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BEFORE THE STATE BOARD OF TAX APPEALS
STATE OF ARIZONA
Bank of America Tower
101 North First Avenue - Suite 2340
Phoenix, Arizona 85003
(602) 528-3966

DUNBAR STONE CO., INC.
Docket No. 1650-97-S

Appellant,
: NOTICE OF DECISION:

FINDINGS OF FACT AND

CONCLUSIONS OF LAW

VS.

ARIZONA DEPARTMENT OF REVENUE,

St N ot Vo N St i St S

Appellee.

The State Board of Tax Appeals, having considered all evidence and arguments presented, and
having taken the matter under advisement, finds and concludes as follows:

FINDINGS OF FACT

The Arizona Department of Revenue (the “Department”) initially audited Dunbar Stone Co., Inc.
(“Appellant”) for the period November 1, 1986 through July 31, 1990. Appellant had been paying
transaction privilege tax under the retail classification. As a result of the audit, the Department assessed
Appellant additional transaction privilege tax under the mining classification. Appellant did not protest
the audit and paid the additional assessment in full.

Thereafter, Appellant reported its tax liability under both the mining and retail classifications.
The Department subsequently audited Appellant for the period December 1, 1990 through September
30, 1994. The Department determined that Appellant was properly reporting and paying tax under thej
retail classification but was underreporting tax due under the mining classification. A.R.S. § 42-1310.12.
The tax base under the mining classification is calculated on the gross receipts of sales or gross income
derived from the business less available deductions. The resulting tax base is then multiplied by the
applicable tax rate to determine the amount of tax due.

Appellant used a fixed rate of $25, which was the labor cost to extract the flagstone, to calculate

the value of the mined stone for tax purposes. Appellant multiplied the number of tons sold by $25 to







