITION OF USPAP

The Appraisal Foundation, through its Appraisal Standards Board, constantly seeks to clarify and improve where
possible the previously published edition of USPAP. Below is a summary of the changes applicable (o the current
edition as they apply to P& A’s mass appraisal assignments and reports:

Revisions to the Standards regarding reporting options and Comments in Standards Rules
The Board adopled revisions to permit additional intended users besides the client for Restricted Appraisal

Reports, as long as the other intended users are named in the report (i.e., not merely identified “by type™. The
second adopted change for Restricted Appraisal Reports is a simplification of warning language that will no
longer include a reference to the appraiser’s workfile.

visi SCOPE OF WORK RULE
The Board adopted revisions to add language to the Disclosure Obligations section of the SCOPE OF WORK
RULE to address the flexibility afforded the appraiser in the disclosure of scope of work.

Revisions te COMPETENCY RULE

The Board revised the “Perfection is impossible to attain...” Comment in Standards Rules 1-1, 3-1, 5-1, 7-1, and
9-1, and moved it into to the COMPETENCY RULE. Moving the Comment into the COMPETENCY RULE
reduces duplication and, at the same time, broadens the applicability since the COMPETENCY RULE applies
to both development and reporting in all disciplines.

Revisigns to DEFINITIONS

The Board adopted some modifications and additions to the DEFINITIONS in order to help readers better
understand USPAP. The Board adopted changes to the definitions of APPRAISAL, APPRAISAL PRACTICE,
APPRAISAL REVIEW, APPRAISER, ASSIGNMENT CONDITIONS, ASSIGNMENT RESULTS, CLIENT,
COST, EXPOSURE TIME, MARKET VALUE, PERSONAL PROPERTY, REAL PROPERTY, VALUATION
SERVICE, VALUE and WORKFILE. The Board also adopted new definitions for the terms ASSIGNMENT
ELEMENTS, EFFECTIVE DATE, MISLEADING, PERSONAL INSPECTION, PHYSICAL
CHARACTERISTICS, and RELEVANT CHARACTERISTICS, to help clarify how each term is used in USPAP.

Qther Edits to lmprove Clarity and Enforceability of USPAP

The Board adopted changes related to the phrases “accept an assignment” and “intangible items.” The edits are
intended to improve clarity and consistency.

Revisions to ADVISORY OPINION 1, Sales History

The Board adopted revisions to Advisory Opinion |, Sales History, to provide additional detail and illustrations
related to an appraiser’s obligation to analyze the listing, contract, and sales history of the subject property.

Revisions to ADVISORY OPINION 2, Inspection of Subject Property

The Board adopted revisions to Advisory Opinion 2, Inspection of Subject Property, to provide guidance and
illustrations reflecting changes in the marketplace related to an appraiser’s inspection of a property.

Revisions to ADVISORY OPINION 28, Scope of Work Decision, Performance, and Disclosure

The Board adopted revisions to Advisory Opinion 28, Scope of Work Decisions, Performance, and Disclosure,
including a new [llustration 2 regarding a scope of work problem related to tangible personal property, and adding
an additional illustration regarding a scope of work problem related to real property.

Revisions to ADVISORY OPINION 31, Assignments Involving More than One Appraiser

The Board adopied revisions to Advisory Opinion 31, Assignments Invalving More than One Appraiser, to help
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clarify guidance related to significani appraisal assistance and Standards Rules 2-3, 4-3, 6-3, 8-3, and 10-3.

Revisions to ADVISORY OPINION 32, Ad Valorem Property Tax Appraisal and Mass Appraisal
Assignments
The Board adopted revisions to Advisory Opinion 32, Ad Valorem Property Tax Appraisal and Mass Appraisal

Assignments, that adds a new Illustration 5 on the topic of an appraiser’s obligations regarding the quantity and
quality of factual data collected in a mass appraisal assignment.

Revisions to ADVISORY OPINION 36, Identification and Disclosure of Client, Intended Use, and Intended

Users

The Board adopted revisions to Advisory Opinion 36, Identification and Disclosure of Client, Intended Use, and
Intended Users, to clarify an appraiser’s requirement to make a proper disclosure of the client and any other
intended users in an Appraisal Report or Restricted Appraisal Report, particularly in cases where the client has
requested anonymity in the report.

Creation of ADVISORY OPINION 38, Content of an Appraisal Report and Restricted Appraisal Report

The Board adopted newly-created Advisory Opinion 38, Content of an Appraisal Report and Restricted Appraisal
Report. The new Advisory Opinion compares the reporting requirements under the revised Appraisal Report and
Restricted Appraisal Report options, and replaces the prior guidance offered in Advisory Opinions 11 and 12.

Retirement of ADVISORY OPINION 4, Standards Rule 1-5(b); ADVISORY OPINION 11, Content of the
Appraisal Report Options of Standards Rules 2-2, 8-2, and 10-2: and ADVISORY OPINION 12, Use of the
Appraisal Report Options of Standards Rules 2-2, 8-2, and 10-2

The Board adopted the retirement of Advisory Opinions 4, 1 I, and 12. Advisory Opinion 4 was narrowly-focused,
and was more appropriately housed where it also currently exists in the USPAP Frequently Asked Questions. As
stated above, Advisory Opinions 11 and 12 have been replaced with the newly-created Advisory Opinion 38,
Content of an Appraisal Report and Restricted Appraisal Report.

Additional administrative edits will be made to other Advisory Opinions and FAQs for consistency with the
adopted changes.
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DEFINITIONS

For the purpose of Uniform Standards of Professional Appraisal Practice, the following definitions apply:

APPRAISAL: (noun) the act or process of developing an opinion of value; an opinion of value. (adjective) of
or pertaining to appraising and related functions such as appraisal practice or appraisal services.

Comment: An appraisal is numerically expressed as a specific amount, as a range of numbers,
or as a relationship (e.g., not more than, not less than) to a previous value opinion or numerical
benchmark (e.g., assessed value, collateral value).

APPRAISAL PRACTICE: valuation services performed by an individual acting as an appraiser, including but
not limited to appraisal or appraisal review.,

Comment: Appraisal practice is provided only by appraisers, while valuation services are
provided by a variety of professionals and others. The terms appraisal, appraisal review, and
appraisal consulting are intentionally generic and are not mutually exclusive. For example, an
opinion of value may be required as part of an appraisal review assignment.

APPRAISAL REVIEW: the act or process of developing and communicating an opinion about the quality of
another appraiser’s work (i.c., a report, part of a report, a workfile, or some combination of these), that was
performed as part of an appraisal or appraisal review assignment; (adjective) of or pertaining to an opinion about
the quality of another appraiser’s work that was performed as part of an appraisal or appraisal review assignment.

APPRAISER: one who is expected to perform valuation services competently and in a manner that is
independent, impartial, and objective.

APPRAISER'S PEERS: other appraisers who have expertise and competency in a similar type of assignment.

ASSIGNMENT: a valuation service that is provided by an appraiser as a consequence of an agreement with a
client.

ASSIGNMENT CONDITIONS: Assumptions, extraordinary assumptions, hypothetical conditions, laws and
regulations, jurisdictional exceptions, and other conditions that affect the scope of work.

ASSIGNMENT ELEMENTS: Specific information needed to identify the appraisal or appraisal review
problem: client and any other intended users; intended use of the appraiser’s opinions and conclusions; type and
definition of value; effective date of the appraiser’s opinions and conclusions; subject of the assignment and its
relevant characteristics; and assignment conditions.

ASSIGNMENT RESULTS: An appraiser’s opinions or conclusions, not limited (o value, that were developed
when performing an appraisal assignment, an appraisal review assignment, or a valuation service other than an
appraisal or appraisal review.

Comment: Physical characteristics are not assignment results.

BIAS: a preference or inclination that precludes an appraiser’s impartiality. independence, or objectivity in an
assignment.

BUSINESS ENTERPRISE: an entity pursuing an economic activity.

USPAP_P&A MIUP RE. 2020 23.wpd (Printed 10/20/2022} Page 7 of 43



MASS APPRAISAL OF MIUP PROPERTIES PER USPAP STANDARDS (2020-2021 EDIFION)
EFFECTIVE JANUARY 1, 2020 (APPLICABLE FOR TAX YEARS 2020, 2021, 2022, AND 2023)
PRITCHARD & ABBOTT, INC,

BUSINESS EQUITY: the interests, benefits, and rights inherent in the ownership of a business enterprise or a
part thereof in any form (including but not limited to capital stock, partnership interests co-operatives, sole
proprietorships, options, and warrants).

CLIENT: the party or parties (i.e., individual, group, or entity) who engage, an appraiser by employment or
contract in a specific assignment whether directly or through an agent.

CONFIDENTIAL INFORMATION: information that is either: (a) identified by the client as confidential when
providing it to an appraiser and that is not available from any other source; or (b) classified as confidential or
private by applicable law or regulation.*

*Notice: For example, pursuant to the passage of the Gramm-Leach-Bliley Act in November 1999, some
public agencies have adopted privacy regulations that affect appraisers. The Federal Trade Commission
issued two rules. The first rule (16 CFR 3i3) focused on the protection of “non-public personat
information” provided by consumers to those involved in financial activities “found to be closely related
to banking or usual in connection with the transaction of banking.” These activities include “appraising
real or personal property.” The second rule (16 CFR 314) required appraisers to safeguard customer non-
public personal information. Significant liability exists for appraisers should they fail to comply with
these FTC rules.

COST: the actual or estimated amount required to create, reproduce, replace, or obtain a property.
CREDIBLE: worthy of belief.

Comment: Credible assignment results require support, by relevant evidence and logic, to the
degree necessary for the intended use.

EFFECTIVE DATE: the date to which an appraiser’s analyses, opinions, and conclusions apply; also referred
to as date of value.

EXPOSURE TIME: an opinion, based on supporting market data, of the length of time that the property interest
being appraised would have been offered on the market prior to the hypothetical consummation of a sale at market
value on the effective date of the appraisal.

EXTRAORDINARY ASSUMPTION: an assignment-specific assumption as of the effective date that is used
in an analysis despite indications that the assumption could be false, and which, if found to be false, could alter
the appraiser’s opinions or conclusions,

Comment: Extraordinary assumptions presume as fact otherwise uncertain information about
physical, legal, or economic characteristics of the subject property; or about conditions external
to the property, such as market conditions or trends; or about the integrity of data used in an
analysis.

FEASIBILITY ANALYSIS: a study of the cost-benefit relationship of an economic endeavor.
HYPOTHETICAL CONDITION: a condition, directly related to a specific assignment, which is contrary to

what is known by the appraiser to exist on the effective date of the appraisal results, but is used for the purpose
of analysis.
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Comment: Hypothetical conditions assume conditions contrary to known facts about physical,
legal, or economic characteristics of the subject property; or about conditions external to the
property, such as market conditions or trends, or about the integrity of data used in an analysis.

INTANGIBLE PROPERTY (INTANGIBLE ASSETS): non-physical assets, including but not limited to
franchises, trademarks, patents, copyrights, goodwill, equities, mineral rights, securities, and contracts, as
distinguished from physical assets such as facilities and equipment.

INTENDED USE: the anticipated use(s) of assignment results as identified by the appraiser based on
communication with the client. '

INTENDED USER: the client and any other party as identified, by name or type, as users of the appraisal or
appraisal review report by the appraiser based on communication with the client.

Per Advisory Opinion 32: In ad valorem taxation assignments, the client is typically the government or taxing
authority that engages the appraiser. As defined in USPAP, the client is an intended user. Through communication
with the clieni, the appraiser may identify other intended users. A party [such as a taxpayer] 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.

JURISDICTIONAL EXCEPTION: an assignment condition established by applicable law or regulation, which
precludes an appraiser from complying with a part of USPAP.

MARKET VALUE: a type of value, stated as an opinion, that presumes the transfer of a property (i.e., a right
of ownership or a bundle of such rights), as of a certain date, under specific conditions set forth in the value
definition that is identified by the appraiser as applicable in an appraisal.

Comment: Appraisers are cautioned to identify the exact definition of market value, and its
authority, applicable in each appraisal completed for the purpose of market value.

MASS APPRAISAL: the process of valuing a universe of properties as of a given date utilizing standard
methodology, employing common data, and allowing for statistical testing,

MASS APPRAISAL MODEL: a mathematical expression, tool, or formula that describes how supply and
demand factors interact in a market.

MISLEADING: Intentionally or unintentionally misrepresenting, misstating, or concealing relevant facts or
conclusions.

PERSONAL INSPECTION: a physical observation performed to assist in identifying relevant property
characteristics in a valuation service.

Comment: An appraisct’s inspection is typicatly limited to those things readily obscrvable
without the use of special testing or equipment. Appraisals of some types of property, such as
gems and jewelry, may require the use of specialized equipment. An inspection by an appraiser
is not the equivalent of an inspection by an inspection professional (e.g., a structural engineer,
home inspector, or art conservator).

PERSONAL PROPERTY: Any tangible or intangible article that is subject to ownership and not classified as
real property, including identifiable tangible objects that are considered by the general public as being “personal,”
such as fumishings, artwork, antiques, gems and jewelry, collectibles, machinery and equipment; and intangible
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property that is created and stored electronically such as plans for installation art, choreography, emails, or
designs for digital tokens.

PHYSICAL CHARACTERISTICS: attributes of a property that are observable or measurable as a matter of
fact, as distinguished from opinions and conclusions, which are the result of some level of analysis or judgmenl.

PRICE: the amount asked, offered, or paid for a property.
Comment: Once stated, price is a fact, whether it is publicly disclosed or retained in private.
Because of the financial capabilities, motivations, or special interests of a given buyer or seller,
the price paid for a property may or may not have any relation to the value that might be ascribed
to that property by others.

REAL ESTATE: an identified parcel or tract of land, including improvements, if any.

REAL PROPERTY: the interests, benefits, and rights inherent in the ownership of real eslate.

RELEVANT CHARACTERISTICS: features that may affect a property s value or marketability such as legal,
cconomic, or physicai characteristics.

REPORT: any communication, written or oral, of an appraisal or appraisal review that is transmitted to the client
or a party authorized by the client upon completion of an assignment.

SCOPE OF WORK: the type and extent of research and analysis in an appraisal or appraisal review assignment.

SIGNATURE: personalized evidence indicating authentication of the work performed by the appraiser and the
acceptance of the responsibility for content, analyses, and the conclusions in the report.

YALUATION SERVICE: a service pertaining to an aspect of property value, regardless of the type of service
and whether it is performed by appraisers or by others.

VALUE: the monetary relationship between properties and those who buy, sell, or use those properties.
Comment: Value expresses an economic concept. As such, it is never a fact but always an
opinion of the worth of a property at a given time in accordance with a specific definition of
value. In appraisal practice, value must always be qualified - for example, market value,

liquidation value, or investment value,

WORKFILE: documentation necessary to support an appraiser’s analysis, opinions, and conclusions.
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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.

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

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

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

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

8  Standards 7 and 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 slates:

“The market value of property shall be determined b y the application of generally accepted appraisal
methods and techniques. [fthe Appraisal District determines the appraised value of a propert usin
mass appraisal standqgrds, 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
there is a contradiction between the requirements of USPAP and the law or regulation of a jurisdiction. Please
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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:

»  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 aiso required when an
individual, by choice, represents that e 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 comperency 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
praclice,

*  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;

*  mustnotknowingly permit an employee or other person to communicate a report or assignment results
that are misleading or fraudulent report;

*  mustnotuse 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;

*  mustnot willfully or knowingly violate the requirements of the RECORD KEEPING RULE; and must
not perform an assignment in a grossly negligent manner.
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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:

*  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
immediately 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.
Ifan 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.

Presumably 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 payment of a fee, commission, or a thing of value by the appraiser in connection with the procurement of an
assignment 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 to 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.

Advertising 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 (0
ascertain 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
Standards 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.

Inaddition, an appraiser must not affix the signature of another appraiser without his or her consent. An appraiser
must exercise due care to prevent unauthorized use of his or her signature. However, an appraiser exercising such
care is not 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 resuits.

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

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

The client;

Parties specifically authorized by the client;

State appraiser regulalory agencies;

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

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

oD -

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

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

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

An appraiser must prepare a workfile for each appraisal or appraisal review assignment. A workfile must be in
existence prior Lo the issuarice 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 workfile must include the name of the client and the identity, by name or type, of any other intended users,
and true copies of all written reports, documented on any type of media. (A true copy is a replica of the report
transmitted to 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 alt oral reports or testimony, or a
transcript of testimony, including the appraiser’s signed and dated certification; and alt other data, information,
and documentation 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 to produce an Appraisal Report. A workfile in support of an oral appraisal review report must be
sufficient for 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 leas! iwo years after
final disposition 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
»  compliance 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 appraiser who willfully or knowingly fails to comply with the obligations of this Record Keeping Rule is in
violation of the Ethics Rule,
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COMPETENCY RULE

An appraiser must: (1) be competent to perform the assignment; (2) acquire the necessary competency to perform
the assignment; or (3) decline or withdraw from the assignment. In all cases, the appraiser must perform
competently when completing the assignment.

BEING COMPETENT

The appraiser must determine, prior to agreeing to perform an assignment, that he or she can perform the
assignment competently. Competency requires:

« the ability to properly identify the problem to be addressed;

*  the knowledge and experience to complete the assignment competently; and

*  the recognition and compliance with all laws and regulations that apply 1o the appraiser or the
assignment,

Competency applies to factors such as, bul not limited to, an appraiser’s familiarity with a specific type of
property, a market, a geographic area, or an analytical method. The background and experience of appraisers
varies widely, and a lack of knowledge or experience can lead to inaccurate or inappropriate appraisal practice.
The Competency Rule requires an appraiser to have both the knowledge and the experience required to
perform a specific appraisal service competently. If an appraiser has been deemed to not have the required
competency, the following steps must be taken in acquiring competency in order for that appraiser to perform the
assignment under USPAP requirements.

For assignments with retrospective opinions and conclusions (which are allowed under certain prescribed
circumstances in property tax work), the appraiser must meet the requirements of this Competency Rule at the
time the assignment is performed, rather than the effective date of the appraisal.

ACOQUIRING COMPETENCY

If an appraiser determines he or she is not competent prior to accepting an assignment, the appraiser must:

»  disclose the lack of knowledge and/or experience to the client before accepting the assignment;

+  take all steps necessary or appropriate to complete the assignment competently; and

*  describe, in the report, the lack of knowledge and/or experience and the steps taken to complete the
assignment competently.

Competency can be acquired in various ways, including, but not limited to, personal study by the appraiser,
association with an appraiser reasonably believed to have the necessary knowledge and/experience, or retention
of others who possess the necessary knowledge and/or experience.

Inan assignment where geographic competency is required (certainly useful if not outright necessary in property
tax appraisal assignments}), an appraiser who is not familiar with the relevant market characteristics must acquire
an understanding necessary to produce credible assignment results for the specific property type and market
involved. Pritchard & Abbott, Inc., takes great pride in assigning and retaining appraisers who gain and then
employ local knowledge and geographic competency in their appraisal assignments.

When an appraiser determines in the course of the assignment that he or she lacks the required knowledge and/or
experience to complete the assignment competently, the appraiser must:
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*  notify the client;
+  takeall stepsnecessary or appropriate under the circumstances to complete the assignment competently:

and
*  describe, in the report, the lack of knowledge and/or experience and the steps taken to complete the

assignment competently.

LACK OF COMPETENCY

If the appraiser cannot complete the assignment competently, the appraiser must decline or withdraw from the
assignment.
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SCOPE OF WORK RULE

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

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

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

Scope of work includes, but is not limited to:

+ the extent to which the property is identified;

*  the extent to which tangible property is inspected;

*  the type and extent of data researched; and

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

Appraisers have broad flexibility and significant responsibility in determining the appropriate scope of work for
an appraisal or appraisal review assignment. Credible assignment resuits 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:

+  client and any other intended users;

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

*  type and definition of value;

+  effective date of the appraiser’s opinions and conclusions;

*  subject of the assignment and its relevant characteristics; and
*  assignment conditions.

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

*  assumptions:

*  extraordinary assumptions;

*  hypothetical conditions;

*  laws and regulations;

*  jurisdictional exceptions; and

»  other conditions that affect the scope of work.
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SCOPE OF WORK ACCEPTABILITY

The scope 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.

Determining 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 relevant to the client, another intended user, or the appraiser’s peers.

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

DISCLOSURE OBLIGATIONS

The report must contain sufficient information to allow intended the client and other intended users to understand
the scope of work performed. Proper disclosure 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
performed. The information disclosed must be appropriate for the intended use of the assignment results.

Sufficient information includes disclosure of research and analyses performed and might also include disclosure
of research and analyses not performed. The appraiser has broad flexibility and significant responsibility in
the level of detail and manner of disclosing the scope of work in the appraisal report or appraisal review report.
The appraiser 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
necessary throughout the report.
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JURISDICTIONAL EXCEPTION RULE

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

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

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

«  comply with that law or regulation;

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

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

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

It is misleading for an appraiser to disregard a part or parts of USPAP as void and of no force and effect in a
particular assignment withoutidentifying the part or parts disregarded and the legal authority justifying this action
in the appraiser's repot.

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

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

In developing a mass appraisal, an appraiser must be aware of, understand, and correctly employ those recognized
methods and techniques necessary to produce and communicate credible mass appraisals.

Standards 5 and 6 apply to all mass appraisals of real and personal property regardless of the purpose or use of
such appraisals. It is directed toward the substantive aspects of developing and communicating competent
analyses, 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
required in a report that communicates the results of a mass appraisal. The reporting and jurisdictional exceptions
applicable to public mass appraisals prepared for purposes of ad valorem taxation do not apply lo mass appraisals
prepared for other purposes.

A mass appraisal includes:

» identifying properties to be appraised;

* defining market areas of consistent behavior that applies to properties;

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

+ developing (specifying) a model structure that reflects the relationship among the characteristics affecting
value in the market area;

*  calibrating the model structure to determine the contribution of the individual characteristics affecting
value;

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

* reviewing the mass appraisal results.

The Jurisdictional Exception Rule may apply to several sections of Standards 5 and 6 because ad valorem tax
edministration is subject to various state, county, and municipal laws.

As previously stated in the P& A Policy Statement (page 2), it may not be possible or practicable for all the mass
appraisal attributes listed above to be rigorously applied to the many types of complex and/or unique properties
that P&A typically appraises. Often there are contractual limitations on the scope of work needed or required.
More prevalently, these types of properties do not normally provide a reliable database of market transactions (or
details of transactions) necessary for statistically supportable calibration of appraisal models and review of
appraisal results. Generally these two functions are effectively accomplished through annual extended review
meetings with taxpayers (and clients) who provide data, sometimes confidentially, that allows for appraisal
models to be adjusted where necessary. Nevertheless, and not withstanding whether P& A implicitly or explicitly
employs or reports all attributes listed above, in all cases P&A at the minimum employs tenants of “generally
accepted appraisal methods” which are the genesis of USPAP Standards.

Per USPAP guidelines, P& A will make known all departures and jurisdictional exceptions when invoked (if an
appraisal method or specific requirement is applicable but not necessary o attain credible results in a particular
assignment).

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

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

property.

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

® Standard 5-4: Further defines requirements for developing mass appraisal models, focusing on
development of standardized data collection forms, procedures, and training materials that are used
uniformly on the universe of properties under consideration. This rule specifies that appraisers employ
recognized techniques for specifying and calibrating mass appraisal models. Model specification is the
formal development of a model in a statement or mathematical equation, including all due considerations
for physical, functional, and external market factors as they may affect the appraisal. These models must
accurately represent the relationship between property value and supply and demand factors, as represented
by quantitative and qualitative property characteristics. Models must be calibrated using recognized
techniques, including, but not limited to, multiple linear regression, nonlinear regression, and adaptive
estimation. Models may be specified incorporating the income, market, and/or cost approaches to value and
may be tabular, mathematical, linear, nonlinear, or any other structure suitable for representing the
observable property characteristics such as adaptive estimation. Model calibration refers to the process of
analyzing sets of property and market data to determine the specific parameters of a model.

¢  Standard 5-5: Defines requirements for collection of sufficient factual data, in both qualitative and
quantitative terms, necessary to produce credible appraisal results. The property characteristics collected
must be contemporaneous with the effective date of the appraisal. The data collection program should
incorporate a quality control procedure, including checks and audits of the data to ensure current and
consistent records. This rule also calls for calls for an appraiser, in developing income and expense
statements and cashflow projections, to weigh historical information and trends, current market factors
affecting such trends, and reasonably anticipated events, such as competition from developments either
planned or under construction. Terms and conditions of any leases should be analyzed, as well as the need
for and extent of any physical inspection of the properties being appraised.
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Standard 5-6: Defines requirements for application of a calibrated model to the property being appraised.
This rule calls for: the appraiser to recognize methods or techniques based on the cost, market, and income
approaches for improved parcels; the appraiser to value sites by recognized methods or techniques such as
allocation method, abstraction method, capitalization of ground rent, and land residual; the appraiser to
develop value of leased fee or leasehold estates with consideration for terms and conditions of existing
leases, and, when applicable by law, as if held in fee simple whereas market rents are substituted for actual
contract rents; the appraiser to analyze the effect on value, if any, of the assemblage of the various parcels,
divided interests, or component parts of a property; the appraiser to analyze anticipated public or private
improvements located on or off the site, and analyze the effect on value, if any, of such anticipated
improvements to the extent they are reflected in market actions.

Standard 5-7: Defines the reconciliation process of a mass appraisal. Specifically, appraisers must analyze
the results and/or applicability of the various approaches used while ensuring that, on an overall basis,
standards of reasonableness and accuracy are maintained with the appraisal model selected (underline added
for emphasis). Itis implicit in mass appraisal that, even when properly specified and calibrated models are
used, some individual value conclusions will not meet standards of reasonableness, consistency, and
accuracy. Appraisers have a professional responsibility to ensure that, on an overall basis, models produce
value conclusions that meet attainable standards of accuracy.

Standard 6-1: Defines general requirements of a mass appraisal written report by addressing the level of
information required that will allow the report to be non-misleading, clearly understood, and sufficiently
qualified with any assumptions and conditions (elements of which are further detailed in the next three
sections of this report that discuss P& A appraisal procedures with regards to specific categories of property).
Standard 6-2: Defines specific content required to be included in a mass appraisal written report.

Standard 6-3: Defines the certification of the mass appraisal written report.

The following sections of this report discuss in more detail the various elements of the development of P&A’s
mass appraisals and associated written reports as required by USPAP Standards 5 and 6, with regards to P&A
appraisal of Mineral Interests, Industrial, Utility, Related Personal Property, and Real Estate.
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USPAP STANDARDS 5, 6-1, 6-2: MASS APPRAISAL OF MINERAL INTERESTS

Note: This section, in conjunction with any attached or separately provided P&A-generated appraisol reports
specific to the subject property or properties, constitutes the “mass appraisal written report™ as required by
USPAP Standards 6- 1 and 6-2. For mass appraisal, o written report is not provided for each individual property.
An individual property record or worksheet may describe the valuation of a specific property after the
application of the mass approisal model, USPAP Standords 6-3 {certification) can be found at the end of this
report. USPAP Standards 5-1 through 5-7 (instructions and explenations regarding the development,
application, and reconciliation of mass appraisal values), as they apply to P&A mass appraisal procedures, are
discussed below. USPAP DOES NOT DICTATE THE FORM, FORMAT, OR STYLE OF APPRAISAL REPORTS,
WHICH ARE FUNCTIONS OF THE NEEDS OF USERS AND PROVIDERS OF APPRAISAL SERVICES. USPAP
ALSO DOES NOT MANDATE THAT EACH APPRAISAL REPORT BE LENGTHY AND FULL OF DISCLAIMERS.
Readers should note that oll P&A reports, unless stated otherwise, are of a “restricted” nature whereas
additional documentation and detail may be available per certain Texos Property Tax Code provisions.

INTRODUCTION

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

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

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

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

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

USPAP_PRA MIUP_RE.2020-23.wpd (Printed 10/20/2022) Page 25 of 43



MASS APPRAISAL OF MIUP PROPERTIES PER USPAP STANDARDS (2020-2021 EDITION)
EFFECTIVE JANUARY 1, 2020 (APPLICABLE FOR TAX YEARS 2020, 2021, 2022, AND 2023)
PRITCHARD & ABBOTT, INC,

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

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

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

* exposed in the open market with a reasonable time for the seller to find a purchaser;

*  both the buyer and seller know of all the uses and purposes to which the property is, or can be, adapted
and of the enforceable restrictions on its use; and

*  both the buyer and seller seek to maximize their gains and neither is in a position to take advantage of
the exigencies of the other. [Exigencies are pressing or urgent conditions that leave one party at a
disadvantage lo the other.]

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

P& A believes this section of this report, in conjunction with any attached or separately provided P& A-generated
report(s), meets the USPAP definition of “typical practice™; i.e,, it satisfies a level of work that is consistent with:

* the expectations of participants in the market for the same or similar appraisal services; and
+  what P&A’s peers’ actions would be in performing the same or similar appraisal services in compliance
with USPAP.

Legal and Statutory Requirements: [n Texas, the provisions of the Texas Property Tax Code and other relevant
legislative measures involving appraisal adminisiration and procedures control the work of P& A as an extension
of the Appraisal District. Other states in which P&A is employed will have similar controlling legislation,
regulatory agencies, and governmental entities. P&A is responsible for appraising property on the basis of its fair
market value as of the stated effective date (January 1 in Texas) for ad valorem tax purposes for each taxing unit
that imposes ad valorem taxes on property in the contracted Appraisal District. All mineral properties (interests)
are reappraised annually. The definition of Fair Market Value is provided and promulgated for use in ad valorem
tax work in Texas by the Texas Property Tax Code, and therefore as a Jurisdictional Exception supercedes the
definition of “‘market value™ as found in USPAP definitions.

NOTE: IN TEXAS, P&A BELIEVES THE PROPERTY BEING APPRAISED AND PLACED ON THE TAX ROLL IS THE
INTEREST AND NOT THE OIL OR GAS MINERAL ITSELF, PER PROPERTY TAX CODE SECTION |.04(2)(F).
WHILE OIL AND GAS RESERVES CERTAINLY HAVE VALUE, THE FACT IS THAT IT IS THE INTERESTS IN THESE
MINERALS THAT ARE BOUGHT AND SOLD, NOT THE MINERALS THEMSELVES. THE SALE OF MINERALS AS THEY
ARE EXTRACTED FROM THE SUBSURFACE OF THE LAND WHERE THEY RESIDE AS MINERALS IN PLACE
“MONETIZES" THE INTEREST AND THUS GIVES THE INTEREST ITS VALUE. WHENEVER P&A REFERS TO
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“MINERAL PROPERTIES” IN THIS REPORT OR IN ANY OTHER SETTING, IT IS THE MINERAL INTEREST, AND NOT
THE MINERAL ITSELF, THAT IS THE SUBJECT OF THE REFERENCE.

Administrative Requirements: P&A follows generally accepted and or recognized appraisal practices and when
applicable, the standards of the International Association of Assessing Officers (IAAQ) regarding its appraisal
practices and procedures. P& A, when applicable, also subscribes 10 the standards promulgated by the Appraisal
Foundation known as the Uniform Standards of Professional Appraisal Practice (USPAP). In all cases where
IAAO and/or USPAP requirements cannot be satisfied for reasons of practicality or irrelevancy, P&A subscribes
to “generally accepted appraisal methods and techniques™ so that its value conclusions are credible and
defendable. P&A submits annual or biannual contract bids to the Office of the Chief Appraiser and is bound to
produce appraisal estimates on industrial, utility and personal properties within the cost constraints of said bid.
Any appraisal practices and procedures followed by P&A not explicitly defined through IAAQ or USPAP
requirements are specified by the Texas Property Tax Code and/or at the specific request or direction of the Office
of the Chief Appraiser.

Appraisal Resources

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

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

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

VALUATION APPROACH (MODEL SPECIFICATION)

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

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

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

Cost Approach: The use of cost data in an appraisal for market value is based upon the economic principle of
substitution. The cost approach typically derives value by a mode! that begins with replacement cost new (RCN)
and then applies depreciation in all its forms (physical depreciation, functional and economic obsolescence). This
method is difficult to apply to oil and gas propetties since lease acquisition and development may bear no relation
to present worth. Though very useful in the appraisal of many other types of properties, the cost approach is not
readily applicable to mineral properties. [Keep in mind that the property actually being appraised is the mineral
interest and not the oil and gas reserves themselves. Trying to apply the cost approach to evaluation of mineral
interests is like trying to apply the cost approach to land; it is 2 moot point because both are real properties that
are inherently non-replaceable.] As a general rule, and for the reasons stated above, Pritchard & Abbott, Inc.,
does not employ the cost approach in the appraisal of mineral interests.

Market Approach: This approach may be defined as one which uses data available from actual transactions
recorded in the market place itself; i.e., sales of comparable properties from which a comparison to the subject
property can be made. ldeally, this approach’s main advantage involves not only an opinion but an opinion
supported by the actual spending of money. Although at first glance this approach seems to more closely
incorporate the aspects of fair market value per its classical definition, there are two factors that severely limit
the usefulness of the market approach for appraising oil and gas properties. First, oil and gas property sales data
is seldom disclosed (in non-disclosure states such as Texas); consequently there is usually a severe lack of market
data sufficient for meaningful statistical analysis. Second, all conditions of each sale must be known and carefully
investigated to be sure one does have a comparative indicator of value per fair market value perquisites.

Many times when these properties do change hands, it is generally through company mergers and acquisitions
where other assets in addition to oil and gas reserves are involved; this further complicates the analysis whereby
atotal purchase price must be allocated to the individual components - a speculative and somewhat arbitrary task
al best. In the case of oil and gas properties, a scarcity of sales requires that every evidence of market data be
investigated and analyzed. Factors relative to the sale of oil and gas properties are:

* current production and estimated declines forecast by the buyer;

*+ estimated probable and potential reserves;

* general lease and legal information which defines privileges or limitation of the equity sold;
* undeveloped potential such as secondary recovery prospects;

«  proximity to other production already operated by the purchaser;

* contingencies and other cash equivalents; and

*  other factors such as size of property, gravity of oil, etc.

In the event that all these factors are available for analysis, the consensus effort would be tantamount to
performing an income approach to value (or trying to duplicate the buyer’s income approach to value), thereby
making the market approach somewhat moot in its applicability. As a general rule, and for the reasons stated
above, Pritchard & Abbott, Inc., rarely employs a rigerous application of the market approach in the
appraisal of mineral interests.

Income Approach: This approach to value most readily yields itself to the appraisal of mineral interests. Data
is readily available whereby a model can be created that reasonable estimates a fulure income stream to the
property. This future income may then be converted (discounted) into an estimate of current value. Many refer
1o this as a capitalization method, because capitalization is the process of converting an income stream into a
capital sum (value). As with any method, the final value is no better than the reliability of the input data. The
underlying assumption is that people purchase the property for the future income the property will yield. If the
land or improvements are of any residual value after the cessation of oil and gas production, that value should also
be included (if those components are also being appraised).
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The relevant income that should be used is the expected future net income. Assumptions of this method are:

* Past income and expenses are not a consideration, except insofar as they may be a guide to estimating
future net income.

¢ That the producing life as well as the reserves (quantity of the minerals) are estimated for the property.

*  Future income is less valuable than current income, and so future net income must be discounted to make
it equivalent to the present income. This discount factor reflects the premium of present money over
future money, i.e., interest rate, liquidity, investment management, and risk.

As a general rule, and for the reasons stated above, Pritchard & Abbott, Inc., relies predominantly on the
income approach to value in the appraisal of mineral interests.

DATA COLLECTION/VALIDATION

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

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

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

VALUATION ANALYSIS (MODEL CALIBRATION)

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

Individual property values are reviewed several times 1n the appraisal process. P&A's discounted cashflow
software dynamically generates various benchmark indicators that the appraiser reviews concurrent with the value
being generated. These benchmarks often prompt the appraiser to reevaluate some or all of the parameters of data
entry so as to arrive at a value more indicative of industry standards. Examples of indicators are dollars of value
per barrel of oil reserve, years payout, etc. In addition to appraiser review, taxpayers are afforded the opportunity
to review the appraised values, either before or afler Notices of Appraised Value are prepared. Operators
routinely meet with P&A's appraisers to review parameters and to provide data not readily available 1o P&A
through public or commercial sources, such as individual lease operating expense and reserve figures. And of
course, all property values are subject to review through normal protest and Appraisal Review Board procedures,
with P&A acting as an extension of the Office of the Chief Appraiser.

PERFORMANCE TESTS

An independent test of the appraisal performance of properties appraised by P&A is conducted by the State of
Texas Comptroller’s Office through the annual Property Value Study for school funding purposes. This study
determines the degree of uniformity and the median level of appraisal for mineral properties. School jurisdictions
are given an opportunity to appeal any preliminary findings. Afterthe appeal process is resolved, the Comptroller
publishes a report of the findings of the study, including in the report the median level of appraisal, the coefficient
ofdispersion around the median level of appraisal and any other standard statistical measures that the Comptroller
considers appropriate.
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USPAP STANDARDS §, 6-1, 6-2: MASS APPRAISAL OF INDUSTRIAL, UTILITY
AND RELATED PERSONAL PROPERTY

Note: This section, in conjunction with any ottached or separately provided P&A-generated appraisal reports
specific to the subject property or properties. constitutes the “mass appraisal written report” as required by
USPAP Standards 6-1 and 6-2. For mass appraisal, a written report is not provided for each individual
property. An individuai property record or worksheet may describe the valuation of a specific property after the
application of the mass appraisal model. USPAP Standard -3 (certification) can be found at the end of this
report. USPAP Standards 5-1 through 5-7 (instructions and explanations regarding the development,
application, and reconciliation of mass appraisal values), as they apply to P&A mass appraisal procedures, are
discussed below. USPAP DOES NOT DICTATE THE FORM, FORMAT, OR STYLE OF APPRAISAL REPORTS,
WHICH ARE FUNCTIONS OF THE NEEDS OF USERS AND PROVIDERS OF APPRAISAL SERVICES. USPAP
ALSO DOES NOT MANDATE THAT EACH APPRAISAL REPORT BE LENGTHY AND FULL OF DISCLAIMERS.
Readers should note that all P&A reports, unless stated otherwise, are of a “restricted” nature whereas
additional documentation and detail may be available per certain Texas Property Tax Code provisions.

INTRODUCTION

Definition of Appraisa) Responsibility {Scope of Effort): The Engineering Services Department of Pritchard &

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

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

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

Intended users of our reports are typically the client(s) for which we are under direct contract. Although taxpayers
or their agents who own and/or represent the subject property being appraised often receive these reports either
by law or as a courtesy of the client or P&A, this receipt does not mean these parties automatically become
Intended Users as defined by USPAP. A party recelving 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.

This section of P&A’s USPAP report is not applicable to any Industrial, Utility, or related Personal Property
that an appraisal district appraises outside of P&A’s appraisal services, in which case the appraisal district’s
overall USPAP report should be referenced.
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P&A makes the Extraordinary Assumption that all properties appraised for ad valorem tax purposes are
marketable whereas ownership and title to property are free of encumbrances and other restrictions that would
affect fair market value to an extent not obvious to the general marketplace. 1f andior when we are made aware
of any encumbrances, eic., these would be taken into account in our appraisal in which case the extraordinary
assumption stated above would be revoked.

P&A is typically under contract to determine current market value or “fair market value” of said industrial, utility,

and related personal property. Fair market value is typically described as the price at which a property would sell
for if:

+ exposed in the open market with a reasonable time for the seller to find a purchaser;

*  both the buyer and seller know of all the uses and purposes to which the property is, or can be, adapted
and of the enforceable restrictions on its use; and

* both the buyer and seller seek to maximize their gains and neither is in a position to take advantage of
the exigencies of the other. [Exigencies are pressing or urgent conditions that leave one party at a
disadvantage to the other.]

For ad valorem tax purposes the effective date is usually legislatively specified by the particular State in which
we are working - for example, in Texas the lien date is January | per the Texas Property Tax Code. For ad
valorem tax purposes, the date of the appraisals and reports are typically several months past the effective date,
thereby leaving open the possibility that a petrospective approach is appropriate under limited and prescribed
circumstances (information after the effective date being applicable only if it confirms a trend or other appraisal
condition that existed and was generally known as of the effective date).

P&A believes this section of this report, in conjunction with any attached or separately provided P&A-generated
report(s), meets the USPAP definition of “typical practice™; i.e., it satisfies a level of work that is consistent with:

* the expectations of participants in the market for the same or similar appraisal services; and
*  what P&A’s peers’ actions would be in performing the same or similar appraisal services in compliance
with USPAP.

Legal and Statutory Requirements: The provisions of the Texas Property Tax Code and relevant legislative
measures involving appraisal administration and procedures control the work of P&A as a subcontractor to the
Appraisal District. P&A is responsible for appraising property on the basis of its market value as of January 1
for ad valorem tax purposes for each taxing unit that imposes ad valorem taxes on property in the contracted
Appraisal District. All industrial, utility and personal properties are reappraised annually. The definition of Fair
Market Value is provided and promulgated for use in ad valorem tax work in Texas by the Texas Property Tax
Code, and therefore as a Jurisdictional Exception supercedes the definition of *“market value” as found in
USPAP definitions.

Administrative Requirements: P&A follows generally accepted and/or recognized appraisal practices and when
applicable, the standards of the International Association of Assessing Officers (IAAOQ) regarding its appraisal
practices and procedures. P&A, when applicable, also subscribes to the standards promulgated by the Appraisat
Foundation known as the Uniform Standards of Professional Appraisal Practice (USPAP). In all cases where
IAAO and/or USPAP requirements cannot be satisfied for reasons of practicality or irrelevancy, P& A subscribes
to “generally accepted appraisal methods and techniques” so that its value conclusions are credible and
defendable. P&A submits annual or biannual contract bids to the Office of the Chief Appraiser and is bound to
produce appraisal estimates on industrial, utility and personal properties within the cost constraints of said bid.
Any appraisal practices and procedures followed by P&A not explicitly defined through IAAO or USPAP
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requirements are specified by the Texas Property Tax Code and/or at the specific request or direction of the Office
of the Chief Appraiser.

Appraisal Resources

Personnel: The Engineering Services Department and P&A’s appraisal staff consists of appraisers with degrees
in engineering, business and accounting. All personnel are Registered Professional Appraisers with the State of
Texas, or are progressing towards this designation as prescribed by the Texas Department of Licensing and
Regulation (TDLR).

Data: A set of data characteristics (i.e. original cost, year of acquisition, quantities, capacities, net operating
income, property description, etc.) for each industrial, utility and personal property is collected from various
sources. This data is maintained in either hard copy or computer files. Each property’s characteristic data drives
the appropriate computer-assisted appraisal approach to valuation.

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

VALUATION APPROACH (MODEL SPECIFICATION)

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

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

The goal for valuation of industrial, utility and personal properties is to appraise all taxable property at "fair
market value”. The Texas Property Tax Code defines Fair Market value as the price at which a property would
transfer for cash or its equivalent under prevailing market conditions if:

» exposed for sale in the open market with a reasonable time for the seller to find a purchaser;

* both the seller and the purchaser know of all the uses and purposes to which the property is adapted and for
which it is capable of being used and of the enforceable restrictions on its use; and

* both the seller and purchaser seek to maximize their gains and neither is in a position to take advantage of
the exigencies of the other.

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

Market Approach: This approach is characterized as one that uses sales data available from actual transactions
in the market place. There are two factors that severely limit the usefulness of the market approach for appraising
industrial, utility and personal properties. First, the property sales data is seldom disclosed; consequently there
is insufficient market data for these properties available for meaningful statistical analysis. Second, all conditions
of sale must be known and carefully investigated to be sure one does have a comparative indicator of value.
Many times when these properties do change hands, it is generally through company mergers and acquisitions
where other assets and intangibles in addition to the industrial, utility and personal property are involved. The
complexity of these sales presents unique challenges and hindrances to the process of allocation of value to the
individual components of the transaction.

In the case of industrial, utility and personat properties, a scarcity of sales requires that all evidence of market data
be investigated and analyzed. Factors relative to the sale of these properties are:

*  plant capacity and current production; terms of sale, cash or equivalent;
+ complexity of property;

« age of property;

*  proximity to other industry already operated by the purchaser; and

+ other factors such as capital investment in the property.

As a general rule, and for the reasons stated above, Pritchard & Abboett, Inc., rarely employs a rigorous
application of the market approach in the appraisal of industrial, utility, and personal property.

Income Approach: This approach to value most readily yields itself to atl income generating assets, especially
utility properties. Data for utility properties is available from annual reports submitted to regulatory agencies
whereby future income may be estimated, and then this future income may be converted into an estimate of value.
The valuation of an entire company by this method is sometimes referred to as a Unit Value. Many refer to this
as a capitalization method, because capitalization is the process of converting an income stream into a capital sum
(value). As with any method, the final value estimate is no better than the reliability of the input data. The
underlying assumption is that people purchase the property for the future income the property will yield.

The relevant income that should be used in the valuation model is the expected future net operating income after
depreciation but before interest expense (adjustments for Federal Income Taxes may or may not be required).
Assumptions of this method are:

* Past income and expenses are a consideration, insofar as they may be a guide to future income, subject
to regulation and competition.

» The economic life of the property can be estimated.

» The future production, revenues and expenses can be accurately forecasted. Future income is less
valuable than current income, and so future net income must be discounted to make it equivalent to the
present income. This discount factor reflects the premium of present money over future money, i.e.,
interest rate, liquidity, investment management, and risk.
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As a general rule, and for the reasons stated above, Pritchard & Abbott, Inc., employs the income approach
in the appraisal of industrial and utility property only when quantifiable levels of income are able to be
reliably determined and/or projected for the subject property. P&A does not employ the income approach
in the appraisal of personal property.

DATA COLLECTION/VALIDATION

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

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

VALUATION ANALYSIS (MODEL CALIBRATION)

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

INDIVIDUAL VALUE REVIEW PROCEDURES

Individual property values are reviewed several limes in the appraisal process. P&A's industrial, utility, personal
property programs and appraisal spreadsheets afford the appraiser the opportunity to review the value being
generated. Often the appraiser is prompted to reevaluate some or all of the parameters of data entry so as to arrive
at a value more indicative of industry standards. Examples of indicators are original cost, replacement cost,
service life, age, net operating income, capitalization rate, etc. In addition to appraiser review, taxpayers are
afforded the opportunity to review the appraised values either before or after Notices of Appraised Value are
prepared. Taxpayers, agents and representatives routinely meet with P&A's appraisers to review parameters and
to provide data not readily available to P& A through public or commercial sources, such as investment costs and
capitalization rate studies. And of course, all property values are subject to review through normal protest and
Appraisal Review Board procedures, with P&A acting as a representative of the Office of the Chief Appraiser.
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PERFORMANCE TESTS

An independent test of the appraisal performance of properties appraised by P&A is conducted by the State of
Texas Comptroller’s Office through the annual Property Value Study for school funding purposes. This study
determines the degree of uniformity and the median level of appraisal for utility properties. School jurisdictions
are given an opportunity to appeal any preliminary findings. Aftertheappeal process is resolved, the Comptroiler
publishes a report of the findings of the study, including in the report the median level of appraisal, the coefficient
of dispersion around the median level of appraisal and any other standard statistical measures that the Comptroller

considers appropriate.
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USPAP STANDARDS 5, 6-1, 6-2: MASS APPRAISAL OF RESIDENTIAL REAL ESTATE

Note: This section, in conjunction with any attached or separately provided P&A-generated appraisal reports
specific to the subject property or properties, constitutes the “mass appraisal written report” as required by
USPAP Standards 6-1 and 6-2. For mass appraisal, o written report is not provided for each individual property.
An individuol property record or worksheet may describe the valuation of a specific property after the
application of the mass appraisal model. USPAP Standard 6-3 (certification) can be found ot the end of this
report. USPAP Standards 5-1 through 5-7 (instructions and explanations regarding the development,
application, and reconciliation of mass appraisal values), as they apply to P&A mass appraisal procedures, are
discussed below. USPAP DOES NOT DICTATE THE FORM, FORMAT, OR STYLE OF APPRAISAL REPORTS,
WHICH ARE FUNCTIONS OF THE NEEDS OF USERS AND PROVIDERS OF APPRAISAL SERVICES. USPAP
ALSO DOES NOT MANDATE THAT EACH APPRAISAL REPORT BE LENGTHY AND FULL OF DISCLAIMERS.
Readers should note thot oll P&A reports. unless stated otherwise, are of a “restricted” nature whereas
additional documentation and detail may be available per certain Texas Property Tax Code provisions.

INTRODUCTION

Definition of Appraisal Responsibility (Scope of Effort): The Residential Division of Pritchard & Abbott, Inc.

(“P&A" hereinafter), is responsible for developing fair and uniform market values for real estate parcels within
certain Appraisal Districts. P&A contractually provides a wide degree of professional services depending upon
each contract requirement.

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

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

Intended users of our reports are typically the client(s) for which we are under direct contract. Although taxpayers
or their agents who own and/or represent the subjecl 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.

This section of P&A’s USPAP report is not applicable to any real estate property that an appraisal district
appraises outside of P&A’s appraisal services, in which case the appraisal district’s overall USPAP report
should be referenced.
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P&A makes the Extraordinary Assumption that all properties appraised for ad valorem tax purposes are
marketable whereas ownership and title to property are free of encumbrances and other restrictions that would
affect fair market value to an extent not obvious to the general marketplace. 1f and/or when we are made aware
of any encumbrances, etc., these would be taken into account in our appraisal in which case the extraordinary
assumption stated above would be revoked.

P& A is typically under contract to determine current market value or “fair market value™ of residential real estate
Fair market value is typically described as the price at which a property would sell for if:

« exposed in the open market with a reasonable time for the seller to find a purchaser;

* both the buyer and seller know of all the uses and purposes to which the property is, or can be, adapted
and of the enforceable restrictions on its use; and

* both the buyer and seller seek to maximize their gains and neither is in a position to take advantage of
the exigencies of the other. {Exigencies are pressing or urgent conditions that leave one party at a
disadvantage 1o the other.]

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

P& A believes this section of this report, in conjunction with any attached or separately provided P& A-generated
report(s), meets the USPAP definition of “typical practice™ i.e., it satisfies a level of work that is consistent with:

+ the expectations of participants in the market for the same or similar appraisal services; and
* what P&A’s peers’ actions would be in performing the same or similar appraisal services in compliance
with USPAP.

Legal and Statutory Requirements: The provisions of the Texas Property Tax Code and relevant legislative
measures involving appraisal administration and procedures control the work of P&A as an extension of the
Appraisal District. P&A is responsible for appraising property on the basis of its market value as of January |
for ad valorem tax purposes for each taxing unit that imposes ad valorem taxes on property in the contracted
Appratsal District. The definition of Fair Market Value is provided and promulgated for use in ad valorem tax
work in Texas by the Texas Property Tax Code, and therefore as a Jurisdictional Exception supercedes the
definition of “market value™ as found in USPAP definitions.

Administrative Requirements: P&A follows the standards of the Intemationat Association of Assessing Officers
(IAAQ) regarding its appraisal practices and procedures. P&A also subscribes to the standards promulgated by
the Appraisal Foundation known as the Uniform Standards of Professional Appraisal Practice (USPAP). P&A
submits annual or biannual contract proposals to the Office of the Chief Appraiser and is bound to produce mass
appraisal estimates on real estate properties within the cost constraints of said proposals. Any appraisal practices
and procedures followed by P&A not explicitly defined through IAAO or USPAP requirements are specified by
the Texas Property Tax Code or at the specific request or direction of the Office of the Chief Appraiser.
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Appraisal Resources

Personnel: The Real Estate staff consists of licensed Registered Professional Appraisers through the Texas
Department of Licensing and Regulation (TDLR), and are qualified to provide the complete range of
professional appraisal services required.

Data: Common data characteristics (within each county) for each property are collected in the field and
entered into each respective district’s computer data base. This property data drives the computer-assisted
mass appraisal (CAMA) approach to valuation.

Information Systems: The mainframe systems are augmented by the databases that reside as various
applications on personal computers (PC). P& A offers a variety of systems for providing property owners and
public entities with information services. The appraiser supervising any given contract fields many of the
public’s questions or redirects them to the proper division.

VALUATION APPROACH (MODEL SPECIFICATION)

Arca Analysis: Data involving economic forces such as demographic, patterns, employment and income patterns,
trends in real estate property prices and rents, interest rates, availability of property, economic and climatic factors
that may affect production of rural lands, are collected from various sources. Any information particular to a
given region or appraisal district helps the appraisal staff determine market conditions or trends that may affect
market value.

Neighborhood and Market Analysis: Neighborhood analysis involves the examination of how physical, economic,
governmental and social forces and other influences affect property values. The effect of these forces are also
used to identify, classify, and organize comparable properties into smaller, manageable subsets of the universe
of properties known as neighborhoods. A neighborhood is defined by natural, man-made, or political boundaries
and is established by a commonality based on land users, types and age of buildings or population, the desire for
homogeneity, or similar factors.

Each neighborhood may be characterized as being in a stage of growth, stability, or decline. The growth period
is a time of development and construction. In the period of stability, or equilibrium, the forces of supply and
demand are about equal. The period of decline reflects diminishing demand or desirability. During decline
general properly use may change. Declining neighborhoods may become economically desirable again and
experience renewal, reorganization, rebuilding, or restoration, marked by modemnization and increasing demand.
The appraisal staff must analyze whether a particular neighborhood is in a period of growth, stability, or decline
and predict changes that will affect future use and value. In mass appraisal applications the information can be
useful for comparing or combining neighborhoaods or for developing neighborhood ratings, which are introduced
as adjustments in mass appraisal models.

Site descriptions and analysis provide a description of the subject property and an analysis of factors that affect
the market value of the site. Site analysis also provides a basis for allocating values to land and improvements,
for analyzing comparable sales to determine the highest and best use of the site, and for estimating locational
obsolescence. A description of the subject building and other improvements provides a basis for analysis of
comparable sales and rents; for the development of capitalization rates or multipliers; for highest and best use
analysis of the site as improved; and for estimation of reproduction or replacement cost new and physical and
functional depreciation. The analysis should show how the factors relate to the utility and marketability of the
subject property, and, ultimately, its market value. The improvement analysis and the neighborhood analysis
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focus on similar considerations; for example, whether the improvements represent highest and best use and
conform to the neighborhood.

The improvement analysis describes relationships among items and compares them o those in competing
properties and to neighborhood standards. Items that will be treated as functional obsolescence in the cost
approach need through analysis. The condition of building components is particularly important because it
provides the basis for estimates of effective age and remaining economic life.

Currently P&A provides most of its real estate appraisal services in primarily rural areas. The ability to perform
detailed neighborhood and market analysis is somewhat limited in these areas where the necessary data is
sometimes nonexistent.

Highest and Best Use Analysis: Highest and best use analysis is the culmination of regional, neighborhood, and
site analysis, All three are used to help the appraisal staff understand the factors affecting property values in
the market being analyzed and the most probable use of the site in long-run economic equilibrium. Highest and
best use is the reasonable and probable use that supports the highest present value as of the date of the appraisal.
The highest and best use must be physically possible, legal, financially feasible, and productive to the maximum,
that is, highest and best use. The analysis should be done as of the date of appraisal. Just as real estate values
change, the highest and best use of a property may change over time.

DATA COLLECTION/VALIDATION

Data Collection Manuals: Appraisal manuals are developed and distributed 1o all appraisers involved in the
appraisal and valuation of real estate properties. The appraisal manual is reviewed and revised to meel the
changing requirements of field data collection.

Sources of Data: Each District’s appraisal manuval and schedules are adopted and maintained by the P&A
appraisal staff. Data used to perform appraisals are gencrally collected with a joint effort among appraisers and
Appraisal District staff. Physical inspections are performed by the appraisers for various situations whether it be
a normal reappraisal, a reinspection requested by the District, working building permits, etc.

Data Collection Procedures: Field data collection is coordinated and organized by the field appraisers to insure
uniformity in appraisal technique. The staff conducts field inspections and record information on a particular
property field worksheet. This data is entered into the respective computer database and serves as the basis for
the valuation.

VALUATION ANALYSIS

Cost Schedules: P& A generally adopts existing cost schedules within each Appraisal District in which we provide
appraisal services. These schedules are maintained and adjusted as needed to reflect the current market value
conditions thal are present in each respective district.

Sales Information: Sales are generally collected by the Appraisal District staff and provided to P&A appraisal
personnel for sales ratio analysis.

Statistical Analysis: Appraisers perform statistical analysis annually to evaluate whether values are equitable and
consistent with market conditions. Appraisal statistics, central tendency and dispersion generated from sales are
available for each class of property. These summary statistics include mean and median ratios, standard deviation,
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and coefficient of dispersion. They provide the analysis information to determine both the level and uniformity
of the appraised values involved in the study.

Market Adjustment: Depending upon the data provided by the sales ratio analysis, market value tables may be
adjusted accordingly to reflect accurate market values within a particular class of property.

INDIVIDUAL VALUE REVIEW PROCEDURES

Field Review: P&A provides field inspections depending upon the contractual arrangement with the appraisal
district. In mosl cases field inspections are done within the outline of the respective Appraisal District’s
Reappratsal Plan.

PERFORMANCE TESTS

An independent test of the appraisal performance of properties appraised by P&A is conducted by the State of
Texas Comptroller’s Office through the annual Property Value Study for school funding purposes. This study
determines the degree of uniformity and the median level of appraisal for real estate properties. School
Jurisdiclions are given an opportunity to appeal any preliminary findings. After the appeal process is resoived,
the Comptroller publishes a report of the findings of the study, including in the report the median level of
appraisal, the coefficient of dispersion around the median level of appraisal and any other standard statistical
measures the Comptroller considers appropriate.
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USPAP STANDARD 6-3: CERTIFICATION

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

—  The statements of fact contained in this report are true and correct.

—  The reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting conditions, and
are my personal, impartial, and ¢nbiased professional analyses, opinions, and conclusions.

—  [have no (or the specified below) present or prospective interes! in the property that is the subject of this report, and | have
ne (or the specified below) personal interest with respect to the parties involved,

— I have performed no (or the specified below) services, as an appraiser or in any other capacity, regarding the property that
is the subject of this report within the three-year period immediately preceding acceptance of this assignment.

— | have no bias with respect to any property that is the subject of this report or the parlies involved with this assignment.

— My engagement in this assignment was not contingent upon developing or reporting predetermined results,

— My compensation for completing this assignment is not contingent upon the reporting of a predetermined value or direction
in value that favors the cause of the client, the amount of the value opinion, the attainment of a stipulated result, or the
occurrence of a subsequent event directly related to the intended use of this appraisal.

— My analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with the Uniform
Standaris of Professional Appraisal Practice.

— [ have (or have not, if specified below) made a personal inspection of the properties that are the subject of this report. {{m
other signatories to this report have vither made or not made a personal inspection of the properties as noted below.)

— No one provided significant mass appraisal assistance to the person signing this certification. (The name of each individual
providing significant mass appraisal assistance. if any. is stated below.)

Inspecied Provided Significant

Praperty? Appraisal Assistance”
Approvser (o} et ben Ve Yex No
Apprawser (b e Ien w Yer Na
Nuperviang Appraner Depl. Manager Dente For Aan Yoo Na
Diverter Aemager Dunie i Am v An

List of ather individuals who provided significant mass appraisal assisiance andfor personal inspection statement of any sighatories:
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A signed certification is an integral component of the appraisal report.

. When a signing appraiser has relied on work done by appraisers and others who do not sign the certification,
the signing appraiser is responsible for the decision to rely on their work. The signing appraiser is required to
have a reasonable basis for believing that those individuals performing the work are competent and that the work
of those individuals is credible.

. An appraiser who signs any part of the mass appraisal report, including a letter of transmittal, must also sign
this certification. This certification applies to all assignment results and well as all contents of the appraisal
report(s).

*  The names of individuals providing significant mass appraisal assistance who de not sign a certification must
be stated in the certification. [t Is not required that the description of this assistance be contained in the
certification, but disclosure of their assistance is required in accordance with Standards 6-2(g).

¢ Theabovecertification is not intended to disturb an elected or appeinted assessor’s work plans or oaths of office.
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