
Oil & Gas Industry Day 2023
February 28, 2023

1



Oil and Gas 
Production/Water 
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Cap Rate Variables

• Comparable Companies
• Capital Structure
• Debt Rate
• Equity Rate

Discount Rate ’23



Comparable Companies
2022

• BLACK STONE MINERALS

• CALLON PETROLEUM 

• CONTINENTAL RESOURCES

• DEVON ENERGY

• DIAMONDBACK ENERGY

• HIGHPOINT RESOURCES CORP

• PIONEER NATURAL RES.

• QEP RESOURCES

• SM ENERGY CO

• SOUTHWESTERN ENERGY

2023
• BLACK STONE MINERALS

• CALLON PETROLEUM 

• CONTINENTAL RESOURCES

• DEVON ENERGY

• DIAMONDBACK ENERGY

• OCCIDENTAL PETROLEUM

• OVINTIV INC

• PDC ENERGY

• PIONEER NATURAL RES.

• SM ENERGY CO

• SOUTHWESTERN ENERGY

Discount Rate ’23



5 Year Capital Structure History

Discount Rate ’23
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5 Year Debt Rate History

*Average of comparable company debt ratings

Discount Rate ’23
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5 Year Equity Rate History

*Reconciled equity rate weighted for calculation method

Discount Rate ’23
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Production/WD Discount Rate

Discount Rate ’23

Rate Capital  Structure  Weighted Rate
Debt (Ba1) 7.24% 20% 1.45%
Equity 13.73% 80% 10.98%
WACC 12.43%

Weighted Average Cost of Capital 
Discount Rate Calculation 


Comparables

		UTAH STATE TAX COMMISSION

		5 YEAR ANALYSIS

		Oil & Gas Production Industry

		For:  January 1, 2020

		COMPARABLES  USED

		2016		2017		2018		2019		2020

		ABRAXAS PETROL		ABRAXAS PETROL		ABRAXAS PETROL		ABRAXAS PETROL		ABRAXAS PETROL

		BILL BARRETT CORP		BILL BARRETT CORP		BILL BARRETT CORP		BLACK STONE MINERALS		BLACK STONE MINERALS

		BONANZA CREEK ENERGY INC.		BONANZA CREEK ENERGY INC		BLACK STONE MINERALS		CARRIZO OIL & GAS		CALLON PETROLEUM 

		CONTINENTAL RESOURCES		CONTINENTAL RESOURCES		CARRIZO OIL & GAS		CONTINENTAL RESOURCES		CONTINENTAL RESOURCES

		EARTHSTONE ENERGY INC		EARTHSTONE ENERGY INC		CONTINENTAL RESOURCES		DENBURY RESOURCES		DENBURY RESOURCES

		EMERALD OIL INC		ENCANA CORP.		DENBURY RESOURCES		ENCANA CORP.		DEVON ENERGY

		ENCANA CORP.		LEGACY RESERVES		ENCANA CORP.		LEGACY RESERVES		HIGHPOINT RESOURCES CORP

		LEGACY RESERVES		MATADOR RESOURCES COMPANY		LEGACY RESERVES		NEWFIELD EXPLORATION		PIONEER NATURAL RES.

		LINN ENERGY LLC		NEWFIELD EXPLORATION		NEWFIELD EXPLORATION		PIONEER NATURAL RES.		QEP RESOURCES

		MATADOR RESOURCES COMPANY		PIONEER NATURAL RES.		PIONEER NATURAL RES.		QEP RESOURCES		RING ENERGY 

		NEWFIELD EXPLORATION		QEP RESOURCES		QEP RESOURCES		RESOLUTE ENERGY CORP		ROYALE ENERGY INC

		PIONEER NATURAL RES.		RESOLUTE ENERGY CORP		RESOLUTE ENERGY CORP		SM ENERGY CO		SM ENERGY CO

		QEP RESOURCES		SM ENERGY CO		SM ENERGY CO		SOUTHWESTERN ENERGY		SOUTHWESTERN ENERGY

		RESOLUTE ENERGY CORP		SOUTHWESTERN ENERGY		SOUTHWESTERN ENERGY		WHITING PETROLEUM		WHITING PETROLEUM

		ROYALE ENERGY INC		WHITING PETROLEUM		WHITING PETROLEUM		WPX ENERGY		WPX ENERGY

		SM ENERGY CO.		WPX ENERGY		WPX ENERGY

		ULTRA PETROLEUM

		WARREN RESOURCES INC

		WHITING PETROLUEM

		WPX ENERGY









		2016		2017		2018		2019		2020

		BONANZA CREEK ENERGY		SOUTHWESTERN ENERGY		BLACK STONE MINERALS				CALLON PETROLEUM 

		SM ENERGY CO				CARRIZO OIL & GAS				DEVON ENERGY

						DENBURY RESOURCES				HIGHPOINT RESOURCES CORP

										RING ENERGY 

										ROYALE ENERGY INC









		2016		2017		2018		2019		2020

		ESCALERA RESOURCES CO.		EMERALD OIL INC		BONANZA CREEK ENERGY INC		BILL BARRETT CORP 		CARRIZO OIL & GAS

				LINN ENERGY LLC		EARTHSTONE ENERGY				ENCANA CORP.

				ROYALE ENERGY INC		MATADOR RESOURCES				LEGACY RESERVES

				ULTRA PETROLEUM						NEWFIELD EXPLORATION

				WARREN RESOURCES INC						RESOLUTE ENERGY CORP















Comparables Comments

		UTAH STATE TAX COMMISSION

		5 YEAR ANALYSIS

		Oil & Gas Production Industry

		For:  January 1, 2020



		COMPARABLES  USED

		2016		Comments		2017		Comments		2018		Comments		2019		Comments		2020		Comments

		ABRAXAS PETRO				ABRAXAS PETRO				ABRAXAS PETROL				ABRAXAS PETROL				ABRAXAS PETROL

		BERRY PETROL. A				BILL BARRETT				BILL BARRETT CORP				BLACK STONE MINERALS				BLACK STONE MINERALS

		BILL BARRETT				CONTINENTAL RES				BLACK STONE MINERALS				CARRIZO OIL & GAS				CALLON PETROLEUM 

		DOUBLE EAGLE PET & MIN				DOUBLE EAGLE PET & MIN				CARRIZO OIL & GAS				CONTINENTAL RESOURCES				CONTINENTAL RESOURCES

		ENCANA CORP.				ENCANA CORP.				CONTINENTAL RESOURCES				DENBURY RESOURCES				DENBURY RESOURCES

		GASCO ENERGY				ISRAMCO INC.				DENBURY RESOURCES				ENCANA CORP.				DEVON ENERGY

		ISRAMCO INC.				KODIAK OIL & GAS				ENCANA CORP.				LEGACY RESERVES				HIGHPOINT RESOURCES CORP

		KODIAK OIL & GAS				LEGACY RESERVES				LEGACY RESERVES				NEWFIELD EXPLORATION				PIONEER NATURAL RES.

		LEGACY RESERVES				LINN ENERGY				NEWFIELD EXPLORATION				PIONEER NATURAL RES.				QEP RESOURCES

		PIONEER NATURAL RES.				PIONEER NATURAL RES.				PIONEER NATURAL RES.				QEP RESOURCES				RING ENERGY 

		QEP RESOURCES				QEP RESOURCES				QEP RESOURCES				RESOLUTE ENERGY CORP				ROYALE ENERGY INC

		RESOLUTE ENERGY CORP				RESOLUTE ENERGY CORP				RESOLUTE ENERGY CORP				SM ENERGY CO				SM ENERGY CO

		ULTRA PETROLEUM CORP				ULTRA PETROLEUM CORP				SM ENERGY CO				SOUTHWESTERN ENERGY				SOUTHWESTERN ENERGY

		WARREN RESOURCES				WARREN RESOURCES				SOUTHWESTERN ENERGY				WHITING PETROLEUM				WHITING PETROLEUM

		WHITING PETROLUEM				WHITING PETROLUEM				WHITING PETROLEUM				WPX ENERGY				WPX ENERGY

						WPX ENERGY, INC				WPX ENERGY				0				0

										0				0				0

										0				0				0

										0				0				0

										0				0				0

										0				0				0





		2016		Comments		2017		Comments		2018		Comments		2019		Comments		2020		Comments

		BONANZA CREEK ENERGY				SOUTHWESTERN ENERGY		Operate in Rockies		BLACK STONE MINERALS		Operate in Rockies		0				CALLON PETROLEUM 		Purchased Carrizo

		SM ENERGY CO				0		Operate in Rockies		CARRIZO OIL & GAS				0				DEVON ENERGY		Western US

		0				0				DENBURY RESOURCES				0				HIGHPOINT RESOURCES CORP		Western US

		0				0				0				0				RING ENERGY 		Western US

		0				0				0				0				ROYALE ENERGY INC		Western US

		0				0				0				0				0





		2016		Comments		2017		Comments		2018		Comments		2019		Comments		2020		Comments

		ESCALERA RESOURCES CO.				EMERALD OIL INC		No data		BONANZA CREEK ENERGY INC				BILL BARRETT CORP 		Sold (no tear sheet)		CARRIZO OIL & GAS		No tear sheet

		0				LINN ENERGY LLC		Bankruptcy		EARTHSTONE ENERGY				0				ENCANA CORP.		No tear sheet

		0				ROYALE ENERGY INC		No data		MATADOR RESOURCES				0				LEGACY RESERVES		No tear sheet

		0				ULTRA PETROLEUM		Bankruptcy		0				0				NEWFIELD EXPLORATION		No tear sheet

		0				WARREN RESOURCES INC		No data		0				0				RESOLUTE ENERGY CORP		No tear sheet

		0				0				0				0				0





Bond Rate

		UTAH STATE TAX COMMISSION

		INDUSTRY BOND CAP RATE ANALYSIS

		Oil & Gas Production Industry

		For:  January 1, 2020

		Adjusted for Property Tax



		*In Millions

				Bond Rating		Bond Rating						Mkt. Value		Weight		Bond Rate

				Mergent		S&P		Weight		Bond Rate		LT debt*		x LT Debt*		x LT Debt

		ABRAXAS PETROL

		BLACK STONE MINERALS

		CALLON PETROLEUM 		B2				3		7.45%		1127.4		3,382		84

		CONTINENTAL RESOURCES		Ba1				5		5.69%		4731.5		23,658		269

		DENBURY RESOURCES		B3				3		7.89%		1572.5		4,717		124

		DEVON ENERGY		Ba1				5		5.69%		5983.9		29,920		340

		HIGHPOINT RESOURCES CORP		B3				3		7.89%		793.5		2,381		63

		PIONEER NATURAL RES.		Baa2				6		3.88%		1787.5		10,725		69

		QEP RESOURCES		Ba3				4		6.57%		1603.1		6,413		105

		RING ENERGY 								

		ROYALE ENERGY INC

		SM ENERGY CO		B1				3		7.01%		2735.8		8,207		192

		SOUTHWESTERN ENERGY		Ba2				4		6.13%		2500.6		10,003		153

		WHITING PETROLEUM		B2				3		7.45%		2938.7		8,816		219

		WPX ENERGY		B1				3		7.01%		2050.8		6,152		144

		 								

		 								

		 								

		 								

		 								

		TOTAL										27,825		114,373		1,763

						Simple Avg		4		6.61%		Weighted Avg		4		6.34%









		Mergent / S&P		Weight		Debt Rate						Mergent / S&P		Weight		Debt Rate

		AAA / AAA		9		3.01%						Ba3 / BB-		4		6.57%

		AA / AA		8		3.11%						B1 / B+		3		7.01%

		A1/ A+		7		3.36%						B2 / B		3		7.45%

		A2 / A		7		3.36%						B3 / B-		3		7.89%

		A3 / A-		7		3.36%						Caa1 / CCC+		2		8.33%

		Baa1 / BBB+		6		3.88%						Caa2 / CCC		2		8.77%

		Baa2 / BBB		6		3.88%						Caa3 / CCC-		2		9.21%

		Baa3 / BBB-		6		3.88%						Ca / CC		1		9.65%

		Ba1 / BB+		5		5.69%						C / C		1		10.09%

		Ba2 / BB		4		6.13%





														SELECTED DEBT RATE FROM BOND CAP RATE ANALYSIS (Ba3 RATED)		6.57%



















































































































































































































































































Financial Strength

		UTAH STATE TAX COMMISSION

		FINANCIAL STRENGTH ANALYSIS

		Oil & Gas Production Industry

		For:  January 1, 2020

		Adjusted for Property Tax





		Company Name		A++		A+		A		B++		B+		B		C++		C+		C		SUM

		ABRAXAS PETROL		0		0		0		0		0		0		0		1		0		1.33

		BLACK STONE MINERALS		0		0		0		0		0		1		0		0		0		1.11

		CALLON PETROLEUM 		0		0		0		0		0		0		1		0		0		1.22

		CONTINENTAL RESOURCES		0		0		0		0		0		1		0		0		0		1.11

		DENBURY RESOURCES		0		0		0		0		0		0		0		0		1		1.44

		DEVON ENERGY		0		0		0		1		0		0		0		0		0		0.89

		HIGHPOINT RESOURCES CORP		0		0		0		0		0		0		0		1		0		1.33

		PIONEER NATURAL RES.		0		0		0		1		0		0		0		0		0		0.89

		QEP RESOURCES		0		0		0		0		0		0		1		0		0		1.22

		RING ENERGY 		0		0		0		0		0		0		0		1		0		1.33

		ROYALE ENERGY INC		0		0		0		0		0		0		0		1		0		1.33

		SM ENERGY CO		0		0		0		0		0		0		1		0		0		1.22

		SOUTHWESTERN ENERGY		0		0		0		0		0		1		0		0		0		1.11

		WHITING PETROLEUM		0		0		0		0		0		0		1		0		0		1.22

		WPX ENERGY		0		0		0		0		0		1		0		0		0		1.11

		 

		 

		 

		 

		 

																				MEAN		1.19





		Financial Strength		Regression Ratio				Financial Strength Model

		A++		0.56				0.75

		A+		0.67				0.80

		A		0.78				0.86

		B++		0.89				0.93

		B+		1.00				1.01

		B		1.11				1.12

		C++		1.22				1.25

		C+		1.33				1.42

		C		1.44				1.68





Capitalization Structure

		UTAH STATE TAX COMMISSION

		CAPITALIZATION STRUCTURE AT MARKET VALUE

		Oil & Gas Production Industry



		Adjusted for Property Tax



		For:  January 1, 2020



				Total		Debt Due		Long-Term		Long-Term		Preferred

				Debt		in 5 yrs		Debt		Interest		Stock

		Company Name		(000,000)		(000,000)		(000,000)		(000,000)		(000,000)

		ABRAXAS PETROL		201.2		-		200.9		-		0.0

		BLACK STONE MINERALS		413.0		-		413.0		18.7		0.0

		CALLON PETROLEUM 		1190.7		200.0		1190.7		72.5		0.0

		CONTINENTAL RESOURCES		5570.8		3107.7		5568.4		290.0		0.0

		DENBURY RESOURCES		2510.3		2072.0		2409.7		80.0		0.0

		DEVON ENERGY		4300.0		1600.0		4300.0		435.0		0.0

		HIGHPOINT RESOURCES CORP		793.5		-		793.5		-		0.0

		PIONEER NATURAL RES.		2288.0		1550.0		1838.0		105.0		0.0

		QEP RESOURCES		208.1		1599.3		2029.4		140.0		0.0

		RING ENERGY 		367.4		-		367.1		-		0.0

		ROYALE ENERGY INC		0.1		-		-		-		0

		SM ENERGY CO		2735.8		-		2735.8		-		0.0

		SOUTHWESTERN ENERGY		2271.0		265.0		2219.0		170.0		0.0

		WHITING PETROLEUM		2861.0		1844.0		2605.0		195.0		0.0

		WPX ENERGY		2201.0		987.0		2201.0		131.0		0.0

		 

		 

		 

		 

		 

		 

		Mean		1,860.8		1,469.4		2,062.3		163.7		0.0



		Weighted or Total		27,911.9		13,225.0		28,871.5		1,637.2		0.0



												Market Value

						Common						of Debt in

				Preferred		Shares						(000,000)

				Dividends		Outstdng		Recent		Tax		Rate Used =

		Company Name		(000,000)		(000,000)		Price		Rate		6.57%

		ABRAXAS PETROL		0		166.7		0.36		0.00%		201.2

		BLACK STONE MINERALS		0		204.7		13.13		0.00%		319.9

		CALLON PETROLEUM 		0		227.6		4.83		21.00%		1,127.4

		CONTINENTAL RESOURCES		0		376.0		35.34		22.00%		4,731.5

		DENBURY RESOURCES		0		460.4		1.54		25.00%		1,572.5

		DEVON ENERGY		0		449.0		26.10		22.00%		5,983.9

		HIGHPOINT RESOURCES CORP		0		212.5		1.73		1.50%		793.5

		PIONEER NATURAL RES.		0		169.5		153.35		23.00%		1,787.5

		QEP RESOURCES		0		236.7		4.72		21.00%		1,603.1

		RING ENERGY 		0		63.2		2.74		27.70%		367.4

		ROYALE ENERGY INC		0		49.4		0.11		0.00%		0.1

		SM ENERGY CO		0		112.2		11.83		0.00%		2,735.8

		SOUTHWESTERN ENERGY		0		546.3		2.33		21.00%		2,500.6

		WHITING PETROLEUM		0		91.0		7.85		21.00%		2,938.7

		WPX ENERGY		0		420.6		14.06		28.00%		2,050.8

		 

		 

		 

		 

		 

		Mean		0.0		252.4		18.7		15.55%		1,914.3



		Weighted or Total		0.0								28,713.9



				Market Value

				of Pfd Equity in		Market

				(000,000)		Value of				Percent		Percent

				Rate Used =		Cmn Equity		Percent		Preferred		Common

		Company Name		6.57%		(000,000)		Debt		Equity		Equity

		ABRAXAS PETROL		0.0		60.0		77.03%		0.00%		22.97%

		BLACK STONE MINERALS		0.0		2,687.7		10.64%		0.00%		89.36%

		CALLON PETROLEUM 		0.0		1,099.3		50.63%		0.00%		49.37%

		CONTINENTAL RESOURCES		0.0		13,287.8		26.26%		0.00%		73.74%

		DENBURY RESOURCES		0.0		709.0		68.92%		0.00%		31.08%

		DEVON ENERGY		0.0		11,718.9		33.80%		0.00%		66.20%

		HIGHPOINT RESOURCES CORP		0.0		367.6		68.34%		0.00%		31.66%

		PIONEER NATURAL RES.		0.0		25,992.8		6.43%		0.00%		93.57%

		QEP RESOURCES		0.0		1,117.2		58.93%		0.00%		41.07%

		RING ENERGY 		0.0		173.3		67.95%		0.00%		32.05%

		ROYALE ENERGY INC		0.0		5.4		1.82%		0.00%		98.18%

		SM ENERGY CO		0.0		1,327.3		67.33%		0.00%		32.67%

		SOUTHWESTERN ENERGY		0.0		1,272.9		66.27%		0.00%		33.73%

		WHITING PETROLEUM		0.0		714.4		80.44%		0.00%		19.56%

		WPX ENERGY		0.0		5,913.6		25.75%		0.00%		74.25%

		 

		 

		 

		 

		 

		Mean		0.0		4,429.8		47.37%		0.00%		52.63%



		Weighted or Total		0.0		66,447.2		30.17%		0.00%		69.83%











Equity Yield Rate

		UTAH STATE TAX COMMISSION

		EQUITY INVESTMENT YIELD RATE ANALYSIS

		Oil & Gas Production Industry

		For:  January 1, 2020

		Adjusted for Property Tax



														Projected		Projected

				Relative 				Bond				Stock		EPS		Dividend		Current		D.G.M.

		Company Name		Financial Strength				Rating		Beta		 Price		Growth		Growth		Dividend		Rate

		ABRAXAS PETROL		C+		1.33				2.15		0.36						0.00

		BLACK STONE MINERALS		B		1.11				0.90		13.13		9.00		7.00		1.48		19.27%

		CALLON PETROLEUM 		C++		1.22		B2		2.00		4.83		31.00				0.00

		CONTINENTAL RESOURCES		B		1.11		Ba1		1.90		35.34		36.00				0.20		36.57%

		DENBURY RESOURCES		C		1.44		B3		2.70		1.54		18.00				0.00

		DEVON ENERGY		B++		0.89		Ba1		1.90		26.10		18.00		11.00		0.36		15.88%

		HIGHPOINT RESOURCES CORP		C+		1.33				2.55		1.73						0.00

		PIONEER NATURAL RES.		B++		0.89				1.45		153.35		35.00		67.00		1.76		52.15%

		QEP RESOURCES		C++		1.22				2.10		4.72						0.08

		RING ENERGY 		C+		1.33				1.85		2.74						0.00

		ROYALE ENERGY INC		C+		1.33				1.20		0.11						0.00

		SM ENERGY CO		C++		1.22				2.25		11.83		15.00				0.00

		SOUTHWESTERN ENERGY		B		1.11				1.70		2.33		11.00				0.00

		WHITING PETROLEUM		C++		1.22		B2		2.85		7.85						0.00

		WPX ENERGY		B		1.11		B1		2.10		14.06						0.00

		 																		

		 																		

		 																		

		 																		

		 																		

		Mean				1.19				1.97		$   18.67		2163%		2833%		$   0.26		30.97%

		Input Override

Monte D. Roberts: Monte D. Roberts:
Overrides are based on the appraiser's judgement.







				 CAPITAL ASSET PRICING MODEL (Realized Returns)



						Market Risk Premium												7.15%

						 Industry Beta (Risk Factor)												1.97



						Industry Risk Premium												14.09%

						Add: Risk-Free Rate												2.25%



										Cost of Equity Rate - CAPM								16.34%







				RISK PREMIUM MODEL (ValueLine's Financial Strength Rating)



						Market Risk Premium												7.15%

						Industry Relative Financial Strength (Risk Factor)												1.19



						Industry Risk Premium												8.51%

						 Add: Risk-Free Rate												2.25%



										Cost of Equity Rate - Risk Premium								10.76%







				INDUSTRY PREMIA MODEL 



						Market Risk Premium												7.15%

						Risk Free Rate												2.25%

						Industry Risk Premium (Ibbotson) SIC 104 Gold and Silver Ores												-



										Cost of Equity Rate - Industry Premia								N/A











Cap Rate

		UTAH STATE TAX COMMISSION

		2019 DISCOUNT RATE

		Oil & Gas Production Industry



		Adjusted for Property Tax



		For:  January 1, 2020



		INDUSTRY EQUITY INVESTMENT YIELD RATE



												RATES

				DIVIDEND GROWTH RATE MODEL								30.97%

				CAPITAL ASSET PRICING MODEL								16.34%

				RISK PREMIUM MODEL								10.76%

				INDUSTRY PREMIA MODEL (N/A)								N/A

				SELECTED EQUITY RATE								16.34%

Susan D. Bowman: Ethan Cook:
100% CAPM





		INDUSTRY DEBT YIELD RATE



				RECONCILED DEBT RATE								6.57%





		INDUSTRY CAPITALIZATION STRUCTURE



								Weighted

								Average		Average		Used

				DEBT STRUCTURE OF INDUSTRY				30.17%		47.37%		45.00%

				EQUITY STRUCTURE OF INDUSTRY				69.83%		52.63%		55.00%

								100.00%		100.00%		100.00%



		BAND OF INVESTMENT OVERALL RATE CALCULATION



								RATE		CAPITAL STRUCTURE		WEIGHTED RATE

				DEBT RATE 				6.57%		45.00%		2.96%

				EQUITY RATE				16.34%		55.00%		8.99%



						WEIGHTED AVERAGE COST OF CAPITAL						11.94%





						RATE		CAPITAL STRUCTURE		BEFORE TAX (DIVIDED BY)		WEIGHTED RATE

		WEIGHTED DEBT RATE				6.57%		45.00%		100.00%		2.96%

		WEIGHTED EQUITY RATE 1-MARGINAL RATE				16.34%		55.00%		75.000%		11.98%

		(FEDERAL & STATE INCOME TAXES)

				Tax-Adjusted Weighted Average Cost of Capital								14.94%







5 Year Analysis

		UTAH STATE TAX COMMISSION

		5 YEAR ANALYSIS

		Oil & Gas Production Industry



		Adjusted for Property Tax

		For:  January 1, 2020

		 

		Industry Model Rates (%)



		Equity Rates



				2017		2018		2019		2020		2021

		     Dividend Growth Rate Model		20.54%		26.62%		45.46%		30.97%

		     Equity Rate (CAPM)		15.07%		16.15%		16.28%		16.34%		12.69%

		     Risk Premium Model		11.19%		11.13%		10.82%		10.76%

		     Industry Premia Model (N/A)		NA		NA		N/A		N/A

		     Reconciled Equity Rate		15.07%		16.15%		16.28%		16.34%





		Debt Rate (From Bond Study) & Miscellaneous Rates



				2017		2018		2019		2020		2021

		     Debt Rate		8.18%		7.88%		7.24%		6.57%		7.47%

		     Market Risk Premium		6.94%		7.07%		6.91%		7.15%		7.25%

		     Risk Free Rate		2.79%		2.58%		2.87%		2.25%		1.45%

		     Inflation Rate (10 Yr. Avg.)		1.62%		1.56%		1.60%		1.68%





		Capitalization Structure



				2017		2018		2019		2020		2021

		      Debt Used		40.00%		45.00%		45.00%		45.00%		55.00%

		      Debt Actual (Weighted Avg.)		26.40%		31.27%		32.53%		30.17%

		      Equity Used		60.00%		55.00%		55.00%		55.00%		45.00%

		      Equity Actual (Weighted Avg.)		73.60%		68.73%		68.73%		69.83%

















































		Risk Factors



				2017		2018		2019		2020		2021

		     Industry Beta		1.77		1.92		1.94		1.97		1.55

		     Financial Strength 		1.21		1.21		1.15		1.19

		     Industry Risk Premia (Ibbotson)		-		-		-		-		-





		Capitalization Rate



				2017		2018		2019		2020		2021

		      Before Tax (Tax-Adjusted)		17.91%		15.39%		15.20%		14.94%		9.82%

		      After Tax 		12.31%		12.43%		12.21%		11.94%		11.72%







     Dividend Growth Rate Model	2017	2018	2019	2020	2021	0.2054	0.26619999999999999	0.4546	0.30966209764618347	     Equity Rate (CAPM)	2017	2018	2019	2020	2021	0.1507	0.1615	0.1628	0.16335499999999997	0.12690000000000001	     Risk Premium Model	2017	2018	2019	2020	2021	0.1119	0.1113	0.1082	0.10758499999999999	     Reconciled Equity Rate	

2017	2018	2019	2020	2021	0.1507	0.1615	0.1628	0.16339999999999999	





     Debt Rate	2017	2018	2019	2020	2021	8.1799999999999998E-2	7.8799999999999995E-2	7.2400000000000006E-2	6.5699999999999995E-2	7.4700000000000003E-2	     Market Risk Premium	2017	2018	2019	2020	2021	6.9400000000000003E-2	7.0699999999999999E-2	6.9099999999999995E-2	7.1499999999999994E-2	7.2499999999999995E-2	     Risk Free Rate	2017	2018	2019	2020	2021	2.7900000000000001E-2	2.58E-2	2.87E-2	2.2499999999999999E-2	1.4500000000000001E-2	     Inflation Rate (10 Yr. Avg.)	2017	2018	2019	2020	2021	1.6199999999999999E-2	1.5599999999999999E-2	1.6E-2	1.6799999999999999E-2	





      Debt Used	2017	2018	2019	2020	2021	0.4	0.45	0.45	0.45	0.55000000000000004	      Debt Actual (Weighted Avg.)	2017	2018	2019	2020	2021	0.26400000000000001	0.31268000000000001	0.32529999999999998	0.30174000000000001	      Equity Used	2017	2018	2019	2020	2021	0.6	0.55000000000000004	0.55000000000000004	0.55000000000000004	0.45	      Equity Actual (Weighted Avg.)	2017	2018	2019	2020	2021	0.73599999999999999	0.68732000000000004	0.68730000000000002	0.69825999999999999	





     Industry Beta	2017	2018	2019	2020	2021	1.77	1.92	1.94	1.97	1.55	     Financial Strength 	2017	2018	2019	2020	2021	1.21	1.2131250000000002	1.1499999999999999	1.1906666666666665	





      Before Tax (Tax-Adjusted)	2017	2018	2019	2020	2021	0.17910000000000001	0.15390000000000001	0.152	0.14942666666666668	9.8199999999999996E-2	      After Tax 	2017	2018	2019	2020	2021	0.1231	0.12429999999999999	0.1221	0.119435	0.1172	







Presentation figures



																																																		Weighted Average Cost of Capital 
Discount Rate Calculation

																																																				Rate		Capital Structure		Weighted Rate

																																																		Debt (B1)		7.47%		55%		4.11%

																																																		Equity		12.69%		45%		5.71%

																																																		Before Taxes WACC						9.82%

																																																		Tax Adjusted WACC						11.72%



     Debt Rate	2017	2018	2019	2020	2021	8.1799999999999998E-2	7.8799999999999995E-2	7.2400000000000006E-2	6.5699999999999995E-2	7.4700000000000003E-2	





      Debt Used	2017	2018	2019	2020	2021	0.4	0.45	0.45	0.45	0.55000000000000004	      Equity Used	2017	2018	2019	2020	2021	0.6	0.55000000000000004	0.55000000000000004	0.55000000000000004	0.45	





5 Year Equity Rate History (CAPM)

     Equity Rate (CAPM)	2017	2018	2019	2020	2021	0.1507	0.1615	0.1628	0.16335499999999997	0.12690000000000001	







Presentation Figures 2



								Weighted Average Cost of Capital Discount Rate Calculation 



										Rate		Capital  Structure		 Weighted Rate

								Debt (Ba1)		7.24%		20%		1.45%

								Equity 		13.73%		80%		10.98%

								WACC						12.43%





ValueLine Data

		Company		Beta		Rel Fin Strength		Tax Rate		Stock Price		Shares Outs.		Proj EPS Growth		Proj Div. Growth		Current Dividend

		Abraxas Petrol		2.15		C+		0		0.36		166.7						0

		Black Stone Minerals		0.9		B		0		13.13		204.7		9		7		1.48

		Callon Petroleum		2		C++		2.63		4.83		227.6		31				0

		Continental Resources		1.9		B		23.7		35.34		376		36				0.2

		Denbury Resources		2.7		C		24.01		1.54		460.4		18				0

		Devon Energy		1.9		B++		15.95		26.1		449		18		11		0.36

		HighPoint Resources Corp.		2.55		C+		1.49		1.73		212.5						0

		Pioneer Natural Res.		1.45		B++		22.11		153.35		169.5		35		67		1.76

		QEP Resources		2.1		C++		0		4.72		236.7						0.08

		Ring Energy Inc		1.85		C+		27.69		2.74		63.2						0

		Royale Energy Inc		1.2		C+		0		0.11		49.4						0

		SM Energy Co.		2.25		C++		22		11.83		112.2		15				0

		Southwestern Energy		1.7		B		0		2.33		546.3		11				0

		Whiting Petroleum		2.85		C++		20.87		7.85		91						0

		WPX Energy		2.1		B		23.42		14.06		420.6						0







































Oil and Gas Gathering
Discount Rate

Discount Rate ’23



Comparable Companies
2022

• Crestwood Equity 
Partners Lp

• Energy Transfer Lp
• Holly Energy Ptrs.
• Oneok, Inc.
• Plains All Amer. Pipe
• Summit Midstream 

Partners Lp
• Western Midstream Part.
• Williams Cos.

2023
• Cheniere Energy
• Crestwood Equity 

Partners Lp
• Energy Transfer Lp
• Holly Energy Ptrs.
• Kinder Morgan
• Oneok, Inc.
• Plains All Amer. Pipe
• Summit Midstream 

Partners Lp
• Western Midstream Part.
• Williams Cos.

Discount Rate ’23



5 Year Capital Structure History

Discount Rate ’23
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5 Year Debt Rate History

*Average of comparable company debt ratings

Discount Rate ’23
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5 Year Equity Rate History 

*Reconciled equity rate weighted for calculation method

Discount Rate ’23
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Oil and Gas Gathering Discount Rate

Discount Rate ’23

Rate Capital  Structure  Weighted Rate
Debt (Ba1) 7.24% 45% 3.26%
Equity 12.35% 55% 6.79%
WACC 10.05%

Weighted Average Cost of Capital 
Discout Rate Calculation 


Comparables

		UTAH STATE TAX COMMISSION

		5 YEAR ANALYSIS

		Oil & Gas Gathering Industry

		For:  January 1, 2020

		COMPARABLES  USED

		2016		2017		2018		2019		2020

		AZURE MIDSTREAM PARTNERS LP

bwiser: bwiser:
Access Midstream Partners was purchased by Williams Cos 7/14. 		CRESTWOOD EQUITY PARTNERS LP		CRESTWOOD EQUITY PARTNERS LP		CRESTWOOD EQUITY PARTNERS LP		CRESTWOOD EQUITY PARTNERS LP

		CRESTWOOD EQUITY PARTNERS LP

bwiser: bwiser:
Includes Colorado New Mexico, OK,		ENERGY TRANSFER PARTNERS		DOMINION MIDSTREAM PARTNERS LP 		DOMINION MIDSTREAM PARTNERS LP 		ENERGY TRANSFER LP

		ENERGY TRANSFER PARTNERS

bwiser: bwiser:
Includes: WV, TX, AR, NM, LA		ONEOK INC.		ENERGY TRANSFER LP		ENERGY TRANSFER LP		HOLLY ENERGY PTRS.

		ENLINK MIDSTREAM PART.

bwiser: bwiser:
gathering, transmission processing, fractionation and marketing to producers of natural gas		PLAINS ALL AMER. PIPE		PLAINS ALL AMER. PIPE		PLAINS ALL AMER. PIPE		PLAINS ALL AMER. PIPE

		ONEOK INC.

bwiser: bwiser:
Includes Montana and Wyoming, nd,		SUMMIT MIDSTREAM PARTNERS LP		SUMMIT MIDSTREAM PARTNERS LP		SUMMIT MIDSTREAM PARTNERS LP		SUMMIT MIDSTREAM PARTNERS LP

		PLAINS ALL AMER. PIPE

bwiser: bwiser:
Large organization 20000 miles of active pipelines and gathering systems  includes terminaling		TALLGRASS ENERGY PARTNERS LP		TALLGRASS ENERGY LP		TALLGRASS ENERGY LP		TALLGRASS ENERGY LP

		SUMMIT MIDSTREAM PARTNERS LP

bwiser: bwiser:
from wellhead to market
in: NW Louisiana		WESTERN GAS PARTNERS LP		WESTERN GAS PARTNERS LP		WESTERN GAS PARTNERS LP		WESTERN MIDSTREAM PART.

		TALLGRASS ENERGY PARTNERS LP

bwiser: bwiser:
Gathers in North Dakota and Montana. Has 8 terminals of distribution. I can't find a % of the company that is gathering. They bought QEPFS, UBFS, and Three Rivers Gathering 2014		WILLIAMS COS.		WILLIAMS COS.		WILLIAMS COS.		WILLIAMS COS.

		WESTERN GAS PARTNERS LP

bwiser: bwiser:
Midstream in west TX, Rocky Mtns, Mid-continent-For Anadorko Petroleum Corp

		WILLIAMS COS.

bwiser: bwiser:
In the US. 
Access Midstream Partners was purchased by Williams Cos 7/14. They both still have tear sheets























		COMPARABLES  ADDED

		2016		2017		2018		2019		2020

		AZURE MIDSTREAM PARTNERS LP				DOMINION ENERGY MIDSTREAM				HOLLY ENERGY PTRS.

		ENERGY TRANSFER PARTNERS								WESTERN MIDSTREAM PART.

		SUMMIT MIDSTREAM PARTNERS LP

		TALLGRASS ENERGY PARTNERS LP















		COMPARABLES  DROPPED

		2016		2017		2018		2019		2020

		ACCESS MIDSTREAM		ENLINK MIDSTREAM PART.		ONEOK INC.				DOMINION MIDSTREAM PARTNERS LP 

		BLUEKNIGHT ENERGY		AZURE MIDSTREAM PARTNERS LP						WESTERN GAS PARTNERS LP

		REGENCY ENERGY

		TESORO LOGISTICS LP













Comparables Comments

		UTAH STATE TAX COMMISSION

		5 YEAR ANALYSIS

		Oil & Gas Gathering Industry

		For:  January 1, 2020



		COMPARABLES  USED

		2016		Comments		2017		Comments		2018		Comments		2019		Comments		2020		Comments

		AZURE MIDSTREAM PARTNERS LP				CRESTWOOD EQUITY PARTNERS LP				CRESTWOOD EQUITY PARTNERS LP		Purchased by WilliamsCOS		CRESTWOOD EQUITY PARTNERS LP				CRESTWOOD EQUITY PARTNERS LP

		CRESTWOOD EQUITY PARTNERS LP				ENERGY TRANSFER PARTNERS				DOMINION MIDSTREAM PARTNERS LP 		Gathering: Kansas, Colorado, New Mexico, Oklahoma		DOMINION MIDSTREAM PARTNERS LP 				ENERGY TRANSFER LP

		ENERGY TRANSFER PARTNERS				ONEOK INC.				ENERGY TRANSFER LP		Gathers in WV, TX, AR, NM, LA		ENERGY TRANSFER LP				HOLLY ENERGY PTRS.

		ENLINK MIDSTREAM PART.				PLAINS ALL AMER. PIPE				PLAINS ALL AMER. PIPE		Gathers in LA, TX, OH, Permian Basin		PLAINS ALL AMER. PIPE				PLAINS ALL AMER. PIPE

		ONEOK INC.				SUMMIT MIDSTREAM PARTNERS LP				SUMMIT MIDSTREAM PARTNERS LP		Gathering: Mid-Continent (Montana, North Dakota Wyoming)		SUMMIT MIDSTREAM PARTNERS LP				SUMMIT MIDSTREAM PARTNERS LP

		PLAINS ALL AMER. PIPE				TALLGRASS ENERGY PARTNERS LP				TALLGRASS ENERGY LP		Midstream assets: Wyoming, Colorado, Utah, North Dakota		TALLGRASS ENERGY LP				TALLGRASS ENERGY LP

		SUMMIT MIDSTREAM PARTNERS LP				WESTERN GAS PARTNERS LP				WESTERN GAS PARTNERS LP		Gathering, processing, treatment, contract compression etc. in TX, MS. LS.		WESTERN GAS PARTNERS LP				WESTERN MIDSTREAM PART.

		TALLGRASS ENERGY PARTNERS LP				WILLIAMS COS.				WILLIAMS COS.		Gathering  ND, mid-western and western US-5 related short haul pipelines in Utah. Terminals provide distribution for refined products from refineries		WILLIAMS COS.				WILLIAMS COS.

		WESTERN GAS PARTNERS LP				0				 		Midstream in east and west TX, Rocky Mtns, Mid-continent. For ultimate parent Anadorko Petroleum Corp		 				 

		WILLIAMS COS.				0				 		Gathers in TX, Rockies, and Mid Continent		 				 

		 				 				 				 				 

		 				 				 				 				 

		 				 				 				 				 

		 				 				 				 				 

		 				 				 				 				 

		 				 				 				 				 

		 				 				 				 				 



		COMPARABLES  ADDED

		2016		Comments		2017		Comments		2018		Comments		2019		Comments		2020		Comments

		AZURE MIDSTREAM PARTNERS LP				0		All four of the added companies fell in line with gathering and they had reported betas		 				0		Purchase of Questar		HOLLY ENERGY PTRS.		OPERATIONS IN UTAH

		ENERGY TRANSFER PARTNERS				0				 				 				WESTERN MIDSTREAM PART.		OPERATES IN THE WESTERN US

		SUMMIT MIDSTREAM PARTNERS LP				0				 				 				0

		TALLGRASS ENERGY PARTNERS LP				0				 				 				0

		0				 				  				 				0

		0				 								 				0

		0				 				 				 				0

		0				 				 				 				0

		 				 				 				 				 

		 				 				  				 				 



		COMPARABLES  DROPPED

		2016		Comments		2017		Comments		2018		Comments		2019		Comments		2020		Comments

		ACCESS MIDSTREAM				ENLINK MIDSTREAM PART.		Copano was acquired by Kinder Morgan		ONEOK INC.		Copano was acquired by Kinder Morgan		0		No data		DOMINION MIDSTREAM PARTNERS LP 		NO TEAR SHEET

		BLUEKNIGHT ENERGY				AZURE MIDSTREAM PARTNERS LP		Williams Cos did not have a beta		0		Williams Cos did not have a beta		 				WESTERN GAS PARTNERS LP		NO TEAR SHEET 

		REGENCY ENERGY				0				 				 				0

		TESORO LOGISTICS LP				0				 				 				0

		0				 				 				 				0

		 				 				 				 				 







Bond Rate

		UTAH STATE TAX COMMISSION

		INDUSTRY BOND CAP RATE ANALYSIS

		Oil & Gas Gathering Industry

		For:  January 1, 2020

		Adjusted for Property Tax



		*In Millions

				Bond Rating		Bond Rating						Mkt. Value		Weight		Bond Rate

				Mergent		S&P		Weight		Bond Rate		LT debt*		x LT Debt*		x LT Debt

		CRESTWOOD EQUITY PARTNERS LP

		ENERGY TRANSFER LP

		HOLLY ENERGY PTRS.		B1				3		7.01%		1250.3		3,751		88

		PLAINS ALL AMER. PIPE		Ba1				5		5.69%		7823.8		39,119		445

		SUMMIT MIDSTREAM PARTNERS LP		B1				3		7.01%		1393.0		4,179		98

		TALLGRASS ENERGY LP		Ba3				4		6.57%		2935.9		11,744		193

		WESTERN MIDSTREAM PART.		Ba1				5		5.69%		5904.5		29,523		336

		WILLIAMS COS.		Baa3				6		3.88%		21521.0		129,126		835

		 								

		 

		 

		 

		 

		 

		TOTAL										40,828.5		217,440.8		1,994.3

						Simple Avg		4		5.98%		Weighted Avg		5		4.88%









		Mergent / S&P		Weight		Debt Rate						Mergent / S&P		Weight		Debt Rate

		 AAA / AAA 		9		3.01%						Ba3 / BB-		4		6.57%

		 AA / AA 		8		3.11%						B1 / B+		3		7.01%

		 A1/ A+ 		7		3.36%						B2 / B		3		7.45%

		 A2 / A 		7		3.36%						B3 / B-		3		7.89%

		 A3 / A- 		7		3.36%						Caa1 / CCC+		2		8.33%

		 Baa1 / BBB+ 		6		3.88%						Caa2 / CCC		2		8.77%

		 Baa2 / BBB 		6		3.88%						Caa3 / CCC-		2		9.21%

		 Baa3 / BBB- 		6		3.88%						Ca / CC		1		9.65%

		 Ba1 / BB+ 		5		5.69%						C / C		1		10.09%

		 Ba2 / BB 		4		6.13%





														SELECTED DEBT RATE FROM BOND CAP RATE ANALYSIS (Ba2 RATED)		6.13%



















































































































































































































































































Equity Yield Rate

		UTAH STATE TAX COMMISSION

		EQUITY INVESTMENT YIELD RATE ANALYSIS

		Oil & Gas Gathering Industry

		For:  January 1, 2020

		Adjusted for Property Tax



														Projected		Projected

				Relative 				Bond				Stock		EPS

bwiser: bwiser:
Earnings per share growth		Dividend		Current		D.G.M.

		Company Name		Financial Strength				Rating		Beta		 Price		Growth		Growth		Dividend		Rate

		CRESTWOOD EQUITY PARTNERS LP		B		1.11				1.50		31.44		5.00				0.00

		ENERGY TRANSFER LP		B+		1.00				2.05		13.55		13.00		3.00		1.22		17.00%

		HOLLY ENERGY PTRS.		B		1.11		B1		0.95		22.79		2.00		2.50		2.69		14.05%

		PLAINS ALL AMER. PIPE		B+		1.00		Ba1		1.45		18.86		12.00		5.50		1.55		16.97%

		SUMMIT MIDSTREAM PARTNERS LP		C+		1.33		B1		1.50		3.27						0.00

		TALLGRASS ENERGY LP		B+		1.00		Ba3		1.40		22.11				10.50		2.20		20.45%

		WESTERN MIDSTREAM PART.		B+		1.00		Ba1		1.45		20.82		7.00		5.50		2.48		18.16%

		WILLIAMS COS.		B+		1.00		Baa3		1.90		23.59		20.00		6.00		1.52		19.44%

		 																		

		 																		

		 

		 

		 

		 

		 

		Mean				1.07				1.53		$   19.55		983.0%		550.0%		$   1.46		17.68%

		Input Override

Monte D. Roberts: Monte D. Roberts:
Overrides are based on the appraiser's judgement.







														

bwiser: bwiser:
Earnings per share growth		 CAPITAL ASSET PRICING MODEL (Realized Returns)



						Market Risk Premium												7.15%

						 Industry Beta (Risk Factor)												1.53



						Industry Risk Premium												10.94%

						Add: Risk-Free Rate												2.25%



										Cost of Equity Rate - CAPM								13.19%







				RISK PREMIUM MODEL (ValueLine's Financial Strength Rating)



						Market Risk Premium												7.15%

						Industry Relative Financial Strength (Risk Factor)												1.07



						Industry Risk Premium												7.65%

						 Add: Risk-Free Rate												2.25%



										Cost of Equity Rate - Risk Premium								9.90%







				INDUSTRY PREMIA MODEL 



						Market Risk Premium												7.15%

						Risk Free Rate												2.25%

						Industry Risk Premium (Ibbotson) SIC 104 Gold and Silver Ores												-



										Cost of Equity Rate - Industry Premia								N/A











Financial Strength

		UTAH STATE TAX COMMISSION

		FINANCIAL STRENGTH ANALYSIS

		Oil & Gas Gathering Industry

		For:  January 1, 2020

		Adjusted for Property Tax





		Company Name		A++		A+		A		B++		B+		B		C++		C+		C		SUM

		CRESTWOOD EQUITY PARTNERS LP		0		0		0		0		0		1		0		0		0		1.11

		ENERGY TRANSFER LP		0		0		0		0		1		0		0		0		0		1.00

		HOLLY ENERGY PTRS.		0		0		0		0		0		1		0		0		0		1.11

		PLAINS ALL AMER. PIPE		0		0		0		0		1		0		0		0		0		1.00

		SUMMIT MIDSTREAM PARTNERS LP		0		0		0		0		0		0		0		1		0		1.33

		TALLGRASS ENERGY LP		0		0		0		0		1		0		0		0		0		1.00

		WESTERN MIDSTREAM PART.		0		0		0		0		1		0		0		0		0		1.00

		WILLIAMS COS.		0		0		0		0		1		0		0		0		0		1.00

		 

		 

		 

		 

		 

		 

																				MEAN		1.07





		Financial Strength		Regression Ratio				Financial Strength Model

		A++		0.56				0.75

		A+		0.67				0.8

		A		0.78				0.86

		B++		0.89				0.93

		B+		1				1.01

		B		1.11				1.12

		C++		1.22				1.25

		C+		1.33				1.42

		C		1.44				1.68





Capitalization Structure

		UTAH STATE TAX COMMISSION

		CAPITALIZATION STRUCTURE AT MARKET VALUE

		Oil & Gas Gathering Industry



		Adjusted for Property Tax



		For:  January 1, 2020



				Total		Debt Due		Long-Term		Long-Term		Preferred

				Debt		in 5 yrs		Debt		Interest		Stock

		Company Name		(000,000)		(000,000)		(000,000)		(000,000)		(000,000)

		CRESTWOOD EQUITY PARTNERS LP		2313.0		-		2312.8				0.0

		ENERGY TRANSFER LP		46854.0		19900.0		46840.0		2315.0		0.0

		HOLLY ENERGY PTRS.		1431.9		1219.0		1431.9		71.9		0.0

		PLAINS ALL AMER. PIPE		10257.0		3799.0		9173.0		416.0		0.0

		SUMMIT MIDSTREAM PARTNERS LP		1393.0		-		1393.0				0.0

		TALLGRASS ENERGY LP		3451.3		745.3		3451.3		166.5		0.0

		WESTERN MIDSTREAM PART.		7739.0		3701.0		7731.0		314.0		0.0

		WILLIAMS COS.		22257.0		3161.0		20719.0		1300.0		0.0

		 

		 

		 

		 

		 

		 

		 

		0		11,962.0		5,420.9		11,631.5		763.9		0.0



		Weighted or Total		95,696.2		32,525.3		93,052.0		4,583.4		0.0



												Market Value

						Common						of Debt in

				Preferred		Shares						(000,000)

				Dividends		Outstdng		Recent		Tax		Rate Used =

		Company Name		(000,000)		(000,000)		Price		Rate		6.13%

		CRESTWOOD EQUITY PARTNERS LP		0		71.7		31.44		0.10%		2,313.0

		ENERGY TRANSFER LP		0		2619.4		13.55		0.10%		40,481.9

		HOLLY ENERGY PTRS.		0		105.4		22.79		0.10%		1,250.3

		PLAINS ALL AMER. PIPE		0		726.4		18.86		4.00%		7,823.8

		SUMMIT MIDSTREAM PARTNERS LP		0		74.9		3.27		0.10%		1,393.0

		TALLGRASS ENERGY LP		0		156.3		22.11		14.50%		2,935.9

		WESTERN MIDSTREAM PART.		0		218.9		20.82		5.00%		5,904.5

		WILLIAMS COS.		0		1210.0		23.59		23.00%		21,521.0

		 

		 

		 

		 

		 

		 

		Mean		0.0		647.9		19.6		5.86%		10452.9



		Weighted or Total		0.0								83,623.4



				Market Value

				of Pfd Equity in		Market

				(000,000)		Value of				Percent		Percent

				Rate Used =		Cmn Equity		Percent		Preferred		Common

		Company Name		6.13%		(000,000)		Debt		Equity		Equity

		CRESTWOOD EQUITY PARTNERS LP		-		2,254.2		50.64%		0.00%		49.36%

		ENERGY TRANSFER LP		-		35,492.9		53.28%		0.00%		46.72%

		HOLLY ENERGY PTRS.		-		2,402.1		34.23%		0.00%		65.77%

		PLAINS ALL AMER. PIPE		-		13,699.9		36.35%		0.00%		63.65%

		SUMMIT MIDSTREAM PARTNERS LP		-		244.9		85.05%		0.00%		14.95%

		TALLGRASS ENERGY LP		-		3,455.8		45.93%		0.00%		54.07%

		WESTERN MIDSTREAM PART.		-		4,557.5		56.44%		0.00%		43.56%

		WILLIAMS COS.		-		28,543.9		42.99%		0.00%		57.01%

		 

		 

		 

		 

		 

		 

		Mean		0.0		11,331.4		50.61%		0.00%		49.39%



		Weighted or Total		0.0		90,651.2		47.98%		0.00%		52.02%











Cap Rate

		UTAH STATE TAX COMMISSION

		2019 DISCOUNT RATE

		Oil & Gas Gathering Industry



		Adjusted for Property Tax



		For:  January 1, 2020



		INDUSTRY EQUITY INVESTMENT YIELD RATE



												RATES

				DIVIDEND GROWTH RATE MODEL								17.68%

				CAPITAL ASSET PRICING MODEL								13.19%

				RISK PREMIUM MODEL								9.90%

				INDUSTRY PREMIA MODEL (N/A)								N/A

				RECONCILED EQUITY RATE								13.19%

Susan D. Bowman: Ryan:
100% CAPM






		INDUSTRY DEBT YIELD RATE



				RECONCILED DEBT RATE								6.13%





		INDUSTRY CAPITALIZATION STRUCTURE



								Weighted

								Average		Average		Used

				DEBT STRUCTURE OF INDUSTRY				47.98%		50.61%		50.00%

				EQUITY STRUCTURE OF INDUSTRY				52.02%		49.39%		50.00%

								100.00%		100.00%		100.00%



		BAND OF INVESTMENT OVERALL RATE CALCULATION



								RATE		CAPITAL STRUCTURE		WEIGHTED RATE

				DEBT RATE 				6.13%		50.00%		3.07%

				EQUITY RATE				13.19%		50.00%		6.60%



						WEIGHTED AVERAGE COST OF CAPITAL						9.66%





						RATE		CAPITAL STRUCTURE		BEFORE TAX (DIVIDED BY)		WEIGHTED RATE

		WEIGHTED DEBT RATE				6.13%		50.00%		100.00%		3.07%

		WEIGHTED EQUITY RATE 1-MARGINAL RATE				13.19%		50.00%		75.000%		8.79%

		(FEDERAL & STATE INCOME TAXES)

				Tax-Adjusted Weighted Average Cost of Capital								11.86%







5 Year Analysis

		UTAH STATE TAX COMMISSION

		5 YEAR ANALYSIS

		Oil & Gas Gathering Industry

		Adjusted for Property Tax

		For:  January 1, 2020

		 

		Industry Model Rates (%)



		Equity Rates



				2017		2018		2019		2020		2021

		Equity Rate (CAPM)		12.37%		13.11%		14.20%		13.19%		12.18%

		     Risk Premium Model		10.08%		10.07%		10.33%		9.90%

		     Industry Premia Model (N/A)		-		-		-		N/A		N/A

		     Reconciled Equity Rate		12.82%		13.11%		14.20%		13.19%







		Debt Rate (From Bond Study) & Miscellaneous Rates



				2017		2018		2019		2020		2021

		     Debt Rate		6.94%		6.92%		6.40%		6.13%		6.13%

		     Market Risk Premium		6.94%		7.07%		6.91%		7.15%

		     Risk Free Rate		2.79%		2.58%		2.87%		2.25%

		     Inflation Rate (10 Yr. Avg.)		1.62%		1.56%		1.60%		1.68%







		Capitalization Structure



				2017		2018		2019		2020		2021

		      Debt Used		40.00%		40.00%		55.00%		50.00%		65.00%

		      Debt Actual (Weighted Avg.)		43.02%		41.80%		55.99%		47.98%

		      Equity Used		60.00%		60.00%		45.00%		50.00%		35.00%

		      Equity Actual (Weighted Avg.)		56.98%		58.20%		44.01%		52.02%



















































		Risk Factors



				2017		2018		2019		2020		2021

		     Industry Beta		1.38		1.49		1.64		1.53

		     Financial Strength 		1.05		1.06		1.08		1.06875

		     Industry Risk Premia (Ibbotson)		-		-		-		-		-







		Capitalization Rate



				2017		2018		2019		2020		2021

		      Before Tax (Tax-Adjusted)		15.24%		13.26%		12.04%		11.86%		8.25%

		      After Tax		10.47%		10.47%		9.91%		9.66%		9.67%









#REF!	

2017	2018	2019	2020	2021	1	Equity Rate (CAPM)	

2017	2018	2019	2020	2021	0.1237	0.13109999999999999	0.14199999999999999	0.13189499999999998	0.12180000000000001	     Risk Premium Model	

2017	2018	2019	2020	2021	0.1008	0.1007	0.1033	9.900500000000001E-2	     Reconciled Equity Rate	

2017	2018	2019	2020	2021	





     Debt Rate	2017	2018	2019	2020	2021	6.9400000000000003E-2	6.9199999999999998E-2	6.4000000000000001E-2	6.13E-2	6.13E-2	     Market Risk Premium	2017	2018	2019	2020	2021	6.9400000000000003E-2	7.0699999999999999E-2	6.9099999999999995E-2	7.1499999999999994E-2	     Risk Free Rate	2017	2018	2019	2020	2021	2.7900000000000001E-2	2.58E-2	2.87E-2	2.2499999999999999E-2	     Inflation Rate (10 Yr. Avg.)	2017	2018	2019	2020	2021	1.6199999999999999E-2	1.5599999999999999E-2	1.6E-2	1.6799999999999999E-2	





      Debt Used	2017	2018	2019	2020	2021	0.4	0.4	0.55000000000000004	0.5	0.65	      Debt Actual (Weighted Avg.)	2017	2018	2019	2020	2021	0.43020000000000003	0.41799999999999998	0.55989999999999995	0.47983999999999999	      Equity Used	2017	2018	2019	2020	2021	0.6	0.6	0.45	0.5	0.35	      Equity Actual (Weighted Avg.)	2017	2018	2019	2020	2021	0.56979999999999997	0.58199999999999996	0.44009999999999999	0.52015999999999996	





     Industry Beta	2017	2018	2019	2020	2021	1.38	1.49	1.64	1.53	     Financial Strength 	2017	2018	2019	2020	2021	1.05	1.06	1.08	1.0687500000000001	





      Before Tax (Tax-Adjusted)	2017	2018	2019	2020	2021	0.15240000000000001	0.1326	0.12039999999999999	0.11860000000000001	8.2500000000000004E-2	      After Tax	2017	2018	2019	2020	2021	0.1047	0.1047	9.9099999999999994E-2	9.6599999999999991E-2	9.6699999999999994E-2	







Presentation figures



																																				Weighted Average Cost of Capital 
Discount Rate Calculation

																																						Rate		Capital Structure		Weighted Rate

																																				Debt (Ba2)		6.13%		65%		3.98%

																																				Equity		12.18%		35%		4.26%

																																				Before Taxes WACC						8.25%

																																				Tax Adjusted WACC						9.67%



      Debt Used	2017	2018	2019	2020	2021	0.4	0.4	0.55000000000000004	0.5	0.65	      Equity Used	2017	2018	2019	2020	2021	0.6	0.6	0.45	0.5	0.35	





     Debt Rate	2017	2018	2019	2020	2021	6.9400000000000003E-2	6.9199999999999998E-2	6.4000000000000001E-2	6.13E-2	6.13E-2	



Equity Rate (CAPM)	2017	2018	2019	2020	2021	0.1237	0.13109999999999999	0.14199999999999999	0.13189499999999998	0.12180000000000001	





Presentation Figures 2



				Weighted Average Cost of Capital Discout Rate Calculation 



						Rate		Capital  Structure		 Weighted Rate

				Debt (Ba1)		7.24%		45%		3.26%

				Equity 		12.35%		55%		6.79%

				WACC						10.05%





ValueLine Data

		Company		Debt Rating		Beta		Rel Fin Strength		Tax Rate		Stock Price		Shares Outs.		Proj EPS Growth		Proj Div. Growth		Current Dividend		Return On Equity		Retention Rate

		Crestwood Equity Partners LP				1.5		B		0.15		31.44		71.7		5				0

		Energy Transfer LP				2.05		B+		0.11		13.55		2619.4		13		3		1.22

		Holly Energy Part.				0.95		B		0.01		22.79		105.4		2		2.5		2.69

		Plains All Amer. Pipe.				1.45		B+		8.2		18.86		726.4		12		5.5		1.55

		Summit Midstream Partners LP				1.5		C+		0.06		3.27		74.9						0

		Tallgrass Energy LP				1.4		B+		10.64		22.11		156.3				10.5		2.2

		Western Midstream Part.				1.45		B+		0.65		20.82		218.9		7		5.5		2.48

		Williams Cos.				1.9		B+		21.18		23.59		1210		20		6		1.52







Natural Gas Price 
Forecast 2023
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Natural Gas Price Forecast

• Gas Product Price
• If sold under contract, the price shall be the 

stated price as of January 1, adjusted for 
escalation and de-escalation

• If sold on the spot price market or to a direct end-
user, the price shall be the average price 
received for the 12-month period immediately 
preceding January 1, adjusted for escalation and 
de-escalation

Utah Tax Code R884-24P-14 (1)

16

Gas Forecast ’23



Natural Gas Pricing Factors

• Data Analysis:
• Supply 
• Demand
• Drilling 
• Production

• Other Variables
• Weather
• Economy

Source- DOGM

17
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2022 Utah Current Gas Well Count 

Source- DOGM (Jan 2023)

Utah Gas Wells Plugged by Year

2019 2020 2021 2022
127 102 79 69

Current Utah Gas Well Count

Producing Gas 
Wells 6497
Shut-in Gas 
Wells 1030
Total 7527

19

Drilling
2019 2020 2021 2022

Oil 118 51 56 161
Gas 18 1 13 48

Gas Forecast ’23



Source- DOGM (In thousands, 2022 
is annualized)

Gas Forecast ’23
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2023 Gas Price Forecast 

Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Start Price 6.95

Forecast 4.50 4.32 4.19 4.11 4.07 4.15 4.23 4.31 4.40

% Change -35% -4% -3% -2% -1% 2% 2% 2% 2%

23
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Oil Price 
Forecast 2023

Oil Forecast ’23
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Disclaimer

 Forecasted numbers are opinions of value 
and are subject to significant economic 
factors unknown or not reported as of 
January 1, 2023

Oil Forecast ’23
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“The oil market is especially sensitive 
even to a hint of expansion or 

contraction in supply.”

James Surowiecki

26
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2022 Highlights
Equilibrium

• Increase in supply and decrease in demand 
turned the market to surplus by end of year

• Continued zero-Covid policy in China
• US releases from SPR 

WTI-Brent 
• Declined over 30% from June 2022-End of 

Year
US oil production

• US net exports of crude and petroleum 
products reached all time high in 2022

27
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2023 Expectations

Macro
• Year of extreme uncertainty and volatility
• Wildcards: Russia, China, recession risk
• Russian sanctions likely to tighten global supply
• OPEC contracts after 2022 expansion
Demand
• China ends zero-Covid-demand to grow but 

when?
• US to replenish SPR
U. S. Production
• EIA forecasts 5% increase in production 2023

31
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R884-24P-10
“Product Price”

• Starting price is the weighted average posted 
price of the previous year

32
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Western Colorado
Posting 2021 2022 %

Month Days Price Price Change

January 31 $              42.39 $                  72.97 72%

February 28 $              49.35 $                  81.51 65%

March 31 $              52.65 $                  98.73 88%

April 30 $              51.99 $                  91.71 76%

May 31 $              55.45 $                  99.83 80%

June 30 $              61.64 $                103.93 69%

July 31 $              62.72 $                  89.93 43%

August 31 $              58.00 $                  81.21 40%

September 30 $              61.83 $                  73.85 19%

October 31 $              71.51 $                  76.53 7%

November 30 $              68.94 $                  73.99 7%

December 31 $              61.98 $                  66.45 7%

Year End Weighted Average Price $/BBL $              58.20 $                  84.22 48%

3333
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2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Western Colorado $       84.22 $   64.01 $   69.13 $   71.20 $   73.34 $   74.80 $   76.30 $   77.06 $   77.83 $   78.61 

Black Wax $       82.44 $   62.65 $   67.67 $   69.70 $   71.79 $   73.22 $   74.69 $   75.43 $   76.19 $   76.95 

Yellow Wax $       82.44 $   62.65 $   67.67 $   69.70 $   71.79 $   73.22 $   74.69 $   75.43 $   76.19 $   76.95 

Paradox $       83.39 $   63.38 $   68.45 $   70.50 $   72.61 $   74.07 $   75.55 $   76.30 $   77.07 $   77.84 

Wyoming Sweet $       87.83 $   66.75 $   72.09 $   74.25 $   76.48 $   78.01 $   79.57 $   80.37 $   81.17 $   81.98 

% Increase/Decrease -24% 8% 3% 3% 3% 2% 2% 1% 1%

Oil Forecast ’23

Forecast for all Oil Types in Utah
3636



Contacts
• JJ Alder – Manager Oil & Gas – jwalder@Utah.gov 801-573-0131

• Matthew Fudge – Senior Oil & Gas Analyst – mfudge@Utah.gov 385-499-0550

• Joseph Thomas – Oil & Gas Analyst – josephthomas@Utah.gov 385-285-5020

• Stephen Sorweid – Oil & Gas Analyst – ssorweid@utah.gov 385-499-0546

37

Oil Forecast ’23

mailto:jwalder@Utah.gov
mailto:mfudge@Utah.gov
mailto:josephthomas@Utah.gov
mailto:ssorweid@utah.gov


Sources for Natural Gas & Oil Price Forecasting
• U.S. EIA – United States Energy Information Administration

• International Monetary Fund

• Bank of America – Merrill Lynch

• NGSA- Natural Gas Supply Association

• NYMEX – (CME Group)

• Sproule Associates

• AJM Deloitte

• Texas Comptroller 

• World Bank
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