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‘VALUATION OF FARMLAND AND STRUCTURES SITUATED THEREON
FOR AD VALOREM PROPERTY TAX PURPOSES

§ 110-1A-1. General.

i.1 Scope. - These regulations clarify and implement state law relating to
the appraisal of farmland and structures situated thereon. Because these
regulations provide context modifications of relevant parts of 110 C.S.R 1 and
such regulations with context changes were adopted by the Tax Commissicner,
W. Va. Code & 11-1C~10(e), W. Va. Code § 11-1C-5(b) eliminates the reguirement
that this filing be subject to the procesading requirements of W. Va. Code
§ 29A-3-1 et seq. : .

1.2 Authority. - ¥. Va. Code.§ 11-1C-5(b).

1.3 Eiling Date. -
1.4 Effective Date. - July 1, 1991. .

§ 110-1A-2. ~Valuation Ruie.

2.1 Scope. - This rule prescribes haw the appraised value of farmland and
structures situated thereon will be determined for property tax purposes. This
rule does not define what property is subject to assessment for ad valoram
preperty taxes. Second, this rule does nect prescribe how the appraised valuss
determined under it will be adjusted on account of substitutions, accretions,
improvements, additions, replacements, destructions, removals, casualties, acts
of God, waste or any like occurrence. Third this rule does not prescribe when
appraised values determined under it will first be used.

2.2 Use of rule. - This rule shall be followed by all persons valuing
farmland and structures situated thereon in all counties fn which such property
is located or has a tax situs. This 1s necessary in order to meet the

requirement in the West Virginia Constitution, article X, § 1, that ad valorem
property taxation be equal and uniform throughout the State. Consequentiy, once
this rule is finally promulgated, it shall be binding upon the Tax Commission
and his employees, county assessors and their employees, county commissions,
sitting as boards of equalization and review and as administrative appraisal
review boards, and the Board of Public Works, until amended or repealed by the
Tax Commissioner “in the manner prescribed by law, or abrogated by statutory
amendment, or decision of the West Virginfa Supreme Court of Appeals. See
W. Va. Code § 11-1a-24 (13983). The objective of these yegqulations is the
appraisal of all real property used as farmiand and structures situated thereon
at its value for farm purposes.
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2.3 Construction. - This rule shall be appliad, and interpreted in case of
any ambiguity, in conformity with the West Virginia Constitution, and the
several provisions of the West Virginia Cocde relating to the definition and
determinatior of appraised value for purposes of ad valorem property taxation.
In no event shz1l this rule be construed as requiring any property to be
apprajsed in axcess. of its market value, or as subjecting to tax any property
that {s exempt from ad valorem property taxation under laws cof the United States
of this State. -

2.4 Annual Updating. - This rule shall be reviewed annually and amended &s
necessary in accordance with the provisions and reguirements of West Virginia
Code § 29a~3-1 et seg., in order to properiy refiect any future changes in
statutory or case law, to clarify application{s) of existing Taws or legislative
regulatioens and to amend policies and procedures of the State Tax Department
adcpted by procedural or finterpretive reguiations to impiement such Tlaws or
regulations. Whenever this rule vreguires the Tax Commissioner to annually
determine factors such as capitalization rates, acreage classification, etc.,
notice of his determinations shall be given to the public by filing notice
thereof in the State Register; and by sending a copy of the notice to each
assessor.

2.5 Definition. - ‘The following definitions of terms as used in these
regulations shall apply, uniess. the context clearly requires a different
meaning.

2.5.1 Agriculture. - The term "agriculture" shall mean cultivation
of the soil, inciuding the planting and harvesting of corps and the breeding and
management of livestock., See W. Va. Code § 11-5-3. Unless the context regquires
a more iimited meaning, the term "agriculture” dincludes "horticulture" and
"grazing". In this context, the tarm "agriculture" shall mean the production of
food, fiber, and ornamental woodland products, by means of cultivation, tillage
of the soil and by the conduct of farm animal, Tivestock, dairy, apiary, equine
or poultry husbandry, and the practice of horticulture, or any other plant or
farm animal production and all farm practices related, usual or incidental
thereto, including stcrage, packing, shipping and marketing, but not including
any manufacturing, milling or processing of such products by perscns other than
the producer thereef. See W. Va. Code § 19-19-2(a). Agriculture shall not
jnclude commercial forestry or the growing of timber for commercial purposes:
Provided, Tha%f the growing of Christmas trees, orchards and nursery stock shall
not be deemed to be commercial forestry or the growing of timber for commercial
purposes. See West Virginia Code § 11-1a-3(f) and (g), definitions "farm" and
"fayrming purposes”.

2.5.2 . Agricultural. - The term "agricultural" shall mean of or
relating to agriculture. - ) ' ' , )

2.5.3 Agricultural Land. - The term "agriculiural" Tand shall mean
of or relating to agriculture.

2.5.3.1 Not Tess than five (5) acres of Tland and the
improvements thereupon, used or useable in the preduction of agricultural or
farm products having an annual value of one thousand dellars {$1,000), or more,
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by the conduct of the business of agriculture, as defined in paragraph (1) of
this section. See W. Va. Code § 19-19-2(b), or

2.5.3.2 . Less than five (5) acres of land, part or all of which
is used to produce agricultural or farm products for sale, if annudl gross
proceeds from such sales are five hundred dollars ($508.00} or more.

(Note: Agricultural land is not autematically eligible for fTarm
use appraisal. See Sections 10.6{c) and 10.6(d) for gualifications.}

-

2.5.4 Capitalization Rate. - The term "capitalization rate" shall
mean a rate used to convert an estimate of _income to an estimate of market
value. .

2.5.5 Depreciation. =~ The term "depreciation" means the loss in
value of an object, relative to its replacement cost, and is divided into three
(3} types: physical deterioration; functional obsolescence; and economic

obsolescence. : .

2.5.5.1 Economic Obsclescence. - A loss in vaiue of a property
arising from "outside forces" such as changes in use, legislation that restricts
or impairs property rights, or changes in supply and demand relationships.

2.5.5.2 Functional Obsolescence. - The Tloss of value due to
factors such as excess capacity, changes fn technology, flow of material,
seasonal use, part-time use or other 1ike factors. The inability to perform
adequately the functicns for which an item was designed or the incapability to
be adapted to aiternative uses.

2.5.5.3 Physical Deterioration. - A loss in value due to wear

and tear.

2.5.5.4 Replacement Tost. - The cost of constructing z building
or improvement having the same utility, but using modern materiais, design and
workmanship. : -

2.5.86 Farm. - The term "farm" shall mean a tract or contiguous
tracts of land currently being used as part of a farming cperation, primarily
for farming purposes, whether by the owner therecf, or by a tenant, and which
has been so used at least seasonally during the year immediately preceding the
then currant tax year {unless it qualifies for one of the exceptions in Sectien
2.6.2.12.¢ 5f these of these regulatiens), bui shall not finclude Tands used
primarily in commercial purposes: Provided, That the growing of Christmas trees
or orchards and nursery stock shall not be deemed to be commercial forestry or

the growing of timber for commzrcial purposes. See West Virginia Code
§ 11-1a-3(f) and (g) defining "farm" and "farming purposes” and § 11-4-3,
defining "farm". For the purposes of this definftion, "contiguous tracts" are

farmlands which are in close proximity, but not necessarily adjacent: Froyvided,
That 211 such contiguous tracts are operated as part of the same farm management
plan, ' .

2.5.7 Farm Animal. - The term "farm animal" shall mean and include
any animal commonly found on a farm except that wildlife shall not be considered
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or deemed to be a farm animal unless intentionally and legally nurtured or
raised and is intended for farm work, consumption as food or other commercial
activity. This would include, but not be 1imited to, catfish, rabbits, buffalo,
mink, foxas and otters.

2.5.8 Farm Buildings. - The term "farm buildings” shall mean
structures which directly contribute to the operation of the farm, and shall
include tenant houses and guarters furnished farm employees without rent as part
of the terms of their employment.

2.5.9 Farm Purpcses. - The term '"farm purposes" shall mean the
utilization of iand to produce for sale, consumption or use, any agricultural
preducts, including, but not Timited to, livestock, poultry, fruit, vegetables,
grains or hays or any of the products derived from any of the foregeing,
tobacce, syrups, honey, and any and all horticultural and nursery stock,
Christmas trees, all sizes of ornamental trees, sod, seed and any and all
similar commoedities or products including farm wood Tots and the parts of a farm
which are Tands lying fallow or in timber or in wastelands. See W. Va. Ccde
§ 11-12-3(g).

2.5.10 Farm Rent. = The term “farm rent" shall mean the
consideration paid by a Tessee to lease Tand used for farming purposes. Such
consideration may be in cash or in kind, or a combination thereof.

2.5.11 Farm Use Application. - The term "farm use application"
means the application form designed by the Tax Commissioner which the land owner
must complete and file with the county assessor on or before September 1st of
each year in order to claim and obtain farm use valuation for the assessment
year beginning July lst of each year.

2.5.12 Application Ferm. - The application form required to be
filed with the assessor sn or before September 1st of esach year shall reguire
certification that +he farm complies with criterfa set forth 1in Secticen
2.6.2.12.¢c of thesa regulations, and renewal application from year to year shail
be sufficient upon statement certifying that no change has been made in the use
of farm property which would disqualify "farm use" classification for assessment
purposas. ' _

2.5.13 Farm Use Valuation. - The term "farm use valuation" shall
mean a value estimated by capitalizing the fafr and reasonable income which farm
property might be expected to earn in the locality where situated, if rented.

2.5.14 Filing Date. - The term "filing date" shall mean the date by
which the annual application for farm use must be received by the assessor of
the county wherein the property 'is situated. This application for farm use must
be annualiy filed and received by the assessor on or before September Ist
following the July lst assessment date. . .

2.5.15 Grazing. - The term "grazing" shall mean the use of land for
pasturage. See W. Va. Code § 11-5-3. ’ '
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2.5.16 Horticuiture. = The term "horticulture" shall mean plant
production of every character except forestry and plants not Tegally grown. Sse
W. Va. Ceode 8§ 11-15-3.

2.5.17 Horticultural. - The term "horticulturail” shall mean of or
relating to horticulture.

2.5.18 Management Rate. - The term "management rate" shall mean a
rate reflecting a return to an investor for the management of similar investment
pertfolios. - ’ : S

2.5.18 Natural Resource. — The term "natural resource" shall mean
and include the coal, oil, gas, ore, limestone, fireclay or other mineral or
mineral substance(s) in and under the surface of the Tland, and the timber
thereon.

2.5.20 " Non-Liquidity Rate. = The term "non-liguidity rate"shall
mean a rate reflecting a return to an investor representing the loss of interest
on an investment arising Trom the time reguired to seil the fnyesiment.

2.5.21 Normal Gross Rent. - The term "normal gross rent” shall mean
the rental amount which a property would attain in the cpen market at the time
of appraisal, whether it is higher, Tower or the same as the zactuzil contract
rent. :

2.5.22 Nursery. = The term "nursery' shall mean and include any
ground or premises on or in which plants are grown for sale or distribution and
transplanting. This may include any place where nursery stock is being treated,
packed or stored in preparation for sale, if such place is Teased tec or owned by
the same person (including a firm or corporation) who owns the plants while they
gre growing in the same nursary. _

2.5.23  HNursery Stock. - The term "“nursery stock" shall mean all
trees, shrubs and woody vines, including ornamentals, bush fruits, grapevines,
fruit trees and nut tress, whether cultivated, native or wild, and all buds,
grafts, scions, fruit pits and cuttings from such plants. It also shall mean
sod, didcluding sod plugs and sod producing plants, and herbacecus plants,
including strawberry plants, narcissus plants and narcissus bulbs. Florists' or
greenhouse plants for inside culture or use shall not be considered nursery
stock, except that all woody plants, whether greenhouse or field grown, if for
outside planting, are hereby defined as "nursery stock”. See West Virginia Code
§ 19-12-2(g). HNo plant shall be considerad nursery stock unless it is situated
in an actual "nursery," as defined in paragraph 2.5.21 of this section.

2.5.24 Plant ~and Plant Products. ~ The terms ‘plant™ and “plant
products” shall mean trees, shrubs, vines; forage, fiber, cereal plants and all
cther plants; cuttings, grafts, scions, buds and all other parts of plants; and
fruit, vegetables, roots, bulbs, seeds and all other parts of plants and plant
products. See W. Va Code § 18-12-2(3).

2.5.25 Properiy Tax Compcnent. - The term "property tax component!
shall mean a rate reflecting a provision for returning to an investor a sum of
money equal to property taxes paid cver the 1ife of the investment.
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2.5.26 Risk Rate. - The term "risk rate' shall mean a rate
reflecting & return to an investor a necessary to attract capital to an
investment containing a2 possible loss of principal or interest, or both.

2.5.26.1 Safe Rate. - The term "safe rate" shall mean a rate

reflecting a return to an investor on an investment which has Tittle, if any,

Tikelihood of loss of principal or anticipated return on investiment.

2.5.26.2 Wood Lot. - The term "wood Tot" shall mean that portion

of a farm in timber but shall not include land used primarily for the growing of

timber for commercial purposes except that Christmas trees, or nursery stock ang

woedland products, such as nuts or fruits harvested for human consumption, shall
be considered farm products and not timber products.

2.5.26.3 YWoodland Products. - The term "woodland product" shall
mean cut trees, firewood, posts, rails, splints, Jogs, Tlimbs and similar wood
proeducts and h1ckory nuts walnuts, beechnuts, butternuts, and similar edible
nuts or fruits of woody p]ants and maple sap used in mak1ng syrup and mapie
sugar.

2.6 Valuation Procedure.

2.6.1 Ganeral. - This rule prescribes valuation methodoliogies to
be employed in the appraisal of farm real estate (including the natural resource
present) and the method of assessment of Tands or minerals_ownad Dy domestic or
foreign corporations where the surface Ttand is used for farm purposes:
Provided, That the true and actual value of all farms used, occupied and
cultivated by their owners or bona fide tenants shall be arrived at according to
the fair and reasonable value of the property for the purpose for which it is
actually used regardless of what the value of the property would be if used for
some other purpose; and that the true and actual value shall be arrived at by
giving consideration to the fair and reasonable income which the same might be
expected to earn under normal conditions in the locality wherein situated, if
rented: Provided, however, That nothing herein shall alter the method of
assessment cf lands or minerals owned by domestic or foreign corporation.

T 2.6.2 . Criteria. = The following factors shall be indicative of but
not conclusive in determining whether lands which appear to be actively devnied
to,farm or agricultural use are in fact bona fide farms:

2.6.2.1 Present and past use of the land, in particular, the
use during the yesar immediately preceding the then current tax year.

2.6.2.2 Participation in governmental or private agricultural
programs such as soil conservation, farmland preservation or federal farm
Tending agencies. -

2.6.2.3 Extent of production for sale of plants, livestochk and
feod for human and animal consumption.

2.6.2.4 Size of the parcel or parcels farmed. In particular,
whether such size is economically compatible with the agricultural use to which
the land is purportedly devoted.
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2.6.2.5 The amount of acreage in corps, pasturs and woodland.
2.6.2.6 The amount of Tivestock or poultry maintained thereon.

2.6.2.7 Whether or nor the favymer practices "custom farming™ on
the Tand in guestion.

2.6.2,8 The inventory of farm equipment and the conditian
theraof.

[

2.6.2.%9 The number, type, utility and condition of farm
buildings. o ;
2.6.2.10 The ratio of farm or agricultural use of the Tand to
other uses of the land.

2.6.2.11 The occurrence of multiple sales for nonfarm uses of
parcels out of & tract. The marketing of land as evidenced by such sales shall
be strong, but not conclusive, evidence that the property is not a bona fide
farm. ’ ‘ : )

2.6.2.12 Woodland shall be considered land of a bona fide farm
only if: o

2.6.2.12.a It is part of or appurtenant to a tract of
Tand which is determined by the assessor to he actively devoted to. farm or
agricultural use; or

2.6.2.12.b It  is contiguous to or operated in common
with a tract of land in the same ownership which has been determined by the
assessor to be actively devoted to agricultural use, and such woodland is not
used primarily in commercial forestry or the growing of timber for commercial
purpsses or any nonfarm use.

2.6.3 Qualification. - Qualifying farmland and the structures
situated thereon shall be subject to farm wuse valuatien, with primary
consideration being given to the income which the property m1ght De expected to
garn, in the locality wherein situated, if rented. However, for land to qualify
for farm use valuation, ail of the fo]?oWﬁng criteria must be met:

n

£2.6.3.1 The properiy must bm classified as & "farm," as defined

in Section 2.5 of these regulations. -

2.6.3.2 The property must be agricultural land used for "farm
purposes,” as defined in Section 2.5 of these regulations, at Teast seasonally
during the year immediately preceding the then current tax year, except that
property which because of a2 change in management, natural disaster or other good
reason was temporarily cut of production, or temporarily opnrated at less then
full production, and did not produce a sufficient crep in the immediately
preceding yvear will nevertheless qualify if it otharwise meets the requirements:
Provided, That no individual event shall be considered adequate to zallow
exemption under this paragraph for more than two (Z2) consecutive years. See
W. Va. Code 8§ 11-1a-3(f) and 11-l1a-3(g).
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2.6.3.2 The proparty must, in total, comprise not Tless than
five (5) acres of land, except that property comprising less than five (5)
acres, which otherwise qualifies, may nevertheless qualify if it meets the
income tast set forih in Section 2.6.3.4.b, 2.6.3.4.¢c or 2.6.3.4.d below,

2.6.3.4 Unless excepted under Section 2.6.3.2, the Tand must be
utilized to produce as follows:

2.6.3.4.a General Rule. - The farm must produce for sale,
consumption or use agricultural products (as listed in the definition of Farm
Purposes in Section 2.5 of these regulations) having a fair market value to the
producer of at Teast one thousand doliars ($1,000), inciuding any government
subsidies or payments for farm products which may be given away: or

2.6.3.4.b Small Farm Rule. = If the farm has a tetal area of
less than five (5) acres, then it must produce and sell at Teast five hundred
dollars ($500.00) worth of agricultural products (as listed in the definition of
Farm Purposes in Section 2.5 of these regulaticns): or '

2.6.3.4.c Biennial Harvests. — If the property would qualify
for farm use appraisal, except that it produced little or no harvest fin the
preceding tax year because it is substantially being used to produce a farm
nroduce which does not normally produce a harvest every year, this property
shall be classified as farm property even during the years when there s no
harvest and required to meet the one thousand dollars ($1,000.00) minimum
production value, or the small farm five hundred dollars ($500.00) minimum
producticn and sale, enly during those years when there is an actual harvest:
or

2.6.2.4.d Pre-production Rule. - If the property qualifies
for farm uses appraisal except for meeting the one thousand dollars ($1,000.00)
annual farm production test, then, if the failure is due to the farm product
being in the growing or development stage (which by its very nature requires
more than one (1) year to mature) the property is eligible for farm use
appraisal: Provided, That

2.%.3.4.4.1 the crop must have been planted (in
whole or in part) on or before the July first asssssment day for which farm use
value is sought; or

2.6.3.4.4.2 the Tivestock must have been acquired
(in whole or in part} on or before the July first assessment day for which farm
use value is sought. Additionally, a farm development plan must be attached to
the applicaticn, outlining hy year the plan for development of a preductive
farm. Within ten (10} years thereafter (including the first year for which farm
use value is sought), the value of farm production must reach an annual
wholesale value of cne thousand deliars ($1,000.00) or more. Otherwise, ~farm
use value i3 lost for the next tax year.

2.6.3.5 The annual wholesale of such farm commodities or
oroducts must be fifty percent (50%) or more of the annual gross income derived
from surface Tand use of the property.
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2.6.3.6 The application for farm use value must be submitted as
required in Section 2.8 of these regulations, and explain the basis for the
applicant's estimate of value of farm commodities or products produced from the
property for which farm use is sought.

2.6.3.7 Farm property producing income from natural resources,
mineral income, or property from which the mineral estate has Dbeen severed,
shall be treated in accordance with the provisions of Section 2.6.6.3 of these
regulations. -

[

2.6.4 DisqualificationsT = The following Tand is not eligible for
farm Yand vailuatiocn:

2.6.4.1 Land not used at least seasgnally during the year
immediately preceding the current year for farming purposes, unless it gualifies
under Section 2.6.3.2 of these regulations as land temporarily out of production
er under Section 2.6.3.4.c as land producing crops which deo not produce an
annual harvest or under Section_2.6.3.4.d as Tand bheing deaveloped to produce
agricultural products.

2.6.4.2 lLand consisting of a single tract of less than five (5)
acres, (or contiguous tract of land, the combined acreage of which is Tess than
five (5) acres) unless it gualifies as 2 small farm under Section 2.6.3.4.Db.

2.6.4.3 Land wused primarily in commercial forestry or the
growing of timber for commercial purposes except that Chrisimas trees,
ornamental plants and woodland products grown for human consumption are farm
products grown not timber or forestry products.

2.6.4.3.a Occasiona)l casual sales of other wood or woodland
products in relatively small quantities, or sales of wood or woodland products
incidental to, and normal part of, the cperation of a farm shall not constitute
commercial forestry or the sale of timber for commercial purpcses. Such sales
may be counted ftoward the annual determination of the value of farm commodities
on products under Section 2.6.3.4 of these regulations. If timber from &
portion of a farm is seld for commercial timber, and the proceeds from the sale
are gréater than the value .of agricultural crops produced by the Tand, the
timber arsa {only) shall be appraised as commercial timberiand until and unless
it is used for some other purpose or is being converted to farm production uses.

Example. - Sales by orchardists or Christmas trase growers of
trees, logs, limbs, or similar wood products as a result of the clearing of old
trees and planting of new trees in accordance with good farming practice, or as
a result of periodic pruning or trimming or removal of damaged or deceased trees
is incidental to, and a normal part of, the cperation of orchards, and shall not
constitute commercial forestry or the sale of timber for commercial purposes.

2.6.4.4 Land owned by a corporation that 9s not primarily
engaged in the business of farming. In the event that the controlling stock
interest in such cerporation is owned by another corporation, that corporation
owning the controlling interest must alsoc be primarily engaged in the business
of farming. ' ' ' '
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2.6.4.5 Properiy contained in a managed timberland appltiratiaon
(110 C.S.R. 1H, § 15).

2.6.5 Method. - Real preperty that is used primarily for farming
purposes under these regulations shall be valued by giving primary consideration
to the fair and reasonable income which the property might Le expected to earn
in the localiiy, where situated, if rented. To accempliish this valuation the
following procedures shall be emplayed.

2.6.5.1 Rental finformation on a cash or share basis for
pasture, tiliable and wood lot land shall be collected and verified by the Tax
Commissigoner, or assessors in each county. Provided, That where rental
information is not available or is deemed insufiicient by the assessor in any
given locale the rental infermation from similar neighboring locales, may be
considered in order to determine the rent atiributable %o each classified acre
of farmland. If that information s als¢ deemed by the Commissioner to be
insufficiéent, he may use the best rental information available to. him.

2.6.5.2 Rental rates shall be established annually by the
Assessors after a review of identifiable, willing selier-willing buyer
arms=length farmland leases that have occurred in the State of West Virginia
during the eight (8) years (W. Va. Code § 11~1A-3) prior to the appraisail date
and through review of any other appropriate infermation. The review shall give
primary emphasis to the information and Teases transacted during the most recent
years.

2.6.6 __ VNaluatijon.

2.6.6.1 Farmland. - Farmland shall be classified based upon its
actual fTarm use in the categories illustrated in Appendix 1. Rental amounis by
class shall be assigned to each class of land on 2 per acre basis. The per acre
rental value shall be capitalized to yield an appraised value per acre. The
appraisal value per acre thus determined shall be multiplied by the numbsr of
farm surface acres to yield the appraised value of farmland. This value shail
be the farm use value &3 required by West Virginia Code § 1I1-1A-10.
B 2.6.6.2 Farm Buildings. - Rental value of farm buildings and
other improvements on the farmiand, shall be valued by determining the
replacement cost of the building or structure by usual farm consiruction
practices, ~and farm labor standards and subtracting therefrom deprec1at1on
Both of these determinations shall be made 1in acceordance with the Tax's
Cepartment's real property appraisal manual as filed in the State Register in
accordance with Chapter 29A of the Code of West Virginia, 1931, as amended, and
as it relates to agricultural buiidings and structurss, One (1) acre of Tand
shall be assigned to all buildings as a unit situate on the property, regardless
of the actual acreage occupied by such buildings and shall be appraised at its
farm-use valuation based on the highest class of farm land present on the farm.

2.6.6.3 Timber & Dther Natural Resources. - Minerals, timber
and other natural resources on or under farmland subject toc farm use va1uat1on
will (except for woodlots) be valued based upon the following circumstances,
except that timber managed in accordance with Section 2.6.4.2.b shall he subject
to farm use appraisal only.
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2.6.6.3.a Fee estiates which include natural rescurces, where
income s not derived from such natural resource(s), shall be subject to farm
use valuation only. Such natural resource(s) as may underiie oy be present on
stich fee estates shall not be valued s¢ Tong as income is not derived therefrom..

2.6.6.3.b Fee estates which include natural resources, where
income is derived from such natural resource(s), shall be valued as follows:

2.6.6.3.b.1 Fee estates whare the annual wholesale
value of farm commodities or products, as enumerated in Section 2.5 of these
regulations is fifty percent (50%) or more of the usual annual gross income from
211 uses of the property, shall be subject to farm use valuation.

2.6.6.3.b.2 Fae estates where the annual wholesale
value of farm commodities or products as enumerated in Section 2.5 of these
requlations is Tess than fifty percent (50%) of the usual annual gross income
from all uses of the property, shall be valued by adding to the surface farm use
value, the applicable natural resource value as provided in West Virginia Leg.
Reg. Serfes 1 §§ 11.4, 11.5, 11.6, 11.7, 11.8.

2.5.6.3.b.3 For the purposes of these regulations,
payments in kind of natural resources %o any person from such fee estates shall
be considersd nonfarm income. For example: Payments of so calied "free gas" %o
lessors to tenants of a natural gas producing tract are nonfarm income for the
purposes of these regulations. : '

2.6.6.3.c Estates in land arising from the severance of the
surface and any mineral estate, shall be valued as follows:

2.6.6.3.c.1 Each separate aestate in land, if owned
by the person requesting farm use valuation, shall be valued as follows:

2.6.6.3.c.1.2a Where the annual wholesale value of
farm commodities or products as enumerated in Section 2.5 of these reguiations
is fifty percent (50%) or more of the usual annual gross income from all
separate estates, the property shall be subject to farm use valuation only.

2.6.6.3.c.1.b Where the annual wholesale value of
farm commodities or products, as enumerated in Section 2.5 of these regulations
is less than fifty parcent (50%) of the usual annual gross income from all uses
of the separate estates, the property shall be valued by adding to the surface
farm use value, the appiicable natural resource value as provided in West
Virginia Leg. Reg. Series 1 §§ 11.4, 11.5, 1l1.6, 11.7, 11.8.

2.6.6.3.c.2 Where the owner of any Treehold estate
in land is not the person requasting farm use valuation, those estates shall be
vatued as follows:

2.6.6.3.c.2.a The estate which encompasses the
surface land shall be subject to farm use vajuation.

2.6.6.3.c.2.b The estate(s) which do not
encompass surface Tand shall be valued as provided in West Virginia Leg. Reg.
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Series 1, §§ 11.4, 11.5, 11.6, 11.7, 11.8. Provided, however, That nothing

herein shall alter the method of valuation of Tlands or minerals owned by
domestic or foreign corporations. Property owned by & corporation or an
unincorporated business is not considered a farm or_land used for farming
purposes unless “the principal activity of the covporation or unincorporated
business 1s the business of farming, and in the event that the controlling stock
interast in a corporation is owned by another corporation, the corporation
owning the conirolling interesi must alse be in the business of farming. A
corpeoration or unincorporated business shall be deemed to be primarily engaged
in the business_of farming if, the wholesale value of farm commodities or
products as enumerated in Section 2.5 of these reguiations is fifty percent
(58%) or more of the anpual gross income of the corporation or unincorporated
business. An individual employed other than in farming is not an unincorporated
business, - . - :

2.6.6.4 Life Estates and Estates and Tnterests less Than Fee
Simple. - Life estates, dower interests, terms of years, remainders, remainder
interests and similar estates and interests in properiy gualified for farm real
estate valuation under these regulations shali be valued at present value based
upon the farmland valuation of the property derived in accordance with these
regulations. :

2.7 Capitalization Rule.

2.7.1 Discussion. - A single statewide capitalization rate will be

determined annually by the Tax Commissioner through the use of generally
accepted methods for estimating such rates. The rate so developed will assume a
Tevel paerpetual fincome series. The capitalization rate used to value farmland
will be developed considered (1) a discount rate determined by the summation
technique, (2) a recapture component, and (3) a property tax component.

2.7.2 . Components. — Companents of the capitalization rate are as
follows:
2.7.2.1 Discount Component.

- 2.7.1.%.a Summation Technique. - The summation technigue
will be employed 1in developing a discount component in the valuation of
farmland. Since ~land is a non-wasting asset and s expected to last
indefinitely the rental {income from land f{s assumed to be perpetual. The

present value of future rentals for farmland will be estimated reflecting the
foilowing four (4) major subcompenents of a discounts of a discount rate:

2.7.1.1.2.1 Safe Rate. - The "Safe Rate" will be
developed through review of quarterly interest rates offered on thirteen (13)
week United States Treasury Bills for a period of three (2) years priocr to the
appraisal date.

2.7.1.1.a.2 Risk Rate. = The "Risk Rate" will be
developed through review of data resulting from an annual survey of lending
institution, such survey reflecting interest rates required on Joans for
acquisition and/or development of farmland., This survey will be conducted for a
three (3) year period prior to the appraisal date. Results of the survey will
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be compared to gquarterly dinterest rates offered on thirteen (13) week United
States Treasury Bilis for the same three (2) year period. An  interest
differential will then be selected representing the "Risk Rate."

2.7.1.1.3.3 Non-Liquidity Rate. - The "Men-Liquidity
Rate"” will be developed through an annual survey to determine a reasonable
astimate of %ime that farmland remains on the market before being sold. The
selling time requirement thus determined will be used to identify United States
Treasury Bills with similar time differentizis in excess of thirteen (13) week
Treasury Bills. The interest differential between ihese securities will Be
deemed to be representative of the "Non-Liguidity Rate.”

2.7.1.1.a.4 Management Rate. = The "Management Rate"
will be developed through z survey of investment firms to identify charges for
the management of Jnvestment portfolios.

2.7.2.2 Recapture Component. Land is a nonwasting asset and s
expectad to Tlast indefinitely. Given this characteristic, Jinclusicn of a
recapture component in the capitalization rate is not appreopriate.

2.7.2.3 Properky Tax Componenit. - This component will be
derived by multiplying the assessment rate by the statewide average of tax rates

on Class II propérty.

2.8. Farmland and Structures Situated Thereon Valuation Appiication;
Appeal.

2.8.1 When to Apply. - In order to qualify under the provisions of
this rule for vaiuation purposes, the owner{s) of Tand must zpply annually for
farmiand valuation after June 30th and on or before September Ist of each year.
The application must be on forms prescribed by the State Tax Commissioner and
filad with the assessor of the county wherein the Tand is situated. See
Appandix 2 of these vregulations for applicaticn timetable.

2.8.2 Response tg Applicant. - The assessor must notify each
applicant, by first class mail, of his decision to grant or deny the
application, no Tlater than thirty (30) days following the vreceipt of the
application.” In those instances whers the application is denfed, the notice
must include the basis for the denial, advise the applicant of the right to
appeal and explain the appeal preocess.

2.8.3  Appeal Process. - The applicant may, within thirty {30) days
of notification of the denial of the application, appeal the assessor's decision
to the State Tax Commissioner. The State Tax Commissioner shall rule on the
petition not later than January lst and shall notify the appeilant and assessor
thereof 1in due course. The Tax Commissioner may tonsidar any appropriate
information relevant to the determination. The decision, which shall be binding
on the assesscr and property owner, shall only apply to the eligibiiity of
property for farm use valuation. The Tax Commissioner shall decide only the
issue of whether the property constitutes a "farm” or "farms" within the meaning
of West Virginia Code § 11-12-3(i) and these reguiations. Question invelving
classification shall be vresclved through West Virginia Code  § 11-3-24a,
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Questions invelving appraised values shall be resolved through West Virginia
Code & 11-3-24.

APPENDIX 1
CATEGORIES CF FARMLAND
A. INTROBUCTION

(a) Appendix 1 divides farmland into three (3) categoriss
according to utility or use ¢of the land.

(b) Farmland is categorized as:

(1) Tillable. = The term "tillable land" shall mean land
used or usable and intended for use in raising c<rops. )

(2) Pasture. - The term "pasture land" shall mean used or
usable and intended for use in grazing Tivestock. )

(2) Woedland. - The ierm "woodland" shall mean Tand used
for growing timber.

(¢) Fach of these thres {3) categories is divided into five (5)
subcategories which grade the properiy according to quality and fitness for the
particular utility or use category %to which it has been relegated. These
subcategories and designated "Grade A" through "Grade E." Land having less than
the highest quality and fitness {s classified as "Grade B" through "Grade E,"
"Grade E" being the lowest quality and fitness classification.

Any given tract of land may fall inte any number of these categories and
subcategories in accordance with the actual use to which the Tand is suited.

B.  TILLABLE

Tillable land is categorized into five (5} grades.

Grade "A" ~ This land is good loam soil that is easy to work (a tract
approximately ten (10) acres or more in one (1) continuous parcel) and can be
cultivated safely with ordinary good farm methods. This land fs nearly level
and there is 1ittle or no erosion.

Grade "B" - This land is Tevel to roliing and can be cultivated safely
with ordinary good farm methods. The soil may need lime or fertilizing. The
bottom land may need improved drainage.

Grade "C" - This tand is also Tevel to rolling crop land.  The
drainage of the property is generally good. A small amount of erosion may be
taking place. This land can be cultivated with care. It needs contour strip
cropping, usually best suited for hay and other grass crops. This type of
property may be cut into smaller sections due to some sort of natural or
man-made obstructions.
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Grade "D" -~ This %and is good hillside farmland; eight percent (80%)
of this land can be farmed with a tractor. The soil is generally of a good
quality and the drainage is good. This type of land is generally best suited
for the raising of hay.

Grade "E" ~ This crop tand is very steep hillside that is toc steep to
farm with modevrn farm machinery. The so0il is generally cof a poor quality and
its cultivation may cause severe erosion.

C. PASTURE
Pasture land is catagorized into five (%) grades.

Grade “"A" - This type of Tand could be used for efther pasture or cren
Tand. Its topography s Tevel to roliling. The land can be clipped with a
tracter; 1ime and fertilizer can be applied with modern farm equipment. The
drainage of the property will be good and the soil will be good quality. The
fand is clear of any significant overgrowth such as excess trees or brush.

Grade "B"™ -~ This land is of similar nature to Grade "A" Pasture land
other than the fact that the quality of the sofl is not good. The size of the
parcel will be of small nature. This type of Tand, for some reason, is not

suftabie for tiiling and generaily. best suited for permanent pasture.

Grade "C" - This land will generally have a moderate amount of
erosion. The topography of the Tand will be average.

Grade "D" - This land is generally hillside pasture that has a very

steep degree of slope.” The pasture will generally have some natural cbstruction

such as overbrush, etc. The type of soil is generally of poor quality.

Grade "E" - This JTand is generally very steep and there may be a
mixture of overbrush and pasture throughout. Brush must be cleared with hand
tecols. The soil consistency is generally of poor gquality; Time or fertilizer s
seldom appiied to this type of land and then only with hand tools.

T D. WOODLAND
Woodland is categorized into five (5) grades:

Grade "A" - This Tand is adaptable, upon clearing, for use as tillable

land or pasture. The topography of the land will be level to slightly rolling.

The soil type is generel of Tcam. There will be a stand of trees of commercial
species, :

Grade "B" - This land 9s also level te rolling. It is adaptabie for
other profitabie uses. . There may be & minimal amount of erosion. The soil is
generally of a good quality.

Grade "C" -~ The topography of this Tand indicates that its best use is
for the growing of timber. There is a stand of sound trees of commercial
species in gocd form. .
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Grade "D" - The topography of this Tand is such that the land is not
econcmically feasible to use for anything other than growing trees. There may
be some ercsion of the soil.

Grade "E" - The topography of this land is generally steep. It will
be difficult land from which to harvest the timber. This Jand generally
exhibits poor soil quality.

APPENDIX 2
TIMETABLE FOR FILING APPLICATION AND APPEALS

The following timetzble shows the final dates for filing the farm use
application, for filing appeals and for the issuance of administrative decisions
at each step of the application and appeal procedure.

September 1st - The taxpayer's farm use. application must be filed
after June 30th and on or before September Ist of +the calendar year for
determinations applicable to the next tax year. See Section 10.8.1 of these
regulations, : .

October 1st - The assessor must grant or deny the application and
notify the applicant of such action within thirty (30) days of .receipt of the
application. 322 Ssction 10.8.2 of these regulations.

October 31st - The applicant may appeal the assessor's decision to the
Tax Commissioner within thirty (30) days of notification thereof. See Section
10.8.3 of these regulations. :

January 1lst - The Tax Commissioner must rule on the applicant's appeal
on or before January ist. See Seciion 10.8.3 of these regulations. An adverse
decision of the Tax Commissioner may be appealed to the circuit court under West
Virginia Code § 11-3-25.

February 15th - If the Tax Commissioner rules in favor of thea
applicant, finding that the property fn controversy is a "farm" or "farms"
within the meaning of West Virginia Code § 11-1a-3(i) and these regulations, the
taxpayer may then petition the county commission under the review and
equalization provisions of West Virginia Code § 11-3-24 for farmland valuation.
The county commission must meet not latar than February 1st Tor the purpose of
equalization and review, and may not adjourn sine die before February 15th. See
W. Va. Code § 11-3-24.
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