
Additional information regarding Proposal # 61 – Clarify the definition of 
“gross value” under severance tax 

At the October 23, 2012 meeting of the Governor’s Commission on Tax Reform, questions were 
asked about the imposition of the coal severance tax in regards to proposal # 61.  Concerns about 
double taxation were expressed by two commission members.  The following summarizes how 
the coal severance tax is imposed: 

 Coal severance tax is imposed for the privilege of severing or processing coal. 
 

 Coal severance tax is levied on every taxpayer engaged in severing and/or processing 
coal within this Commonwealth at the rate of four and one-half percent (4.5%) of the 
gross value of all coal severed and/or processed during the reporting period. 
 

 The tax is computed based on the “gross value” of the coal severed or processed. 
 

 In the case of a “processor”, the “gross value” is reduced by the amount paid or payable 
to the registered taxpayer severing the coal.  For example, if a processor purchases coal 
from a registered taxpayer for $10, and then processes the coal and sells it for $11, the 
processor would reduce its gross value by the amount paid to the registered taxpayer (i.e. 
$10) and would only owe tax on its $1 of gross value.” 

 The applicable law is Kentucky Revised Statute 143.010(6)(e) and (6)(f): 
 

“(e) If severed coal is purchased for the purpose of processing and resale, the gross value 
shall be the amount received or receivable during the reporting period reduced by the 
amount paid or payable to the registered taxpayer actually severing the coal.” 

 
“(f) If severed coal is purchased for the purpose of processing and consumption, the gross 
value shall be the fair market value of processed coal of similar grade and quality 
reduced by the amount paid or payable to the registered taxpayer actually severing 
the coal.” 

 

  

 

 

 


