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severance taxes are taxes generally imposed on 
the privilege of mining minerals such as coal, oil, 
natural gas, limestone and sandstone, among oth-
ers. Most taxes either apply to the gross receipts 
related to mining activity or to units of mining pro-
duction. 

West virginia severance taxes on mining date 
back to a gross sales tax first imposed at a rate 
of 0.4% as of July 1, 1921. The name of the tax 
changed to Business and occupation Tax in 1925 
and to severance Tax in 1987. 

The state currently imposes the following sever-
ance taxes on coal, oil and gas: 
	 n 5% on gross receipts at the well-head  

attributable to the production of oil and  
natural gas;

	 n 5% gross receipts tax also applies to  
extraction of sand, gravel, limestone,  
sandstone and any other mineral extracted  
with the exception of coal, waste coal and  
timber;

	 n 4.65% on the value of coal production and  
coal processing along with an additional  
0.35% local coal severance tax. (coal  
mined from qualified new underground thin- 

 seam mines first placed in service on or  
after april 11, 1997, is subject to a lower  
state severance tax rate of 0.65% for seams  
with average thickness of less than 37” and  
1.65% for seams with average thickness  
between 37” and 45”.)

	 n 2.5% on the reclamation of coal from coal  
waste ponds and coal gob piles. 

The state currently imposes the following sever-
ance taxes on timber: 
	 n Prior to 2007, the tax on timber extraction  

was imposed at a rate of 3.22% on gross  
receipts at the point of extraction. 

	 n The tax rate was subsequently reduced  

to 1.22% as of January 1, 2007 and to 0%  
as of January 1, 2010. 

	 n For the period between July 1, 2016, and  
June 30, 2019, the tax rate on timber  
extraction is 1.50%.

Ten percent of the net proceeds of tax from oil and 
natural gas are dedicated for local government 
use. Under current law, 100% of the proceeds 
from the regular severance tax on natural gas pro-
duction from coal-bed methane wells and 100% of 
the proceeds from the regular severance tax on 
reclamation of waste coal are dedicated to local 
governments. in addition to the local 0.35% coal 
severance tax, the state also began sharing a 
portion of state coal severance tax collections with 
producing counties in Fiscal Year 2012-2013. The 
share increases from 1% in Fiscal Year 2012-2013 
to 2%, 3%, 4% and 5% in FY2013-2014, Fiscal 
Year 2014-2015, Fiscal Year 2015-2016 and Fis-
cal Year 2016-2017, respectively. 

The Tax Department annually receives $35,000 in 
regular coal severance tax receipts and $35,000 in 
regular oil and natural gas severance tax receipts 
to help defray the costs associated with the ad-
ministration of the various local government sev-
erance tax distribution programs. These receipts 
are not reflected in the net severance tax collec-
tion table. 

Temporary additional severance taxes on coal, 
natural gas and timber went into effect on Decem-
ber 1, 2005. These additional privilege taxes in-
cluded:
	 n a 56 cent per ton tax on coal production
	 n a 4.7 cent per thousand cubic foot tax  

on natural gas production 
	 n a 2.78% gross receipts tax on timber  

extraction. 
Proceeds from these temporary taxes were dedi-
cated to the Workers’ compensation Debt Reduc-
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tion Fund (old Fund) to aid in the retirement of old 
debts associated with the state-run workers’ com-
pensation system that was operational prior to the 
privatization of such system in 2006. These ad-
ditional temporary taxes were originally scheduled 
to expire at the beginning of the month following a 
day when an independent certified actuary deter-
mined that the unfunded liability of the old Fund 
“has been paid or provided for in its entirety.” how-
ever, legislation enacted in early 2016 terminated 
these taxes effective July 1, 2016 and redirected 
revenues from these taxes collected between 
March 1, 2016 and June 30, 2016 to the state’s 
General Revenue Fund.

Table SEV-1 shows fiscal year tax collection data 
by type of natural resource, type of tax and use of 
funds. The regular state severance tax is dedicat-
ed toward funding the state’s infrastructure Bond 
Fund (varies each year according to debt service 
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needs from a high of $24 million to amounts less 
than $22.5 million), Division of Forestry (regular 
timber severance tax only) and the state General 
Revenue Fund. other than the temporary diver-
sion to the General Revenue Fund between March 
1, 2016 and June 30, 2016, the special workers’ 
compensation severance taxes are fully dedicated 
to the old Fund. Local government distributions in-
clude the local coal severance tax, the 10% share 
of the state oil and natural gas severance tax, 
100% of the proceeds of the regular state sever-
ance tax associated with natural gas production 
from coal-bed methane wells and 100% of the pro-
ceeds from the state severance tax on waste coal. 
More detailed information concerning amounts of 
severance tax paid to each local government by 
distribution period is available on the state Trea-
surer’s web site at http://www.wvsto.com/dept/ad-
min/Tax/Pages/default.aspx.

table seV-1
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