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Dear Secretary Ireland:

Attached are final natural resource property valuation variables for the 2009 Tax Year
as developed by the State Tax Department for use in appraising coal, oil, natural gas,
managed timberland and other natural resource properties for ad valorem tax purposes.

In accordance with requirements of §§ 110 CSR 1-1, 1-J, and 1-K, tentative variables

were made available for public comments on June 27, 2008. The final valuation variables are
being filed for inclusion in the State Register.

Sincerely,

(w8

Christopher G. Morris
State Tax Commissioner

CGM/ja:s
Attachment

cc: All County Assessors
State of West Virginia

Property Tax Division
P. 0. Box 2389
Charleston, WV 25328-2389
Phone {304) 558-3940 Fax (304) 558-1843
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COAL CAPITALIZATION RATE

Capitalization Raie Anslvsis and Results

In daveloping & capitalization s for use in valuing speciiic income-produsing properiizs
consideration 15 given o the thres approaches ganerally amployed in estimsting & digcount iz

45 2 matter of praclizality. the

Bands-of -nvestmerd and Summalisn Technigue approaches ae

utized in esteblishing discournt rates for active cosl Daiz for analysis has been derived in accordance
with current Legistative Rule Tz 110, Serizs il

Safe Rate

Risk Rate

Equlty

Cpmposhie Risk Rate

2007
2058
2005

Wole: Debl equity Ratio

Wen Lionidity Rate

Manaoement Rate

50 day Treasury Bills Lt Rals
Jaruary  Desember 2007 4.670%
January Detember 2008 4 BEBG%
January  December 2005 3.210%

Interest difizrential betwean Loan Rate and 90 day Treasury Bills
Loan Raie’ Debt Risk Rate
2007 10 a5% 4 580%
2008 4 96% 5 110%
2005 B 19% 4.980%

*Prime plus 2%

Difierzntial betwean Equity Rates and 50 day Treasury Bils

Eguity Rale™ Enyity Risk Rale
2007 [12.75%/(1-30)4 47 13 T44%
oo0E M3 0%/(1- 304 BS i3 TE1%
2005 [13.0%N4-30)3.2% 15.351%

» \alpe Line investment Survey Analysis

Loan and Equity Rates weighted by industry eelimatet caphal strutiy

Equity Raiz Deb! Pate Compaosite Fisk
B24T% 2.232% 0 479%
B.ZZ3% 2.024% 10.277%
8.217% 1.882% 11.209%

Dobt 40% Equity B0%

Iniesest difereniial betwaen 2 OO day Treasury B and 3 1 year Trazsury
Bl which refiacts o reasonable ime necessary o seii asfive property

v TBI 8pdT Bl Won Lisuidity Rate
January December 2007 43520%  4470% 0.050%
Jaruary December 2008 4 530% 4 B50% 0 DBD%
January Decembzr 2005 3 620% 3.210% D 410%

Charges jor the managemestt of investmeand portiolios.

Fixed Rate (by Rulz) 0.500%

infiation Raje

Capltalization Rate

January December 2007 4 500%
January Decembzr 2003 2500%
January Decembar 2005 3 400%

Sinee the valuafion of active coal propary is predicated on 8 thres ye
production average. the caplitalization e i considersd in 2 simitar

manner,
2007 2008 2005
imflation Rale -4 100% -2 500% -3 400%
Sate Rale 4 470% 4 BED% 3.210%
Compasiie Risk Rate  16.478% 10277% 11.208%
Mon Liguidity Rats 0 DE0% D 0BD% 0 410%
lanzgement Rate 0 500% 0 500% 0.500%
Tow! 11 309% 13.207% 11.929%
Three Yr Average: 12178 Rounted o
FAPTALIZATION RATE « 12.2%
MLILTIPLIERS: % %
YR D B44 BYR 56801
2YR 1785 1DYR 5 836
YR 2535 P1YR 6.235
4YR 3204 12YR 6.501
5YR 2788 13YR 5,738
8YR 4.330 14YR 6.85
TR 4 804 15YR 7138
BYR 5.225




COAL

Royaly Rate Analysis
The deveiopment of royalty

in e speoiiic transaciion The price
from pricing information provided by

purchesss Because 2 lame
of 4he results are published,

raies for the various categorizs of mines and markats involves information eolieciion
and review from a vatisty of sburces  Reszarch dela for coal lnzse rales have
ransactions provided by county 2ssessors. tax auditnrs. produsers, ang by individual lessorsiassees Invotved

c {or mined coal have bean caleulated from data published in "COAL WEEK™,
protucars 25 par of the most recent
trom the WV Public Service Commissicn and U S Energy Information Admintstraiion conceming power plant fusl
portinn of the dats used in this analysts is. by law considered confidential only & summany

been derived irom resorded izese

tax filing, &nd from data obzined

COAL SALE PRICES 2005, 2006 & 2007 FOR TY2009 APPLICATION

RAND SUMMARY AL] SOURCES

GRAND SUMMARY ALL SOURLE>

STEAM STEAM
5POT TERM MET
PsC - §50 50 5§42 B1
Coai Week Publication §52.82 %45 00 547 06 merged w coal oullook in 2003
FERC Data $54.23 47 .28
Aodive Retumn Summary 54572 <84T &68.15 28 6 rm fons
STATE STEAM PRICE $26 58 |Weighied according to the 73£27 from the PSC lons below
STATE MET PRICE £BR .15
STATE STEAM SPOT PRICE $49,25] Fla & PSC. 3 YRAVE
Spal Sales Term Sales Total
PSC Tons reporiad in thousands 2005 4.124 10855 15,080
COAL TY 2000
ROYALTY RATES
5YR YR ™R BYR
S oel) Sus 5D %5 il S #u0
TOTAL RECORDS 24 T4 3R a7 42 128 75 179
SUM of PERCENT 15875 424 43 214.25 554.53 272,75 712 53 45572 SB1.E3
STRAIGHT AVERAGE 5.55 574 87D 572 549 557 607 554
MEDIAN 8.25 650D 8.25 600 £5.00 600 5.00 6.00
WEIGHTED AVERAGE 5 BB 574 B.B7 573 5.64 5370 731 & 31
TENTATIVE RATE SURFACE
TENTATIVE RATE DEEP 5.84
ROYALTY RATE CALCULATIONS
Siesm Cral Deap Mine §48.25 perton X 5. B4% 3 $2.B8 perton
Wistalurgizal Coal Daep Mine 558 15 por ton X 5.54% £1.88 |periton
Steam Cealf Surface Mine 548,25 pet fon X 7O $3.45 |perton
Matahurgicad Coall Suriare Mine 568 15 per ton X 7D01% = $4.78 jperion




Explanation of Reserve Coal Valuation

The RCVM consists of a computer model, which utilizes a database consisting of
coal beds and characteristics, property locations, mine locations, sales, transportation, etc., for
the entire state. An extensive algorithm calculates in-place tonnage, expected time of mining
and present value for all the mineable coal on every property.

There are, therefore, no set “rates” available on reserve coal under the Rule. The
RCVM values on each property will not be available until all data has been entered, after
November 15 of each year. Please refer to the State Register, Legislative Rules, Title 110,
Series 11 for details of the process.



Title 110, Serles 4l
Vajuation of Active and Reserve Coal Properfy for Ad Valorem Properly Tax Purposes

The above Legislative Rule was modifted during fhe 2005 Legislative Session to aflow biannual
revisiting of the geostatistical basis for several valuation faciors used in the Reserve Coal Valuation
Model Prefiminary research has been conducted and the results are a5 ollows:

tharket Interest Factor

This is the relafionship between fransactions (sales, isases. prospects, permit applications,

efc ) and mining s i relates to properiies and localions Trans_Ct is the number of transaciions
counted within the adius.

fadius = 5 miles

If Trans_Ct >= 34 Then TransFactor = 20
1f Trans_(1 < 34 And Trans_Ct >= 14 Then TransFacior = 40
Else TransFactor = 80
Market Mineability Factor
This is the relationship betwaen property Jocation and mining. through time  Delermining feature
is count of mines wilhin the radius
Radius = 5 mil2s
Surface Mines: Smins
Deep Mines: Dmine
Boom Mines: Bmine
Histonc Mines: Ominz
Current Minzs: Cmine
To assige MineFacion
H Crminz > 0 Then MinsFastor = 20
i Cmine = 0 And (Omine > 0 Or Brine > ) Then MinzFacior= 40
Eise MinzFacior = B)
Use Conflict Factor
This is the rejationship between oil & gas well drilling and mining &s # relates 1o
property iocation  Wel density is in wells per square mile
WellDensity < 4 Ther WellFactor = 0
WellDensity >= 4 And WellDensity < 13 Then WellFactor = 20
WellDensity == 13 And WeliDensity < 23 Then WeliFactor = 40
WellDensity > 23 Then WellFactor = 80
Envirenmental Factor
This is the relationship of known environmental hazards and
impediments fo the fikelihood of mining prouming at this location
The rates are complled from maps and represent densities of probiems mapped
Envrate = <=30 and Nufl Then EnvFactor = 0
Envrate »30 and Envrate <= 60 Then EnvFactor = 26

Envrate » 50 and Enviaie <= 100 Then EnvFactor = 40

Envrate » 100 Then EnvFastor = B0



OIL AND GAS PROPERTIES ANALYSIS

Tax Year 2009

September 2, 2008
Christopher G. Morris
Tax Commissioner
Department of Revenue



[OIL AND GAS _| TY 2009

Capitaliration Rate Analysis and Results:

In devaloping a capitaization rate for use in valuing spechic income-produsing propariies sonsidarstion
ig ghven 1o the three anproaches genemally employad in estimaling 2 giscount rle. As a mabier of
praciicality. the Sands-of dnvestment and Summation Technigua approaches 22 wifized in establishing
discount rates for producing ofl and gas properiies. Data for analysis has been derved in aoeordance

wilh currant Leoistative Rule Title 110. Series 1J

Safe Rale { 3-Menth Constant talurity Inleres! Rates }

January December 2007

Risk Rate (interest difierential beiween Loan Rale and 3-Manth Constant Maturity Inierest Rales)
Loan Rate” Rigk Rafe
2007 10.050% 5.578%

Primz phus 2%

Eguity (Differentiat batween Equity Rates and 3-Month Constzn! Maturity Interest Raies)
Fouity Rate® Rishk Raole
2007 [42 D%/(1-. 3704 472% 14.575%

* Valye Ling invesiment Survey Analysis

Comopshe Risk Rate Logn and Eouity Rates weighted by incustry estimated cepital strusiure

e e e

Equity Rate Debt Rate Coimnposits Risk
2007 8 4742% 1.952% R
Nole; Dabl equity Rafio Deti 5% Equity 65%
-+ Efiaciive severance f@x adiustment 085
Non Ligoidity Rate ierest difierential betwaszn 3-mohth Conetant Maturity Intersst Rates and a 1 year Constant

Mafurity Inlerest Rates which reflects 2 razsonable ime necessary to sell active property.
1yr T Bl op dav T Bl
sembet 2007 4.522% 4 472%

B

Mon Liguidity Riale

U

January D

Managemeni Rate Chatyes for the managemant of mvestment porifolios

Fixed Rate (by Rulz) . '0.8D0%

Property Tax Rate Sixty percent (80%) of Slate average Class 1l property tax raie

2007 B50% of 2 17=

inflatlon Rate
January Dezzember 2007




Capimlization Rate Sincs the valuetion of ol and g5 property 1s oredicated on a thres yaar

ol AL AL e e e

production , the capitalization rate will be pconsidered in 2 similar manner

2007 2008 2005

Inflation Rata -4 100% -2.500% <3 400%
Safz Rate & &T2% 4 BAB% 3.213%
Composite Risk Rate 12 028% 12 141% 13.210%
Non Liguidity Rate 0 050% D 0BA% 0 4D5%
Management Rate C.500% 0.500% £ 500%
Properiy Tax Rate 1.302% §.326% 1.344%
Total 14 252% 16.399% 15 273%

50.000% 33.333% 16.857%

7 126% 5 456% 2546% | 15.138%

Capitalization Rete Roundad ta: 15.30% |

MULTIPLIERS FOR 15.1% MID-YEAR LIFE (ANNUALLY)

YEAR YEAR
1 0832100 21 0 035870
2 0 80BBYT7 2z D 048827
3 D.703577 23 0 D4AZRAB
4 0511275 24 D.035705
5 0.531081 25 0031880
=1 0 461400 25 D.0zZ7T05
7 0 40DETE 27 0.024072
8 1. 348285 2B 0020814
a 0 302554 28 0 DiB170
10 0.262808 30 0.015786
11 0.228407 31 D 0137145
12 198442 32 poigs
13 0 172408 33 0.010353
14 0149780 34 0.00BYB4
15 0330138 35 0.007815
16 1 113055 38 {4 005789
17 0.0uB233 a7 0.0R5EEE
18 0 DBS346 38 0.005125
19 0074148 35 0 004452
20 0 0pA4z22 40 0 .003BBB
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bociine Rates for Natural Gas and Ol Formations

Code Central Ce_rii:ral lcentral
o | : ‘ Braxton
iz JAlexander, Benson -0 31 ! -D.20 ! -0.10 Clay
14 Benson -0 4B } 008 é -0.08 Fayette
16 Benson, Balltown -0 45 L -0.16 -0.12 Nicholas
| 47 |Gordon+ 030 507 ' 007 | Webster
18 Big Injun -D.34 : 0,13 0,13 |
18 Big Injun, Big Lime -0.38 -0.13 l D13
22 Big Lims -0.34 -0.54 ; 0.13
25 Ravenliii 0.40 i -0.40 3 -0.25
33 4th Sand 0.42 0.32 § -0.08
B4 50 Fooi .34 -0.26 -0.07
95 |Injun/Veir 051 | -0.28 -D.0g
a5 Maxion 0.70 : -0.27 -0.0B
109 |Trenton/Desper” -0.38 . -0.23 : -0.10 e
| i |
i |
8 Exception (median) -0.38 -0.23 -0.10
10 Non-Filer -0.30 -0.07 -0.07

+ New Formation(s) involved in recent production. Th

daching information is avaiiable,

ese will be valusd with the Exception rates untii




Decline Rates for Natural Gas and Off Formations

Code
Berkeley
1 Oriskany -03 i -0 30 -0 18 Grant
14 jBenson -0 31 ‘ 017 ;B2 Greenbrier
20 |Benson * -0.44 5 -0 20 -0.08 Hampshire
21 |Benson, Fifth 029 | D28 ’ -0.08 Hardy
22 iBrallier + -D 4B ‘ 0.20 -0.05 Jefferson
33 |Elk, Benson 038 021 .08 Mineral
34 |Elk, Benson, Riley - 53 ; 019 -0 05 Monroe
| 35 Eik, Benson, Rigy + -0 36 31 -0.18 -0 11 Morgan
35 {Elk, Benson, Balliown -0 34 -0 18 -0 11 Pendeaiton
37 |Elk, Alexander, Benson -3.50 ' 007 0.07 Pocahontas
38 |Elk, Alexander, Benson + 04D 016 -0.16 Preston
38 |Hunterville -0 31 -0.31 ' 014 Randolph
40 |Fox, Haverty 035 | 021 ' 15 | Summers
g3 l4th Sand 042 ! 032 ! -DOB Tucker
34 |50 Foot -0,34 i 026 | 0,07 T
g5 |injun/\Weir -0.51 -0.2B -0.08 -
95 |Maxion 070 027 D08
g |Exception (median) -0.38 -0.21 -D.0B
10 {Nop-Filer -0.29 .07 -0.05




Becline ?%a‘iée*é i‘@i{;ééaftaéﬁ*éi Gas 'aﬁ%@lﬁ oil Formations

Code
Brooke
11 |cordon 047 | 031 | -0os | Hancock
13 |Alexander, Benson, Riley __ -D.26 : -0 16 l 015 Marshall
15 1Benson, Rbsy 018 ! -0 18 ! -0 08 Ohio
; :
a3 |4th Sand o4 | 03 | 008 Tyler
94 |50 Fool | -034 : -0.28 0.07 Wetzel
i i S
95  |injun/Weir A 0,51 j -0.26 1 -0.08
o5  |Maxion 4 070 027 ' -0.08
] .
9 Exceplion (madian) .42 -0.26 -0,0B
0 |Non-Filr 0.18 0,16 0.06




Deciing Rates for Katural Gas sad Ol FormzHons

Nesrth HNorth Horth
Code Central Centrad Tt
R R T Yearst Rarbour

14 |Gordon -b,41 ] 0.14 042 Doddridge
12 |Adexantsr, Benson 037 : 0,18 | -0.11 Gilmar
11 |Adeeender, Benson, Risy -0.40 -0.78 i -0.05 Hartison
14 |Benson -0,39 : -0.97 L2 Lewis
15 |penson, Rbey .34 : 0,17 i D14 Marion
18 |Big Inm -D.35 i ~0,15 0,13 Nononaziia
71 |Besson, Fith -5.31 : 0.2 i 0,74 Taylor
23 Pl -0.34 i -0.34 | -0.57 Upshur
23 Wsi + -h.28 i -0.28 | £.23 '
33 jEW.Beostn o -D.24 ; -0.18 011
24 |EN Benson, Riey -D.42 ; -0.27 -0 DB
37 gl Alexander, Bensoh -0.48 ) «D.23 -0.D8
55 JEik Aezanger, Banson < -0.38 i -p.20 0,42
&0 |Fox Havery -D.48 : -D.18 ) -0.D&
50 |Rbnesbes: 0,28 : -D.03 i .03
57 JAlgzander, Benson, Balltown .38 0,28 ; -0.0B
58 |Alexander -0.35 : -0.2D ; -0,1p
5y |Almander+ -D.2D i 022 : -0.10

50 |Asmeander Benson, Rieys .38 i -0.35 -0.12

51 jBalown -f,25 ! -0.2D ; 01D

&7  iBaliown, Spesehiey -0.2B i 0,22 ; 5,10

& |pahown, Bpeschiey + -0.30 ; .43 i 0.1

54 |Benson. Ballown. Speechiey -0.28 1 ~0.22 -.D8

§5 _}Benson, Brodfort -0.37 L D20 L DD

55 }B=nson, Saliown .23 . 023 ! -0,11

57 jBanson. Riey - -0.38 t -0.14 ’ w090

58 jBumnson, Speachizy -0.3D H -D.22 P -0, 94

g2 |Brelien, B -D.42 -0.20 : 043

70 Braliier £.4D -0.22 ; 015

71 |Despas/Onongape of Driskany/reiderpers -0.24 i 0,24 ; -0,032

72 |Elk, Alsxander .42 i 0.22 -0.bb

73 |Em Benson + -D.38 i -0.2D -0.12

74 JEN: -D.43 . -0.42 : 0.1

75 | REey D.BG i -D.35 i 017

75 IFez+ 0.4 i -D.}B : -0.0%

77 |Haveny, Ei, Benson (no Alexandar) -D.25 0,18 : W05

78 Haveny -D.45 -0.15 i -0,15

75 |Riley -D.44 ; 0,28 ! 5,90

B |Speechizy -p.30 i 018 ; -D.08

81 |Alexander, Benson, Speachizy -0.38 5 -0.24 -D.4D

Bz |Hmvery, St Alszander .47 i 04 0,14

o5 |EmEn o 0,45 ! 025 -0.22

57 |Bayam Af -D.30 : 0,20 -0.05

BB jFifth -0.28 ! <018 D.12

g2 | -0.25 | 015 : 0,13

o) |Gordonfiniun AT D41 -0.23 ; -D.23

o1 iSguaw w057 -0.31 ; .05

g2 Jinjun* 0,34 0,22 I .27

o3 |4ih Sand 0472 .32 : -0,08

o4 l5p Fopl 0,34 e § .07

o5 |inhm/War -.51 ) -0.28 { 0,09

35 |magos D7D i 027 i -0.08

87 jwathane (vertizal) A2 -0,08 i -0.85

108 [TrentonfDeeper” 0,57 -0.20 i -3,10

5 Esreplion {median) 0,37 0,20 -0,10

50 INoneEter 0.23 -8.03 j 0.3

55 fudethans [Horizonal) .50 ; 0,60 | -0.5D

* Wew Formaiion{s) involvet in recenl praduciion,

These will be valueg with the Exzeplion rales unil dexdine informatizn is pvaiable




Dacline Rates for Hatural Bzs and Oil Formeations

Norgh Horth North
Cone teest West West
Pieasanis

2 |riuron, Rhinesires -0.41 -0.28 \ -0.07 Ritchie
4 luron 042 | 024 s Wood
5  jMurpn, Shale, Above Huron -0.39 : -0.25 i -0.14 |

8 |Berea -0.31 - -0.15 -015
11 |Gordsn -D.38 ' -D.1D f -0.10
12 laesander, Benson (We Risy) -0.34 } -0.23 1 014D
13 jAlmmnder, Benson, Rley £.32 ' .20 540

i i

14_|senson N XL XL I X
44 JRhmesyest Furpn, Shelow Shale 143 ! .28 0,4
£7 |Alszander, Biey. (nb Benson) D41 l -0.05 i -0.05
4B |Pnimesyesl Alsandsr, Berson, Risy -0.31 | 024 a 0,10
A8 lweir, Spusw, 3o injun -0.27 ' -0.97 ; -0.07

50 |Rhinestesl -D.40 ’ -0.27 : .27

51 |miinzsiest « -0.36 i 021 ; .10 :
52 |afl ppoer Devopian {undiv -0.48 ; -0.33 : {118

53 |Huron, Chemung -0.35 -D.11 . =0.08

44 lvuron, Hampshite, Porono D2 -0.12 ' -0.11

55 JUpper Devonian {sbove Huron) -D.45 -0.33 i 0,23 i
55  jChemung Sands=R§y,Bmdlord.Beﬂlawn,S;:eem&Ev&\’VBrranfno Bansph bor Alexander) 1 -D.2B ' -0.18 : -0.10 B

£3 riuron OF -0.74 ] -0.44 -0.40

g3 jath Sand -D.42 1 -0,32 0.08

i

b4 )50 Fool L T 0,07

85 |imnifel -D.5% ‘ -D.26 -0.08

85 iaxion -G.70 f -0.27 ‘ -0.08
109 |[Trenton/Desper .30 | 0,24 ; 0.0 2

B jExseplion (medizn) -0.38 -0.24 010

1D Won-FEer -0.12 -0.05 -0.05

ohan Taies unth deziing information iz avalable

< Wpw Farmnalion|s) owolverd in

Tecen! producdion. Thase wit be vizhied with ine Exce




Annual Production Rate Chan

ges for Natural Gas and ©il Formations

Code South South South
o Year 1. Year2 . Year 3+ wmcDowell
__,,_B_m- Berea -0.34 -0.15 0,15 Mercer
s l@ig Lime -0.31 -0.18 -0.07 Raleigh
oz |Big Lime, Maodon -0.31 -8 -0.07 Wyoming
24 |Big Lime, Ravenchf -0.28 -0.29 -D.17
25 |Berez + -0.37 -0.12 -0.08
25 |Ravenchi 0,40 -D.D8 -0.07
2B [Wileir -0.44 -0.20 -D.30
»3  Wair+ -D.28 -0.21 D08
zp  IWaei, Big ldme -0.37 -0.19 0,13
25 MExion, Ravenclifi -0.40 -0.08 -0.07
| 93 |ath Sand -0.42 -0.32 -D.0B
a4 |50 Fool -0.24 -0.28 -0.07
g5 l_rf_&l@'\’eir -0.51 -0.26 -0.08
Bs  |WMaxion 027 -0.13 -0.08
97 Imisthans {Veriical +0.03 +0.10 -0.05
o |Exception (median) -0.35 -D.18 -0.08
10 |Non-Filer -b.23 -D.0B -£.05
g histhang {Horizoniz) -0.50 -0.60 -0.50




Becline Rates for Hatural Gas and a1}

Formations

South South - South
Code Central Central Central
Boone
i
i
3 HDevonian Shale -0.23 ; -0.08 i -0.05 Kanawha
4 jHuron -0.31 -0,15 | -0.04
B__|Berea 0.23 044 1 008
i
18 |Big Injun -D.29 0.25 ‘ -D.12
i ;
27  |Huron, Shales above Huron -0.21 i -0.08 i -£.05
; |
oz fweir 030 1 D21 i D14
!
g hweis + 031 ! 025 | D09
i ]
34 |Devonian Shales + 027 . D071 -DOB
|
g5 IBig injun-Ofi -0.18 i -0, 18 ! -0.10
!
a3 |4th Sand -D.42 I 032 i -0.08
i $
84 150 Foot .34 025 i 007
[
i
o5 jinjun/Weir -0.51 -0.26 : 0.08
i
55 |Maxon .70 -0.27 . .D.0B
!
109 |Tranton/Despel” 0,30 021 : -0.0B
o |Excephon (median} ~0.30 -0.21 -0.08
10 [Mon-Fier .18 -0.07 -0.04

* Naw Formation|

dasline information is available

3) involved in recant production  Thesz will be valued with the Excaplion rates until




| Béa&iﬁe Rates for Hatura

1 as and Oil Fermation:

Sourth South South
Code West West West
y Cabell
T !
3 |Desvonian Shale -0.3% j 015 i -0.04 Lincoln
8 |Bera 0,36 .19 : -0.11 Logan
i |Big Injun -D.38 -0.22 -0.04 Mingo
¥ |Big Lime 0,18 .19 E .18 Wayne
i } AR
- i
4%  |[Borsa, Big Lime D.1B -D.1B -0.18
g3 t4th Sand .42 ;E -D.32 ; .08
;
94 150 Foot -D.34 0,26 E -0.07
: :
o5 |injuniieir -0.51 -0.26 .D.0a
I
95 |Madion -0.70 .27 -0.0B
108 |Trenton/Deepat” -0.36 i 0,22 -0.0B
i
g |Exception (median) .36 D22 -D.0B
10 iNen-Filzr -0.18 -D.11 0.04

* New Eomation(s) involved in receni protuction

desiing information is available.

These will be valusd with the Exception rates until




Deciine Rates for Hatural Gas and Gil Formations
West West | West
Code Central | Central Central
:1 Calhoun
2 |Huron, Rhinestreet -(3.49 0. 11 -0 06 Roane
4 jHuron -0,33 -0.22 -0.14 Wirt
27 |Huron, Shales above Huron 3,42 : 0.23 -0.12
44 |Rhinestrest, Huron, Shallow Shale -0.51 ' 0.14 0,11
i
45 1Devonian Shale, Porono -0.25 ; -0.17 -0.12
46 |Pocono -0.29 i -0.25 -D.12
B4 IBig injun - Oil -D.41 ' -0.41 -0.11
|
g3 |4th Sand -0.42 ! -0.32 -0.08
84 |50 Foot 034 | -0.26 -0.07
85 |injun/Weir 051 1 026 -0.08
96 iMaxion -0.70 -0.27 -D.0B
109 |Trenton/Deeper* -0.42 -(.25 0.11
g |Exception (median) -0.42 -0.25 0.11
10 |Non-Filer 025 | 01 | 0.06

* New Formation(s)

involved in recent production. These will be valued with the Exceplion
rates until decline information is available.




Docline Rates for Hatural Gas and Ol Formations

_E_ocse West West West
Jackson
i |Onskany -0.40 | -0.40 -(.29 flason
i
2 {Huron, Rhinestreet =013 E -0.12 ; -0.03 Putnam
3 {Deavonian Shals -0.31 : -0.15 -0.04 |
4 |Huren 0.29 : -0.14 -0.05
5 iHuron, Shale, Above Huron -0.38 -0.15 | -0.06
& |Huron, Berea -0.28 : -0.0B i -0.D8 l{"r,_.
7 {Bersa, Devonian Shales -0.08 i -0.0B 5 -0.D8 |
B |Berea .36 ' 016 016
§3 j4th Sand 0.42 f -3.32 | -0.08
g :
o4 |50 Foot 0.34 | 026 | 007
|
g5 {Injun/Weir -0.51 ; -0.26 -0.08
i .
95  IMaxion -0.70 . -0.27 | -0.08
109 _|Trentor/Deeper* 035 i D16 | -008
8 |Exception (median) -0.35 -0.16 -0.08
10 {Non-Filer -0.08 -0.08 -0.03

+ Naw Formation(s) involved in recent production. These will be valued with the
Exception rates until decline information is avaiiable.




Decline Rates for Natural @as and Ol Formations

Cote West West West
3 Jackson
1 |Oriskany 040 | 040 029 Mason
2 {Huron, Rhinestreet -0.13 ? -0.12 3 -0.03 Putnam
3 [Desvonian Shale -D.31 : -0.15 .04 |
§ |
4 jHuron -0.28 r -0.14 -0.05
5 |Huron, Shals, Above Huron -0.38 ' -0.15 ; -0.08
5 _|Huron, Berea 0.29 0.08 I -0.08 SEE
7 Berea Devonian Shales -D.0B 1 -0.08 -0.08 |
B8 |Berea -0.38 -0.16 ; -0.16
g3 |J4th Sand -0.42 | -0.32 ¢ D08
o4 |50 Foot -0.34 | 0.2 -0.07
; .
g5 |injun/\Weair -0.57 | -0.26 j 0.08
95 |Maxion 070 | 027 | o8
108 |Trenton/Deeper* 035 | D16 | -D.0B
; i
9 |Exception (median) -0.35 -0.16 -0.08
10 [Non-Fiter -0.0B -0,08 -0.03

+ Naw Formation(s) involvad in recent production. These will be valued with the
Exception rates until decline information is availabie.




Industry Operating Expense Survey and Results

This component was determined through a review of responses to a survey distributed
by the State Tax Department to producers of all oil and natural gas wells producing in West
Virginia and through use of other market data. The survey requested working costs for the
2004 calendar year producing wells.

GAS
- % Working Interest Expenses
for Typical Producing Well = 30%
- Maximum Operating Expenses = $5,000
- Coal Bed Methane, Vertical Wells
Expenses = $9,000

OLL

- % Working Interest Expenses

for Typical Producing Well = 35%
- Maximum Operating Expenses = $5,750
- Maximum Enhanced Operating

Expenses = $9,000

Minimum Working Interest Appraisal = $500 per well

Flat Rate Royalty Multiplier = 5.75

Home Use Only Wells: Appraised at $500 per well
Industrial Use Only Wells:* MCF usage X § 6.39/MCF
BBL usage X $72.32/BBL

*(Also includes Department of Environmental Protection reported wells.)

Non-Filer Valuations




Working Interest = 150% of previous year’s appraisal
Royalty Interest = 90% of previous year’s appraisal
Valuation

The previously discussed variables are used to establish a future income
stream converted to present worth through application of a capitalization rate. The
sum of the discounted future net income per year represents a reasonable estimate of
market value.

Lease Rate/Term Survey and Results

The non-producing property value for each county is determined by
multiplying the average delay rental by a factor, which represents the average lease
term under present economic conditions.

As a result of higher lease terms being inversely proportional to the value of
oil and gas (thus counties with little leasing or production activities reflect inflated
values) and with the volatile nature of county activity, necessary adjustments in the
review have been made.

A compilation of lease terms produced a statewide average of 5 years. This
term (5 years) was applied to 2ll county lease rates and compared to the appraisal
rates derived from calculations using individual county data. The two resulting
calcnlations were reviewed and considered in the assignment of an appraisal rate per
acre.

The appraisal rate/acre amounts shown on the next page are preliminary
figures, which may change if additional lease data is received. These rates have been
applied to all county magisterial districts with either producing wells, lease activity
within the past 5 years or both. Tax districts void of activity within the past 5 years
have been assigned the minimum value per acre.



OIL & GAS RESERVE RATES FOR TY 2008

COUNTY

DISTRICT #

TY2007 SIAC

BARBOUR

1

$15.00

§$15.00

$15.00

§15.00

$15.00

$1.08

$15.0D

§15.00

o lm |~ (o i [ Wi

$15.00

-
(=]

515,00

py
—

$15.00

BERKELEY

$1.00

$1.00

51.00

$1.00

§$1.00

51.00

$1.00

oy i~f |o1 jen (& | (R -

$1.00

BODNE

$15.00

$1.00

£1.00

$15.00

§15.00

$15.00

$1.00

$15.00

W joe |~1 jo jun (b (w0 By g

§1.00

BRAXTON

$15,00

$1.00

$1.00

$1.00

§15.00

$15.00

$15.00

o i~ i it B [ R jes

$4.00

BROOKE

$1.0C

§1.00

$15.0D

$15.00

$1.00

$1.00

$1.00

o |~ e i i (W e

$1.00




OIL & GAS RESERVE RATES FOR TY 2009

COUNTY

DISTRICT #

TY2007 HIAC

CABELL

1

515.00

$1.00

$15.00

$15.00

$1.00

§1.00

$1.00

$15.00

w jm |~ i3 |l s jw |

$1.00

—
[=]

$45.00

CALHOUN

515,00

$1.00

$15.00

15,00

$15.00

Es I 23 T - LU 1V T

$15.00

CLAY

§15.00

$1.00

$15.00

515,00

$15.00

@ (ot Ih W i

£15.00

DODDRIDGE

520.00

$20.00

$20.00

$20.00

$20.00

$20.00

$20.00

$20,00

1o |te |~ o {on (B G R -3

$20.00

FAYETTE

10

$10.00

$10.00

$10.00

$1.00

$10.00

$1.00

$1.00

$1.00

o jm |~ B i (W iR

$1.00

ey
o

$1.08

pry
-

$1.00

pury
e

$1.00

-
w

$1.00




OiL & GAS RESERVE RATES FOR TY 2008

COUNTY

CO#

DISTRICT #

TY2007 SIAC

GILMER

1%

$20.00

§20.00

§20.00

$20.00

$1.08

o (U i e (W

$20.00

GRANT

$1.00

$1.00

$15.00

$1.00

[ E - LIV I L

$15.00

GREENBRIER

13

51.60

$1.00

$5.00

$5.00

$£1.08

$5.00

$£5.00

$5.00

w e~ jm o (8 W N

§5.00

ury
<

$1.00

it
ey

$5.00

—
3

§1.00

==
[

$1.0D

—_
F -

$1.00

-
o

$1.00

u—ry
<4}

£1.00

-
~5

$1.00

-
oF

$5.,00

HAMPSHIRE

4

$1.00

§3.00

$1.00

$1.00

$10,00

$1.00

$1.00

$1.,00

O jor i~ | ln b o jR (-

$10.00

-
=]

$1.0D

HANCODCK

15

$15.00

$1.00

$15.00

$15.00

$1.0C

[ TS 49 TS S-S | FURNS F -\ P

$1.00




OIL & GAS RESERVE RATES FOR TY 2009

COUNTY Co+ DISTRICT # TY2087 S/AC

HARDY 18 $1.00

$10.00

$10.00

s lwr o |-

§$10.00

$1.0D

U

& $1.00

HARRISON 17 $15.08

§1.00

$1.00

$1.00

$15.00

51.00

$15.00

$1.00

W o low [~ {0 jtn |8 f N e

$15.00

$15.00

e

$15.00

ry
-

$15.00

-
N

§1.00

—
Lo

$15.0D

-
EN

$15.00

e
n

$1.00

m

$1.00

-
-l

$15.00

pury
o

$1.00

-
w

$15.00

g
L)

$1.00

13V
oy

JACKSON 3B $15.00

515,00

$1.00

$15.00

$16.00

$15.00

=~ |ov Gur {02 RS |-

$15.00

JEFFERSON 18 §1.00

$1.00

$1.0C

$1.00

$1.00

$1.00

§£1.00

$1.00

w o i~ jor jun | (0 v

$1.00

$1.00

s
o




OIL & GAS RESERVE RATES FOR TY 2009

COUNTY co DISTRICT & TY2007 SIAC
KANAWHA 20 1 £20.00
2 52D.00
3 $20.00
4 $1.00
S $1.00
7] $1.00
7 $1.00
B $1.00
5 §1.60
10 $1.00
i1 §1.00
12 $1.00
13 %1.00
14 $1.60
15 $20.00
16 $20.00
17 $1.00
18 $1.00
18 $20.00
20 $1.00
21 $1.00
22 $1.00
23 $20.00
24 $20.00
25 520.00
26 $1.00
27 $1.00
28 $20.00
28 $1.00
36 $1.00
39 $1.00
LEWIS 23 1 $15.00
2 $15.00
3 $15.00
4 $15.00
5 $1.00
B $15.00
7 $1.00
B $1.00
9 $15.00
LINCOLN 22 1 $15.00
2 $£15.00
3 $1.00
4 $156.00
5 $15.0D
6 $15.00
7 $15.00
B $15.00
9 $15.80
10 $1.00




OIL & GAS RESERVE RATES FOR TY 2009

COUNTY co DISTRICT s TY2007 $/AC
L.OGAN 23 1 $15.00
2 515.00
3 $15.00
4 515.00
5 $1.00
& $1.00
7 $15.00
B $15.00
] $1.00
MARION 24 1 £20.00
I ) 2 520,00
T 3 $1.00
4 $1.00
5 $20.00
& $1.00
7 $1.60
8 51.00
9 520,00
16 $1.00
11 $20.00
12 $20.00
13 $1.00
14 $1.0D
15 $1.00
16 520.00
17 £1.00
1B $20.00
18 $20.00
20 51.00
MARSHALL 25 1 51,80
2 $1.00
3 $15.00
4 $15.00
5 $15.00
6 $1.00
7 $15.00
8 $1.00
g 545.00
10 54.00
11 51.00
12 $15.08
13 $1.00
14 $15.00
15 515.00
16 $1.00




OIL & GAS RESERVE RATES FOR TY 2009 E

COUNTY co# | PISTRICT# TY2007 SIAC

MASON 2 1 $15.00

2 $15,00

3 $15.00

4 $15.00

5 $15.00

5 $15.00

7 $1.00

8 51.00

5 $1.00

10 §15.00

1 §1.00

12 $1.00

T 13 $1.00

14 $15.00

i5 $15.00

16 §15.00

MC DOWELL 27 1 $45.00

2 $15.00

3 515.00

4 $15.00

5 $1.00

8 §15.00

7 §1.00

B §1.00

] 51.00

10 $1.00

11 515.00

12 $1.00

13 $15.00

14 $1,00

15 5100

18 $1.00

MERGER 28 1 $1.00

2 $10.00

3 $1.00

4 $1.00

5 $10,00

5 $10.00

7 $1.00

8 $1.00

9 510.00

1 §1.00

1 $10.00




OIL & GAS RESERVE RATES FOR TY 2009

COUNTY CO# DISTRICT # TY2007 SIAC
WMINERAL 25 1 $15.00
2 $15.00
3 §1.00
4 $15.00
5 $1.00
B $15.08
7 $4.00
- $15.00
9 $1,00
i $1.60
11 $1.0D
o WMINGO i0 1 51500
2 $1.00
3 $15.00
4 $15.00
5 $15.00
=] $15.00
7 $15.00
B $1.00
8 $15.00
hi% $15.08
11 $15.00
12 $1.00
MONONGALIA 31 1 §35.00
2 $1.00
3 $15.00
4 $15.00
5 $15.00
2] $1.00
7 $15.00
B $15.00
9 51,00
1t $1,00
11 §$1.00
12 $1.00
13 $1.00
14 $1.00
15 $1.00
16 51.00
17 $1.00
1B §$15.00
18 $15.00




OIL & GAS RESERVE RATES FOR TY 2008

COUNTY

co

DISTRICT #

TY2D87 SIAC

MONROE

32

1

$1.00

£1.00

§5.00

$1.00

$1.0D

$1.00

$1.00

$1.00

W |m |~ | o i (e i

$1.00

MORGAN

33

$1.00

N e

$1.00

[

51.00

$5.00

$1.00

§1.00

§1.00

LB R B R E O E

$1.00

NICHOLAS

34

$1.00

$20.00

§20.00

£20.00

$1.00

§1.00

520.00

$1.00

w |te |~3 j@ jonr B i [P je

$20.00

OHID

35

$1.00

$1.00

$10.00

$1.00

$1.00

$10.60

§$1.00

§1.00

0 j0r i~ i it [P W (R iex

§1.00

=y
L=]

$1.00

PENDLETON

36

$1.00

$15.00

$1.00

$1.00

§$1.00

$1.00

~ I Jtr | N e

$15.00




OIL & GAS RESERVE RATES FOR TY 2008

COUNTY COw DISTRICT # TYZ2007 SIAC
PLEASANTS 37 1 §1.00
2 $15.00
3 $15.00
4 $15.00
5 $15.00
B $1.00
7 §15.00
B $15.00
POCAHONTAS 38 1 §£1.00
2 $1.00
3 $1.00
4 510.00
3 51.00
& $1.00
7 51.00
B 51.0D
PRESTON 38 1 $15.00
2 $15.00
3 $15.00
4 $156.00
5 $15.00
B £1.0D
7 $1.00
B $15.00
8 $1.00
16 $15.00
11 §1.00
12 5100
13 $1.00
14 $1.00
15 $1.00
16 $1.00
17 $1.00
18 $1.00
18 $£1.00
20 $1.0D
PUTNAM 4] 1 $20.00
2 $20.00
3 $20.00
4 $20.00
5 $1.00
& $1.00
7 $1.00
B8 $£20.00
g $1.00
10 §26.00
11 $20.00
12 $20.00
13 $1.00




OlL & GAS RESERVE RATES FOR TY 2008

COUNTY

DISTRICT #

TY2007 $IAC

RALEIGH

1

$15.00

$15.00

51.00

$1.00

§15.00

$1.00

$15.00

$15.00

w e |~ @ jn (s (e R

$15.00

it
i=]

§1.00

—h
urs

£15.00

i
R

$15.00

RANDOLPH

42

$15.00

$15.00

$1.00

$15.00

$1.00

$1.00

$1.00

$1.00

W ojoe i~ (g |t ib [ GF N (e

$15.0D

—
L=}

$15.0D

-
i

$15.00

e
3]

$15.00

i
(14

$1.00

-
S

§1.00

-
in

$1.00

=3
o

$15.00

-t
r)

$156.00

=
=

$1.00

RITCHIE

43

$20.00

$1.00

§20.00

§1.00

$20.00

$1,00

$20.00

$1.00

W o i P (e (B | (R e

$1.00

-
o

§£20.00




OlL & GAS RESERVE RATES FOR TY 2009

COUNTY

DISTRICT #

TY2007 SIAC

ROANE

$£13.00

$15.00

$18.00

$15.00

$15.00

£15.00

515.00

§1.00

0 {9 |~ jen ;v s (W N =

$15.00

SUMMERS

45

$10.00

$1.00

3100

$1.00

$10.00

$10.00

=3 O jus 4 [ N |

$£1.00

TAYLOR

48

51.00

$1.00

$15.00

$15.00

$15.00

$15.00

=~ |m o |8 jw (b

$15.00

TUCKER

47

$10.00

$10.00

$1.0D

$1.00

$10.00

§$1.00

$1.00

$1.00

Wi i~ W B (N e

$10.00

pury
o«

$1.00

e
i

$10.00

-
L

51.00




OlL & GAS RESERVE RATES FOR TY 2009

COUNTY

co

DISTRICT #

Y2007 SIAC

TYLER

48

§20.00

$2.00

$1.00

£20.00

$20.00

m oA W N

£20.00

i

$1.00

o

$1.00

$1.00

$20.00

UPSHUR

48

515.00

515,00

$1.00

$15.00

$15.00

$15,00

~ (o b jl e

$15.00

WAYNE

50

$15.00

§15.00

$15.00

$1.00

$1.00

51.00

$1.00

$15.00

W oloy |~ jur jh (e (N s

$15.00

o

315.00

ry
—

$1.00

—
h

$15.00

WEBSTER

51

$1.00

§1.00

$1.00

$1.00

$15.00

$15.00

=~ | I | i TN e

$1.00




OlL & GAS RESERVE RATES FOR TY 2009

COUNTY

CO 7

DISTRICT #

TY2007 S/AC

WETZEL

52

1

$15.00

$15.00

$15.00

$15.00

$15.00

$1.00

$1.00

$15.00

W |t |~ O Jtn PR | iDD

£1.00

—
o

$1.00

=y
ey

$1.00

-
n

$15,00

-t
[}

$1.00

WIRT

53

$20,00

£20.00

$20.00

$1.00

$20.00

$20.00

520,08

- X 14 T I - N £ PUNE S I P

$20.00

WoDD

$20.00

$20.00

$£20.00

$20.00

$1.00

$20.00

£20.00

§£20.0D

@t i~ | (8 e (N fe

$20.00

-
o

$1.00

—
-y

$20.00

Y
N

$20.00

-
(]

$1.00

-
E-

$1.00

WYDMING

35

§15.00

$15.00

$15.00

$15.00

$15.00

$15.00

§$15.00

$1.00

o i0r i~ R |t TP {0 ik (e

$15.00

it
[ =]

$15.00




MANAGED TIMBER
PROPERTY ANALYSIS

Tax Year 2009

September 2, 2008
Christopher G. Morris
Tax Commissioner
Department of Revenue



MANAGED TIMBERLAND APPRAISAL RATES
TAX YEAR 2009

{based on market 2003-2007)
Final Rates Per Acre

Class |l Parcels

Grade 1 Grade 2 Grade 3
Region 1 $310 $195 $50
Region 2 $255 $160 $55
Region 3 $380 $240 $55
Region 4 $280 $175 $50
Region 5 $255 $155 $50
Class i)V Parcels
Grade 1 Grade 2 Grade 3
Region 1 $2B80 $175 $75
Region 2 $230 $150 $75
Region 3 $340 $215 $75
Region 4 $250 $155 $75
Region 5 $230 $150 $75
Region 1 = Brooke, Cabell, Hancock, Jackson, Marshall, Mason, Ohio, Pleasants,
Putnam, Tyler, Wetzel, and Wood Counties
Region 2 = Braxton, Cathoun, Clay, Doddridge, Giimer, Harrison, Lewis, Marion, Monongalia,
Ritchie, Roane, Taylor, and Wirt Counfies
Region 3 = Barbour, Greenbrier, Monroz, Nicholas, Pendleton, Pocahontas, Preston,
Randolph, Tucker, Upshur, and Webster Counties
Region 4 = Berkeley, Grant, Hampshire, Hardy, Jefferson, Mineral and Morgan Counties
Region § = Boone, Fayette, Kanawha, Lincoln, Logan, McDowell, Mercer, Mingo

Raleigh, Summers, Wayne, and Wyormning Counties

Harvest Volumes per Acre
Harvest Interval

Grades 35 yrs. 45 yrs. 55 yrs. B0 yrs. Total
1 - Site Index 75 or more 46 cords _— 2 6 cords {3.3 cords 10.5 cords
1.5 Mbf - 4.4 Mbf |86 Mbf 14.5 Mbf
2 - Site Index 65 - 75 3.3 cords - 7.0 cords [4.6 cords 14 8 cords
1.0 Mbf - 3.2 Mbf [6.5 Mbf 9.7 Mbf
3 - Site Index less than 65 - 3.1 cords - 15 4 cords 18.5 cords
- 0.8 Mbf - 3.7 Mbf 4.5 Mbf




Managed Timberland Statistics

A Safe Rafe of Return (5 Year T-Bill Rate)

Year Rate WIA % WIA Rate

2007 4 4300 3333% 14787

2008 47450 26 B7% 1.2653

2005 4.0458 20.00% 0 B0B2

2004 34200 13.33% D 4572

2003 2 96R3 6 67% 0.157% 4 206 IR

B. Nonliguidity Rate
{12 Monlh T-Bills vs. 3 Month T-Bills)

Year Rate WIA % WIA Rale

2007 0.0500 33.33% 0 0167

2008 0 .DB45 28 67% D D225

2005 04050 20.00% 0 0B10

2004 D 4820 13.33% 0 D856

2003 0.2142 5EB7% 0.0143 0.200 %o

C. Risk Rate (30 yr T-bilis vs 5 yr T-bills}*

Year Rate WIA % WIA Rate

2007 0 4084 20.60% 0.0817

2008 08070 20.00% 0.1214

2005 0 500D 20.00% 0 1200

2004 16180 20.00% 0 3238

2003 1 9B82 20 00% 0.3878 1.045 %
0. Management Factor 0.500 %

E. Property Tax Component
{50% of Class I Rale}

Year Rate WIA % WIA Rate

2007 0.708 33.33% {.2360

2008 0728 25 67% D .1836

2005 0738 20 00% 04476

2004 0.744 13 33% D.0BB2

2003 0.744 B B7% D.0406 0.728 %

[

F. inflation Rate:
{Bureau of Labor Statistics)

Year Rate WIA % W/A Rate

2007 4 1D0 20.00% 0.8200

20086 2.500 20.00% 0 5000

2005 3400 20.00% 0 6800

2004 3.300 20.00% 0 660D

2003 1.800 20 00% D.3B0D {3.040) %
TOTAL REQUIRED RATE OF RETURN (REAL) 3.837 %
LESS: PROPERTY TAX COMPONENT {0.726)
TOTAL DISCOUNT COMPONENT 281t %

* 30 yr T-bilis 2003- 2005 not available, 20 yr. 7-bill data used. 2006 and 2007, 30 yr. T-bill data available




Stumpage Prices:

Sawtlmber Pulpwood
Stumpsge Price Adjustment Fagior 0.20% -0 95%
1.0724 10041 1 1162 11733
SAWTIMBER Current SIMBF &l ags SMiBF st age  S/MBF atage  S/MBF al age
Region SIMBF 35 45 55 80
Region 1 257.00 27582 28118 2B6.86 30185
Region 2 218 2% 234 D% 23B74 243 55 256.03
Region 3 305.58 328 89 33553 34230 359 83
Region 4 238.56 2583 B0 258.82 2684 15 277 68
Region 5 217 85 23374 23846 243.27 25573
07135 06479 0 5BE3 D 4622
PULPWOCOD: Sicd al age Sicd ot age Sied at age S/cd at age
Region $iCord 35 45 55 80
Region 1 758 541 4.91 448 350
Region 2 797 569 516 468 368
Region 3 B B3 473 430 380 307
Region 4 706 5.04 4 57 415 328
Region 5 763 544 4 84 449 353
2007 Management Costs:
Region Sfacre (1)
1 315
2 315
3 315
4 315
5] 315
State
Tax Rates:
Efiective Federat Income Tax Rate 35.00%
Effective WV State Income Tax Rate (6 5% * (1- 35)) 4.23%
Efiactive WV Severance Tax Rate  (4.0% " {1-.35) _2_@,___‘_2':{2
Yield (Volumes) (80 year rotafion)
Timberiand
Productivity Grades Site ndex Yieid - MBF Yield - Cords
Grade ! 75 or more 14.5 10.5
Grade i 6574 97 14.9
Gradie Il less than &5 4.5 18.5




Managed Timberland Statistics

timati require
A.  Safe Rate of Return (5 Year T-Bill Rate)

Year Rate WA % WIA Rate

2007 4 4300 33.33% 14767

2006 4 7450 28 67% 1.2653

2005 4 0458 20.00% 08082

2004 34290 13.33% D 4572

2803 2.8683 6.67% 01875 4.208 %

B. Nonliguidity Rate
{12 Month T-Bills vs 3 Month T-Bilis)

Year Rate WIA % WIA Rate

2007 0 0500 33.33% 001867

2006 0 0B45 26.687% 0.0225

2005 0 4050 20.00% 0.0810

2004 04820 13 33% G.0B56

2003 02142 5 67% 0.0143 0,200 LA

¢ RiskRate (30 yr T-bills vs 5 yr T-biils)*

Year Rate WIA % WIA Raie

2007 0 4082 20 00%, 0 0B18

2008 06070 20.00% 0. 1214

2005 0.5000 20.00% D 1200

2004 16180 20 00% 0.3236

2003 15882 20 00% 0.,3978 1.045 %
. Management Factor 0.500 %

E  Property Tax Component
(60% of Class il & IV Biended Rate)

Year Rate WIA % WIA Rate

2007 1.302 33.33% 0 4340

2006 1326 2B67% 0.3536

2005 1.344 20.00% {.2688

2004 1.358 13.33% 01808

2003 1350 8 67% 0.0800 1.327 %

F. Inflation Rate:
{Bureau of Labor Stalistics)

Year Rate WIA % W/A Rate

2007 4100 20 D0% 0.8200

2006 2. 500 20 00% 0.5000

2005 3400 20.00% D 6800

2004 3 300 20.00% G 6600

2003 1 900 20 00% “__[3.380{) {3.040) %
TOTAL REQUIRED RATE OF RETURN (REAL} 4.238 %
LESS: PROPERTY TAX COMPONENT {1.327)
TOTAL DISCOUNT COMPONENT 2911 %

* 30 yr T-bills 2003- 2005 not available, 20 yr. T-bill data used. 2006 and 2007, 30 yr, T-hill data avallable




2007 Stumpage Prices:

Sawfimber Puipwood
Stumpage Price Adjustment Faclor 0.20% -0.85%
10724 1.0941 1 1182 11733
SAWTIMBER Currant S/MBF at aga SAVBF alage  $AVEF atage  S/AMBF ot ape
Region SIMBF 35 45 55 20
Repgion 1 257.00 27582 28118 285 86 301.55
Region 2 218.21 234 M1 23R 74 243 58 258 03
Region 3 30668 328 B9 335.53 342 30 358.83
Ragion 4 23666 253 B0 25B.82 254 15 27768
Region § 217 .96 23374 238 46 243 27 255.73
07135 06478 0 5883 04822
PULPWOOD; Slcd a1 age Sicd al age Sicd at age Sled al age
Region $/Cord 35 45 55 80
Reglon 1 7 58 541 404 4 45 250
Region 2 7.897 5689 516 4.69 368
Ragion 3 6453 473 4.30 350 307
Region 4 706 504 4.57 415 3286
Region 5 783 544 484 448 3.53
2005 Management Costs:
Region Stacre (1)
9 315
2 315
3 315
4 315
5 315
State
Tax Rates:
Efiective Federal Income Tax Rale 35.00%
Effective WV State income Tax Rate {6 5% ¥ {1-35)) 4.23%
Efective WV Severance Tax Rate  [4.0% " (1-.35) 2.50%
Yield (Volumes) (80 year rotation)
Timberand
Productivity Grades Site Index Yigld - MBF Yigld - Cords
Grade | 75 or more 14.5 10.5
Grade Il B5-74 87 14.8
Grade il less than 65 4.5 185




REGION 1 - Sawiimber

Year Volurne SIMBF WIA% SaBrF
2007 28,6583 B3 24891 33 33% £3.30
2005 33.592.38 243 44 28 67% 54 82
2005 27.014 00 285.32 20 00% 57.26
2004 3%,149.31 26678 1333% 35 57
2003 64,675,658 238723 B.67% 15.85
185,025.22 257.00
RESION 1 - Pulpwod *
Year Volume SICORD VWA SICORD
2D07 745 60 281 40 DO% 112
2008 14,814 BD 1310 26 67% 348
2005 825 90 B 1ib 20 00% 162
2004 1.8930 .00 10.07 1333% 124
2003 0.00 0.00 0.00% 0.00
18.416.30 7.5B

'REGION 2 - Sawtimber

Year Volume SIMBF WIA% SBE
2007 118,327 50 213.26 3333% 71.09
2DD5 B9,B53.24 21973 26.67% 58 50
2005 138,585 0D 204 §2 20.00% 40 .82
2004 T8.012.63 246 .87 13.33% 32.83
2003 E3,15B.01 g20.12 6.67% 14.67
507.854.38 218.21
REGION 2 - Pulpwobid
Year Volums SICORD WA SICORD
2D07 B,626.70 544 33.33% 1.81
2006 17,557 00 1187 26.67% 347
2005 41667 70 9.06 20.00% 1.81
2004 8, 748.00 6 14 13.33% 082
2003 2.315.20 5.44 6.67% 0.36
78.5914.60 7.87

REGION 3 - Sawiimbar

Year Volume SIMBF WIAY SIMBF
2007 270,825.20 288 63 3333% 95 31
2006 225.502 B0 28305 26 67% 78 15
2005 248,306 3D 34588 20 .00% 59.98
2004 154 .579.0D 316 47 13 33% 42.20
2003 268,468.50 300.73 B8.67% 20.05

1.210.0B2.90 306.68

REGION 3 - Pulowood

Year Volume SICORD WIA% SICORD
2007 187.872.20 7186 33.33% 2.38
2005 82,51B.60 145 26 67% D52
2005 163,133.00 8 51 20 D0% 1.90
2004 116.021.00 947 13 33% 1.26
2003 173,790.00 B.41 5.67 % 0.56

723,334.80 6.63

1 5/27/20082:00 PM

TaxYeard3C134 xis



REGION 4 - Sawtimber

Year Vgluma SINVIBF WIA%Y SIMBF
2007 14,777 %0 182.35 3333% 80.79
2005 9.872.51 23283 28 87% 82 03
2005 31.32128B 260 87 20 DD% 52 17
2004 119,872 0D 33D 57 13 33% 44 DB
2003 75,613.62 2B3.82 65.67% 17.58
251,657.80 238.65
RECION 4 - Pulpwobd
Year Volume SICORD WIASG SICORD
2007 562070 865 33 33% 2 BB
2008 17,058.10 877 2B87% 1.8%
zo05 4 814 BD 454 20 00% 0.8
2004 6.036 30 718 13 33% 0 o8
2003 11,832.50 B.41 B5.57% 0.43
50,362.40 7.08

REGION 5 - Sawiimber

Year Volume S/IMBF WIAS SIMBF
2007 81,088 00 17342 3333% 57 71
2008 76.052 48 229.13 26 B7% &1 10
2005 465,164 57 22070 20.00% 44 14
2004 48,788 62 316 80 13.33% 4224
2003 £8,250.88 191.54 5.57% 12.77
318,354,867 217.95
REGION 5 - Pulpwood
Year Volume SICORD WIAY SICORD
2007 8,118.80 838 33.33% 279
2006 10.885 94 4.27 2867% 114
2005 25.775.80 1244 20.00% 248
2004 34,607.50 5.66 13 33% 0.75
2003 B,180.40 8,88 B.67% 0.46
B8,571.54 7.53
¥ Datz provided by Division of Forestry did not identily sales/prices jor 2003.

TaxYearDBCI34 x5

B/Z7/20082:00 PM




OTHER MINED MINERAL
PROPERTY ANALYSIS

Tax Year 2609

September 2, 2008
Christopher G. Morris
Tax Commissioner
Department of Revenue



OTHER MINED MINERALS CAPITALIZATION RATE

Caplalizalion Rale Analvsis and Resulis:

In devaloping z capimlization rate for use in valuing specific Incoma-praduzing propariies

consideralion is piven to the thiee approaches generatly employad in esiimating a discount mte

#s & matter of praclicality. the Bands-f -Investmgnl and Summation Tethnigus approaches are
uiliizad in establishing discoun rales for aclive coal  Data for analysis kes been dedved in acordanse
wilh curren! Lepistaiive Rude Tilie 110, Series 1k,

Saie Rate 90 day Trezsury Bliis Sgiz Raje
Janusry  Detember 2007 4 4T0%
Jdanuary  December 2008 4 B30
January  Desember 2005 3.2M%
Risk Rate Interes! differeniia! between Loan Rale and 80 doy Treasury Bilis
Losn Rate* Dabl Rizk Pais
2007 10.05% 5 530%
20DE @ B5% 51109
20085 8 18% 4 9B0%
“Prime plus 2%
Eguity Dilferential between Equity Rates and 50 day Treasury Bills
Epully Rate™ Eoully Risk Rale
2007 [125%4(1- 3204 47 13.812%
2006 |12.75%/01-32)-4 BE 132 300%
2005 [12.5%(1-.22)}3.21 15.172%
™ Vahee Line Imvestment Survey Anplysis
Compbsite Risk Rate Loan ang Equity Rates weighled by industry esfimated wapltat strusture
Equity Rale Deb! Rate Compusite Risk
267 5.738% 1674% 11413%
2008 8.730% 1.532% 11.283%
2005 10.B21% 1.454% 12915%
Noiz: Dzbi pguity Ratio Debt 308 Equily 0%
Non Liouidity Rate intzrest difiereniial between 80 day Treasury Bils and 2 1 year Traasury

Bill which refiecis & reesonabls fme necessary o sell acve property

TR 50dT8H Kon Liovidiy Reie

danuvary Decstrbar 2007 4.520% 4 4T0% 4 D504
lanuaty  Decambar 2006 4 B30% 4 B3DS: 0.0B0%
January  December 2005 3E20% 3210% 0430%
Mansoement Rate  Charpes for the managamant of Invesiment porifofios
Fixad Rale {by Rue} 0.500%
Infiation Pale
danuzry  Desermber 2007 4 100%
January Decembar 2005 2.500%
January December 2p05 3 £00%
Property Tax Rite  Sixty paroen! (50%} of Stale averepe Class I proparly =x @le
danuary  Determber 2007 BI% I 21470= 1302%
Jatwary  Desernber 2008 EB0%of22iD= § 328%
danuary  December 2005 G0% ol z.240= 13445
Capitetization Rate Sinte the valuaiion of olher mined mine property is predicated on a thres
year production average. ihe capitahization raie is considered in a similar
marnner
2005 2005 2004
Infiation: Rute -4 100% -2 50D% -3 ADD%
Sale Rale 4.470% 4.850% 329%
Composliz Risk Raste 11 413% 1.263% 12.515%
Non Liguidity Rate 1 050% 0 OBO% G A10%
Managemen! Rate 0.500% 0.500% { 500%
Property Taz Pate 1302% 1326% 1344%
Totat 13 B35% 15518% 4 175%

Three Yr Averape: 14 448% Rounrled to: 14.40%

CAPITALIZATION RATE - 14.4b%

MLN. TIPLIERS: % o

YR sl BYR 52%4
2YR 1752 10YR 5492
3YR 24867 YR 5737
4YR 3081t 12YR 5.549
BYR 3837 13YR 5135
EYR 4114 J4YR £288
R 45219 YR £ 440
BYR 4.B26




OTHER MINED MINERALS

ROYALTY RATE SURVEY

The determination of royalty rates for other mined minerals within the state of West Virginia
Is dependent upon the availability of lzasehold information. Since this information is limited,
the Department has chosen to review data for the most recent thirty year period. A summary

only of this raview is shown below in order to protect the confidentiafity of parties involved.

WTD
DATA AVERAGE AVERAGE MEDIAN TY2009

RESOURCE SOURCES PRICE ROYALTY ROYALTY RATE
LIMESTONE 14 56.52 5022 $0.20 50.22
SANDSTONE & 54 87 50 20 $0 25 $0.45
CLAYISHALE 33 /A §0 11 $G 10 $0.11
SAND/GRAVEL 11 $517 $0 34 $0.40 $0.48
SALT BRINE i N/A NiA N/A $0.10
RESERVE VALUES

number of saleg SIAC

LIMESTONE 40 $827.00
SANDSTONE 5 $2,565.00
CLAY/SHALE 16 $850.00
SAND/GRAVEL 20 $3,285.00

SALT 6 $1,140.00




