

















































































































Wardlaw Appraisal Group, L.C.
Mineral, Utility, Industrial, & Personal Property
2021 Mass Appraisal Report

INTRODUCTION
Appraisal Responsibility

Wardlaw Appraisal Group, L.C. (WAG) is a contract 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. The client appraisal districts use these
property appraisals as part of the appraisal roll for each of the taxing jurisdictions.
WAG is under contract to support ten (10) Texas appraisal districts in 2021. Those
appraisal districts are Brooks, Denton, El Paso, Kenedy, Kleberg, La Salle, Runnels,
Starr, Webb, and Zapata.

Each contract between WAG and our client appraisal districts specifies our appraisal
responsibilities in support of that district. Generally, those responsibilities are to
discover, inspect, appraise, and maintain ownership records of the 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 that
is skilled and experienced in property tax appraisal, engineering, information
technology, administration, and division order maintenance. The appraisal staff
consists of six (6) registered appraisers, five of whom are Registered
Professional Appraisers (RPA), and two (2) Texas Registered Professional
Engineers. These appraisal personnel are listed in Attachment ‘A’. All
appraisers maintain a current registration in good standing with TDLR. Our
appraisers improve and supplement their mass appraisal skills by participating
in continuing education classes and by attending property tax related
conferences.

e Data — The 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
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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) 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 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
Area Analysis

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 “sameness” 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 used 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
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 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 type 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 CAD 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 is requiring 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 FERC and RRC 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 Oilfield Appraiser and the Equipment Newsletter,
and other companion data acquisition forms to standardize data collection for
schedule building that are later assigned to the industrial appraisal staff. The data
generated by these forms enables 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 effective age of assets in the field. The field listing is
then compared with 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 machines 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 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 visit and appraisal functions for several years. In additions 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 on-going 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 last inspection, 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 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 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 plays 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.



If a CAD receives a jurisdiction challenge on a utility or industrial property category,
the appraisers assigned to those accounts will research the appraisal roll to see what
other similar properties exist. The real commercial property values can be compared
on an average value per square foot of structure basis, but the location and type of
improvement must be carefully accounted for in the valuation differences between two
properties with the same square footage. Differences in location and type of
improvement often account for a greater difference in market value than simple square
footage. In like manner, the personal property values can be compared per category,
such as furniture and fixtures, machinery and equipment, etc., but a comparison of the
type and use of the property must be examined to ensure property value uniformity.



Attachment A

Wardlaw Appraisal Group Registered Personnel

PROPERTY TAX APPRAISER CERTIFICATION
TDLR # NAME

74200 CRAIN, MALLORY M.

73616 MCFARLANE, KATHLEEN M.
74717 SHERWIN, PROCTOR
66026 WARDLAW, MARGARET A
70182 WILLIAMS, CHARLES R.
71700 WILLIAMS, HAZIEL M.

73672 WILLIAMS, C NOAH

PROFESSIONAL ENGINEERING CERTIFICATION

PE# NAME

76914 WARDLAW, MARGARET PEGGY ANNE
77254 WILLAMS, CHARLES RAY JR
PROFESSIONAL ENGINEERING FIRM CERTIFICATION
FIRM # FIRM NAME

5194 WARDLAW APPRAISAL GROUP LC

TYPE

APPRAISER, RPA
APPRAISER, RPA
APPRAISER, RPA

APPRAISER, RPA
APPRAISER, RPA

APPRAISER, RPA
APPRAISER, 3

BRANCH
PETROLEUM
PETROLEUM



WARDLAW APPRAISAL GROUP
2021 CAD CERTIFIED VALUES

PROPERTY CLASSIFICATION

G1 & G2 (MINERAL) L1 & L2 (PERSONAL) J (UTILITY) F2 & F1 (INDUSTRIAL REAL) CAD TOTAL
CAD ACCOUNTS VALUE ACCOUNTS VALUE ACCOUNTS VALUE ACCOUNTS VALUE ACCOUNTS VALUE

BROOKS 8,119 $69,921,740 92 $23,384,740 171 $177,863,360 3 $625,700 8,385 $271,795,540
DENTON 98,162 $531,911,190 553 $871,137,550| 2,459 $2,919,074,850 1 $852,960| 101,175 $4,322,976,550
EL PASO 0 S0 378 $1,938,687,030 329 $961,568,870 9 $808,214,400 716 $3,708,470,300
KENEDY 4,773 $147,668,500 60 $760,066,640 103 $253,733,220 7 $1,118,430 4,943 $1,162,586,790
KLEBERG 4,830 $18,483,630 64 $45,568,960 302 $261,380,510 1 $450 5,197 $325,433,550
LA SALLE 70,486 $3,172,066,500 362 $410,345,990 698 $879,151,270 58 $240,993,730 71,604 $4,702,557,490
RUNNELS 5,665 $16,979,160 167 $81,674,910 197 $189,625,510 59 $11,467,710 6,088 $299,747,290
STARR 30,684 $174,808,560 182 $992,510,490 331 $302,982,100 10 $27,584,240 31,207 $1,497,885,390
WEBB 64,556 $3,678,756,510 238 $1,029,531,650 309 $1,238,717,200 13 $1,609,390 65,116 $5,948,614,750
ZAPATA 48,085 $205,822,870 119 $470,322,160 185 $194,139,870 9 $894,660 48,398 $871,179,560

TOTALS 335,360 $8,016,418,660( 2,215 $6,623,230,120| 5,084 $7,378,236,760 170 $1,093,361,670| 342,829 $ 23,111,247,210
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