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Exhibit 6-5 is the result of subtracting the areas of net loss identified in the surface
sales analysis (Section 4.4) from the coal value. The procedure is used to show any areas
where surface value loss that may be related to mining exceeds coal value. These would
be areas where coal mining resulted in a net loss in tax revenue. As discussed earlier,
assuming that losses at the surface are related to unrepaired damages, the losses should
be transitory. Therefore net gains by assessing the active coal at high values should offset
any loss in surface tax revenue. As shown on the map, there are no areas in either county
where there is a net loss in taxable value.

Coal Value compared to Net of Sales Comparison
Coal Value - (Sale - County Value): Mining Areas Only

Cwer $5,000,000 Gain
$1to 5,000,000 Gain
Up to $1,000,000 gain
Mo Gain or Loss

Met Loss

Exhibit 6-5
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6.3 Conclusions

In active longwall mining areas it was shown that the coal has more taxable value
than the surface properties. Therefore, the money contributed to the tax base from mining
more than offsets any tax revenue loss due to surface property assessment reductions.
The affect of longwall mining on surface property value is a site-specific phenomenon,
changing some individual property value and not others. While the taxes generated by
mining are temporary, so to are surface property assessment reductions if coal company
compensation money is used to repair the surface.

Longwall mining operations are taxed higher per acre than most other properties in
Greene and Washington Counties. Coal taxes are based on the market value of coal and
the quantity of minable coal in place. Not only does longwall make up for loss in property
value, it does this at a greater rate than older methods of mining.

Northwestern Greene and southwestern Washington Counties are highly dependent
on coal as a tax base. Nearly 60% of the taxes are from coal property. Loss of longwall
revenue to these counties would be devastating to county, school district, and municipality
income. In areas with longwall mining, coal taxes make up the majority of the tax base.
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7.0 LONGWALL ANECDOTAL INFORMATION (MEDIA REPORTS)

As longwall mining reaches more populated areas, the undermining of existing
surface structures becomes inevitable. Damage to these structures will occur with severity
depending on the width-to-depth ratio of the underlying mine panel and the position of the
surface structure in relation to the panel. Historically, emergency subsidence claims to the
U.S. Office of Surface Mining, Reclamation, and Enforcement (OSMRE) have all been over
abandoned room-and-pillar mining. Exhibit 7-1 shows the distribution of these claims in
Washington and Greene Counties. Many of these claims are related to the deterioration
and collapse of pillars in old room-and-pillar deep mines that have been abandoned for 50
years or more.

A review of longwall mining in Washington and Greene Counties indicates most of
these mines have avoided urban areas, particularly in Greene County. In Washington
County, denser population and shallower overburden combine to produce more subsidence
events. These events are reported in the media with the effect of dramatizing the severity
of individual impacts. While individual events may be severe and have real and significant
impact on individual homeowners and landowners, they become much less significant on
a countywide scale. The subsidence events are generally reported in the media with
headline status, but the same media fail to report mitigating factors along with repairs and
restorations made by coal companies. Therefore, care should be exercised in reading such
reports as more than often they only tell one side of the story. Coal company compensation
data analyzed in relation to property values and reported in this study suggest that coal
companies are paying fairly, if not more so, for longwall-induced damages, as required by
law.

Longwall mines currently experiencing conflicts with surface structures are the 84
Mine and the Maple Creek Mine, both in Washington County. Maple Creek has announced
closure in 2002 and will open new operations at its adjacent New Century Mine. The 84
Mine has experienced major subsidence problems as it moved southward in Washington
County in South Strabane Township. Here it had to contend with undermining three major
highways: State Route 136, Interstate I-70, and U.S. 40. In 1996, the 84 Mine was blamed
for damage to Route 136 forcing closure of the eastbound lane and damage to a 30-inch
water line. By late 2000, the mining had progressed south of |-70.

Alignment of the surface roads with the panel orientation has a significant bearing
on the potential for subsidence damage. In the Route 136 instance, the major surface
damage occurred where the road ran parallel to and over the underlying panel. In the I-70
passage, the parallel road segment was situated over the gate entries and crossed the
panel at a sharp angle, limiting exposure to maximum subsidence conditions (GeoTDR, Inc,
2001). Continuing maintenance and adjustments to the highway surface and one overpass
during the longwall passage also mitigated the overall subsidence effects. This illustrates
that with planning and follow-up action surface subsidence effects can be minimized. Such
efforts receive little if any media attention.
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Greene and Washington Counties

W  O05M Emergency Subsidence Claims
|:| hMunicipal Boundaries
|:| Active Permit Boundaries, Pittsburgh Seam
[ ] Wined Qut Longwall Panels
Historical Mined Out Pittshurgh Seam

Exhibit 7.1: OSMRE Emergency Subsidence Claims
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CONCLUSIONS

The following project objective addresses the findings of this report:

Integrate the findings from specific objectives and any other relevant factors
into a comprehensive evaluation of the effects of longwall mining on the value
of overlying surface property and on the tax base in both counties.?

It was found that residential properties located in longwall mining areas tend to be
assessed at lower values than properties located in similar regions without longwall
mining. While the relationship was apparent it is not consistent. Four factors appear
to be the basis for this finding:

8.1.1

8.1.2

8.1.3

8.1.4

Properties above longwall mining operations are granted more appeals for
reductions in assessment than properties in control areas. Property owners
in longwall areas tend to file more appeals, and the counties grant more
appeals in longwall areas. Granted appeals reduce the assessment more in
longwall areas than in non-longwall areas. As a general rule, even after
repair, the original value is not reassigned to the properties — thus the
“temporary” reduction becomes a permanent loss in the tax base.

Longwall operations are, for the most part, located in the “virgin” coal areas
of the counties where there remains large tracts of available coal. The
urbanization of the region historically spread from the old coal towns located
near the mouths of the depleted room and pillar mines. As a result, the
surface properties overlying longwall operations tend to be in the remote and
rural areas of the counties. These areas tend not to be improved with public
sewer and water. Access to public sewer and water tends to have stronger
correlation to value than most other real estate value factors.

Longwall operations do cause damage to properties. While the law requires
repair to structures, repair can require some period of time and some
damage may not be readily quantifiable (land subsidence, water table
changes, etc.). Thus, a longwall operation may have a lagging negative
affect on the desirability of the land areas.

Some properties that may have received adequate compensation for damage
are not repaired. The land owner may choose to use compensation
settlement for other purposes. Thus, a damaged property may remain on the
tax rolls at a diminished in value.

%Inthe original Project Work Statement, the term fair market value was used. As discussedin Section
4.2 of this report, sufficientdata on fair market value were notavailable for these analyses. Arelated estimate
of market value, which RTC calls county value, was calculated from available tax assessment records and
used in this study’s analyses.
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A permanent reduction in value granted to properties by the tax departments
because of location near longwall mining operations is not supported by the sales
analysis. An analysis of residential property sales shows that there is no consistent
relationship between property sales selling for less than county value and property
location with respect to mining. Overall, the differences between sales prices and
county values does not correlate with the location of longwall mines. The ratio of
sales-prices to county-values tends to be higher in urban areas and lower and even
negative in the more remote areas of both counties.

Temporary reductions in value because of damage and lag time until repairs are
completed may be justified.

While it was demonstrated that properties above longwall mining operations are
granted more appeals for reductions in assessment than properties in control areas,
the total value of the annual appeals is not very significant when compared to the
total tax base of the county. Obviously, the affect on individual properties may vary
widely.

In general, it would appear that coal companies compensate property owners in
excess of the reduction in value shown by the tax appeal. Obviously, the damage
and compensation at individual properties may vary widely.

In the active longwall mining areas the coal tends to offer more taxable value than
the surface properties. The coal value is high because it is minable. Therefore, in
general, the money contributed to the tax base from mining more than offsets any
tax revenue loss due to surface property assessment reductions. The affect of
longwall mining on surface property value is a site-specific phenomenon, changing
some individual property values and not others. While the taxes generated by
mining are temporary, so to should be most of the surface property assessment
reductions (if coal company compensation money is used to repair the surface as the
sales analysis indicates). The transitory nature of coal property value must be
considered by the counties and other taxing authorities. Coal property may be:

moderately valuable as reserves before mining
highly valuable during mining

virtually worthless if unminable

worthless if depleted

0 O O O

Northwestern Greene and southwestern Washington Counties are highly dependent
on coal as a tax base. Loss of longwall revenue to these counties would be
devastating to county, school district, and municipality income. In areas with
longwall mining, coal taxes make up the majority of the tax base.

One of the issues identified for study was whether property values decrease in
anticipation of mining — does the announcement of future mining cause a reduction
of property values? Most mining area boundaries were established before the
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beginning of the study period (1993) making analysis of potential value changes
related to the anticipation of mining difficult. Ideally, the analysis would involve paired
sales — sales of the same property before and after the announcement of the mine
plan. There were too few sales to complete this analysis. Instead, county records
for the three year period prior to initiation of individual mine panels were searched
to find assessment reductions that might be related to the anticipation of mining
activity. These reduction could be indicators of a generalrelationship between future
mining and the opinion of value. There were not enough of these changes to reach
any conclusions. Most assessment reductions were assigned after mining
commenced.
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