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March 3rd,2025

Byron Bitner
Chief Appraiser
Crane County Appraisal District
51 I W. 8tl' Street
Crane, TX 79731

Dear Mr. Bitner:

This report summarizes our appraisal work on behalf of Crane County Appraisal District
for the tax appraisal date of January I,2024. Thomas Y. Pickett & Co., Inc. is engaged
in engineering valuation and other professional services for States, Counties, Appraisal
Districts and for other districts. Our Licensed Industrial Engineers and Registered
Professional Appraisers utilize the most appropriate appraisal techniques in determining
current market value. These analyses and opinions were developed in conformity with
the Unform Standards of Professional Appraisal Practice (USPAP):" Enclosed is our
Certification and Summary Report attesting to our compliance of the USPAP standard as

it applies to rnass appraisal for ad valorem taxes.

Please let us know if you have any questions or if we can assist you further.

Sincerely,

Thomas Y. Pickett & Co., Inc

,/Q-4"Q-
Michael B. Parks
Vice Presid ent/D irector

Enclosures
MBP:JL

Certilication



We certify that, to the best of our knowledge and belief

assumptions and limiting conditions, and are our personal, impartial, and unbiased
professional analyses, opinions and conclusions.

repoft, and we have no personal interest with respect to the parties involved.

the parlies involved with this assignment.

reporting predetermined results.

reporting of a predetennined 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.

prepared, in conformity with the Unifurnt Standards of Professional Appraisal
Practice.

subject of this report.

persons signing this cerlification are attacl'red in Appendix A.

Date: 31512025

Michacl B: Parks-
v6{,etiav/itr$fu
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SUMMARY RBVALUATION PROGRAM REPORT

INDUSTRIAL PROPERTY

Overview

Industrial property consists of processing facilities and related personal properly.
Thomas Y. Pickett & Co., Inc. ("Thomas Y. Pickett" or "Pickett") is contracted to
reappraise this type of property annually for the appraisal district. The completed
appraisals are all retrospective in nature. The purpose of the appraisals is to estimate
market value as of January 1 in accordance with the definition of market value
established in the Texas Property Tax Code (Sec. 1.04). "Market value" means the price
at which a property would transfer for cash or its equivalent under prevailing market
conditions if:

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

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

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

The effective date of the appraisals is January 1 of the year for which this repofi is
submitted unless the property owner or agent has applied for and been granted September
1 inventoryr valuation as allowed by Section 23.12(f) of the Texas Property Tax Code.
The date of this repoft is apploximately April 20th of the tax year for which it is
submitted.

The appraisal resr"rlts will be used as the tax base upon which a property tax will be
levied. The properties are appraised in fee simple in conformance with the Texas
Property Tax Code Sec. 25.06. This is a jurisdictional exception to the Standards Rule 6-
5 (c) Comment of the Uniform Standards of Professional Appraisal Praclice 2004. A
listing of the industrial properties appraised by Pickett for the appraisal district is
available at the appraisal district office. lndustrial properties are normally re-inspected
annually.

Documents relevant to an understanding of these appraisals include the confidential
rendition, if any, filed with the appraisal district by the owner or agent of the property;
other repofts described in the Texas Property Tax Code; asset lists and other confidential
data supplied by the owner or agent; the General Appraisal Manual adopted by the Texas
Cornptroller of Public Accounts; Propertv Assessment Valuation published by the
Intemational Association of Assessing Officers and adopted by the Texas Comptroller of
Public Accounts; and Engineering Valuation and Depreciation by Marston, Winfrey and
Hempstead; and the Texas Properly Tax Code.
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Pickett's industrial appraisal staff includes licensed engineers as well as experienced
appraisers who are knowledgeable in all three approaches to value. Industrial appraisal
staff stays abreast of cunent trends affecting industrial properties through review of
published materials, attendance at conferences, course work and continuing education.
All industrial appraisers are registered with the Texas Board of Tax Professional
Examiners.

Assumptions and Limiting Conditions

All appraisals are subject to the following assumptions and limiting conditions

1. Title to the property is assumed to be good and marketable and the legal
description corect.

2. No responsibility for legal matters is assumed. All existing liens, moftgages or
other encumbrances have been disregarded and the property is appraised as

though free and clear, under responsible ownership and competent management.
3. The appraisers developing these appraisals are not required to give testimony or

attendance in court by reason of the appraisals, unless directed by, employed by,
and provided legal counsel by the Appraisal District.

4, The appraisers do not necessarily inspect every property every year.
5. All sketches on the appraisal documents are intended to be visual aids and should

not be construed as suweys or engineering reporls unless otherwise specified.
6. All infonnation in the appraisal documents have been obtained by members of

Thomas Y. Pickett's staff or by other reliable sources.
7 . The appraisals were prepared exclusively for ad valorem tax purposes.
8. The appraisers have inspected as far as possible, by observation, the

imptovements being appraised; however, it is not possible to personally obsewe
conditions beneath the soil or hidden structural components within the
improvements. Therefore, no representations are made as to these matters unless
specifically considered in an individual appraisal.

Data Collection and Valuation

Data is collected as paft of the inspection process and through later submissions by the
property owner, Submitted data may be on a rendition form or in other modes that
requirc confidentiality. Subject property data is verified through previously existing
records and through published repofts. Additional dataarc obtained and verified through
published sources, regulatory repofis and through analysis of comparable properties, if
any. Due to the unique nature of many industrial properties there is no standard data
collection form or manual.

Valuation Approach and Analvsis

The three generally accepted approaches used in determining the Market Value of assets
are the cost, income, and market approaches. The following is a brief description of the
three general approaches to value.
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Cost Approach
The cost approach considers the replacement cost of an asset as an indicator of value.
The cost approach is based on the assumption that a prudent investor would pay no more
for an asset than the amount for which he could replace or recreate the asset. The cost
approach is sometimes performed by estimating the replacement cost of an asset
functionally similar to the subject. Often, historical cost data can be used to indicate the
curent cost of reproduction or replacement. Adjustments are made for physical
deterioration and the functional and economic obsolescence of the appraised asset.

Income Approach
The income approach measlrres the present wofth of anticipated future net cash flows
generated by the subject assets. The net cash flows are forecast for an appropriate period,
or capitalized in the case of a single period model, and then discounted to present value
using an appropriate discount rate.

Market Approach
The market approach is performed by observing the price at assets comparable to the
subject asset are bought and sold. Adjustments are made to the data to account for
capacity differences and other relevant differences between the subject asset and the
comparable assets.

Depending on the facts and circumstances of a particular appraisal, applying the three
approaches independently of one another can yield conclusions that are substantially
different. As the appraisal is perfonned, the strer-rgths of the individual approaches are
corisidered and the influence of each approach irr tl,e appraisal process is weighed
according to its likely accuracy.

Industrial properlies ar'e generally appraised using replacement/reproduction cost new
less depreciation models. Replacement costs are estimated from published sources, other
publicly available information and comparable properties. Reproduction costs are based
on actual investment in the subject or comparable properlies adjusted for typical changes
in cost over time. Depreciation is calculated on the agellife method using typical
economic lives and depreciation rates based on published sources, market evidence and
the experience of knowledgeable appraisers. Adjustments for functional and economic
obsolescence may be made if utilization and income data for the subject property justify
such. lncome Approach models (direct capitalization and discounted cash flow) are also
used when economic and/or subject property income information is available.
Capitalization and discount rates are based on published capital costs for the industry of
the subject property. A market data model based on typical selling prices per unit of
capacity is also used when appropriate market sales information is available.

Because cost infonration is the most readily available type of data, the cost approach
rnodel is almost always considered and used. If sufficient data is available, either or both
of the other two rnodels are considered and may be used. The market data and income
approach models must be reduced by the value of the land in order to arrive at a value of
improvements and personal property.
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Model calibration in the cost approach involves the selection of the appropriate servlce
life for each type or class of property. Further calibration can occur through the use of
utilization or through-put data provided by the owner or agent. Income approach
calibration involves the selection of the cost of capital or discount rate appropriate to the
type of property being appraised as well as adjusting the projected income stream to
reflect the individual charactedstics of the subject ploperty. Model calibration in the
market data approach involves adjusting sales prices of comparable properlies to reflect
the individual characteristics of the subject property.

In reconciling mLrltiple rnodel results for a property, the appraiser considers the rnodel
results that best address the individual characteristics of the subject property while
niaintaining equalization arnong like propefiies. Final results for each propefty may be
found on the appraisal district's appraisal roll.

Land valuation for industrial properties is the responsibility of appraisal district staff as is
the highest and best use analysis of the site. Sites are analyzed for highest and best use as

though they were vacant. Highest and best use analysis of the improvements is based on
the likelihood of the continued use of the improvements in theil cument and/or intended
use. An appraiser's identification of a propeily's highest and best use is always a
statement of opinion, never a statement of fact.

Review and Testin

Field review of appraisals is perfonled through the regular inspection of subject
properties. The periodic reassignment of properties among appraisers or the review of
appraisals by an experienced appraiser also contributes to the review process. A
statistical review of property value changes is also conducted.

Appraisal-to-sales ratios are the prefened method for measuring performance, however
sales are very infrequent. Fufthermore, market transactions normally occur for multiple
sites and include both real and personal property, tangible and intangible, making
analysis difficult and subjective. Perfonnance is also measured through comparison with
valid single-properly appraisals submitted for staff review. Finally, Pickett's industrial
appraisal methods and procedures are subject to review by the Properly Tax Division of
the Texas Comptroller's office. The Comptroller's review, as well as comparisons with
single-property appraisals, indicates the validity of the models and the calibration
techniques ernployed.
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SUMMARY REVALUATION PROGRAM REPORT

SPECIAL PURPOSE IMPROVEMENTS

Overview

Special purpose irnprovements consists of real properly improvements that by the nature
of their design and/or construction are suitable for a single use only. Thomas Y. Pickett
& Co., Inc. ("Thomas Y. Pickett" or "Pickett") is contracted to reappraise this type of
property annually for the appraisal district. The completed appraisals are all retrospective
in nature. The purpose of the appraisals is to estimate market value as of January I in
accotdance with the definition of market value established in the Texas Property Tax
Code (Sec. 1.04). "Market value" means the price at which a property would transfer for
cash or its equivalent under prevailing market conditions if:

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

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

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

The effective date of the appraisals is January I of the year for which this report is

submitted. The date of this repoft is approximately April 20 of the taxyear for which it is
submitted.

The appraisal results will be used as the tax base upon which a properly tax will be
levied. The properties are appraised in fee simple in conformance with the Texas
Properly Tax Code Sec. 25.06. This is a jurisdictionalexception to the Standards Rule 6-
5 (c) Conrment of the Uniform Standards of Professional AppraisalPractice 2004. A
listing of the properties appraised by Pickett for the appraisal district is available at the
appraisal district office. Special pulpose properties are normally re-inspected annually.

Documents relevant to an understanding of these appraisals include the confidential
rendition, if any, filed with the appraisal district by the owner or agent of the property;
other repofts described in the Texas Properly Tax Code; asset lists and other confidential
data supplied by the owner or agent; the General Appraisal Manual adopted by the Texas
Comptroller of Public Accounts; Property Assessment Valuation published by the
Intemational Association of Assessing Officers and adopted by the Texas Comptroller of
Public Accounts; and Engineering Valuation and Depreciation by Marston, Wirrfrey and
Hernpstead; and the Texas Properly Tax Code.

Pickett's appraisal staff includes licensed engineers as well as experienced appraisers
who are knowledgeable in all three approaches to value. Appraisal staff stays abreast of
curent trends affecting special purpose properties through review of published materials,
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attendance at conferences, collrse work and continuing education. All appraisers are
registered with the Texas Board of Tax Professional Examiners.

Assurnptions and Lirnitir-rq Conditions

All appraisals are subject to the following assumptions and limiting conditions

1. Title to the property is assumed to be good and marketable and the legal
description correct.

2, No responsibility for legal matters is assumed. All existing liens, moftgages or
other encumbrances have been disregarded and the property is appraised as

though free and clear, under responsible ownership and competent management.
3. The appraisers developing these appraisals are not required to give testimony or

attendance in court by reason of the appraisals, unless directed by, employed by,
and provided legal counsel by the Appraisal District.

4. The appraisers do not necessarily inspect every prcperty every year.
5. All sketches on the appraisal documents are intended to be visual aids and should

not be construed as surveys or engineering repofts unless othelwise specified.
6, All information in the appraisal documents have been obtained by members of

Thomas Y. Pickett's staff or by other reliable sources.
7 . The appraisals were prepared exclusively for ad valolem tax purposes.
8. The appraisers have inspected as far as possible, by observation, the

improvements being appraised; however, it is not possible to personally observe
conditions berreath the soil or hidden structural components within the
improvements. Therefore, no representations are made as to these matters unless
specifically considered in an individual appraisal.

Data Collection and Valuation

Data is collected as part of the inspection process and through later submissions by the
property owner. Submitted data may be on a rendition form or in other modes that
require confidentiality. Subject propefty data is verified through previously existing
records and through published reports. Additional data are obtained and verified through
published sources, regulatory repofts and through analysis of comparable properties, if
any. Due to the unique nature of each special purpose properly there is no standard data
collection form or manual.

Valuation Approach and Analysis

The three generally accepted approaches used in determining the Market Value of assets
are the cost, income, and market approaches. The following is a brief description of the
three general approaches to value.

Cost Approach
The cost approach considers the replacement cost of an asset as an indicator of value.
The cost approach is based on the assumption lhat a prudent investor would pay no more
for an asset than the amount for which he could replace or recreate the asset. The cost
approach is sometimes performed by estimating the replacement cost of an asset
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functionally similar to the subject. Often, historical cost data can be used to indicate the
cuuent cost of reproduction or replacement. Adjustments are made for physical
deterioration and the functional and economic obsolescence of the appraised asset.

Income Approach
The income approach measures the present worlh of anticipated future net cash flows
generated by the subject assets. The net cash flows are forecast for an appropriate period,
or capitalized in the case of a single period model, and then discounted to present value
using an appropriate discount rate.

Market Approach
The market approach is performed by observing the price at assets comparable to the
subject asset are bought and sold. Adjustments are made to the data to account for
capacity differences and other relevant differences between the subject asset and the
comparable assets.

Depending on the facts and circumstances of a parlicular appraisal, applying the three
approaches independently of one another can yield conclusions that are substantially
different. As the appraisal is performed, the strengths of the individual approaches are
considered and the influence of each approach in the appraisal process is weighed
according to its likely accuracy.

Special purpose properties are generally appraised using replacement/reproduction cost
new less deprcciation rnodels. Replacement costs are estimated from published sources,
other publicly available infotmation and comparable properties. Reproduction costs are
based on actual investment in the subject or comparable properties. Depreciation is
calculated on the ageAife method using typical economic lives and depreciation rates
based on published sources, market evidence and the experience of knowledgeable
appraisers. Adjustments for functional and economic obsolescence may be made if
utilization and income data for the subject property justify such. Income Approach
models (direct caprtalizatron and discounted cash flow) are also used when economic
and/or subject property income infomration is available. Capitalization and discount
rates are based on published capital costs for the industry of the subject property. A
market data model based on typical selling prices per unit of area, volume or capacity is
also used when appropriate market sales information is available.

Because cost infotmation is the most readily available type of data, the cost approach
model is almost always considered and used. If sufficient data is available, either or both
of the other two models are considered and may be used. The market data and income
approach models must be reduced by the value of the land in order to arrive at a value of
improvements and personal property.

Model calibration in the cost approach involves the selection of the appropriate service
life for each type or class of property. Furtlier calibration can occur tl,rough the use of
utilization or through-put data provided by the owner or agent. Income approach
calibration involves the selection of the cost of capital or discount rate appropriate to the
type of properly being appraised as well as adjusting the projected income stream to
reflect the individual characteristics of the subject property. Model calibration in the
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market data approach involves adjusting sales prices of comparable properties to reflect
the individual characteristics of the subject properly.

In reconciling rnultiple r-rodel results for a property, the appraiser considers the model
results that best address the individual characteristics of the subject property while
maintaining equalization among like properlies. Final results for each property may be
found on the appraisal district's appraisal roll.

Land valuation for real propedy improvements is the responsibility of appraisal district
staff as is the highest and best use analysis of the site. Sites are analyzed for highest and
best use as though they were vacant. Highest and best use analysis of the improvements
is based on the likelihood of the continued use of the improvements in their current
and/or intended use. Highest and best use analysis of these improvements is essential to
an accurate appraisal. Identification of a highest and best use different from the current
or intended use has a significant effect on the cost and market data models. An
appraiser's identification of a propefty's highest and best use is always a statement of
opinion, never a statement of fact.

The market data and income approach models must be reduced by the value of the land
and perhaps personal property in order to arrive at a value of the improvements.

Review and Testins

Field review of appraisals is perfonrred through the regular irrspection of subject
properties. The periodic reassignment of propefties among appraisers or the review of
appraisals by an experienced appraiser also contributes to the review process. A
statistical review of property value changes is also conducted.

Appraisal-to-sales ratios are the preferred method for measuring performance, however
sales are very infrequent. Furthermore, market transactions normally occur for multiple
sites and include both real and personal property, tangible and intangible, making
analysis difficult and subjective. Perfonnance is also measured through comparison with
valid single-property appraisals submitted for staff review. Finally, Pickett's real
property improvements appraisal methods and procedures are subject to review by the
Property Tax Division of the Texas Comptroller's office. The Comptroller's review, as

well as comparisons with single-property appraisals, indicates the validity of the models
and the calibration techniques employed.
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SUMMARY REVALUATION PROGRAM RBPORT

UTILITY, RAILROAD AND PIPELINB PROPBRTIES

Overview

Utility, raihoad, and pipeline properties consists of operating property, excluding land,
owned by utility, railroad and pipeline companies and related personal property and
improvements. Thomas Y. Pickett & Co., Inc. ("Thomas Y. Pickett" or "Pickett") is
contracted to reappraise this type of properly annually for the appraisal district. The
completed appraisals are all retrospective in nature. The purpose of the appraisals is to
estimate market value as of January I in accordance with the definition of market value
established in the Texas Property Tax Code (Sec. 1.04). "Market value" means the price
at which a property would transfer for cash or its equivalent under prevailing market
conditions if:

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

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

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

The effective date of the appraisals is January 1 of the year for which this report is
submitted. The date of this report is approximately April 20 of the tax year for which it is
submitted.

The appraisal results will be used as the tax base upon which a property tax will be
levied. The properties are appraised in fee simple in conformance with the Texas
Property Tax Code Sec. 25.06. This is a jurisdictional exception to the Standards Rule 6-
5 (c) Comment of the Uniform Standards of Professional Appraisal Practice 2004. A
listing of the utility, railroad and pipeline propefiies appraised by Pickett for the appraisal
district is available at the appraisal district office. Such utility, railroad and pipeline
properties that are susceptible to inspection (e.g. compressor stations, pump stations,
buildings and power plants) are normally re-inspected at least every three years.

Pickett's utility, railroad and pipeline appraisal staff includes licensed engineers as well
as experienced appraisers who are knowledgeable in all three approaches to value. The
appraisal staff stays abreast of current trends affecting utility, railroad and pipeline
properties through review of published materials, attendance at conferences, course work
and continuing education. All appraisers are registered with the Texas Board of Tax
Professional Examiners.

Assumptions and Limitine Conditions
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All appraisals are sr"rbject to the following assumptions and limiting conditions:

1. Title to the property is assurned to be good and marketable and the legal
description corect.

2. No responsibility for legal matters is assurned. All existing liens, moftgages or
other encumbrances have been disregarded and the property is appraised as

though free and clear, under responsible ownership and competent management.
3. The appraisers developing these appraisals are not required to give testimony or

attendance in court by reason of the appraisals, unless directed by, employed by,
and provided legal counsel by the Appraisal District.

4. The appraisers do not necessadly inspect every propefty every year.
5. Al1 sketches on the appraisal documents are intended to be visual aids and should

not be construed as surveys or engineering reports unless otherwise specified.
6. All information in the appraisal documents have been obtained by members of

Thomas Y. Pickett's staff or by other reliable sources.
7 . The appraisals were prepared exclusively for ad valorem tax purposes.
8. The appraisers have inspected as fat as possible, by observation, the

improvements being appraised; however, it is not possible to personally observe
conditions beneath the soil or hidden structural components within the
irnprovements. Therefore, no representations are made as to these matters unless
specifically considered in an individual appraisal.

Data Collection and Valuation

Data is collected as paft of the inspection process and through later submissions by the
property owner. Submitted data may be on a rendition form or in other modes that
require confidentiality. Subject property data is verified through previously existing
recotds and through published repofts. Additional dataare obtained and verified through
published sources, regulatory reports and through analysis of comparable properties. Due
to the varied nature of utility, railroad and pipeline properties there is no standard data
collection form or manual.

Valuation Approach and Analysis

The three generally accepted approaches used in determining the Market Value of assets

are the cost, income, and market approaches. The following is a brief description of the
three general approaches to value.

Cost Approach
The cost approach considers the replacement cost of an asset as an indicator of value.
The cost approach is based on the assumption that a prudent investor would pay no more
for an asset than the amount for which he could replace or recreate the asset, The cost
approach is sometimes performed by estirnating the replacement cost of an asset
functionally similar to the subject. Often, historical cost data can be used to indicate the
current cost of reproduction or replacement. Adjustments are made for physical
deterioration and the functional and economic obsolescence of the appraised asset.
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Income Approach
The income approach measures the present worth of anticipated future net cash flows
generated by the subject assets. The net cash flows are forecast for an appropriate period,
or capitalized in the case of a single period model, and then discounted to present value
using an appropriate discount rate.

Market Approach
The market approach is perfonned by observing the price at assets comparable to the
subject asset are bought and sold. Adjustments are made to the data to account for
capacrty differences and other relevant differences between the subject asset and the
comparable assets.

Depending on the facts and circumstances of a parlicular appraisal, applying the three
approaches independently of one another can yield conclusions that are substantially
different. As the appraisal is perfonned, the strengths of the individual approaches are
considered and the influence of each approach in the appraisal process is weighed
according to its likely accuracy.

For all pipelines a value is calculated using a Replacement Cost New Less Depreciation
(RCNLD) model. This involves first calculating the cost of building a new pipeline of
equal utility using curuent prices. The Replacement Cost New (RCN) is a function of
location, length, diameter and composition. Depreciation is then subtracted from RCN to
produce the final value estimate. Depreciation is defined as the loss of value resulting
from any cause. The three comlnon fomrs of depreciation are physical, functional and
economic. Physical depreciation is accounted for on the basis of the age of the subject
pipeline. Functional and economic obsolescence (depreciation) can be estimated through
the use of suryivot' culves or other nonnative techniques. Specific calculations to
estimate abnotmal functional andlor economic obsolescence can be made on the basis of
the typical utilization of the subject pipeline.

After deductions from RCN have been made for all three forms of depreciation, the
remainder is the RCNLD or cost approach model indicator of value.

In addition to the RCNLD indicator, a unit value model may also be used for those
pipelines for which appropriate income statements and balance sheets are also available.
Generally, this model is used for those pipelines that by regulation are considered to be
common carriers. The unit value model must be calculated for the entire pipeline system.

The unit value model typically involves an income approach to value and a rate base cost
approach. The income approach is based on a projection of expected future typical net
operating income (NOI). The projected NOI is discounted to a present worth using a
curent cost of capital that is both typical of the industry and reflective of the risks
inherent in the subject property. The unit value model cost approach is typically an
estimation of the current rate base of the subject pipeline (total investment 

-less 
6ook

depreciation allowed under the current form of regulation). An additional calculation is
made to detect and estimate economic obsolescence. Any economic obsolescence is
deducted from the rate base cost less book depreciation to achieve a final cost indicator.
The unit value model may also include a stock and debt approach in lieu of a market data
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approach. The stock and debt approach involves finding the total value of the owner's
liabilities (equity and debt) and assuming that they are equal to the value of the assets.

The two (or three, if the stock and debt approach is included) unit value indicators are

then reconciled into a final unit appraisal model indicator of value. The unit value must
tlien be reconciled with the RCNLD rnodel indicator of value for the entire pipeline
system being appraised. The final con'elated value of the system can then be allocated
among the various components of the system to determine the tax roll value for each
pipeline segment.

Utility and railroad properties are appraised in a manner sirnilar to pipeline except the
RCNLD model is not used. For all three types of property (utility, railroad and pipeline)
the appraiser must first form an opinion of highest and best use. If the highest and best
use of the operating property is the current use under current regulation, the unit value
model is considered highly appropriate. lf the highest and best use is something
different, then the RCNLD model may be morc appropriate.

Compressor stations, pump stations, improvements and related facilities are appraised
using a replacement cost new less depreciation model.

Model calibration in the RCNLD model involves the selection of the appropriate service
life for each type or class of property. Fufther calibration can occur through the use of
utilization or through-put data provided by the owner or agent. Model calibration in the
unit value cost approach involves the selection of the appropriate iterns to include in the
rate base calculation and selection of the best measure of obsolescence, if any. Income
approach calibration involves the selection of the cost of capital or discount rate
appropriate to the type of properly being appraised as well as adjusting the projected
income stream to reflect the individual charactedstics of the subject property. Model
calibration in the stock and debt approach involves allocating sales prices of debt and
equity to reflect the contribution to value of the operating property of the subject
propefty.

In reconciling multiple model results for a propefty, the appraiser considers the model
results that best address the individual characteristics of the subject property while
maintaining equalization among like properties. Final results for each property may be
found on the appraisal district's appraisal roll.

Land valuation for utility and pipeline properlies is the responsibility of appraisal district
staff as is the highest and best use analysis of the site. Sites arc analyzed for highest and
best use as though they were vacant. Highest and best use analysis of the improvements
is based on the likelihood of the continued use of the improvements in their current
and/or intended use. Railroad coridor land is included in the appraisalof the operating
property. The highest and best use of railroad corridor land is presumed to be as

operating property. An appraiser's identification of a property's highest and best use is
always a statement of opinion, never a statement of fact.

The rate-base cost approach, stock and debt approach and income approach models must
be reduced by the value of the land in order to arrive at a value of improvements,
personal property and other operating property.

Thomas Y. Pickett & Co.,Inc. Utility, Railroad, & Pipeline Properties Page 4



Review and Testing

Field review of appraisals is perfonned through the regular inspection of subject
propefties. The periodic reassignment of properties among appraisers or the review of
appraisals by an experienced appraiser also contributes to the review process. A
statistical review of property value changes is also conducted.

Appraisal-to-sales ratios are the preferred method for measuring performance, however
sales are very infrequent. Furthermore, market transactions normally occur for multiple
sites and include both real and personal property, tangible and intangible, making
analysis difficult and subjective. Performance is also measured through comparison with
valid single-property appraisals submitted for staff review. Appraisal results are tested
annually by the Properly Tax Division of the Texas Cornptroller's office. The
Comptroller's review, as well as comparisons with single-property appraisals, indicates
the validity of the models and the calibration techniques employed.
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SUMMARY REVALUATION PROGRAM REPORT

BUSINESS PERSONAL PROPERTY

Overview

Business personal property consists of tangible personal property owned by a business or
individual for the purpose of producing income. The Uniform Standards of Professional
Appraisal Practice define personal property as "identifiable porlable and tangible objects
which are considered by the general public as being "personal," e.g. furnishings, artwork,
antiques, gems and jewehy, collectibles, machinery and equipment; all personal propefty
that is not classified as real estate". The Texas Properly Tax Code (Sec. 1.04(5)) defines
tangible personal plopefty as ",..personal properly that can be seen, weighed, measured,
felt or otherwise perceived by the senses but does not include a document or other
perceptible object that constitutes evidence of a valuable interest, claim or right and has
negligible or no intrinsic value". The Texas Properly Tax Code (Sec. 104 (4)) defines
personal properly as "...property that is not real propefty".

Pickett is contracted to reappraise this type of property annually for the appraisal district.
The completed appraisals are all retrospective in nature. The purpose of the appraisals is
to estimate martet value as of January I in accordance with the definition of market
value established in the Texas Propefty Tax Code (Sec. 1.04). "Marketvalue"meansthe
price at which a property would transfer for cash or its equivalent under prevailing
market conditions if:

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

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

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

A separate definition of the value of inventory is found in the Texas Property Tax Code
(Sec. 23.12 (a)), "...the market value of an inventory is the price for which it would sell
as a unit to a purchaser who would continue the business". Additionally, some
inventories may qualify for appraisal as of September 1 in accordance with the provisions
of Texas Property Tax Code Section 23.12(f).

The date of this repoft is approximately April 20 of the tax year for which it is submitted.

The appraisal results will be used as the tax base upon which a property tax will be
levied. A listing of the personal property appraised by Pickett for the appraisal district is
available at the appraisal district office. Personal property is nonnally re-inspected
annually.

Documents relevant to an understanding of these appraisals include the confidential
rendition, if any, filed with the appraisal district by the owner or agent of the property;
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other repofts described in the Texas Property Tax Code; asset lists and other confidential
data supplied by the owner or agent; Property Assessrnent Valuation published by the
Intemational Association of Assessing Officers and adopted by the Texas Comptroller of
Public Accounts; and Engineering Valuation and Depreciation by Marston, Winfrey and
Hernpstead; and the Texas Property Tax Code.

Pickett's personal property appraisal staff includes licensed engineers as well as

experienced appraisers who are knowledgeable in all three approaches to value. Personal
property appraisal staff stays abreast of curent trends affecting personal property through
review of published materials, attendance at conferences, collrse work and continuing
education. All personal property appraisers are registered with the Texas Board of Tax
Professional Examiners.

Assumptions and Lirniting Conditions

All appraisals are subject to the following assumptions and limiting conditions

1. Title to the property is assumed to be good and marketable and the legal
description correct.

2. No responsibility for legal matters is assumed. All existing liens, moftgages or
other encumbrances have been disregarded and the property is appraised as
though free and clear, under responsible ownership and competent management.

3. The appraisers developing these appraisals are not required to give testimony or
attendance itr coutt by reason of tlie appraisals, unless directed by, ernployed by,
and provided legal counselby the Appraisal District.

4. The appraisers do not necessarily inspect every property every year.
5. Al1 sketches on the appraisal documents are intended to be visual aids and should

not be construed as surveys or engineering repofts unless otherwise specified.
6. All information in the appraisal documents have been obtained by members of

Thomas Y. Pickett's staff or by other reliable sources.
7 . The appraisals were prepared exclusively for ad valorem tax purposes.

Data Collection and Valuafion

Data collected as part of the inspection process and through later submissions by the
property owner. Submitted data may be on a rendition fonn or in other modes that
require confidentiality. Subject property data is verified through previously existing
records and through published repofts. Additional data is obtained and verified through
published sources, regulatory repofts and through analysis of comparable properties. Due
to the multitude of personal property types there is no standard data collection form or
manual.

Valuation Annroach an d Analysis

The three generally accepted approaches used in determining the Market Value of assets
are the cost, income, and markgt approaches. The following is a brief description of the
thlee general approaches to value.
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Cost Approach
The cost approach considers the replacement cost of an asset as an indicator of value,
The cost approach is based on the assumption that a prudent investor would pay no more
for an asset than the amount for which he could replace or recreate the asset. The cost
approach is sometimes perfotmed by estirnating the replacement cost of an asset
functionally similar to the subject. Often, historical cost data can be used to indicate the
current cost of reproduction or replacement. Adjustments are made for physical
deterioration and the functional and economic obsolescence of the appraised asset.

Income Approach
The income approach measures the present worth of anticipated future net cash flows
generated by the subject assets. The net cash flows are forecast for an appropriate period,
or capitalized in the case of a single period model, and then discounted to present value
using an appropriate discount rate.

Market Approach
The market approach is petfotmed by observing the price at assets comparable to the
subject asset are bought and sold. Adjustments are made to the data to account for
capacity differences and other relevant differences between the subject asset and the
comparable assets.

Depending on the facts and circumstances of a particular appraisal, applying the three
approaches independently of one another can yield conclusions that are substantially
different. As the appraisal is perfonned, the strengths of the individual approaches are
considered and the influence of each approach in the appraisal process is weighed
according to its likely accuracy.

Personal property is usually appraised using replacement/reproduction cost new less
depreciation models. Replacement costs are estimated from published sources, other
publicly available infonnation and comparable properties. Reproduction costs are based
on actual investment in the subject or comparable properties. Depreciation is calculated
on tlre ageilife method using typical economic lives and depreciation rates based on
published soultes, market evidence and the experience of knowledgeable appraisers.
Adjustments for functional and economic obsolescence may be made if utilization and
income data for the subject property justify such. Income Approach models (direct
capitalization and discounted cash flow) are also used when economic and/or subject
property income infotmation is available. Capitalization and discount rates are based on
published capital costs for the industry of the subject properly. A value estimate derived
from an income approach model in which the operating income of a business was
capitalized must be reduced by the value of any real properly in order to arrive at the
value of the operating personal property. A market data model based on typical selling
prices per item or unit of capacity is also used when appropriate market sales information
is available. In the case of some personal property types, such as licensed vehicles,
market data from published pricing guides is used to construct a market value model. In
other cases, models are based on sales information available through published sources or
through private sources.
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Because cost information is the most readily available type of data, the cost approach
rnodel is almost always considered and used. If sufficient data is available, either or both
of the other two models are considered and may be used. The market data and income
approach models must be reduced by the value of the land in order to arrive at a value of
improvements and personal property.

Model calibration in the cost approach involves the selection of the appropriate service
life for each type or class of property. Furlhcr calibration can occur through the use of
utilization or through-put data provided by the owner or agent. Income approach
calibration involves the selection of the cost of capital or discount rate appropriate to the
type of property being appraised as well as adjusting the projected income stream to
reflect the individual characteristics of the subject property. Model calibration in the
market data approach involves adjusting sales prices of comparable properties to reflect
the individual characteristics of the subject properly.

In reconciling multiple model results for a property, the appraiser considers the model
results that 6est address the individual characteristics of ttr" subject property while
maintaining equalization among like properties. Final results for each property may be
found on the appraisal district's appraisal roll.

Highest and best use analysis of personal property is based on the likelihood of the
continued use of the personal property in its cument and/or intended use. An appraiser's
identification of a property's highest and best use is always a statement of opinion, never
a statement of fact.

Review and Testing

Field review of appraisals is performed through the regular inspection of subject
properties. The periodic reassignment of properties among appraisers or the review of
appraisals by an experienced appraiser also contributes to the review process. A
statistical review of property value changes is also conducted.

Appraisal-to-sales ratios are the prefened method for measuring performance and are
used when possible. However, sales for some types of personal property are very
infrequent. Fufthermore, lnany market transactions occur for multiple sites and include
both real and personal property, tangible and intangible, making analysis difficult and
subjective. Performance is also measured through comparison with valid single-property
appraisals submitted for staff review. Finally, Pickett's appraisal methods and
procedures for personal property are subject to review by the Property Tax Division of
the Texas Comptroller's office. The Comptroller's review, as well as appraisal-to-sale
ratios and comparisons with single-property appraisals, indicates the validity of the
models and the calibration techniques ernployed. Commercial personal property
appraised by Pickett is not subject to r-nethods and procedures review however it is
included in the Properly Tax Division's annual ratio study with satisfactory results,
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SUMMARY RBVALUATION PROGRAM REPORT

OIL AND GAS RESERVBS

Overview

Oil and gas reselves consists of interests in subsurface mineral rights. Thomas Y. Pickett
& Co., Inc. ("Thomas Y. Pickett" or "Pickett") is contracted to reappraise this type of
property annually for the appraisal district. The completed appraisals are all retrospective
in nature. The purpose of the appraisals is to estimate market value as of January I in
accordance with the definition of market value established in the Texas Property Tax
Code (Sec. 1.04). "Market value" lneans the price at which a property would transfer for
cash or its equivalent under prevailing market conditions if:

A. exposed for sale in the open market with a reasonable time for the seller to
find apurchaser;

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

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

The effective date of the appraisals is January I of the year for which this report is
subrnitted. The date of this leport is approximately April 20 of the taxyear forwith it is
submitted.

The appraisal results will be used as the tax base upon which a properly tax will be
levied. Each rnineral interest is listed on the appraisal roll separately frorn other interests
in the mineral in place in conformance with the Texas Property tax Code Sec. 25.12. A
listing of the oil and gas properties appraised by Pickett for the appraisal district is
available at the appraisal district office. Subsurface mineral rights are not susceptible to
physical inspection. This condition creates the need to invoke the Departure Provision as
required by the Standards Rule 6-7 (f) comrnent of the Uniform Standards of Professional
Practice 2004 Edition. However, the inability to physically examine the property does
not affect the appraisal process nor the quality of the results. The appraisal district is
aware of this limiting condition and agrees that it is appropriate,

Documents relevant to an understanding of these appraisals include the confidential
rendition, if any, filed with the appraisal district by the owner or agent of the property;
other reports described in the Texas Property Tax Code; and other confidential data
supplied by the owner or agent; the General Appraisal Manual adopted by the Texas
Cornptroller of Public Accounts; Property Assessment Valuation published by the
Intemational Association of Assessing Officers and adopted by the Texas Comptroller of
Public Accounts and the Texas Property Tax Code.

Pickett's oil and gas appraisal staff includes licensed engineers as well as experienced
appraisers who are knowledgeable in all three approaches to value. Oil and gas appraisal
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staff stays abreast of cument trends affecting oil and gas properlies through review of
published materials, attendance at conferences, course work and continuing education.
All oil and gas appraisers are registered with the Texas Board of Tax Professional
Examiners.

Assumptions and Limiting Conditions

All appraisals are subject to the following assumptions and limiting conditions

1. Title to the property is assumed to be good and malketable and the legal
description coffect.

2. No responsibility for legal matters is assumed. A1l existing liens, moftgages or
other encumbrances have been disregarded and the property is appraised as

though free and clear, under responsible ownership and competent management.
3. The appraisers developing these appraisals are not required to give testimony or

attendance in court by reason of the appraisals, unless directed by, employed by,
and provided legal counsel by the Appraisal District.

4. The appraisers do not inspect every propefty every year.
5. All sketches on the appraisal documents are intended to be visual aids and should

not be construed as surveys or engineering reports unless otherwise specified.
6. All information in the appraisal documents have been obtained by members of

Thomas Y. Pickett's staff or by other reliable sources.
1 . The appraisals were prepared exclusively for ad valorem tax purposes.

Data Collection and Valuation

Data on the subject properlies is collected from required regulatory repofts from the
Texas Railroad Commission and the Texas Comptroller of Public Accounts and by
the property owner. Submitted data may be on a rendition form or in other modes
that require confidentiality, Subject property data is verified through previously
existing records and through published repofts. Additional data are obtained and
verified through published sources, regulatory reports and through analysis of
comparable propefties, if any. Due to the unique nature of many oil and gas
properties there is no standard data collection form or manual.

Valuation A and Analvsis

The three generally accepted approaches used in determining the Market Value of assets
are the cost, income, and market approaches. The following is a brief description of the
three general approaches to value.

Cost Approach
The cost approach considers the replacernent cost of an asset as an indicator of value.
The cost approach is based on the assumption that a prudent investor would pay no more
for an asset than the amount for which he could replace or recreate the asset. The cost
approach is sometimes perfotmed by estimating the replacement cost of an asset
functionally similar to the subject. Often, historical cost data can be used to indicate the
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cuffent cost of reprodr.rction or replacement. Adjustments are made for physical
deterioration and the functional and economic obsolescence of the appraised asset.

Income Approach
The income approach measures the present worlh of anticipated future net cash flows
generated by the subject assets. The net cash flows are forecast for an appropriate period,
or capitalized in the case of a single period model, and then discounted to present value
using an appropriate discount mte.

Market Approach
The market approach is performed by observing the price at assets comparable to the
subject asset are bought and sold. Adjustments are made to the data to account for
capacity differences and other relevant differences between the subject asset and the
comparable assets.

Depending on the facts and circumstances of a particular appraisal, applying the three
approaches independently of one another can yield conclusions that are substantially
different. As the appraisal is perfotmed, the strengths of the individual approaches are
considered and the influence of each approach in the appraisal process is weighed
according to its likely accuracy.

All oil ar-rd gas interest values are arrived at through an appraisal of the whole property.
Each fractional interest is then assigr,ed a value on the basis of its relative share of
expenses and income. Multiple producing zones in the same well may be treated as

separate properties.

Oil and gas propefties are principally appraised through the income approach to value.
Specifically, the discounted cash flow (DCF) technique is used almost exclusively. The
almost exclusive reliance on income approach methods, adjusted for risk and market
conditions, is typical of the oil and gas indr"rstry in dealings between buyers and sellers as
well as in single-property appraisals. A mineral propefty's intrinsic value is derived from
its ability to generate income by producing oil and/or gas reserves.

Income approach calibration involves the selection of the cost of capital or discount rate
appropriate to the type of property being appraised as well as adjusting the projected
revenue stream to reflect the individual characteristics of the subject property. The DCF
model is also calibrated through the use of lease operating expenses that reflect the
individual characteristics of the subject property.

A jurisdictional exception to the DCF model, as this process is described in the Statement
on Appraisal Standards No. 2 of the Uniforrn Standards of Professional Appraisal
Practice 2004 Editiott, rt-tust be taken. Section 23.175 (a) of the Texas Property Code
specifies that the price of oil and gas used for the first year of the DCF analysis must be
the monthly average price of the oil and gas received from the interest for the preceding
year multiplied by a market condition factor as promulgated by the Texas Comptroller's
office. Fufthetmore, the pdces used for succeeding yeaffi are based upon escalation
factors also stipulated by the Texas Comptroller's office.
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Highest and best use analysis of the oil and gas reserves is based on the likelihood of the
continued use of the reserves in their curent use. An appraiser's identification of a

propefty's highest and best use is always a statement of opinion, never a statement of
fact.

Review and Testing

Review of appraisals is performed through a comparison of income indicators and
compliance with Section 23.I75 of the Texas Property Tax Code. A review of property
values with respect to year-to-year changes and with respect to industry-accepted income
indicators is conducted annually. The periodic reassignment of properties among

appraisers or the review of appraisals by an experienced appraiser also contributes to the
review process.

Appraisal-to-sales ratios are the prefened method for measuring performance, however
sales are very infrequent. Fufthermore, market transactions normally occur for multiple
sites and include both real and personal property, tangible and intangible, making
analysis difficult and subjective. Performance is also measured through comparison with
valid single-property appraisals submitted for staff review. Finally, Pickett's mineral
appraisal methods and procedures are subject to review by the Property Tax Division of
the Texas Comptroller's office. The Comptroller's review, as well as comparisons with
single-property appraisals, indicates the validity of the models and the calibration
techniques ernployed.
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