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Current World Population Distribution
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2050 World Pouplation Distribution
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2000 GDP Distribution
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2030 GDP Distribution
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2050 GDP Distribution
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PER CAPITA GDP
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PetroleumPetroleum
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Natural GasNatural Gas
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Current Industrial Growth Current Industrial Growth 
TrendsTrends



2008 Industrial Investment
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Effects on US Infrastructure and Effects on US Infrastructure and 
Ad Valorem Tax AppraisalsAd Valorem Tax Appraisals



Short Term Effects on Domestic Short Term Effects on Domestic 
IndustryIndustry

Unstable business conditionsUnstable business conditions
–– Commodity bubbleCommodity bubble

–– Lack of visibility for business planningLack of visibility for business planning

–– Increasing intangible valuesIncreasing intangible values

Energy and commodity pricing and supply Energy and commodity pricing and supply 
instabilityinstability

Domestic capital spending shift to Domestic capital spending shift to ““stay in stay in 
businessbusiness””



Long Term Effects on Domestic Long Term Effects on Domestic 
IndustryIndustry

Increasing Competition for Energy and Natural Increasing Competition for Energy and Natural 
ResourcesResources
–– Increasing raw material pricesIncreasing raw material prices
–– Increasing energy pricesIncreasing energy prices
–– Periodic shortages of commoditiesPeriodic shortages of commodities

Increasing Economic ObsolescenceIncreasing Economic Obsolescence
–– Competitive pricing pressuresCompetitive pricing pressures
–– Increasing production costsIncreasing production costs

Increasing Functional ObsolescenceIncreasing Functional Obsolescence
–– Decreasing economies of scaleDecreasing economies of scale
–– Aging infrastructureAging infrastructure

Decreasing MarketabilityDecreasing Marketability



Ad Valorem Tax Appraisal Ad Valorem Tax Appraisal 
ConsiderationsConsiderations

Inclusion of short term trendsInclusion of short term trends

Inclusion of speculative transactionsInclusion of speculative transactions
–– Long term investments motivated by short Long term investments motivated by short 

term considerationsterm considerations

Proper risk analysisProper risk analysis

Highest and best use challengesHighest and best use challenges

Proper identification and valuation of Proper identification and valuation of 
intangiblesintangibles
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Cost Approach to ValueCost Approach to Value

Replacement Cost NewReplacement Cost New
–– Rapid changes in raw material pricesRapid changes in raw material prices
–– Rapid changes in labor availabilityRapid changes in labor availability

Functional ObsolescenceFunctional Obsolescence
–– Problematic to quantify penalties due to excess energy operatingProblematic to quantify penalties due to excess energy operating

costcost
–– Energy price shifts may shift some functional obsolescence Energy price shifts may shift some functional obsolescence 

items from curable to incurable and vice versa items from curable to incurable and vice versa 

External ObsolescenceExternal Obsolescence
–– Energy pricing instability can quickly turn plant profitabilityEnergy pricing instability can quickly turn plant profitability
–– New infrastructure may change market dynamicsNew infrastructure may change market dynamics



Income Approach to ValueIncome Approach to Value

Problematic revenue forecasting for DCFProblematic revenue forecasting for DCF

Difficulties estimating fixed and variable Difficulties estimating fixed and variable 
expensesexpenses

Intangible component to business Intangible component to business 
enterprise valueenterprise value



Comparable Sales ApproachComparable Sales Approach

Speculative transactions during periodic Speculative transactions during periodic 
upup--swingsswings

Lack of data during downturnsLack of data during downturns
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Questions?Questions?


