STATE OF WEST VIRGINIA ©©PV
Department of Revenue ‘

State Tax Department

Joe Manchin III Christopher G. Morris
Governor State Tax Commissioner
=
_
ADMINISTRATIVE NOTICE 2010-08 ' -
)

SUBJECT: Property Tax -- State Tax Commissioner's Statement for the Defermination
of Production Decline Rates for Producing Oil and Gas Properties for
Property Tax Purposes for Tax Year 2010, Pursuant to § 110 CSR 1J-4.4.

On August 28, 2009, the State Tax Department filed valuation variables to be used in
conjunction with the legislative rule for the appraisal of oil and gas properties. (See: §§ 110 CSR
1J-1, et seq.) This notice will address one of the variables, the production decline rate(s), setting
forth the procedures used in developing the rate(s) for Tax Year 2010.

DISCUSSION

The income stream generated from a producing oil or gas well is directly dependent upon
the quantity of the natural resource produced from the well. Once drilled an oil or gas well will
experience a sharper production decline, typically for the first two (2) years of production. This is
known as flush production. Thereafter production decline levels off into what is known as settled
production. The rate of production decline is dependent upon the physical location of the well and
the stratigraphic formation(s) from which the well is producing.

The West Virginia Geological and Economic Survey (“Survey™) has in past years created a
database that contains well-by-well production data by producing formation(s). The Tax
Department contracted with the Survey to develop an analytical model to plot production declines
by location/formation throughout the State using data available at the time of the contract.

The Survey has divided the State into ten (10) regions that contain similar oil and gas
geological characteristics. Attachment I is a map of the State depicting each of these ten (10)
regions. A complete list of the oil and gas decline rates (see Attachment II) can also be found in the
above referenced variables filed on August 28, 2009.

The appropriate production decline rate(s) are applied to individual well gross receipts to
develop a probable future income series for the respective wells. The income streams from these
wells are then discounted to present value.

TAX COMMISSIONER'S OFFICE
1001 LEE STREET, EAST, PO BOX 11771, CHARLESTON, WV 25339-1771
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FAX (104) 538-8559
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For more information concerning the development of oil and gas well production decline
rates contact the State Tax Department at (304) 558-3940.

Issued: I R7-20/0 C‘QJ \D (_))"

. had
Christopher G. Morris
State Tax Commissioner
West Virginia State Tax Department

State Tax Department Operator on Duty 8:30 am - 5:00 pm
Property Tax Division Monday through Friday
P. O. Box 2589 Phone: (504) 558-3940

Charleston, WV 25328-2389 FAX: (304)558-1843



W

Attachment I to 2010-08

Oil and Natural Gas
Decline Rate Regions
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Attachment II

to 2010-08

Code
12 |Alexander, Benson
14 Benson
16 Benson, Balliown
17 Gordon +
18 Big Injun
19 Big Injun, Big Lime
22 Big Lime
26 Ravencliff
83 4th Sand
94 50 Foot
95 Injun/Weir
56 Maxton
109  |Trenton/Deeper”
110 |Marcellus*
9 Exception {median)
10 Non-riier

* New Formation(s) involved in recent production. These will be valued with the Exception rates uniil

decline information is availablz.




s

1 Oriskany -0.19 éﬁs =

14 |Benson 012 [ e
20 [Benson + -0.08
21 Bevnsonv, Fifth -0.09
32 |Brallier + -0.05
33 |El, Benson -0.08
34 |[Elk, Benson, Riley 0.05
35 |[Elk, Benson, Riley + -0.11
368 |Elk, Benson, Balltown -0.11
37 |Elk, Alexander, Benson -0.50 | 007 -0.07
38 |Elk, Alexander, Banson + -0.16 -0.16
38 [Hunterville -0.31 -0.14
40 |Fox, Haverly -0.21 -0.15
93 |4th Sand -0.32 -0.08
94 |50 Foot -0.26 -0.07
95 |Injun/Weir 025 | -0.09
96 |Maxion -0.27 -0.08
110 [Marcellus* -0.22 -0.10
8 |Exception (median) -0.22 0.10
10 [Non-Filer -0.07 -0.05

* New Formation(s) involved in recent production. These will be valued with the Exception rates until

decline information is available.




Code

11 Gordon
13 Alexandsr. Benson, Riley
15 |Benson, Riley Z
€3 |4ih Sand Hoasread 042 0.32 20.08  |BET
ey 5 2 Tt e
54 |50 Fout FE S 034 -0.26 007 |SWEr
95 |lnjun/Weir HEaaid s 0.2 000 |EmEEl
e =
96  iMaxton SElaled  -0.70 -0.27 -0.08
o :
e 3
67 __|Coalbed Methans (vertical) e s  -0.23 -0.08 0.05 |
e i 12
110 Marcellus” = 0.23 008 [|&
9 |Exception (median) -0.23 0.08  [HEE
i
10 'Non-Filer -0.16 -0.06 ;

* New Formation(s) involved in recent production. Thesz will be valued with the Exception rates until
decline informaticn is available.




41 Gordsa -0.41 -0.14 0.12
12 |Aexancer, Benson -0.37 -0.18 0.11
43 |Aexander, Benscn, Riley -0.40 028 -0.05
14 |Bensan £.31 -0.17 ' 012
15 |Benson, Riey -0.34 -0.17 -0.14
18 By ki .36 -0.15 -0.13
21 |Benson, Fith -0.31 -D.20 0.14
28 [Weirr 0.34 -0.34 -0.07
20 |Weir+ -0.28 -0.28 -0.23
33 Bk Benson -0.34 ND.16 . 8.1
34 |Ek, Benson, Riley -0.42 -0.27 -£.08
37 |EX Alexandar, Bensan -D.48 -0.23 -0.08
38 |Ek. Alexander, Benson ¢ -0.38 -0.20 -D.12
40 |Fox, Havery -0.46 -0.16 -0.08
50 |Rhinestrest -0.28 -0.02 -0.03
57 |Alexandar, Senson, Balllbwn -0.38 -026 -0.08
58 __|Al=xender -0.35 { -0.20 0,10
5§  |jAexandef « -0.28 D22 ~0.10
60 |Alexander, Senson, Riloyr -3.38 -D.35 ~0.12
61 !Balliown -0.35 -0.20 -0.10
52  !Bafown, Speechiey -0.28 -0.22 <0.10
53 |Bailiown, Speechley + .30 ~0.13 <0.10
64 |Bensch, Balllown, Speechiey -0.28 -D.22 -0.09
65 |Benson, Bradford -0.37 -0.20 -0.10
65 !Benscn, Baltcwn -3.28 -0.23 -0.11
57 |Benson, Riley + -0.38 -0.14 -0.10
58 |Renson, Sceachiey -0.30 022 -D.14
59 |Srafier, Bk -0.42 020 -0.93
7C  iBrafigr -0.40 -0.22 -0.15
7% |DeeparOnendago or Orskanviieiderbarp -0.24 -0.24 -0.03
72 |EX Alexander -0.42 -0.22 -D.08
73 5K Benson+ 0.38 -0.20 { -0.12
74 |ex 043 2£.12 [ 01
75 |EKk, Riey -0.80 -0.35 -0.17
76 {Fox+ -0.45 <0.78 -0.09
77 {Haveny, Sk Benson (no Algxander) -0.35 -0.15 -0.16
78 |Mavery -0.45 -5.15 -0.15
73 |Riey 0.44 .0.22 -0.10
B0 ISpeechley ~0.30 -0.18 -0.09
B1 |Alexandes. Benson. Speechisy -0.39 -D.24 -0.10
52 |Hoverty. Bk, Alexander -0.47 -0.14 -0.14
85 _|Fm Gi 0.45 ! -0.25 -0.22
57 lBavard Al £.30 0.20 -0.05
g8 __|Fiih -0.28 -0.18 -0.12
| 8e iFfm+ -0.25 -0.15 -0.13
| 50 loomontnin Al 0.41 .23 -0.23
St iSauaw 0.37 0.31 -0.08
g2 lign+ -0.34 022 -0.22
53 |4th Sand 0.42 -0.32 -D.08
94 |5D Fool -0.34 l -0.26 007
85 linhn/Weir -0.51 -0.25 -0.08
FE -0.70 -0.27 -0.08
57 {Ccalbed Methane {verfizai) -0.23 -0.08 -0.05
98 [Coalbed Methane (hosizonlal) £.05 0.08 0.32
103 {TrentonDeeoer -D.38 -0.21 -0.11
140 Marcelss Shaie® -0.328 -0.21 0.1
g Exceslion {medan)
10 {Non-Fler

" New Formafion(s) nvelved In recent produzlion, These wil o2 valuzd wilh the Exceplicn rates unfi dacline information is svaiable,




Code ‘. i g fecEiiEh "‘Tq:_:“ =
2 S 3 BR B3
b
2 |Fiuron, Renestrest 3 041 0.25 0.7
4 |Huwon 042 -0.24 014 KSENES
5 |Huron, Shale, Above Huron : -0.39 -028 -0.14
3 lzersa -0.31 0.15 0.15
11 |Bordon -0.38 -0.10 -0.10 : s
12_|Alexandes Benson o Riey) -0.34 -0.23 010 |E
13| Alexanow, Bansor, Riey -0.32 -0.20 o1 [
14_|Benson -0.18 019 0,10 F ;
44 |[Rhinestreat Huron, Shallow Shate -0.43 -0.28 0.11 : x
47 _|eeander, Rey. i Bongon) 0.05 095 f', s
48 Rhinestreet, Alexandar, Banscn, Rlley -0.24 -0.10 : =
49 _|Wek. Susw, ig Igun 0.17 007 B
50 |Rhineswest 0.27 027 E
51 |Rninestrest + -0.21 EXIE:
52| Al Upper Devonian (undwv) -0.33 019 EF
53 |Huron, Chemung =0.14 -0.09
54 _|Huron, Hampstire, Pocono | -0a2 -0.11 ;- “
55_{Upoer Devonian (above Huron) L D33 .23 Ed
56 _IChemung Sands=Riey Bradiord. Balown Speechiey SWarrenino Benson or Alaxanden 018 ot PEE
83 _|Huron o8 -0.44 040 [ :
93 iat sand 032 T
54 150 Fool ‘ 026 | 007 [
95 |impunwel -0.26 -0.09
95 _!nmaon -0.27 -0.08 ”
109 |Tronton/Cesper -0.23 013 B
110 |Marcotus® -0.23 .13 :.
I} &
9 |Exzenton (median) | oz 013 B
10_|Non-Fler B 012 -0.05 005 F
* New FormasSon(s) invoived in recent produstion. Thesz wil be veluad wih the Excaplior raes untt decine informafon is avaialle.

AN




Code

8 |Bersa
22 |Biglime
23 |Big Lime, Maxton
24 |3ig Lime, Ravenchiff
25 |Bersa +
26 |Ravendiff
28  |Weir
29 |Weir +
30 [Wsir, Sig Lime
42 [Maxton, Ravenciifl
93 |4th Sand
94 - |50 Foot
95  |Injun/Weir
96 {Maxicn
§7_ |Coalbed Msthans (Verlical)
98 {Coalbed Methane {Harizontzal)
110 |Marcellus®
10 |Excepiion (medizn)

10

Non-Fiier
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Code
3 |Devonian Shale
4  [Huron
8 |Berea
18 _|Big Iniun
27 _{Huron, Shales above Huron
28 [Weir
28 |Weir +
31 _|Devonian Shales +
85 |Big Iniun-Cil
83 l4th Sand
G4 |50 Foot
95 |injun/Weir
85 [Maxton
109 |Tremion/Dseper”
110 |Marcellus®
§  |Exception (median)
10 |Non-Filer -0.19 -0.07 | 0.04

* New Formation(s) involved in recent production. These will be valued with the Exception rates until
dacling information is available.




3 |Devonian Shale
8 |Berea -0.36 -0.11 -0.11 “Eboanl!
18 |Big Injun -0.38 -0.22 -0.04 =i
=y
2z |Big Lime -0.19 0.19 -0.13 oo
e
43 |Berea, Big Lime -0.18 0.18 -0.18 P
83 |4th Sand 0.42 0.32 -0.08 T
54 |50 Foot 0.34 0.25 -0.07 i
85 |InunWeir -0.51 -0.26 -0.09 Sl
T
95 |Maxton 0.70 0.27 -0.08 e
Eaviay
109 |Trentor/Deeper* -0.38 0.22 £.10 B
10 |Marcellus® -0.38 -0.22 -0.10 S
=R TR
8  |Exception (median) -0.38 -0.22 -0.10 L.
10 {Non-Filer -0.18 0.11 0.04 S

* New Formation(s) involved in recent production. These will be valued with the Exception rates until

decline information is available.
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Code
2 |Huron, Rhinestreet
4 |Huron

27 |Huron, Shales above Huron

44 |Rhinestreet, Huron, Shallow Shale
45 |Davonian Shale, Pocono

46 |Pccono
84 |Big Injun - Oil

93 |4th Sand

94 |50 Foot

85 [Injun/Weir

86 |Maxion

109 |Trenton/Deeper”

110 |[Marcelius®
9 |Exception (median)
10 |Non-Filer

* New Formation(s) involved in recent production. These will be valued with the Exception

rates until dadline information is available.
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Code

Oriskany

EEéiﬁﬂiQﬁﬁ#n‘Eﬁ$w

Huron, Rhinesireet

(o>

Devonizn Shzale

4 |Huron
5 |Huron, Shale, Above Huron
6 [Huron, Berea
7  |Berea, Devonian Shales
8 |Berea

93 |4th Sand

94 |50 Foot

85 {injun/Weir

96 |Maxion

109 |Trenton/Deeper*

110 Marcellus®

9 |Exception (median)

10 |Non-Filer

= New Formation(s) involved in recent production. These will be valued with the
Exception rates until decline information is available.




