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PROPERTY TAX COMPONENT

The third component, property taxes, was derived by multiplying the assessment rate by the
statewide average of tax rates on Class 1II property. Tax Department research indicates that in
addition to royalty rates negotiated in producing coal property leases, property taxes are customarily
paid by the coal producer. Thus, the capitalization rate for producing coal properties does not contain
a property tax component as the income stream does not contain income to be used to pay property
taxes.

APPLICATION

The summation of the previously discussed components (i.e.: discount, recapture, and
property tax components) yields a reasonable estimate for the overall capitalization rate. The overall
capitalization rate is used to select the factor(s) from a standard mid-year life Inwood table (i.e.:
present worth of one (1) per period) that converts the income stream(s) into an estimate of present
worth.

For more information concemning the development of capitalization rates for producing
natural resource properties see §§ 110 CSR 1-L, 1-J and 1-K, or contact the State Tax Department at
(304) 558-3940.

Notice of this determination will be filed in the West Virginia Register.
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