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State Tax Bepartment
of Mest Wirginia
ARCH A MOORE, JR,

GOVERNOR . Charlestan 25305

March 12, 1885

Honorable Ken Hechler
Secretary of State

State Capitol, Suite 187~K
Charleston, WV 25305

Dear Mr. Heckler:

In accordance with W. Va. Code § 29A-3~95 the State
Tax Department is today filing for the state register
two (2) copies of legislative regulations governing the
appraisal of farm property subsequent to the statewide
reappraisal.

These regulations having previously been proposed
and filed for public comment and public hearings having
been held, they are now approved for submission to the
Legislature in accordance with W. Va. Code § 29A-3-0,
These regulations have been promulgated in accordance
with W. Va. Code §§ 11-1A-1(f) and 11-1A-10.

Copies of these regulations may be obtained from
the State Tax Department at 348-3940 or, toll free,
1 (8C0) B42-3604.

Very truly vours,
Miégzgfig%gz;ryl
State Tax Department

MEC/wws




FISCAL NOTE

Re: Fiscal note to approved W. Va. Leg. Reg. 11-1Aa
Ser. IA, § 10, Filed March 12, 1985.

The purpose of these regulations is to implement
the will of the Legislature expressed in W. Va. Code
§ 11-1A-10 relating to wvaluation of farm property for
ad wvalorem property taxation and to clearly state the
guaZifications for such valuation.

These rules restate and define the rule of W. Va.
Code § 11-~1A-10 that farmland shall be appraised as to
its falr and reasonable value for farming purposes by
giving primary consideration to the income which the
property might be expected to earn if rented. Conse-
quently this rule will not have any additional economic
input or fiscal conseguence beyond those inherent in
present statutory law.

In compliance with W. Va. Code § 29A-3-4, the
itenized cost of implementing these rules as they
relate to this State and to perscons affected by these
rules and regulations is as follows:

A. Cost to State and Taxpayers.

The administrative costs associated with
adninistering and enforcing these rules are
projected to be nominal.

Submitted to the State Register on March 12, 1985,
in compliance with W. Va. Code §§ 29A-3-5 and 29A-~-3-9.

T 7 frem

Michael E. Caryl f//
State Tax Commiss




To:

From:

STATE TAX DEPARTMENT

MEMORANDUM

Senator Ralph 0. Williams Date

Cochairman March 12, 1985
Legislative Rule~Making

Review Committee

Michael E. Caryl
State Tax Commissioner

Re: Filing of Approved Farm Regulations

Enclesed are the Farm Regulations which we filed today.

‘These regulations are the same as those provided on Friday,

March 8, 1985, except that the dates for filing the Farm
Use Application have been corrected, the references under
sections 10.05(c)(4}{A) and (B) to "farm products! were
changed to T"agricultural products," and under section
10.05(f£)(3) the term "non-farm" has been inserted before

the term Yincome.! Aégzzgézﬂ

Michael E.

<
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State Tax Department
Leg. Reg. 11-~1A
Series IA

Section 10.01

APPROVED

FARMLAND VALUATION REGULATIONS

Section 10. Valuation of Farmland.

10.01 General.

{a) Type of Regulations. -~ These regulations are

a MYlegislative rule" as defined in W. Va. Code §
2%A=-1-2{(d) (1982).

(b) Scope. -- These regulations clarify and im-
plement state law relating to the appraisal of farm-
land. See W. Va. Ccde §§ 11-1A-3 ard 11-1A-10 (1983).

(c) Autherity. -~ These regulations are issued
under the authority of W. Va. Code § 11-1A-1 (1983).

(d) ¥Filing Date. ~-- These regulations were filed

‘as proposed regulations in the State Register on
November 2, 1%84. They were approved and refiled on
March 12, 1985.

(e} Effective Date. -- These proposed regulations

will not take effect until after passage of an act of
the Legislature authorizing their promulgation and they
are refiled in the State Register pursuant to that act.

(f) Citation. -~ These regulations may be cited
as: W. Va. Leg. Reg. 1ll1-1A, Series IA, § 10._ __ , page
_ (1985).
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State Tax Depariment
Leg. Reg. 11-1A
Series IA

Section 10.02(a)

10.02. Scope, Use of Rule and Construction.

(a) Scope. == This rule prescribes how the ap-
ﬁraised value of farmland will be determined during the
statewide  reappraisal mandated by the West Virginia
Constitufion, Article X, § 1b. This rule doces not
define what property is subject to assessment for ad
valorem properiy taxes. Second, this rule dces not
prescribe how the appraised values determined under it
‘will be adjusted on account of substitutions, accre-
tions, imprcvements, additions, replacements, des-
tructions, removals, casualties, acts of God, waste or
any like occurrence.l Third, this rule does nct des-
cribe how the phase-in of increased valuation, if any,
resulting from the first statewide reappraisal will
apply to real and personal property.2 Fourth, this
rule dces noct prescribe when apbraised values deter—

mined under it will first be used.3

lw. vVa. Code § 11-12-14{(b) required the Tax Commissicner

to propose a legislative rule covering this subject
on or before September 1, 1984.

2. va. Code § 11-1A-22 relates to determination of the

phase-in, application and limitations.

3w. Va. Code § 11=1A-14(c) prchibits use of the first

statewide reappraisal until the Legislature directs
thelr use.

- Page 10.2




ﬁﬁﬁ=%E55ﬁ===;;;;E;;=;ﬁ;i5iiiiEﬁ---III-II-I-l-I--I-.-llIIlllllllII.---..-..-.--.....

State Tax Department
Leg. Reg. 11=1A
Series IA

Section 10.02(b)

(b) Use cf Rule. == This rule shall be followed

by all persons wvaluing farmland ﬁor purposes of the
statewide reappraisal in all counties in which such
‘property is located or has a tax situs. This is neces-
sary in order to meet the requirement in the West Vir-
ginia Constituticn, Article X, §§% 1 and 1b, that ad
valorem property taxation be equal and uniform through-
out the State. Consequently, once this rule is finally

promulgated, it shall be binding upon the Tax Commis-
sicner and his employees, county assessors and their
employees, counlty commissions, sitting as boards of
equalization and review and as administrative appraisal
review boards, and the Eoard of Public Works, until
amended or repealed by the Tax Commissioner in the
manner prescribed by law, or abrecgated by statutory
amendment, or decision of the West Virginia Supreme
Court of Appeals. See W. Va. Code § 11-1A-24 (1983).
The objective of these regulations is the appraisal of
all real property used ag farmland at its wvalue for
farm purposes.

(c) Cecnstruction. -- This rule shall be applied,

and interpreted in case of any ambiguity, in conformity

with the West Virginia Constitution, Article X, §§ 1,
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State Tax Department
Leg. Reg. 11-13
Series IA

Section 10.02(c)

ia and 1lb, and the several provisions o¢f the West
Virginia'Code relating to the definition and deterinina-
tion of appraised value for purposes of ad valorem pro-
berty taxation. In no event shall this rule be con-
strued as reguiring any property to be appraised in
excess 6f its market value, or as subjecting to tax any
property that 1is exempt from ad valorsm property

taxation under laws of the United States or this State.
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State Tax Department
Leg. Reg. 11-1A
Series IA

Section 10£.03

10.03. Annual Updating.

This rule shall be reviewed annually and amended
as necessary in accordance with the provisions and
requiremerts of W. Va. Code § 29A-3-1 et segq., in order
to properly reflect any future changes in statutory or
case law, to clarifly applicatiocn(s) of existing laws or
legislative reguletions and to amend policies and pro-
cedures of the State Tax Department adopted by proce-
dural or interpretive regulations to implement such
laws or regulaticns. Whenever this rule reguires the
TaX Commissioner to annually determine factors such as
capitalizetion rates, acreage classification, etc.,
notice of his determinaticns 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.

FPage 10.5
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-State Tax Department
Leg. Reg. 1ll=-1a
Series IA

Section 10.04

10.04. Definitions.

The following definitions of terms as used in

these regulations shall apply, unless the context
clearly reguires a different meaning.

(1) Agriculture. -- The term "agriculture" shall

mean cultivation of @ the soil, including the
planting and harvesting of creops and the breeding
and management of livestock. See W. Va. Code §
11-5-3. Unless the context recuires a more limited
meaning, the term "Yagriculture!" includes "horti-
culture" and "grazing.' In this context, the term
”agricultufe“ shall meaﬁ the production of food,
fiber, and ornamental woodland products, by means
of cultivation, tillage of the soil and by the
conduct of farm animal, livestock, dairy, apiary,
egquine 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 sterage, packing,
shipping and marketing, but not including any
manufacturing, milling or processing of such pro-
ducts by persons othér than the producer thereof.

See W. Va, Code § 19-19-2(a). Agriculture shall
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State Tax Department
Leg. Reg. 11-1A
Series IA

Section 10.04

not include commercial forestry or the growing of
timber for commercial purposes: Provided, that
the growing of Christmas trees, orchards and nur-
sery stock shall not be deemed to be commercial

forestry or the growing of timber for commercial

purroses. See W. Va. Code § 11-1A-3(f) and (g),
definitions “"farm" and "farming purposes.”

{(2) Agricultural. -- The term Yagricultural®

shall mean of or relating to agriculture.

(3) Agricultural Land. -- The term "agricultural

land" shall mean:

{a&) Not less than five acres of land and the
improvements thereupon, used or usable in the
production of agricultural or farm products
bhaving an annual value of one thcousand
dollars ($1,000), or meore, 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

(B) Less than five (5} acrés of land, part
or all of which is used to produce agricul-
tural or farm products for sale, 1if annual
~gross proceeds from such sales are five

hundred dollars ($500) cor more.
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State Tax Department

Leg.

Reg. 11-1a

Series IA

Section 10.04

[Note: agricultural land is not automatically
eligible for farm use appraisal. See Sections
10.05(c) and 10.05(d) for qualifications.]

(4) Capitalization Rate. =-- The term Ycapitali=~

zation rate'" shall mean a rate used to convert an
estimate of income to an estimate of market value.

(5) Depreciatien. -~ . The term "depreciation™

means the loss in value of an object, relative to
itgs replacement cost, and is divided into three
types: physical deterioration; functional obso-
lescence; and economic obsolescence.

(A) Economic gbsolescence. -- A 1loss in

value of a properiy arising from Youtside
forces! such as changes in use, legislation
that restricts or impairs property rights, or
changes in supply and demand relationships.

(B) Functional obsolescence. - The loss

of wvalue due to factors'such as excess capa-
city, changes in technology, flow of mater-
-ial, seasonal use, part-time use or other
like factors. The inadbility to perform
adequately the functions for which an item
was designed. |

(€)Y Physical deterioration. -- A lgoss in

value due to wear and tear.
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State Tax Department
Leg. Reg. 11-1a
Serieg IA

Secticn 10.04

(D) Replacement cost. -~ The cost of con-

structing a building or improvement having

the same utility, but using modern materials,

design and workmanship.
(6} Farm. ~-- The term "farm" shall mean a tract
or contigucus tracts of land currently being used
primarily for farming purposes, whether by the
owvner thereof, or by a tenant, and which has been
so used at least seasonally during the year immed-
iately preceding the then current tax year (unless
it gqualifies for one of the exceptions in
§ 10.05(c) of these regulations), but shall not
include lands used primarily in commercial
forestry or the growing of timber for commercial
purpcses: Provided, that the growing of Christmas
trees or orchards and nursery stock shall not be
deemed to be commercial forestry or the growing ofl
timber for commercial purposes. See W. Va. Ccde
§ 1ll1-1A-3(f) and (g) defining ¥Yfarm" and Yfarming
purposes" and § 11-4-3, defining "farm."

(7) Farm Animal. =-- The term "farm animal' shall

mean and includé any animal commonly found on a
farm except that wildlife shall not be considered
or deemed to be a farm animal unless intentionally

and legally nurtured or raised and is intended for

FPage 10.%




State Tax Depariment
Leg. Reg. 11-1A
Series IA

Section 10.04

farm work, consumption as food or cther commercial
activity. This would include, but not be limited
to, catfish, rabbits, buffalo, mink, foxes and
ctters,

(8) Farm Buildings. -- The term "“farm buildings"

shall mean structures which directly contribute to
the operation of the farm.

(¢} Farm Purposes. =-- The term "“farm purposes"

shall mean the uvtilization of land to produce for
sale, consumpticn or use, any agricultural pro=-
ducts, including, but nct limited to, livestock,
poultry, fruit, vegetables, grains or hays or any
0f the products derived from any of the foregoing,
tobacce, syrups, honey, and any and all horticul-
tural and nursery stock, Christmas trees, all
sizes of crnamental trees, sod, seed and any and
all similar comm>dities or products including farm
wood lots and the parts of a farm which are lands
lying fallow or in timber or in wastelands. See
W. Va. Code § 11-12-3(g).

{(10) Farm Rent. -- The term "farm rent" shall mean
the consideration paid by a lessee to lease land
used for farming purpdses. Such consideration may

be in cash or in kind, or a combination therecf.

- Page 10.10




State Tax Department
Leg. Reg. 11-1A
Series IA

Section 14.04

(11} Farm Use Application. -- The term “farm use

application" means the applicgtion form designed
by the Tax Commissioner which the land owner must
complete and file with the county assessor on or
before November lst of each year in order to claim
and obtain farm use valuation.

(12) Farm Use Valuaticn. =~- The term "fart use

valuation" shall mean a value estimated by capi-
‘talizing the fair and reasonable income which farm
property might be expected to earn in the locality
where situated, if rented.

(13) Filing Date. =-- The term "filing date" shall

mean tkhe date by which the annual application for
farm use must be received by the assessor c¢f the
county wherein the property is situated. This
application for farm use must ke annually filed
and received by the assessor on or before
September 1st follewing the July 1st assessment
date.

{14) Grazing. ~- The term "grazing" shall mezn the
use of land for pasturage. See W. Va. Code §
11-5=-3.

(15) Eorticulture. =-~- The term "horticulture"

shall mean plant preduction of every character
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State Tax Department
Leg. Reg. 1l1-31A
Series IA
Section 10.04
except forestry and plants not legally grown. See

W. Va. Code § 11-5-3.

(16)' Horticultural. =-- The term "horticultural'

shall mean ¢f or relating e horticulture.

(17) Management Rate. -- The term '"management

rate shall mean a rate reflecting a return to an
investor for the management of similar investment
portfolios. .

(18) Natural Rescurce. =-- The term "natural re-

source! 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 land, and the timper thereon.

{19) Non-Liguidity Rate. -- The term "non-liqui-

dity rate" shall mean a rate reflecting a return
to an ihvestor representing the loss of interest
on an investment arising from the time reguired to
sell the investment.

{20) Normal Gross Rent. -- The term "normal gross

rent! shall mean the rental amount which a pro-
perty would attain in the open market at the time
of appraisal, whether it is higher, lower or the
same as the actual contract rent.

{21) Nursery. -- The térm "marsery! shall mean

and include any ground or premises on or in which

plants are grown for sale or distribution and
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State Tax Department
Leg. Reg. 11-12
Series IA

Secticon 10.04
transplanting. This may include “any place where
nursery stock is being treated, packed or stored
in preparation for sale, if‘such place is leased
to or owned by the same person (including a firm
or corporaticn) who owns the plants while they are
growing in the same nursery.

(22) Nursery Stock. -~ The term '"mursery stock"

shall mean all trees, shrubs and woocdy vines,
including ornamentals, bush fruits, grapevines,
fruit +trees and nut trees, whether culoivated,
native or wild, and all buds, grafts, scions,
fruit pits and cuttings from such plants. It also
shall mean sod, including sod plugs and scd pro-
ducing plants, and: herbaceous 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 plant-
ing, are hearby defined as "nursery stock." See '
W. Va. Code § 18-12-2(¢g). ©No plant shall be con-
sidered nursery stock unless it is situated in an
actual "nursery," as defined in paragraph (21) of
this Section.

(23) Plant and Plant Products. - The terms

"plant" and "plant products" shall mean trees,
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State Tax Department.

Leg. Reg. 11-1A

Series IA

Secticn 10.04

shfubs, vines; forage, fiber, cereal plants and
all cther plants; cuttings, grafts, scions, buds
and all other parts of plants; and fruit, vege-
tables, roots, bulbs, seeds and all other parts of
plants and plant products. See W. Va. Code
§ 19-12-2(1).

{24) Property Tax Component. -~ The term ‘Ypro-

perty tax component" shall mean a rate reflecting
a provision for returning to an investor a sum of
money egual to property taxes paid over the life
of the investment.

(25) Risk Rate. -- The term "risk rate" shall
mean a rate reflecting a return to an investor
ﬁecessary to attract capital to an investment cdn-
taining a pessible loss of principal or interest,
or soth. ”

(26) Safe Rate. =-- The term '"safe rate' shall
mean a rate reflecting a return to an investor on
an investment which has littlé, if any, likelihood
of less of principal or anticipated return on
investment.

(27) Wood Lot. =-- The term "wood lot" shall
mean that portion of a farm in timber but shall
ot include land used pfimarily for the growing of
timber for commercial purposes except that Christ-

mas trees, nursery stock and woodland products for
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State Tax Department
Leg. Reg. 11-12
Series IA

Section 1C.04
human consumption shall be ccnsidered farm pro-
ducts and not timber products.

(28) woodland Products. =-=- The term ‘"woodland

products"” shall mean cut trees, firewoocd, posts,
rails, splints, logs, limbs and similar wood pro=-
ducts and hickory nuts, walnuts, beechnuts, but-
ternuts and similar edible nuts or fruits cf woody
plants and maple sap usec¢ in making syrup and

maple sugar.

Page 10.15




B e

State Tax Department
Leg. Reg. 11-1A
Series IA

Section 10.05(a)

10.05. vValuation Procedure.

(a) General. =~ This rule prescribes waluation
‘methodologies tc be employed in the appraisal of farm
real estate (including the natural resources present)
and the method of assessment of lands or minerals owned
by domestic or foreign corporations where the surface
land is used for farm purposes.

(b) Criteriaz. -~ The following factors shall be
considered in determining whether lands which appear to
be activelv devoted to farm cor agricultural use are in
fact bonz fide farms:

A(l) Present and past use of the land, in parti-

cular, the use during the year immediately prece-

ding the then current tax year.

(2) Participation in governmental or private

agricultural programs.

{(3) Extent of production. for sale of plants,

livestock and food Zor human and animal

consumption.

(4) Size of the parcel or parcels farmed. In

particular, whether such size is economically

compatible with the aéricu;tural use to which the

the land is purportedly devoted.
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State Tax Department
Leg. Reg. 11l=-12
Series IA

Section 10.05(b)

(5) The amount of acreage in crops, pasture and
weodland.
(6) The amount of Jlivestecck or poultry main-
tained thereon.
(7)” The amount of feedi consumed by livestock and
the amount of so0il additives applied to the
property.
(8} The inventory of farm =guipment and the
conditicn thereof.
(9) The number, type and condition of farm
buildings.
(10) The ratio of farm or acgricultural use of the
land to other uses c¢f the land.
(11) The occurrence of multiple sales of parcels
out of a tract. The marketing of land as eviden-
ced by such sales shall be strong, but neot conclu-
sive, evidence that the prererty is not a bena
fide farm.
(12) Woodland shall be considered land of a bona
fide farm only if:
(4) It is part of a tract of land which is
determined by the Tax Commissioner to be act-
ively devoted tc farm or agricultural use; or
(B) It is contiguous to a tract of land in

the same ownership which has been determined
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State Tax Deparitment
Leg. Reg. 11-1A
Series IA

Section 10.05(c)

by the Tax Commissioner to be actively
devoted to agricultural use; il was purchased
at the same time as the tract so used; ani
such woodland is not used primarily in
commercial ferestry or the growing of timber
for commercial purposes.

(c) Qualificaticn. -- Qualifying farmland shall

be subject to farm use valuation, with primary conside-

ratlion being given to the income which the property
might be expected to earn, in the locality wherein
situated, if rented. However, for land to qualify for
farm use valuation, all of the following criteria must
be met: |
(1) The property must be classified as a "farm,"
as defined in Section 10.04 of these regulations.
(2) The property must be agricultural land used
for "farm purposes," as defined in Section 10.04
of these regulations, at least seasonally during
the vear immediately preceding the then current
tax vear, except that property which because of a
change in management, natural disaster or other
good reason was temporarily out of production, or
temporarily operated at less than full production,
and did not precduce a sufficient crop in the imme-

diately preceding year will nevertheless qualify
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State Tax Departmenﬁ

Leg. Reg. 11-1A

Series IA

Section 10.05{c)

if it otherwise meets the re¢guirements: Provided,
That no reason shall be considered adeqguate to
allow exemption under this pafagraph for more than
twe consecutive years. See W. Va. Code §§
11-1A-3(£f) and 11-12-3(qg).
{3) The preoperty must, in total, comprise not less
than five (5) acres of land, except that property
comprising less than five (5) acres, which other-
wise qualifies, may nevertheless qualify if it
meets the income test set forth in Section
10.05(c)Y(4)(B), (C), cr (D) below.
(4) Unless excepted under Section 10.05(c}{(2),
the land must bes utilized to produce as follows:

(A} General rule. =-- The farm must produce

for sale, consumction or use agricultural
products (as listed in the definition of Farm
Purposes in Section 10.04 cof these regu-
lations) naving a fair market wvalue to the
producer of at least one thousand dollars
($1,000), including any government subsidies
or payments for farm products and including
the value of any products which may be given
away: or

(B} Small farm ruie. =-- If the farm has a

total area of less than five (5) acres, then
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Leg. Reg. 1ll1l-1A
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Section 10.05(c)

it must produce and sell at least five hun-

‘dred dollars ($500) worth of agricultural
products (as listed in the definition of Farm
Purposes in Section 10.C4 of these regu-
-lations): or

(C) Biennial harvests. -~ If the property

would qualify for farm use appraisal, except
that it produced little or no harvest in the

preceding tax year because it is substanti-

ally being used to produce a farm preoduct
which does not normally produce a harvest
every vear, this property shall be classified
as farm property even during the years when
there is no harvest and regquired to meet the
one thousand dollars (%1,000) minimum produc-
tion value only during those years when there
is an actual harvest: or

(D} Pre-production rule. -~ If the pro-

perty qualifies for farm use appraisal except
for meeting the one thousand dollars ($1,000)
annual farm production test, then, if the
failure is due to the farm product being in
the growing cor dévelopment stage (which by
its very nature requires more than one year
to mature) the property is eligible for farm
ﬁse appréisal: Provided; That
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{1}y ‘the crop must have been planted (in
whole or in part) on or before the July
first assessment day for which farm use
value is sought; or
{(2) the livestock must have been ac-
quired (in whele or 3in 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 application, outlining by
vear the plzan for development of a productive
farm. Within ten (10) years thereafter (in-
cluding the first year for which farm use
value is sought), the wvalue of farm produc-
tion must reach an annual wholesale value of
one thousand dellars (S1,000) or more. Other-
wise, farm use value is lost for the next tax
year.
{5) The annual wholesale wvalue of such farm com-
modities or products must be fifty percent (50%)
or more c¢f the annual gross income derived from
surface Jand - use of the prcperty.
{6) The application for farm use value must be
submitted as required in Section 10.07 of these

regulations, and explain the basis for the appli-
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cant's estimate of value of farm commodities or
products produced from the property for which farm
use is sought.
(7)) Farm property produéing income from natural
resources, mineral inccme, or property from which
+he mineral estate has been severed, shall be
treated in accordance with the provisions of
Section 10.05(f)(3) of these regulations.

(8) ©Disqualifications . -- The following land is

not eligible for farm land valuation:

(1) Land not used at least seascnally during the
vear immediately preceding the current year Zfor
farming purposes, unléés it «qualifies under
Section 10.03(c)(2) of these regulations as land
temporarily out of production or under Section
10.05(c)(4)(Cc) as land producing crops which do
not produce an annual harvest or under Section
10.05(c)(4)(D) as land being developed to produce
agricultural products.

(2) Land consisting of a single tract of less
than five (5) acres, [or contiguous tracts of
land, the combined acreage of which is less than
five (5) acres] unless it qualifies as a small

Ffarm under Section 10.05(c){(4)(B).

(3)
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(2) Land used primarily in commercial fores-
 try or the growing of timber for commercial
purposes except that Christmas trees, orna-~

mental plants and woodland preducts grown for

. human consumption are farm products and not
timber or forestry products.
(B) Occasional casual sales of other wood or
woodland products in relatively small guanti-
ties, or sales of wood or woodland products
incidental to, and a normal part of, the
operation of a farm shall not constitute
commercial forestry or the sale of timber for
commercial purposes. Such sales may Dbe
counted toward the annual determination of
the value of farm commodities on products
under Section 10.03(c)(4) of these regula-
tions. If a portion ¢f a farm is sold for
commercial timber, and the proceeds from the
sale are greater than the value of the agri-
cultural crops produced by the land, the
timber area (only) shall be appraised as
commercial timberland until and unless it is
used for some other purpose.
Example. =~=- Sales by orcﬁardists or Christnas
tree growers of trees, logs, limbs or similar wood
products as a result of the clearing of 0ld trees
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and planting of new trees in accordance with gocod
farming practice, or as a result of periodic prun-
ing or the trimming or removal of damaged or de-
ceased trees is incidental to, and a normal part
of, the operation of ocrchards, and shall not con-
stitute commercial forestry or the sale of timber
for commercial purposes.

{4} Land owned by a corporation that is not pri-
marily =ngaged in the business of farming. In the
event that the controlling stock interest in such
corporation is owned by another corporation, that
corporation owning the controlling interest must
also be primarily engaged in the business of
farming.

(e) Methed. =-- Real preoperty that is used pri-

‘marily for farming purposes under these regulafions

shall be wvalued by giving primary consideration to the
fair and reascnable income which the property might be
expected %to earn in the locality, where situated, if
rented. To accemplish this wvaluation the following
precedures shall be employed.
(1) Rental information on a cash or share basis
for pasture, tillable and wood lot land shall be
collected and verified by the Tax Commissioner, or
his agent in each county. Provided, that where
rental information is not available or is deemed
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insufficient by the Tax Commissicner in any given
locale the rental information from similar neigh-
boring lccales, may be considered in order to de-
termine the rent attributable to each classified
acre. of farmland. If trat information is also
deemed by the Commissioner to be insufficient, he
ma§ use the best rental informaticn available to
him.

(2) Rental rates shall be established annually by
the Tax Commissioner after a review of identifi-
able, willing seller-willing buyer arms-length
farmland leases that have cccurred in the State of
West Virginia during the eight (8) years (W. Va.
Code § 11-1A-3) prior to the =zppraisal date and
through review of any other appropriate informa-
tion. The review shall give primary emphasis to
the infeormation and leases transacted during the
most recent years.
(£) valuatien. )
(1) Farmland. -~ Farmland shall be classified
based upon its actual farm use in the categories
illustrated in Appendix 1. Rental amounts by class
shall be assigned to each class of land cn a per
acre basis. The per acre réntal value shall be
capitalized to yield an appraised value per acre.
The appraised value per acre thus determined shall
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be multiplied by the number of farm surface acres
to yield the appraised value of farmland. This
value shall be the farm use value as required by
W. Va, Code § 11-1A-10.

(2) PFarm Buildings. =-- Farm buildings and other

improvements on the farmland, shall ke valued by
determining the replacement cost of the building
or structure and subtracting thereform deprecia-
tion.t Both of these determinations shall be made
in accordance with the Tax Department's real pro-
perty appraisal manua12 as it relates to agri-
cultural buildings and structures. One (1) acre of
land shali be assigned to all buildings as a unit

situate on the property, regardless of the actual

1See Definition of depreciation in section 10.04 of
these regulations.

2the Tax Commissiocner was required by W. Va. Code
§ 11-12-24 to develop appraisal manuals for all
species of property, including farm property, for use
in making the statewide reappraisal.

These appraisal manuals were reviewed by a sub-
committee of six (6) assessors appointed by the West
Virginia Appraisal Control and Review Commission and
approved by the subcommittee in a report dated January
18, 1984. The West Virginia Appraisal Review and Con-
trol Commission accepted the subccmmittee's repori on
January 18, 1984. This commission consists of sixteen
citizen members appointed by the Governor, four each
from the State's four Ceongressiocnal Districts, from
names submitted to him by the county commissions of
the counties within each region. See W. Va. Code
§ 11-1A-27.
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acreage occupied by such buildings and shall be
appraised at its farm-use valuation bases on the
highest class of farmland present on the farm.

(3) Timber & Other Natural Resources. ~ Minerals,

timber and other natural ressources on or under
farﬁland subject to farﬁ use valuation will (ex-
cept for woodlots} be valued Dbased upon the
following circumstances, except that timber man-
aged in accordance with § 10.05(d)(3)(B) shall be
subject to farm use appraisal only.
(A) Fee estates which include natural re-
sources, where income is not derived from
such natural resources(s), shall be subject
to farm use valuation only. Such natural
resource(s) as may underlie or be present on
such fee estates shall not be valued so long
as income is not derived therefrom.
(B) Fee estates which include natural re-
sources, where income is derived from such
. natural resource(s), shall be wvalued as
follows:
(1) Fee estates where the annual whole-
sale wvalue of farm commodities or Pro-
ducts, as enumerated in Section 10.04 of

these regulations is fifty percent (50%)
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or more of the annual gross income from
all uses of the property, shall be sub-
ject to farm use valuétion.

(2) Fee estates where the annual whole-

sale wvalue of farm commodities or pro-

ducts as enumerated in Section 10.04 of
these regulaticns 1is less than fifty
percent (50%) of the annual gross income
from all uses cf the property, shall be
valued by adding to the surface farm use
value, the applicable natural resocurce
value as provided in W. Va. Leg. Reg.
11-1A, Series IA §§ 11.04, 11.05, 11.¢6,
11.07, 11.08.
(3) For the purposes of these regula-
tions, payments in kind cf natural re-
sources to any person from such fee
estates shall be considered non-farm
income. For example: Payments of so
called Yfree gas" to leésors or tenants
of a natural gas producing tract are
non-farm income for the purposes of
these regulations.

(C) Estates in land arising from the sever-

ance of the surface and any mineral estate ,

shall be valued as follows:
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(1) Each separate estate in land, if

owned by the person reguesting farm use

valuation, shall be valued as follows:
{a) Where the annual wheclesale
value of farm ccmmodities or pro-
ducts as enumerated in Section

. 10.04 of these regulations is fifty

percent (50%) or more of the annual
gress  income from all separate
estates, the precperty shall be sub-
ject to farm use valuation only.
(v} WwWhere the annual wholesale
value of farm commodities or pro-
ducts,_ as enumerated i1in Section
10.04 of these regulations is less
than fifty percent (50%) of the
annual greoss income from all uses
of the sepafate estates, the pro-
perty shall be wvalued by adding to
the surface farm use value, the
applicable natural resource value
as provided in W. Va. Leg. Reg.
11-1A, Series 1A, §§ 11.04, 11.05,
11.06, 11.07, 11.08.

(2) Where the owner of any freehold

estate in land is not the person re-
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gquesting farm Use valuation, those

estates shall be valued as follows:

(a2) The estate which enconpasses
the surface land shall be subject
to farm use valuation.

{b) The estate(s) which do =not
encompass surface land shall be
valued as provided in W. Va. Leg.
Reg. 11-12A, Series 1A, §§ 11.04,
11.05, 11.086, 11.97, 11.08.
Provided, however, that nothing
herein shall alter the metiasd of
valuation of lands or minerals
owned by domestic or foreign corp-
orations. Property owned Ly a
corporation or an unincorporated
business is nct considered a farm
or land used for farming purposes
unless the principal activity of
the corporation or unincorporated
business is the business of farm-
ing, and in the event that the
controlling stock interest 1in a
corporation is owned by another
corporation, the corporation owning
the controlling interest must also
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be primarily engaged in the busi-
ness of farming. A corporation or
unincorporated business shall be
deemed to be primarily engaged in
the business of farming if the
wholésale value of farm commodities
or products as enumerated in Sec-
tion 10.04 of these regulations is
fifty percent (50%) cr more of the
annual gress income ©of the corpo-
rati;n or unincorpecrated business.
In addition, a person is not en-
gaged in farming if he is primarily
engaged in forestry or growing
timber.

Life Estates and Estates and Interests Less

Than Fee Simple. -- Lifé estates, dower

interests, terms of yvears, remainders,

remainder interests and similar estates and

- interests in property qualified for farm real

estate wvaluation under these regulations
shall be valued at present value based upon
the farmland valuation of the property
derived in accordancé with these regu-

lations.
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10.06 Capitalization Rate.

(a)}) Discussion. =-- A single statewide capitaliza-

tion rate will be determined'annually by the Tax Com-

missioner through the use of generally accepted methods
for estimating such rates. The rate so developed will
assume a level perpetual income series. The capitali-
zation rate used to wvalue farmland will be developed
‘considering (1) a discount rate determined by the sum-
mation technigque, (2) a recapture component, and (3} a
property tax component.

(b) Components. -- Components of the capitaliza-

tion rate are as follows:

(1) Discount Component.

{A) Summation Technique. =-- The summation

technique will be employed in developing a
discount component in the wvaluation of farm-
land. Since land is a non-wasting asset and
is expected to last indefinitely the rental
inceme from land is assumed ﬁo be perpetual.
The present value of future rentals for farm-
land will be estimated reflecting the follow-
ing four (4) major subcomponents of a

discount rate:
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(i) sSafe Rate. =-- The "Safe Rate" will
be developed through review of gquarterly
interest rates offered on thirteen (13)
week United States Treasury Bills for a
pericd of three (3) years prior to the
appraisal date.

(ii), Risk Rate. =-- The "Risk Rate" will

be developed through review of data

resulting from an annual survey of lend-
ing institutions, such survey reflecting
interest rates reguired on loans for
acquisition and/or dJdevelopment of farm-
land. This survey will be conducted for
a three (3) year period prior to the
appraisal date. Results of the survey
will be compared to quarterly interest
rates offered on thirteen (13) week
United States Treasury Bills for the
same three (3) year period. An interest
differential will then be selected rep-
resenting the "Risk Rate.m

(iii) Non-Liguidity Rate. =-=- The "Non-

Liquidity Rate" will be developed
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threough an annual survey to determine a
reasonable estimate of time that famm-
land remains on the marXet before being
sold. The selling time regquirement thus
determined will be used to identify Uni-
ted States Treasury Bills with similar
time differentials in excess of thirteen
(13) week Treasury Bills. The interest
differential between ‘these securities
will be deemed to be representative of
the "Nen-Liguidity Rate.™

{iv) Management Rate. =--. The ‘Manage-

ment Rate" will be developed through a
survey of investment Ffirms to identify
charges for the management of investment
portfolios.

(2) Recapture Component. -- Land is a neonwasting

asset and is expected to last indefinitely. Given
this characteristic, inclusion of a recapture
component 1in the capitalization rate is not
appropriate.

(3) Property Tax Component. -- This component

will be derived by multiplying the assessment rate
by the statewide average of tax rates on Class II

property.
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10.07. Farmland Valuation Application; Appeal.

{a) When to Apply. == In order to qualify under

the provisions of this rule for wvaluation purposes, the
owvner(s) of land must apply annually for farmland val-
uation after June 30th and on or before September 1st
0of each year. The application must be on forms pre-
scribed by the sState Tax Commissicner and filed with
the assessor of the county wherein the land is situ-
‘ated. See Appendix II of these regulations for appli-
caticn timetable.

{b) Response To Applicant. -~ The assessor must

netify each applicant, by first class mail, of his
‘decision to grant or deny the application, not later
than thirty (30) days following the receipt of the ap-
plication. In those instances where the application is
denied, the nctice must include the basis for the den-
ial, advise the applicant of the'right to appeal and
explain the appeal process..

(c) Appeal Process. == The applicant may, within

thirty {(30) days of notification of the denial of the
application, appeal the assessor's decision t¢ the
State Tax Commissioner. The State Tax Commissioner

shall rule on the petition not later than January 1st
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and shall notify the appellant and assessor thereof in
due ccurse. The Tax Commissioner may consider any
appropriate information relevant te the determination.
The decision, which shall ke binding on the assesscr
and property owner, shall only apply to the eligibility
of property for farm use valuation. The Tax Commis-
sicner shall decide only the issue of whether the
property constitutes a Yfara!" or Yfarms" within the
meaning of W. VvVa. Code § 11-1A-2(i) and these regula-
tions. Questions involving ~lassification shall be
resolved through W. Va. Cecde § 1l1-3-24a. Questions
-involving appraised wvzlues chall be resolved through

W. Va. Code § 1ll-3~24.
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APPENDIX I

CATEGORIES CF FARMLAND

A. Introduction

" (a) Appendix I divides farmland into three cate-
goeries 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 crops.
(2) Pasture. =-- The term 'pasture land"
shall mean used or usable and intended for
use in grazing livestock.
(3) Wwoodland. ~- The term Y"woodland' shall

mean land used for growing timber.
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{c) Each of these three categories is divided into
five subcategories which grade the property according
to quality and fitness for the particular utility or
use category to which it has been relegated. These
subcategories are designated YGrade A" through "Grade
E." Land having less than the highest gquality and
fitness 1is classified as "Grade B" through "Grade E,"
UGrade E" Dbeing the lowest quality and fitness
classification.

Any given tract of land may fall into any number
of these categories and subcategories in accordance

with the actual use toc which the land is suited.
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B. TILLABLE

Tillakle land is categorized into five (5) grades.

Grade YA". -- This land is good loam scil that is
easy to work (a tract approximately ten acres or more in
one continuous parcéi} and can be cultivated safaly with
ordinary good farm methods. This land is nearly level and
there is little or no erosion.

Grade "B". == This land is level to rolling and can

be cultivated safely with ordinary good farm methods. The
soil may need lime or fertilizing. The Dbottom land may
need improved drainage.

Grade YC". =-- This land is alsc level to rolling

crop land. The drainage of the property is generally
goeod. A small amount of eros_io_n may be taking place.
This 1and can be cultivated with care. It needs contour
strip cropping, usually best suited for hay and other
érass crops. This type of property may be cut into
smaller sections due to some scort of natural or man-made
obstructions.

Grade "D". -- This land is good hillside farmland;

eighty percent (80%) of this land can be farmed with a
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tractor. The soil is generally of a geoed guality and the
grainage is good. This type of land is generally best
suited for the raising cof hay.

Srade YE". - This crop land is very steep hillside

that is toc steep to farm with modern farm machinery. The
soil is generally of a poor guality and its cultivation

may cause severe ercsion.
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C. PASTURE

Pasture land is categorized inzo five (5) grades.

Grade "&A", == This type cof land could ke used for

either pasture or crop land. 1Its topography is level to
rolling: The land can be clipped with a farm tractor;
lime and fertiiizer can be applied with modern farm equip-
ment; The drainage of the property will be gecod and the
soil will be of good gquality. The land is clear of any
" significant overgrowth such as excess trees or brush.

Grade "B'", == This land is of similar nature to

the Grade "A" Pasture land other than the fact that the
gquality of the soil is not as good. The size of the
"parcel will be of smaller nature. This type of land, for
scme reason, is not suitable for tilling znd is generally
best suited for permanent pasture.

Grade "C". -- This land will generally have a moder-

ate amount of erosion. The topography of the land 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 obstructicen such as overbrush,

etc. The type of scil is generally of poor quality.
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Grade "E'. -=- This land is generally very steep and

there may be a mixture of overbrush and pasture through-
out. Brush must be cleared with hand toeols. The soil
consistency is generally of a poor quality; lime or ferti-
lizer i=s seldom applied to this type of land and then only

with hand tools.
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D. WOODILAND

Woodland is categorized into five (5) grades:

Grade "A". -- This land is adaptable, upon clearing,

for use as tillable land or pasture land. The topography
of the land will be level to glightly rolling. The soil
type 1is general of lcam. There will be a stand of tress
of commercial species.

Grade "B'". -~ This land is also level tc rolling. It

'is adaptable for other profitable uses. There may be a
minimal amount of ercsion. The so0il is generally of a
good guality.

Grade "C!", -~ The topography c¢f this land indicates

that its best use is for the growing of timber. There is
a stand of scund trees of commercial species in good form.

Grade DY, ~- The topography of this land is such
that the land is not economically feasible to use for any-
thing other than growing tress. Thers may be some erosion
of the soil.

Grade Y"E". -- The topecgraphy o¢f this land is gener-

ally steep. It will be difficult land from which to har-
vest the timber. This land generally exhibits poor soil

gquality.
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TIMETABLE FOR FILING APPLICATION AND APPEALS

The following timetable shows the final dates for

filing the farm use applicatioh, for filing appeals and

for the issuance of administrative decisions at each

step of the application and appeal procedure.

September 1st --

Ociobher 1 -

The taxpayer's farm use application

must be filed after June 30 and on
or before September 1st of the cal-
endar year for determinations
applicable to the next taxz year.
See Section 10.07(a) of these
regulations.

The assessor must grant or deny the

applicatiocn and notify the
applicant of such action within
thirty (30) days of receipt of the
application. See Section 10.07(b)

of these regulaticns.

Octckber 31-- The applicant may appeal the

assessor's decision to the Tax Com=-
missicner within thirty (30} days
of notification +thereof. See Sec-

tion 10.07(c) of these regulations.
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January 1

February-lSth -

The Tax Commissioner must rule on

the applicant's appeal on or before
January 1. See Section 10.07({c)
of these regulations. An adverse
decision of the Tax Commissioner
may be appealed %o the circuit
court under W. Va. Ccde § 11-3-25.

If the Tax Commissioner rules in

favor of the applicant, finding
tnat the property in controversy is
a "Yfarm¥ or Y“farms" within the
meaning of W. Va. Code § 11-1A-3(i)
and these regulations, the taxpayer
may then petition the county
commission under the review énd
egqualization provisions of W. Va.
Code § 11-3-24 for farmland valua-
tion. The county commission must
meet not later than February 1st
for the purpose of equalization and
review, and may not adjourn gine
die before February 15th. See W.

Va. Code § 11-3-24.
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To:

From:

STATE TAX DEPARTMENT

MEMORANDUM

Senater Ralph O. Williams Date

Cochairman March 12, 1©8%
.Legislative Rule-Making
Review Committee

Michael E. Caryl
State Tax Commissioner

Re: Filing of Approved Farm Regulations

Enclosed are the Farm Regulations which we filed today.

‘'These regulations are the same as those provided on Friday,

March 8, 1985, except that the dates for filing the Farm
Use Application have been corrected, the references under
sections 10.85(c)(4){A) and (B) tec '"farm preoducts" were
changed to ‘Yagricultural products," and under section
10.05(£f)(3) the term "non-farm" has been inserted before

the term Yincome. Y % %

" Michael E. gcrfyl




FILED
State Tax C:EE}TEII‘meni 583 MAR 12 Pd L: 28

n—-:

- . - Yol Lot u l';]w-ﬂ.:ij‘sgif‘«
of Hest ﬁfrgmm EERE:M 6 STATE

ARCH A MQQORE, JR,
© cﬁ:vs;&ga ‘ Thariesten 25305

March 12, 1985

Honorable Ken Hechler,
Secretary of sState

State Capitol, Suite 157-K
Charleston, WV 25305

Iiear Mr. Heckler:

In accordance with W. Va. Code § 29A-3-% the State
Tax Department is today filing for the state reglster
twe (2) copies of legislative regulations governming the
appraisal of farm property subsequent to the statewide
reappraisal.

These regulations having previously been proposed
end filed for public comment and public hearings having
meen held, they are now approved for submission to the
i.egislature in accordance with W. Va. Ccde § 29A-3-9.
These regulations have been promulgated in accordance
with W. Va. Code §§ 11-1A-1(f) and 11-1a-10.

Copies of these regulations may be obtained from
the State Tax Department at 348-3940 or, toll free,
1 (800) 642-3604.

Very truly yours,

M: chagﬁzg;ézlryl;

State Tax Department
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To:

From:

STATE TAX DEPARTMENT

MEMORANDUM

Honerable Jeseph P. Albright Date
Speaker of the House of Delegates
March 12, 1885

Michael E. Caryl
State Tax Commissiocner

Re: Filing of Approved Farm Regulations

Enclosed are the Farm Regulations which we filed tcday.
These regulations are the same as those provided on Friday,
March 8, 1985, except that the dates for filing the Farm
Use Application have been corrected, the references under
sections 10.05{(c){4)(aA) and (B) to "farm products! were
changed to ‘Yagricultural products," and under section
10.05(f)(3) the term '"non-farm" has been inserted before
the term "income."




To:

From:

STATE TAX DEPARTMENT

MEMORANDUM

Delegate James M. Casey

Cochairman Date March 12, 1985
Legislative Rule-Making
Review Committee

Michael E. Caryl
State Tax Commissiconer

Re: Filing of Abproved Farm Regulations

Enclosed are the Farm Regulations which we filed today.
These regulations are the same as those provided on Friday,
March 8, 1985, except that the dates for filing the Farm
Use Appllcation have been corrected, the references under
sections 10.05{(c)(4)(A) and (B) to "farm products" were
changed to ‘agricultural products," and under section
10.05(£)(3) the term '"non-farm" has been inserted before

the term Yincome.

Mlchaei E C;pfl




To:

From:

STATE TAX DEPARTMENT

MEMORANDUM

Honorable Dan R. Tonkovich Date
President of the Senate March 12, 1985

Michael E. Caryl
State Tax Commissioner

Re: Filing of Approved Farm Requlations

Enclosed are the Farm Regulations which we f£iled today.
These regulations are the same as those provided on Friday,
March 8, 1985, except that the dates for filing the Farm
Use Application have been corrected, the references under
sections 10.05(c)(4)(A) and (B) to "farm products" were
changed to ‘'agricultural products," and under section
10.05(£)(3) the term "non-farm” has been inserted before

pd Michael E. Cagyi




WEST VIRGINIA LEGISLATURE
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Footirnd 07 STATE
NOTICE OF ACTIONS TAXEN BY LEGISLATIVE RULE—-S‘EQ.‘ G “Rékf*xzw COMMITTEE

Mareh 12, 1985

TO: Ken Hechler,, gecretary of State; State Register
And ‘

TG : State Tax Department

FROM: Legislative Rule-Making Review Committee

PROPOSED RULE:
Idedtification and Appraisal of Farmland

Subsequent to Base Year of Statewide Reappraisal,
Chapter 11-1A, Series IA

The Legislative Rule-Making Review Committee recommends that the West
Virginia Legislature:

1. Authorize the agency to promulgate the Legislative

Rule XXXX
2. Authorize the agency to promulgate part of the
Legislative rule; a statement of reascns for such -

recommendation is attached.

3. Authorize the agency to promulgate the Legislative
rule with certain amendments; amendments and a
statement of reasons for such recommendation is
attached.

4. Recommends that the rule be withdrawn; a statement
of reasons for such recommendation is attached.

Pursuant to Code 29A-3-11(c}, this notice has been filad in the
state register and with the agency proposing the rule.
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fhigte Qax Bepartment
uf ¥eat Birginid
JOHN D, RCGCKEFELLER IV

GEVERNOR ’ - Charlepton 25365
November 2, 1984

Honorable A. James Manchin
Secretary of State

State Capitol, Suite 157-K
Charleston, West Virginia 25308

Dear Mr. Manchin:

In accordance with wW. Va. Code § 28A-3-9,

HERSLHEL H. ROSE i
TAX COMMISEIONER

JOHN M, FARMER
ASSISTANT COMMISSIONER

GARY A. GORRELL
DEPUTY COMMISSIONER

Telgphone
{304)348-2501

1S 40 AVINE

YINKLA 1S 30 N0
17 W 2~ AON WBO
a3m4

we are

today filing in the State Register two (2) copies c¢f a
proposad legislative rule describing how farm property
will be appraised during the statewide reappraisal of

property for ad valorem property tax purposes.

This rule is being proposed puvrsuant to authority
granted in W. Va. Code § 11=3A-~1(f). It explains how
the provisions of W. Va. Code § 11~1A-10, relating to
valuation ¢f farm property, will be interpreted and

applied.

Public hearings will be held in Clarksburg,
Charleston, Lewisburg, Martinsburg, Moundsville and
Petersburg on either December 6 or 7, 1984, depending
on the location. Sege attached "Notice of Proposed Rule
Making and Public Comment Period." Additicnally,

written comments may be submitted until December 15,
1984.

Copies of these proposed regulations are available
from the Property Tax Division of the Tax Department.
Telephone (304) 348-~3%40 or, toll free, 1{(800) 6£42-3604.

Very truly yours,

el

John M. Farnmer
Assistant Commissioner

JMF /dws]




