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FINAL RULING

The Kentucky Department of Revenue (‘DOR™) currently has an outstanding unmined
coal ad valorem tax assessment issued to the ||| NG -
Taxpayer”) for 2014 that fixes the fair cash value of the Taxpayer’s interest in unmined coal
reserves at Sl Below is the value reflected by the assessment, which is made pursuant to
KRS 132.820:

Notice | Account | Owner Patcel: Assessed Value of | Estimated Tax

. Number | Number | Identification/Gounty | TaxpayerInterest | Assessment
N BN =ER B j lE
At issue is whether DOR correctly assessed the fair cash value of the unmined coal
reserves in question. The Taxpayer has protested the assessed amount. The Taxpayer has not
provided any documentation that would support a lower fair cash value figure. The Taxpayer

has repeatedly stated that the seam has no value in today’s regulatory environment. The
Taxpayer stated in an email on | 2014 that, “This issue for us is paying tax on a

Kentuckiy™

UNBRIDLED SPIRIT

kentuckyUnbridledSpirit.com An Equal Opportunity Employer MAFD



o
December 5, 2014 — Final Ruling No. 2014-43

Page 2

B sca (I fo: 30+ years that has no future economic consideration or value. ‘Thus,
we are being taxed by the State of Kentucky ona .seam that will not support coal production
in the current regulatory environment.” The Taxpayer has cited discussions with several
engineers, mining representatives, and other tract owners as evidence of the tract having no
value. Also, the Taxpayer argues, in light of the fact that_owns both sides of the
tract and does not plan to mine the seam in the next few years, it has no value. The Taxpayer
has stated that “. ..controls all this area (and) will be mining coal in the huge JJjblock
for the next 30 years...(they) have not leased the [l coal from |- has no
interest in the seam because it is not economically valuable.”

It is the DOR’s position that the Taxpayer has not submitted any persuasive evidence
that would establish or indicate that the assessment referred to above does not represent the fair
cash value of the unmined coal reserves in question as of the January 1, 2014 assessment date.
Based on the information available to DOR, the reserves that have been assessed consist of

mineable and merchantable coal that is subject to ad valorem taxation and have been properly
valued.

The DOR does not find discussions between the Taxpayer and a third party persuasive
for the purpose of re-valuation of the property in question. Regarding the argument that
indicates the property is not currently leased, there is no requirement in Kentucky that a taxpayer
must have the property leased before it can be taxed. The DOR disagrees that because
ot [i] does not want to mine it currently, that it is not mineable and merchantable coal.
There has been no documentation or information provided that establishes the Taxpayer’s claim
that the cost of extraction would be cost-prohibitive in ever mining the property.

Unmined coal reserves are assessed by the DOR pursuant to KRS 132.820(1), which
states, in part:

The department shall value and assess unmined coal, oil, and gas
reserves, and any other mineral or energy resources which are
owned, leased, or otherwise controlled separately from the surface
real property at no more than fair market value in place,
considering all relevant circumstances. ..

Ky. Const. § 172 states in part:
All property, not exempted from taxation by this Constitution,
shall be assessed for taxation at its fair cash value, estimated at the

price it would bring at a fair voluntary sale...

DOR’s position is that the remaining assessment correctly and properly reflects the fair cash
value of the unmined coal property or reserves in question as required by law. See KRS 132.820(1);
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Kentucky Constitution, Section 172. The assessment in question is presumed to be valid and it is

the taxpayer’s burden to prove otherwise. Revenue Cabinet v. Gillig, 957 S.W.2d 206 (Ky. 1997);

Walter G. Hougland & Sons v. McCracken County Board of Supervisors, 306 Ky. 234, 206 S.W.2d
951 (1947). Mineable and merchantable coal remains in Parcel | County). This

parcel contains [llacres that is part of a larger block of coal. ‘The Taxpayer has not met its burden
of proof to establish that this assessment is incorrect.

Therefore, the unmined coal ad valorem tax assessment is valid and correct and is hereby
upheld.

This letter is the final ruling of the Kentucky Department of Revenue.

APPEAL

You may appeal this final ruling to the Kentucky Board of Tax Appeals pursuant to the
provisions of KRS 131.110, KRS 131.340-131.365, 103 KAR 1:010 and 802 KAR 1:010. If you
decide to appeal this final ruling, your petition of appeal must be filed at the principal office of the
Kentucky Board of Tax Appeals, 128 Brighton Park Boulevard, Frankfort, Kentucky 40601-3714,
within thirty (30) days from the date of this final ruling. The rules of the Kentucky Board of Tax
Appeals, which are set forth in 802 KAR 1:010, require that the petition of appeal must:

Be filed in quintuplicate;

Contain 2 bref statement of the law and facts in issue;

Contain the petiioner’s or appellant’s position as to the law and facts; and
Include a copy of this final ruling with each copy of the petiion of appeal.

P

The petition of appeal must be in writing and signed by the petitioner or appellant. Filings
by facsimile or other electronic means shall not be accepted.

Proceedings before the Kentucky Board of Tax Appeals are conducted in accordance with
103 KAR 1:010, 802 KAR 1:010 and KRS 131.340-131.365 and KRS Chapter 13B. Formal
hearings are held by the Board conceming the tax appeals before it, with all tesumony and
proceedings officially reported. Legal representation of parties to appeals before the Board is
governed by the following rules set forth in Section 3 of 802 KAR 1:010:

1. An individual may represent himself in any proceedings before the Board where his
individual tax liability is at issue or he may obtain an attorney to represent him in those
proceedings;

2. An individual who is not an attorney may not represent any other individual or legal
entty in any proceedings before the Board;
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In accordance with Supreme Court Rule 3.020, if the appealing party is a corporation,
trust, estate, partnership, joint venture, LLC, or any other artificial legal entity, the entity
must be represented by an attorney on all matters before the Board, including the filing
of the petition of appeal. If the petition of appeal is filed by a non-attorney
representative for the legal entity, the appeal will be dismissed by the Board; and

4, An attomey who is not licensed to practice in Kentucky may practice before the Board only
if he complies with Rule 3.030(2) of the Rules of the Kentucky Supreme Court.
You will be notified by the Clerk of the Board of the date and time set for any hearing.
Sincerely,
FINANCE AND ADMINISTRATION CABINET
Attorney Manager
Office of Legal Services for Revenue
CERTIFIED MAIL
RETURN RECEIPT REQUESTED
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