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CAD Plan for Periodic Reappraisal of Industrial Real Property

Subsections (a) and (b), Section 25.18, Tax Code:

(@)

(b)

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

The plan provides for annual reappraisal of selected industrial property
appraised by the CAD. The CAD has a professional services contract with
Capitol Appraisal Group, LLC (CAGL) to appraise these properties for the
CAD.

Q Identifying properties to be appraised: Appraisal of properties is
limited to those indicated in the contract with the appraisal district,
unless additionally requested by the appraisal district. Newly
discovered properties will be discussed with the appraisal district
to confirm they are to be appraised by Capitol Appraisal.
Industrial properties are identified as part of the appraiser's
physical inspection process each year and through submitted
data by the property owner. The appraiser may also refer to legal
documents, photography and other descriptive items.

2) Identifying and updating relevant characteristics of each property
in_the appraisal records: The appraiser identifies and updates
relevant characteristics through the inspection process.
Confidential rendition, assets lists and other confidential data
also provide additional information. Subject property data is
verified through previously existing records and through
published reports.

3) Defining market areas in the district. Market areas for industrial
properties tend to be regional, national and sometimes
international. Published information such as prices, financial
analysis and investor services reports are used to help define
market area.

4) Developing an appraisal approach that reflects the relationship
among property characteristics affecting value and determines
the contribution of individual property characteristics: Among the
three approaches to value (cost, income and market), industrial
properties are most commonly appraised using
replacement/reproduction cost new less depreciation models
because of readily available cost information. If sufficientincome
or market data are available, those appraisal models may also be
used.
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(5) Comparison and Review: The appraiser considers results that
best address the individual characteristics of the subject property
and that are based on the most reliable data when multiple
models are used. Year-to year property value changes for the
subject property are examined using computer-assisted statistical
review. Periodic reassignment of properties among appraisers or
the review of appraisals by a more experienced appraiser also
contributes to the review process.

CAD Plan for Periodic Reappraisal of Industrial Personal

Property

Subsections (a) and (b), Section 25.18, Tax Code:

(@)

(b)

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

The plan provides for annual reappraisal of all industrial personal property
appraised by the CAD. The CAD has a professional services contract with
Capitol Appraisal Group, LLC (CAGL) to appraise these properties for the
CAD.

D Identifying properties to be appraised: Appraisal of properties is
limited to those indicated in the contract with the appraisal district,
unless additionally requested by the appraisal district. Newly
discovered properties will be discussed with the appraisal district
to confirm they are to be appraised by Capitol Appraisal. Through
inspection the appraiser identifies personal property to be
appraised. The appraiser begins with properties from the
previous tax year and identifies new properties from visual
identification and/or publications, newspaper articles, or
information obtained through the interview of property owners.
The appraiser may also refer to other documents, both public and
also confidential, to assist in identification of these properties.
Such documents might include but are not limited to the previous
year’s appraisal roll, vehicle listing services and private
directories.

2) Identifying and updating relevant characteristics of each property
in the appraisal records: Data identifying and updating relevant
characteristics of the subject properties are collected as part of
the inspection process through directories and listing services as
well as through later submissions by the property owner,
sometimes including confidential rendition. These data are
verified through previously existing records and through public
reports.
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3

(4)

(5)

(6)

Defining market areas in the district: Market areas for industrial
personal property are generally either regional or national in
scope. Published price sources are used to help define market
areas.

Developing an appraisal approach that reflects the relationship
among property characteristics affecting value and determines
the contribution of individual property characteristics. Personal
property is appraised using replacement/reproduction cost new
less depreciation models. Income approach models are used
when economic and/or subject property income is available, and
a market data model is used when appropriate market sales
information is a available.

Comparison _and Review: The appraiser reconciles multiple
models by considering the model that best addresses the
individual characteristics

of the subject property. Year-to year property value changes for
the subject property are examined using computer-assisted
statistical review. Periodic reassignment of properties among
appraisers or the review of appraisals by a more experienced
appraiser also contributes to the review process.
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Cad Plan for Periodic Reappraisal of Utility, Railroad And

Pipeline Property

Subsections (a) and (b), Section 25.18, Tax Code:

(@)

(b)

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

The plan provides for annual reappraisal of all utility, railroad and pipeline
property appraised by the CAD. The CAD has a professional services
contract with Capitol Appraisal Group, LLC (CAGL) to appraise these
properties for the CAD.

1)

)

®3)

Identifying properties to be appraised: Appraisal of properties is
limited to those indicated in the contract with the appraisal district,
unless additionally requested by the appraisal district. Newly
discovered properties will be discussed with the appraisal district
to confirm they are to be appraised by Capitol Appraisal. Ultility,
railroad and pipeline properties that are susceptible to inspection
are identified by inspection. The appraiser may also refer to other
documents, both public and also confidential to assist in
identification of these properties. Due to the varied nature of
utility, railroad, and pipeline properties there is no standard data
collection form or manual. New permitting documents on record
with the Railroad Commission of Texas provide a source to
identify potential new pipeline projects but does not provide
indication if the project was actually started, completed, or a
distinct location of the proposed project. Every effort is made to
discover new utility, railroad, and pipeline properties through
personal observation combined with permitting documents.

Identifying and updating relevant characteristics of each property
in the appraisal records: The appraiser identifies and updates
relevant characteristics through data collected as part of the
inspection process and through later submissions by the property
owner, sometimes including confidential rendition. Additional
data are obtained through public sources, regulatory reports and
through analysis of comparable properties.

Defining market areas in the district: Market areas for utility,
railroad and pipeline property tend to be regional or national in
scope. Financial analyst and investor services reports are used
to help define market areas.
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(4)

(%)

Developing an appraisal approach that reflects the relationship
among property characteristics affecting value and determines
the contribution of individual property characteristics: For all three
types of property, the appraiser must first form an opinion of
highest and best use. Among the three approaches to value
(cost, income and market), pipeline value is calculated using a
replacement/reproduction cost new less depreciation model
[RCNLD]. In addition to the RCNLD indicator, a unit value model
may also be used if appropriate data are available. Ultility and
railroad property are appraised in a manner similar to pipeline
except that the RCNLD model is not used.

Comparison and Review: The appraiser considers results that
best address the individual characteristics of the subject property
when multiple models are used. Year-to year property value
changes for the subject property are examined using computer-
assisted statistical review. Periodic reassignment of properties
among appraisers or the review of appraisals by a more
experienced appraiser also contributes to the review process.
These types of property are also subject to review by the Property
Tax Division of the Texas Comptroller's Office through their
annual Property Value Study.

Page | 6



2021-2022 CAPITAL REAPPRAISAL PLAN
Capital Appraisal 2021-2022 Reappraisal Plan September 1, 2020

CAD Plan for Periodic Reappraisal of Oil and Gas Property

In accordance with Section 25.18 of the Tax Code:

(@)

(b)

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

The plan provides for annual reappraisal of all oil and gas property
appraised by the CAD. The CAD has a professional services contract with
Capitol Appraisal Group, LLC (CAGL) to appraise these properties for the
CAD.

D) Identification of new property and its situs. As subsurface mineral
properties lie within the earth, they cannot be physically identified
by inspection like other real property. However, the inability to
directly inspect does not appreciably affect the ability to identify
and appraise these properties. To identify new properties, CAGL
obtains monthly oil and gas lease information from the Railroad
Commission of Texas [RRC] to compare against oil and gas
properties already identified. The situs of new properties is
determined using plats and W-2/G-1 records from the RRC, as
well as CAGL'’s in-house map resources.

(2) Identifying and updating relevant characteristics of all oil and gas
properties to be appraised. Relevant characteristics necessary to
estimate value of remaining oil or gas reserves are production
volume and pattern, product prices, expenses borne by the
operator of the property, and the rate at which the anticipated
future income should be discounted to incorporate future risk.
CAGL obtains information to update these characteristics
annually from regulatory agencies such as the RRC, the
Comptroller of Public Accounts, submissions from property
owners and operators, as well as from published investment
reports, licensed data services, service for fee organizations and
through comparable properties, when available.

3) Defining market areas in the district and identifying property
characteristics that affect property value in each market area. Oil
and gas markets are regional, national and international.
Therefore, they respond to market forces beyond defined market
boundaries as observed among more typical real properties.

4) Developing an appraisal approach that best reflects the
relationship among property characteristics affecting value and
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(5)

(6)

best determines the contribution of individual property
characteristics. Among the three approaches to value (cost,
income and market), the income approach to value is most
commonly used in the oil and gas industry. Through use of the
discounted cash flow technique in particular, the appraiser is able
to bring together relevant characteristics of production volume
and pattern, product prices, operating expenses and discount rate
to determine an estimate of appraised value of an oil or gas

property.

Comparison and Review. Use of the income approach is the first
step in determining an estimate of market value. After that the
appraiser reviews the estimated market value compared to its
previous certified value and also compares it to industry expected
payouts and income indicators. The appraiser examines the
model’'s value with its previous year’s actual income, expecting
value to typically vary within in a range of 2-5 times actual annual
income, provided all appropriate income factors have been
correctly identified. Finally, periodic reassignment of properties
among appraisers and review of appraisals by a more
experienced appraiser further expand the review process.
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Procedure for Cad Verification of Services Provided by
Appraisal Contractor

1. Verify lists of properties provided by the contractor agree with CAD’s lists.

2. Verify appropriate methods of appraisal are used for each type of property [market,
cost, incomel].

a. Inquire if there has been any change in agreed appraisal methodology or
application.

b. Any variations from USPAP guidelines shall be documented and reviewed the
following year.

3. Verify that complete and correct data resources, including market data, are used
appropriately for each type of property.

a. Inquire if there are added or deleted sources.
b. If so, document reason for change and track affected properties.

4. Verify that contractor follows laws and statues applicable for all properties being
appraised, including rendition compliance.

a. Verify that Property Tax Code [P. T. C.] 1.04 (7) is met for all relevant
properties such that both the appraisal approach and its conclusions meet the
definition of fair market value.
b. For minerals verify compliance with P. T. C 23.175 for mineral properties:
= Use of Comptroller's Manual for Discounting Oil and Gas Income
= Use of average product prices for the year prior to Jan 1

5. Verify agreed scheduling of:

a. Preliminary appraisal report summarizing progress in completing the year’s
appraisals.
b. Mail dates:

= Notices of Appraisal

= Last date to file a protest

* ARB meeting dates
c. Compilation of Certified Estimate of Value in accordance with P. T. C. 26.01
(e)

d. copies of all appraisal and supporting data in agreed format
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6. Verify timely receipt and correct format of following information:

a. Value

b. Reports

preliminary appraised value
preliminary appraisal roll
certified roll including all documentation

new property listing

list of renditions

protests and waives of protest
pending protest list

value change report
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Contractor's Procedures for Identifying New Property

Industrial Real Property

Industrial properties are identified as part of the appraiser’'s physical inspection
process each year and through submitted data by the property owner. The
appraiser may also refer to legal documents, photography and other descriptive
items.

Industrial Personal Property

Through inspection the appraiser identifies personal property to be appraised. The
appraiser begins with properties from the previous tax year and identifies new
properties from visual identification and/or publications, newspaper articles, or
information obtained through the interview of property owners. The appraiser may
also refer to other documents, both public and confidential, to assist in
identification of these properties. Such documents might include, but are not
limited to, the previous year's appraisal roll, vehicle listing services and private
directories.

Utility, Railroad and Pipeline Property

Utility, railroad and pipeline properties that are susceptible to inspection are
identified by inspection. The appraiser may also refer to other documents, both
public and confidential, to assist in the identification of these properties.

Oil and Gas Property

As subsurface mineral properties lie within the earth, they cannot be physically
identified by inspection like other real property. However, the inability to directly
inspect does not appreciably affect the ability to identify and appraise these
properties. To identify new properties, CAG obtains monthly oil and gas lease
information from the Railroad Commission of Texas [RRC] to compare against oil
and gas properties already identified. The situs of new properties is determined
using plats and W-2/G-1 records from the RRC, as well as CAG’s in-house map
resources.
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Procedure for Evaluating Results of Contractor’s Property
Discovery For All Property Other Than Oil And Gas

whN e

Review renditions and compare to appraisal roll.

Review local news articles.

Have chief appraiser or another appraiser ride with contract personnel during
inspection process.

Meet with contract personnel and go over any discrepancies.

Stay aware of what is going on in the area and meet with contractor about new
projects.

Review contractor’s appraisal roll and discuss any discrepancies.

Procedure for Evaluating Results of Contractor’s Oil And Gas
Property Discovery

Obtain a list from the Texas Railroad Commission of all new leases currently
producing in the CAD.

Choose a sample of leases or if time permits list all new leases producing on
January 15t of current tax year.

Check to see if the lease was completed prior to January 15t or producing
before January 1%t of current tax year.

Compare to list of new leases currently producing or completed prior to
January 18t of current tax year. If discrepancies exist contact contractor to
discover why lease may be left off tax rolls. Some reasons may include but
are not limited to: incorrect RRC reporting data, lease being listed under its
permit number on current tax roll, or lease being currently listed under a prior
RRC lease number.

If contractor has accounted for all new production and leases, the CAD has
complied with the MAP requirement.
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