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INTRODUCTION
Appraisal Responsibility

Wardlaw Appraisal Group, L.C. (WAG) is a contracted mass appraisal firm responsible
for developing fair and uniform market values on certain complex properties for client
appraisal districts in Texas. The complex properties we appraise include mineral, utility,
industrial, and personal properties. Appraisal districts include these types of property
appraisals as part of their appraisal roll for each of the taxing jurisdictions they
represent. WAG is contracted to support eleven (11) appraisal districts in 2025, which
include Brooks, Denton, El Paso, Kenedy, Kleberg, La Salle, Marion, Runnels, Starr,
Webb, and Zapata County.

Each contract between WAG and our client appraisal districts specifies our appraisal
responsibilities. Generally, those responsibilities are to discover, inspect, appraise, and
maintain ownership records of specific properties that are the subject of the contract.
The properties covered under our contracts generally fall under the Texas Property Tax
Code Categories G (minerals), J (utility), F1 (commercial real), F2 (industrial real), L1
(commercial personal), and L2 (industrial personal). The appraisal districts contract
with WAG to provide these services because the districts do not have the personnel or
resources to perform the appraisal internally.

Appraisal Resources

e Personnel — WAG maintains a professional employee and consulting staff skilled
and experienced in property tax appraisal, engineering, information technology,
administration, and division order maintenance. The appraisal staff consists of
six (6) registered appraisers, four (4) of whom are Registered Professional
Appraisers (RPA), and two (2) Texas Registered Professional Engineers. A list
of personnel responsible for conducting the appraisal can be found in Attachment
‘A.” All appraisers must maintain current registration with TDLR and supplement
their mass appraisal skills through continuing education classes and property
tax-related conferences.

e Data — WAG appraisers inspect their assigned properties, if appropriate, to
obtain information about buildings, site improvements, process and shop
equipment, and various items of personal property. In addition, appraisal
personnel use information provided by property owners concerning the cost to
purchase, install, and construct items of real and personal property. For mineral
interests, data is collected from regulatory agencies such as the Texas Railroad



Commission and the Texas Comptroller of Public Accounts, as well as from
published data sources and fee for service companies.

VALUATION APPROACH (MODEL SPECIFICATIONS)
MINERAL APPRAISAL

Discounted Cash Flow analysis is the Income Method of Appraisal (Section 23.012 of
the Texas Property Tax Code) used as the most appropriate technique for determining
the market value of mineral properties. It is the primary appraisal method used for
mineral properties. The Market Data Comparison Method of Appraisal (Section 23.013)
and the Cost Method of Appraisal (Section 23.011) are also used. In addition, petroleum
industry tendencies for acquisition and replacement cost (usually in dollars per barrel of
oil equivalent or per MCF of gas) are considered. Because the sales and purchase
prices of oil and gas properties are not generally disclosed, the Market Data Comparison
method can seldom be used.

WAG uses discounted cash flow analysis to appraise every producing lease in the
appraisal districts we support. The appraised value of each lease is distributed to each
working interest, royalty, and overriding royalty interest owner based upon their decimal
interest in the lease.

The oil and gas lease market values are reviewed and tested to ensure reasonableness
and consistency. The reviews and testing include a comparative analysis of the value,
production, decline, and price change from the previous year’s appraisal. Additionally,
comparative rules of thumb are reviewed to determine if the market value is in the
correct range. The most common of these rules of thumb is that the appraised value of
a mineral interest is often within 24-60 months revenue.

Additionally, the Property Tax Division of the Texas Comptroller of Public Accounts
performs a Property Value Study each year, which effectively provides testing and a
comparative review of the mineral appraisals on a statistical sample of the leases in
many of our counties.

UTILITY, INDUSTRIAL, AND PERSONAL PROPERTY APPRAISAL

The scope of market forces affecting industrial products and the capital goods used in
the production process tends to extend beyond regional considerations. The effects of
information and transportation technology are such that many industrial market forces
are measured globally. One exception to this general concept is the market for industrial
land. The pricing of land tends to be closely tied to possible alternative uses in the area.
For this reason, the CAD appraisers assigned to land valuation analyze market forces
for specific areas and adjust land value schedules appropriately.



Area Analysis

Neighborhood analysis of the type of properties valued by the industrial appraiser is not
meaningful. Industrial properties do not have the type of generic “resemblance” that is
appropriate for neighborhood models.

Highest and Best Use Analysis

The highest and best use of real or personal property is the most reasonable and
probable use of the property on the date of appraisal that is physically and financially
feasible, legal and that derives maximum production from the property. Usually, the
current use of the property is the highest and best use of that property. Industrial
facilities are commonly located in areas that support industrial use. In areas where
mixed-use does occur, the highest and best use of the property is examined by the
appraiser to estimate the effect of this factor.

Market Analysis

Market analysis is the basis for finalizing value estimates on properties for which the
utility, industrial, and personal property appraiser has responsibility. Even though many
utility and industrial properties are unique in nature, the market for this type of property
is analyzed to determine how the values of similar properties, or properties that are as
similar as possible, are affected by market forces. Some industrial properties, such as
machine shops, have many facilities that can be compared to similar subject properties
in terms of the type and size of equipment, type of property fabricated or services at the
subject facility, and other factors. Those similarities help the appraiser estimate the
value of the subject property.

Cost Analysis

The Cost Approach to value is applied to most personal property. This approach is
utilized in conjunction with the Market and Income approaches to arrive at a final market
value for most utility companies and many industrial companies. For the Cost
Approach, depreciation schedules are developed based on the percent good typical for
each property type at any specific age. Depreciation schedules have been implemented
for what is typical of each major class of property by economic life categories. Schedules
have been developed for improvements with varying years of expected life. The actual
age, if known, and the effective ages of improvements are noted. Effective age
estimates are based on the utility of the improvements relative to where the
improvement lies on the scale of its total economic life and its competitive position in
the marketplace.

Market adjustment factors such as external and/or functional obsolescence can be
applied when warranted. A depreciation calculation override can be used if the
condition or effective age of a property varies from the norm by appropriately noting the
physical condition and functional utility ratings on the property data characteristics.



These adjustments are typically applied to a specific property type or location and can
be developed via ratio studies or other market analyses.

Many utility, industrial, and personal properties use the same types of buildings and
depending on the type of business, may use the same types of manufacturing or service
equipment. Many of the buildings encountered at industrial facilities are generic in
construction, such as pre-engineered metal buildings. The cost per square foot to
construct these types of structures can be used to estimate values at facilities that have
similarly constructed buildings. However, the building as constructed will have
differences that must be considered when estimating the final value of the property
being reviewed. Most of these typical type buildings are appraised by appraisal district
personnel.

However, some industrial properties, such as specialty chemical plants, are so unique
in nature that the appraiser must use additional information such as output quantity,
type of product manufactured, and other factors to estimate the value of the subject
property. However, the way the entire business operation is put together may make a
particular facility unique. The district uses information from similar businesses to
examine the real property values at a particular business, but the individual
characteristics of the business being reviewed determine the value estimation. Some
industrial buildings are use specific and therefore have no comparable properties.

A similar analysis is used for personal property. Many items of personal property, such
as furniture and fixtures, computers, and even machinery and equipment, are generic
in construction, but individual characteristics that affect value, such as usage,
environment where used, and level of care, will have an effect on the final value
estimations. When cost data for this type of property is available and considered
reliable, it is used for value estimation purposes at other plant facilities. However, on-
site inspection and information provided by the property owner will affect the final value.

Income Analysis

Capitalization analysis is used in the income approach models. This methodology
involves the capitalization of net operating income as an indication of market value for
a specific property. Capitalization rates, both overall cap rates for the direct
capitalization method and terminal cap rates for discounted cash flow analyses, can be
derived from the market. Sales of improved properties from which actual income and
expense data are obtained provide a very good indication of what a specific market
participant requires from an investment at a specific point in time. In addition, overall
capitalization rates can be derived from the built-up method (band-of-investment). This
method relates to satisfying the market return requirements of both the debt and equity
positions of a type of company.

Many utility companies are appraised on a Unit Appraisal Model, which utilizes both the
income and cost approaches to value. Information from publicly available sources such
as Federal Energy Regulatory Commission and Texas Railroad Commission financial
reports are utilized to arrive at the input parameters for these types of properties.



DATA COLLECTION/VALIDATION
Data Collection

An extended range of variations may exist within the same class of utility, industrial, or
personal property, and there are a multitude of property types within the industrial
category. For this reason, effective data collection procedures would be very difficult to
organize in a single comprehensive manual. WAG uses many different publications
available to the industry, such as the QOilfield Appraiser and the Equipment Newsletter,
and other companion data acquisition forms to standardize data collection for building
schedules that are later assigned to the industrial appraisal staff. The data generated
by these forms enable the appraiser to use the software to value industrial properties.

Industrial personal property also consists of many different classes of assets with a wide
range of variation within each class. The district has adopted the convention of listing
assets and estimating the effective age of assets in the field. The field listing is then
compared with the information furnished by the property owners during the final
valuation review.

Sources of Data

The original real and personal property data used by WAG on behalf of the CADs have
been maintained on the CAD computer system. The district and contract appraisal
personnel have updated that information based on field review, renditions, and personal
contact information. For Commercial vehicles, an outside vendor, Just Texas, provides
the appraisers with a listing of vehicles registered commercially in the County. The
vendor develops this listing from the Texas Department of Transportation Title and
Registration Division records. As new facilities are built, the appraisal personnel collect
all the real and personal property data necessary to value the property initially and
thereafter update the information when the property is again visited. Other sources of
data include publications such as the Texas Register regarding waste control permits,
various refining and chemical industry magazine articles, and Texas Industrial
Expansion articles on new construction.

Data Collection Procedures

The district and contract appraisal personnel annually or periodically visit assigned
plants and facilities. The frequency of the visit is determined by the nature of the
business conducted at each facility. For example, refineries and chemical plants are
continually changing or adding to processes to extract greater efficiencies or make new
products, but machine shops may not add or remove equipment over a period of two or
more years.

The appraisers take with them the past data on the building and site improvements and
the prior listing of personal property at the facility being visited. Changes to the existing
structures and personal property are noted, and that information is used for value
estimation purposes. In addition, if possible, pictures are taken at the time of inspection



to validate information provided on the rendition or to utilize for the appraisal if no
rendition is submitted. If cost information for the real or personal property is supplied
later, the field data can be compared to that information to judge the accuracy of the
information.

The WAG appraisal staff members are not assigned to any one geographical area of
the county. The category of property, the nature of the business, and whether the
district has the staff resources available can each be a determining factor in identifying
which properties are appraised by WAG and which properties are appraised by the
district’s appraisal staff. WAG appraisers are trained by accompanying appraisers who
have performed field visits and appraisal functions for several years. In addition, each
WAG appraiser is registered with the Texas Department of Licensing and Regulation
and is either an RPA or is working towards the RPA designation. Each WAG appraiser
is responsible for the completeness and correctness of their valuation work, but a new
appraiser is encouraged to seek the advice of and review by experienced appraisal
staff.

VALUATION ANALYSIS (MODEL CALIBRATION)
Final Valuation Schedules

WAG develops schedules based on indexed Marshall & Swift depreciation factors, as
well as the schedules prepared by other appraisal districts, state appraisers, and other
cost estimates for use in the valuation of all business and industrial personal property.
In addition, appraisal personnel utilize actual cost data developed from both publicly
available sources as well as proprietary information received from other companies
without identifying information to update these schedules annually.

INDIVIDUAL VALUE REVIEW PROCEDURES
Field Review

WAG personnel periodically review their assigned real and personal property accounts.
These accounts are physically inspected on a one to two-year cycle. Certain properties
are reviewed annually because experience shows that changes are occurring
continually in the real or personal property at that facility.

The results of prior year hearings, renditions, and indications of new activity are another
source that initiates required field visits. Many times, during hearings, issues are
presented that cause a value adjustment. Those issues must be field checked to see if
these influences will be ongoing and warrant permanent value adjustments or are
transitory. The information will be recorded so the appraiser will be better able to
estimate the property value. Any new construction or business activity is noted, and the
information necessary to value the property is recorded.

Part of the field review includes noting any land characteristics that would affect the land
value. The district values all land for the properties over which it has responsibility,



including those properties assigned to WAG. WAG advises the district of any
characteristics that would affect the value of the land associated with an assigned
facility.

Office Review

All properties are reviewed in the office by the WAG appraiser assigned to each utility,
industrial, or personal property. The office review relies on historical information in the
utility, industrial, or personal property file as the basis for deciding on the estimated
value to be placed on the property for the current tax year.

The date of the last inspection, the extent of that inspection, and the appraiser
responsible are listed in the WAG system. If a property owner disputes the district's
records concerning this data in a protest hearing, the property record may be altered
based on the credibility of the evidence provided.

When valuing utility, industrial, or personal property, the type of furniture, equipment,
computers, etc., will be used along with any cost data provided by the property owner
to estimate the value. Experience in valuing similar property at other facilities will help
the appraiser estimate the value of the subject facility. Individual characteristics of the
property, such as usage and maintenance, will have a bearing on the value calculated
by the use of the WAG schedules.

PERFORMANCE TESTS
Sales Ratio Studies

Ratio studies are an important tool to examine how close appraised values are to market
values. The ratio study may use available sales data or independent, expert appraisals.
Typically, there are not enough sales of utility and industrial properties to show the
representativeness of that class of property in a ratio study. Ratio studies of utility and
industrial properties normally rely on independent appraisals as an indicator of market
values.

Comparative Appraisal Analysis

This type of analysis is not normally performed on industrial property due to the unique
nature of the property. Time and budget constraints regarding available appraisal staff
also play a role in the type of analysis that occurs. Only in an instance where a
jurisdiction would file a jurisdiction challenge with the Appraisal Review Board would the
district perform such an analysis.



Attachment A
Wardlaw Appraisal Group Registered Personnel

PROPERTY TAX APPRAISER CERTIFICATION

TDLR # NAME TYPE

74200 CRAIN, MALLORY M. APPRAISER, RPA
74717 SHERWIN, PROCTOR D. APPRAISER, RPA
67635 VILLARREAL, MARTIN IV APPRAISER, RPA
66026 WARDLAW, MARGARET A APPRAISER, RPA
77412 CAMARILLO, AILEEN L APPRAISER
77317 MADDIN, ELIZABETH APPRAISER
78046 MCGINNIS, CLAIRE APPRAISER
68139 WARDLAW, MALCOLM P APPRAISER
77854 CASTRO, AMANDA APPRAISER
PROFESSIONAL ENGINEERING CERTIFICATION

PE# NAME BRANCH

76914 WARDLAW, MARGARET PEGGY ANNE PETROLEUM
57823 WARDLAW, MALCOLM PENROSE PETROLEUM

PROFESSIONAL ENGINEERING FIRM CERTIFICATION
FIRM # FIRM NAME
5194 WARDLAW APPRAISAL GROUP LC



S

CERTIFICATION:

| certify that to the best of my knowledge and belief:

e 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 the personal, impartial,
and unbiased professional analysis, opinions, and conclusions of either
myself or the other appraisers who support and appraise property for our
clients.

| have no present or prospective interest in the property that is the subject
of this report, and | have no personal interest with respect to the parties
involved.

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

My engagement in this assignment is 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.

We have made personal inspections of many but not all properties that are
the subject of this report.

No one outside Wardlaw Appraisal Group provided significant mass
appraisal assistance to Wardlaw Appraisal Group personnel.

a0 S

Peggy Wardl Ia(%/ PE. RP.A.
Presiderit

5/ /8/25

Date

WARDLAW APPRAISAL GROUP, L.C.

16601 Blanco Rd, Ste 100 » San Antonio, TX 78232 » 210.448.2000 » 210.408.0106 fax



G - Mineral Reserves / Oil J - Utility L - Tangible Personal F - Real Property Totals
& Gas Property (Commercial/Industrial)

Appraisal District Accounts | Appraised Value | Accounts | Appraised Value | Accounts | Appraised Value [ Accounts | Appraised Value [ Accounts [ Appraised Value
Brooks County Appraisal District 7,009 | § 62,077,450 146 | § 214,425,040 101 1§ 32,110,150 3718 0,771,830 7,293 [ $ 315,384,470
Denton Central Appraisal District 92,8721 § 707,585,920 2,068 | § 4,159,493,770 601 [ $ 1,310,408,770 153§ 293,535,730 95,694 | § 6,471,024,190
El Paso Central Appraisal District - $ - 306 [ § 1,204,046,740 345 $ 3,186,432,730 10| $ 1,156,341,720 661 [ § 5,546,821,190
Kenedy County Central Appraisal District 3,856 | § 132,210,450 931§ 280,053,710 731§ 492,800,040 141 % 4,414,060 4,036 | § 909,478,260
Kleberg County Appraisal District 0,202 | $ 45,738,570 250 | § 318,017,100 731 $ 48,318,950 20 | $ 3,266,380 0,545 [ § 415,341,000
La Salle County Appraisal District 96,206 | § 7,682,721,118 457 1§ 1,066,747,080 593 [ $§ 475,081,610 101 | § 248,065,460 97,357 | § 9,472,615,268
Marion Central Appraisal District 9,488 | $ 30,524,150 831 9% 91,845,850 108 | § 47,525,150 521§ 110,295,400 9,731 [ $ 280,190,550
Runnels Central Appraisal District 5,161 [ $ 25,556,990 198 1§ 237,672,650 183 | § 134,105,840 1321 $ 20,304,410 5,674 [ $ 417,639,890
Starr Central Appraisal District 26,230 | § 159,316,084 224 1% 377,399,470 186 | § 780,127,930 591 9% 42,458,520 26,699 | § 1,359,302,004
Webb County Appraisal District 70,421 | § 7,942,558,890 283 | $ 1,734,969,080 287 1% 1,736,260,880 96| § 111,457,790 71,087 | $11,525,246,640
Zapata County Appraisal District 36,204 | § 94,542,458 162 | § 246,371,640 128 | § 328,612,580 60| $ 51,348,000 36,554 | § 720,874,678
| Totals 353,649 | $16,882,832,080 4,270 | $ 9,931,042,130 2,678 | $ 8,571,784,630 734 | $ 2,048,259,300 361,331 | $ 37,433,918,140






