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INTRODUCTION

Scope of Resp onsibili ty

The Loving County Appraisal District has prepared and published this report to provide
our citizens and taxpayers with a better understanding of the district's responsibilities
and activities. This mass appraisal report was written in compliance with Standard Rule
6 of the Uniform Standards of Professional Appraisal Practice (USPAP) This report has
several parts describing information specific to particular property types.

The Loving CAD is a political subdivision of the State of Texas created effective January
1 1980 The provisions of the Texas Property Tax Code govern the legal, statutory and
administrative requirements of the appraisal district. A six (6) member board of
directors, appointed by the taxing units within the boundaries of Loving County,
constitutes the district's governing body. Wink-Loving ISD and Loving County by
resolution adopted September 10, 2007 have agreed to have the Loving County
Commissioners Court appoint all board of director members. The chief appratser,
appointed by the board of directors, is the chief administrator and chief executive officer
of the appraisal district.

The appraisal district is responsrble for local property tax appraisal and exemption
admrnistration for three (3) jurisdictions or taxing units in the county including Loving
County, Loving County Water lmprovement District #1 , and Wink-Loving lSD.
Appraisals established by the appraisal district allocate the year's tax burden on the
basis of each taxable property's January 1't market value. The appraisal district
determines eligibility for various types of property tax exemptions; including exemptions
for homeowners, the elderly, disabled veterans, and charitable and religious
organizations.

This mass appraisal was prepared under the provisions of the Texas Property Tax
Code. Taxing jurisdictions that participate in the district must use the appraisals as the
basis for imposition of property taxes. The State of Texas allocates state funds to school
districts based upon the district's appraisals, as tested and modified by the state
comptroller of public accounts.

The mass appraisal results are an estimate of the market value of each taxable property
within the district's boundaries. Where required by law, the district also estimates value
on basis other than market value.

All documentation is not contained in this report. Other documentation may be in the
form of property records, sales ratios and other statistical studies, appraisal manuals
and documentation, market studies, model building documentation, regulations, statutes
and other acceptable forms.
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General Assumptions and Limiting Conditions

The appraised value estimates provided by the district are subject to the following
conditions:

. The appraisals were prepared exclusively for ad valorem tax purposes.

. The property characteristic data upon which the appraisals are based is assumed
to be correct.

. Physical inspections of the property appraised were performed as resources and
time allowed.

. Validation of sales transactions occurred through questionnaires to buyer and
seller, telephone survey and field review and was considered reliable unless
otherwise noted.

o No responsibility is assumed for the legal description or for matters including
legal or title considerations. Title to any property is assumed to be good and
marketable. unless otherwise stated.

. All property is appraised as if free and clear of any and all liens or
encumbrances, unless otheruise stated. All taxes are assumed to be current.

o All property is appraised as though under responsible, adequately capitalized
ownership and competent property management.

o All plot and/or illustrative material contained with the appraisal records are
included only to assist in visualizing the property.

o lt is assumed that there is full compliance with all applicable federal, state and
locai environmental regulations and laws unless noncompliance is stated,
defined and considered in this mass appraisal report.

. lt is assumed that the utilization of the land and improvements of the properties
described are within the boundaries or property lines, and that there are no
encroachments or trespasses unless noted on the appraisal cards.

Loving County has only one (1)unincorporated town in the county. The county has not
experienced much residential growth for many years. The population of the county in
lhe 2025 Census was 52 As of 2009 there is potable water but no public sewer system.
There is a small convenience store and two small caf6s located in the county, but no
grocery or department store. Arm's length sales in the county are very limited; the few
residential sales have been estate sales or sales to family members or close friends.

Effective Date of Appraisal and Date of the Report

Attapprarsals are as of January 1,2026=fhe date olthis repod is May 5, 2026.

Definition of Value

Except as otheMise provided by the Texas Property Tax Code (hereafter "Tax Code"),
all taxable property is appraised at its "market value" as of January 1. Under the tax
code, "market value" means the price at which a properly would transfer for cash or its
equivalent under prevailing market conditions if:
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exposed for sale in the open market with a reasonable time for the seller to find a
purchaser;
both the seller and the buyer 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 buyer seek to maximize their gains and neither is in a position
to take advantage of the exigencies of the other.

The Texas Property Tax Code defines special appraisal provisions for the valuation of
residential homestead property (Sec 23.23), productivity (Sec 23.41), real and personal
property inventory (Sec 23.12), certain types of dealer inventory (Sec 23.121 ,23.124,
23.1241 and 23.127), oil and gas interests (Sec 23.175) and nominal (Sec 23.18) or
restricted use properties (Sec 23.83) The owner of real property inventory may elect to
have the inventory appraised at its market value as of September 1't of the year
proceeding the tax year to which the appraisal applies by filing an application with the
chief appraiser requesting that the inventory be appraised as of September 1"t.

Pro erties raised

The mass appraisal, appraised all taxable real and personal property known to the
district as of the date of this report. The description and identification of each property
appraised is included in the appraisal records submitted to the Loving County Appraisal
Review Board on April 28, 2025. lf any taxable property is discovered to have been left
off the roll it will be appraised and supplemented to the jurisdictions after certification.

Scope of Work Used to Develop the Appraisal

The Texas Property Tax Code, under Sec. 25.1 B, requires each appraisal district to
implement a plan to update appraised values for real property at least once every three
years. The district's current policy is to conduct a general reappraisal of all property
every year.

The district contracts with Pritchard & Abbott lnc to perform the appraisals of all
properties located within the county. The contracted firm is required to follow the
standards of the lnternational Assocration of Assessing Officers (IAAO) regarding its

appraisal practices and procedures, and subscribe to the standards promulgated by The
Appraisal Foundation, known as USPAP, to the extent they are applicable The Written
Mass Appraisal Report of Pritchard & Abbott, lnc. is an attachment to this repofi.

This mass appraisal, appraised all taxable real and income producing tangible personal
property within the boundaries of the Loving CAD, which encompasses all of Loving
County, Texas, covering approximately 664 square miles. This involves approximately
106,654 accounts. There are 103,653 mineral accounts, 2,818 real property, 20 mobile
home and 33 personal property accounts.

The Loving CAD has a networked property tax software program which stores the
district's data Data may be queried and manipulated by signing into the program via
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internet access. This is a hosted site which is kept and maintained in Ft. Worth by
Pritchard & Abbott lnc.

The chief appraiser, who is the chief executive officer of the appraisal district, manages
the district. The chief appraiser is responsible for the oversight of all operations of the
appraisal drstrict including the overall planning, organizing, staffing, coordinating and
controlling of district operations. ln addition, the chief appraiser directs and controls the
business support functions related to human resources, budget, finance, records
management, purchasing, facilities and postal services. The administrative assistants
are responsible for administrative support, data entry, ARB support, property records
maintenance, general office duties and taxpayer assistance. Pritchard and Abbott, lnc.,
under the supervision of the chief appraiser, reappraised all real and personal property.
The property types appraised included mineral, industrial, utilities and related personal
properties, land, agricultural, farm and ranch improvements, commercial, residential and
business personal property. The district's appraisers and any contract appraisers are
subject to the provisions of the Property Taxation Professional Certification Act and
must be duly registered with the Texas Department of Licensing and Regulation
(TDLR)

The quality of data used is extremely important in establishing accurate values of
taxable property. Quality of data is emphasized as the goal and responsibility of the
appraiser. Accuracy and validity in property descriptions and characteristics data is the
highest goal and is stressed throughout the appraisal process from year to year.
Appraisal opinion and validity relies on data accuracy as its foundation. The chief
appraiser rides with the field appraiser to randomly selected properties to verify the
procedures and practices being used by the appraiser.

The quality assure activity is for ensuring correct data as it is received from the field
appraiser. This includes verifying proper codes, balancing and vectoring sketches, and
ensuring proper data entry. Quality control, in the form of chief appratser review of
submitted inspection data and further review of the accuracy of the data when entered,
is necessary to ensure accuracy and uniformity of valuations. Various steps are taken
though out the appraisal process to attain this goal

The appraisal district staff consists of 3 employees with the following classifications
1- Official/Ad m inistrator
2- Adm in istrative/Appra isa I Support

Determination of Highest and Best Use for Real Property

The district's market value appraisals are performed pursuant to Article Vlll, Sec. 1.,
Texas Constitution, which provides that property must be taxed in proportion to its value
as determined by law, Sec. 23.01 ,fax Code implements this provision as follows:

S 23.01. Appraisals Generally
(a) Except as otherwise provided by this chapter, all taxable property is appraised at its

market value as of January 1.
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(b)

(c)

(d)

(e)

(0

The market value of property shall be determined by the application of generally
accepted appraisal methods and techniques. lf the appraisal district determines the
appraised value of a property using mass appraisal standards, the mass appraisal
standards must comply with the Uniform Standards of Professional Appraisal
Practice. The same or similar appraisal methods and techniques shall be used in
appraising the same or similar kinds of property. However, each property shall be
appraised based upon the individual characteristics that affect the property's market
value, and all available evidence that is specific to the value of the property shall be
taken into account in determining the property's market value.

Notwithstanding Section 1.04(7)(C), in determining the market value of a residence
homestead, the chief appraiser may not exclude from consideration the value of
other residential property that is in the same neighborhood as the residence
homestead being appraised and would otherwise be considered in appraising the
resadence homestead because the other residential property

1) was sold at a foreclosure sale conducted in any of the three years
preceding the tax year in which the residence homestead is being
appraised and was comparable at the time of sale based on relevant
characteristics with other residence homesteads in the same
neighborhood, or

2) has a market value that has declined because of a declinrng economy.

The market value of a resldence homestead shall be determined solely on the basis
of the property's value as a residence homestead, regardless of whether the
residential use of the property by the owner is considered to be the highest and best
use of the property.

Notwithstanding any provision of this subchapter to the contrary, if the apprarsed
value of property in a tax year is lowered under Subtitle F, the appraised value of the
property as finally determined under that subtitle is considered to be the appraised
value of the property for that tax year. ln the nexl tax year in which the property is

appraised. the chief appraiser may not increase the appraised value of the propefty
unless the increase by the chief appraiser is reasonably supported by clear and
convincing evidence when all of the reliable and probative evidence in the record is

considered as a whole. lf the appraised value is flnally determined in a protest under
Section 41.41(a)(2) or an appeal under Section 42.26, the chief appraiser may
satisfy the requirement to reasonably support by clear and convincing evidence an
increase in the appraised value of the property in the next tax year in which the
property is appraised, by presenting evidence showing that the inequality in the
appraisal of the property has been corrected with regard to the properties that were
considered rn determining the value of the subject property. The burden of proof is

on the chief appraiser to support an increase in the appraised value of the property
under the circumstances described by this subsection.

The selection of comparable properties and the application of appropriate
adjustments for the determination of an appraised value of property by any person
under Section 41.43(bX3) ot 42.26(a\(3) must be based on the application of
generally accepted appraisal methods and techniques. Adjustments must be based
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on recognrzed methods and techniques that are necessary to produce a credible
opinion.

(s) Notwithstanding any other provision of this section, property owners representing
themselves are entitled to offer an opinion of and present argument and evidence
related to the market and appraised value or the inequality of appraisal of the
owner's property.

(h) Appraisal methods and techniques included in the most recent versions of the
following are considered generally accepted appraisal methods and technrques for
the purpose of this title;

1) the Appraisal of Real Estate published by the Appraisal Institute;
2) the Dictionary of Real Estate Appraisal published by the Appraisal

lnstitute,
3) the Uniform Standards of Professional Appraisal Practice published

by The Appraisal Foundation, and
4) a publication that includes information related to mass appraisal.

Previous to the addition of 23 01(d) concerning residential homesteads there was no
specific statute defining highest and best use as it applies in appi'aisals conducted
under the Tax Code. However, Texas courts have acknowledged that highest and best
use is a factor that must be considered in determining market value. King v. Real 466
S.W.2d 1 TEX.Civ.App. 1971, Exxon Pipeline Co. v. Zwahr 2002WL 1027003 Tex.,
2002. ln an unpublished opinion, the Houston Court of Appeals approved the following
definition of highest and best use:

"Highest and best r/se" ls lhe reasonably probable and legal use of vacant land or an
improved propefty, which is physically posslb/e, appropriately suppofted, financially
feasible, and results in the highest value. The four criteria the highest and best use must
meet are legal permissibility, physical possibility, financial feasibility, and maximum
profitability Clear Creek Drainage Dist. of Galveston County v. Manison Not Reported
in S W 3d Tex.App.-Houston [14 Dist.], 1997.

With the exception of residential homesteads, this definition of highest and best use still
applies to appraisals conducted under the Tax Code.

Appraisal Performance fesfs and Pertormance Measures Attained

At least once every tvvo years the Texas Comptroller of Public Accounts conducts a
biennial study to determine the degree of uniformity of and the median level of
appraisals by the Loving CAD, as required by Tax Code Section 5.'10. The preliminary
findings, based on the district's appraisal roll are released to the district the following
January. The final results of this study are certified to the Education Commissioner of
the Texas Education Agency (TEA).
ln addition, the Texas Comptroller of Public Account conducts a biennial MAPS review.
This is a review of the governance of the district, taxpayer assistance provided, and the
operating and appraisal standards, procedures, and methodology used by the Loving
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CAD, to determine compliance with generally accepted standards, procedures, and
methodology, as required by Tax Code Section 5.'102 and Comptroller Rule 9.301.

Business Personal Property Valuation

Scope of Work

The district mails renditions to all known business personal property accounts and the
contracted appraiser goes out into the field to look at the businesses.

Sources of Data

Buslness Personal Property

Busrness personal property data has been collected by Loving CAD since the inception
of the district in the early 1980's. Each year personal property data is collected through
field inspections and renditions. The tax assessor, property owners and the public often
provide the district information regarding new personal property and other relevant facts
related to property valuation.

Vehic les

Vehicles used by contract pumpers and fence builders are picked up by renditions

Highest and Best Use AnaI is

The highest and best use of property 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 its maximum. The
highest and best use of personal property is normally its current use.

Model Calibration

Cost Schedu/es

May 05 2026

The contracted residential real estate and related personal property appraiser is
responsible for developing fair and uniform market values for business personal
property located within the district. There are approximately 33 business personal
property accounts located in Loving County. The drstrict reappraises all business
personal property annually.
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The latest State Comptroller's personal property scheduie, as aojusteci, ts referenced
when analyzing data from property owner renditions and field reviews.

Business Personal Property

Loving CAD's primary approach to the valuation of business personal property is the
cost approach. The RCN (replacement cost new) is developed from property owner
repofied historical cost or from state developed valuation models. Loving CAD uses the
depreciation schedule provided by the State Comptroller's Office.

Veh icles

Value estimates for vehicles are based on NADA published book values and property
owner renditions.

How Estimates are Reviewed

Business Pe rso n a I P ro p erty

Property owner renditions, accounts with field or other data changes, accounts with
property hearings and new accounts are all considered.

Vehic les

Vehicles are rendered by hard copy and matched to existing accounts. Existing account
values are compared to current values for appropriate depreciation. New accounts are
created as needed and vehicles no longer in service are deleted. Vehicles are valued by
the appraiser using rendered values and published guides.

Certifi c ation Statement :

nIUay 05 2026

I Final Models: Depreciation Schedule and Trending Factors 
,

The appraiser inspects each property on an annual basis and lists all taxable property.
Market value is estimated from the current rendition submitted by owner. Value of each
property is compared to the most recent personal property manual furnished by the
comptroller's office or an outside vendor's valuation cost guide. The property owners
rendered estimate of market value may be used if the appraiser agrees with the value
estimate. Values are adjusted if the appraiser feels an adjustment is warranted.

I certify that, to the best of my knowledge and belief
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. 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
unbiased professional analyses, opinions and conclusions.

. I have no (unless previously disclosed to Loving CAD) present or prospective
interest in the properties that are the subject of this report and no (unless
previously disclosed to Loving CAD) personal interest with respect to the parties
rnvolved

o I have performed no (unless previously disclosed to Loving CAD) services, as an
appraiser or rn any other capacity, regarding the property that is the subject of
this report within the three-year period immediately preceding acceptance of thrs
assig nment.

. I have no bias with respect to any property that is the subject of this report or to
the parties involved in this assignment.

. My involvement 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 Standards of Professional Appraisal
Practice.

o I have not made a personal inspection of the properties that are the subject of
this report.

o The attached is a list of the individuals who provided significant mass appraisal
assistance in appraising the properties that are the subject of this report.

Alici McG hee RPe C

Chief Appraiser - Executive Director
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INDIVIDUALS PROVIDING SiGNIFiCANT
MASS APPRAISAL ASSISTANCE

NAIUE TITLE

Alicia l\4cGehee Chief Appraiser /
Executive Director

74724

Tyler Halfmann P&A RE Appraiser 72311

Thomas Stubbs P&A Mineral Appraiser

Shane Marsh P&A District Manager 70169

TDLR NO. TYPE ofASSISTANCE

Overall District Oversight

Residential, Land. Commercial
Real & Personal Property
Appraisals

lvlineral Appraisals

Mineral, lndustrial, Utilities &
Personal Property Appraisals
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MASS APPRA]ISAL OF MIUP PROPERTIES PER USPA? SIANDAROS (2024 EDITION}
EFFECINE JAIIUARY I, 2024
gRITCHARO & ABBOIT, INC.

POLICY STATEMENT OF PRITCHARD & ABBOTT, INC., ON THE
UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE

Pritchard & Abbon, tnc., (P&A), a privately held company engaged primarily, but not wholly, in the ad valorem
tax valuation industry endorses Uniform Standards of Professional Apprdisal Practice (USPAP) as lhe basis for
the production ofsound appraisals. Insofar as the statutory requirement to appraise g&!ps (or a "universe") of
real and personal propeny within an established period oftime using standardized procedures-and subjecting
the resulting appraisals to statistical measures-is the definition ofmass appraisal, P&A subscribes to USPAP
Standards 5 and 6 (Mass Appraisal, Development and Reporting) whenever applicable in the development and

defense oI 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 specifi cations.

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 repon, 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 lor any particular properly 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 specificalty the cenification page at the end, is meant to accompany our appraisals
and supporting documentation provided to clients per Property Tax Code, Sec. 25.0l(c) at the completion ofeach
tax year. An appraisal season thus begins with an appraisal plan (approved by the CAD's Board of Directos) and
ends with appraisal reports. Providingthese reports isdefinitely part ofthe plan. Likewise, much ofthe verbiage
in this "USPAP report" is a reiteration ofthe Biennial Reappraisal Plan.

USPAP defines "appraisal" as the act or process ofdeveloping an opinion ofvalue or penaining to appraising and

related functions such as appraisal practice or appraisal services. Valuation services is defined as services
penaining 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 thatis independent, imparlial, and objective. USPAP Advisory Opinion
2l: USPA P Conpliance states that this expectatian (by clients and intended users cfappraisal reports) is the basis
that creates an ethical obligation to comply with USPAP, even ifnot legally required. Advisory opinions do not
establish new standards or interpret existing slandards, but instead are issued to illustrate the applicability of
appraisal standards in specific situations.

The majority of property types lhat P&A typically appraises for ad valorem tax purposes are categorized as

unique, complex, and/or "special purpose" propenies (mineral interesti industrial, utility, and related personal

property). These categories ofproperties do not normally provide sufficient market data ofreliable quality and/or
quantity to support the rigomus use ofall USPAP-prescribed mass appraisal development mandates (Standard

5: Mass Appraisal, Development), particularly with regards to some, but not all, of the model calibration and
statistical perfotmance testing confines. However, P&A does strive to employ all or most elem€nts of mass

appraisal techniques with regards to the dejinition and identifcation of property characterislics and model
s p ec il ca I ion and applicatiotr.

Per USPAP Advisory Opinion 32: Ad Valorem Property Tax Appraisal and lvlass Appraisal Assignments, in the
interests of equity, the scope of work in mass appraisal assignments for ad valorem ta,\ation can include
consideration of appraisal level (the overall proximity between appraised values and actual prices) and the
uniflormity of property values (equity within groups of like properties). The appraiser is responsible for

U9PAP_P&A NIUP-RE.2024.wpd (Ptinted )uly 9. 2024) Page 2 of 43
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recognizing when the concepts ofappraisal level and appraisal uniformiry are necessary for credible assignment
results in a mass appraisal assignment for ad valorcm taxation.

Residential real estate property appraisers most frequently apply mass appraisal methods within the sales
comparison (market) apprcach to value. Through the use of standardized data €ollection (i.e., actual market
sales), specification and calibration ofmass 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 ofreal estate property such as fams, vacant lots, and some commercial uses
(e.g., apartmenls, offices, and small retail).

Regarding mass appraisal rcports due the client and other intended users per USPAP (Standard 6 (Mass Appraisal,
Reporting), a written report ofthe mass appraisal as described in Standards 6-2 is not provided foreach individual
property. Afl individual property record or worksheet may describe the valuation ofthe specific property after
the application ofthe mass appraisal model. To understand the individual property result developed in a mass

appraisal requires the examination ofall the information and analysis required by Standards 6.2.

P&A will clearly state or otherwise make known all extraordinary assumptions, hypothetical conditions,
Iimitations imposed by assignment conditions, and/orjurisdictional exceptions in its appraisal reports as they are
conveyed to our clients. Inlended usets ofour reporls are llpically lhe client(s) for which we are under direct
conlract Althongh 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 ofthe client or P&A, this receipt does not mean these parties
automatically become lntended Users as defined by USPAP. A paq rcceiving q cop! ofa report in otder to
satisly disclosurc rcquiremenls does not become an inlended user ofthe approisal or mass appraisal unless
lhe approisq speciJically identirtes sach part! as an inlended user. Potential other users include parties
involved in adjudication of valuation disputes (review board members, larvyers, judges, etc.), governmental
agencies which periodically review our appraisals for various statutory purposes (such as the Texas Comptroller's
Oflice) and private parties who may obtain copies of our appraisals through Open Records Requests made to
govemmental agencies.

USPAP does not currently address communications ofassignment results prior to completion ofthe assignment,
thus such communications have no requirements otherthan to comply with the general requiremenls 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 repons, unless otherwise contracted for by the client, will most often be of a

"restricted" nature whereas explanations ofappmisal methods and results are moreconcise versus lengthy in order
to promote brevity, clarity. and transparency to the intended user{s).

Per USPAP, the appropriate reporting option and level of information in a repon are dependant on the intended
use and the intended users. A lthough the reporting verbiage in USPA P Standard 6 does not specifically offer or
promulgate a "Restricted Appraisal Report" such as in Standard 2 (Real Propeny Appraisal, Reporting) and
Standard 8 (Personal Property Appraisal. Reporring), it should be noted that: a) all mass appraisals and mass
appraisal repons deal with real and personal propeny in some form or fashion; and b) P&A is a private consulting
firm, a fact which may necessitate the withholding olcertain 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 substanlive contenl ol s report
detemines ils compliance.

P&A believes that, with its vast experience and experlise in these areas ofappraisal, all concluded values and
reports thereofare credible, competenl understandable, uniform and consistent; and most importantly for ad
valorem tax purposes, accomplished in a cost-efficient and timely manner.

USPAP-P&A NIUP RE.2o24-wpd (Ptinted Jull 9, 2024) Page 3 of 43



t{ass APPRAISAL OF t{IUP PROPERIaES PER USPAP STANDARDS (2024 EOITIOfl}
EFFEcIVE JAI{UARY T, 2024
PRTTCHARD & ABBOTT, II{C.

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

"Although appruiserc in od volorcm laxalion should nol be held accounlablelor limitalions
bEnnd lhebcontrul,they are required by this specfic requircrnent lo idenlily cosl construinls
qnd lo lake opproptiole steps lo secure sulJicient funding to produce apprabols lhal comply
with these slandards. Expenditure levels lot assessment sdminbtration ore a lunclion of a
number offaclors. Fbcal conslroinls may impacl dala completeness and accuracy valualion
melhods, and valualion accuruc!. Akhough apprabers should seek adequate funding ond
dbcloselhe impocl ofliscol conslraints on lhe mass apprabal process,lhey arc not responsible

lor constrsints belond theb contrcl."

In any event, however, it is not P&A's intent to allow constraints, fiscal or otherwise, to limit the scope ofwork
to such a degree that the mass appraisal results provided to our clients are not credible within the context ofthe
intended use(s) ofthe appraisal.
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CHANGES FROM 2O2G2I EDITION OF USPAP

The Appraisal Foundation, through its Appraisal Standards Board (ASB), constantly seeks to clariry and improve
where possible the previously published edition of USPAP. This update is the first since the adoption ofthe
2020-2021 edition in 2019, which was subsequently extended through the end of2023.

Unlike other editions, the 2024 USPAP will be the first with an eflective date but !gllpilA!iq4!A!9. ASB says
having no expiration date offers "greater flexibility to thoroughly examine proposed changes and respond in a
timely manner to a changing marketplace."

Chanses to the ETHICS RULE
The Board adopted a Nondiscrimination Section in the ETHICS RULE and deleted all language relating to
supported and unsupported conclusions in the Conduct section ofthe ETHICS RULE. There are no changes to
the Management and Confidentiality sections ofthe ETHICS RULE.

Transfers and Sales
The Board adopted the addition of "and other transfers," words to Standards Rule I -5(b), Standards Rule
2-2(a)(x)(3), Standards Rule 2-2(b)(xii)(3), Standards Rule 7-5(b), Standards Rule 8-2(a)(x)(3) Standards Rule
8-2(b)(xii)(3), and Standards Rule 9-4(b).

Retired Definitions
The Board retired the definition of ASSIGNMENT ELEMENTS, MISLEADING, and RELEVANT
CHA&4CTERISTICS.

Modilied Definitions
The Board modified the definition of,4PPR { /SER (adds a comment that makes it clear where the expectation that
an appraiser has an obligation to comply with USPAP comes fron), PERSONAL INSPECIION (clarifies it must

be in-person by the appraiser and specifically performed for the appraiser's assignment), and ll/ORKFILE (can
now include documentation not necessarily to show compliance with USPAP).

Minor Edits
The Boad adopted replacement ofthe words "a summary" with "the description" in one sentence in each ofthe
following Standards Rules: Standards Rule 2-3(c)(ii), Standards Rule 4-3(c)(ii). Standards Rule 6-3(c)(ii),
Standards Rule 8-3(cxii), and Standards Rule lo-l(cxii). The Board also adopted the addition of words "in
writing and" to a sentence in STANDARD 6. The Board adopted adding words to a requirement in Standards
Rule 8-2(b) so that it is consistent with the exact wording in 8-2(a).

Revisions to Advisor.v Ooinion 2
The Board adopted changes to Advisory Opinion 2, Inspection of Subject Property, in pan, to reflect adopted

changes in the definition of Personal lnspection.

Retirement of Advisor.v Opinion l6
The ASB retired Advisory Opinion 16, Fair Housing Laws and Appraisal Repon Content. With the removal of
a prohibition and the addition of the Nondiscrimination section of the ETHICS RULE, the guidance in this
Advisory Opinion is no longer relevant.

Creation of new Advisory Ooinion 39
The Board adopted Advisory Opinion 39, Anti-discrimination. This Advisory Opinion provides guidance on the
new Nondiscrimination section ofthe ETHICS RULE.
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The Board adopted Advisory Opinion 40, Antidiscrimination and the Research, Analysis, and Reporting of
Location Data, including Demographics, for Residential Real Property Appraisal Assignments to provide
guidance on the new Nondisrimination section ofthe ETHICS RULE.
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DEFI NITIONS

For the purpose of Uaiforn Standards of Pro/essional Appraisal Practice, the following definitions apply:

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

Comment: An appraisal is numerically expressed as a specific amount, as a range ofnumbers,
or as a relationship (e.9., 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: Appmisal practice is provided only by appraisers, while valuation services are
provided by a variety ofprofessionals and others. The terms appraisal, appraisal review, and
appraisal consulting are intentionally generic and are not mutually exclusive. For example, an

opinion ofvalue may be required as part ofan appraisal review assignment.

APPRAISAL REVIEW: the act or process ofdeveloping and communicating an opinion about the quality of
another appraiser's work (i.e., a repon, pan of a repon, a workfile, or some combination of these), that was
performed as part ofan appraisal or appraisal review assignment; (adjective) ofor pertaining to an opinion about
the quality ofanother appraiser's work that was performed as pan ofan appraisal or appraisal review assignment.

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

Comment: Such expectation occurs when individuals, either by choice or by requirement placed
upon them or upon the service they provide by law, regulation, or agreement with the client or
intended users, represent that they comply.

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

ASSIGNMENT: a valuation service that is provided by an appraiser as a consequence ofan agreement with a

client.

ASSICNMENT CONDITIONS; Assumptions, extraordinary assumptions, hypothetical conditions, laws and

regulations, jurisdictional exceptions, and other conditions that affect the scope of work.

ASSIGNMENT RESULTS: An appraiser's opinions or conclusions, not Iimited to 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.
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BUSINESS EQUITY: the interests, benefits, and rights inherent in the ownership ofa 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
contracl in a specific assignment whether directly or through an agent.

CONFIDENTIAL INFORIVIATlON: 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.*

rNotice: For example, pursuant to the passage ofthe Gramm-Leach-Bliley Act in November 1999, some
public agencies have adopted privacy regulations that affect appraisers. The FederalTrade Commission
issued two rules. The first rule (16 CFR ll3) focused on the protection of "non-public personal

information" provided by consumers to those involved in financial activities "found to be closely related
to banking or usual in connection wilh the transaction ofbanking." These activities include "appraising
real or personal propeny." The second rule ( I 6 CF R 3 I 4) 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 relened
to as date of value.

EXPOSURE TIM E: an opinion, based on supponing market data, ofthe length oftime that the property interest
being appraised would have been offered on the market priorto the hypotheticalconsummation ofa sale at market
value on the effective date ofthe 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 ialse, could alter
the appraiser's opinions or conclusions.

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

FEASIBILITY ANALYSIS: a study ofthe cost-benefit relationship ofan 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 ofthe appraisal results, but is used lor 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 extemal to the
property, such as market conditions or trends, or about the integrity ofdata used in an analysis.

INTENDED USE: the anlicipated 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 useB of the appraisal or
appraisal reyiew report by the appraiser based on communication with the client.

Per /ldrisory ODihion 32: In ad valorcm taxation assignmenls, lhe client is typically lhe government or taring
authority thal engoges the appraiser. ns detned in USPAP, lhe clienl is on intended user. Thtough communication
with lhe clienr, lhe appraiset mqy identily other intended users. A @y lsuch dt a torpqyerl receiving o copy of
a reporl in order lo salisly disclosure req irements does not become an Inlended user of the appraisol or mass

appraisal unless the appruiser specilically identijes srch pany as an intended user.

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

MARKET VALUE: a type ofvalue, stated as an opinion, that presumes the transfer ofa property (i.e., a right
of ownership or a bundle of such righs), 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.

eS4trg4: Appraisers are cautioned to identify the exact definition of ma*et value, and its
authority, applicable in each appraisal completed for the purpose ofmarket 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 fomula that describes how supply and

demand factors interact in a market-

PERSONAL INSPECTION: (for an appraisal assignment) the appraiser's in-person observation of the subject
propeny performed as part of the scope of work; (for an appraisal review assignment) the reviewer's in-person
observation ofthe subjecl ofthe rvork under revierv. performed as part oithe scope ofrvork.

Commen(: An appraiser's penonal inspection is typically limited to those things readily
observable without the use of special testing or equipment. Appraisals of some ty pes of property,
such as gems and jewelry. may require the use of specialized equipment. A personal inspection
is not the equivalent ofan inspection by an inspection professional (e.g., a slructural engineer,
home inspector. or art conservator).

PERSONAL PROPERTY: Any langible 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 furnishings, artwork, antiques, gems and jewelry, collectibles, machinery and equipment; and intangible
property that is created and stored electronically such as plans for installation an, choreography, emails, or
designs for digital tokens.
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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.
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PHYSTCAL CH ARACTERISTICS: attributes of a property that are observable or measurable as a matter of
fact, as distinguished from opinions and conclusions, which are the result ofsome level ofanalysis orjudgment.

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 ofthe financial capabilities, motivations, or special interests ofa given buyer or seller,
the price paid fora propeny may or may not have any relation to the value that might be ascribed
to that propeny by others.

REAL ESTATE: an identified parcel or tract ofland, including improvements, ifany

REAL PROPERTY: the interests, benefits, and rights inherent in the ownership ofreal estate

REPORT: any communication, written or oral, ofan appraisal orappraisal review that is transmined to the client
or a party authorized by the client upon completion ofan assignment.

SCOPE OF WORK: the type and extent ofresearch and analysis in an appraisal or appraisal review assignment

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

VALUATION SERVICE: a service pertaining to an aspect ofproperty value, regardless ofthe type ofservice
and wheth€r it is performed by appraisers or by others.

VALUE: the monetary relationship between properlies 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 propeny at a given time in accordance with a specific definition of
value. ln 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 ofUSPAP is to establish requirements and conditions for ethical, thorough, and transparent property
valuation services. Valuation services pertain to all asp€cts ofproperty value and include services performed by
appraisers and other professionals including aftomeys, accountants, insurance estimators, auctioneers, or brokers.
Valuation services include appraisal, appraisal revieu and appraisal consulting. The primary intent of these
Standards is to promote and maintain a high level of public trust in professional appraisal practice.

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

These Standards are for both appraisers and users ofappraisal services. To maintain a high level of prolessional
practice, appraisers observe these Standards. However, these Standards do not in themselves establish which
individuals orassignments must comply. The Appraisal Foundation nor ils Appraisal Standards Board is not a
govemment entity with the power to make, judge, or enforce law. Compliance with USPAP is onl), required
when either the sewice 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 obligaiions ofappraisers through Deftnitions, Rules, Standards,
Statements (ifany), and Advisory Opinions. USPAP Standards deal with the procedures to be followed in
performing an appraisal orappraisal rev iew and the manner in which each is communicated. A briefdescription
ofthe USPAP Standards are as lollows:

I Strndards ! and 2: establish requirements for the development and communicarion of a real propeny
appraisal.

r Standards 3 and 4: establishes requirements for the development and communicalion o[ an appraisal
review.

r Stardsrds 5 and 6: establishes requirements for the development and communication ofa mass appraisal.
t StaldardsTandS: establish requirements forthe development and communication ofa personal property

appraisal.
r Standards 9 and l0: establish iequirements for the developmeirt and communiqation ofa business or

intangible asset appraisal.

Section 23.01(b) fl ppraisals Generallyl ofthe Texas Prope(y Tax Code states

"The market value ofproperty shall be determined by the application ofgenerolly accepted approisal
melhods qnd lechniques aised ue a erl t/t
mass aooraisql st{rndords. the mass appraisal standqrds musl cofiply with the Uniforn Standards of
Professional Appraisal Praclice.... " (underline added for emphasis)

Consequently, USPAP Slandards 5 and 6 are assumed to be applicable for ad valorem tax purposes in Texas, il
mass appraisal practices are in fact being used to appraise the subject property. USPAP Advisory Opinion 32
suggests several USPA P slandards other than Standards 5 or 6 can apply in ad valorem tax work. lt appears that
an appraiser engaged in ad valorem tax work in Texas is not specifically required by law to rigorously follow
USPAP standards if in fact mass appraisal practices have not been used to appraise the subject propeny. The
Jurisdictional Exception Rule could then be invoked because of a contradiction between the requirements of
USPAP and the law or regulation ofajurisdiction. Please see the P&A Policy Statcmenton USPAP as provided
elsewhere in this repon for a more detailed discussion regarding this matler.
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ETHICS RULE

Because ofthe fiduciary responsibilities inherenl in professional appraisal practice, the appraiser must observe
the highest standards ofprofessional ethics. This Ethics Rule is divided into four (4) sections:

Nondiscrimination;
Conduct;
Management;
Confidentiality.

This Rule emphasizes the personal obligations and responsibilities ofthe individual appraiser. However, itshould
be noted that groups and organizations which are comprised of individual apprcisers engaged in appruisal
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 wilh the client or intended users, to comply. Compliance b also required when an
individual, by choice, rcpresents lhal he or she is perlorming lhe serviu as an appraiser.

An appraiser must not misrepresent his or her role when providing valuation services that are outside ofappraisal
prdctice-

Honest!, impofliqlily, and professional competenc! are requircd ofall appraisers under USPAP Standards. To
document recognition and acceptance ofhis or her USPAP-related responsibilities in communicating an appraisal
or appraisal review completed under USPAP, an appraiser is required to certiry compliance with these Standards.

An appraiser must nol act in a manner that violates or contributes to a violation of federal, state, or local anti-
discrimination laws or regulations. This includes the Fair Housing Act (FHAc0, the Equal Credit Opportunity
Acr (ECOA), and the Civil Rights Act ol i856.

An appraiser must have knowledge ofanti-discrimination lawsand regulations and whenthose laws or regulations

apply to the apprdiser or to the assignment. An appraiser must complete afl assignment in full compliance with
applicable laws and regulations.

An appraiser, when completing a residential real property assignment, must not base their opinion of
value in whole or in pan on race, color, religion, national origin, sex, disability, or familial status.

An appraiser, when completing an assignment where the intended use is in connection with a credit
transaction, not limited to credit secured by real property, must not base theiropinion ofvalue in whole
or in part on race, color, religion, national origin, sex, marital status, age, source of income, or lhe
good-failh exercise of rights under the Consumer Credit Protection Act.

An appraiser must not violate any state or local anti-discrimination laws or regulations applicable to the
appraiser or to their assignment.

2

3
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whether or not any anti-discriminalion law or regulation applies

An appraiser must not develop and/or repon an opinion ofvalue that, in whole or in pan, is based on
the actual or perceived race, ethnicity, color, religion, national origin, sex, sexual orientation, gender,

gender identity, gender expression, marital status, familial status, age, receipt of public assistance
income, or disability ofany penon(s).

An appraiser must not base an opinion ofvalue upon the premise that homogeneity ofthe inhabitants
ofa geographic area is relevant for the appraisal.

3. An appraiser must not perform an assignment with bias with respect to the actual or perceived race,

ethnicity, color, religion, national origin, sex, sexual orientation. gender, gender identity, gender
expression, marital status, familial status, age, receipt ofpublic assistance income, or disability ofany
person(s).

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

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

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

An appraiser

must not perfoim an assignment with bias;
must not advocate lhe cause or interest ofany pany or issue;

must no! dccepl on assignment lhal includes lhe ?eporling of predelermined opinions and
conclusions:
must not misrepresent his or her role when providing valuation services that are outside of appmisal
practice;
must not communicate assignment resulls 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 fnudulent;
must not knowingly permit an employee or other person to communicate a report orassignment results
that are misleading or fraudulent report;
must not engage in criminal conduct;
must not willfully or knowingly violate the requirements of the RECORD KEEPINC RULE; and must
not perform an assignment in a grossly negligent manner.

Ifknown prior to accepting an assignment, and/or ifdiscovered at any time during the assignment, an appraiser
must disclose to the clienl, and in each subsequent report certification:

)

4

CONDUCT
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any current or prospective interest in the subject prop€rty or panies involved; and
any services regarding the subject property performed by the appraiser within the three year period
immediately preceding acceptance ofthe assignment, as an appraiser or in any other capacity.

The appraiser can agree with the client to keep the mere occurrence ofa prior appraisal assignment confidential.
lfan appraiser has agreed with the client not to disclose that he or she has appnised a property, the appraiser must
declineall 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.

Prcsumably 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 P tchard & Abbott, Inc.-i.e., it will not be

confidential-so thal this particular conduct instruction is more or less a moot point (regarding the three year
period discussed) ifthe prior service is in fact the ad valorem tax appraisals p€rformed in previous tax years.

MANACEM ENT

The payment of a fee, commission, ora thing of value U!hg3pp!4i!9l in connection with the procurement of an
assignment must be disclosed. This disclosure must appear in the certification and in any transmittal lener in
which conclusions ofvalue are stated;however, lhe disclosure ofthe amount paid is not required. Inra-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 apredelemined resall, a direction in assignment rcsulk lhotfavon the csuse of lhe clienl,lhe
amounl ola value opinion,lhe atloinmenl ofo slipuloted rcsalr, or the occunence ofa subsequent event directly
related to the appraiser's opinions and specific to the assignment's purpose.

Advertising for or saliciizg assignmenls in a mannet lhal is Jalse, misleoding, or exaggeraled is unethical.
Decisions regarding finder or referral fees, contingent compensation, and advertising may not be the responsibility
ofan individual appraiser, but for a particular assignment it is the responsibility ofthe individual appraiser to
ascertain that there has been no breach ofethics, that the assignment consulting assignment has been prepared
in accordance with USPAP Standards. and that the report can be properly cenified when required by USPAP
Standards 2-3, 4-1, 6-3, 8-1, or l0-3.

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

In addition, an appraiser must not a{fix the signature ofanother appraiser without his or her consent. An appraiser
must exercise due care to prevent unauthorized use ofhis or hersignature. Horvever, an appraiser exercising such
care is not responsible for unauthorized use of his or her signature.

CONFIDENTIALITY

An appraiser must protect the confidentiat nature of the appraiser-propeny owner relationship

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

An appraiser must be aware of, and comply with, all confidentiality and privacy laws and regulations applicable
in an assignment.
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An appraiser must not disclose confidential factual data obtained from a properry owner to anyone other than

l. The client;
2. Parties specifically authorized by the client;
3. State appraiser regulatory agencies;
4. Third pafties as may be authorized by due process of law; or
5. A duly authorized professional peer review comminee except when such disclosure to a committee

would violate applicable law or regulation.

An appraiser must lake 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. ln addition,
an appraiser must ensure that employees, coworkers, subcontractors, or others who may have access to
confidential information or assignments results, are aware ofthe prohibitions on disclosure ofsuch information
or results.

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

When all confidential elements of confidential information are removed through redaction or the process of
aggregation, client authorization is not required for the disclosure ofthe 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 issuance ofany reporl or other communicalion ofassignment results. A wrinen summary
ofan oral repon must be added to the workfile within a reasonable time after the issuance ofthe oral report.

The workfile must include the name ofthe client and the identity, by name or type, ofany other intended users,

and true copies ofall written repofis, documented on any type ofmedia. (A true copy is a replica ofthe repon
transmitted to the client. A photocopy or an electronic copy ofthe entire repon ransmitted to the client satisfies
the requirement of a true copy.) A workfile must contain summaries of all oral reports or testimony, or a
transcript oftestimony, including the appraiser's signed and dated certification; and all other data, informalion,
and documenlation necessary to suppon 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 suppo 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 repon musl be

sufficient for the appraiser to produce an Appraisal Review Repon.

An appraiser must retain the workfile for a period ofat leastlveyears oller prcpararion or a1 least two yeals after
final disposition ofany 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 ofthe workfile. This includes ensuring that a workfile is stored in
a medium thal 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 reftieval for the purpose ol

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 workfi le 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 ofthe Ethics Rule.
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The appraiser must determine, prior to agreeing to perform an assignment, that he or she can perform the
assignment competenrly. Competency requires:

the ability to properly identifu 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 to the appraiser or the
assignmenl.

Competency applies to factors such as, but not limited to. an appraiser's familiarity with a specific type of
property, a market, a geographic area, oran analytical method. The background and experience ofappraisers
varies widely, and a lack ofknowledge or experience can lead to inaccurate or inappropriate appraisal practice.
The Compelency Rule requires on appruiser to have both lhe knotledge and the experience rcquircd to
perform a specfu appraisal senice compelen !. lf 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 ta\ work), the appraiser must meet the requirements of this Competency Rule at the
time the assignment is performed, rather than the effective date ofthe appraisal.

ACOUIRINC COMPETENCY

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

disclose the lack of knowledge an#or experience to thc client before accepting the assignment;
take all steps necessary or appropriate to complete the assignment competently; and
des*ibe, 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 lo have the necessary knowledge and/experience, or retention
ofothers who possess the necessary knowledge and./or experience.

ln an assignment where geographic competency is required (certainly useful ifnot outright necessary in propeny
ux appraisal assignments). an appraiser who is not familiar with the relevant market characteristics must acquire
an understanding necessary to produce credible assignmcnt resuls lor the specific property type and market
involved. Pritchard & Abbon, lnc., 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 ofthe assignment that he or she lacks the required knowledge and./or

experience to complete the assignment comp€tently. the appraiser must:

USPAP_P&A MIUP,RE.2024.wpd (Plnted )uly 9, 2024)

COMPETENCY RULE

An appraiser must: ( I ) 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
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notiry the client;
take all sleps necessary or appropriate underthe 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.

t-ACK OF COMPETENCY

Ifthe 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

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

An appraiser m ust properly identify the problem to be solved in order to determine the appropriate scope ofwork.
The appraiser must be prepared to demonstrate thal the scope ofwork is sufficient to produce credible assignment
results.

Scope of work includes, but is not limited to

the €xtent to which the propeny is identified;
the extent to which tangible property is inspected;
the type and extent oldata researched; and
the type and extent ofanalyses applied to arrive at opinions or conclusions

Appraisers have broad flexibility and significant responsibility in determining the appropriate scope ofwork for
an appraisal or appraisal review assignment. Credible assignment results require suppon by relevant evidence
and logic, The credibilit! ofassignment results b always measurcd in the contexl ofthe intended use.

An appraiser must gather and analyze information about those assignment elements that are necessary to properly
identify the appraisal, appnisal 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 inlended users;
intended use ofthe appraiser's opinions and conclusions;
type and definition of value;
effective date ofthe appraiser's opinions and conclusions;
subject ofthe assignment and its relevant characte stics; and
assignment conditions.

This inlormation 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 in[ormation is necessary for problem
identification in appraisal review and appraisal consulting assighments. Assignment conditions include:

assumptions;
extraordinary assumptions;
hypothetical conditions;
laws and regulations;
jurisdictional exceptions; and

other conditions that affect the scope ofwork.

USPAP_P&A NIUP_RE-2024 wpd (Ptinled )uly 9, 2024)
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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;

lhe expectations ofparties 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 ofwork is an ongoing process in an assignment. lnformation or conditions discovered
during the course ofan assignment might cause the appraiser to reconsider the scope ofwork. 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 ofwork to such a degree that the assignment
results are not credible in the context ofthe intended use. ln addition, the appraiser must not allow the intended
use ofan assignment or a client's objectives to cause the assignment results to be biased.

DISCLOSURE OBI,ICATIONS

The report must contain sufficient information to allow intended the client and other intended users to understand
the scope ofwork 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 musl be apprup ale lot lhe inlended use oflhe assignmenl resuhs.

Suflicient information includes disclosure olresearch and analyses performed and might also include disclosure
of research and analyses not performed. The appraber has broad flexibility and significant responsibility in
lhe level of delail ond nanner oldisclosing the scope ofwotk in lhe appruisal repo,l ot appruisql review ruporl
The appraiser may, but is not required to, consolidate the disclosure in a specific seclion or sections ofthe report,
or use a particular label, heading or subheading. An appraiser may choose to disclose the scope of work as

necessary throughout the repon.
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JURISDICTIONAL EXCEPTION RULE

If any applicable law or regulation precludes compliance with any part of USPAP, only that pan of USPAP
becomes void for that assignment. When compliance with USPAP is required by federal law or regulation, no
partofUSPAP can be voided by a law orregulation ofa state or localj urisdiction . lfhen rn oppraiser properly

Iollott's lhis Rule in disregading a pan of USPAP, therc is no violation of USPAP.

ln an assignment involving ajurisdictional 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 repon the part of USPAP lhat is voided by that law or
regulation; and
cite in the report the Iaw or regulation requiring this exception to USPAP compliance.

The purpose ofthe Jurisdictional Exception Rule is strictly limited to providing a saving or severability clause
intended to preserve the balance of USPAP ifone or more of its parts are determined as contrary to law or public
policy ofaj urisdiction. By logical extension, therecanbe no violation ofUSPAP by an appraiser who disregards,
with proper disclosure, only the part or pans 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 pan or pans of USPAP as void and of no force and effect in a
particularassignment without identifoing the part or parts disregarded and the legal authority justify ing this action
in the appraiser's reporl.

"Law" includes constitutions, legislative and court-made law, and administrative rules (such as from the Office
ofthe Texas Comptroller ofPublic Accounts) and ordinances. "Regulations" include rulesororders having legal
force, issued by an administrative agency . I nstruclionsfiom a clienl ot atlorney do nol eslobllsh ojurisdictionol
exception.

A jurisdictional exception prevalent in Texas is that appraisers are seeking to establish "fair market value" as

defined by the Texas Property Tax Code instead of"market value" as found in the USPAP definitions section.
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USPAP STANDARDS 5 AND 6: MASS APPRAISAL, DEVELOPMENT AND REPORTING
(General Discussion)

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

Standards 5 and 6 apply to all mass appraisals ofreal and personal property regardless ofthe purpose or use of
such appraisals. lt is directed toward the substantive aspects of developing and communicating competent
analyses, opinions, and conclusions in the mass appraisal of prop€nies, whether real property or Personal
prcperty. Standard 5 is directed toward the substantive aspects ofdeveloping credible analyses, opinions, and

conclusions in the mass appraisal of propenles, while Standard 6 addresses the content and level of information
required in a written report that communicates the results ofa mass appraisal- The reporting and j urisdictional
exceptions applicable to public mass appraisals prepared for purposes ofad valorem taxation do nol apply to mass

appraisals prepared for other purposes.

A mass appraisal includes:

identirying properties to be appraised;
defining market areas ofconsistent behavior that applies to properties;
identirying characteristics (supply and demand) that affect the creation ofvalue in that market area;

developing (specifiing) a modelstructure that reflects the relationship among the characteristics affecting
value in the market arca;
calibrating the model structure to determine the contribution ofthe individual characteristics affecting
value;
applying the conclusions reflected in the model to the characteristics ofthe properties being appraised;
and

reviewing the mass appraisal results.

Tlre Jurisdictional Exception Rule mav applv lo severul seclions ofStandatds 5 ond 6 becouse ad valorem ta\
adminislration is subiecl to vatious slote. countv. and ,nuniciDal laws.

As previously stated in the P&A Policy Statement (page 2), it may not be possible or practicable for all the mass

appraisai anributes listed above to be rigorously applie,i to the many types ofcomplex and/or unique properties

that P&A typically appraises. Onen there are contractual limitations on the scope ofwork needed or required.

More prevalently, these types ofproperlies do not normally provide a reliable database ofmarket 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 reporls all attributes Iisted 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 j urisdiclional exceplions when invoked (ifan
appraisal method or specific requirement is applicable but not necessary to attain credible results in a particular
assignment).

The various sections ofStandard 5 (deyelopment ofmass appraisal) and Standard 6 (communication ofthe mass

appraisal results) are briefly summarized below:
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. Ststrdard tl: Establishes the appraiser's technical and ethical framework. Specifically, appraisers must
recognize and use established principles, methods and techniques ofappnisal 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 offair market value. To this end appraisers must continuously improve his or her
skills to maintain proficiency and keep abreast ofany new developments in the real and personal property
appraisal profession- This Standards does not imply that competence requires perfection, as perfection is

impossible to anain. lnstead, it requires appraisers to employ every reasonable effort with regards to due
diligence and due care.

Sirndsrd t2: Defines the introductory framework requirements ofdeveloping a mass appraisal, focusing
on the identificalion and/or definition of client(s), inlended users, effective date, appraisal perspective,
scope ofwork, extraordinary assumptions, hypothetical conditions, the type and definition ofvalue being
developed (typically "fair market value" for ad valorem tax purposes), characteristics ofthe property being
appraised in relation to the type and definition ofvalue and intended use, the charactedstics ofthe property's
market, the property's real or personal attributes, fractional interesl applicability, highesl and best use

analysis along with other land-related considerations, and any other economic considerdtions relevant to the
property.

a

a

a

Standard t3: Defines requirements for developing and specifting appropriate mass appraisal data and
elements applicable for realand personal property. For real property, the data and elements include: ex isting
land use regulations, reasonably probable modification ofsuch 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 ofthe appropriate market consistent with the type and definition of
value.

Standard 5-4: Funher defines requiremenb for developing mass appraisal models, focusing on
development of standardized data collection forms, procedures, and raining materials that are used

uniformly on the universe of properties under consideration. This rule specifies thal appraisers employ
recognized techniques for specifying and calibrating mass appraisal models. Model specification is the
formal development ofa model in a statement or mathematical equation, including all due considerations
for physical, functional, and extemal market factors as they may affect the appraisal. These models must
accurately represent the relationship between propeny value and supply and demand factors, as represented
by quantirative and qualitative propeny 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 suilable for representing the
observable property characteristics such as adaptive estimation. Model calibration refers to the process of
analyzing sets ofproperty and market data to determine the specific parameters ofa model.

Standard 5-5: Defines requirements for collection of sufficient factual data, in both qualitative and
quanlitative 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 lo ensure cunent and
consistent records. This rule also calls for calls for an appraiser, in developing income and expense
statements and cashflow pro.jections, to weigh historical information and trends, cunent 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 analyz€d, as well astheneed
for and extent ofany physical inspection ofthe properties being appraised.

a
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a

a

a Standard $'6: Defines requirements for application of a calibrated model to lhe propefty 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 ro value sites by recognized methods or techniques such as

allocation method, abstraction method, capitalization ofground rent, and land residual; the appraiser to
develop value of leased fee or leasehold estates with consideration for terms and condiiions ofexisting
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, ifany, ofthe assemblage ofthe various parcels,

divided interess, or component pans ofa 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,

. Stendard 5-7: Defines the reconciliation process ofa mass appraisal. Specifically, appraisers must analyze
the results and/or applicability of the various approaches used while ensuring that, on an overall basis,

standards ofreasonableness and accuracy are maintained with the appraisal model selected (underline added
for emphasis). It is 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

accur<tcy. Appraisers have a professional responsibility to ensure that, on an overall basis, models prod uce

value conclusions that meet attainable standards ofaccuracy.

a Standard Gl: Defines general requirements ofa mass appraisal repon which is required to be in writing;
no option exists fororalreports. This standard addresses the levelofinformation required sothat the report
is clearly understood (i.e., not misleading) and sufficiently qualified with any assumptions and conditions
(elements of which are further detailed in the next three sections of this repon that discuss P&A appraisal
procedures wi!h regards to specific categories of propeny).

Standard G2: Defines specific content required to be included in a mass appraisal writlen repon

Standard G3; Defines the certification ofthe mass appraisal wrinen repon

The following sections ofthis repon discuss in more detail the various elements ofthe development of P&A's
mass appraisals and associated wrinen reports as required by USPAP Standards 5 and 6, with regards to P&A
appnisal of Mineral Interests, lndustrial, Utility, Related Personal Propeny, and Real Estate.
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USPAP STANDARDS 5,6-1,6-2: MASS APPRAISAL OF MINERAL INTE,RESTS

Definition of Aooraisal Responsibiliw (Scooe of Effort): The Mineral Valuation Department of Pritchard &
Abbon, Inc. ("P&A" hereinafter), is responsible for developing oedible values for mineral interesls (full or
fractional percentage ownership ofoil and gas leasehold interesr, 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) Ieases. Mineral interests are typically considered q94!_p1qp9gy because oftheir derivation from the
bundle ofrights associated with original fee simple ownership of land. Typically all the mineral interests that
apply to a single producing lease are consolidated by type (working vs. royalty) with each rype 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 govemmental entity charged with appraisal responsibility for ad valorem tax purposes,

although other types ofclients (private businesses, individuals, etc.) occasionally contract for appraisal services
which are strictly for various non-ad valorem ta,r purposes so that no conflicts oI 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 nol wish to or cannot legally
request the appraisal repon not identify the client.

Intended users ofour reports are typically the client(s) for which we are under direct contract. Although ta,rpayers

or their agents who own and./or represent the subject property being appraised often receive these reporls 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 receiviog a copy of a report in order to satis$ disclosure
requirem€nts does not become aIl iI!t€nded user of the sppraisal or mass appraisal unless the sppraiser
specificauy identifies such party as an inlended user. Potential other users include parties involved in
adjudication ofvaluation disputes (review board members, lawyers,judges, etc.), govemmental agencies which
periodically review our appraisals for various statutory purposes (such as the Texas Comptroller's Office) and
private parties who may obtain copies ofour appraisals through Open Records Requests made to governmental
agencies.

Notei fhi5 section, in coniunction wirh ony o,:oched ot seporote! Novided P&A-geneeted opprokol rcpo,rs

speairic to Oe subjea propeny ot propenies. consdures she 'mosi opp.oisol wntlen.epon" os rcquied by

USPAP Stondo.ds 6-l ond62. For mc6s opp.oisol, o wtiaen ,epodit not Ptovided fat eo<h indivituol yopeny.

An individual ptoperV record u workheet moy desqibe the wluoioa of o specifrc propeny ofte. the oppli.othn

ofthe moss opp.akol nodel USPAP Stoa,dol& 63 (<ertificotion) an be found otthe end of this repon USPAP

Sundods 5-l through 5-7 (insuuaions ond erplo^othns regordhg the developmen( opplico on, ond

recorrciliotion of moss opptoisol volres), os thel opply to P&A trI,c65 opptoisol prc.edwes, orc dis@ssed belorr.

UsPAP DOEs NOI D'CTATE fHE FORM, FORIAAT, OR STYIE OF APPMIS{ REPORIS, WH'CH ARE

FUNCTONS OF IHE NEEDS OFUSERSAND PROYIDERS OFAPPMISAI, SERYICES. USPAPALsO DOES NOI
M NDATETHAI EACH APPM,SAL REPORI BE LIN6THYAND FUII OF DlSCLqliVERS. Reoders should note

thoto PA rcpotls, ,lnless rtot€d otierwise, orc of o "re$riaed" not/Ure *hereos oddiioool dc(]Uinentotton ond

detal mol be qailable pet cedoin Texas Properi/ Tox Code yov(ions.
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This seclion of P&A's USPAP rcport is nol opplicable lo ony minerul ot minerul intetest properA lhat an
appraisol disbicl oppraises outside of P&A's apprabal senices, in which ctse the oppruisal dMtict's oeerull
USPAP repon should be referenced.

P&A makes the Extreordinsry Assumption that all propenies appraised for ad valorem tax purposes are

marketable whereas ownership and title to property are free ofencumbrances and other restrictions that would
affect fair market value to an extent not obvious to the general marketpiace. lfand/or when wearemade 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 currenl market value or "fair market value" ofsaid mineral interests
Fair market value is typically described as the price at which a propeny would sell for il

exposed in the open market with a reasonable time for the seller to find a purchaser;
both the buyer and seller know ofall the uses and purposes to which the property is, or can be, adapted

and ofthe 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 pany at a

disadvantage to the other.]

For ad valorem tax purposes the effective date is usually legislatively specified by the panicular Stale in which
we are working - for example, in Texas the lien date is January I per the Texas Propeny Tax Code. For ad

valorem tax purposes, the date ofthe 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 ofthe effective date).

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

the expectations ofparticipants in the market for the same or similar appraisal services; and
what P&A's peers' actions would be in performing (he same or similar appraisal services in compliance
with USPAP.

Lesal and Statutory Requirements ln Texas, the provisions ofthe Texas Property Tax Code and other relevant
legislative measures involving appraisal administration and procedures control the work of P&A as an extension
of the Appraisal District. Oth€r states in which P&A is employed will have similar controlling legislation,
regulatory agencies, and govemmentalentities. P&A is responsible iorappraising properly onthe basisofits fair
market value as ofthe stated effective date (January IinTexas)foradvaloremtaxpurposesforeachtaxingunit
that imposes ad valorem taxes on property in the contracted Appraisal District- All mineral properlies (interests)

are reappraised annually. The definition ofFair 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 Jurisdictionsl Exception supercedes the

definition of"market value" as found in USPAP definitions.
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ARE EXTRACTED FROM THE SUBSURFACE OF THE LAND WHERE THEY RESIDE AS T.'INERALS IN PLACE
,.I.4ONETIZES.,THE INTERESI AND THUS GIVES THE INTEREST ITS VALUE. WHENEVER P&A REFERs TO
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..I"INERAL 
PROPERTIES'' IN THIS REPORT OR IN ANY OTHER SETTING, IT IS TH€ T,lINERAL INTEREST. AND NOT

TH€ MINERAL ITSELF, TIIAT IS TIIE SUEJECT OF THE REFERENCE.

Administrative Reouirements: P&A follows generally accepted and./or recognized appraisal practices and when
applicable, the standards ofthe Intemational Association ofAssessing Officers (IAAO) regarding its appraisal
practices and procedures. P&A, when applicable, also subscribes to the standards promulgated by the Appraisal
Foundation known as the Uniform Standards ol Professional Appraisal Practice (USPAP). ln all cases where
tAAO and/or USPAP requirements cannot be satisfied for reasons ofpracticality or inelevancy, P&A subscribes
lo "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
requirements are specified by the Texas Propeny Tax Code andor at the specific request ordirection ofthe Office
ofthe ChiefAppraiser.

Appraisal Resources

Personnel: The Mineral Valuation Division staffconsists ofcompetent 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 Depanment of Licensing and
Regulation (TDLR) and/or other licensing and regulatory agencies as applicable.

!46: Foreach mineralproperty a common set ofdata characteristics (i.e. historical production, price and expense
data) iscollected from varioussources andentered into P&A's mainframe computer system. H istorical production
dala and price data is available through state agencies (Texas Railroad Commission, Texas Comptroller, et al.)
orprivate firmswhogather, format and repackage such data lor sale commercially. Each property's characteristic
data drives the computer-assisted mass appraisal approach to valuation.

lnflormalion Syslems: The mainframe systems are augmented by th€ databases that serve the various in-house
and 3'd-pany applications on desktop personal computers. ln addition, communication and dissemination of
appraisals and other information is available to the taxpayer and client through electronic means including intemet
and other phone-line connectivity- The appraiser supervising any given contract fields many ofthe public's
questions or redirects them to the proper department personnel.

VALUATION APPROACH (MODEL SPECIFICATION)

Conceots 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 ofreasonable performance doexist, andthereare usually
reliable means of measuring and applying these standards.

Petroleum propenies are subject todepletion, and capitalinvestment must be retumed before economic exhaustion
ofthe resource (mineral reserves). The examination ofpetroleum properties involves understanding the geology
ofthe resource (producing and non-producing), type ofreservoir energy, the methods ofsecondary and enhanced
recovery (ifapplicable), and the surface treatment and marketability ofthe 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.

usPAP, P&A tnlUP RE.2024-wpcl (Printed )uly 9, 2024) Page 27 of 43



MASS APPRAU'AL OF I'IUP PROPERTTES PER USPAP STAI{OARDS (2024 EOTTIOT{}
EFFECTIVE JANUARY 1, 2024
PRTTCHARO & ABAOTT, IIIC.

Approaches to Valu€ for Petroleum Property

Cost Aoproach: The use ofcost data in an appraisal for market value is based upon the economic principle of
substitution. The cost approach typically derives value by a model that begins with replacemenl cost new (RCN)
and then applies depreciation in all its forms (physical depreciation, functional and economic obsolescence). This
method is difficult to apply to oil and gas properties since Iease acquisition and development may bear no relation
to present,4orth. Though very useful in the appraisal ofmany other types ofproperties, the cost approach isnot
readily applicable to mineral propenies. IKeep 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 lo land; it is a moot point because both are real properties that

are inherently non-replaceable.] As a general ru le, and for the reasons strted sbov€, Pritchard & Abbott, Inc.,
does not employ the cost approach in the apprsisal of mineral inter€sts.

Market Approach: This approach may be defined as one which uses data available from actual tmnsactions

recorded in the market place itself; i.e.. sales ofcomparable propenies 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 ofthe 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 ofmarket
data su{ficient for meaningful statistical analysis. Second, allconditions ofeach sale must be knownand carefully
investigated to be sure one does have a comparative indicator ofvalue 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

a total purchase price must be allocated to the individual components - a speculative and somewhat arbitrary iask

at best. In the case ofoil and gas properties, a scarcity ofsales requires that every evidence ofmarket data be

investigated and analyzed. Factors relative to the sale ofoil and gas properties are:

cuneni production and estimated declines forecast by the buyer;
estimated probable and potential reserves;

general lease and legal information which defines privileges or limitation ofthe equity sold;
undeveloped potential such as secondary recovery prospects;
proximity to other p.oduction already operated by the purchaser;

contingencies and other cash equivalents; and

other factors such as size ofproperry, gravity ofoil, etc.

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 future income stream to the
property. This future income may then be convened (discounted) into an estimate ofcunent 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 is no better than the reliability ofthe input data. The
underlying assumption is that people purchase the property for the future income the propeny will yield. Ifthe
land or improvements are ofany residual value after the cessation ofoil and gas production, that value should also
b€ included (if those components are also being appraised).
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In the event that all these factors are available for analysis, the cons€nsus efforl would be tanlamount 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. Asageneral rule,and for the reasons stated
above, Pritchard & Abbott, Inc., rarely employs a rigorous application of the market approach in the
appraisal of minerrl inter€sts.



The relevant income that should be used is the expected future net income. Assumptions ofthis 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 (quantiry oflhe minerals) are estimatd for the property.
Future income is less yaluable 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 predominsntly on the
income approach to vrlue in the appraisal of mineral interests.

DATA COLLECTION/VALI DATION

Sources of Data: The main source of P&A's property data is data from the Railroad Commission ofTexas as

reported by operalors. Asamonthly activity, the dataprocessing department receives datatapes orelectronic files
which have updated and new well and production data. Other discovery tools are fieldwork by appraisers,
financial data from operators, information from chief appraisers, tax assessors, trade publications and city and
local newspapers. Other members ofthe public oflen provide P&A information regarding new wells and other
useful facts related to property valuation.

Another crucial set of data to obtain is the ownership of these mineral interests. Typically a mineral lease is

fractionated and executed with several ifnot many owners. This information is typically requested (under a

promise of confidentialily conceming owners' personal information) from pipeline purchasers and/or other
entities (such as operators) who have the responsibility ofdisbursing the income to the mineral interest owners.
Another source ol ownership information is through the taxpayers themselves who file deeds of ownenhip
transfer and/or correspond with P&A or the appraisal district directly.

Data Collection Procedures: Electronic and field data collection requires organization, planningand supervision
ofthe appraisal staff. Datacollection procedures for mineral properties are generally accomplished globatly by
the companyi i.e., production and price data for the enlire 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 servesas the basis foithe valualion ofm ineral propenies. P&A is divided into four district offices
covering different geographic areas. Each olTice has a district manager, appraisal and ownership mainlenance
staff, and clerical staffas appropriate. While overall sundards ofperformance are established and upheld for the
various district offlces. quality of data is emphasized as the goal and responsibility ofeach appraiser.
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VALUATION ANALYSIS (MODEL CALIBRATION)

Appropriate revisions and,/or enhancements ofschedules or discounted cash flow software are annually made and

then tested prior to the appraisals being performed. Calibration rypically involves performing multiple discounted
cash flow tests lor leases with varying pammeterinput to check the conelation and relationship ofsuch indicators
as: Dollars ofValue Per Banel ofReserves; Dollars ofValue Per Daily Average Banel Produced; Dollars of
Expense Per Daily Average Banel Produced; Years Payout ofPurchase Price (Fair Market Value). ln a more
classical calibration procedure, the validity ofvalues by P&A's income approach to value is tested against actual
market transactions, ifand when these transactions and verifiable details ofthese transactions are disclosed to
P&A. Ofcourse these transactions must be analyzed for meeting all requisites offair market value definition.
Any conclusions of this analysis are then compared to induslry benchmarks for reasonableness before being
incorporated into the calibration procedure.

INDIVIDUAL VALUE REVIEW PROCEDURES

Individual property values are reviewed several times in the appraisal process. P&A's discounted 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 allofthe parameters ofdata
entry so as to anive at a value more indicative ofindustry standards. Examples ofindicators are dollars ofvalue
per barrelofoilreserve, years payout, etc. In addition to appraiser review, taxpayers are afforded the opportunity
to review the appraised values, either before or after Notices of Appraised Value are prepared. Operators
routinely meet with P&A's appraisers to review parameters and to provide data not readily available to P&A
through public or commercial sources, such as individual lease operating expense and reserve figures. And of
course, all property values are subject to review through normal protest and Appraisal Review Board procedures.
with P&A acting as an extension ofthe Office ofthe ChiefAppraiser.

PERFORMANCE TESTS

An independent test ofthe appraisal performance of properties appraised by P&A is conducted by the State of
Texas Comptroller's Oflice through the annual Pmperty Value Study for school funding purposes. This study
determines the degree ofuniformity and the median level ofappraisal for mineral propenies. Schooljurisdictions
are given an opportunity to appeai any preliminary iindings. A fter the appeal process is resoived, ihe Comptroller
publishes a report ofthe findings ofthe study, including in the report the median level ofappraisal, the coefficient
ofdispenion around the median level ofappraisal and any other standard statistical measures that the Comptroller
considers appropriate.
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Nolej This lection, in conjunction with ony oatoched or sepootely ptovided P&Aaenersted opptoisal .epons

5pedria to l,le surjecl propedy ot ptopeflies, constir/tes tfie "mos5 opptobol wrinen repod" os reguted by

USPAP Stcodods 6- I ond 6-2. Fo, moss opp@isol, o v,'inen rcpon is not p.ovided fot eoch indind.lol proP.ny.

An indiiduol prcpertf .e.od ot workheet mal des<tibe the voludaan of o specific prope'!.y oftet the oppticdtjon

of the moss opp.oisol nodel- USPAP Stondod 63 (cutfrcoion) con be foond ot the end of th,s report USPAP

Stondords 5-l thtough 5-7 (ihstrucions ond etplodotiorc rcgoding tie develoynen\ opplicoton, ond

reconciliotion of rnoss opproaol voluei), os drey opfu to P&A moss opprobol prc@dures, arc discused below.

UsPAP DOES NOT OICTATETHE FOM, FORIIIAT, OR STYLE OF APPM'SAI. REPORIS, WHICH ARE

FUNCTONS OF IHE NEEDS OF USERS AND PROYIDERS Of APPMI'qI SERYICES. USPAP ALSO DO€S

NOI MANDAIE THAI EACH APPR ISAI REPORI BE TENGTHY AND FULL OF OISCLAIMERS. Reoders should

notE thot oll P&A repons, unless stoted otierwrie, ote of o "restticted" noure vvhereos odditionol documentoton

ond detoil mq be wailoble Per cenoin Texos Prcpedy fo, Code provisions.

USPAP STANDARDS 5, Gl,6-2: MASS APPRAISAL OF TNDUSTRIAL, UTILITY
AND RELATED PERSONAL PROPERTY

INTRODUCTION

Definition ofAppraisal Responsibility (Scope ofEffon): The Engineering Services Department ofPritchard &
Abbon, [nc. (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 responsibiliry for ad valorem tax purposes,

although other types ofclients (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 govemmental entities in
satisfaction of conractual obligations related to ad valorem tax , the client does not wish to or cannot legally
request the appraisal repon not identiry the client.

lntended users ofour reporls 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 ofien receive these reports either
by law or as a courtesy ol the client or P&A, this receipt does not mean these parties automatically become
Intended Users as defined by USPAP. A p8rty receiying a copy of a report in order to satisfy disclosure
requirements do€s not become an intended user of the apprsisal or mass eppraisal unless the appraiser
specirically identifies such party as an intended user. Potential other users include parties involved in
adjudication ofvaluation disputes (review board members, la\vyers, judges, etc.), govemmental agencies which
periodically review our appraisals for various statutory purposes (such as the Texas Comptrollels Office) and

private parties who may obtain copies ofour appraisals through Open Records Requests made to govemmental
agencies.

This section of P&A's USPAP report is nol applicable lo an! lndust al, Utility, or reloted Personql Property
that on apprubol dMtict appruises oulside of P&A's apprakal senkes, in phich case lhe approbal dislricl's
overall USPAP report should be relerenced.
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P&A makes the Extraordinsry Assumption that all propenies appraised for ad valorem tax purposes are

marketable whereas ownership and title to property are free ofencumbrances and other restrictions that would
affect fair market value to an extent not obvious to the general marketplace. lf 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 delermine current market value or "fair market value" ofsaid industrial, utility,
and related personal property. Fairmarket value istypically described as the priceat whicha 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 ofall the uses and purposes to which the property is, or can be, adapted
and oflhe enforceable restrictions on its use; and
both the buyer and seller seek to maximize lheir 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.l

P&A believes lhis seclion ofthis repon, in conjunction with any attached or separately provided P&A-generated
report(s), meets the USPAPdefinition 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 appnisal services in compliance
with USPAP.

Legal and Statutorv 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 ofJanuar) l

for ad valorem tax purposes for each taxing unit that imposes ad valorem taxes on property in the contracted
A ppraisal District. A ll industrial, utility and personal properlies 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 lntemational Association of Assessing Officers (IAAO) regarding its appraisal
practices and procedures. P&A, when applicable, also subscribes to 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 ofpracticality or inelevancy, P&A subscribes
to "generally accepted appraisal methods and techniques" so that its value conclusions are credible and

defendable. P&A submits annual orbiannual contract bids to the Office ofthe ChiefAppraiser and is bound to
produce appraisal estimates on industrial, utility and personal properties within the cost constraints ofsaid bid.
Any appraisal practices and procedures followed by P&A not explicitly defined through IAAO or USPAP
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For ad valorem tax purposes the effective date is usually legislatively specified by the panicular State in which
we are working - for example, in Texas the lien date is January I per the Texas Property Tax Code. For ad
valorem tax purposes, Ihe date ofthe 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
circumslances (information after the effective date being applicable only ifit confirms a trend or other appraisal
condition that existed and was generally known as ofthe effective date).
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requirements are specified by the Texas Property Tax Code and/or at the specific request ordirection ofthe Office
ofthe ChiefAppraiser.

Appraisal Resources

Personnel: The Engineering Services Department and P&A's appraisal staffconsists ofappraisers with degrees
in engineering, business and accounling. All personnelare Registered ProfessionalAppraisers with the State of
Texas, or are progressing towards this designation as prescribed by the Texas Department of Licensing and

Regulation (TDLR).

Dajle: A set of data characteristics (i.e. original cost, year of acquisition, quantities, capacities, nel 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 fi les. Each property's characteristic data drives
the appropriate computer-assisted appraisal approach to valuation.

lnformation Svstems: P&A's mainframe computer syslem is composed oIin-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)

Conceots ofValue: The valuation of indusrial, utility and personal properties is not an exact science, and exact

accuracy is not anainable due to many factors. These are considered complex propenies 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 propeny relies heavily on the discovery of the

propeny followed by the application ofrecognized appraisal techniques. The property is subject to inflation and

depreciation in all forms. The appmisal ofinduskial and personal property involves understanding petroleum,

chemical, steel, electrical power, lumber and paper industry processes along with a myriad of other industrial
processes. Economic potential for this property usually follows eitherthe specific industry or the general business

economy. The appraisal ofutility propenies involves understanding telecommunications, electrical transmission
and distribution, petroleum pipelines and the railroad industry. Utility properties are subject to regulation and

econopic obsolescence. The examination ofutility property involves the understanding ofthe 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 prop€fty 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 ofall the uses and purposes to which the properly is adapted and for
which it is capable ofbeing used and ofthe 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 ofthe other.

Approaches to Value for lndustrial, Utility, and PGrsonsl Property
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Cost Aooroach: The use ofcost data in an appraisal for market value is based upon the economic principle of
substitution. This method is most readily applicable to the appraisal ofindustrial and personal proFrty and some
utility property. Under this method, the market value ofproperty equals the value ofthe land plus lhe current cost
of improvements less accrued depreciation. An inventory of the plant improvements and machinery and
equipment is mainlained by personally inspecting each facility every year. As a g€neral rule, and for the
ressons ststed above, Pritchard & Abbott, Inc., relies predominantly on the cost rpproacb to value in th€
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 ofthe market approach for appraising
industrial, utility and personal properties. First, lhe prop€rty sales data is seldom disclosed; consequently there
is insu[tcient 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 properlies 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 ofthese sales presents unique challenges and hindrances to the process ofallocation ofvalue to the
individual components of the trdnsaction.

In the case ofindustrial, utility and personal properties, a scarcity ofsales requires that all evidence ofmarket data
be investigated and analyzed. Factors relative to the sale ofthese properties are:

plant capacity and current production; terms of sale, cash or equivalenti
complexity of properly;
age ofproperty;
proximity to other industry already operated by the purchaser; and
other factors such as capital investment in the property.

As a generrl rule, snd for the reasons stated above, Pritchard & Abbott, Inc., rrrely employs a rigorous
application ofthe msrket approach in the appraissl ofindustrial, utility, aod personal prop€rty.

lncome Aoproach: This approach to value most readily yields ilselftoall income generating assets, especially
utility properties. Data for utility properlies 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 ofvalue.
The valuation oflan 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 ofconyerting 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 propeny 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 inlerest expense (adjustments for Federal lncome Taxes may or may not be required).
Assumptions ofthis method are:

Past income and expenses are a consideration, insofar as they may be a guide to future income, subje€t
(o regulation and competition.
The economic life ofthe property can be estimated.
The future production, revenues and expenses can be accurately forecasted. Future income is less
valuable than cunent income, and so future net income must be discounted to make it equivalent to the
present income. This discount faclor reflects the premium of present money over future money, i.e.,
interest rate, liquidity, investment management, and risk.
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As e genersl rule, and for the reasons ststed sbove, Pritchard & Abbott, lnc., employs the incom€ approach
io the rppraisal of industriel and utility property only when qulntifiable levels of income are able to be
reliably determioed and/or projected for the subject property. P&A does not employ the income approach
in the appraisal of personsl 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 cu entcosts. 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 repons, information from chiefappraisers, renditions, tax assessors, trade publications
and city and local newspapers. Other members ofthe public often provide P&A information regarding new
industry and other useful facts related to property valuation.

Data Collection Procedures: Electronic and field datacollection requires organization, planning and supervision
of the appraisal staff. Data collection procedures have been established for industrial and personal properlies.
Appraisers gatherand record information in the mainframe system, wherecustomized 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 oflice has a district managerand field staff. While overall standards

ofperformance are established and upheld for the various disrict offices, quality ofdata is emphasized as the goal

and responsibility ofeach appraiser. Additionally, P&A's Engineering Sewices Department provides supervision
and guidance to all district offices to assist in maintaining uniform and consist€nt 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. ifand when these transactions and verifiable details ofthe transactions are disclosed to P&A. These

tmnsactions 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

lndividual property values are reviewed several times in the appraisal process. P&A's industrial, utility, personal
propeny programs and appraisal spreadsheets afford the appraiser the opportunity to review the value being
generated. ORen the appraiser is prompted to reevaluate some or allofthe parameters ofdata entry so as to anive
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

aflorded the opponunity to review the appraised values either before or after Notices of Appraised Value are
prepared. Ta,rpayers, 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 rdte studies. And ofcourse, all propeny values are subject to review lhrough normal protest and

Appraisal Review Board procedures, with P&A acting as a representative of the Office ofthe Chief Appniser.
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PERFORMANCE TESTS

An independent test ofthe appraisal performance of poperties appraised by P&A is conducted by the State of
Texas Comptroller's Ofnce through the annual Property Value Study for school funding purposes. This study
determines the degree of uniformity and the median level ofappraisal for utility propenies. School jurisdictions
are given an opportunity to appealany preliminary findings. After the appeal process is resolved, the Comptroller
publishes a repon ofthe findings ofthe study, including in the report the median level ofappraisal, the coeffrcient
ofdispersion around the median level ofappraisal and any otherstandard statistical measures that the Comptroller
considers appropriate.
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USPAP STANDARDS 5, 6-1, 6-2: MASS APPRAISAL OF RESIDENTIAL REAL ESTATE

INTRODUCTION

Definition ofAppraisal Responsibility (Scooe of Effort): The Residential Division ofPritchard & Abbott, lnc.
("P&A" hereinaRer), is responsible for developing fair and uniform market values lor real estate parcels within
certain Appraisal Districts. P&A contractually provides a wide degree ofprofessionalservices depending upon
each contract requirement.

P&A's typicalclient is a govemmental entity charged with appraisal responsibility for ad valorem tax purposes,

although other types ofclients (pdvate businesses, individuals, etc.) occasionally conract for appraisal services
which are strictly for various non-ad valorem ta\ 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 govemmental entities in
satisfaction ofcontractual obligations related to ad yalorem tax , the client does not wish to or cannot legally
request the appi-aisal report not identiry the clieni.

Intended users ofour 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 rcports eilher
by law or as a courtesy of the client or P&A, this receipt does not mean these panies automatically become

lntended Users as defined by USPAP. A party receiving a copy ofr report in order to satisfy disclosure
requirements does not become an intended us€r of the appraisal or mass appraisal unless the appraiser
specifically identifies such party as an inteoded user. Potential other users include panies involved in
adjudication ofvaluation disputes (review board members, la*7ers,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 oblain copies ofour appraisals through Open Records Requests made to govemmental

agencies.

This seclion of P&A's USPAP report b nol applicable lo any real eslale prupeiy lhol on oppruisal dislricl
appraises oulside of P&A's appraisal semices, in which case lhe apprabql distic!'s oeerull USPAP reporl
should be rekrenced.

USPAP,P&A |1IUP-RE.2O2a.spd (Priated )uly 9, 202a) Page 37 of 43



llAss APPRAISAL OF MIUP PROPERTIES PER USPAP SIANDARDS (2024 €Drlloi{)
EFFECTTVE JANUARY I, 2024
PRITCHARD & ABAOTT, INC.

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 ofencumbrances and other restrictions that would
affect fair market value to an extent not obvious to the general marketplace. lfand/or when we are made aware
ofany encumbrances, etc., these would be laken into account in our appraisal in which case the exraordinary
assumption stated above would be revoked.

P&A is typically under contract to determine current market value or "fair market value" ofresidential real estate
Fair market valu€ is typically described as the price at which a property would sell for il

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 propeffy is, or can be, adapted
and ofthe 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. lExigencies are pressing or urgent conditions that leave one party at a

disadvantage to the other.l

For ad valorem tax purposes the effective date is usually legislatively specified by the particular State in which
we are working - lor example, in Texas the lien date is January I per the Texas Propeny Tax Code. For ad
valorem tax purposes, the date ofthe 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
circumslances (information after the effective date being applicable only if it confirms a trend or other appraisal
condition that existed and was generally known as ofthe effective date).

P&A believes this section ofthis repon, in conjunction with any anached orseparately provided P&A-generated
report(s), meets the USPA P defin ition of"typical practice"; i.e., it satisfies a level ofwork 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.

Lesal 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 lor appraising property on the basis of its market value as ofJanuary l
for ad valorem tax purposes loi each taring unit that imposes ad valorem taxes on properrJ.. in lhe contracied
Appraisal District. The definition ofFair 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 Requiremens: P&A follows the standards ofthe lntemational Association ofAssessing OIIicers
(IAAO) regarding its appraisal practices and procedures. P&A also subscribes to the standards promulgated by
the Appraisal Foundation known as the Uniform Standards ofProiessional Appraisal Practice (USPAP), P&A
submits annual or biannual contract proposals to the Oflice ofthe ChiefAppraiser and is bound to produce mass
appraisal estimates on real estate propenies within the cost constraints ofsaid 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 ofthe Office ofthe ChiefAppraiser.
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Personnel: The Real Estate staffconsists of licensed Registered Professional Appraisers through the Texas
Department of Licensing and Regulation (TDLR), and are qualifled to provide the complete range of
professional appraisal services required.

!gq: 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.

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

VALUATION APPROACH (MODEL SPECIFICATION)

Area Analysis: Dala involving economic forces such as demographic, pattems, employment and income patlems,

trends in realestate property prices and rents, interest rates, availability ofproperty, economic and climalic factors
that may affect production ofrural lands, are collected from various sources. Any information particular to a
given region or appraisal district helps the appraisal staffdetermine market conditions or trends that may affect
market value.

Neishborhood and Market Analvsis: Neighborhood analysis involves the examination ofhow physical, economic,
govemmental and social forces and other influences affbct property values. The effect ofthese forces are also
used to identify, classifo, and organize comparable properties into smaller, manageable subsels ofthe universe

ofproperties 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 ofbuildings or population, the desire for
homogeneity, or similar factors.

Each neighborhood may be characterized as being in a stage ofgrowth, stability, or decline. Thegrowth period

is a time ofdevelopment and construction. ln the period ofstability, or equilibrium, the forces ofsupply and

demand are about equa!. The period of decline reflects diminishing demand or desirability. During decline
general property use may change. Declining neighborhoods may become economically desirable again and

experience renewal, reorganization, rebuilding, or restoration, marked by modemization and increasing demand.
The appraisal staffmust analyze whether a particular neighborhood is in a period of gromh, 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 neighborhoods or for developing neighborhood ratings, which are introduced
as adjustments in mass appraisal models.

Site descriptions and analysis provide a description ofthe subject property and an analysis of factors that affect
the market value ofthe 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 ofthe 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 ofthe
subjecl propeny, 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 rcpresent highest and best use and

conform to the neighborhood.

The improvemenl analysis describes relationships among items and compares them to those in competing
properties and to neighborhood standards. ltemsthatwill 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 ofeffective age and remaining economic life.

Cunently 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.

Hiehest and Best Use Analvsis: Highest and best use analysis is the culmination ofregional, neighborhood, and

site analysis. All three are used to help the appraisal staffunderstand the factors affecting property values in
the market being analyzed and the most probable useofthe site in long-run economic equilibrium. Highestand
best use is the reasonable and protrable use thal supports lhe highest present value as ofthe date ofthe 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 ofthe date ofappraisal. Just as real estate values
change, the highest and best use ofa property may change over time.

DATA COLLECTION/VALI DATION

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

Sources of Data: Each District's appraisal manual and schedules are adopted and maintained by the P&A
appraisal stafi Data used to perform appraisals are generally collected with ajoint 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: Fie ld data collection is coord inated and organized by the field appraisers to insure
uniformity in appraisal technique. The slalfconducts [ield inspections and record iirformation on a particular
property field worksheel. This dala is enlered 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 that are presenl in each respective district.

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

Statistical Analvsis: Appraisers perform statistical analysis annually to evaluate whether values are equitable and

consistent with market conditions. Appmisal slatistics, centraltendency and dispersion generated from sales are
available foreach class ofproperty. These summary statistics include meanand median ratios, standard deviation,
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Market Adiustment: Depending upon the data provided by the sales mtio 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. ln most cases field inspections are done within the outline of the respective Appraisal District's
Reappraisal 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 Propefty Value Study for school funding purposes. This study
determines the degree of uniformity and the median level of appraisal for real estate properties. School
jurisdictions are given an opportunity to appeal any preliminary findings. After rhe 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 of dispersion around the median level of appraisal and any other standard statistical
measures the Comptroller considers appropriate.
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A signed certiticetion is an irtegral componert of the appraisal report. The above certification is not
intend€d to disturb an elected or appointed assessor's lyork plans or oaths of omce.

a An appraiser who signs any part of th€ mass appraisal report, including I letter of transmittal,
must also sigo this certification. This certilication applies to all assignment results and well as 8ll
contents of th€ appraisal report(s).

. When a signing appraiser has relied on work done by appraisers and others who do not sign the
c€rtirication, the signing appraiser is responsible for th€ decision to rely on their work. The signing
appraiser is rcquired to have a r€asonable basis for believing that: a) those individuals performing
the work are competent; and b) that the work of those individuals is credible.

o The names of individuals providing significant mass appraisal assistance who do not sigrt a

certilication must be stated in the certificstion. It is not required that the d€scription of this
assistance be contained in the certification, but disclosure of their assistance is required in
accordance with Standards G2(g). This disclosure may be in any part(s) ofthe report.
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