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11,04, Valuation of Active and Reserve Cozal

Properties.

(a) General. -- Coal is one of the several estates in
real propertvy which may be owned either as a2 separate
interest or in conjunction with other interests, usually as
fee ownershiv or as mineral ownership. If ¢oal is owned as
a_ separate estate, either absolute or as a leasehold interest,

or in con’junction with other interests, West Virginia

property tax law requires such ownership to be listed,
valued and taxed based on its true and actual value. Coal
may be owned without being mined. Coal rights may exist
where no coal is actually present, or where the coal is
unmineable or mined out. For valuation purposes this
regulation classifies coal property ownership into the
following categoriess

(1) Active

{(2) Rétivé/rédédvés Reserves

(3) IA&SLivé/rédér¥vyéd Unminezable

(4) Mined-out/Uhnmidédlbld/Barren

(b) Definitions.

(1) Acres Mined. -- Acres mined per year is the

average annual preducticn as defined in section

11.04 (b)Y [4Y (3) of these rules divided by the

product of the thickness (in feet) of the coal
gseam being mined as detailed in mining permit

times 1800 tons per acre foot times the recovery
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rate according to the actual recoverv of coal per

acre being experienced at the mining operation.

Average Annual Production = Annual Acres
Thickness x 1800 x Recovery Rate Mined
(2) Active Mining Property. —--— This term refers

to & mineable #Ad/MgrERZALiBlé seam of coal on a
parcel involved in a mining operation. For the
purposes of determining active mining property,
all contigucus parcels UAREY/OHE/SWAELERID/ Y
OVAEA/ DL/ LEEEEA/ BY [ IViEd LA ELALER/ PASIALEEEL/ oY
individvdlé regardless of cwnership, that are

under lease and/or involved in the permitted

operation shall be treated as JA¢/pPAréél active

mining property. The maximum active mining

portion for each seam for each mining operation on
a parcel is fifteen (15} vears times the acres
mined [as defined in secition 11-04(b) (1) of these
rules] for deep mines or ¥€W/[I9Y five (5} vears
times the acres mined for surface and auger mines.
If£ the mineable #AZ/Mér¢iéntdplé acreage remaining
in the seam(s) bkeing mined is less than the
maximum amounts listed above, then the remaining
acreage will be considered the active mining
property. If more than one seam on a parcel is
being actively mined, then each such seam repre-
sents separate active mining property. In the

application of the herein provided wvaluation

-2-
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formula on "active mining property," the appropri-
ate formula calculation will be based upon the
actual market to which the coal from the tract and
seam 1s currently being sold, whether it is
"metallurgical" or "steam".

If more than one mining operation is
mining a given coal seam on the same parcel,
then each such mining operaticn has a separate
active mining property. However, under no
circumstances shall the sum of the active
acres for all mining operations on . a seam
exceéd the number of acres on a parcel. As
necessary, the Commissioner shall apportion
the number cf acres for each mining operation,
based upon a review of relevant leases, and
the respective rates of average annual
producticn.
LBY//AEELIVE/RESSYFES L /A4 /TRLE/ LE¥A/AEdnd/dnd
InElvdéd/ Ng/ entive/ LB 1dvdl/ derédgé/ oL
NiALAVIE/ARA /AELCHARALAVTIE/ EPAL/ £ /AW / dédih
VelAg/ EELively /Hindd/ 1A/ eheddd/ DL/ LU/ Adtidd
NIALAG/PEBpeL Ly i/ oE/ LN/ Avibed /DL /adr e
EOLLESPOAALAL/ L/ EASALY FEINE/ (2BY /¥EALE/ L infdE
tHé/derdg /MIAGA/ pay /YEax/ 1§/ ITI0A VY ALY T
VWRICHEVEL/ i/ Lédd L/ / IR/ tRE/dppLiddticdn/ L/ £hé
MErEih/Drovidéd /YATAALLdN/ LQLMALA/ SA/ T ivé
TREYveEs ] /tRE/ AppYopr L4Le/ TOFMUTA/ CAIENTALIor

-3
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WLIL/Y¢/baged/Mpdrh/thd/ A4 EAAL /REYUEL/ £S /WA LEN
tRE/ AL/ EX o/ LRAL/ LY ACE /AR / Addnt/ 18 /dhdLEnLly
PElng/ b ld/ /WAELREL/LE/ Ld/ Vg LA L IRLFIEAL) / %
Petedniy

L&Y (3) Average Annual Precduction. -- The

average annual rate of coal productien, i
YORE /Py /LLE4AY /ddd [/ ¢ndidd/ T/ BO0¥U/SE
SALN/ CAYEAAAY /¥y ] 1s FEAErally determined
by a weighted average of three (3) years Heéf

production that has occurred between July 1

and June 30 of the most current fiscal vears.

The weighted average shall be determined
by multiplying the most recent year's production
by .4, the previous two (2) years productiocn
multiplied by .3, and the resulting three (3)
figures added together to arrive at the
average annual preduction. However, if there
is no production during the mest recent
fiscal year then the property will be valued
as iAdéti¥é reserves.

When there has been no producticn during
the second or third most recent fiscal vear,
the producticn for the current year will be
factored by .5 and the precduction for the
earlier fiscal year in which precduction

existed will be factored by .5 and the
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resulting two figures will be added together
to arrive at the average annual production.

If there was no production in both the

second and third most recent fiscal years
then the production for the most recent
fiscal year will be factored by 1.0 and the
resulting figure will be the average annual
production.

{BY (4) Barren. —-- THOEL/PrPveriiéd/vhéré
CEAL/YigUEd/drE/ P dLdly/aAd/ B/ individudlly

Fee properties, mineral properties and/or

those cozl properties where the coal rights

are owned, and the existence of cone or more
cozal seams has not been established.

{8Y (3) Capitazlization Rate. -- A rate used

to convert an estimate ¢of income into an
estimate cf market wvalue. [For further
explanation see section 11.04(a) (1) (C) of
these rules.]

A7Y//IRAELIvE/REESLYEE]/ 4+ IVASEIvE/ Y eddrvdd
Are/EN0E¢ /dEdRE /CL/EBRL] /L PELLIPnE/ LUEFEBE ]
WALER/ A4 /MiAEV L@/ dnd HELENantdBLe/ Yt/ dré

REE/ACEIVE /MLALAS / BYEPEYEY | /BY /ALLLvE /Y Eddvéd,

{8Y (6) Life of Mining Operation. -- The

life ©f a deep mining operaticn shall be

fifteen (13) vyears, or the number of vears
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required to exhaust the seam at the average

annual producticn [section 11.04(b)(4Y (3) of : -

——— ———

these rules] rate, whichever is less. The

life of a surface or auger mining coperation
shall be #gn/[14Y five (5) years, or the
number of vears required to exhaust the seam
at the averags annual producticn rate,
whichever is less. Fractional years will be
rounded to the nearest whole number.

ABY/ /VSEEHAALABIE/COAL L/ +#/CHAL/WRIEH/ L8
SYAIVEr LYY/ A8dd /Y /ddlE/ dvd/¢dA/MEUd L1/ B
SALA/ AL/ L/ PYDELEL

CL18Y (7)) Metallurgical Coal. -=- This term

shall mean bituminous cecal that is suitable
for making coke by industries that refine,
smelt, and work with iron and/or steel.

AZZY {(8) Mineable Coal, -- CHAL/WHLIdK/Edr/Be
AIALA/UALSY /P ddent /day /miting/ Ledhindlddy/ 4id

ddordmiséd/! Coal which is so situate that it

may be mined using generally accepted mining

practices and suitable ecuipment and which is

of such gualiiv so as to be commercially

saleable (as either mined coal or as a

recoverable reserve). Furthermore, unless

there is evidence toc the contrary, coal. seams

which are of a thickness less than 20 inches
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will not be considered or classified as

mineable.

{12Y {(9) Mined-Out. -- A seam of coal, or

any portion therecf, which is depleted by
prior mining operations and which is not
mineable #Ad/HérdRantdl¥lé by modern technelogy.

ALZY (10) Mining Operatien., —-- Thig term

shall mean an enterprise engaged in actively
cbtaining or preparing to obtain ceoal or its
by-products from the earth's crust, including
undergreound, surface and auger mines. Each
mining operation may have more than one area
designated as "Active Mining Property" as
defined in Section 11.04(b) (2) of these
rules. The designation of "Zctive Mining
Property" areas shall be determined as
follows:
(i} If the mining operation is producing
coal from one seam under a Department of
Natural Rescurces or Department of MiAdé
Energy permit, then that operaticn will
be designated as an "Active Mining
Property." However, if the mining
operation is producing coal from more
than one seam under a Department of

Natural Resocurces or Department of MiAéd
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Energy permit, then each active seam
will bhe designated as an "Active Mining
Property."”

(1i) If the mining operaticon is producing
ccal freom cne seam at different portals
and/or faces under one specific Department
of Natural Rescurces cr Department of
Mir¢g Energy permit, then that operation
will be designated as an "Active Mining
Property." However, if the production

of codl involves different mining
techniques {(e.g. surface, auger or deep
mining method), or if mining sites are
separate and generally independent, then
such sites will be designated as separate
"Active Mining Properties."

AX4Yy (11) Multiplier. -- This term shall

mean the "present worth of one per period"
for the life of the mining operation

[section 11.04(b) {8Y (7) of these rules]

emploving the capitalization rate determined

in section 11.04(c) (1) L¢Y (I) of these rules,

as determined by a standard mid-year life
Inwocod table.

{12} Recowvery Rate. ~=- This, which is also

known as mining height, is the percentage of
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the marketable coal seam thickness that is

recovered through the mining proccess.

(12) Reserveg =-- Reserves are those seams of

coal, or peortions thereof, which are mineable

and contain recoverabkle cecals, but are non
e

active mining propertv,.

{12 (14) Rovalty Rate. -=- The royalty

rates determined annually by the Tax Commis-
sioner are the current market royalty rates
for arms-length, willing-buver, willing-
seller, transactions for sach of the four
categories of coal mining operations derived

in section 11.04(c){BY (1) (F) of these rules.

The rovalty rates are deemed to be paid to
each owner of a coal estate for all actively

mined property, and are not generally considered

t¢ contain payvments for property tax purposes.

AI18Y (15) Steam Coal. -- This term shall

mean bituminous coal that is mineable 4rd
néréHéntdBId but that is not suitable for
making coke by industries that refine, smelt,
and work with iron and/or steel.

{1¢) Thickness. ~-— This, which is alsc known

ag seam height, is the measurement of all

visible coal, including anv thinner coals
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{splits) seen above or below the main block

of coal.

(17) Unmineable Coal. -- Coal which is not

mineable ARA/mercHAviilIé as defined above.

{18) 1800 Tons per Acre-foot. —- The specific

gravity of bitumincus coal ranges between

1.15 - 1.5 depending on rank, moisture and

ash content, and averages 1.32Z.

1800 Tons/AE. Ft. = 62.4 1bs/Ft° of water X 43,560 Ft> Ac/Ft x 1.32

2,000 lbs/ton

(c) WvValuation Methods.

(1} Method for Determining Value of Active

Mining Property.

() General. -—- The value cof active
mining property shall be the Avérdgs
AARUAY /prodddbion/Liddd/d/Yoyally/taLé
tiddd/ A/ il ipTidy value per active acre

times the amount of active acres.

{Active Acres are described in Section

11.04(b) (2))of these rules.. In no case
will the .active mining property be

valued at less than its value as Id#diive
reserve properity.

(B) vValue per Active Acre. -- The value

per active acre is determined through

the following formula:

Thickness {ft.)
¥ 1800 Tons Per Acre Foot

10~
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X Recoverv Rate

x Rovalty Rate (steam) (deep or surface)

X % Steam Coal Market :

X Multiplier .

+ (Mine Life (yrs))

(Pilus) Thickness (ft.)} ) ,
¥ 1800 Tons Per Acre Foot
X Recovery Rate
¥ Rovaltyv Rate (metallurgical)
{deep or surface

¥ % Metallurgical Coal Market
¥ Multiplier . o
+ (Mine Life (vrs.))

(C} Thickness (ft.). == See definition

in section 11.04(b) (16) of these rules.

(D} 180C Tons Per Acre - Foot, —-- See

definition in section 11.C4(b) (18) of

these rules.

(E) Reccovery Rate, —— See definition in

section 11.04(k) (12} of these rules.

{8Y (F) Royalty Rate. =-- For use in

the formula prescribed by this regu- -
lation, the rovaltv rate{s} shall be
determined for each of the following
four (4) different types of coal mining

operations.

{1} Deep mines, steam coal;

{2) Deep mines, metallurgical
coal;

(3) Surface and auger mines, steam

coal: and

-11-
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(4) Surface and auger mines,
metallurgical coal,

These royalty rates shall be established
annually by the Tax Commissicner after a
review of recorded, willing seller-
willing buyver arms-length cocal property
leases that have cccurred in the State
of West Virginia during at ieast the

lagt five (3) vears ¥UE/LIgHE/ABY/{LdrE

AW /AL /Cddé/ 8/ 1T1+1R+2)Y prior to the
appraisal date and through inspectiocn of
any other appropriate information. The
review will place a greater emphasis con
the information and leases transactad
during the most recent years. The Tax
Commissioner will maintain and publish
this survey (report) on royalty rates

(which will include the preliminarv

rates) on or before MAréW May 31 of each

vear; will accept wfitten public comment-
on the survey until Md¢¥/I June 15 of
each vear; and issue the final rovalty
rates on.or before July 1 ¢f each vear.
This survey of royalty rates will be
constructed {(to the maximum possible

extent) to indicate the following:
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(1) county in which leased propertv is
located, {2} deed book, page number, (3)
lessor-lessee, (4) date recorded, (5)
acreage invelved, (€) seams involved,
(7) tvpe of mining operaticn, and (8)
consideration made. THASE/EdAgds/ Whnéld
YHE/ YELEEidld/ LY dndddiion/ LALLE/ £D
COREAIV/ A/ FEYALEY /FORSTIAS AL Idn/will/ Aot
Ye/indluded/ id/ e/ evi¥véy/ From this
survey, the Tax Commissicner will select
the rovalty rate(s) that best typify
such transactieons. In order to convert
percentage royalty rates into speciiic
dollars per ton rates, the Tax Commis-
gioner will separately conduct a review
of West Virginia cocal selling prices,
and select specific selling price
rate{s) based on prices best typifying
activitv in each appraisal year.  The
sélected selling price(s) per ton when
nultiplied by the percentage rovalty
will result in the specific dellar per
ton rovalty rate factor.

(G) & Steam and Metallurgical Cocal

Market, -- See discussion in Section

11.04(b) (2) of these rules.

-13-=
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() Amount of Active Acres. —-—- The

maximum amcount of active acres for each

active mining property will be 15 vears

times acres mined for deep mines and 5

years times acres mined for surface and

auger mines.

L2y (I) Capitalization Rate. -- The

capitalization rate will be developed
considering the technigues found in
general practice in the appraisal
profession when develcping an income
approach valuation estimate. Below is a
listing of terms and definitions emploved
in developing various capitalizaticn

rate indicators.

(1) Definitions.

(i) Bands of Investment

Discount Component. == A

discount rate derived by
assigningrrates to variocus
debt and equity investment
financing tiers and summing
these rates, weighted by their
respective percentages of

total financing.
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(ii) Discount Component. -- A

rate reflecting a provision
for returning to an investor a
sum of monev equal to the
aggregate of the anticipated

return-on-investment over the

economic life of an investment.

(iii) Economig Life Method of

Recapture. -- A method of —
developing a recapture rate by

estimating the period of time ”

an investment will produce a

return and estimating an equal

periodic rate of recapture oI

the investment over this

return periocd,.

(iv) Menagement Rate., -- A

rate reflecting a return to an
investor for the management of
similar investment portfclios.

(v) Market Comparison Discount.

—-— A discount rate derived by
dividing income net cf the
recapture component and

property taxes by the arms-

_15_
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length selling price of the
property.

(vi) Market Compariscn Method

of Recapture. —-- A recapture

rate estimated by dividing
inceme net of the discount
component and property taxes
by the arms-length selling
price of the propertv.

(vii) Non-ligquidity Rate. —-- A

rate reflecting a return to an
investcr representing the loss
cf interest on an investment
grising from the time regquired
to sell the investment.

(viii) ©Propertv Tax Component,

== A rate reflecting a provision
for returning to an investor a -
sum of monev egual to property

taxes paid over the eccnomic

-y

1ife of an investment,.

{ix} Recapture Ccmponent. =-- A

rate reflecting a provision
for returning to an investor a
sum of monevy equal to his

investment.

_16...
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{x} Risk Rate. -- A rate
reflecting a return to an
investor necessary to attract
capital £¢ an investment
containing a possible loss of
principal and/or interest.
(xi) Safe Rate. -~ A rate
reflecting a return to an
investor on an investment
which has little, if any,
livelihood of less of principal
or anticipated return on

investment.

(xii) Summation Discount
Component. -—- A discount rate

expressed as the aggr=gate of
a safe rate, risgk rate,
non—-liguidity rate, and
management rate.

(2) Discussicon. =-- The capitaliza-

tion rate as defined in Section

11.04(b) feY (5) of these rules will

be determined annually by the Tax
Commissioner thrcugh the use of -

generally accepted methods for

estimating such rates. The rate so
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developed will consider a
level~terminal inccome series which
ig indicative of active mining
properties. The capiltalization
rate used to value active mining
properties will be developed giving
consideration to the following
three (3} approaches:

{a) Discount Component

(1) Market Compariscn.

-=- Sufficient sales datza
permitting, the market
comparison technigue will
be employved as the
primary indicator for an
appropriate discount
comepeonent. The market
comparison discount
component will be devel-
oped‘by dividing aggre-
gate rovalty rate income
streams adjusted for
recapture by verified
recorded arms-length
sales transactions for

active mining properties
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which have occurred in

the State of West Virginia
during the EigWE/{BY Zive
{5) years [W//V&I/Toa¢
§/11+1%+2Y prior to the
annual appraisal date.

The market comparison
discount component
selected will ke baszed
upecn those rate indica-
tors best typlifiving
activity in this 2i1g¥#

f2Y five (5) vear research
period. In selecting the
disccount component

greater emphasis will be
given to information fram
arms-length sales occurring
during the most recent
yearé of the study.

{ii) Summation Technigue.

-— In the aksence of
sufficient data to

statistically support

H

primary consideration o

the market compariscn
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technigue, the summation
technigues will be given
primarv consideration,
The summaticn discount
compenent will be -developed
reflecting the following
fcur (4) major sub-
compeonents:

(1) Safe Rate

(2) Risk Rate

(3} Non-liguidity
Rate

(4) Management Rate

The "Safe Rate" will
e develcped through
review of quarterly
interest rates offered on
thirteen {(13) week United
States Treasury Bills for
a pefiod of three (3)
vears pricr to the
appraisal date. The
"Rigk Rate” will be
developed through revisw
of data resulting from an

annual survey of lending
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institutions, such survey
reflecting interest rates
regquired on lcocans for
acguisition and/or
development of coal

properties. This survey

will be conducted for a

three (3) year period

prior to the appraiszl

date. Results of the

survey will be compared

to guariterly interest

rates cffered on thirteen .
(13) week United States

Treasury Bills for the

same three (3) vear

period. An interest

differential will then be

gselected representing the

"Risk Rate." The "Non-

liguidity Rate" will be -
developed through an

annual survey to determine

a reasonable estimate of

time that coal properties

remain on the market



State Tax Department
Title 110
Series 1

before being sold. The

market time thus determined
will bhe used to identify
United States Treasury
Bills with similar time
differentials in excess
of thirteen (13) week
Treasury Bills. The
interest differential
between these securities
will be deemed to be
representative of the
"Non-liguidity Rate.”

The "Management Rate"
will be developed through
a survey of investment
firms to identify charges
for the management of
investment pertfolios.

(iii) Bands-~of-Investment. =--

Data permitting the Bands-of-
Investment technigue will be
considered in conjunction with
the two (2) previously mentioned

discount estimate components.

=20~ _ .
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(b) Recapture Component, --

Selection of a multiplier will be
accomplished throuch access of a
standard mid-year lifs Inwood
table. The Inwced table has a
factor for recapture built into the
table coefficients. Inclusion of a
recapture component in the capi-
talization rate is therefore not
appropriate.

(¢) Propertv Tax Component. —-

This ccomponent will be derived by
multiplying the assessment rate by
the statewide averace of tax rates
on Class IIT propertv. At the

present time research indicates

that rovalty rates do not include

property taxes as a component.

Thus, this component will not be

used in the capitalization rate as

defined in these regulations unless

the above described general practice

of the coal industry changes.

(3) The surveys referenced in Section
11.04(cy (1Y L2Y (I) (2} of these rules
will ke conducted and tentative reanlts
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published by the Tax Commissicner on or
before MAr<d May 31 of each year.
Public comment con such surveys will be
accepted until MAyY/I June 15 of each
vear, and final results will be issued

on or before July 1 of each vyear.

AZY//Y2IBRLION/ QL /REL IV /RESEY VL]

£3Y

ARY [/ GERELEL L/ ##/THRE/FALAS/ SE /LN / A i é
PE/BCLIVE/ LSS LvEE/SRATL/BE/ SR/ EEALR/BE
ERE/ 0y /ddYE/ VALV /SE/EdLive/iAiAg
PLPBEY LY L
LBY//BEY/BELE/VATUE/BE/ALLIHE/WIRTAS
BEBPEYLS L/ #F /PR ALY S/ VATUE/SE/ £ Lvé
WIALAG/ PYOPELEY/SdUdld/ LT/ VAT U/ HF
BELIVE/MIALAG/ Prodpdriy/de/dLeddibed/ in
S/ITLCALEY ALY /@I LAEA/ By /#Hid/ AvUmbEr /b F
acYes/In/ R/ A¢LivE/tinIng /P operEy s

ACY 7/ IR L Re/ EFENE/LHAL/ ERE/ At ivé
YEEEYVE/SALAL /DY /Addve/ 12/ 1edd /L HAR/ LT
LAACLIVE/1E4EF¥YE/HALUS/ PRY/Advé [ /L1
LRAELIVE /Y EdEYVE/LEGIORZY /VATUE/ Py / Ad¥
will/Bé/ dgedi

2) Valuation of IA&¢Yivé Reservaes.

{
7
\7

\AfR)  General. -- I#d¢fIvé/¥ Reserves

shall be valued considering a review of

sales reflecting arms-length, willing

D4
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buver-willing seller transactions of
such properties, and the market conditions
in the region within which the property
is located. The IAdéfiy¥é coal reserve
value shall be the product of the

irddrivé reserve acres multiplied by the

regional I¥ddfiv¥é reserve value per acre

for the region in which the property is

located.

QL}(B) Review of IfdZffi¥é Reserve Coal

Property Sales., -— The values per acre

for IdddLivé reserves shall be estab-
lished annually by the Tax Commissioner
after review of recorded willing seller-
willing buyer arms-length cozl property
saleg that have occurred in the State of
West Vircinia during the €idWUE/A8Y

five (5) vears (W(/Vd//Code/$/LI+1E+BY
prior to the appraisal date, and through
inspection of other appropriate informa-
tion IAIURing/Lng/SLfEdL/dE/ L/ 148/8F
tUE/PAYEEl e/ R/ EtRE/Per/ddd e/ vaAlvé., This
review will place a greater emphasis on
the information and sales transacted
during the most recent years, The Tax

Commissioner will maintain and publish

-25-




State Tax Department
Title 110
Series 1

this survey (report) of iAdéfivé coal
property sales on or before WMAr¢4 May 31
of each year; will accept written public

comment on the survev until MZ¥/I

June 15 of each year; and issue the

final regional values per acre on or
before July 1 of each year. This survey
of IAA{£I¥é reserve coal sales will be
constructed to indicate the following:
(1) county in which the property is
located, (2) deed book, page number, (3)
grantor-grantee, (4) date recorded, (5)
acreage ilnvolved, (6) cecal seams involved,
(7) consideration, and (8) consideration
per coal acre soid. From this survey,
the Tax Commissioner will select the
regional values per 1#d¢f{iv¥é acre that
begt typify such transactions.

(C) Irdd#ivéd Reserve Regilons. -- QF/£H&
LLifey+Eivé/duitids/ 1A/ Wedt/Vidqginid/
EUE/ SLAES/CEPLSFIEAL/ ERA/ ELONIRIE/ BhY VY
Heg/idéntified/ s/ minedble/ 244
AEfERARLEBLIE/ B2/ ALPBELLE/BEEUL/ DR LY /I
EdLty+Eouy/¢duntied/

The Foriy+f4u¥ counties containing

mineable, wér¢Udnitadll2 coald seams shall

26—
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be grouped inteo five (5) regicns based
on type of cecal seams, location, owner-
ship patterns, mining activity, and =zale
prices cf Ihd¢{i¢¥é reserves.
(1} Region 1 - Breocke, Harrison,
Marion, Marshall, Menongaliaz and
Chio Counties.
(Z) Region 2 (No present mining) -
Cabell, Calhoun, Deoddridge, Hancock,

Jackson, Pocahontas, Putnam, Roane,

Tvier, Wetzel d4id Wirt, and Wood

Counties and the northwest porition
cf Kanawha County (Jefferson,

Union, Poca Pigt¥idfd , and part of

Big Sandv and Elk Districts that

lie ncrth of E1k River).

{3) Region 3 - Barbour, Grant,
Mineral, Preston, Randolph, Taylor,
Tucker and Upshur Counties.

(4) Region 4 - Braxton, Clay,
Gilmer, Greenbrier, Lewls, Mason,
Nicholas and Webster Counties.

(5) Regicn 5 - Bocone, Fayette,
Lincoln, Logan, McDowell, Mercer,
Mingo, Raleigh, Summers, Wayne and

Wyoming Counties and the southeast

-27-=
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portion of Kanawha County (Washington,
Malden, Loudon, Cabin Creek Districts,
and part of Big Sandy and Elk
Districts which lie scuth of Elk -
River) .
PE/ERE/remdinidg/ el eéveén/ (11Y
COURELeE /[ EkD/ A2Y |/ FEELE¥8dr/ drid/Hardy/
Rave/ Begn/clAd4ifi4d/ A/ AdRFEBAL/dnd/ L
PENSY /RLAS/ AFY /BELUE LY ]/ Ve ddn/
HERPERIYE/ /PEAdLe Lo ) /NbhLde )/ FaEKEdR/
Vodd|/RiteHic/AAd/PLédddritd/Avd/ Ligted

¢/ EBREALAIRG/ LUIAL [ UARIASEABLE/ S/

If under any clrcumstances, the
coal in any of the ¢lé¥én/[(11Y remaining
counties not listed zbove becomes mingable
And /e rFHANEEBIé, that county will be c¢las-
sified in the apprcpriate region.

(D) Multiple Seam Parcels. —-- For parcels

containing mere than one mineable WEFFRAALEBIE
gseam, the I¥#f¥iv¢ reserve portion of the
seam{s) being mined are assigned 100% of the
value determined by the method summarized in

section 11.04(c) (3) of these rules. The

remaining unmined, if#¢¥ivé reserve seams
shall then be ranked according to their

mineable//fér¢éVdntd®¥lé acreages. The largest

-
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reserve seam and the second largest reserve
seam are gach assigned 100% of the value
determined by the method summarized in

section 11.04(c){2Y (2) of these rules. The

third largest unmined, Idd¢fiv¥é reserve seam
is valued at 75% of the amount as determined
by the methods summarized in section

11.04(c) {3Y (2) of these rules. Subssguent

reserve seams are. each valued at 50% of the
amount determined by the method summarized in

section 11.04(c) {Z2Y (2) of these rules. The

final wvaluation of IAa¢¥iIYé reserves on a
parcel .is the sum of each of the individual

valuations.

LAY/ /YEXABL IR/ PE/MINEAA QUL /UNRIALABIE /BAY A/ Cdd]

(3)

Properildd /A4 /PLOperLidd/IA/tRIE/ cdvdgdry
ERALI/VE/YETUSd/ AL/ BLI00/pex/ eUriddd/ 4dr e/

Valuation of Unmineable Coal Properties,

Properties in this category will be

valued under one of the following catecories:

(2) Parcels in which each and every cozl

seam is urmineable or where each seam is

partially unmineable and the remaining seam

pertion is mined out or barren, will be

valued at %5 per deed acre,

Example: 50 acre parcel -- 3 coal seams

- Seam #1 = 50.00 2¢ Unmineable
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- Seam #2 = 20.00 Ac Unmineable,
20.00 Ac Mined Out
~ Seam #3 = 40.00 Ac Unmineable,
10.00 Ac Barren
Unmineable Value = 50,00 Ac({deed) x $5 = $250
{(B) Parcels in which an acre or acres of
unmineable coal exists in anv seam will be
valued at $5 times ithe amount of unmineable _ R
acreage in the seam with the least amcunt of
unmineable acreage.
Example: 50 acre parcel -- 3 coal seans
- Seam #1 = 40.00 Ac Mineable,
10.00 Ac Unminezble
- Seam #2 =-30.00 Ac Mineable,
20.00 Ac Unmineable
- Seam #3 = 35.00 Ac Mineable,
15,00 2c Unmineable
Unmineable Value = 10 A¢ Unmineable x §5 = $350%*

(4)

*This value will be added to the reserve

mineable acreage value to complete the

property's ¢eoal wvaluaticn..

Valuaticn of Mined Qut/Barren Coal Properties

Properties in these categories will be

valued under one of the following circum-

stances.

(A) Parcels in which each and every cocal

seam is completely mined ocut and/or barren,

RN
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will be wvalued at $1.00 per deed acre.

Example: 100 acre parcel —— 2Z coal Seams

It

- Seam #1 100 acres mined out

- Seam #2 = 50 acres mined out,

50 acres barren

I

Value 100 2¢c {deed) x S1 = 3100

(B} Parcels in which an acre or acres of

mined out/barren ccal exists in any seam will

be valued at $1 times the amount of mined

ocut/barren acreage in the seam with the least

amount of mired out/bharren acreage.

Example: 100 acre parcel -- 2 coal seams

H

- Seam #1 = 90 acres mineable,

10 acres mined out

- Seam #2 = B0 acres mineable,
20 acres mined out
Value = 10 Ac Mined Out/Barren x $1 = $10%*

* This value will be added to the reserve

mineable acreace value to complete the

property's coal valuation.

{5} Total Coal Valuation. -- The total coal

valuation for anyv coal parcel will involve the

value for all active acres, all reserve acresg and

specific categories for unmineable and mined

out/barren acreage. Thus, the total amount of

-

coail acres valued for any parcel shall not be less

than the amount of deed acres, and total value for
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anv coal parcel shall not be less than $100.00.

L2Y  (8) Summary of Valuaticn Methods.
{8) RaER/EE4t/ER/LRBEE/ PropEryiidd/withh
RIine4dPld/ 444/ e FHAAEAYIE Properties that

involve coal shall be wvalued as follows.

Retive/Minidd/ Proveriy

KRGIBLEGE] [/ /77T ARSEALES/ /77777777777 77777 777777 AAEEité/Tdal
[RABEAL/ /77 /777X RAEES [/ 777K T AMBYEIRLIEYY //#///REZAL/PEBpdL Ly
[PESALELLORY [/ /1T TRELSTOAY /7777177700777 77777 TYaLheY
Active Mining Property
Value per Active Acre X Active Acres = Active Coal
Real Property

Value
REfLive/RedEYve /Proverey
JI71777 770707777770 70070707070070007707077777717777kRetivéd/Redasvd
ARGELIVE/ /117777 KPEE/ACFE/YELRE/BES /1777777777717 777/Co8L/REAL/PrSp+
JREEBLVERY / /K 1/ EGELH S/ MARIAG/ BYRRE LYY/ / R/ LBE/ 2/ [ /X% /YAIRRZY

LALELIVE /RESEXYE/PYBDEYES

ATSEAL/ /7777777777 ARSGLISALY/PEL/RExd/ [/ /1 /777777 AIv&etive/Coal
[IRBGLLINE/ /111778 IRadtive/Redeyveéd/////////#///RESérvé/RedY
[RESEYLAR/RELEEY// /7 IYRLA@Y /7 7777777777777777777/PLOpdty/VEALASY

Reserve Property

Regional Per Acre Reserve " Seam Resgerve

Reserve Value X Acres X Factor Real Properiy
Value

Unmineable Property

75nmineable.Coal

$5 Per Acre X Dead Acres =
Real Property
Value
Mined Out Prcperty o .
$1 Per Acre X Deed Acres = Mined Out Coal
Real Property
Value

Barren Property L ,
31 Per Acre X Deed Acres

Barren Coal
Real FProperty
Vaiue

1
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ABY / /Vivéd+BUE ) /UrRIASADLE/AAd / BALr¥ER/ bl
pESPEYLidE/ sRAXL /B /AT d/ AL/ OHE/DOLIAY
ABLIDDY /pex/8dridded/dddél

AZY {B) The total value for coazl properties

will be the sum of the value of active minin

property, ACLIVE/rEgdrddd]/LRE/IrAdctivé

reserves And/#¥¢ unmineable, mined-ocut/

WRRiAé£dBlé and barren acres.

(BY (C) 1If other real property interests
are owned 1n the coal property acreage, then
the value of those additional interests shall
be added to the total value of the coal
properties to arrive at the total real
property wvalue.

{8Y (7)) Leasehold Interests. —- These regulations

generally attribute the value of ccal to the owner
of the coal preperty. In those circumstances,
however, where the owner of the property is
subject to a lease reguiring the cwner to permit
mining at rovaltyv rates substantially below
¢gurrent market values, the owner may petiticn the
Lssessor, and on appeal, the Tax Ccmmissioner, to
attribute a portion of the wvalue of the coal

determined by this formula to the leaseholder.
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‘ (8) Active Farm Properties -- The ccal rights,
WJ;“" that are part of a "fee" estate where the use of
it - L
Aggf?/ ' the surface has gualified as an active farm, will
7o
'K be valued in the following manner:

(&) Where income or rovalty is not derived

from the coal rights (ccal rights not leased

or non-producing) the cocal interest shall not

be valued.

{B) Where income or rovalty is derived frcm

the coal rightgs {coal rights leased or

producing) the c¢oal intersst shall be valued

as follows:

(1} Fee estates where the annual

wholesale value of farm commodities or

products, is fiftv percent (50%) or more

of the usual annual grcss irncome from

2ll uses of the property, shall bhe

subject to farm use valuation. ..Thus

coal interests shall not be valusd under

this situation.

{2) Fee estates where the annual

wholesgsale value of farm commodities or

products is less than fiftyv percent

{50%) of the usual annual gross income

from all uses of the propertv, the
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applicable ccal values shall be added to

the surface farm use value.

(2) Property Reports. =- Pricr to November 1 of

each vear the producer and coal owner will be

required to file reports with the assessor of the

county where the ccal property 1s assessed. These

reports will be designéd by the State Tax Commis-—

gsicner so that producing properties will be

reported by the producer (with acknowledgement to

the coal owner) and reserve propertles will be

reported by the coal owner.
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Sectionull.OSQa)

11.053. Valuation of Producing and Reserve 0il and

Natural Gas Properties.

(a) General. -- 0il and/or natural gas is one of the

several estates in real property which may be cwned either

as a separate interest or in conjunction with other interests,
usually as fee ownership, ¢il and/or natural gas ownership

or as mineral ownership. If oil and/or natural gas is owned

as a separate estate, West Virginia property tax law requires
guch ownership to be listed, valued and taxed based on its
true and actual value. If the interest in oil and/or

natural gas is part of a larger interest Iin a tract of

property, the wvalue of the o0il and/or natural gas interest

shall be included in the value of the larger interest. 0il

and/cr natural gas may be owned without being prcduced. 0il

and/or natural gas rights may exist where no cil and/or

natural gas is actually present, or where the oil and/or

natural gas is unpreoducibkle or depleted,

{¥BY (See section 11:05(d) (18) (Page 30) of these rules)
AARUEY /REPBLLEL /+#/TRE/ TEA/COMA LB E LAY /WLLL / PUVLILSH/ &A
ERARMAL /Y EPOLE/ EQL /RS / VAL LEBIEE/ LD/ Ve /DN ELdLYEd/ LA/ AL IV I
BE/ LN/ PETAE/ DL/ LAL/ SPEE I L1/ BLYALELALEA/ DA OPELES L/ / THESE
LEPOLLE/VRER/ LEdU I Ed/ B/ LRE/ YESUTALLBRA/WILYL/BE/PABLIERSE/
EUBIECLEd/ EB/ EOUNE AL/ BAL/ LAY /S LF AL/ APPSR/ ERE/ S ddAUT &/ Ed¥
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SUL/ LA/ ERLE/ BEEELLSAL/ TRIL/ AR/ L Epodr£d/ AL/ Bé/ BT IEREd/ dn
B /BEESYE/ERE/ BOLR/AAY/SL/RPLLIL/ b ededing/ tNe/ AdE4 e dRE
ddtd]/ESLLDEd/ B/ &/ LRILEY /Y /Pt LB/ EB2 /hd I Een/ Pkl id
COMBEALL /[ THE/TRL/ COnAI L IBALY /WITL /¥ eI/ ¥ RE/ Edrntdritd/ ARd
PEGBEAL/ LR/ TIRAY /VALUEE/BL/ERE/ VEAY LABLEL /£8/ B/ A4/ Ih 7 £ 1
AEEELAMERE /Y EAL/ DR/ BL/BBESLE/FULY/ L/ B/ SACH/ FALERARY /¥ d¥/
THege/ELAZL /YA LASE/WITL/ Ve /Pod¥ed/ 1IN/ ERE/ EOURALY /AESE 28448
PELI¢E/End/ERe/BEALE/REGLEERAL ]

{b) Categories for Valuineg 0il and/or Natural Gas

Bearing

Properties. -- Parcels cof property thought to bear

oll and/or rnatural gas or having the oil and/or natural

gas mineral interest separated from the fee of the
property will be classified as ¢il producing property,
ARELEVIEA/ L/ L EESYVEE/BY /VRESEIgRER/ LT/ Ledddved/

leased, non-producing property, or ncn-leased, non-producing

ropertv.

(c) Defimiticns.,

(1) T"Natural gas producing property" means the
property from which natural gas Ig/P€iAg has been

produced or extracted at any time during the most

recent asgsessment vear. Natural gas producing

property includes the interest or interests underlying
an area ©f 125 acres 0of surface per well with active

wells on the parcel. Also to be included on natural

gas producing propertv is the parcel acreage above

Page 2
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125 acres per well, to be valued at a specific rate

per acre as determined by the Tax Department.

(2) "Cil producing property" means property from
which oil Ig/BéiAg has been produced or extracted at

any time during the most recsnt assessment vear.

0il produding property includes the interest or
interests underlying an area of up to 40 acres of
surface per well with one or more active wellis) on

the parcel. Alsc to be included on oil prcducing

property is the parcel acreage above the 40 acres

per well, to be valued at & specific rate per acre

2s determined by the Tax Department.
KZY//7TREL1gASd/ Bl /¥Ederve/ Do periy) /ddAd/ plopediicd
IA/ AR/ AYE4/ O/ PP ESNELAL /P o DAL LI 42/ deLdrntiviéd /By
LRE/TEA/DEPErEd@nt /L, EF e/ WL/ £REx e/ NdE/ Bder /Ao
PASE/PYSAUELidA/ SE/SLIY ]/ d¥/ERE/ part/ oL/ &/ park el / fxdm
WRICH/ EREYE/ RS/ BEEn/ DASE/ L/ AV P ERE/PYSAUCLIBA/ L RAE
Ligdd/SUYE1de/ /il /erd@UEIAG/ PSR EY LY/ SL/ENE/ 4D
AEYed/ AL/ UL EACE /PR /LY /SE/SLL /P odtiding /v dpérLy
LE/ERE/Wwell/ 18/ RAEA LA/ ESL/ LR/ eRtiv &/ Yedh )

(3} "0il and/or natural gas leased, ncecn-producing

property” means properties that are leased bv a

lasscr to a lessee on Julv 1 of the current assessment

vear, but were encaged in no preduction during the

game assessment vear period of July 1 through

June 30. This category shall #1784 include any

Page 3
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acreage that hag been shut~in for the entire vear,

This category shall alsc irnclude any acreage ownad

by a company or individual whose primary business

invelves the production or leasing of anv oil and

gas properties.

A3Y 7/ VAR ELgABA/BLL/ Y EELYYE/ DL EpEr Ly ) /miédnd
ProperLiéd/ duLelde/ L/t ihe/ AV Ea/ SE/ DOEEALLIAL /DL ORUELIBRA]
A/ AeLErniASd/BY /L RS/ TEA/Bepatin@AL ] /1A /WRIEH/ £
PLY/HIAEYE) /IRLEEEL/ NAE / B/ EohvedEd/ E8parardly
fiot/ENE/ FE8E/ DL/ LHE/BADPLEL LY I/ DY/ ERE/ 4D/ ALY EE/ 41
EUYEAE@/ Py /VeLll/dL/ 1L/ P AU IAg/ DEdperiy/LE/ LYié
VELL/HAS/ BAEH/ BLYAGE A/ AAd/ APARAGRERA/ 2L/ FEEULLEA/ BY
RYLiclé/A]/CHAPLEL/2E/QE/ RS/ WEEL/ VI Ginid/ Cddd/ [W/
VEaL/Tode/ 8/ 22A_FL/EL/ S84/ ALFBLY T

{4y "0il and/or natural gas non-leased, non-producing

prorertv"” means properties that are net leased cn

July 1 of the current assessment vear and were not -

engaged in production during the same assessment

vear period of July 1 through June 30; or the 125

acres of surface per well of natural gas or the 40

acres of surface per well cf oil producing properties

1f the well hag been plugged and abandcned as

reguired by Article 4, Chapter 2Z of the West

Virginia Code [WV Code § 22-4-1 et. seg. (1981)1].

{3} "Working interest” means the fractional

interest in ©il and/cr natural gas production

Page 4
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subject to coperating expenses and owned bv the
leaseheold or operator. Owner operated wells are to
be valued using the working interest formula.

{6} "Royalty interest" means the fractional

interest in oil and/or natural gas production not

subject to operating expenses. and retained by the
0il rights owner or lessor. OGYErrididAg/Lop41Ly
IAEEr gL e/ AL/ INEUL Y IAG/ SPEVALING /P AEL4/ 44d
ErEdYed/AtivEly/ 4/ YSYALLY /ivitdrddt s

(7) "Overriding rovalty" means the fractional

interest reserved or purchased by a seller of a

lease to ancther party, thereby participating in the

gress preoceeds of production from the lease while at

the same f£ime incurring no operating expenses. Such

overriding rovalty interesgsts will be zpprailsed using

the rovalty interest formula, but are to be placed

on the perscnal property books of the county in

which the well is located.

(8) "Flush production" means.the production of oil

and/or natural gas from any well on an oil and/or

natural gas producing property whose initial production

dete is two vears or less prior to the date of
valuation.
(9} "Settled production" means the production of

0il and/or natural gas from all wells on a producing
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property whese initial production date is more than
two vears prior to the date of valuation.

(10) "Personal property" used in oil and/or natural

gas production means machinery and eguipment in and
about the.well and all other tangible perscnal

property used in producing ¢il and/or natural gas

from the well. It shall not include vehicles or
other tangible perscnal property not permanently
used in production,

(11) " "Producer/Operator! means any perscn or

ersons, corporation, partnership, adventure or
P
other enterprise which proposes to or does locate,

drill, manage or abandon any well.

(12} "Storage Wells" means any propertv used as a

reservoir for the storage of natural gas. These

properties shall be valued &s ncn-leased, ncn-producing

natural gas propertv,

Page 6
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Section 11.05(4)

(d) Metheods of Valuation.

(1) General. -~ For oil preoducing property, its
value shall be determined by [IY a formula which
aprlies a multiplier to the average dailv production
of the well(s) for working interest and rovaltiy
interest property//pIAE/{2Y/A/YELAS/ALEXIBVEAVIE/ £S
LRE/ PRYECHEL/PLOpEd Ly /UEEA/ TN/ prodviEt Lo/ Bt/ véll
LIngd/ LHE/ AANBEL /S L/ PYBLUCLAG /WELLE/ SR/ ENE/ PLBPEY LY
EQY/working/interedL/ prépériyi For natural gas

producing propertyv, its value shall be determined bv

2 formula which applies a multiplier to the guantity

of the gross receipts minus the rovalties paid for

the working interest or a multiplier times the gross

rovalty receipts for the rovalty interest.

Where ownership is split through a lease or
royalty arrangement, different multipliers will be

used for the working interest and the rovalty

interest. ZEach term in this computation is discussed
below.
L2y (See section 11.05{d) (3} (Page &) of these

rules) AVerdde/PAiT//PLOAUELignl/ A4/ THE/ dvdradd
QALLY /DY BANCELIBA/SE/AA/SLL/ VL L/ L&/ 1EE/ Prdddd ¥ icH
Yaré//meédddred/in/ L/ L/ L1/ E1E1A/ ¥ ARAAY A

A2/ S8 1o/ BAYLeld] /L8y /LRE/HEar /DL edEding/ v ié/ Anival
PEA/AESLEEMENE/AALE] /QIFIAEA/ VY /LN /AURBEY /P / FULL
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BE/PAYLIEL/ ARS8/ BT wELL/PLOAUCHIGRS / /PEFELAL/ AEYE
ERALY/IACLUAR/ EINE/ AL IEWEA/ ESYL/BLIL/ D/ EBLLEE¥
BELWEER/ PURPIAGEL //FALL/ BY / parELidY/AApd/ dHALL/ Ad#
LAEIVAR/ LIng /URR/WELL / AQUABY SAUCE ISR/ FEELLL &/ P o
WOLYKBYEL ]/ LFEALLLLIAS Y/ Y /@11 /AL vanegd ]

(2) Percentage Interest in 0il and/or Natural Gas.

—-— Where the ownership of oil and/or natural gas in

place is divided through a lease or other arrangement,
the compensation to the owner of the property is

derived by designating a percentage of the production
to. be the royalty payment to the owner. The remainder

is the working interest, The Tax Commissioner will

annually determine an assumed average working and
rovality percentage interest through a review of oil
and gas leases from throughout the State..

{3) Average Production Rate. =-- Gas - The Tax

Commissioner will annuallv determine and raport the

production rate of natural gas wells throuch review

of informaticn filed with the West Virginia Devartment

of MiAdé Energy, Office of 0il and Gas, ard data

provided by companies and individuals. The producticn

e

d
S ¥ate will be used in the method described in the
s

regulations for the determination of the formulas to

be used fto appraise natural gas preducing properties.

0il - The average daily production of an oil

well is its producticon rate, measured in terms of

Page 8§
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o0il field standard 42 gallon barrels, for the year
preceding the annual tax assessment date, divided by
the number of full or partial davs of well producticn.
Partial days shall incluge time allewed for oil to
collect bestween pumpings. Full or partial days

shall not include time when well non-production
results from workover, redrilling, or well maintenance.

(4} Average Industrv Market Price., -- 0il ~ The

Tax Commissioner will annually derive the average
industry market price by reviewing the price paid
per barrel by the major West Virginia crude oil
purchasers, The Tax Commissioner's annual report on
the average industry market price should reflect a
reduction for average Federal Windfall Profits

Tax and West Virginia ByYEiRE€E/ A4/ OedupdLion
Saverance Taxes deemed to be paid by the working or
rovalty interests in the production. The average
industry market price will be used in the method
descaribed in the regulations for determination oI
the formulas to be used to appraise oil preducing
properties.

Gas - The Tax Commissicgner will annually derive

and report the average industry market price by

reviewing the price paid pexr MCF by the major West

Virginia natural. gas purchasers, a survey of oil and

gas associations, and Department of Energy statistical

Page 9
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data, The average industry market price will be

used in the method described in the regulaticns for .

determination of the formulas toc be used +o appraise

natural gas producing properties.

(3) Average Industrv Operating Expense. -- The Tax

Commissioner will annually determine the average
industry operating expense per well///dvd/pUBlién
LHAY/d4pende/in/ 4k /dhnddl /Lépd¥¥%/ The average
industry operating expenses per well will be used in
the method described in the regulations for determi-
nation of the formulag to be used to appraise $il
rroducing preperties,

(6) Average Industrv Producticn Decline Rate. --

The Tax Commissioner will annually derive and report
the average industry production decline rate by a
review of well production records located at the
West Virginia Department of Midéé Energy, Office of
0il and Gas and data provided by companies and
individuals. THe/T4A/CoMtigSidrids/will/Annddlly
PYBLIEN/ /Y EDPLE/ SR/ ERS/ £ 2 UL/ SE/ERIE/FESIdw L/ /TN
AFELAGE/ PYSAUGLIAN/ ALETIVE/ L A#S/HILL/BE/Aded/ IH
CEATAREELBR/ WL/ R/ ASShEd /A Erdgé/AALLY /produd LA
FRALL/EDY/CALCALAL LA/ SE/MUTELPL LB S/ LBY /RS /FALIdvis
Pro@VEticn/f1A441E144¢14Wd/ The average industry

production decline rate will be used in the method

degcribed in the regulations for determination of
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the formulas to be used to appraise producing

properties.

(7} Capitalization Rate. -— A capitalization rate

will be developed considering the three components

gset out in section 11.05(d) (7) (B) of these rules.

This rate will be used to select the factor{s) from - -
a standard mid-vear life present worth of one table.
using a compound interest premizse. (See sectieon 11.05(d) {10)

of these rules for an example.) Below is a listing of terms and

definitions employed in developing this capitalizaticn

rate. A
(&) Definitions.
{i) Bands of Investment Discount ~
Component. -- A discournt rate derived by

assigning rates to various debt and
equity investment financing tiers and
summing these rates, weighted byv their
respective percentages of tctal financing.

{ii) Discount Component. —- A rate

reflecting a provision for returning to
an investor a sum ©f money equal to the
acggregate of the anticipated return-on-
investiment over the eccnomic 1life of an
investment,

(1ii) Management Rate. —- A rate

reflecting & return to an investor for
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the management ¢f similar investment
portfclics.

{(iv} Market Comparison Discount, =-- A

disccunt rate derived by dividing income
net of the recapture component and
proparty taxes by the arms-length
selling price of the property.

(+) Non-Liguiditv Rate. —-- A rate

reflecting a return to an investor
representing the less c¢f intersst on an
investment arising from the time required
o sell the investment.

{(vi) Property Tax Component. == A

rate reflecting a provision for returning
to an investor a sum of money egual to
property taxes paid over the sgccnomic
life of an investment.

(vii) Recapture Component. =-- A rate

reflecting a provision for returning to
an investor a sum of money egual to his
investment,

(viii) Risk Rate. -- A rate reflecting
a return to an investor necessary to
attract capital to an investment contain-
ing a possible loss of principal and/or

interest.

Page 12
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(i) Safe Rate. -— A rate reiflecting
a return to a investor on an investment -
which has little, if any, livelihood of : ' -

loss of principal or anticipated return

on investment.

(=) Summation Discount Component. --

A discount rate expressed as the aggregate S
of a safe rate, risk rate, non-liguidity
rate, and managemeni rate,

(B) Digcussion. —-=- The capitalization rate -

will be determined annually by the Tax
Commigsicner through the use ¢f generally
accepted methods for estimating such rates.
The rate so developed will consider a
declining~terminal income series which is

indicative of o0il and/or natural gas producing

properties, The capitalization rate used to

value oil and/or natural gas properties will

be developed considering (1) a discount
component determined primarily by the
summation technigue, (2) a recapture component,
and (2) a property tax component,

(1) Disccunt Component.

(i) Summaticn Technigque. -~ The

summation technigue will be given

primary cecnsideration in the valuation
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.0f 0il and/or natural gas producing

property. The summation technigque B}
will determine a discount component

which will be used to calculate. the

rresent value of the future income

of the oil and/cr natural gas

producing property utilizing the
following four (4) major sub-components:

(1) Safe Rate

(2) Risk Rate

{3} Non-liguidity Rate

{4) Management Rate

The "Safe Rate" will be devealoped
through review of gquarterly interest
rates offered on thirteen (13) week
United States Treasury Bills for a -
periocd of cne (l} year prior to the
appraisal date. The "Risk Rate"
will be developed through review of
data resulting from an annual survey
of lending Instituticns, such survey
reflecting interest rates reguired
on loans for acguisition and/or
develcpment of natural gas producing
properties. This survey will be

conducted for a £RYE€/{2Y one {l) vyear
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pericd prior to the appraisal date.
Results of the survey will be ; ] -
compared to gquarterly interest rates
offered on thirteen (13) week United
States Treasury Bills for the same
tRréé/ f3Y one (1) year period. An
interest differential will then be
selected representing the "Risk
Rate." The "Non-liguiditv Rate"
will be developed through an annual
survey to determine a reasonable .
estimate. of time that natural gas
properties remain on the market -
before being scld. The market time
thus determined will be used to
identify United States Treasury

Bills with similar time differentials
in excess of thirtesn (13) week
Treasury Bills. The interest
differential between these securities
will be deemed to be representative
of the "Non-ligquidity Rate." The
"Management Rate”" will be developed
through a survey of investment firms

to identify charges for the management

I

of investment portiolios.
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(ii) Bands-~of-Investment/Market-

Comparison. —-- Data permitting the

bands~of-investmant technigque and
market comparison technigues will be

used to veriiy the summation discount

component.

{(2) Recapture Comuonant --— Selection of a

multiplier will be accomplished through

access of a standard mid-vear life pressent

worth of one table premised on a compound
interest rate. This table has & factor for
recapture bullt into the table ccefficients.
Inclusion of a recapture component in the
capitalization rate is therefore not appropriate.

(3) Proverty Tax Compohent -- This component

will be derived by multiplyving the assessment
rate by the statewide average of tax rates

on Class ITI property.

,//(8) Multipliers -- Qil -- The multiplier serves to

combine mathematically the effects of the deemed
average daily production rate, average industry
market price of cil, average industry well operating
expense, working and royalty interest, £flush and
settled production, average producticn decline rate
and a capitalization rate. [See section 11.05(4) (10)

of these rules] This multiplier will not be constant
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for all oil producing properties. Each category

defined bhelow will have a separate multiplier and
the procedure and results of these income analyses
will be published in an annual report by the Tax
Commissioner, The multipliers are toc be used for
0il producing properties.

Separate multipliers shall be derived for each

of the folleowing twelve (12) categories:
(A) Working interest in settled production for
average daily preduction bestwesen 0 and .750
barrels per day of oil.

" {B) Working interest in settied prcduction for
average dalily production of between .751 and
2,000 barrels per day.

{C) Working interest in settled production for
average daily production of more than 2.000
barrels per day.

(D) Working interest in flush production for

average daily production of betwsen 0 and .750

o

barrels pexr day.

{E) Working in flush preoduction Ior average

daily production of between .7531 and 2.000

barrels per day.

{(F) Working interest in flush producticon for -

average daily production of over 2.000 barrels

per day.
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(G) Rovalty interest in settled production for
average daily production between 0 and .730
barrels per day.

{H) Royalty interest in settled production for

average daily production between .751 and 2.600
barrels per day.

(I} Royalty interest in settled producticn for
average dalily production in excess of 2.000
barrels per day.

(J) Rovalty interest in flush producticn for
average daily production between 0 and .750
barrels per day.

(K} Reovalty interest in £flush production of
average daily producticn of between .751 and
2.000 barrels per day.

(L) Royalty interest in flush production for
average daily production of 2.000 barrels per
day.

(9) Deemed Average Dailv Production Rate. -- For

the purpose of determining multipliers for wells of
different productive capacities, wells will be
divided into.three classificaticns. Those classifica-
tions will be:

{a) ¢ through .750 barrels of average daily

production.
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(b) .751 through 2.000 barrels of average daily
production.

(c) Greater than 2.000 barrels of average daily
production.
For the sole purpose of calculating the multiplier

A

J/épplicable to each classification ¢of productiocn, all

wells within each classification will be deemed *to
have the same rate of production and those rates are

ag followe:

Classificaticn Deemed ADP Rate
{a) 0 - .750 ADP .750 ADP
(b} .731 - 2.000 ADP 1,500 ZDP
(c) 2.000+ 4,000 ADP
{10) EXAMPLE:

The multipliers for each category will be - -

determined as shown in this example. The numbers

used in this example are not the result of any

actual survey, although they may approximate or - .
duplicate the results of such survevs. This example
assumes that the necessary annual surveys have been

perfcrmed with the results as follows:

Average Daily Production (ADP) Rate = .75 barrel
Working Interest = 7/8 of production

Royalty Interest = 1/8‘of rproduction

Rverage Industry Market Price = $22.50/barrel

[ 1]

Average Industry COperating Expense - $3,600/year

L
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Rovalty Interest

0-.750 ADP Category

Deemed
Average Daily Royalty Capitalization Rate Discounted
Production (ADP) Interest ADD Income Present Worth of 1 Factor Income
Yoear 1 750 .094 $772 .933 $§ 720
Yoar 2 .694 .086 714 L8111 579
Yoar 3 .649 .NaL 665 .705 : 469
Yoar 4 .6G0A4 ' L0786 624 613 ) 383
Year 5 562 L0770 575 .533 306
Year 6 .523 .065 534 .A64 248
$2,705
Total Discounted Income
$2,705 (Total Discounted Income) _ s s ; .
.094 (Year 1: Rovalty iInterest ADP) $28,777 (Multiplier for Rovaltv Interest)
o Working Interest
m w wwﬁmwxu\ ~ 0-.750 ADP Category )
v B ! _ ,
7 g Annual Capitalization
faily Working Gross Operating Net Rate Present Discounted
on (ADP)  Tnterest ADP  Income Expenses Income Worth of 1 Factor Net Income
Year 1 .<ko .656 $5,388 $3,600 $1,788 L9313 31,668
Year 2 .698 .611 5,018 3,600 1,418 .811 1,150
Year 3 .049 .568 4,665 3,600 1,065 .705 751
Yoar 4 . 604 _ o .529 4,345 3,600 T45 .613 : 457
Year 5 562 _ .492 4,041 3,600 441 .533 C 235
Yoar 6

.mmw . .amm u~qmm“ u~moc Haw .ama qm
_ : _

$4,336

Total Discounted
Net Income

$4,336 (Total Piscounted Net Income)
.656 {Year 1: Working Interest ADP)

= %6,610 (Multiplier for Workinag Interest)
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ALLY//PELESRAT /PLORELES/UEEA/ IR/ DL/ BESAUEEIBRL )/ #7
TRE/TEA/COURIEELDALY /HLLL/ AARUAL LY / AEL L&/ drid

PUBLIEN/ A/ ¥ Eper L/ QL /L UE/ AV ELELE/VATUE/ BT/ ERE/ PR L ESNAT
PLOPELLy /UESA/ LA/ SLL/ BLEAUSELIBAL )/ TRE/ TEA/ CHURI S 1dABY
WIXL/¥Edievi/Le/ donments/on/ £Re/ Lo L/ dRd/ prédéns
LRE/YETUE/ EQY [ RS/ BEFYESAAL /P L OPBY LY /idE ]/ 1A/ 1T
PrOAUgEidAl/ /THLE/FAIME/WLIL L/ Ve /MATEIPLIIEA/ BY /£ Hé
AUBRY/BE/ DL AEIRg/ AAA/ EUALL LA/ WELTE/ S/ ENE/ DL OPLL LA
ES/ALELRYRIAL/ LIRS/ SV ELALY/HAIUE/SLE/ PR L EONEL/ P SPEY Ly
need/In/dil/prodvidbidnl

{11) Summary of Valuing 011 Producing Propertv. —-

Each active oil property in West Virginia will be

valued in the following way:

Working Interest

1. (Working Tnterest : {Value of 0il
Average Daily X (Multiplier) = Producing
Production) roperty)

PLYS

2L/ AVEIAS )/ EQE/PELEdRAL/// /77 /777777777777 7777/ ATt dl/Yalie /o F
S REDRELEY /USSR IR/ /K ANAHBEY S SE/WELLEY //#/ /PELESRAL/PrEPEYEY
J17 1T BLL/RESAAGELGAY [/ /777777777777 7777777777/0EEd/ LA/ L1/ BEBARELLBAY

Royalty Interest

1. (Royalty Intexest (Value of 0il
Average Daily X {(Multiplier) = Pfédﬁéiﬁg/?fépéfﬁ??
Production) Production)

PLUS

2. {Excess Acreage o B ‘ ,

Above 40 Acres X (Rate per Acre) = (Vaiue of Excess

Per Well) _ '~ 0Ll Acreage)
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(12) Multipliers -- Gas - The multiplier combines

mathematically the effects cf average industry

market price of natural gas, average industry well
operating?expenses, working and royalty interest,
average production rate, average production decline
rate, flush and settled production and a capitalization

rate. [See secticn 11.05(&) (13} of these rules]

This multiplier will not be constant for all natural

gas producing properties. Each category defined

below will have az separate multiplier. The multiplier
will be derived by conducting an income analysis of

a typical West Virginia well based on the aforementionsd
variables and published in an annual report.

Separate multipliers shall be established by the
Tax.Commissioner for the following four (4) categories:

(1} Working interest in settled production.

(2) Werking interest in £lush production.

(3) Rovalty interest in settled production.

(4) Rovaltv interest in flush production.

(13) Example:

The inceme analysis chart will be in the following
forms. The figures used in these charts are hypothet-
ical values cf what may be derived from the annual
reports and are not to be considered actual figures,

although thev may approximate or duplicate the

results of actual annual reports.
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(14) Summary of Method for Valuing Active Natural

Gas Producing Property. —- Each active natural

gas well in West Virginia will be valued in the

following way:

Working Interest . : . _
1. (Gross Receipts (Working Interest
Less Royaltieg) X {(Multiplier) = Value of Natural Gas
Producing Property)
FLYZ

IAVETAB ) ESL/BELBERELS [/ /[ 7/ /177777777 77777777KTSLEL/VAIRS/DHF
[ IBLDPEL LS /VEEA LA [ /R ARARBEY /SE/WRLLEY /#/ /[ /BEXESRAY I PYOpEiLy '
TIQLL/BLBEACLLGAY /7177777777777 1777777777777082@7 1A/ BLY/ ProdddLidsh)

4

ey
s
i

Royvalty Interest

1. (Royalties) X (Multiplier) = (Royalty Interest
Value of Natural Gas
Production)

PLUS
2. (Excess Acreage .. 7 _ ]
Above 125 Acres X (Rate per Acre) = .{(Value of Excess R
Per Well) o _ . . Gas. Acreage)

{g) YAISALIGA/LE/RELIGABA/RELESIEE [/ /44 /THS/ FE T
pEY/EdvE/ 0L/ AdE1gViEd/AEdEr v/ EREYY / B/ EEVAL /K
ANAUEL/ L4888/ DASHNENL/ PRy /ddv e/ Hinigd /£ R/ BAT£IPT 147/
B/VAIMALIGA/ 8P H@Aula/ For/ASd1dNdd/d1L/ Feédrvd
PYOPELLIEE/WILL/ P2/ A LEYRIREA/ ERAUELLF /DY / R/ T &k
COMMLESLOALY /SRS E/ Y S LEMET /BASLEL / /T RS/ TE#/ QORI S SALY
WLXL/Envivally /¢oviQuet/ &/ rediew/ DL/ D11/ AL EEndRE &
LLAVBAC ed/ AL/ AYRE/ L@ ER/ LA/ EL L/ ELTHY A LIV e/ EBURE L&
ta/deternine/ tNE/ dRAAAL/ 14ASE/ PAYMERE / pds/Acr 8]/ 4
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WELL/dé/ LR/ IgdE&/L@ym/ /THE/ T4/ CIMNIEEISAHEd /WITT
ALED/ EOABUCE/ A/ YEFLEW/ DL/ ADAL ALY /EoRpLetidrid/In/ ALY
BB/LBUALIZE/ A/ 18P0 LR/ ED/ LU /WEBE / VI GIALIA/ DEPAL LAgHE
GE/MIASE] /QEELEE/BE/PLIY/ARL/ AL/ /THE/ AEELgAEd

YEESY e/ MUTLIPLLdy/LE/LUE/ vt/ L/ LRE/pLdfdetdd
BAMMAY/ IAEERE/ L AR/ AY I/ £/ 12 g/ L@/ dLdddunidd
iA/EadN/yedt /b / &/ ¢dp I AL LZALIBA/ Lkl / /THE/ fégioné]
tRE/AAAMAY /I 22/ PymEnt /pdy/ddy e/ /1eddé/ fedd] /4hd
MALELPILEL/FIT L/ B/ peBLidNEd/ driddl Iy / LA/ 4/ LEpSY L/ BY
L/ T4/ Connideidneér s/ /THE/ TAL/Coitiid s gy /will
PEVIEH/EUE/PUBL LG/ donmig AL d/ ov/ LW/ Y eporL/Ehd/ présens
tUE/YEIUALI SN/ AR LSYRIAALISA/ £SY /AEBLgALA/SLIL/ Y EEEEANE
PESDELEY ]

(15} Valuation of Leased, Non-Producing Acreage. --

The value per acre of leased, non-producing acreage

shall egqual the annual lease payment per acre times

the multiplier.

A valuation schedule for leased, nen-producing

properties will be determined annually by the Tax

Commissioner on & countv-by-county basis. The Tax

Commissioner will annually conduct a review of oil
arnd/or natural gas agreements transacted at arms
length in all fifty-five counties to determine the
annual lease pavment per acre, as well as the lease
term. The multiplier is the sum of the projected

annual income. stream during the lease term discounted
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in each year by a capitalization rate. The annual
lease payment per acre, lease term, and nmultiplier
will be published annually in a report by the Tax
Commissioner and will be used to determine the
values for leased, non-producing propertv.

LAY 7 /YRIAELIoA/ SE/UAALLIGALA/PLT /REGELVAEL/ #+4
VAdddigried/ReEgeyvee /Wil /BE/FAIdEd /&Y /L UE/ ASRIAZY
YALE/PL/ELIDP/Ped/Addel/ /URELLigrdd/ reddrved/ will/ B
PLOPEYLIEE/OUEEIAE/ QL NG/ AV EE/ QL /POEAALLAL/ PLodud L1t
EE/ALEEARMIAGA/ B /EVE/ TEA/ CORMILETIdALY )/ /THE /T4
Cowmigg Ldhgdd /WILL/AAMMALLY / PUBLLIEN/ &/ LEPorY L/ ¢/ 1
LREIGHE/WRIGA/ @/ A8l fidd/ e/ MALedigvidd/ 1L
rEgerved/

(16) Valuation of Non-Leased, Non-Froducing Acreage.

I . . .
-~ Neon-leased, non-producing acreage will be valued

at the nominal rate cof $£1.00 per acre, but in nc

instance will any ©il and/or natural gas vroperty be

valued under $100. This category also includes any

plugged and abandoned acreage - 125 acxres per gas

wall, 40 acres per 0il well,

L1Y (17) Valuation of Wells that Produce Both 0il

and Cas. —- The valuation ¢f these producing wells
shall ke determined by use c¢f the methods described
iA/8/11/0% herein for cil and §/I1/0&/fd# natural gas.
SACIARIAG /LR E/VRALUG/ LY /bR ESAAL /DL Epeériy/Uded/ in
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Vorh/téithddd. These values/ Inclddivg/LHe/v41vé/dF
PEYESUAl /prdpérey{ shall then be summed to result in
the overall value of the oil and/or natural gas
producing acreage.
THE/TEA/CormMigg Lgngd /WLLL/ Andddlly/dériveé/ &vd
PUBLLIER/ &/ Lépdrt/ L/ e/ dverdgd/Yalué/ of/£hé/ pérédndl
PECPSYEY /A d/ IR/ BT/ ARE/ GRE/ DY ELALELSAL//THIE/ 4L
WILY/BE/BALLIPLIEA/ B/ LR/ Ahmbey /O L/ proddeiAg/ dnd
EVAEALIA/HE L&/ O/ KNG/ PrOpEr Ly /Ed/ dekddtiinié/ L1
OYEYrall/vEalve/¢L/perddhAdl/propedty/déed/ 1A/ ik
AAd/SL/MELALEAL/ gad/ prodde£ida )

(18) Annual Reports, =-— The Tax Commissicner will

publish an annual report for the wvariables to be
considered in arriving at the value of the specific

cil and/or natural gas related property. This

report will be filed with the office ¢f the Secretary

of State on or before JUlY/I Mav 3lst of each year,

followad by a 15 dav period for written pubklic

comment. The Tax Commissioner will review the

comments and present final variables and multipliers

to be used on or before July 1.

{18) Active Farm Properties -- The c¢il and gas

rights, that are part c¢f a "fee" estate where .the

use of the surface has cualified as an active farm,

will be valued in the following manner:
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() Where income or royalty 1s not derived

from the oil and gas rights the oil and gas

interest shall not be wvalued.

(B) Where income or rovaltv is derived from

the 0il and gas rights the oil and gas

interest shall be valued as follows:

{l1) Fee estates where the annual wholesale

value of farm commodities or products,

ig fiftyv percent (50%) cr more of the

usual annual gress income from all uses

of the propertv, shall be subisct to

farm use valuaticn. Thus oil and c¢as

interests shall not be wvalued under this

situation.

(Z) Fee estates where the annual wholesale

value of farm commedities or products is

less than fifty percent (50%) of the

usual annual gross income from all uses

of the property, the applicable oil and

gas values shall be added to the surface

farm use value,

{(20) Prégherty Reports —-- Pricr tc November 1 of

each vear the producer and cil and gas owner

will be reguired to file a report with the

assessor of the county where the cil and gas

propertv 1s assessed. These reports will be

Page 31
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designed by the State Tax Commigsioner so that

information pertinent to the valuation of such

producing property, leased non=-producing

property, and non-leased non-producing property

will be repcorted by the o0il and cas producer,

lessee, and owner. , .
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General. . e e
(1) Other active naturzl resource interests, such

as limestone, fireclay, dolomite, sandstone,

shale, sand and gravel, and salt are some of the
several estates in real property which may be
owned either as a separate interest, or in con-
junction with other interests, usually as fee
ownership or as minerals ownership. If the other
active natural rescurce. interest is owned as a
separate estate, either absoclute or as z leasehold
interest, West Virginia property tax law reguires
such ownership to be listed, wvalued and taxed
based on its true and actual value,

(2) ther West Virginia natural resource inter-
ests, such as lead anéd zinc, manganese, iron ore,
radiocactive minerals, and oil shale, which at
present are not keing actively mined shall be
valued in accordance with this regulation, when
such interests are separated from the fee interest
or begin being leased or actively mined.

(3) These other natural rescurce interests may be
owned without being mined. These other natural
resources rights may exist where the natural
resource is not actually preseni, or where the

natural rescurce is unmineable or mined ocut.
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(4) For valuation purposes, +thils regulation
classifies other natural rescurce property cwner-
ship into the following catesgories:

(A} Active

(B} ZAétiv¥é Reserves

(C) Idgcitive/Régdryésd Unmineable

(D) Mined=-Out/VAniddéplé/Barren

(B) Definitions.

(1) Acres Mined. -- Acres mined per year is the

average annual producticn as defined in section

11.08(b}YL4Y (3) of these rules divided by the

product of the thickness in feet of the natural
resource seam being mined as detailed in mining
permit reports times the tons per acre fooix, as
set out below, times the recovery rate according
to the actual recovery of the natural resource per
acre belng experienced at the mining operation.
For use in these regulations the following

in-place tons per. acre-foot figures will be used:

Limestcne 3,600 tons per acre foot
Sandstene = 3,500 tons per acre foot
Clay and Shale = 3,050 tons per acre foot
S5and and Gravel = 2,400 tons per acre foot

Salt = 2,950 tons per acre foot

Average Annual Production i Annual
Thickness x Tons Fer Acre Foot ® Recovery Rate = Acres Mined
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{2) Active Mining Properiy. —-- This term refers

to the mineable AAd/mér¢Hér£4dPI€ natural resource
on a parcel iInvolved in a mining coperaticn. For
the purpcses of determining active mining property,
all contigucus parcels, VAAEY/dAE regardless of
cwnership, ¢Y/dwieéd/dy/Ied4ed/By/IALr4r8l41ad
PASIALEEEE/BL /IAQIVIAUAT L/ dUALL/ B/ L Sd¥RA/ A2/ drid

pa¥eéé¢l that are under lease or involved in the

permitted operation shall be treated as an active

mining parcel. The active mining acreage of any

natural resource or resources on a parcel shall be
calculated by multiplying acres mined times the
deterniined life of the mine. If this calculation,
however, results in an acreage figure that is
higher than the totzal mineable acreage of that
natural resocurce on that parcel, the lower figure
shall be used. This calculaticn shall be made of
each "other natural resource® activity being mined
con the parcel.

For use in these regulations, the maximum
active mining property fér each natural resource
will be as follows:

(A) Surface Limestone. -- The active mining

property of a surface limestone mine shall be .
derived by multiplving #ER/{168Y five (5)

years times acres mined.




State Tax Department

Title 110
Series 1

(B) Deep Limestcne. -- The active mining

property cf a deep limestone mine shall be
derived by multiplying fifteen (15) vears
times acres mined.

(C) Sandstone. -- The active mining property
of & surface sandstone mine shall be derived
by multiplying £4€4/(18Y five (5) years times
acres mined,

(D) Surface Clav and Shale. -- The active

mining property cf a surface clay and shale

mine shall be derived by multiplving #£&#/{10Y

five (35) years times acres mined.

(E) Deep Clay and Shale. ~— The active

mining property of a deep clay and shale mine

hall be derived by multiplving fifteen (15)

)]

vears times acres mined.

(F) Sand and Gravel. =-- The active mining

property of a sand and gravel mine shall be
derived by multiplying ¥£A/{18Y five (5)
vears times acres mined,

{G) Salt. -- The active mining property
arcund each salt well shall be & maximum of
35 acres. After a well's first vear of
production, active mining property shall be
derived by subtracting acres mined from the

35 zcres.
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AZY//RELive/Reédedveg !/ A+ /TRIE/Lerm/nednd /dAd
IAEIARE S/ ERE/ERLIr e/ YELid ML/ dd i ddgd/ L/ L1 e
mingable/did/ vigr ERdnt a1/ AALUr AT/ eddvirde/Being
MiABd/IA/SALEE8/ DL/ ENE/ AL IV /RLALAG /PLOPELEY |/ BY
g/ Avribés /ot /dcred/ et iespordding/£8/ 28/ 4Edr g
Lindg/tHe/dcr g/ RiAdd/pes/YEad/ I/ 1LI0ELBY ALY T
WALEAEYEY/ig/1edel

LAY (3) Average Annual Production. == The

average annual rate of natural resource produc-
tion, IA/LQRE/PEY/Li8¢d)/edd]/Erding/ dvine/20LR/DE
SEACR/ LAY SAZAY /¥edY ] is determined by a weighted
average of the three (3) years Ag¢f producticn,

that has occurred between Julv 1l and June 30 of

the most current fiscal years.

The weighted average shall be determined by
multiplving the most recent year's prcduction by
.4, the previous two (2) years production multi-
plied by .3, and the resulting three (3) figures
added together to arrive at the average annual
production., However, if there is no production
during the most recent fiscal year then the
property will not be valued as active mining
property fLor that year.

Where there has been no production during the
second or third most recent fiscal vear, the

production for the current year will be factored
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by .5 and the production for the earlier fiscal
vear in which prcduction existed will be factored
by .5 and the resulting two figures will be added
together to arrive. at the average annual produc-
tion.

If there was no production in both the second
and third most recent fiscal years then the
production for the most recent fiscal vear will be
factored by 1.0 and the resulting figure will be
the average annual production.

ABY (4) Barren. -- This term means and includes

those properties where other natural resource
rights are separately and/cr individually owned,
and the existence of anv natural rescurce has not
been established.

L&Y (5} Capitalization Rate. -- A rate used to

convert an estimate of income into an estimate of
market value. [For further explanation see
section 11.08(c) (1) (H) of these rules]
ATY//IABCELINE/ RELEBYASEEL /47 / IAAGHIVE /Y EESYVed/ 41 d
ERoed/AZLUL AL/ Y2 EDULER/ACHE8/ BY / PBLELAHE /L HEVESF
WALER/ &A@ /RIALARLE/ AN/ eV ENANLABLE/ BUL/ E¥ e/ id¥
ACELVE/RIALIRG/ DY SPELEY/ OV /ELLIVE/ P BEEYHEE/

LY (8) Life of Mininc Operaticn. -- The life of

the mining operation {in years) shall bs equal to

the active mining property acreage divided by
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acres mined., The maximum mine life shall be ##&#
A18Y five (5) years for surface mines inveolving
limestone, sandstone, ¢lay and shale, and sand and

gravel, #nd ten (10) vears for wells used in the

production of salt, and f£ifteen (15) years for
deep mined inveolving limestone, and clay and
shale. In calculating the years involved in the
life of active mining property, all fractional
figures will be rounded to the nearest whole
number.

£3Y/ /N eHardrddle /WAL XAl /RELQUbEE /44 / R/ RS eranLdlb L
AELAY AL/ Y EEBUYeE/ 1/ oRd/ QLA LALYILY /AL BELER/ 8%
EAlE/And/cAA/AEMALL Y/ 0e/ EBTA/ AL/ A/ pELELL] /dL /WHIER
LE/SXELALEEA/ FY /dde/ I/ L/ dAUfdctdre/dE/dLERey
RESAUEEE/ L& igl i/ E2LE/ Loy /U /iA/RAKIvg/pALnE/ ERd
cReEnigalEy

A18Y {7) Mineasble Natural Resource. -- A fiirdgdplé

natural resource Ig/ové/WALEWN/EUIA/ b/ proFiLtadbly
NIAER/ By / Judididvid/méLidde which is so situate

that 1t mavy be mined using generally accepted

mining practices and suitable eguirment and which

is of such guality so as to be commercially

saleable {(as either a mined natural rasource or as

a recoverable reserve).

A11Y (8) Mined=-Out. -- A natural resource, or any

portion thereof, determined to be depleted by
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pricor mining coperations, and which is not mineable

ARA/ASYENAALEAYIE by modern technology.

AI2Y (8) Mining Operation. -- This term shall

mean an enterprise engaged in actively obtaining
or preparing to obtain a_ natural resource or 1ts
by-products from the €arth's crust, including
underground, surface and auger mines., Each mining
cperaticn may have meore than one area designated
as "Active Mining Property' as defined in Section

11.08({(b) (2) of these rules. This designaticn of

"Active Mining Property” areas shall be determined

as follows:
{i) If the mining operation 1s producing a
natural resource from a2 Department oI NWatural
Resources or Department of MiWgsd Energy
permit, then that operation will ke designated
an "Active Mining Property." However, 1f the
mining operation is producing Irom more than
cne natural resource under a Department of
Natural Resources or Depariment of Hir#g
Energy permit, then each active natural
resource will be designated as an "Active
Mining Property."
{(ii) If the mining operaticn is producing a
natural resource at different locations,

portals and/or faces under cne specific
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Department of Natural Resocurces or Department
of MiAéd Energy permit, then that ocperation
will ke designated as one "Active Mining
Property." However, if the production cf the
natural resource inveclves different mining
technigues (e.g., surface, auger or deep
mining methted), or if minine sites are
separate and generally independent, then such
sites will be designated as separate "Active
Mining Properties.”

LI13Y (i0) Multiplier. -- This term shall mean the

"oprasent worth of one per. period" Zor the life of
the mining operation empleying the capitalization
rate determined in secticn 11,08 (¢) (1} (ZY (H) of

these rules, as determined by a standard mid-vear . o

1ife Inwood table.

(11) Recovery Rate. -- This, which is alsoc known

as mining height, is the percentage of the natural

resource thickness that is economicallv reccvered

through the mining process.

{12) Reserves. -- Reserves are those natural

regQurce acres or porticns thereof, which are

mineable and contain recoverable natural resources

but are not active mining propertv.

ALAY {13) Royalty Rate. -- The rovalty rates

determined annually by the Tax Commissiocner are
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{c)

the current market royalty rates for arms-length,
willing-buver, willing-seller, transactions for
each of the different types of natural rescurces
and types <¢f mining operations derived in section

11.08(c) (1} {BY (F) of these rules. The rovalty

rates are deemed to be paid to esach owner of a
natural resource.estate for all actively mined
property,

(14) Thickness. =-- This, which is alse known as

the natural rescurce or seam height, is the

measurement of all the visible natural resource,

including any thinner resocurce strands (splits)

seen above or below the main block.

"

(15) Tons Per Acre Foot. —-- This is the outcome of

the calculaticon used in converting a natural

resource's specific gravity intoc a guantity

meagsurement.

AI3Y (1é) Unmineable Natural Resource, -- A

natural resource which is not mineable Z#Ad

HErERARY2dYTIé as defined above.

Valuation Methods.

(1) Methed for Determining Value of Active Mining
Property.
(A) General. -- The value of active mining

property shall be the &AVErd¢e/AVvddal/BrI3ueEEidn

tingd/ A/ foydlEy/Fdtd value per active acre




State Tax Department
Title 110
Series 1

times A/Mdléipliéé the amount of active

acres. In no case will the active mining
property be valued at less than its value as
iAZ¢Yivé reserve property.

{B) Value Per 2Active Acre. =-- The value per

active acre isg determined through the following

formula:
Thickness
X Tons per foot acre
x Recovery Rate N
b4 Multiplier '
+ [Mine Life (yrs.)]] = Value per Active Acre
(C) Thickness (ft.). —— See definition in

Section 11.08(b){14) of these rules.

(D) Tons Per Foot Acre. —— See definition in

Section 11.08(b) (15) of these rules, and

actual tons per natural resource in Section

11.08(b} (1) of these rules.

(E) Recovery Rate. -- See definition in

Section 11.08(b) (11) of these rules.

LBY (F) Rovalty Rate. —- For use in the

formula prescribed by this regulation, the
royvalty rate{s) will be determined for each
of the different types ©0f natural resources
and types of mining operations. These will
include specific rovalty rates for (1)
limestone (dolomite) surface mine; (2)

limesteone (dolomite) deep mine; (3} sandstone

-] 1=
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(industrial) surface mine; (4) sandstone
{aggregate} surface mine; (5} clay and shale
surface mine; (6} clay and shale deep mine;

(7) sand and gravel surface mine; and (8)

salt wells. These rovalty rates shall be
established annually by the Tax Commissioner
after review of recorded, willing seller-
willing buver arms-length natural resourcs
property leases that have occurred in the

State of West Virginia during at least the
gigWE/ LBY five (5) vears [AWI//YAI/CoA&/8/TLAL1A+BY
prior to appraisal date, and through iInspecticn
of other appropriate information. This

da

che

-

review will place a greater emphasis on
infermation and leases transacted during the
most recent years., For those natural resources
that are not involved in any recorded lease
agreements, the Tax Commissioner will derive

a rovalty rate through surveys conducted with
private appraisal and/of engineering ccmpanies,
data provided by the West Virginia Geolocgical .-
and Economic Survey, West Virginia Department

of Natural Resources, West Virginia Department
of Mi#dé Enexrgy, West Virginia Department of
Highways, and other appropriate information

from the specific natural resource companies

-12-.
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involved. The Tax Ccmmissioner will maintain
and publish this survey (report) of rovalty

rates (which will include the preliminary

rates) on or befcre Maféh May 31 of each

vear; will accept written public comment on
the survev until MAyY/1 June 15 of each year;
and issue final rovalty rates on or before

-

July 1 of each vear. This survey of royalty
rates will be constructed to indicate the
following: (1) county in which leased
property is located; (2) deed book, page
number; {3) lessor-lessee; (4) date recorded;
(5) acreage involved; (6) type cf mining
operation; (7) consideration; and {8} a
narrative on rates derived for those non-
leased natural resources. From this survey,
+he Tax Commissioner will select the rovalty
rate(s) that best typify such transactions.,
In order to convert percentage rovalty rates
into épecific value perAton rates, the Tax
Commissgicner will conduct a review of the
specific natural resource selling prices in
West Virginia by regquesting such information
from private purchasers, State Department of

Hichwavs, and West Virginia Geological and

Ecconomic Survey, as well as other informative

-13=
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sources avallable and select specific selling
price rate(s) based on prices best typifving
activity in each appralsal year. The selected’
selling prices per ton when multiplied by the
percentage rovalty rate will result in =2

price per ton rcyalty rate factor.

(G) Amount of Active Acres., —-— The maximum

amount of active acres are described in

Section 11.08(b) (2) of these rules.

AZY (H) Capitalization Rate. ——- This capi-

talization rate will be developsd considering
the techniques found in general practice in
the appraisal profession when developing an
income appreoach valuatilion estimate. EBelow is
a listing of terms and definitions employed
in developing varicus capitalizaticn rate
indicators.

{1} Definitions.

(i) Bands of Investment Discount

Component, -- A discount rate
derived by assigning rates to
various debt and eguilty invesitment
financing tiers and summing these
rates, welghted by their respective

percentages of total financing,

-14-
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{ii) Discount Component, =—-- A rate. , -

reflecting a provision for return-
ing to an investor a sum of meney
equal to the aggregate of the
anticipated return-on-investment
over the economic life of an
investment.

{(1ii}) Economic Life Method of

Recapture. -- A method of develop-

ing a recapture rate_ by estimating -
the period of time an investment

will produce a return and estimat-

ing an egqual periodic rate c¢f

recapture oif the investment over -

this return period.

(iv} Management Rate, -—- A rate

reflecting a return to. an investor
for the management of similar
investment portfolios,

(v} Market Compvarison Discount. ==

A discount rate derived by dividing’
income net of the rscapture cocmpo-
nent and vproperty taxes by the
arms~length selling price cf the

property.
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{(vi} Market Comparison Method of

Recapture. =-- & recapture rate
estimated by dividing income net of
the discount component and property
taxes by the arms-length selling
price of the prcoperty.

(vii) Non-Liguidity Rate. ~-= A

rate reflecting a return to an
investor representing the loss of .
interest on an investment arising
from the time reguired to sell the
investment.

(viii) Property Tax Compcnent. =- A

razte reflecting a provision for
returning tc an investor a sum of
money egual to properity taxes paild
over the economic life of an
investment.

{ix) Recapture Component, —-- A rate

reflecting a ?rovision for return-
ing te an investor & sum of money
equal to his investment.

{(x) Risk Rate. -—- A rate reflect-
ing a2 return te an investor neces-

sary to attract capital toc an
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loss of principal and/or interest.
{(xi) Safe Rate. -~ A rate reflect-
ing a return to an investor on an
investment which has little, if
any, livelihood of leoss of princi-
pal or anticipated return on
investment,

{xii) Summation Discount Compo-

nent. —-- A discount rate expressed
as the aggregate of a safe rate,
risk rate, non-liquidity rate, and
management rate.

(2) Discussion, —- The capitalizaticn

rate as defined in section 11.08(k) &Y

{5) of these rules will be dstermined

annually by the Tax Ccmmissiconer through
the use cf generally accepted methods

for estimating such rates. The rate so
developed will conéider a leveil-terminal
income series which is indicative of
active mining properties. The capitaliza-
tion rate used to value active mining
properties will be developed giving
consideration to the following three (3)

approaches:

—17-
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Disccunt Component

(i} Market Comparison. --

Sufficient sales data permit-
ting, the market comparison
technigue will be employed as
the primary indicator for an
apprepriate discount component.
The market compariscn discount
component will be developed by
dividing aggregate royalty
rate income streams adjusted
for recapture by verified
recorded arms-length sales
transactions for active mining
properties which have occurred
in the State of West Virginia
during the @IgRE/LBY five (5)
vears [Wi{/¥a//Code/8/I1+1A+3Y
prior to the annual appraisal
date. The market compariscn
discount component selected
will ke based upocn those rate
indicators best typifving

activity in this £i4HE/L8Y

five (5) vyear reseaxch period.

In selecting the disccunt
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component greater emphasis
will ke given tc information
from arms-length sales occur-
ring during the most recent
years of the study.

{ii)} Summation Technlcue. =--

In the absence of sufficient
data to statistically support
primary consideration cof the
market comparison technigue,
the summation technigues will
be given primary consideration.
The summation discount ccmponent
will be developed reflecting
the follewing four (4) major
sub-components:

(1) Safe Rate

(2) Risgk Rate

(3) Non~Liguidity Rate

(4) Management Rate

The "Safe Rate" will be
developed through review cof
guarterly interest rates
offered on thirteen (13) week
United States Treasury Bills

for a2 period of three {3)

=19~
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years pricor to the appraisal
date. The "Risk Rate" Will be -
developed through review of
data resulting from an annual
survey of lending institutions,
such survey reflecting interest
., rates required on loans for

acquisition and/or develcopment

of natural resocurce properties.
This survey will be conducted
for a three (3) year period
prior to the appraisal date.
Resgults of the survey will be
compared Lo guarterly interest
rates cffered on thirteen (13)
week United States Treasury
Bills for the same three (3)
year pericd. An interest
differential will then be
selected:representing the
"Risk Rate."” The "Non-
Ligquidity Rate” will be
developed through an annual
survey to determine a reascon-
able estimate of time that
natural rescurce properties

remain on the market before

-20-
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(b)

being gold. The market . time
thug determined will be used
to identify United States
Treasury Bills with similar
time differentials in excess
of thirteen (13) week Treasury
Bills. The interest differen-
tial betwsen these securities
will be deemed to be represen-
tative of the "Non-Liguidity
Rate." The "Management Rate"
will be deaveloped through a
survey of investment firms to
identiZy charges fox the
management of investment
portfolics.

{(iii} Bands-of-Investment., —--

Data permitting the Bands-of-
Investment technigque will be
consideréd in conjunction with
the two {2} previously men-
ticned discount estimate
components.

Recapture Component. -—---

Selection of a multiplier will be

accomplished through access of a

-21-
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standard mid-year life Inwood
table, The Inwood takle has a
factor for recapture built into the
takble ccefficients. Inclusion of a
recapture component in the capi-
talization rate is therefore not
appropriate.

(c} Property Tax Component. =-- The

effective property tax rate will be
estimated by multipliying the
agsgessment ratio by the average
statewide levy rate for Class III

preperty. At the present time,

research indicates +hat the natural

resource property tax is paid by

the property owner with no addi-

tional compensation from the

producer. Thus, since property

taxes are part of Revalty Rates,

this component will be used in the

e
capitalization rate. However, iFf

this described general practice

changes, (property taxes paid by

producer) then the use of this

component will be deleted.

20~
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(3) The surveys referenced in Section

11.08(c) (1Y A2y {(H) {2} of these rules

will be conducted and tentative results
published by the Tax Commissioner on or
before MA#d# May 31 of each year.
Public comment on such surveys will be
accepted until MEY/XI June 15 of each
vear, and final results will be issued
on or before July 1 of each year.
A2Y//VALAELIOH/BE/ RELIYE/RESEFTV S/
ARY [ /@EASLALL/£4/ TR/ HALUE/ BE/bELH/ 21/ BE
ACEive/PEddrved /ERALL/ PR/ SREFEEALA/ BT/ ERE/ po¥
AGrd/$ATUE/ BE/ ACLI¥E/RIAIAG/ BLEBELEY S
ABY/ /PS4 /BEre/VAIRE/ OF/RELIVE/ NINIAG/BEEREL LY ]
At PEL/AGLA/ VELLR/BL ) ACELFE/RIRLAG/ BLSLRLEY
BEUATE/ LR/ FATUE/ GE/ ACLIVA/NIAIAG/ PLEDRL LY /A&
Adddy IBed/iA/ 8/ TLLDBALY ALY /A1 1A4d/ Y/ LR
AURBEL [ BF/AdrEs/ LA/ £RE/ ACELFE/RIRLAG/ PLoperty !
LTY/ /1A ERE/ SYERE/ LRAL/ KRS/ AGFIVHE/ FEEd¥Hd
PALGE/DEY/AGrE/ Id/ LESE/ EAAR/ R/ LRELELIFSE
FRESAVE/ VALUE/ PEr/ AELE) LR/ LAAGEIvE/ FEEdr ¥

FALUS/ pEY/ACrE/WILL/BE/vhded/

{2y (2} Valuation of IWd¢iivé Reserves, =--

IvAFLiv¥éd Reserve values for limestone, sandstcne,;
c¢lay and shale, sand and gravel, and salt shall be

determined anntally by the Tax Commissioner., This
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determination will be conducted by the Tax Commis-
sioner after review of recorded willing seller-
willing buyer arms-length natural resource property
sales that have occurred in the State of West
Virginia during at least the @igR£/[(8Y five (5)
vears [W(/YE&l{/C¢dé/%/11+1&42) prior to the appraisal
date, and through inspection of other appropriate
information. This review will place a greater
emphasis on the information and sales transacted
during the most recent years. For those natural
resource properties which are not involved in any
racorded sale agreements, the Tax Commissioner

¥i11¥ may also derive the valuations through

gUrvéys reviews conducted with private appraisal
and/or engineering companies, data provided by the
West Virginia CGeological and Eccnomic Survey, West
Virginia Department of Natural Resocurces, West
Virginia Department of Mifééd Energy and the West
Virginia Department of Highwavs, and other appro-
priate information as reguested from the natural
rggource owners or producers. The Tax Commissioner
will maintain and publish this survey (report) of
idgétivé natural resource property sales on or
before MAXEH May 31 of each vear; will accept
written public comment on the survey until May 1

of each year; and issue the final values per acre
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on or before FUX¥/1 June 15 of each vear. This
survey of Iddé{ivé reserve natural resource sales
will be constructed to indicate the follewing: (1)
county in which the property is located; (2) deed
book, page number; (3) grantor-grantee; (4) date
reccrded; (5) acreage involved; {(6) natural -
resource involved; (7) consideraticn; (8) considera-
tion per natural resource acre sold and (9) a
narrative on values derived for theose natural
resources not involved 1n saleés. From this
survey, the Tax Commissioner will select the
values per acre for each natural resource that
best typlfy such transactions.

RIS/ 28/ partL/df/ER1E/ LSV IS ]/ ERE/TAA/Connthids
Bl r/Will/¢ondldéd/LRE/SLELEE/QE/ IV Eivé/mINLvd
prdpertiéd /belig/AdACdAL /E£d/ A Liveé/minihg/ prop+
EYEi¢d/Avd/ ddLivE/ fEEervee/In/defdrmnininag/valvéd
UAdRY /LVid/ dddtiond

(3) Valuation of Unmineable Other Natural

Regource Properties., —-- Properties in this category

shall be valued at £1.00 per acre.

(4) vValuation of Mined-Cut/¥Unnid<iBld/Barren

Other Natural Resource Properties. -- Properties

in this category shall be valued .at $1.00 per

dUrféddé acre.
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{(5) Total Natural .Resource Valuation. =-- The

total natural resdurce valuation for any natural

regource parcel will involve the value for all

active acres, all reserve acres, all unmineable,

and a2ll mined out/barren acreags. Howaver, the

total value for any natural resource parcel shall

not be less than $100,00.

L8Y (6) Summary of Valuaticn cf Methods.

Table 5 - Valuation of Cther Natural Resources

{A) Properties WILH/MIVEABIE/MEYERAREAVIE

that involve natural resources shall be

values as follows:

AEPive/MIAIAE /REddd

ARV ELAGE/RARAEL/ /7777 /77T ARBFBLLAL S/ /777 7777777777777777 ARGEL4E/RALALAT
IWALAY B /RESOALEE/ [/ R/ TIRELSB/ /777 /KT T AMBIEIPLIGEY / -/ [ REEDULES/REZT
[REDAACLLGA LA TEAGY /17 7/ RELITSRY /777777777 77777777777/PLopdLiy/YELvaY

AELive/Reéderye/REyed/ (PEYL/ QL /RELiv e/ Qe dL 1oAY

PP77TT 7T KRR/ RELE/HBIAE/ [/ /71777177777 AREELHd ] Ry vé
77T TR 7T BE/REELAE/ALIAL/ /7R /IO J#/ [/ DEREE /REFUL AT

FRELEEY /177777777007 LAG/PEGRELLSY [/ /7177777777777 RéEdUrdd/REAL

LEELTP77 7700770707700 700700777777 777777777770770070777770777777Edgdtisy

Inddtive /RELEY Ve /Rered/ ALEEEed/ oY /PErmitied/Bevdd/ A/ Wb/ Miningy

ATSLAL/IARELINE/ [/ /77 7/ ALREELLA G/ REERLTR//// /77777777 ALAddtivd/Rédddve
I RESELVE/RELELY [/ /7 /K7 IYBLLS/PELIREL@Y [/ /7777777747 7/ CER&r /WE¥Ur&Y
PILLTT P77 LT i i 7777077777077 77777777777RéEdhydsd/Ré&AY
LELTT7TT 7000770000000 7 7777777777777 7777777777/ BYopdtdy/HaTugy

ATSEAL/ 7/ /777777
/RELLVE/RELBYFE/

BT T
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Active Mining Property

Value pexr Active Acre X Active Acres = _Active Natural
Resource Real
Property Value

Reserve Property

Per Acre - ' Resarve . Reserve Real
Reserve Value X Acres = - Property Value

Unmineable Property

Unmineable Real

$1 per acre X  Unmineable Acres 7
Property Value

Mined Out/Barren Property

$1 per acre X. Mined Out/Barren = Mined Cut/Barren
Acres i Real Property Value

LBY 1 /AIRRAABUL) /AARIAZGADIE / AAA/ AL PR/ AEEAL AL
LEEQULER/PLOPEYLIEE/ENALL/ BE/HALUEA/ E¥ / Frid
ARLLAL/ABTLQOY /DBy /EdrEddd/ddré]

AZY (B) The total value for the natural
resource properties will be the sum of the
value of the active mining propertv/(iY,
detiveé reserves, fHE/IAECEIVE/FEEd¥vdE and
the mined-cut/unmineable/barren acres.

ABY (C)  If cther real property interest are
owned in the natural resource acreage, then
the value of those additicnal interests shall
be added to the total walus of the natural

resource properties to arrive at the total

real property value,
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A8y (7) Leasehold Interests. —— These regu-

laticns generally attribute the value of the
natural resource to the owner of the value of the
natural resource to the owner of the natural
resource property. In those circumstances,
however, whare the owner of the property is
subject to a lease reguiring the owner o permit
mining at royalty rates substantially below
current market values, the owner may petiticn the
assessor, and on appeal, the Tax Commissioner, to
attribute a portion of the wvalue ©of the coal
determined by this formula to the leaseholder.

{8) Active Farm Properties. -~— The natural

rasource rights, that are part of a "fee" estate

where the use of the surface has gualified as an

active farm, will be valued in the following

manney:

{2) Where income or rovalty is not derived

from the natural rescurce rights (natural

resource rights net leased cr non-producing)

the . natural resource interest shall not be

valued.

(B} Where income or rovalty is derived from

the natural resource rights (natural rescurce

rights leased or producing) the natural

—-28-
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resource interest shall be wvalued asg follows:

(1} TFee estates where the annual

wholesale value of farm commodities or

products, is fifty péercent (50%) or more

of the usual annual gross income from

all uses of the property, shall be

subject to farm use valuation. Thug,

natural resource interests shall not be

valued under this situation.

(2) Fee estates whers the annual

wholesale value of farm commeodities or

products is less than fifty percent

(50%) of the usual annual gross income

from all uses 6f the propertv, the

applicable natural resource values shall

he added to the surface farm use value.

(9) Property Reports. —- Prior to November 1 of

each year the producer and natural resource owner

will be reguired to file a report with the assessor

of the county where .the natural resource property

is _assessed. These reports will be designed by

the State Tax Commissiconer sc that producing

properties will be reported by the producer (with

authorization from natural resource owner).
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T WIEST VIRGINIA LEGISLATURE
' - LEGISLATIVE RULE- MAKING REVIEW COMMITTEE
Room M-438, State Capitof

NOTICE QF ACTIONS TAKEN BY LEGISLATIVE RULE-MAKING REVIEW CCMMITTER

Ken Hechler, Secretary <f State, State Register

Michael E. Caryl, Commissicner

State Tax Department

State Capitol '

Charleston, Wv 23305 ,

FROM: legislative Rule~Making Review Committee

PROPOSED RULE:

Appraisal of Property for Periodic Statewlde
Reappraisals for Ad Valorem Property Tax Purpose

‘the Legislative Rule-Makirg Review Clcmnittee reocmnends that the West
Virginia Legislature:

1,

2

3.

4,

5.

Authorize the agency to pranulgate the Legislative Rule
(a) as or inally filed —
(P) as modified by the agency X

autheorize the agency to pramulgate part of the Legislative
rule;ha statement of reasons for such recomerdation is
attached. *

Authorize the agency to pramulgate the Isgislative rule
with cartain amendments; anendments and a statament of
reasons for such recamendatlon is attached,

Authorize the agency to pramulgate the Legislative rule
as modified with certain amendments; amendments and a
statement ©f reascns for such recamnendation is attached.

Recommends that ths rule be withdrawn; & statement of
reasens for such recamendation is attached,

Pursuant to Code 29a~3=11{c), this notice has heen f£iled in the State
Reqister and with the agency proposing the rule,

ce: John Montogmery, Esquire

Tax Department



