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SUBJECT: Proplefty Tax - State Tax Commissioner's Statement for the Detesmiaation 
of Production Deche Rates for Producing Oil and Gas Properties for 
Property Tax Purposes for Tax Y m  201 1, P w t  to 5 110 CSR 1J-4.4. 

On August 24, 2010, the State Tax Department ailed valmtiion variables to be used in 
canjunction with the legislative rule for the appraisal of oil and gas properties, (See: 15 11 0 GSR 
IJ-1, et seg.) This notice will address one of the variables, the production decline &(s), setting 
forth the procedures used in developing the rate(@ for Tax Year 20 1 1. 

DISCUSSION 

The income sham generated from a producing oil or gas well is directly dependent upan 
the quantity of the naW resource produced fiam the welL Once drilled an oil or gas well will 
experience a sharper production decline, typically for the first two (2) years of production. This is 
known .as flush production. Thereafter production decline levels off iuto what is known a settled 
production The rate af production deche is dependent upon the physical leeation of the well and 
the stmtigraphic fannation(s) from which the well is producing. 

The West ViP@a Geological and Economic Survey ("Survey") has in past years created a 
database that contains well-by-well production data by producing formation(s). The Tax 
&-at conmcted with the S w e y  to develop an analytical model to plot production d e c h e ~  
by locatiodfomation throughout the State using data available at the time of the contract. 

The Survey has divided the State into ten(I0) regions bit cofltilin similar oil and gas 
geological chmcteflstics, A map of the State depicting each of the ten (10) regions and a complete 
list of the oil and gas decline rates can be found in the above referenced variables hied on 
August 24,2010. 

The appropriate proddon decline mte(s) me applied to individual well gross receipts to 
develop a probable future incame series for the ~spective wells. The incame streams &om these 
wells are then discounted to present value, 
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For more infomlation concerning the developinent of oil and gas well production decline 
rates contact the State Tax Depa~-tl~lent at (304) 558-3940. 

Issued: 

State Tax   oh missioner 
West Virginia State Tax Departnlent 

Stare Tax Department 
Property Tax Division 
P. 0. Box 2389 
C'harleston, WV 25328-2389 

Operutor on Duty S:3O an1 - 5:00 pm 
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