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ADVISORY TAX AUDIT

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Beaver Management Corporation and Limited Partners of Beaver Coal Company, Limited:

Opinion

We have audited the consolidated financial statements of Beaver Coal Company, Limited (the “Partnership”), which
comprise the consolidated balance sheets as of December 31, 2024 and 2023, and the related consolidated statements
of income, equity, and cash flows for the years then ended, and the related notes to the consolidated financial
statements.

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the
Partnership as of December 31, 2024 and 2023, and the results of their operations and their cash flows for the years
then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America
(“GAAS”). Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are required to be independent of the Partnership and to meet our
other ethical responsibilities in accordance with the relevant ethical requirements relating to our audits. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Partnership’s ability to continue as a going
concern for one year after the date that the consolidated financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report thatincludes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with GAAS will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the consolidated financial statements.
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In performing an audit in accordance with GAAS, we:

o Exercise professional judgement and maintain professional skepticism throughout the audit.

¢ |dentify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial
statements.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Partnership’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the consolidated financial
statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Partnership’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

/Z/Z%«LQM%%BMW, (-

March 26, 2025



Beaver Coal Company, Limited
Consolidated Balance Sheets
December 31, 2024 and 2023

Assets

Cash and cash equivalents
Accounts receivable
Prepaid expenses

Unbilled rental income
Other assets

Land

Property and equipment, net

Liabilities and Partnership Capital

Liabilities
Notes payable

Accounts payable and accrued expenses

Deferred revenue
Withholdings on distributions
Total liabilities

Partnership capital

General partner - Beaver Management Corporation
Limited partners - 24,878 shares of interest

Undistributed earnings

Partnership capital - controlling interest

Noncontrolling interest
Total partnership capital

2024 2023
$ 4645819 $ 6,082,868
743,766 1,437,244
143,871 105,089
369,080 346,576
43,404 125,915
3,511,890 3,511,890
6,957,154 6,820,360
$ 16,414,984  $ 18,429,942
$ 415982 $ 532,886
229,509 201,402
158,556 185,226
626,384 619,813
1,430,431 1,539,327
5,000 5,000
2,694,546 2,694,546
12,211,234 14,113,953
14,910,780 16,813,499
73,773 77,116
14,984,553 16,890,615
$ 16,414,984  $ 18,429,942

The Notes to Consolidated Financial Statements are an integral part of these statements.
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Beaver Coal Company, Limited
Consolidated Statements of Income
Years Ended December 31, 2024 and 2023

Revenues
Coal royalties
Minimum rental charges from coal lessees
Gas royalties from lessees
Timber royalties
Emission reduction royalties
Stone royalties
Rentals and other revenue

Expenses
Salaries and other administrative expenses, including fees
paid to Beaver Management Corporation ($329,000 in 2024
and $304,000 in 2023)
Real property taxes, less amounts charged to lessees
($973,680 in 2024 and $903,538 in 2023)

Operating income

Other income (expense)
Depreciation and amortization
Gain (loss) on disposal of property and equipment
Interest expense

Consolidated net income

Income allocable to noncontrolling interest

Income allocable to controlling interest

2024 2023
$ 4,918,669 $ 8,931,618
50,000 58,333
89,577 73,441
674,763 942,911
33,592 97,640
111,566 101,213
2,782,096 2,742,847
8,660,263 12,948,003
2,404,400 2,284,408
153,075 186,833
2,557,475 2,471,241
6,102,788 10,476,762
(370,629) (386,979)
1,000 (17,068)
(16,100) (20,611)
(385,729) (424,658)
5,717,059 10,052,104
17,890 16,902

$ 5699,169  $ 10,035,202

The Notes to Consolidated Financial Statements are an integral part of these statements.
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Beaver Coal Company, Limited
Consolidated Statements of Equity
Years Ended December 31, 2024 and 2023

Partnership Capital

General Limited Undistributed Noncontrolling

Partner Partners Earnings Interest Total
January 1, 2023 $ 5,000 $ 2,694,546 $ 13,300,713 $ 76,770 $ 16,077,029
Net income - - 10,035,202 16,902 10,052,104
Contributions - - - 3,064 3,064
Distributions - - (9,221,962) (19,620) (9,241,582)
December 31, 2023 5,000 2,694,546 14,113,953 77,116 16,890,615
Net income - - 5,699,169 17,890 5,717,059
Distributions - - (7,601,888) (21,233) (7,623,121)
December 31, 2024 $ 5,000 $ 2,694,546 $ 12,211,234 $ 73,773 $ 14,984,553

The Notes to Consolidated Financial Statements are an integral part of these statements.
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Beaver Coal Company, Limited
Consolidated Statements of Cash Flows
Years Ended December 31, 2024 and 2023

Operating activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation and amortization
(Gain) loss on disposal of property and equipment
Changes in operating assets and liabilities
Accounts receivable
Prepaid expenses
Unbilled rental income
Other assets
Accounts payable and accrued expenses
Deferred revenue
Withholdings on distributions

Net cash provided by operating activities

Investing activities
Purchase of property and equipment
Proceeds from sale of property and equipment
Refund (deposit) on land purchase
Net cash provided by (used in) investing activities

Financing activities
Distributions to limited partners
Distributions to general partner
Capital contributions by noncontrolling interest
Capital draws by noncontrolling interest
Repayments of notes payable
Net cash used in financing activities

Net change in cash and cash equivalents

Cash and cash equivalents
Beginning of year

End of year

Supplemental disclosure of cash flow information
Interest paid

2024 2023
$ 5,717,059  $ 10,052,104
370,629 386,979
(1,000) 17,068
693,478 (438,117)
(38,782) 6,430
(22,504) (6,216)
28,107 50,775
(26,670) 12,974
6,571 (180,187)
6,726,888 9,901,810
(507,423) (511,337)
1,000 888,518
82,511 (82,190)
(423,912) 294,991
(7,587,790) (9,204,860)
(14,098) (17,102)

- 3,064
(21,233) (19,620)
(116,904) (112,392)
(7,740,025) (9,350,910)
(1,437,049) 845,891
6,082,868 5,236,977

$ 4645819 $ 6,082,868
$ 16100 $ 20,611

The Notes to Consolidated Financial Statements are an integral part of these statements.
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Beaver Coal Company, Limited
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

1.

THE PARTNERSHIP

Pursuant to the plan of liquidation of Beaver Coal Corporation as of December 29, 1967, the shareholders of the
Corporation contributed assets, principally cash and coal lands, to Beaver Coal Company, Limited,
a Pennsylvania limited partnership. The limited partnership agreement expired but was renewed in accordance
with the agreement as of October 31, 1988 and October 31, 2009. The current limited partnership, also named
Beaver Coal Company, Limited (the “Partnership”), will continue until October 31, 2030, unless previously
terminated under a section of the agreement. The sole general partner of the Partnership is Beaver
Management Corporation (“Beaver Management’). The Partnership derives its revenue principally from
royalties and rents received from leased land located in West Virginia. The Partnership also owns an entity,
Airport Road Mini-Storage, LLC, for which it has a 91% interest, for the purpose of building and maintaining
mini-storage facilities. The Partnership also owns a wholly owned subsidiary, Woodlands Amenities, LLC, for
the purpose of building and renting the Cabins at Pine Haven and the construction of Country Club Village for
the sale of residential real estate. Country Club Village was sold in its entirety during the year ended
December 31, 2023.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements include the accounts of the Partnership and its majority-owned
subsidiary, Airport Road Mini-Storage, LLC, and the Partnership’s wholly owned subsidiary, Woodlands
Amenities, LLC. All intercompany accounts and transactions have been eliminated.

Basis of Accounting
The accompanying consolidated financial statements have been prepared on the accrual basis of accounting in
conformity with accounting principles generally accepted in the United States of America (“U.S. GAAP”).

Concentrations of Credit Risk

The Partnership maintains cash deposits at financial institutions located in Pennsylvania and West Virginia.
These deposits may, at times, be in excess of the Federal Deposit Insurance Corporation (“FDIC”) insurance
limit of $250,000 or not be covered by the FDIC. Any loss incurred or a lack of access to such funds could have
a significant adverse impact on the Partnership’s financial condition, results of operations, and cash flows.

Two customers accounted for 57% (29% and 28%, individually) of the Partnership’s revenues during the year
ended December 31, 2024. As of December 31, 2024, two customers accounted for 64% (38% and 26%,
individually) of the Partnership’s outstanding accounts receivable.

Two customers accounted for 69% (39% and 30%, individually) of the Partnership’s revenues during the year
ended December 31, 2023. As of December 31, 2023, three customers accounted for 84% (52%, 19% and
13%, individually) of the Partnership’s outstanding accounts receivable.

Cash and Cash Equivalents
The Partnership considers all highly liquid investments with maturities of three months or less when purchased
to be cash and cash equivalents.



Beaver Coal Company, Limited
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

Accounts Receivable

Accounts receivable are uncollateralized customer obligations due under normal trade terms requiring payment
within 30 days from the invoice date. Customer account balances with invoices dated over 60 days old are
considered delinquent. Unpaid accounts receivable do not bear interest. Accounts receivable are stated at the
amount billed to the customer. Payments of accounts receivable are allocated to the specific invoices identified
on the customer’s remittance advice or, if unspecified, are applied to the earliest unpaid invoices. The
Partnership has tracked historical loss information for its trade receivables and compiled historical credit loss
percentages for different aging categories (current, 1-30 days past due, 31-60 days past due, 61-90 days past
due, and more than 90 days past due).

Management believes that the historical loss information it has compiled is a reasonable base on which to
determine expected credit losses for accounts receivables held at December 31, 2024 and 2023, because the
composition of the accounts receivables at that date is consistent with that used in developing the historical
credit-loss percentages (i.e., the similar risk characteristics of its customers and its lending practices have not
changed significantly over time). Management also considered the forecasted market trends of its customers’
industries and general economic conditions and has concluded that no adjustment to the historical loss ratesis
necessary. As a result, management applied the applicable credit loss rates to determine the expected credit
loss estimate for each aging category. After calculating, management has determined that the impact is not
significant and no accrual for an allowance for expected credit losses is necessary at December 31, 2024 and
2023.

Property and Equipment
Property and equipment are stated at cost. Depreciation is provided using the straight-line method over the
estimated useful lives of the assets as follows:

Estimated
Description Life (Years)
Buildings 40
Property improvements 20
Machinery and office equipment 5-10
Vehicles 5

Income Taxes

The Partnership is not a taxpaying entity for federal and state income tax purposes, and thus no income tax
expense has been recorded in the consolidated financial statements. Income from the Partnership is taxed to
the partners in their individual or trust returns. The Partnership files a Return of Partnership Income with the
U.S. federal, Pennsylvania, and West Virginia tax jurisdictions. There are no pending income tax examinations
by the federal or state tax authorities. Management has evaluated the tax positions taken within its tax returns
and does not believe there are any significant uncertain positions taken on the returns. There was no significant
interest or penalties incurred in 2024 or 2023.

U.S. GAAP requires management to evaluate tax positions taken by the Partnership and to recognize a tax
liability if the Partnership has taken an uncertain position that more likely than not would not be sustained upon
examination by taxing authorities. Management evaluated the Partnership’s tax positions and concluded that
the Partnership had taken no uncertain tax positions that require adjustment to the consolidated financial
statements to comply with the provisions of this guidance.



Beaver Coal Company, Limited
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

Advertising
Advertising costs are expensed as incurred. Total advertising expenses were $47,146 and $29,871 for the
years ended December 31, 2024 and 2023, respectively.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from these estimates.

Significant estimates include the accounts receivable allowance for expected credit losses and emission
reduction royalties.

Revenue Recognition

The Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2014-09,
Revenue from Contracts with Customers (Topic 606). This new standard replaces all previous accounting guidance
on this topic and eliminates all industry-specific guidance. The new revenue recognition guidance provides a unified
model to determine how revenue is recognized. The core principle of the guidance is that an entity should recognize
revenue to depict the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services. In doing so,
companies need to use more judgement and make more estimates than under prior guidance. Judgments include
identifying performance obligations in the contract, estimating the amount of consideration to include in the
transaction price, and allocating the transaction price to each performance obligation.

In determining the appropriate amount of revenue to be recognized as it fulfills its obligations under its agreements,
the Partnership performs the following steps: (i) identify contracts with customers; (ii) identify performance
obligation(s); (iii) determine the transaction price; (iv) allocate the transaction price to the performance obligation(s);
and (v) recognize revenue when (or as) the Partnership satisfies each performance obligation. A performance
obligation is a promise in a contract to transfer a distinct good or service to the customer and is the unit of
accounting in Topic 606.

Beaver Coal Company, Limited derives its revenue principally from coal, gas, timber, and emission reduction
royalties and rents received from leased land located in West Virginia. Airport Road Mini-Storage, LLC derives
its revenue from rents received from mini-storage facility rentals. Woodlands Amenities, LLC derives its revenue
primarily from rents received from cabin rentals.

The royalty revenue’s performance obligation includes providing the lessee the right to mine and sell coal, extract
and sell natural gas, timber the forests and sell the timber, and flare methane gas and sell emission reduction
credits over the lease term. Revenue is recognized on a production basis by deferring the minimums until
recoupment occurs through production and recognizing the excess royalties when received.

Rental revenue derived from leases is recognized upon transfer of control to the customer, which is typically
upon when the customer is given the right to use the component under lease. No separate performance
obligations are present within these contracts. The Partnership recognizes revenue from the lease agreements
on a straight-line basis under the accrual basis of accounting. Any rental payments received prior to the rental
period when earned are recorded as a liability (deferred revenue), and any rental income that is earned but not
yet paid is recorded as an asset (unbilled rental income).

The accounts receivable balance at January 1, 2023, was $999,127.



Beaver Coal Company, Limited
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

3.

FAIR VALUE ACCOUNTING

The accounting pronouncement on fair value measurements identifies a hierarchy of valuation methods used to
determine fair value, with each fair value measurement placed into the proper level based on the lowest level of
significant input:

Level 1 - Valuation is based on quoted prices for identical instruments traded in active markets.
Level 2 - Valuation is based upon quoted market prices for similar instruments in active markets, quoted prices
for identical instruments in markets that are not active, and a model-based valuation technique for which all

significant assumptions are observed in the market.

Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the fair
value of the asset or liabilities.

The following table represents the Partnership’s fair value hierarchy for its cash equivalents measured at fair
value on a recurring basis as of December 31, 2024:

Level 1 Level 2 Level 3 Total
Government money market fund $ 1606919 § - $ - $ 1,606,919
Money market fund 65,791 - - 65,791
$ 1,672,710 $ - $ - $ 1,672,710

The following table represents the Partnership’s fair value hierarchy for its cash equivalents measured at fair
value on a recurring basis as of December 31, 2023:

Level 1 Level 2 Level 3 Total
Government money market fund $ 2481265 § - $ - $ 2,481,265
Money market fund 61,059 - - 61,059
$ 2,542,324 $ - $ - $ 2,542,324

The government money market fund earned dividends of $125,654 and $116,883 during the years ended
December 31, 2024 and 2023, respectively.

LAND

The Partnership holds fee and mineral rights to approximately 40,000 acres of coal-bearing lands and
additionally holds approximately 9,600 acres without coal rights in Raleigh County, West Virginia. The property
is recorded at cost. Depletion of the land is not recognized for financial reporting purposes until such time as the
carrying value of the property exceeds its estimated net realizable value.

10



Beaver Coal Company, Limited
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

5. PROPERTY AND EQUIPMENT

Property and equipment consist of the following as of December 31:

2024 2023

Buildings $ 5,777,776 $ 5,752,776
Property improvements 6,287,159 6,141,723
Machinery and office equipment 817,389 778,079
Vehicles 258,513 258,513
Construction in progress 592,650 294,973

13,733,487 13,226,064
Less: Accumulated depreciation and amortization 6,776,333 6,405,704

$ 6,957,154 $ 6,820,360

Depreciation and amortization expense was $370,629 and $386,979 for the years ended December 31, 2024
and 2023, respectively.

6. NOTES PAYABLE

The Partnership has a term loan outstanding from Summit Community Bank, which was acquired by Burke &
Herbert Bank in May 2024, that matures in August 2028. This loan bears interest at 3.75% per annum and is
due in monthly installments of interest and principal of $8,365. The term loan is secured by real estate,
assignment of rents, and leases. The principal due at December 31, 2024 and 2023 was $338,790 and
$425,917, respectively.

The Partnership obtained a second term loan from Pioneer Community Bank on June 28, 2022, with a face
value of $151,341 and a maturity date of June 28, 2027. This loan bears interest at 2.99% per annum and is
due in monthly installments of interest and principal of $2,719. The term loan requires the Partnership to
maintain certain financial covenants. The Partnership was in compliance with these covenants at December 31,
2024 and 2023. The term loan is secured by real estate. The principal due at December 31, 2024 and 2023,
was $77,192 and $106,969, respectively.

Maturities of the notes payable for each of the next four years are as follows:

2025 $ 119,732
2026 124,060
2027 110,819
2028 61,371

$ 415,982
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Beaver Coal Company, Limited
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

7.

10.

1.

COMMITMENTS

The coal leases specify minimum levels of production. If this minimum level is not achieved through production,
the deficiency must be satisfied through payment of a minimum rental charge. Revenues received through
production are classified as coal royalties, whereas revenues received as a result of satisfying the deficiency
are classified as minimum rental charges. Subject to certain limitations, royalties paid for coal mined above the
minimum levels paid in 2024 for all leases may reduce future production royalties in excess of the yearly
minimum by $371,586.

Minimum rentals and royalty payments to be received from these lessees and from business and residential
leases for each of the five years subsequent to December 31, 2024 are as follows:

2025 $ 2,381,448
2026 2,240,488
2027 2,247,591
2028 2,256,181
2029 2,287,742

$ 11,413,450

EMPLOYEE BENEFITS

401(k) Savings Plan

The Partnership has a defined contribution 401(k) savings plan covering substantially all employees meeting, on
a nondiscretionary basis, the service requirements as specified in the plan document. The Partnership, at its
discretion, will match participating employees’ contributions for up to the maximum allowed by Internal Revenue
Service regulations. The Partnership’s matching contribution was $51,501 and $49,882 in 2024 and 2023,
respectively.

CONTINGENCIES

The Partnership is subject to litigation in the normal course of business; however, there is no material litigation
at this time. The Partnership is of the opinion that, based on information currently available, the resolution of any
such legal matters would not have a material adverse effect on the consolidated financial statements.

MANAGEMENT FEE

The Partnership pays management fees to Beaver Management, the general partner of the Partnership,
approximately equal to the expenses disbursed by Beaver Management during the year. Management fees
amounted to $329,000 and $304,000 for the years ended December 31, 2024 and 2023, respectively. In
addition, the Partnership pays distributions to Beaver Management equal to Beaver Management's
proportionate interest as general partner of Beaver Coal Company, Limited.

SUBSEQUENT EVENTS

The Partnership has evaluated subsequent events through March 26, 2025, which is the date the consolidated
financial statements were available to be issued. Based on this evaluation, the Partnership has determined that
no subsequent events have occurred which require disclosure in or adjustment to the consolidated financial
statements.
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