ADMINISTRATIVE NOTICE 97-11

SUBJECT: Property Tax -- State Tax Commissioner's Policy
Statement for Sales Analysis of Reserve Coal
Properties Pursuant to CSR § 110-11-4.1.9.2.

On July 26, 1992, the Department of Tax and Revenue filed Legislative Regulation
CSR § 110-11-1 et seq., relating to the appraisal of producing and reserve coal properties.
This notice will address the sales analysis for reserve coal properties conducted by the
State Tax Commissioner pursuant to CSR § 110-11-4.1.9.2.

DISCUSSION

Legislative Regulation CSR § 110-11-4.1.9.2 requires reserve coal properties to be
appraised considering a review of sales reflecting arms-length, willing buyer-willing seller
transactions and the market conditions in the region wherein the property is located. The
regulations further require coal reserve values to be established as the product of the
reserve acres multiplied by the regional reserve value per acre for the region in which the
property is located. The regional value per acre for reserves is required to be established
annually by the Tax Commissioner after review of recorded willing buyer-willing seller arms-
length coal property sales. The following is a brief discussion of the sales analysis
conducted by the Tax Commissioner and the resulting regional values per acre used in
appraising reserve coal properties for Tax Year 1997.

RESERVE REGIONS

Legislative Regulation CSR § 110-11-4.1.9.2.c requires that counties containing
mineable coal seams shall be grouped into five (5) regions based on type of coal seams,
location, ownership patterns, mining activity, and sales prices of reserves. The counties
contained in each region are listed in CSR 88 110-11-4.1.9.2.c.1 through 4.1.9.2.c.5.

SALES ANALYSIS BY REGION

Legislative Regulations require that the source of information for sales analysis is to
be "... recorded willing buyer-willing seller arms-length coal property sales ..." (see CSR
§ 110-11-4.1.9.2.b). To this end the Department receives and reviews sales listing forms
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or such other alternative forms required to be filed with the Department under provisions
of West Virginia Code § 11-22-6 (see Exhibit | attached). Coal sales listed on these forms
are inspected by reviewing the deed and other necessary information. The sales are
entered to a sales listing system and reviewed through the process contained in the
"Reserve Coal Sales Validation Review" form attached as Exhibit Ill. The sales report
found in Exhibit Il is generated from property sales that have been reviewed through this
process.

Once the sales have been subjected to various validity tests, the arms-length
reserve coal sales contained in Exhibit Il are used to generate measures of central
tendency for each coal sales region established in CSR § 110-11-4.1.9.2.c. In this regard,
different measures are developed to provide guidance in selecting the price per acre that
best typifies the most probable selling price per acre for each region. First the Department
develops a weighted arithmetic mean of sales--giving the more recent sales greater
weighting. Second, an arithmetic mean of the sales is developed by dividing the aggregate
of the sale prices by the aggregate acres transferred. Third, a straight average of the
annual arithmetic means is developed. And, fourth, a median of the selling prices is
developed. These measures of central tendency are developed for 8, 7, 6, and 5 years
data with the median measures receiving primary consideration when establishing the value
per region that best typifies the sales that have transacted in the region. Attached as
Exhibit IV are the amended final variables for Tax Year 1997, which were filed on
December 9, 1996.

For more information concerning the regional per acre values for reserve coal
properties consult CSR § 110-1I-1 et seq. or contact the Department of Tax and Revenue
at telephone number (304) 558-3940.

Issued: January 29, 1997 James H. Paige llI
Secretary
Department of Tax and Revenue

Department of Tax and Revenue Operator on Duty 8:30 am - 4:00 pm
Property Tax Division Monday through Friday
P. O. Box 2389 Phone: (304) 558-3940

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



Exhibit 1
Pace 1 of 1
STATE TAX COMMISSIONER OF WEST VIRGINIA
SALES LISTING FORM

West Virginia Code 11-22-6, 11A-3-2 & 11A-3-3 (Amended 3-11-95) CID Revised 7/985
County Taxing District

Tax Map No.(s) Parcel(s)

Tax Map No.(s) Parcel(s)

Assessor Account No.
Grantor's Name
Grantee's Name
Mailing Address

of New Owner
Most Recent Previous Deed Book No. Page No.
Grantor's Source of Title:

{If not by "Prévious Deed” referenced above)
(a) Real Estate (b) Other Valuable Goods/Services: (If Applicable
_Consideration/Value $ $
Lot Size or Acreage Involved:
Estate(s) Transferred:

(Examples: Fee, Surface, Mineral, Coal, etc)
Financing Arrangements Materially Affecting Consideration: Yes / No  (Circle one)
If "Yes" Use Appropriate Word or Phrase to Describe:

Filed By:

Signature
LIENHOLDER INFORMATION (OPTIONAL)

| Check if change of name and/or address

Name: .
Address for Notice:

INTEREST IN PROPERTY:

Surface Owner's Rights Deed Book: Page No.
Fiduciary Interest Relationship to Owner:
Lienholder Trust Deed Book No.: Page No.
Other
ITo be Completed by County Clerk: Sheriff's Use Only
Stamp Fee Paid: Date Received:
Date Reccrded: Effective Dates of Lien:
[New Deed Book No.: Date Entered:
|[New Deed Bock Page No.: |Entered By:
{Date of Transaction: iTax Ticket No.:

RELEASE OF LIEN
COMPLETE THIS SECTION IF YOU ARE RELEASING THIS LIEN:
Date Lien Is Released:
Signature of Lienholder:

COPIES: WHITE - ASSESSOR; CANARY - SHERIFF; PINK- TAX COMMISSIONER; GOLDENROD - PREPARER
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State of West Virginia
GASTON CAPERTON Department of Tax and Revenue JAMES B, PAIGE I

GOVERNOR TAX DIVISION SECRETARY

P. 0. Box 2389 ’

Charleston, WV 25328-2389
November 15, 1996
The Honorable Ken Hechler £ = _
Secretary of State o ~ .
Building 1, Suite 157K . o
Capitol Complex T = B
Charleston, West Virginia 25035 . s
e <,

Dear Mr. Hechler:

On August 16, 1996, the Department of Tax and Revenue filed prefiminary per acre
values for reserve coal properties for use in the 1997 Tax Year. The Department received public
comments (see attached as Attachment B) and based upon these public comments and the
preliminary information, has established Final Reserve Coal Property Rates for Tax Year 1957
as reflected on Attachment A.

The past five to eight years have seen little, if any, activity in the reserve coal market in
Region 2. The Department has therefore used sales occurring in the period 1976 through 1983
that typically reflected a level of approximately $200 per acre in establishing an appraisal rate
for Region 2. For the other four regions the Department generated four measures of Central
Tendency, for 8, 7, 6, and 5 years, placing most emphasis on the median when establishing the
final values (the four measures of central tendency were the median, aggregate [weighted] mean,
aggregate mean weighted by years, and arithmetic average of the annual aggregate means).

I am requesting that this information be filed, in its entirety, in the State Register.

Sincerely,

James aige TI1

Secr fTax Commissioner

Department of Tax and Revenue
JHPOV/jkp

Attachments
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CODE

L

RESERVE COAL SALES VALIDATION REVIEW

County: District:

Deed Book: Page:

Grantor:

Grantee:
SM Reference:
MM Reference:

Deed Sale Price: Total Deed Acres:
1. Date of Transaction: 2. Date of Record:
3. Is the date of transaction or record prior to January 1, 19892 .. ... ... ... ... ... ..... Y N
4. Are tax stamps missing or irregular? . . . .. ... Y N

charitable organization and/or a government agency? . . . . . ... e e e Y N
6. Is this a quitclaim or an unwarranted deed? (Justify furtherreview.) ................... Y N
7. Isthisatax sale? . ... e e Y N
8. Are the parties involved affiliated? ... ... ... ... Y N
9. Is this a straw party or a same-day sale? . .. ... ... ... . .. et Y N
10. Is this sale part of a sale listed in another county? . ......... .. ... ... ... .. ... ., Y N

If yes, which county?
11. Is the coal on the property unmineable? ... ... ... ... ... . 0t Y N
12. Is there consideration other than cash that cannot be quantified in dollars? . .............. Y N

13. Does this involve a land contract or other special financing that is not
quantifiable in doflars? .. ....... .. .. . ... Y N

NOTE: If response to all of the above questions is "N", send questionnaire to both grantor
and grantee and proceed with remainder of review.

14. Send a Questionnaire to:

(a) Grantor: Date Sent: Date Received:
(b) Grantee: Date Sent: Date Received:
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15(a). Grantor Questionnaire Reviewed: Page 2 of 3

Reviewed By:

Date:

15(b). Grantee Questionnaire Reviewed:

Reviewed By:

Date:

16. After reviewing the deed and other reasonably accessible documents, were
the conveyed estates/interest too ambiguous to identify or locate? Y N

Comments: (List Estates Conveyed)

17. Consider the estates conveyed:
a. Does this conveyance involve surface, improvements or non-coal property only? ... ... ... Y N

b. Does surface, improvements, and/or other non-coal appraised value equal
or exceed total sales price? . ... ... ... e e Y N

¢. Does this conveyance involve active property only? ............. .. ... .. ......... Y N

d. Does active coal equal or exceed total sales price? . ............. .. .. Y N
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Reviewed By:

Date:

18. Location and Geology:

The coal property is: producing ____  inactive ___ leased __  permitted _
Districts: Topo Quads:
Source:  Mineral Maps ____ County Reports ____ Published Information __
Per Deed Per T/P Retwrn ____ Other ____
Reviewed by: Date:
Coal Beds and Mineable Acres:
Coal Bed Acres Coal Bed Acres Coal Bed Acres

19. Calculations for Valid Sales Only By: Date:
Estate(s) Interests Acres Total Value Source
Surface
Oil & Gas

Other Minerals

Improvements

Producing Coal

Reserve Coal

Reserve Coal Value Per Acre:
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Ind

N

STATE OF WEST VIRGINIA ™ © =7 . 'L
DEPARTMENT OF TAX AND REVENUE. - .
GASTON CAPERTON Charleston, West Virginia TT o JAMES H. PAIGE I
GOVERNOR SECRETARY

December 9, 1996

The Honorable Ken Hechler

Secretary of State

Building 1, Suite 157K HAND DELIVERED
Capitol Complex :

Charleston, West Virginia 25305

Dear Mr. Secretary:

On November 15, 1996, | filed in the West Virginia Register final per acre values for reserve
coal properties for Use in the 1897 property tax year. These values were based upon the
preliminary per acre values filed on August 16, 1996, and public comments we received conceming
those preliminary values. The value per seam acre of reserve coal in Region 5 was fixed at
$800.00.

Recently, | learned that the data Property Tax Division analyzed to establish the final value
in Region 5§ improperly included a sale that should have been excluded and erroneously excluded
a sale that should have been included.

More specifically, the TY97 Coal Sales Survey filed on August 16, 1996, included as items
12 and 13:

12 Boone County 0205-0262 1994 Greenbrier Land Co. to Raven Resources
1,310.00 AL, 2G 887.00 $432,779 $487.91

13 Boone County 0205-0856 1995 Mason, Eva S., Jack & Carolyn to Boone
East Development Co. 24 UCG, LCG, 2G 26.50 $20,936 $790.04

The TYS97 Coal Sales Survey filed on November 15, 1996, includes as item 11 the foliowing
sale to Raven Resources:

" Boone County 0205-0262 1994 Greenbrier Land Co. to Raven Resources
1,310.00 AL, 2G 887.00 $432,779 $487.91

P. 0. Box 963
Charleston, WV 25324-0963 (304) 558-0211 FAX (304) 558-2324
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The Honorable Ken Hechler P December 9, 1956
Amended Attachment A T Page 2
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L 5 - e
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The Naovember 15th listing does not inciude the following sale to Boone East Development Co.
because public comments and further investtgg;jon by Property Tax Division staff disclosed that
it was a forced purchase rather than an arms-length transaction: -

Boone County 0205-0656 1995 Mason, Eva S., Jack & Carolyn to Beone
East Development Co. 24 UCG, LCG, 2G 26.50 $20,936 $790.04

Unfortunately, the data analyzed for Region 5 erroneously excluded the Boone County sale
to Raven Resources and erroneously included the sale to Boone East Development Co. This
resulted in the several measures of central tendency developed using such data to be overstated,
except for the 8-year median number. This is demonstrated by the following comparison of median
numbers for 5 years, 6 years, 7 years and 8 years data for Region 5:

November 15, 1996 November 27, 1996
8 Years $349.72 $349.72
7 Years $615.02 $463.95
6 Years $790.04 $487.91
5 Years $798.46 $647.39

Analysis of the correct data for Region 5, with greater emphasis being placed on more
recent sales, indicates that the value that best typifies transactions in Region 5 is $600 per seam
acre and not $800 per seam acre as originally filed.

Attached for filing in the West Virginia Register is an "Amended Attachment A" reflecting
correction of the per seam acre value for Region 5. | request that this information be printed in its
entirety in the West Virginia Register.

Sincerely,

James B. Paige Il
{Tax Commissioner

JHP/dws
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"AMENDED ATTACHMENT A"
)
TAX YEAR 1997 (e 3 .- i

Final Reserve Coal Property Rates ,__ _

Region 1. $400 per acre
Region 2. $200 per acre
Region 3. $350 per acre
Region 4. $375 per acre
Region 5. $600 per acre

(Brooke, Harrison, Marion, Marshall, Monongalia, Ohio)

(Berkeley, Cabell, Calhoun, Doddridge, Hampshire,
Hancock, Hardy, Jackson, Jefferson or Kanawha*, Monroe,
Morgan, Pendleton, Pleasants, Pocahontas, Putnam,
Ritchie, Roane, Tyler, Wetzel, Wirt, Wood)

Kanawha County = Poca, Union, Jefferson and part of Big
Sandy and Elk Districts that lie north of the Elk River.

(Barbour, Grant, Mineral, Preston, Randolph, Taylor,
Tucker, Upshur)

(Braxton, Clay, Gilmer, Greenbrier, Lewis, Mason,
Nicholas, Webster)

(Boone, Fayette, Kanawha**, Lincoln, Logan, McDowell,
Mercer, Mingo, Raleigh, Summers, Wayne, Wyoming)

Kanawha County = Washington, Malden, Louden, Cabin Creek
and part of Big Sandy and Elk districts that lie south of
the Elk River.



