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UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ALABAMA

SOUTHERN DIVISION
IN RE: ) Chapter 7
)
NEW WEI INC., ET AL., ) Case No. 15-02741-TOM7
)
Debtors. ) Jointly Administered

UNITED STATES OF AMERICA’S MOTION TO (1) STAY THE
CHAPTER 7 TRUSTEE’S MOTION FOR APPROVAL OF PROPOSED SETTLEMENT
(DOC. 3145) FOR NINETY (90) DAYS, OR (2) ENFORCE SETTLMENT,
ENTER JUDGMENT AND LIFT STAY

Pursuant to 11 U.S.C. §§ 105(a) and 362, Rule 4001 of the Federal Rules of Bankruptcy
Procedure, and Bankr. N.D. Ala. R. 4001-1, the claimant, United States of America, respectfully
moves this Court to stay the Chapter 7 Trustee’s Motion for Approval of Proposed Settlement
(Doc. 3145)! (“Trustee’s motion to settle”) for a period of ninety (90) days so that the United States
and the Chapter 7 Trustee may have adequate time to settle the unresolved tax matters pending for
the tax years ended August 31, 1983 through May 31, 1995 and May 31, 2000 through December
31, 2006 before the Court considers and acts upon the Trustee’s motion to settle. If the Court,
however, is not inclined to stay the Trustee’s motion to settle, the United States moves the Court to
enforce the parties’ settlement of the Debtors’ consolidated federal income tax liabilities for the tax

years ended August 31, 1983 through May 31, 1995 and enter judgment in the adversary

' The term “Doc.” refers to the docket entry relating to a document filed in the bankruptcy cases, In re

New WEI, Inc., Case No. 15-02741-TOM-11 (Bankr. N.D. Ala) and In re Hillsborough Holdings Corp., et
al., Case No. 89-bk-9715-KRM (Bankr. M.D. Fla.). The terms “AL Doc.” and “FL Doc.” refers to the
docket entry relating to a document filed in the adversary proceedings, Hillsborough Holdings Corp. v.
United States, Adv. Proc. No. 15-00127-TOM (Bankr. N.D. Ala.) (“Hillsborough I1”’), and Hillsborough
Holdings Corp. v. United States, Adv. Proc. No. 91-00313-KRM (Bankr. M.D. Fla) (“Hillsborough I”),
respectively.
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proceeding, bearing Adv. Proc. No. 15-00127-TOM (Bankr. N.D. Ala.), on terms consistent with
the settlement. The United States also requests that the Court lift the automatic stay to: (1) allow
the United States to exercise its setoff rights, and (2) commence the 90-day period for filing a
petition with the United States Tax Court, if necessary, to resolve the Debtors’ consolidated federal
income tax liabilities for the tax years ended May 31, 2000 through December 31, 2006.

I. JURISDICTION.

This Court has jurisdiction to consider this matter pursuant to 28 U.S.C. §§ 1334 and 157.
The United States consents to entry of any appropriate orders and judgments by this Court with
respect to this matter, subject to review by the district court pursuant to 28 U.S.C. § 158. The
statutory and legal predicates for the relief requested herein are 11 U.S.C. §§ 105(a) and 362,
Bankruptcy Rule 4001, and Bankr. N.D. Ala. R. 4001-1. Venue is proper pursuant 28 U.S.C.
§§ 1408 and 1409.
II. FACTS.

A. GENERAL BACKGROUND OF BANKRUPTCY CASES IN FLORIDA AND
ALABAMA.

1. On December 27, 1989, Hillsborough Holdings Corporation (“HHC”), predecessor in
interest to New WEI, Inc. (“New WEI”) (formerly, Walter Energy, Inc. (“WE”’) and Walter
Industries, Inc. (“WI”)) and its subsidiaries (collectively, the “HHC Group” or “Florida Debtors”)
filed voluntary petitions for relief under Chapter 11 of the U.S. Bankruptcy Code, 11 U.S.C., in the
United States Bankruptcy Court for the Middle District of Florida (“Florida Court”). See In re

Hillsborough Holdings Corp., et al., Case No. 89-bk-9715-KRM (Bankr. M.D. Fla.).

2. On May 14, 1991, HHC commenced an adversary proceeding to resolve the consolidated

federal income tax claims that the IRS asserted against the HHC Group for the tax years ending
2
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August 31, 1983 through May 31, 1995 (“1983-1995 Liabilities”). See Hillsborough Holdings

Corp., et al. v. United States, Adv. Proc. No. 91-00313-KRM (Bankr. M.D. Fla.) (“Hillsborough

I”); discussion, infra, at pp. 3-16 for further discussion of the Florida adversary proceeding.

3. On March 1, 1995, prior to confirmation of the Florida Debtors’ plan of reorganization, the
Florida Court approved a joint stipulation between HHC and the United States in which the United
States agreed to withdraw its objection to confirmation of the plan in exchange for certain
commitments regarding its claims involving the 1983-1995 Liabilities. See Exhibit “1” for Order
on Parties’ Joint Stipulation entered by the Florida Court on March 24, 1995, including the Joint
Stipulation Between Debtors and United States Regarding the Objection of the United States to
Confirmation of the Consensual Plan filed with the Florida Court on March 22, 1995.

4. The Florida Court confirmed the Florida Debtors” Chapter 11 plan of reorganization on
March 2, 1995, with an effective date of discharge on March 17, 1995.

5. On or about March 17, 1995, HHC emerged from bankruptcy, and the bankruptcy cases of
all of its affiliated debtors were closed. HHC’s bankruptcy case remained open because
Hillsborough I was not resolved.

6. On June 9, 2010, approximately 20 years after commencement of Hillsborough I, the
Florida Court entered a Final Judgment in the adversary proceeding (see AL Doc. 99 (FL Doc.
400)), and thereafter, vacated the judgment on June 22, 2010 (see AL Doc. 102 (FL Doc. 403)). In
the June 22" Order, the Florida Court ordered, in pertinent part, that: [t]he parties shall submit
directly to chambers a proposed final judgment addressing all issues that have been resolved
through proceedings before this Court or be agreement of the parties for all taxable years under this

Court’s jurisdiction.” See Hillsborough I, at AL Doc. 102 (FL Doc. 403), at p. 2.
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7. From 2010 through 2013, the parties discussed settlement of the 1983-1995 Liabilities.

8. Based on those discussions and by letter dated December 17, 2013, Stephen D. Gardner,
Esq. (“Gardner”), counsel for WE, successor in interest to HHC, confirmed WE’s formal offer to
the Department of Justice to settle “all pending issues for the tax years beginning with the August
31, 1983 tax year and ending with the May 31, 1995 tax year, the last tax year pending before the
[Florida Court]” on the terms contained therein. See Exhibit “2” for Letter from Stephen D.
Gardner, Esq. to Robert L. Welsh, Esq. dated December 17, 2013 (“December 17" Offer”).

9. Upon receipt of WE’s letter of December 17, 2013, Richard Bowles (“Bowles”) of the
Office of Review for the Tax Division was assigned to consider and process WE’s offer and advise
the high-ranking Department official, in this case the Associate Attorney General, as to the
appropriate action to be taken on the offer. See Exhibit “3” for Declaration of Richard Bowles
dated June 23, 2015 (“Bowles Decl.”), at p. 1.

10. From September 10, 2014 through March 17, 2015, representatives from
PricewaterhouseCoopers (“PwC”), the accounting firm retained by WE’s counsel, and Bowles
exchanged tax and interest computations to determine the settlement amount proposed in WE’s
offer of December 17, 2013, and to ensure that said amount was agreeable to both parties. See
Exh. 3, at p. 2.

11. PwC advised Bowles that the computations of March 17, 2015 were acceptable, and
Bowles proceeded to submit WE’s offer for approval by the Associate Attorney General. See Exh.
3,atp. 2.

12. By letter dated June 8, 2015, Ann Reid, Chief of Office of Review for the Tax Division,

advised Gardner that WE’s offer dated December 17, 2013 was accepted on behalf of the Attorney

Case 15-02741-TOM7 Doc 3166 Filed 11/08/17 Entered 11/08/17 21:22:23 Desc
Main Document  Page 4 of 46



General. See Exhibit “4” for Letter from Ann Reid, Esq. to Stephen D. Gardner, Esq. dated June 8,
2015, including enclosures (“June 8" Acceptance”). See also, Exh. 3, atp. 1.

13. In the June 8™ letter, Reid enclosed an original and a copy of a Stipulation for Entry of
Judgment on Plaintiffs’ Complaint for Determination of Tax Liability, and for Determination of the
Validity, Extent and Priority of Liens (“Stipulation for Entry of Judgment) and a Proposed
Judgment, and requested that the stipulation be executed by June 15, 2015 for filing with the
Florida Court. See Exh. 4, at enclosures. See also, Exh. 3, at p. 1.

14. The amounts contained in the Stipulation for Entry of Judgment and the Proposed
Judgment came directly from the March 17, 2015 computations approved by PwC. See Exh. 3, at
p. 2.

15. The Stipulation for Entry of Judgment provides, in pertinent part:

Pursuant to settlement, the parties stipulate that the debtor’s federal
corporate income tax liabilities, which include interest and other additions net
of payments to date, for the following tax periods are as follows, computed as

of December 19, 2014 (further statutory additions accrue in accordance with
law and prior stipulations and orders entered herein):

Tax Period Ended Liability as of December 19, 2014
8/31/1983 -0-
8/31/1984 $ 79,165,799.33
8/31/1985 $ 36,571,037.41
8/31/1986 $ 6,484,950.92
8/31/1987 $ 37,191,939.69
5/31/1988 -0-
5/31/1989 -0-
5/31/1990 -0-
5/31/1991 $ 6,994,989.85
5/31/1992 $ 4,044,984.66
5/31/1993 $ 11,655,887.45
5/31/1994 $ 361,847.44
5/31/1995 -0-

5
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Pursuant to the parties’ stipulation, filed March 22, 1995, interest accrued
from the confirmation date of March 2, 1995, and continues to accrue at a rate
of 11 percent compounded quarterly on amounts due for the tax periods ended
8/31/1984, 8/31/1985, 8/31/1986, and 8/31/1987 until paid. Pursuant to the
same stipulation, interest accrued from the due date of each tax return and
continues to accrue at the floating rate provided in Section 6621 of the Internal
Revenue Code (26 U.S.C.) on amounts due for the tax periods ended 5/31/1991,
5/31/1992, 5/31/1993, and 5/31/1994 until paid.

The parties stipulate that judgment may be entered in favor of the United
States and against the debtor in the amounts and for the periods set forth herein.
The parties request that the court retain jurisdiction to enforce this settlement
and judgment. Each party is to bear its own fees and costs, including attorneys
fees and expenses.

See Exh. 4, at Stipulation for Entry of Judgment, pp. 3-4. The proposed Final Judgment attached
hereto is consistent with the terms of the stipulation, above.

16. WE, on behalf of the Florida Debtors, did not execute the Stipulation for Entry of
Judgment by June 15, 2015. Nor had WE withdrawn its offer prior to acceptance of the offer by
the United States on June 8, 2015.

17. On June 24, 2015, the United States moved for entry of a final judgment in Hillsborough I
consistent with the terms of the parties’ settlement, and the Florida Debtors opposed the motion
repudiating the settlement. See AL Docs. 136, 137, 141, 151 and 155 (FL Docs. 439, 440, 444,
454 and 458).

18. In opposing the motion for entry of a final judgment, the Florida Debtors represented to the
Florida Court, albeit erroneously, that there were significant overpayments of tax from subsequent
tax years that would offset the 1983-1995 Liabilities. See AL Doc. 141 (FL Doc. 444), at pp. 2, 4
and 9; AL Doc. 155 (FL Doc. 458), at pp. 2 and 5. See also, discussion regarding overpayments,

infra, at p. 18. The Florida Debtors’ opposition did not include any substantiation in support of

Case 15-02741-TOM7 Doc 3166 Filed 11/08/17 Entered 11/08/17 21:22:23 Desc
Main Document  Page 6 of 46



their “overpayment” claim. Moreover, for over two years, the debtors have not produced any proof
of their “overpayment” claim despite repeated requests by the United States.

19. The Florida Debtors also represented to the Florida Court, albeit erroneously, that its offer
to settle the 1983-1995 Liabilities was contingent upon a settlement of the consolidated federal
income tax liabilities of WI and its subsidiaries for the tax years 2000 through 2006 (“2000-2006
Liabilities”)? with the IRS. See AL Doc. 155 (FL Doc. 458), at pp. 2-3. However, the plain
language of WE’s offer dated December 17, 2013 demonstrates that the offer was in no way
contingent upon a settlement of the 2000-2006 Liabilities. See Exh. 2.

20. On July 15,2015, WE and certain of its subsidiaries, predecessor in interest to New WEI
and successor in interest to HHC and WI, (collectively, the “Alabama Debtors” or “Debtors”) filed
voluntary petitions under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy
Court for the Northern District of Alabama (“Alabama Court” or “Court”). On the petition date,
the Alabama Court entered an order consolidating the Chapter 11 cases for procedural purposes
only.

21. On August 18, 2015, the Florida Debtors moved the Florida Court to transfer the
Hillsborough I adversary proceeding to the Alabama Court. See AL Doc. 141 (FL Doc. 444). In
support of their motion, the Florida Debtors stated:

The Chapter 11 Cases [in Alabama] are proceeding on an expedited
schedule. Before the Petition Date, the Debtors and an unofficial committee of
holders of first-lien secured debt executed a Restructuring Support Agreement

(“RSA”) that establishes milestones for the Chapter 11 cases and imposes various
conditions and requirements on the Debtors. In particular, the RSA currently

2 The 2000-2006 Liabilities are outside the scope of the Florida Debtors’ complaint, including

amendments therein, filed in Hillsborough I, and the Department of Justice has no authority to settle or
otherwise resolve those liabilities. Settlement authority over the 2000-2006 Liabilities lies with the IRS.

7
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requires that the Alabama Bankruptcy Court confirm the Debtors’ plan of
reorganization by January 13, 2016. RSA 9 5(p). Generally speaking, if the
Debtors fail to meet these milestones or satisfy certain conditions, the RSA requires
the Debtors to immediately stop efforts to confirm a plan of reorganization in favor
of a sale of substantially all of the Debtors’ assets under section 363 of the
Bankruptcy Code.

Given the RSA’s requirements, the Debtors must resolve their tax disputes
with the government as quickly as possible. The Debtors have determined that the
most efficient way to do so is to address all Outstanding Tax Issues — including
those matters at issue in the [Hillsborough I] Adversary Proceeding — at once , in a
single forum. They believe it is appropriate and more efficient for the Alabama
Bankruptcy Court to oversee that process.

See AL Doc. 141 (FL Doc. 444), at pp. 5-6 (footnote omitted).

22. On September 2, 2015, the United States opposed the Florida Debtors’ request to transfer
the Hillsborough I adversary proceeding to the Alabama Court because the only issue remaining to
be decided in the proceeding is “whether there is an enforceable settlement” fixing the amount of
the 1983-1995 Liabilities. See AL Doc. 151 (FL. Doc. 454), at p. 1. The United States further
suggested that a final resolution of the 1983-1995 Liabilities is necessary before the parties can
resolve the contested tax liabilities for the subsequent tax years. As a consequence, an overall
resolution of the Debtors’ total tax liabilities for all years would be more expeditiously achieved by
enforcement of the settlement and entry of a judgment, rather than transferring the adversary
proceeding to the Alabama Court. See AL Doc. 151 (FL. Doc. 454), at p. 4.

23. In response, the Florida Debtors stated:

[A]ll of the issues in the [Hillsborough I] Adversary Proceeding, along with
all of Plaintiff’s other federal tax issues, can be dealt with in the Alabama

Bankruptcy Court, without any prejudice to the government’s positions in this
matter.
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In the end, where the transfer of the Adversary Proceeding is without
prejudice to any rights of the government respecting the “Final Judgment Motion,”
the government has little about which to complain.

See AL Doc. 155 (FL Doc. 458), at pp. 1-2 and 7.

24. On September 24, 2015, the Florida Court transferred the Hillsborough I adversary
proceeding to the Alabama Court. See AL Doc. 157 (FL Doc. 460).

25. On October 30, 2015, the Hillsborough I adversary proceeding was docketed by the

Alabama Court and assigned Adv. Proc. No. 15-00127-TOM (“Hillsborough IT””). See AL Doc. 1.

26. On December 10, 2015, the Florida Court entered a Final Decree closing the Florida

bankruptcy case. See In re Hillsborough Holdings Corporation, Case No. 89-bk-09715, at Doc.

21984.

27. On January 11, 2016, the IRS filed proofs of claim in the Alabama bankruptcy cases for
the 1983-1995 Liabilities and the 2000-2006 Liabilities. See e.g., Claim Nos. 5034, 5036, 5037,
5038, 5039, 5040, 5042, 5043, 5044, 5045, 5046, 5047 and 5048. With respect to certain Debtors,
the United States filed two proofs of claim. See e.g., Exhibit “5” for the IRS’s Proof of Claim filed
against Walter Energy, Inc., et al. on January 11, 2016 (Claim No. 5037). The first proof of claim
reports the claims based on enforcement of the settlement of the 1983-1995 Liabilities. The second
proof of claim is a protective claim that reports the claims based on the amounts due if the

Alabama Court is not inclined to enforce the settlement.’

3 Amendment of the proofs of claim is required for two reasons. First, the priority claims that reflect the claims

based on enforcement of the settlement of the 1983-1995 Liabilities must be reduced to remove the claims reported for
the tax years August 31, 1983 and May 31, 1990. See discussion, supra, at pp. 5-6. The settlement reflects no tax
liabilities due for those years. Second, the unsecured general claims reported on both proofs of claim need to be
reclassified as priority claims under 11 U.S.C. § 507(a)(8)(A)(iii). See discussion, infra, at pp. 16-17.

9
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28. In the Alabama Chapter 11 cases, the Debtors were unable to confirm a plan of
reorganization. Accordingly, the Alabama Debtors sold substantially all of their assets in two court
approved sales.

29. One sale (the “Core Asset Sale”) involved the sale of the Debtors’ principal mining assets
to Warrior Met Coal LLC (formerly, Coal Acquisition LLC) (“Warrior Met Coal””). The Court
approved the Core Asset Sale on January 8, 2016 and that sale closed on March 31, 2016. See e.g.,
Docs. 993, 1119, 1584 and 2235.

30. The other sale (the “Non-Core Asset Sale”) involved the sale of the Debtors’ coke facility
and remaining assets to Seminole Coal Resources, LLC, ERP Compliant Coke, LLC, and ERP
Environmental. The Court approved the Non-Core Asset Sale on February 8, 2016 and that sale
closed on February 12, 2016. See e.g., Docs. 993, 1119, 1784 and 1863.

31. Upon closing the two sales, above, the Debtors began to engage in winding down the
Debtors’ operations in accordance with the “wind down trust” agreement established under the
asset purchase agreement with Warrior Met Coal. See e.g., Doc. 2849, at pp. 3-4 and 6-11.

32. Because the wind down trust was due to expire on February 28, 2017 and based on the
Debtors’ representation that approximately $1.6 million remained in the trust, the Debtors moved
the Court to convert the Chapter 11 cases to cases under Chapter 7 of the Bankruptcy Code. See
Doc. 2849, at pp. 4 and 6-11.

33. On January 23, 2017, the United States filed an objection to the Debtors’ motion to convert
urging the court to deny the Debtors’ motion unless the Debtor, New WEI, as successor in interest

to HHC, agrees to entry of a final judgment in Hillsborough II that is consistent with the terms of

the parties’ settlement for the 1983-1995 Liabilities, and the Court enters the judgment prior to

10
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conversion of the Chapter 11 cases to Chapter 7. See Doc. 2871, at p. 1. As the United States

explained in its objection, entry of a final judgment in Hillsborough II is necessary so that the IRS

may pursue collection of the 1983-1995 Liabilities from former members of the HHC Group that

are not debtors in the Alabama bankruptcy case. See Doc. 2871, at p. 2. The United States further

explained that the Debtors’ reasons for contesting entry of a final judgment in Hillsborough II is
not valid and any additional delays in entering the judgment is unduly prejudicing the IRS’s ability
to collect the 1983-1995 Liabilities. See Doc. 2871, at pp. 2-4.

34. On January 27, 2017, the Debtors responded to the United States’ objection to their motion
to convert. See Doc. 2878.

35. After holding a hearing on the Alabama Debtors’ motion to convert, the Court overruled
the United States’ objection and ordered the conversion of Debtors’ Chapter 11 cases to Chapter 7
on February 21, 2017. See Doc. 2893.

36. By order entered on February 21, 2017, the Court appointed Andre' M. Toffel (“Chapter 7
Trustee” or “Trustee”) as the Interim Chapter 7 Trustee, and ordered that he would be deemed to
have accepted the appointment unless he rejected it within seven (7) days following receipt of the
order. See Doc. 2911.

37. On July 11, 2017, the Trustee’s counsel, Stephen B. Porterfield, Esq., and the Trustee’s
accountant, Edmond R. Denaburg, supplemented their applications for approval of employment of
professional persons to advise the Court that Mueller Water Products, Inc. and Walter Investment
Management Corporation have agreed “to pay or reimburse all reasonable fees and expenses of the

Chapter 7 Trustee and his professionals . . . for any efforts relating to the [Hillsborough IT]

adversary proceeding and the objection to the Internal Revenue Service claims.” See Doc. 3092, at

11
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p. 2; Doc. 3093, at p. 2. They further advised the Court that “[t]his bankruptcy estate will not incur
any fees or expenses for the work described in this supplement and the time incurred will not be

included on [their] fee applications filed with this Court.” See Doc. 3092, at p. 2; Doc. 3093, at

p. 2.

38. On October 13, 2007, the Chapter 7 Trustee filed a Notice to Creditors advising that there
will be no funds available for distribution to general unsecured creditors, and that for all claimants
holding general unsecured claims, “the Trustee hereby gives notice to you of his final report of no
distribution in these cases.” See Doc. 3144, at pp. 1 and 3. The Trustee further advised that he and
Warrior Met Coal had reached a compromise regarding certain assets sold to Warrior Met Coal
during the Chapter 11 cases and that a portion of those assets may be available to pay
administrative and priority creditors. See Doc. 3144, at pp. 1-2.

39. The Trustee’s Notice to Creditors summarized the proposed settlement between him and
Warrior Met Coal, as follows:

Upon conversion of these cases the Chapter 7 Trustee took possession of several
bank accounts. Warrior Met made a claim to substantial portions of the funds in
said bank accounts based upon the Amended and Restated Asset Purchase
Agreement dated March 31, 2016, and approved by the Bankruptcy Court. In
addition, there are certain assets that were purchased by Warrior Met upon which
the trustee may also have an interest, and Warrior Met and the Trustee have agreed
to work together to recover some of those assets. The settlement proposed
includes the formation of a liquidating trust. All of the assets in the possession of
the Trustee which Warrior Met contends it purchased will be transferred to the
trust, and all future recoveries of assets by the Trustee to which Warrior Met
claims an interest will be deposited into the trust. Once the liquidating trust is
established, all cash due to Warrior Met pursuant to the settlement agreement shall
be paid out to Warrior Met. The Trustee and Warrior Met have agreed that up to
$2,900,000, or the amount necessary to make a substantial distribution on all
503(b)(9) claims and those with a higher priority, plus potentially more if certain
recoveries are successful, of said trust assets will be used to pay the administrative
and priority claims of the liquidating trust and these bankruptcy estates.

12
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The Trustee of these estates will also be the sole trustee of the liquidating trust
formed as described above. The Trustee will be compensated by the trust pursuant
to the calculations prescribed by 11 U.S.C. § 326. All monies paid into and out of
the trust will be subject to said calculation. Based upon the estimated range of
recoveries by the trustee and Warrior Met, the anticipated compensation to the
Trustee from both the liquidating trust and these bankruptcy estates, will likely be
in a range between $275,000 and $425,000. This amount is exclusive of
compensation paid to professionals employed by the Trustee.

See Doc. 3144, at pp. 2-3.

40. On October 13, 2017, the Chapter 7 Trustee moved the Court to approve the compromise
and settlement of claims between the Debtors’ estates and Warrior Met Coal, summarized in
paragraph 39, above (“Trustee’s motion to settle”’). See Doc. 3145. Attached to the Trustee’s
motion was the parties’ settlement agreement, but no trust documents for the liquidating trust. See
Doc. 3145, at Exhibit “A.”

41. The undersigned counsel requested that the Trustee’s counsel furnish her with a copy of
the trust documents for the liquidating trust. In response, the Trustee’s counsel advised her that no
trust documents exist.

42. Since conversion of the Debtors’ Chapter 11 cases to Chapter 7 in February 2017, the
undersigned counsel has attempted to resolve the pending unresolved tax matters by arranging and
participating in telephone conferences, sending e-mails, promptly responding to the Trustee’s
requests for IRS transcripts, and attending several status conferences, but her efforts have been to
no avail. In particular, the undersigned counsel has made repeated requests for the production of

substantiation in support of the Debtors’ claims that overpayments of tax exist to offset the 1983-

1995 Liabilities. However, she has received nothing in response to her requests.

13
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B. SUMMARY OF UNRESOLVED TAX MATTERS.

43. The unresolved consolidated federal income tax liabilities of the Florida Debtors and the

Alabama Debtors, including those liabilities that are the subject of the pending Hillsborough II

adversary proceeding, span more than thirty years.

44. For the tax years ended August 31, 1983 through December 31, 2016, New WEI and its
predecessors in interest, HHC, WI and WE, filed consolidated U.S. Corporate Income Tax Returns
(Forms 1120) with its subsidiaries.

45. New WEI and as successor in interest to HHC, WI and WE, incorporated under the laws of
the state of Delaware,* is the common parent of the affiliated group of corporations and the sole
agent for each member of the group, duly authorized to act in its own name in all matters relating
to the income tax liabilities for the tax years ended August 31, 1983 through December 31, 2016,
including giving waivers, executing closing agreements or offers in compromise, and filing
petitions and conducting proceedings before the United States Tax Court.

46. The common parent corporation and each subsidiary that was a member of the group
during any part of the consolidated return year is severally liable for the tax for such year.

47. During the Florida bankruptcy case, certain Florida Debtors left the HHC consolidated

group and are not debtors in the Alabama bankruptcy case (“Nondebtor Members”).

*  The Delaware Secretary of State’s records as of March 2, 2017 indicate that New WEI is delinquent in

filing its annual reports and paying its annual tax assessments. See Exhibit “6” for the Delaware Secretary
of State’s Records for New WEI, Inc.

14
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1. 1983-1995 Liabilities.

48. Pursuant to a settlement effectuated in Hillsborough I on June 8, 2015 (see discussion,
supra, at pp. 3-11), the parties agreed to settle the 1983-1995 Liabilities in the following amounts,

plus interest thereon:

Tax Period Ended Liability as of December 19, 2014
8/31/1983 -0-
8/31/1984 $ 79,165,799.33
8/31/1985 36,571,037.41
8/31/1986 6,484,950.92
8/31/1987 37,191,939.69
5/31/1988 -0-
5/31/1989 -0-
5/31/1990 -0-
5/31/1991 6,994,989.85
5/31/1992 4,044,984.66
5/31/1993 11,655,887.45
5/31/1994 361,847.44
5/31/1995 -0-

Total $ 182.481.436.75

See Exh. 4 and proposed Final Judgment attached hereto.

49. The United States moved for entry of a judgment consistent with the terms of the
settlement, and the Debtors opposed the government’s request on grounds that there are
overpayments of tax available for offset against the 1983-1995 Liabilities, and that the settlement
of the 1983-1995 Liabilities with DOJ is contingent upon a settlement of the 2000-2006 Liabilities
with the IRS. See discussion, supra, at pp. 3-7.

50. Contrary to the Debtors’ “overpayment” claim, there are no overpayments available for
offset against the 1983-1995 Liabilities. Nor have the Debtors produced any evidence establishing

the existence of any such overpayments of tax. See discussion, infra, at p. 18.
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51. Also, contrary to the Debtor’s claims of a global settlement of the tax liabilities for 1983-
1995 and 2000-2006, the plain language of WE’s offer to settle the 1983-1995 Liabilities shows
that the settlement offer was not conditioned upon any settlement of the 2000-2006 Liabilities with
the IRS. See Exh. 2.

52. In view of the above, the United States requests herein enforcement of the settlement of the
1983-1995 Liabilities and entry of a judgment consistent with the terms of that settlement.

2. 2000-2006 Liabilities.

53. The IRS conducted an examination of the Debtors’ consolidated income tax liabilities for
the tax years ended May 31, 2000 through December 31, 2008 and based on that examination

proposed adjustments to the Debtors’ tax liabilities in the following amounts for the following tax

years:

Tax Year Tax Deficiency
5/31/00 $ 48,983,052
12/31/00 16,867,561
12/31/01 38,115,350
12/31/02 21,865,521

12/31/03 -

12/31/04 18,521
12/31/05 287,991
12/31/06 5,255,682
Total Tax Deficiency $ 131.393,678

See Exhibit “7” for the IRS Statutory Notice of Deficiency sent to Walter Energy, Inc. on

December 12, 2016.
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54. Before the parties effectuated a settlement of the 1983-1995 Liabilities on June 8, 2015, the
Debtors and IRS Appeals discussed potential settlement of the 2000-2006 Liabilities. Based on
those discussions, the parties agreed to terms upon which to settle the 2000-2006 Liabilities
(“Appeals Settlement”), but they could not compute the settlement amount for those years until the
earlier years’ tax liabilities (i.e., 1983-1995) were resolved and the amount of those liabilities
finally determined. In other words, the computations for the subsequent years’ taxes may be
affected by the amount of the tax liabilities for the earlier years.

55. Although the parties settled the 1983-1995 Liabilities on June 8, 2015, the Debtors and the
IRS have not effectuated a settlement of the 2000-2006 Liabilities.

56. Upon enforcement of the settlement of the 1983-1995 Liabilities and entry of a judgment
consistent with the terms of that settlement, the Debtors and the IRS may resolve the 2000-2006
Liabilities. In this respect, the IRS agrees to settle the 2000-2006 Liabilities in accordance with the
terms of the Appeals Settlement.

57. On December 12, 2016, because the parties have not settled the 2000-2006 Liabilities, the
IRS sent a Statutory Notice of Deficiency to WE, on behalf of the consolidated group, that
proposed tax deficiencies for 2000 through 2006 in the total amount of $131,393,678. See Exh. 7;
discussion, supra, at pp. 16-17.

58. Generally, New WEI, as successor in interest to WE, would have 90 days from the date of
the Statutory Notice of Deficiency to file a petition in the United States Tax Court to request a
redetermination of the IRS’s proposed tax deficiencies for 2000 through 2006. However, because

New WETI is in bankruptcy, the 90-day period for filing a Tax Court petition is stayed.
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3. Potential Overpayments of Tax.

59. Based on the IRS’s records, potential overpayments of tax, plus interest thereon, that may

be available to offset the Debtors’ consolidated income tax liabilities for the tax years at issue are,

as follows:
Tax Date — IRS
Year Transcript Potential Overpayments of Tax
5/31/97 8/14/17 $ <356,584>
12/31/07 Form 4549-A <9,022,992>
12/31/09 10/9/17 <271,653>
12/31/10 10/9/17 <25,726,647>
12/31/11 10/9/17 <46,410,391>
12/31/12 10/9/17 <25,194,160>
12/31/14 10/2/17 <128,106>
Total Potential Overpayments $ <107.110,533>

See Exhibit “8” for IRS Transcript for the tax year ended 5/31/97; Exhibit “9” for IRS Form 4549-
A, “Income Tax Discrepancy Adjustments,” for 2007; Exhibit “10” for IRS Transcript for 2009;
Exhibit “11” for IRS Transcript for 2010; Exhibit “12” for IRS Transcript for 2011; Exhibit “13”
for IRS Transcript for 2012; and Exhibit “14” for IRS Transcript for 2014.

60. As the chart, above, shows, the prepetition overpayments of tax available for offset against
Debtors’ prepetition consolidated tax liabilities (i.e., $107,110,533) are not sufficient to eliminate

the Debtors’ tax liabilities for 2002 through 2006 (i.e., $131,393,678). As a consequence, contrary

to the Debtors’ contention, no overpayments of tax are available to offset the Debtors’ 1983-1995

Liabilities.
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III. ARGUMENT.
A. THE FORMATION OF A LIQUIDATING TRUST UNNECESSARILY

COMPLICATES AN ALREADY UNREASONABLE DELAY IN THE RESOLUTION

OF THE UNRESOLVED TAX MATTERS.

Let there be no mistake, the United States is complaining and for good reasons. In the
Florida bankruptcy case, the Debtors represented to the Florida Court that transfer of the
Hillsborough I adversary proceeding to the Alabama Court would allow the parties to promptly and
efficiently resolve the unresolved tax matters. This has not happened and any additional delays
continue to unduly prejudice the United States’ efforts to collect the unpaid tax liabilities from the
solvent Nondebtor Members.

In the Alabama bankruptcy case, the Debtors were unable to confirm a plan of
reorganization. Because of their inability to confirm a plan, they were forced to sell substantially
all of their assets and convert their Chapter 11 cases to Chapter 7. Since the transfer of
Hillsborough I to this Court, and after reneging on the settlement of the 1983-1995 Liabilities, the
Debtors have made no attempt to resolve their unresolved tax matters, 1983-1995 Liabilities and
2000-2006 Liabilities. They have offered no valid reasons for reneging on the settlement of their
1983-1995 Liabilities. Their unsubstantiated repudiation of the settlement has precluded a
resolution of their 2000-2006 Liabilities. These delays have unduly prejudiced the United States’
ability to collect the unpaid taxes, including interest thereon, from the Nondebtor Members.

Now, the Trustee moves the Court to approve a proposed settlement between the Debtors’
Estate and Warrior Met Coal that will involve the formation of a liquidating trust and the creation
of a pot that will primarily pay additional legal and accounting fees. The Trustee has advised that

there will be no funds available for distribution to general unsecured claims. A review of the
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proposed settlement indicates that there will be no funds for the IRS’s tax claims, whether
classified as priority or nonpriority. The lack of funds available to satisfy the tax claims only
hastens the need to resolve the 1983-1995 and 2000-2006 Liabilities so that the IRS may pursue
collection of those liabilities from the Nondebtor Members.

In addition to there being no potential distributions available for the tax claims, the
proposed settlement, if approved, will unnecessarily complicate and further delay a resolution of
the 1983-1995 and 2000-2006 Liabilities. In the proposed settlement, the Trustee indicates that he
expects to close the Debtors’ estate by September 30, 2018. See Doc. 3145-1, at p. 18. In this
respect, the proposed settlement provides, inter alia, for the formation of a Liquidating Trust that
will “oversee and distribute the assets that Warrior Met Coal is sharing pursuant to the settlement
agreement.” See Doc. 3145-1, at pp. 7, 10-11, 13-15 and 18. The proposed settlement further
provides that “notwithstanding the creation of the Liquidating Trust, the [Alabama Court] will
retain jurisdiction over most everything, and its primary role would be resolving all objections to
claims, . . . and also adversary proceedings regarding some of the assests.” See Doc. 3145-1, at
pp. 7-8, 15 and 18.

The Liquidating Trust, as a successor in interest to New WEI, is a separate and distinct

entity, a trust. See e.g., City Investing Co. Liquidating Trust v. Continental Casualty Co., 624 A.2d

1191, 1197 (Del.Supr. 1993) (“[T]he liquidating trust is a separate entity, but not a corporation”).
The Liquidating Trust will not qualify as an agent of the consolidated group for each of the twenty-
one (21) consolidated tax years at issue in this case. See e.g., 26 C.F.R. §§ 1.1502-77, 1.1502-77A

and 1.1502-77B. See also, United States v. Bond, 762 F.3d 255, 260-263 (2d Cir. 2014) (The

bankruptcy court lacked jurisdiction to adjudicate the liquidating trustee’s tax refund claim).
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Regardless of whether the 1983-1995 and 2000-2006 Liabilities are settled or adjudicated, a valid
agent for the consolidated group for each of the consolidated years is necessary, inter alia, to
execute closing agreements and offers in compromise, and file petitions and conduct proceedings

before the United States Tax Court. See e.g., 26 C.F.R. § 1.1502-77(d)(4), (5) and (10); J & S

Carburetor Co., et al. v. Commissioner, 93 T.C. 166 (1989) (Nonbankrupt subsidiaries that filed a
consolidated return lacked authority to file a petition and conduct proceedings in the Tax Court
while their common parent corporation was in bankruptcy).

Three sets of rules govern the designation of an agent for the consolidated years at issue in
this case. See 26 C.F.R. § 1.1502-77 (generally, for years beginning on or after April 1, 2015),
26 C.F.R. § 1.1502-77A (generally, for years beginning before June 28, 2002), and 26 C.F.R.
§ 1.1502-77B (generally, for years beginning on or after June 28, 2002 and before April 1, 2015).
Given the number of tax years at issue, the process of designating a new agent in place of New
WEI will differ depending on the rules applicable to each particular year and may result in the
appointment of more than one agent. In other words, one entity may be designated the agent for
some years, and another entity may be designated the agent for other years. Moreover, any entities
designated to serve as agents will likely be Nondebtor Members over which this Court has no
jurisdiction. In view of the above, it is fair to conclude that the formation of a Liquidating Trust
will unnecessarily and unduly prolong any possible resolution of the unresolved tax matters and
further prejudice the United States’ efforts to collect unpaid tax liabilities from the Nondebtor
Members. Therefore, it would be prudent for the parties to resolve the pending tax matters before

the Trustee’s motion to settle is granted and the Liquidating Trust is formed.
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For the above reasons and in the interest of judicial economy, the United States moves the
Court to stay the Trustee’s motion to settle for a period of ninety (90) days so that the parties may
resolve the pending tax matters before formation of the Liquidating Trust. Alternatively and for
the reasons described, below, if the Court is not inclined to stay the Trustee’s motion to settle, the
United States requests that the Court enforce the parties’ settlement of the 1983-1995 Liabilities,
enter a judgment consistent with the terms of that settlement (“1983-1995 Judgment”), lift the
automatic stay to allow the United States to exercise its setoff rights before the Liquidating Trust is
established, and lift the automatic stay to commence the 90-day period for filing a petition with the
Tax Court, if necessary, for a redetermination of the 2000-2006 Liabilities.

B. THE COURT’S ENFORCEMENT OF THE SETTLEMENT OF THE 1983-1995
LIABILITIES IS APPROPRIATE AND NECESSARY.

Enforcement of the settlement of the 1983-1995 Tax Liabilities, and entry of a final judgment
consistent with the terms of the settlement, is appropriate and necessary to avoid any further undue
prejudice to the United States in its efforts to collect the tax liabilities from former members of the
HHC Group that are not debtors in the Alabama bankruptcy case. See 11 U.S.C. § 105(a). Indeed,
any further delay in enforcing the settlement of the 1983-1995 Liabilities and entering a judgment
will not serve the interests of justice and will only unduly prejudice the United States’ collection
efforts for those years and the subsequent tax years.

The Florida Debtors offered to settle all tax issues pending in the Hillsborough I and II

adversary proceedings. The United States accepted their offer and this Court should enter a
judgment consistent with the terms of the parties’ settlement before the Liquidating Trust is

established.
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Section 105(a) of the Bankruptcy Code provides:

The court may issue any order, process, or judgment that is necessary or
appropriate to carry out the provisions of this title. No provision of this title
providing for the raising of an issue by a party in interest shall be construed to
preclude the court from, sua sponte, taking any action or making any
determination necessary or appropriate to enforce or implement court orders or
rules, or to prevent an abuse of process.

See 11 U.S.C. § 105(a).
Courts consider the following factors to determine “the fairness, reasonableness and
adequacy of a proposed settlement agreement:”
(1) The probability of success in the litigation;

(2) The difficulties, if any, to be encountered in the matter of collection;

(3) The complexity of the litigation involved, and the expense, inconvenience
and delay necessarily attending it; and

(4) The paramount interest of the creditors and a proper deference to their
reasonable views in the premises.

See In re Chira, 567 F.3d 1307, 1312-1313 (11% Cir. 2009) (quoting, In re Justice Oaks II, Ltd.,

898 F.2d 1544, 1549 (11" Cir. 1990) (quoting, In re A & C Corp., 784 F.2d 1377, 1381 (9" Cir.

1986)). The bankruptcy court’s approval of a settlement is reviewed for abuse of discretion, and

“consideration of the Justice Oak factors need not be explicit.” See In re Daughtrey, 2015 WL

5604764, at *8 (M.D. Fla. Sept. 23, 2015) (citing, Chira, 567 F.3d at 1313).

Applying the above factors to the facts here, the settlement is fair, reasonable and adequate
to settle the 1983-1995 Liabilities, and therefore, enforcement of the settlement is necessary and
appropriate. On May 14, 1991 and over 25 years ago, the Debtors commenced an adversary
proceeding, requesting, inter alia, a determination of HHC Group’s 1983-1995 income tax

liabilities. On September 24, 2015, the Florida Court transferred the Hillsborough I adversary
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proceeding to this Court. Before the transfer, the United States moved for entry of a final judgment
in the adversary proceeding consistent with the terms of the parties’ settlement, and the debtor
opposed the motion repudiating the settlement. The Florida Court did not rule on the motion.

Although the Debtors repudiated the parties’ settlement before transfer of Hillsborough I to
this Court, they have offered no valid reasons why the parties’ settlement is not binding and
enforceable. Moreover, despite the Debtors’ representations to the Florida court that significant
overpayments of tax from subsequent tax years would be available to offset the 1983-1995
Liabilities, it has not established the existence of such overpayments. Indeed, although there are
overpayments of tax in subsequent tax years, they are not sufficient in amount to offset any of the
1983-1995 Liabilities. Nor have the Debtors made any “good faith” efforts (over the past 2%
years) to settle or otherwise resolve the 1983-1995 Liabilities, despite their representations to the
Florida Court that the transfer of the adversary proceeding to this Court would result in a prompt
and efficient resolution of the unresolved tax matters.

Further, contrary to the Debtors’ representations to the Florida Court, the plain language of
its offer to settle and compromise the 1983-1995 Liabilities demonstrates that its offer was in no
way contingent or otherwise conditioned upon a settlement of the 2000-2006 Liabilities with the
IRS. See Exh. 2 for December 17the Offer. The Department of Justice accepted the Debtors’
settlement offer on June 8, 2015 based on the terms set forth in their December 17th offer. See
Exh. 4 for June 8" Acceptance. Even if the Debtors, as they claim, intended or desired to
accomplish a global settlement with the Department and the IRS, its intentions and desires are not

sufficient, alone, to invalidate the settlement of the 1983-1995 Liabilities. Put bluntly, the parties
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settled the 1983-1995 Liabilities, and the United States is entitled to entry of a judgment consistent
with the terms of that settlement.

Enforcement of the settlement will not impact the Debtors’ estate. The Trustee has already
advised that there will be no distribution to unsecured general creditors. Based on the Trustee’s
motion to settle, it appears that funds will be available to pay only professional fees and certain
other administrative claims. The Trustee’s counsel and accountant have advised that any fees
incurred with regard to the claims involving the 1983-1995 and 2000-2006 Liabilities will be paid
by the Nondebtor Members, and not the estate.

If the settlement is not enforced, the parties will return to the point in the litigation when the
Florida Court vacated its judgment in June 2010, and as a result, they will be subject to further
unnecessary “‘expense, inconvenience and delay.” See Chira, 567 F.3d at 1312-1313 (citations
omitted). In addition to unnecessarily prolonging the litigation of the adversary proceeding, the
United States is unduly prejudiced by the continuing unreasonable delays in collecting the 1983-
1995 Liabilities from the Nondebtor Members. As the record shows, the settlement of the 1983-
1995 Liabilities is “fair and equitable” under the circumstances. Accordingly, through exercise of
its § 105 powers, the Court should enforce the settlement, enter a judgment consistent with the
terms of the settlement, and close the 27-year old adversary proceeding. A proposed Final
Judgment is attached hereto.

C. THE COURT SHOULD LIFT THE STAY TO ALLOW THE UNITED STATES TO
EXERCISE ITS SETOFF RIGHTS.

The United States possesses a valid right to setoff the Debtors’ prepetition overpayments
against their prepetition tax liabilities. See 26 U.S. § 6402(a). The Debtors’ prepetition

overpayments of tax equal $107,110,533, plus interest thereon, for the tax years ended May 31,
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1997, and December 31, 2007, 2009, 2010, 2011, 2012 and 2014 (“overpayments”). See Exhs.
8-14. The overpayments are not sufficient to eliminate the Debtors’ prepetition liabilities in full.
For instance, the prepetition overpayments are not sufficient to eliminate the Debtors’ 2002-2006
Liabilities in the amount of $131,393,678, plus interest thercon.

Section 553 of the Bankruptcy Code preserves the right of a creditor, like the United States,
“to offset a mutual debt owing by such creditor to the debtor that arose before the commencement
of the case under this title against a claim of such creditor against the debtor that arose before the

commencement of the case.” See 11 U.S.C. § 553(a). See e.g., In re Bill Heard Enterprises, Inc.,

400 B.R. 813, 823-825 (Bankr. N.D. Ala. 2009). “Essential to setoff, and a prerequisite to a claim
under § 553, is that liabilities are mutual: A owes B and B owes A.” See In re Colonial

BancGroup, Inc., 2012 WL 12878, at * 4 (M.D. Ala. Jan. 4, 2012) (citation and internal quotations

omitted). “[D]ebts are considered mutual when they are between the same parties acting in the

same capacity.” See Colonial BancGroup, 2012 WL 12878, at * 4 (citation omitted).

Before the United States may exercise its setoff rights, it must obtain relief from the
automatic stay. See 11 U.S.C. §§ 362(a)(7) and 362(d). Allowance of the setoff is within the
discretion of the Court and is limited by the purpose and equitable principles of the Bankruptcy
Code. Accordingly, the United States requests that the Court lift the stay and allow the IRS, in its
discretion, to offset the Debtors’ prepetition overpayments, including interest thereon, against their
prepetition tax liabilities, including interest thereon, before formation of the Liquidating Trust. See
In re Ryan, 64 F.3d 1516, 1524 (11" Cir. 1995) (“Pursuant to clear statutory authority and the
implementing Treasury Regulations, the IRS has the discretion to designate the application of

overpayments among a taxpayer’s various liabilities”).
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As the proposed settlement reveals, the IRS is not expected to receive any distributions on
its tax claims, whether those claims are classified as priority or unsecured general claims. Further,
if the United States does not exercise its setoff rights before formation of the Liquidating Trust, it
may risk losing those rights through waiver or extinguishment. As a result, it is both equitable and
appropriate for the Court to lift the automatic stay and allow the United States to exercise its setoff
rights before the Liquidating Trust is formed.

D. THE COURT SHOULD LIFT THE STAY TO ALLOW COMMENCEMENT OF THE
TAX COURT PROCEEDINGS, IF NECESSARY, TO RESOLVE THE 2000-2006
LIABILITIES.

Although the Debtors and IRS Appeals have agreed to terms upon which to settle the 2000-
2006 Liabilities, they cannot effectuate a settlement of those years until earlier years’ tax liabilities
(i.e., 1983-1995) are resolved and finally determined. The computations for the 2000-2006
Liabilities may be affected by the amount of the 1983-1995 Liabilities. Accordingly, upon final
resolution of the 1983-1995 Liabilities, the Debtors and the IRS should be able to resolve the 2000-
2006 Liabilities in accordance with the terms of the Appeals Settlement. In the event, however,
that the parties cannot settle the 2000-2006 Liabilities, the Debtors will likely contest the tax
deficiencies proposed for those years.

As the facts, however, demonstrate, any challenge to the 2000-2006 Liabilities will not
benefit the estate. Based on the Trustee’s filings on October 13, 2017, he does not expect to make
any distributions to the IRS in connection with the claims filed for the 2000-2006 Liabilities,
whether those claims are classified as priority or nonpriority. Further, given the administrative
insolvency of the Debtors’ estate, any judicial determination of the 2000-2006 Liabilities is

necessary only for the purpose of collecting the unpaid taxes, including interest thereon, from the

27

Case 15-02741-TOM7 Doc 3166 Filed 11/08/17 Entered 11/08/17 21:22:23 Desc
Main Document  Page 27 of 46



solvent Nondebtor Members that are not subject to this Court’s jurisdiction. As a consequence,
any judicial determination of the 2000-2006 Liabilities will not benefit the Debtors’ estate, but will
serve only to benefit the Nondebtor Members. Put simply, the bankruptcy court lacks jurisdiction
to determine the 2000-2006 Liabilities because the outcome of that proceeding could not

conceivably have any effect on the estate being administered in bankruptcy. See In re Robles,

2016 WL 721521, at *2 (Bankr. S.D. Fla. February 23, 1016) (citing, In re Lemco Gypsum, Inc.,

910 F.2d 784, 788 (11" Cir. 1990) (citing, In re Pacor, 743 F.2d 984, 994 (3d Cir. 1984)); In re

Huckabee Auto Co., 783 F.2d 1546, 1549 (11™ Cir. 1986).

Moreover, the Nondebtor Members’ funding of the litigation involving the IRS claims
confirms that the Nondebtor Members are pulling the strings in this bankruptcy case in an effort to
stonewall or otherwise delay collection of the unpaid taxes for the years ended August 31, 1983
through May 31, 1995 and May 31, 2000 through December 31, 2006. This is an improper use of
the bankruptcy court’s resources and should be stopped. To the extent that the Nondebtor
Members wish to challenge the 2000-2006 Liabilities, they should do so in a nonbankruptcy forum.
For the above reasons, in the interest of judicial economy and the avoidance of any further undue
delays in resolving the 2000-2006 Liabilities, the United States requests that the Court lift the
automatic stay to allow commencement of the 90-day period for filing a petition in Tax Court, if
necessary, to determine the 2000-2006 Liabilities. See 11 U.S.C. §§ 362(a)(8) and 362(d). See
also, 26 U.S.C. § 6213(a); Exh. 7. The 90-day period will give the parties adequate time to

determine if they can settle the 2000-2006 Liabilities before the filing of a petition is required.
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IVv. CONCLUSION.

In the interest of judicial economy and for the reasons discussed, above, the Court should
stay the Trustee’s motion to settle for a period of ninety (90) days so that the Chapter 7 Trustee, on
behalf of New WEI, and the United States may resolve the unresolved tax matters. Alternatively,
if the Court is not inclined to stay the Trustee’s motion to settle, it should enforce the parties’
settlement of the 1983-1995 Liabilities, enter a judgment consistent with the terms of that
settlement, lift the automatic stay to allow the United States to exercise its setoff right before the
Liquidating Trust is formed, and lift the automatic stay to commence the 90-day period for filing a
Tax Court petition, if necessary, to obtain a redetermination of the 2000-2006 Liabilities. A
proposed Final Judgment is attached hereto.

Dated this 8™ day of November, 2017.

Respectfully submitted,

DAVID A. HUBBERT
Acting Assistant Attorney General

/s/ Lynne M. Murphy
LYNNE M. MURPHY

Trial Attorney, Tax Division
U.S. Department of Justice
La. Bar No. 20465

D.C. Bar No. 485928

P.O. Box 14198

Ben Franklin Station
Washington, D.C. 20044
Telephone: (202) 514-5881
Facsimile: (202) 514-9868
E-mail: lynne.m.murphy@usdoj.gov
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JAY E. TOWN
United States Attorney
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CERTIFICATE OF SERVICE

IT IS HEREBY CERTIFIED that service of the foregoing United States of America’s
Motion To (1) Stay the Chapter 7 Trustee’s Motion for Approval of Proposed Settlement (Doc.
3145) for Ninety (90) Days, or (2) Enforce Settlement, Enter Judgment and Lift Stay, including
accompanying Exhibits “1” through “14” and Proposed Final Judgment, has this 8" day of
November 2017, been made by electronically filing a copy on all CM/ECEF participants via the
CM/ECEF system or by depositing a copy thereof in the United States mail, first class postage
prepaid, on all non-CM/ECF participants, as indicated on the attached Service List.

/s/ Lynne M. Murphy

Trial Attorney, Tax Division
U.S. Department of Justice
P.O. Box 14198

Ben Franklin Station
Washington, D.C. 20044
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*S Scott Hickman scotthickmanlaw(@gmail.com
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*Lindan J. Hill lhill@gattorney.com, kdoss@gattorney.com

*Nathaniel Peter Holzer pholzer@jhwclaw.com

*Thomas Benjamin Humphries thumphries@sirote.com, cstanford@sirote.com
*Carol Koehler Ide Carol.Koehler.Ide@usdoj.gov

*William W Kannel wkannel@mintz.com

*Albert Kass ecfpleadings@kccllc.com

«Jennifer Brooke Kimble jkimble@rumberger.com, mbarnette@rumberger.com;
docketingorlando@rumberger.com;jkimblesecy@rumberger.com;mcourtney@rumberger.com;ldo
whner@rumberger.com

*Hanna Lahr hlahr@burr.com, mgunnells@burr.com

+Jayna Partain Lamar jlamar@maynardcooper.com, prudloff@maynardcooper.com;
Jturnipseed@maynardcooper.com

*Rachel M. Lary rlary@lightfootlaw.com, mgreen@lightfootlaw.com

*Michael Wesley Lindsey mlindsey@jandllawfirm.com, eeberhardt@jandllawfirm.com
*Kristine Manoukian kmanoukian@akingump.com

*Samuel Maples sam@mtandj.com

*David S. Maxey dsm@spain-gillon.com

*Edward E. May bankruptcy@maylegalgroup.com, paraglegal@maylegalgroup.com
*Walter F McArdle wfm@spain-gillon.com, mdj@spain-gillon.com

*Grady Milton McCarthy milton.mccarthy@asmc.alabama.gov

*Ruth B McFarland ruth@winmclaw.com

*Sarah E. Merkle smerkle@babc.com

*John W. Mills john.mills@btlaw.com, bankruptcyatlanta@btlaw.com

*Polly Misra polly.misra@nlrb.gov

*Cathleen C Moore ccmoore@bradley.com

«Jameria Johnson Moore jameriaj@bellsouth.net

*Robert A Morgan rmorgan@rosenharwood.com, kholcombe@rosenharwood.com
*Charles Howard Moses melissa@mosespc.com, charlie@mosespc.com

*J Leland Murphree Lmurphree@maynardcooper.com

*Edwin Bryan Nichols bnichols@waldinglaw.com, tadams@waldinglaw.com;
bwalding@waldinglaw.com;dbyrd@waldinglaw.com

*Michael B Odom modom@rumberger.com, kparker@rumberger.com;
mbarnette@rumberger.com;docketingorlando@rumberger.com;modomsecy@rumberger.com
*Steve Olen sco@cunninghambounds.com, jca@cunninghambounds.com,
ash@cunninghambounds.com, rmc@cunninghambounds.com

*Robert Karl Ozols rozols@maynardcooper.com

*Robert L. Paddock robert.paddock@tklaw.com

*Daniel Pasky dpasky@mcglinchey.com, darogers@mcglinchey.com

*Lars A. Peterson lapeterson@foley.com

*Max C. Pope max@maxpopejr.com, maxpopejr@gmail.com; sandra@maxpoejr.com,
maxpopeoffice@gmail.com

*Stephen B Porterfield sporterfield@sirote.com, fwillingham@sirote.com

*Eric L. Pruitt epruitt@bakerdonelson.com, mmurrell@bakerdonelson.com;
Imclean@bakerdonelson.com
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*Edward Q Ragland ed.ragland@usdoj.gov

*Arthur Franklin Ray kathy.gunter@labor.alabama.gov, arthur.ray@labor.alabama.gov
*Eric T Ray eray@balch.com, bfreeman@balch.com

«Jeremy L Retherford jretherford@balch.com, bfreeman@balch.com

«James Phillip Roberts jroberts@burr.com

*Melissa M. Root mroot@jenner.com, csteege(@jenner.com

«James Savin jsavin@akingump.com

«James Savin jsavin@akingump.com

*David Lewis Selby dselby@baileyglasser.com, mchapman@baileyglasser.com;
mford@baileyglasser.com;kbarrett@baileyglasser.com

*Steven J. Shaw sshaw@sjslawfirm.com

*Susan Reid Sherrill-Beard sherrill-beards@sec.gov, atlreorg@sec.gov;
bradylyonsm@sec.gov;baddleyd@sec.gov

«Joy Beth Smith joybeth@maxpopejr.com

*Kristofor D Sodergren bknotice@rcslaw.com

*Daniel D Sparks ddsparks@csattorneys.com, dan-sparks-9722@ecf.pacerpro.com
*Angeline Jackson Sperling Sperlinglaw@Mindspring.com

*Catherine L. Steege csteege(@jenner.com

*Samuel Stephens sstephens@bcattys.com, ccoley@bcattys.com;swilson@bcattys.com
*Norman Matt Stockman nstockman@handarendall.com, avaughn@handarendall.com
*Gregory Michael Taube greg.taube@nelsonmullins.com, ayo.uboh@nelsonmullins.com
*Andre' M Toffel trustee@toftelpc.com, jeraft@toffelpc.com, atoffel@ect.epigsystems.com
*Arthur Lee Tucker leetucker@leetucker-law.com, leetucker@aol.com

«Jesse S Vogtle jvogtle@balch.com, bfreeman@balch.com

*Brian R Walding bwalding@waldinglaw.com, tadams@waldinglaw.com;
dbyrd@waldinglaw.com;bnichols@waldinglaw.com

*Adrienne K Walker awalker@mintz.com

*Robert Moore Weaver rweaver@qcwdr.com, gjackson@qcwdr.com;jherrin@qcwdr.com
*Robert L. Welsh Robert.L.Welsh@usdoj.gov

*Amber M. Whillock awhillock@starneslaw.com, mkennedy@starneslaw.com

«James H White jwhite@bakerdonelson.com

*Mark P. Williams mpwilliams@nwkt.com

*R. Scott Williams swilliams@rumberger.com, docketingorlando@rumberger.com;
swilliamssecy@rumberger.com;ldowner@rumberger.com;mcourtney@rumberger.com;mbarnette
@rumberger.com

«Jamie Alisa Wilson jwilson@usdoj.gov, jamiealisatharp@yahoo.com

*Kenneth Joe Wilson kjwilson@wardwilsonlaw.com, datkisson@wardwilsonlaw.com
*Adrian Zareba zareba.adrian@pbgc.gov, efile@pbgc.gov

Manual Notice List - Via U.S. Mail:

ARP Production Company, LLC
Address Unknown
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AlixPartners LLP

James A. Mesterharm, Managing Director
2000 Town Center Ste 2400

Southfield, MI 48075

Allan J. Arffa

Paul, Weiss, Ritkind, Wharton & Garrison
1285 Avenue of the Americas

New York, NY 10019-6064

Crystal R. Axelrod

Morgan, Lewis & Bockius LLP
1000 Louisiana Street, Suite 4000
Houston, TX 77002-5005

Joseph E. Bain
Thompson & Knight LLP
333 Clay Street Ste 3300
Houston, TX 77002

Michael Bazley
PO Box 20
Tracy, CA 95378

Lisa Beckerman
Address Unknown

Berkeley Research Group LLC
1800 M St NW Ste 200
Washington, DC 20036

Birmingham Water Works
3600 1st Avenue N
Birmingham, AL 35222

Melissa Y. Boey

Morgan, Lewis & Bockius LLP
101 Park Avenue

New York, NY 10178-0060

Bradley Arant Boult Cummings LLP
Jay R. Bender

1819 Fifth Avenue N

Birmingham, AL 35203
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Beth Brownstein
Arent Fox PLLC

1675 Broadway

New York, NY 10019

Bruce D. Buechler
Lowenstein Sandler LLP

65 Livingston Avenue
Roseland, NJ 07068

Elizabeth Canner

Weil Gotshal & Manges LLP
767 Fifth Avenue, 27th Floor
New York, NY 10153

Carroll Engineering Co.
Attn: Greg Wolfe

227 Industrial Park Dr
Harlan, KY 40831

Barbara Ann Chism
14123 Freeman Rd
Tuscaloosa, AL 35405-9579

Thomas N Ciantra

Cohen, Weiss & Simon LLP
330 West 42nd Street

New York, NY 10036

Bobby H Cockrell

Cockrell & Cockrell

1409 University Blvd
Tuscaloosa, AL 35401-1633

Michael E. Collins

Manier & Hood

One Nashville Place

150 Fourth Ave N Ste 2200
Nashville, TN 37219

Consolidated Pipe & Supply Co., Inc.
Attn: Chris Harper

1205 Hilltop Parkway

Birmingham, AL 35124
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J. Thomas Corbett
Bankruptcy Administrator
1800 5th Avenue North
Birmingham, AL 35203

Vicki R. Craig
1801 Green Street
Selma, AL 36703

Crown Castle USA Inc.
Address Unknown

Cunningham Bounds LL.C
Steve Olen

1601 Dauphin Street
Mobile, AL 36604

Delaware Trust Company, as Indenture Trustee
Attn: Sandra E. Horwitz

2711 Centerville Road

Wilmington, DE 19808

T. Michah Dortch
Cooper & Scully, P.C.
900 Jackson, Suite 100
Dallas, TX 75202

Jon A. Dudeck
1800 5™ Avenue North
Birmingham, AL 35203

Mary S. Edge
2501 Meadowood Circle
Birmingham, AL 35242

Ernst & Young LLP
Jeffrey Blankenship

1901 6th Ave N Ste 1200
Birmingham, AL 35203

Terry Eulenstein
12116 Narrow Lane
Brookwood, AL 35444
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Alan Ferguson
416 N Lake Rd
Birmingham, AL 35242

Peter E. Ferraro
1011 W 10th St
Austin, TX 78703

Michael D Fielding
Husch Blackwell LLP
4801 Main Street

Suite 1000

Kansas City, MO 64112

Kyle B. Fonville
DECKER JONES, P.C.
Burnett Plaza, Suite 2000
801 Cherry Street, Unit 46
Fort Worth, TX 76102

GE Capital Information Technology Solutions, Inc f/d/b/a IKON Financial Services
Bankruptcy Administration

1738 Bass Road

P O Box 13708

Macon, GA 31208-3708

Stephen D. Gardner

Cooley Godward Kronish, LLP
1114 Avenue of the Americas
New York, NY 10036

Jerry M. Garrett
7651 Lakeshore Drive
McCalla, AL 35111

John C. Goodchild

Morgan, Lewis & Bockius LLP
1701 Market Street
Philadelphia, PA 19103-2921

Paul A. Green

Mooney, Green, Saindon, Murphy & Welch
1920 L Street NW Suite 400

Washington, DC 20036
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Scott Greissman

White & Case LLP

1155 Avenue of the Americas
New York, NY 10036

Hager Oil Company, Inc.
Attn: Philip C. Grace

P O Box 1429

Jasper, AL 35502-1429

Alicia K. Haynes
1600 Woodmere Drive
Birmingham, Al 35226

Ronnie Hodges
5023 Jiim Gogganus Rd
Dora, AL 35062

Shelia R. Holmes
313 Oak Grove Church Rd
Pearl, MS 39208

Caleb T. Holzaepfel
Husch Blackwell LLP
736 Georgia Avenue
Suite 300

Chattanooga, TN 37402

Houlihand Lokey Capital, Inc.
Address Unknown

David A. Hughes
Hardin & Hughes
2121 14th St
Tuscaloosa, AL 35401

Amelia C. Joiner

Morgan, Lewis & Bockius LLP
One Federal St

Boston, MA 02110-1726
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David R. Jury
United Steelworkers

Five Gateway Center Room 807
Pittsburgh, PA 15222

KPMG LLP

Howard Steinberg

1350 Avenue of the Americas
New York, NY 10019

Harold L. Kaplan
321 North Clark St Ste 2800
Chicago, IL 60654-5313

Keightley & Ashner LLP
700 12th Street NW
Washington, DC 20005

Charles L. Kerr

MORRISON & FOERSTER LLP
250 West 55th Street

New York, NY 10019-9601

Julie M. Koenig
Cooper & Scully, P.C.
815 Walker St. #1040
Houston, TX 77002

Robert N. Kravitz

Paul, Weiss, Rifkind, Wharton & Garrison
1285 Avenue of the Americas

New York, NY 10019-6064

Janine LaDouceur
264 Commerce Street
Hawthorne, NY 10532

J. Alexander Lawrence
MORRISON & FOERSTER LLP
250 West 55th Street

New York, NY 10019-9601

Case 15-02741-TOM7 Doc 3166 Filed 11/08/17 Entered 11/08/17 21:22:23 Desc
Main Document  Page 40 of 46



Daniel J. Leffell
Paul, Weiss, Rifkind, Wharton & Garrison

1285 Avenue of the Americas
New York, NY 10019-6064

Sharon L. Levine
Lowenstein Sandler LLP
65 Livingston Avenue
Roseland, NJ 07068

Sharon L. Levine

Saul Ewing LLP

One Riverfront Plaza

1037 Raymond Blvd Ste 1520
Newark, NJ 07102

Chris D. Lindstrom
Cooper & Scully, P.C.
815 Walker St. #1040
Houston, TX 77002

Liquidity Solutions, Inc.
Liquidity Solutions, Inc.

1 University Plaza, Suite 312
Hackensack, NJ 07601

John H. Maddock
McGuireWoods LLP
Gateway Plaza

800 East Canal Street
Richmond, VA 23219

Robert Makohin
73280 Shadow Mountain Dr Unit D
Palm Desert, CA 92260

Jennifer L. Marines

MORRISON & FOERSTER LLP
250 West 55th Street

New York, NY 10019-9601

10
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Lorenzo Marinuzzi

MORRISON & FOERSTER LLP
250 West 55th Street

New York, NY 10019-9601

Samantha Martin

MORRISON & FOERSTER LLP
250 West 55th Street

New York, NY 10019-9601

Rachel Jaffe Mauceri

Morgan, Lewis & Bockius LLP
1701 Market Street
Philadelphia, PA 19103-2921

Mayer Electric Supply Co., Inc.
Attn: Mark J. Horn

3405 4th Avenue S
Birmingham, AL 35222

Maynard Cooper & Gale PC
Jayna P. Lamar

1901 6th Ave N Ste 2400
Birmingham, AL 35203

Brett Miller

MORRISON & FOERSTER LLP
250 West 55th Street

New York, NY 10019-9601

John R. Mooney

Mooney, Green, Saindon, Murphy & Welch
1920 L Street NW Suite 400

Washington, DC 20036

Morrison & Foerster LLP
250 West 55th Street
New York, NY 10019-9601

Nelson Brothers LLC

Attn: Jason K. Baker

820 Shades Creek Pkwy Ste 2000
Birmingham, AL 35209

11
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James A. Newton

MORRISON & FOERSTER LLP
250 West 55th Street

New York, NY 10019-9601

James D. O'Donnell

Blackburn & Company, LC
5150 Belfort Road Building 500
Jacksonville, FL 32256

Ogletree, Deakins, Nash, Smoak & Stewart, P.C.
Address Unknown

PJT Partners LP
280 Park Avenue
New York, NY 10017

Paul, Weiss, Rifkind, Wharton & Garrison LLP
1285 Avenue of the Americas
New York, NY 10019-6064

Pension Benefit Guaranty Corporation
Attn: Michael Strollo

1200 K St. NW

Washington, DC 20005

Franklin Perdue
3105 29th Ave N
Birmingham, AL 35207

Stephen B. Porterfield
2311 Highland Avenue South
Birmingham, AL 35205

Sam H. Poteet

Manier & Hood

One Nashville Place

150 Fourth Ave N Ste 2200
Nashville, TN 37219

RSM US LLP

Angela Coker

216 Summit Blvd Ste 300
Birmingham, AL 35243

12
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Landon S. Raiford
Jenner & Block LLP

353 North Clark Street
Chicago, IL 60654-3456

Erica J. Richards

MORRISON & FOERSTER LLP
250 West 55th Street

New York, NY 10019-9601

Richard M Seltzer

Cohen, Weiss & Simon LLP
330 West 42nd Street

New York, NY 10036

Stephen J. Shimshak

Paul, Weiss, Rifkind, Wharton & Garrison
1285 Avenue of the Americas

New York, NY 10019-6064

Lauren Shumejda

Paul, Weiss, Rifkind, Wharton & Garrison
1285 Avenue of the Americas

New York, NY 10019-6064

Andrew I. Silfen
Arent Fox PLLC

1675 Broadway

New York, NY 10019

Charles B. Sklarsky
Jenner & Block LLP

353 North Clark Street
Chicago, IL 60654-3456

Joseph Smolinsky

Weil Gotshal & Manges LLP
767 Fifth Avenue, 27th Floor
New York, NY 10153

Mark R. Sommerstein

Ropes & Gray LLP

1211 Avenue of the Americas
New York, NY 10035-8704

13
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Don M. Stichter

Stichter, Riedel, Blain & Postler, P.A.
110 East Madison Street, Suite 200
Tampa, FL 33602

Scott A. Stichter

Stichter, Riedel, Blain & Postler, P.A.
110 East Madison Street, Suite 200
Tampa, FL 33602-4700

TN Dept of Revenue

c/o TN Atty General, Bankruptcy Div
PO Box 20207

Nashville, TN 37202-0207

Eric J. Taube

Taube Summers Harrison Taylor Meinzer Br
100 Congress Avenue Suite 1800

Austin, TX 78701

S. Jason Teele
Lowenstein Sandler LLP
65 Livingston Avenue
Roseland, NJ 07068

JC Tofteloffice

Birmingham Chapter 7 Trustee
450-A Century Park South
Suite 206-A

Birmingham, AL 35226

UMB Bank National Association
Attn: Mark Flannagan

1010 Grand Blvd.

Kansas City, MO 64106

Union Security Insurance Company
a/k/a Assurant Employee Benefits
Address Unknown

United Steelworkers

Attn: David R. Jury

60 Boulevard of the Allies, Room 807
Pittsburgh, PA 15222

14
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Barbara Warren
116 Daventry Dr
Calera, AL 35040

Jeffrey Brian Watts
P O Box 505
Resaca, GA 30735

Rachel L Webber

ROSEN HARWOOD, PA

2200 Jack Warner Parkway, Suite 200
Post Office Box 2727

Tuscaloosa, AL 35403-2727

P. Sabin Willett

Morgan, Lewis & Bockius LLP
One Federal Street

Boston, MA 02110-1726

Scott C. Williams

Manier & Hood

One Nashville Place

150 Fourth Ave N Ste 2200
Nashville, TN 37219

Wilmington Trust, National Association
Corporate Capital Markets

50 South Sixth Street Ste 1290
Minneapolis, MN 55402

Bryan P. Winter

Winder McFarland

205 McFarland Circle North
Tuscaloosa, AL 35406

Dan Youngblut

Paul, Weiss, Rifkind, Wharton & Garrison
1285 Avenue of the Americas

New York, NY 10019-6064

15
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ALABAMA

SOUTHERN DIVISION
IN RE: ) Chapter 7
)
NEW WEI INC., ET AL., ) Case No. 15-02741-TOM7
)
Debtors. ) Jointly Administered
EXHIBIT LIST FOR

UNITED STATES OF AMERICA’S MOTION TO (1) STAY THE

CHAPTER 7 TRUSTEE’S MOTION FOR APPROVAL OF PROPOSED SETTLEMENT
(DOC. 3145) FOR NINETY (90) DAYS, OR (2) ENFORCE SETTLMENT,

Exhibit “1”

Exhibit “2”

Exhibit “3”

Exhibit “4”

Exhibit “5”

Exhibit “6”

Exhibit “7”

Exhibit “8”

Exhibit “9”

Exhibit “10” -

ENTER JUDGMENT AND LIFT STAY

Order on Parties’ Joint Stipulation entered by the Florida Court on March
24, 1995, including the Joint Stipulation Between Debtors and United States
Regarding the Objection of the United States to Confirmation of the
Consensual Plan filed with the Florida Court on March 22, 1995

Letter from Stephen D. Gardner, Esq. to Robert L. Welsh, Esq. dated
December 17, 2013

Declaration of Richard Bowles dated June 23, 2015

Letter from Ann Reid, Esq. to Stephen D. Gardner, Esq. dated June 8§, 2015,
including Stipulation for Entry of Judgment on Plaintiffs’ Complaint for
Determination of Tax Liability, and for Determination of the Validity,

Extent and Priority of Liens and a Proposed Judgment

IRS’s Proof of Claim filed against Walter Energy, Inc., et al. on
January 11, 2016 (Claim No. 5037)

Delaware Secretary of State’s Records for New WEI, Inc.

IRS Statutory Notice of Deficiency sent to Walter Energy, Inc. on
December 12, 2016

IRS Transcript for the tax year ended May 31, 1997
IRS Form 4549-A, “Income Tax Discrepancy Adjustments,” for 2007

IRS Transcript for 2009

Case 15-02741-TOM7 Doc 3166-1 Filed 11/08/17 Entered 11/08/17 21:22:23 Desc
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Exhibit “11” - IRS Transcript for 2010

Exhibit “12” - IRS Transcript for 2011
Exhibit “13” - IRS Transcript for 2012
Exhibit “14” - IRS Transcript for 2014
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EXHIBIT “1”

Case 15-02741-TOM7 Doc 3166-2 Filed 11/08/17 Entered 11/08/17 21:22:23 Desc
Exhibits 1 - 14 Page 1 of 99



Case 8:91-ap-00313-KRM Doc 439-1 Filed 06/24/15 Page 1 of 10

UNITED STATES BANKRUPTCY COURT
MIDDLE DISTRICT OF FLORIDA
TAMPA DIVISION

IN RE:
HILLSBOROUGH HOLDINGS CORPORATION, CASE NOS. 89-5715-8P1
ET AL., through 89-9746-8P1

and No. 50-11937-SP1

Debtors,

On March 1, 1995, this cause came on for hearing on
confirmation of the Consensual Plan of Reorganization and on the
Objection to Confirmation filed by the United States. Debtors and
the United States advised the Court that the parties entered into
a Joint Stipulation between Debtors and United States Regarding the
Objection of the United States to Confirmation of the Consensual
Plan ("Joint Stipulation®), which provides that all agreements and
provisions contained in the Joint Stipulation shall be incorporated
by reference into the Court’s Order confirming the Coneensual Plan
and that the Joint Stipulation shall control to the extent that the
Stipulation and the Consensual Plan are in copflict. The Court
having heard argument of counssl and otherwise being fully advised
in the premises, it is hereby

ORDERED AND ADJUDGED

1. That the Joint Stipulation be and the same is hereby

approved.

J

: GOVERNMENT
EXHIBIT

/

PENGAD-Bayonne, N
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Case 8:91-ap-00313-KRM Doc 439-1 Filed 06/24/15 Page 2 of 10

2. That, Pursuant to Section 105 of the Bankruptcy Code, the
pre-confirmation tax claims of the Internal Revenue Service will
maintain their priority status until the Debtors’ federal tax
obligations for all pre-confirmation tax years have been satisfied
in full; and '

3. That the pre-confirmation tax claima of the Internal
Revenue Service will maintain their priority status in any
subsequent case, including, but not limited te, a subsequent
bankruptcy case.

4. That all agreements and provisions contained in the Joint
Stipulation between the Debtors and the United States Regarding the
Objection of the United States to Confirmation of the Consensual
Plan, attached hereto and incorporated herein, are incorporated as
a part of this Order and to the extent that the Consensual Plan, as
confirmed, and the Joint Stipulation conflict, the provisions of
the Joint Stipulation control.

DONE AND ORDERED in Tampa, Florida on this AH_ day of

MNacen , 1995.

- P
.,',R_.- ./{’-1’“_—1_’! ”-"_.“/t—"t‘

ALEXANDER L. PASKAY
Chief Bankruptcy Judge
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Copies to:

James D, O‘Donnell, Eesquire
1548 Osceola Street
Jacksonv}lle. FL 32204

Don M. Stichter, Esquire

Stichter, Riedel, Blain & Prosser, P.A.
100 East Madigon Street, Suita 300
Tampa, FL 33602

Robert L. Welsh, Esquire
Scott J. Crosby, Eeguire
Trial Attorneyas, Tax Division
U.S. Department of Juastice
Ben Frapklin Station

Poat Office Box 14158
Washington, D.C. 20044

Andrew A. Kress, Esquire

Kaye, Scholer, Fierman,
Hays & Handler

425 Park Avenue

New York, NY 10022

U.S. Trustee
4921 Memorial Highway, Suite 300 :
Tampa, FL 33634

Core Service Group

c:\wp\walterco\order,306
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FILED
UNITED STATES BANKRUPTCY COURT MAR 2 2 1995
MIDDLE DISTRICT OF FLORIDA
TAMPA DIVISION
ALERK, US, BANKRUPT(
COURT, TAMPALP

IN RE: )
HILLSBORQUGH HOLDINGS CORPORATION, CASE NOS. 89-9715-8P1
ET AL., through 83-9746-8P1

and No. 90-11997-9p1

Debtors,

OF THE UNITED GTATED
IO CONFIRMATION OF THE CONSENSUAL PLAN

Come now the Debtors and the United States of America and
stipulate and agree as follows:

1. The discharge and injunction provisions of Sectiens 1141
and 524 of the Bankruptcy Code and of the Consensual Plan dated
December 9, 1994, or of the Plan as finally approved by the
Bankruptcy Court (hereinafter the "Consensual Plan"), do not
prohibit or in any manner affect the continuing litigation of the
Debtors/Plaintiffs’ tax liabilities in the Adversary Proceeding No.
91-313, including all tax years ending on or prior to May 31, 1994
and up through the effective date of the Plan, and do not affect
the ongoing audit by the Internal Revenue SJexrvice of the Debtors’
tax returns for fimcal year ending May 31, 1992 and for all years

subsequent.
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2. The discharge and injunction proviaions of Sections 1141
and 524 of the Bankruptcy Code and the Consensual Plan do not
prohibit or affect in any manner the ability of the United States
to collect post-cont_irmation' those liabilities determined by £inal
order of the Court or by agreement of the partias of the Debtors’
priority tax liabilities, their administrative tax expenses for
which a claim has been filed, or tax liabilities for fiscal year
ending May 31, 1992 and for years subsequent,

3. The audit by the Intermal Revenue Service of the tax
years for which a proof of claim for all pre-petition tax
liabilities, interest., and penalties or a claim for administrative
expense has besen filed in this bankruptcy case shall be deemed
complete as of the Effactive Date of the Confirmation of the
Consensual Plan and no further amendments to such claime shall be
filed except upon the grounds set forth in Section 6501(c) of tha
Internal Revenue Code which includes the filing of a fraudulent
return and willful intent to evade tax. Nothing in this paragraph
shall be deemed to be interpreted as wailving any right of the
Internal Revenue Service to audit and to take any action allowed by
the Internal Revenue Code or by law with reapect to any amended
return which the Debtors may file. Further, the Debtoxs agree that
the United Startea may file post-confirmation an amended claim for
administrative expenses for any year which ended prior to

confirmation other than years ending May 31, 1950 or May 31, 19%1.

Case 15-00127-TOM Doc 136-1 Filed 11/03/15 Entered 11/03/15 08:56:59 Desc
Case 15-02741-TOM7 Doc 3166xhibited paf8BELFT 1dcntered 11/08/17 21:22:23 Desc
Exhibits 1 - 14 Page 6 of 99



Case 8:91-ap-00313-KRM Doc 439-1 Filed 06/24/15 Page 6 of 10

4. The Debtors consent that the taxes, interest, and
penalties for which proof of claime and claima for administrative
expenses have, been filed by the United States in this bankruptcy
case may be asseaaeg regardless of the proviasiona of Section 6213
of the Internal Revenue Code, but it is agreed that no liens will
be filed by the Internal Revenue Service unless Debtors f£fail to
pay, in accordance with the provisions of this Stipulation and the
Consensual FPlan, the amount of tax, penalties, and interest, if
any, determined by final oxrder of the Court or by agreement of tha
parties to be due and owing. However, in coneideration of the
United States agreeing to withdraw its objection to confirmation of
the Conpsensual Plan, the tax claims of the Internal Revenue Service
will maintain their priority status purasuant to an order of the
Court under § 105 of the Bankruptcy Code until the Debtors’ Federal
tax obligations for all preconfirmation tax years have been
satiafied in £full. The Court order, pursuant to § 105, will
explicitly provide that the claims of the United States will
maintain their priority status in any aeubsequent proceeding,
including, but not limited to, a subseguent bankruptcy proceeding.

5. The full amount of the United States’ allowed priority
tax claim, which will be determined by either final order of the
court or by the agreement of the parties, shall be paid within gix
{6) years from the date of assessment in twenty-four (24) egual
quarterly installmente (subject to the provisions of Paragraph 6,
below) with interest from the date of confirmation at a rate of 11

percent compounded quartexrly.
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6. If during the six (6) year pericd provided for the
payment of the priority tax claims under Section 1129 of the
Bankruptcy Coda and the confirmed Plan, the allowed amount of such
priority tax claims is determined by either final orxder or by
agreement of ‘the paxties, that porxrtion of the allowed amount,
including principal and intereat which would have been due by such
time, is immediately due and owing with the remaining portion of
the allowed priorxity tax liability to be amortized and paid over
such portion of the six (6) years as remain.

7. The full amount of the allewed claim for administrative
expenses of the United States, including interest at the rate
deacribed in paragraph 8, below, sghall be paid as smoon as such
aliowed amount is determined by either f£inal order of the Court or
by agreement of the parties.

8. Intereat on the allowad amount of the c¢laim for
administrative expenses shall be paid at the floating rate provided
in Section 6621 of the Intermal Revenue Code for any period for
which interest ia due pre- and post-confirmation computed from the
due date of such tax return until payment in full of the allowed
amount of the claims for administrative expenses.

a. If the allowed amount of the priority tax claima and the
claima for administrative expeanses ara not determined within six
(6) years from tha date of assesament, the Consensual Plan does not
discharge any of the unpaid or undetermined priority or
administrative tax claims, Should the allowed amount of auch

claima be datermined beyond six (6) years from the date of

4
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assessment, the allowed amount of such liabilities will be paid at
such time as the allowed amount of the claims are determined.

10. A cash payment to the Internal Revenue Service in lieu of
the reserve fund as detailed in Sections 4.11, 4.12, and 4.13 of
the Consensual Plan shall be made in the amount of Two and One-~Half
Million Dollars (§2,500,000) as an advance payment tc be applied
toward the allowed amount of tha priority and administrative tax
claims, once determined either by Final Order or by agreement of
the parties, which are currently in dispute. The cash payment
shall be made directly to the Internal Revenue Service. The amount
of the cash payment in no way affects nor impliea what may be tha
allowed amount of the Debtors’ taxes for all years in dispute and
in audit. Debtors neither admit nor intend any admission that they
are indebted to the Internal Revenue Service for any amount. Any
excess payment hy reason of the advance payment shall be released
immediately to thea Debtors with no right of offset or requirement
that a formal claim be filed by the Dehtors.

11. The parties agree and understand that, puxrsuant to
Article IX, Section 9.1 of the Consensual Plan, the Bankruptcy
Court will retain jurisdiction to determine the validity and amount
of all pending tax claims and Adversary Proceeding No. 91-313,

12. As a condition of this Joint Stipulation the United
States agrees to withdraw its objections to confirmation of the
Consensual Plan. The parties hereto further agree that all
agreements and provisions contained herein shall be adopted and

incorporated by reference and become a part of the Court’s Order

5
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Confirming the Consensual Plan. To the extent that the Consensual
Plan as finally confirmed and thie Stipulation are in conflict,

then the terms of the Stipulation shall control.

COUNSEL FOR PLAINTIFFS/DEBTORS
JAMES D. O'DONNELL & ASSOCIATES

1648 Oscecla Streat
Jackaonville, FL 32204
{904) 387-4963

STICHTER, RIEDEL, BLAIN &
PROSSER, P.A.

o B it

DON M. STICHTER, ESQUIRE
Florida Bar No. 078280

100 Madisen Street, Suite 300
Tampa, FL 33802

{813) 229-0144
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COUNGBL FOR DEFENDANT/UNITED
8TATES

CHARLES R. WILSON, ESQUIRE
United States Attorney

By:_
OBERT L. + ES RE
Trial Attorney, Tax Diviseion
0.8. Department of Juatice
Poat Office Box 14198

Ben Franklin Station
Washington, D.C., 20044
{202) 514-6068

By: 2 . = ANy, ﬁf p;ﬁ?*f
8COTT J. CROSBY, ESQUI

Trial Attorney, Tax Division
U.S. Department of Justice
Pogt Office Box 14198

Ben Franklin Station
Washington, D.C, 20044
{202) S14-S681

¢:\wp\waltarco\jtetip2.227
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Cooley

Stephen D. Gardner VIA EMAIL ROBERT.L WELSH®USDOJLGOV
T:+1212479 6130 AND FIRST-CLASS MAIL

sgardner@coocley.com

December 17, 2013

Robert L. Welsh, Esq.
Trial Attorney, Tax Division
U.S. Department of Justice
P.O. Box 14198

Ben Franklin Station
Washington, DC 20044

RE: Walter Industries, Inc. v. United States
Settlement Offer

Dear Mr. Weish:

This letter contains the offer by the Taxpayer {o resolve all pending issues for the tax years
beginning with the August 31, 1983 tax year and ending with the May 31, 1995 tax year, the last
tax year pending before the Bankruptcy Court. The Taxpayer's offer was originally contained in
a letter dated October 19, 2011, and was modified in letters dated July 17, 2012, and January 8,
2013. This letter is not intended to change any of the terms of the offer as set forth in the prior
three letters, but merely to state all of the terms of the offer in a single letter.

By this letter, the Taxpayer is confirming its formal offer to the Department of Justice to settle all
issues pending in the above case. We respectfully request that it be formally considered by the
Department of Justice and Commissioner of internal Revenue under the established procedures
of those agencies.

Our offer of settlement is as follows:
1. Straight-line issue:

The Government would concede this issue for all taxable years pending before the
Bankruptcy Court, except for those situations where the aggregate amount of interest and
principal payable under the contract exceed $250,000. The Taxpayer would concede this issue
for such situations, if they exist.

2. Discount issue:

The Taxpayer would concede 75% of this issue and the Government would concede
25% of this issue for ali taxable years pending before the Bankruptcy Court. With respect to the
method of reporting the discount attributable to the 25% which the Government is conceding,
that discount would be taken into income under a method that would approximate economic
accrual. It is possible that precise data does not exist to allow for an exact economic accrual,
and if that is the case, the parties will use their best effort to approximate economic accrya

< GOVERNMENT
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Robert L. Welsh, Esq.
December 17, 2013
Page Two

3. Certain expenses in connection with the LBO:
See discussion below after issue #5.

4, Professional fees incurred during the course of the bankruptcy
proceedings:

See discussion below after issue #5.
5. Deductibility of capitalized LBO costs:

The Taxpayer proposes to resolve Issue 3 (LBO Expenses), Issue 4 {Professional Fees
Incurred in Connection with the Bankrupicy), and lssue 5 (Deductibility of Capitalized LBO
Costs) as set out in the attached Appendices. Appendix A-1 relates to Issue 3 and reflects that
a total of $13,673,722 would be deductible when incurred with the remainder capitalized.
Appendices A-2 and A-3 relate to Issue 4 and reflects that a total of $1,180,155 would be
deductible when incurred with the remainder capitalized. Appendix A-4 relates to the treatment
of costs that are part of Issue 5; 100% of these costs would initially be capitalized, with half of
them subject to being deducted when various business segments are disposed of.

Appendix B-1 and B-2 contain the proposed allocation and timing of recovery for the
capitalized KKR transaction costs and bankruptcy reorganization costs.

6. Coal Royalties:

The Government would concede this issue on the understanding that the Taxpayer will
demonstrate that the amount of tax ultimately involved, if the Government were to successfully
obtain a reversal of the Bankruptcy Court decision in favor of the Taxpayer, is approximately
$1,500,000. This is attributable to the increased depletion allowance J. Walter Resources
would be entitled to, the fact that there was no difference between corporate ordinary and
capital gain rates and other computational factors.

See Appendix C for the calculation demonstrating that the amount of tax ultimately
invoived on this issue is $1,521,688.

7. DISC issue:

The Taxpayer would concede this issue.

1114 AVENUE OF THE AMERICAS, NEW YORK. NY 10036 T: (212} 477-6000 F: (212) 479-4275 WWW.COOLEY.COM
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Robert L. Welsh, Esq.
December 17, 2013
Page Three

Thank you for your consideration of this formal settlement offer, and we look forward to hearing
from you and meeting with you as soon as possible.

Very truly yours,

Sl Wbl

Stephen D. Gardner
SDG:ek

Enclosures

cc: Michael R, Hurley

James E. Connor
Kevin Brown

2094363 vi/NY
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Hillsborough Holdings Corporation
1ssues #25 and 29 in FYE ENDED 8-31-87
Issues ¥22, 23, 25, 26, 72 and 73 in FYE ENDED 5-31-88

Advisor Description

Tetal Inveice

Amount
Deductible

Amount
Capitalized

Rationale for Praposed Resolution

Shearson Lehman Bros |Advisory Fees for Special Commitles

8,102,697

5671888

2,430,808 | 70% Geductible, 30% capializable pursuant io ihe safe-

Wachiell, Lipien, Rosen |Legal for Special Commiltee
and Katz

6,000,000

4,200,000

1,800,000

harbor permitied in Rev. Proc. 2011-29 and (uther
explained in Large Business & Intemational (LBAI)
Directive 04-0511-012,

Of the capitalized amount, 50% will ba deducied upon
disposition of various business enterprises. The
remaining 50% will nol be deducted upon dispasition of
vanious business enfel

70% deductiblo, 30% capitafizable pursuant 1o the safe-
harbor permilled in Rev, Proc. 2011-28 and fuller
explained in Large Businass & Intemational (LBAI)
Directive 04-0511-012.

Of ihe capitafized amount, 50% will be deduclad upon
disposiion of various business enterprises. The
remaining 50% will nol be deducted wpon disposilion of
various business emerprises.

Goodhind Legal for class achon lawsuit

2,808,482

"Qrdinary” and "necessary” expenss incurred. Coel is
daductible under IRC section 162,

Simpson, Thacher & Legal for class aclion lawsuil
Bartleit

586,873

*Ordmnary” and "necessary” expense incurred. Costis
deductible under IRC section 162.

Simpson, Thacher & | 1-8.88 thns 5-31-88 legal - post
Bartleit closing

1,757

*Ordinary” and "necessary” expensa incurmed. Costis
daductible under IRC section 162,

fHolland and Knight Legal for ciass action lawsull Florida
issues - Walter

46,534

*Ordinary” and “necessary” expense incurred. Costis
deductible under IRC section 162, 3

[Shulte, Roin & Zabel  |Legal far Shearson

308,490

02,547

70% deductibla, 30% capitalirable pursuand lo the sale-
harbor permitied in Rev, Proc. 2011-29 and fulher
explained in Large Business & International (LBEI)
Direclive 04-0511-012.

Of the capitaized amaunl, 50 will be deducled upon
dispasition of various business enterprises. The
remaining 50% will nol be deducted upon dispasiion of
various business enlerpdses.

Shulte, Roth & Zabel Legal for Shearson

11,885

827

3,568

0% nmn:n_ﬂvﬂ. 30% capitalirable pursuant 1o the safe-
harbor permitied in Rev. Proc. 2011-20 and fulher
explained in Large Business & Inlemational (LBAI)
Directive 04-0511-012.

Of the capitalized amouni, 50% will be deducted upon
disposition of various business enlarprises, The

remalning 50% will not be deducted upon disposilion of

Latham & Walkins Legal for Hillsborough Holdings for
solvency opinion

Kekst & co Public retations

20,900

Richards, Layton

various business enterprises.

424,985 |Debt issuance cost amortized from 1888 to 1995,
"Oydinary” and "necessary” expense incumed. Coslis
deduclible under IRC section 162.

4,948 [in the inlemi of finalizing the issues al hand in A limely

Imanner, this costis being conceded 1o the Government

in tha currant settiament oifer.

Taylor & Ives Agvertising

101,628

1n 1he interel of fnalizing the issues al fand in a limety
manner, this cost is being conceded to the Government
in the curent sefllement offer.

Keck, Wahin _mao_.. Comm.

15,308

*Ordinary” and “necessary” expense incumed. Costis
deductibla under IRC seclion 182
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Hilisborough Holdings Corporation
Issues #25 and 2@ in FYE ENDED B-31-87

Issues #22, 23, 25, 26, 72 and 73 in FYE ENDED 5-31-88

Amount Amount
Advisor Description Totat Invoice Deductible Capitalized Rationale for Proposed Resolution
Special Commitiae Additional board fee 61,000 £3,700 27,300 |70% deduclible, 30% capitalizable pursuant to the safe.
harbor pesmitied in Rev. Proc. 2011-29 and fulher
explained in Large Business & Intemational (LB&I)
Directive 04-0511-012.
Of the capitalized I, 50% will bo deductad upon
disposiion of various business enterprises. The
remaining 50% will not ba deductad ypon disposition of
various business enlemprisas.
Toial 18,555,508 13,673,722 4,885,786
Amount Amount
Deduslible Capitalized
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xgh Holdings Corp

)
Professional Fees While In Bankrupley Issues # 78 B & 75
RE: Years Ended May 31, 1980.- 1

Amount Amount
ﬁ Advisor Description Total Invoice Deductible Capitalized Reazoning Current Authority
Emst & Young Plan of Reorganization: No plans 28,395 26,396 [in the inlerest of Mnalizng Lhe issues al Rand
Jores Day proposed, submitted or approved in a timely manner, this cost is being
Arthur Anderson during 5-31-80 and 5-31-81 conceded to the Govemment in the curent
Stmock & Stroock setiemett oifer.
Slichler 8 Reidel
Kaye Scholer .
Emst & Yourg MuTor Liguidation: Requred o 288,238 288,228 i the intecest of Gnafizing the issues at hand
Jones Day plete Lhe bgudation under IRC in a wnely manner, Lhis cost is being
Anhur Anderson sec. 332 which had been conceded to the Gevemment in the current
Slroock & Stroock commenced prios to fikng of sattlement offer.
Stichter & Reidel Peliions n
Price V 158 B
Kaye Scholar
Simpson Thacher
Bradely & Arant
Stoock & Stroock Leiter of Credd Agreement; Has a 2,168 2.158 |in the interest of mafzng the issues at hand
one (1) year lesm in a timaly manner, Lhis cost is being
d to ha G ! in the current
— setement oflet.
Emst & Young MuiState Homes Crecd Facidy 124,149 124,149 |In ihe interest of finalizing Ihe issues at hand
Jones Day {Accoming lo Wikam H. Weldon, in a tmely manner, this cost is being
Anhur Anderson {1his financing was sbandoned aftey, dto the G i in the cument
Siroock & Stroock Courl Jailed 1o approve |sattlement offer
Bear Steams Valation Reposl: Accarding to 150,000 150,900 Woutd have been decucted outside of Rev. Rul. 77-204; Treas, Reg. Sec.
Wiliam H. Weloon, this repon was banknuptcy, and thus shouid be aliowed 10 be |1.253(a)-5{c){4); Treas. Reg. Sec.
abandoned and never used jdeducied in banknaptcy contaxt. Coust 1.263(a}-5({1) Example (18)
Imiszppiied "but for” test.
Emst & Young Rewview: Re: Analyzing markets 11,485 11,488 |in the interest of finalizing the issuss ol hand
and competibon in a limety manner, this cosl is being
ded lo the Gov l in the cument
selllement offer
[Emst & Young Review, Re: annual busness 25143 25,143 | In the Interest of finalizing the issues al hand
plans, R debi struciure i & timely manner, this cost i5 baing
ded to the Gov i in the cument
sattigment offer.
[Emsi & Young Rewew: Re: sale of assels, Re: 5040 5,040 [In the ikerest of finalizing the isgues at hand
analysis of credilors’ nighls. Re: in & limely manner, this cost is being
Hinancial analysis conceded to the Government in the current
setliement offer.
Jonas Day |Review: Re: asbestos Etgation, B9.148 99,148 Would have been deducled oulside of Rev. Rl 77-204; T7eas, Reg. Sec.
product Gabilty bankruplty, asd thus shoukd be aliowed Lo be |1.263(a)-5(c)4); Treas. Reg. Sec.
deducted in bankuptey context. Couwrt 1.263(a)-5{1) Example {18}
miszpoled “hut for test
Arthur Anderson [Review of LBO: Re: analyze dedbl 12,560 12,560 {In the mterest of finalizing the ssues ail hand
structure in a timely manner, this cosl i3 being
ded to the G 1 in the curent
settlemeni offer.
Arhur Andarson [Review. Re- subsiciary sales 4,914 4,914 {in he inleras] of fnalzng the issues al hand
In a timaly manner, (his cost ks being
ded lo the G ¥ he cunrent
settiement offer,
Arthur Anderson Rewew Re: asbesios [igaton, 14646 14 646 Wordd have been deducted outside of Rev. Rul. 77-204; Treas. Reg. Sec.
product abity bankrupicy, and thus should be atewed to be |1.263(a)-5{c){4); Treas. Rep. Sec.
dacucied in banknupicy contexd. Court 1.263{a}-5{1) Example {18}
_ Jmisapphed Tout for test,
Arihur Anderson Review, Re: asbestos kigation, 2,162 2,962 {Would have been deduciad outsida of Rev. Rul, 77-204; Treas. Reg. Sec.
product kabiity {baniruptty, and thus should be slowed lo be |1.263(a)-5(c)(4); Treas. Reg. Sec.
geducied in bankrupicy context. Cowl 1.263a)-5{1} Example (18)
Tis3) “butl foe” lest
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Hilsberough Holdings Canporation
Professional Fees Whike In Bankruptcy: 1ssues # 78 & # 76
RE. Years Ended May 31, 1950 - 91
Aamount Amount
Advisor Deseripticn Total Involce Deductible Capitalized Reasoning Current Authority
Arthur Anderson {Raview; Ra; MidStale Homes and 13,450 13,498 [in the interest of finalizing the issues at hand
existing debt re proposed financing in a Lmely manner, this costis being
conceted to the Govermnment in the curent
Stroock & Stroock IReviow of LBO: Re: analyza debt 13,638
i structure
_mms_ma.na offer
Siroocx & Stroock |Review of LBO; Re: debt 16,554 16,654 [In 1ha interest of fnalkzing he issues at hand
in & limely manner, this cost is being
concated 1o the Gavemment in the curent
| settiament offar,
Stroock & Stroock Misc, Matters: Vanous other 2,156 2,158 |In the interest of finalizing the issues at hand
maiters in a timely mannes, this cost s being
conceded to the Government in the cument
|setilement offer
TOTAL B13,996 265,956 548,040
Amount Amount
Deductible Capitalized
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Hillsbarough Heldings Corporation
Pmoiessional Faes While in Banknuptey: 1ssue #15
RE: Years Ended May 31, 1952-94

Amount Amount Current
Descripiion Tetal Invoi Deductibl Capitalized Reasaning Authority
Bankruploy Administration: 1,508,822 1,508,823 |In the interest of fingizing Lhe issues al hand in
Monitonng of areas related to a timely manner, this cost is being conceded lo
Bankmuplcy the Gaverniment in ihe cuent settlement offer,
AGministration process
Ceblor's Flan of Reorganization: 1,408,738 1,408,738 |in the interest of finalkzing the issues al hand in
Plan Developed by tha Debtors a timely manner, this cosl is being conceded to
never adopled. |the Government in the cument setliement offer.
| Shazkleiond Farmnor _ _
Strooek & S Cc %' Plan of Reorganiza! 1,017,208 1,017,208 [In the intarest of finalizing the lssues & hand in
Emsl & Young Eventually became iha a timaly manner, this cost is being concedud 1o
Arhur Anderson Consensual Plan the Gevemment in the current setiiemenl offer,
Jones Day
Stichter Riedel
Kaye Scholer
Stroock & Stoock Miscekaneous Plans: Raview of 219,528 218,528 |In the interest of finalzing Lhe ssues at hand in
Ernsl & Youry Plans filed by the secured a timely manner, Lhis cost I$ being concaded to
Anne Anderson credtors, such as the banks and the Govermmend in the cument settiement offer,
Jones Day the Seres B and C Senior
Stichter Riedet Noteholdars.
Kaye Scholer Thesa specific plans were never
acooled
Stroock & Stroock Consensual Plan 8,045 6,045 [In tha nterast of inalzing the issues at hand in
Emst & Young a limaly manner, this cost is being conceded o
Arthur Andarsen \he Govemsment in the cumment settiement offer.
Jones Day _
Stichter Riedel
J.P. Margan Valuatlon Worlk: Advised and 1,468,669 1,488,669 {In the interest of finalizing the issues at hand in
isted the official of a timely manner, this cosl is being conceded 1o
|Bondhokders by preparing a the Govemmeni in the cument sallement offer,
valuation of the Debtors o adampt
to show thal they werae insclvenL
Stroock & Slroock Veil Piercing Litigation; Monilosing 476,104 476,104 L._.znun expensaes would have been deductible in [Treas. Reg. § 1.263{a)-5{c}(4)
Emst & Young of Veil- piercing/asbestos Ltigation the non-bankr, selting, Lohrke {1967), and lhus
Arthur Andersen shoutd be deductble in bankr setting as wel:
Jones Day TA)nounts specificaly pad 1o ... condext ...
approval of the portion of a plan or
neofganzation under Chapter 11 thal resolves
1or Eabdities of lhe taxpayer do not fackitate &

o ion ... i the ts would have
bean treated as ordinary and necessary
business expenses under sechon 162 had the
bankruplcy proceedng nol been instuted ™

Stroock & Siroock Claims Disputes: Morutoring of 438,095 438,095 Given thal these expenses would have been [IRC Section 162
Emst & Young Various claims/itigation which lhe incurred whether or not there had been a banks,
Arihur Andarson Debiors wouk] have encountered fiEng, it's hand o sea how thase would not be
Jones Day regardless of the bankruptcy filing | deducibia — even using the Court's Dut jor
lesi.
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Amount Amcunt Current
Advikor Description Tolal _._qumnlu. Deductible Capitalized Reasoning Authority
Stroock & Slroeck Mrd-State Trust it Financing 105,259 705,255 [In the mierest of fnakong lhe ssues at hand §t
Emst & Young Representing the credilors a timaly manner, this cosl is being concadad to
Arthur Anderson jconceming CMO o raise money 1o the Govemement in the cunment settement offer.
Jones Day contnue to finance the homes
operation
S & 5t K Bark Settiemen! Agreement: 567,273 567 273 |In the interest of finakzing the issues at hand in
Emsi & Young Defense of creddor commiliees’ a timely mannar, this cost s being concaded to
Arthur Anderson interests in banknptcy lhe Govamement in the curent settiemant ofter,
Jones Day - |stigation relating to the bank
Stichter Riego! setlkement agreement, No
Kaye Schaoler i was ever entered info.
Slroock & Stroock Gale of Assets: Monitcong of sales 1,289 _..._.m In the interast of fnalizing the lssues at hand in
Emsl & Young of assels by the Deblars. a limaly manner, this cost is being concaded to
Anhur Anderson {the Government in the ctiTenl satement offer,
| Jones Bay
Siroock & Stoock Wedio Transaction: Monitonng of 1,525 1,525 |in the inlerast of inakzing Lhe issues at hand in
[Ems1 & Young an exchange of prefered stock for a limaly manner, this cost is being conceded to
Arthur And! Stock; uiti by Wit the Govemment in the cumenl settiement offer.
Jones Day oif as worthless i 19087
Stroock & Stroock Value Sharing um...uua 250,334 [in the Inferest of finalizing Ina issues at hand in
Emst & Young Plan: An offer of securities o a fimely manner, this cost is being concaded to
Artwe Anderson benefil the unsecured the Gavemmenl in tha cument seliiement offer.
Jones Day boncholders. NO terms were aver
Stichiar Redel agraed upon and RO secuties
Kaye Scholer were ever issued.
Stroock & Siroock. Loauum.a. Course of Busness: 178,785 178,795 [in the inferest of finakzng the issues at hand i
Emst & Young Monitonng of regular day to day a timety manner, this cost is being concaded Io
Asthur Anderson acinities relating ta Lhe Debtors’ the Government n the current settement olfar.
Jones Day ! P N8
Stichter Riedel
Kaye Scholer
Shichier Riedet Trade Post Petition Agraement: 7.048 7.048 |in ha interast of finalzing tha 3sues at hand n
Kaye Scholer Discussions with Trada Commitee a tinsely manner, this cost is being conceded ko
e receiving post-petilion interest the Govemment in the cument seltiemant offer.
o their clain. No agreement
TOTAL 7,684,843 514,189 6,770,644
Amount Amount
Deductible Capitalized
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Hillsborough Holdings Corporation

Issues #78 & 79
Amount not deducted when
Amount deducted upon disposition  incurred or upon disposition of
Advisor Description Total Invoice of various business enterprises various husiness enterprises
Deloitte, Haskins Professional sesvices relating to formation and 869,270 444 635 444 635
structuring of Hillsborough related to transaction
Deloitte, Haskins Professional services relating {o formaltion and 485,056 242,528 242,528
structuring of Hillsborough related to transaction
._M.I_m._“." Invesiment banking activities 16,625 8,313 8,313
KKR _ Investment banking activities 5,658,988 2,829,494 2,829,494
Simpson, ._.n.umnzm_. _.mmm__ Services 2,209,107 1,104,554 1,104,554
Corporate Printing Co.  {Vanous prinling and binding 44,144 22,072 22,072
Corporate Printing Co. _|Vanous printing and binding 291,221 145,611 145,611
Foley & Larden Fiorida law aspects of LBO 291,690 145,845 145,845
Georgeson & Co Services rendered as information agent for the 77,130 38,565 38,565
offer to purchase shares ||
Simpson, Thacher Legal services 137,424 58,712 68,712
Simpson, Thacher Legal services 332,135 166,068 166,068
|SEC Regisiration fees 393,941 196,971 196,971
TOTAL 10,826,731 5,413,366 5,413,366
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Walter Energy
Alfocation of Capitalized Costs by Business Segment

Allocation of Al

Low Valuation from High Valeation frem Maan Valuation frem . Capitalized Costs

Shearson report dated  Shearson report dated Shearson Report daled Percentage of  Allocation of Success Based  Percentage of Allocation of {s Basad, Other

Dperating Units BMOBT (in millions) 810447 (in millions) BHOBT {in millions) Total Valuation and Cther LBO Costs Total Valuation _Bankruplcy Cosis L8O, and Bankrupley)
Jim Waller Homes & Financing 1.44 1,582 1,512 51.08% 8,025,554 58.16% 4256547 12,282,501
Buildng Products 175 200 188 6.34% 996,974 | L Lo A A T et ] 596,174
Industrial Products 175 200 158 634% 996,174 1.21% 521,677 1.523.851
Water & Wastewater 500 550 525 17.74% 2,787,401 20.20% 1,478,374 4,265,775
Natural Resources 350 400 375 1267% 1.990.776 14.43% 1.056.086 3,045,862
Paper B 100 90 3104% 477,661 FEGEE L 477,661
Jewetry 75 90 83 279% 438379 ¢ FprEe e 4 438,379
Total 2,796 3,122 2,859 100.00% 15,712,518 100.00% 7.318,684 23,031,202
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Walter Energy, Inc.
Coal Royalty Issue
For the Tax Years 1985 through 1994

1985 1986 1987 1988 1989 1990 1991-1994 Total
Coal Royalty Ordinary Income 18,706,600 13,020,741 12,884,744 10,932,554 13,217 817 6,385,951 - 75,157,247
Less: Percentage Deplelion {1.246,302} {1,200,000) {1,259,126) {2,470.687) (2,404,517} {1,811.317) = (10,351,845}
Net Coal Royalty Ordinary Iricome 17,460,288 11,829,741 11,625,618 8,461,907 10,813,100 4,574,634 - 54,765,298 :
Maximum Marginal Ordinary Income Rate 46% 46% 44% 34% 3% 34% A% E AT
Tax on Coal Royalty income 8,031,737 5,441,681 5,110,819 2,877,048 3,676,454 A.mmm..m...m - 26,693,115
Coal Royalty Capital Gain 18,706,600 13,029,741 12,884,744 10,932,554 13,217,617 6,285,951 - : ....m.,.._mq_nﬁ
Maximum Marginal Capital Gain Rate 28% 28% 34% 34% 4% 34% 34T e
Capital Gains Tax on Coal Royalty [ncome 5,237,848 3,648,327 4,380,813 3,717,082 4,453,990 247,223 - 23,649,284
Tax Diffzrential {Ordinary - Capital Gain) 2,793,889 1,793,353 730,008 (840,034) {817,536} {615,848} - 3,043,832
Attribute Adjustments:
Add-On Minimum Tax (1,517,079 . g - g {35,226} 84,31 (1,468,994)
Subpan 3 Credits 2 5 S - (48,091) 5 S (48,091)
Environtmental Tax Credit Adjustments - - - - {2,885) {2,174} - {5,059}
Total Tax impact 1,276,810 1,793,353 730,006 {840,034) (868,512} (654,248) 84,311 1,521,688

Case 8:91-ap-00313-KRM Doc 439-3 Filed 06/24/15 Page 14 of 14
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IN THE UNITED STATES BANKRUPTCY COURT FOR THE
MIDDLE DISTRICT OF FLORIDA

TAMPA DIVISION
IN RE: )
) CASE NOS. 89-9715-8P1
HILLSBOROUGH HOLDINGS ) through 89-9746-8P1
CORPORATION, ET AL., ) and NO. 90-11997-9P1
)
Debtors. )
)
)
HILLSBOROUGH HOLDINGS )
CORPORATION, ET AL., )
)
Plaintiffs, )
)
V. ) ADVERSARY NOQO. 91-313
)
UNITED STATES OF AMERICA, )
)
Defendant. )

DECLARATION OF RICHARD BOWLES

1, Richard Bowles, hereby declare pursuant to Title 28, United States Code, Section 1746, as
follows:

1. Iam employed by the United States Department of Justice as a trial attorney. 1am
assigned to the Office of Review within the Department’s Tax Division. The Office of
Review independently considers settlement offers in large, complex civil tax cases in
order to advise high-ranking Department officials as to appropriate action on these offers.

2

I was assigned to review the offer submitted by plaintiffs in the above-captioned case,

3. The government received a letter from plaintiffs’ counsel dated December 17, 2013,
confirming the terms of their settlement offer. A copy of that letter is attached to this
declaration as Exhibit A.

4. Plaintiffs’ settlement offer was accepted on behalf of the Attorney General by letter dated
June 8, 2015. Enclosed with that letter were a stipulation for entry of judgment and a
proposed judgment for plaintiffs’ counsel to execute. A copy of that letter with its
enclosures is attached to this declaration as Exhibit B.

< GOVERNMENT
i EXHIBIT
3

12833752.1
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5. During my review of the plaintiffs’ offer, I communicated frequently with representatives
of PricewaterhouseCoopers (PwC), the accounting firm retained to assist counsel for
plaintiffs in this matter.

6. On September 10, 2014, 1 provided to PwC tax computations that reflected my
understanding of plaintiffs’ offer. PwC reviewed those computations, and during
discussions I had with PwC, PwC requested that three items be changed. I provided PwC
revised tax computations on November 21, 2014, reflecting those changes.

7. On December 9, 2014, I provided PwC interest computations. Those interest
computations were based on the tax computations [ had provided on November 21, 2014.

8. After PwC’s review of the tax and interest computations | had provided them, PwC
disputed two more items. | discussed a proposed resolution of those two items with PwC.
By March 9, 2015, PwC stated that the proposed resolution of those two items which we
had discussed was acceptable. PwC also agreed not to raise additional objections to the
computations.

9. As aresult, my office prepared updated tax and interest computations reflecting the
resolution of the two items referenced in Paragraph 8. On March 17, 2015, I provided
these updated tax and interest computations to PwC. Before April 10, 2015, PwC
reviewed those computations and agreed that they accurately reflected our discussions.

10. Repeatedly, after April 10, 2015, and as recently as June 4, 2015, during my
conversations with PwC representatives, PwC confirmed that plaintiffs’ offer was still a
“live offer.”

11. The figures contained in the stipulation for entry of judgment and proposed judgment,
which are part of Exhibit B, came directly from the computations I provided to PwC on
March 17, 2015.

June 23, 2015

s // Richard Bowles
Richard Bowles

128337521
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U.S. Department of Justice

Tax Division

Please reply to:  Qffice of Review
P.O. Box 310
{202) 307-6500 Washington, D.C. 20044
CDC:DLE:AR:RHBowles
DJ 5-17M-10107
CMN 1991168138

June §, 2015
VIA USPS AND E-MAIL

Mr. Stephen D. Gardner
Cooley LLP

1114 Avenue of the Americas
New York, NY 10036

Re:  Hillshorough Holdings Corp. v. United States
Adversary Proceeding No. 91-313 (Bankr. M.D. Fla.)

Dear Mr. Gardner;

Your offer, as summarized in your letter dated December 17, 2013, has been accepted on
behalfl of the Attorney General.

We prefer that you make payment by an electronic funds transfer. Please contact the Tax
FLU at (202) 307-6567 within the next 5 business days to make arrangements.

Enclosed are an original and one copy each of a stipulation for entry of judgment and a
proposed judgment. Please sign the originals and return them to this office within 7 days of the
date of this letter for filing. We will request the clerk to forward to the parties a copy of the

3 GOVERNMENT
!: EXHIBIT

2_‘[__
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.2

judgment when it is entered. Upon receipt of the total amount due under this settlement, we will
file a satisfaction of judgment with the court.

Sincerely yours,

CAROLINE D. CIRAOLO
Acting Assistant Attorney General

ANN REID
Chief, Office of Review

Enclosures, as stated

cc: Kevin Brown, PricewaterhouseCoopers LLP (e-mail only)
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IN THE UNITED STATES BANKRUPTCY COURT FOR THE
MIDDLE DISTRICT OF FLORIDA

TAMPA DIVISION
IN RE: )
) CASE NOS. 89-9715-8P1
HILLSBOROUGH HOLDINGS ) through 89-9746-8P1
CORPORATION, ET AL., ) and NO. 90-11997-9P1
)
Debtors. )
= T e )
)
HILLSBOROUGH HOLDINGS )
CORPORATION, ET AL., )
)
Plaintiffs, )
)
v, ) ADVERSARY NO. 91-313
)
UNITED STATES OF AMERICA, )
)
Defendant. )

STIPULATION FOR ENTRY OF JUDGMENT ON PLAINTIFFS’
COMPLAINT FOR DETERMINATION OF TAX LIABILITY,
AND FOR DETERMINATION OF
THE VALIDITY, EXTENT, AND PRIORITY OF LIENS

Upon agreement of the parties, the debtors, now known as Walter Energy, Inc.,
and the defendant, United States of America, after litigation and by virtue of a settlement
of all matters in issue in this adversary proceeding, hereby stipulate to entry of judgment

as follows:

On December 27, 1989, Hillsborough Holdings Corporation (HHC) and its
affiliates filed Chapter 11 petitions in bankruptcy. In 1991, HHC commenced this

adversary proceeding to determine its federal tax liabilities relating to tax years starting

12543895 %

Case 15-00127-TOM Doc 136-4 Filed 11/03/15 Entered 11/03/15 08:56:59 Desc
Case 15-02741-TOM7 Doc 3166-2xhibited Paf8EL¢f 1Entered 11/08/17 21:22:23 Desc
Exhibits 1 - 14 Page 33 of 99



Case 8:91-ap-00313-KRM Doc 439-4 Filed 06/24/15 Page 4 of 11

with the tax year ended August 31, 1983. The debtor also seeks to reduce its tax liabilities
for the post-petition tax years ended May 31, 1993, and May 31, 1994, through the
carryback of a net operating loss generated in the post-petition tax year ended May 31,

1956.

Stipulations conceming issues presented in this adversary proceeding were
entered on September 27, 1994 [doc. no. 99], December 20, 1999 [doc. no. 250], April 9,

2003 [doc. no. 302), and April 19, 2004 [doc. no. 309].

This court entered numerous opinions and orders as the issues presented were
tried. See In re Hillsborough Holdings Corp., 432 B.R. 318 (Bankr. M.D. Fla. 2010); /n
re Hillsborough Holdings Corp., 295 B.R. 679 (Bankr. M.D. Fla. 2003); In re
Hillsborough Holdings Corp., 2000 WL 703330 (Bankr. M.D. Fla. Mar. 30, 2000); /i1 re
Hillsborough Holdings Corp., Unpublished Order (Nov. 3, 1999); /n re Hillsborough
Holdings Corp., 1999 WL 357921 (Bankr. M.D. Fla. Apr. 7, 1999); In re Hillsborough
Holdings Corp., Unpublished Opinion (Mar. 12, 1998); /n re Hillsborough Holdings
Corp., 229 B.R. 214 (Bankr. M.D. Fla. 1997); in re Hilisborough Holdings Corp., 179
B.R. 728 (Bankr. M.D. Fla. 1995); in re Hilisborough Holdings Corp., Unpublished
Order (Apr. 6, 1993); /n re Hillsborough Holdings Corp., 144 B.R. 920 (Bankr. M.D.
Fla. 1992). At the conclusion of litigation the parties were ordered to submit a proposed

money judgment [doc. no. 403].

On March 2, 19935, the debtor’s Chapter 11 plan of reorganization was confirmed

with an effective date of discharge of March 17, 1995 [doc. no. 17583]. The plan, as

125458959
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amended by the Order of March 24, 1995 [doc. no. 18158], provides that the tax
liabilities in this adversary proceeding will maintain their priority status in any
subsequent case, including, but not limited to, a subsequent bankruptcy case. The parties
have stipulated that amounts determined beyond six years from the date of assessment
will be paid at such time as the allowed amount of the claims is determined.
Accordingly, immediate payments of the amounts listed below is authorized and should

be ordered.

Pursuant to settlement, the parties stipulate that the debtor’s federal corporate
income tax liabilities, which include interest and other additions net of payments to date,
for the following tax periods are as follows, computed as of December 19, 2014 (further
statutory additions accrue in accordance with law and prior stipulations and orders

entered herein):

Tax Period Ended Liability as of December 19, 2014

8/31/1983 -0-

8/31/1984 $79,165,799.33
8/31/1985 $36,571,037.41
8/31/1986 $6,484,950.92
8/31/1987 $37,191,939.69
5/31/1988 -0-

5/31/1989 -0-

5/31/1990 -0-

125458959
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5/31/19%91 $6,994,989.85
5/31/1992 $4,044,984.66
5/31/1993 $11,655,887.45
5/31/1994 $361,847.44
5/31/1995 -0-

Pursuant to the parties’ stipulation, filed March 22, 1995, interest accrued from
the confirmation date of March 2, 1995, and continues to accrue at a rate of 11 percent
compounded quarterly on amounts due for the tax periods ended 8/31/1984, 8/31/1985,
8/31/1986, and 8/31/1987 until paid. Pursuant to the same stipulation, interest accrued
from the due date of each tax retum and continues to accrue at the floating rate provided
in Section 6621 of the Intemal Revenue Code (26 U.S.C.) on amounts due for the tax

periods ended 5/31/1991, 5/31/1992, 5/31/1993, and 5/31/1994 until paid.

The parties stipulate that judgment may be entered in favor of the United States
and against the debtor in the amounts and for the periods set forth herein. The parties
request that the court retain jurisdiction to enforce this settlement and judgment. Each

party is to bear its own fees and costs, including attorneys fees and expenses.

COUNSEL FOR UNITED STATES:

Robert L Welsh

United States Department of Justice
Post Office Box 14198

Ben Franklin Station

12345895 9
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Washington, DC 20044

(202) 514-6068

Fax : (202) 514-9868

Email: robert.|.welsh@usdoj.gov

COUNSEL FOR DEBTORS:

Don M. Stichter

Florida Bar No. 078280

Stichter, Riedel, Blain & Prosser
110 East Madison Street, Suite 200
Tampa, FL 33602

813-229-0144

Fax : 813-229-1811

Email: dstichter.ecfizisrbp.com

Stephen D. Gardner

Florida Bar No. 027712
Cooley Godward Kronish LLP
1114 Avenue of the Americas
New York, NY 10036
212-479-6130

Fax : 212-479-6275

Email: sgardner@cooley.com
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IN THE UNITED STATES BANKRUPTCY COURT FOR THE
MIDDLE DISTRICT OF FLORIDA

TAMPA DIVISION
IN RE: )
) CASE NOS. 89-9715-8P1
HILLSBOROUGH HOLDINGS ) through 89-9746-8P1
CORPORATION, ET AL., } and NO. 90-11997-9P1
)
Debtors. )
. )
)
HILLSBOROUGH HOLDINGS )
CORPORATION, ET AL., )
)
Plaintiffs, )
)
V. } ADVERSARY NO. 91-313
)
UNITED STATES OF AMERICA, )
)
Defendant. )

[PROPOSED]| JUDGMENT

Based on the stipulation entered between the parties to this adversary proceeding
and for good cause shown, the Stipulation For Entry Of Judgment On Plaintiffs’
Complaint For Determination Of Tax Liability, And For Determination Of The Validity,

Extent, And Priority Of Liens is APPROVED. Judgment is entered as follows:

The debtor’s federal corporate income tax liabilities, net of payments to date, for

the following tax periods are as follows, computed as of December 19, 2014:

12600378 3
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Tax Period Ended Liability as of December 19, 2014

8/31/1983
8/31/1984
8/31/1985
8/31/1986
8/31/1987
5/31/1988
5/31/1989
5/31/1990
5/31/1991
5/31/1992
5/31/1993
5/31/1994
573111995

-0-
$79,165,799.33
$36,571,037.41
$6,484,950.92

$37,191,939.69

$6,994,989.85
$4,044,984.66
$11,655,887.45
$361,847.44

-0-

Interest shall accrue from December 19, 2014, at a rate of 11 percent compounded

quarterly on amounts listed above as due for the tax periods ended 8/31/1984, 8/31/1985,

8/31/1986, and 8/31/1987 until fully paid.

Interest shall accrue from December 19, 2014, at the floating rate provided in

Section 6621 of the Intermal Revenue Code (26 U.S.C.) on amounts listed above as due

for the tax periods ended 5/31/1991, 5/31/1992, 5/31/1993, and 5/31/1994 until fully

paid.

126003733
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The tax liabilities in this adversary proceeding will maintain their priority status in
any subsequent case, including, but not limited to a subsequent bankruptcy case.
Payment of the amounts listed above is authorized and shall be made within 10 days of

the date of entry of this judgment.

The court retains jurisdiction to enforce this settlement and judgment. Each party

is to bear its own fees and costs, including attorneys fees and expenses.

DONE and ORDERED this

K.RODNEY MAY
UNITED STATES BANKRUPTCY JUDGE

Approved as to form and substance:

COUNSEL FOR UNITED STATES:

Robert L Welsh

United States Department of Justice
Post Office Box 14198

Ben Franklin Station

Washington, DC 20044

(202) 514-6068

Fax : (202) 514-9868

Email: robert.l.welsh@usdoj.gov
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COUNSEL FOR DEBTORS:

Don M. Stichter

Florida Bar No. 78280

Stichter, Riedel, Blain & Prosser
110 East Madison Street, Suite 200
Tampa, FL 33602

813-229-0144

Fax : 813-229-1811

Email: dstichter.eclz@srbp.com

Stephen D. Gardner

Florida Bar No. 027712
Cooley Godward Kronish LLP
1114 Avenue of the Americas
New York, NY 10036
212-479-6130

Fax : 212-479-6275

Email: sgardner@cooley.com
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Fill in this infermation to identify the case:

Dabtor 1

Dabtor 2
(Spousa, if filing)

WALTER ENERGY INC ET AL

United States Bankruptcy Court for the: NORTHERN

Case number 15-02741-TOM11

District of ALABAMA
T5iae)

Official Form 410
Proof of Claim

1215

Read the instructions before filling out this form. This form is for making a claim fer payment in a bankruptcy case. Do not use this form to
make a request for payment of an administrative expense. Make such a request accerding to 11 U.5.C. § 503,

Filers must leave out or redact information that is entitled to privacy an this form or on any attached documents. Attach redacted copies of any
documents that suppori the claim, such as promissory notes, purchase orders, invoices, itemized statements of running accounts, contracls, judgments,
mortgages, and securily agreements. Do not send original documents; they may be desiroyed after scanning. If the documents are not available,

explain in an atlachment.

A persan who fites a fraudulent claim could be fined up to $500,000, imprisoned for up to 5 years, or both. 18 U.S.C. §§ 152, 157, and 3571.

Fill in all the information about the claim as of the date the case was filed. That date is on the notice of bankruptey {Form 309) that you received.

Identify the Claim

1. Who is the current
craditor?

Departmeni of the Treasury - Inlernal Revenue Service
MNama of the currant creditor (the persen or entity to be paid for this claim)

Other names the creditor used with the deblor

2. Has this claim been
acquired from
someone else?

M No

[C] Yes. From whom?

3. Where should notices
and paymaents to the
creditor be sent?

Federal Rule of
Bankruptcy Procedure
{FRBP) 2002(g)

Where should notices to the creditor be sant? Where should payments to the creditor be sent? (il

differant)
Intarnal Revenue Service Intemal Revenus Service
Name Name
P.O. Box 7346 801 BROADWAY M/S MDP 146
Number Street Number Sireet
Philadelphia PA 19101-7346 NASHVILLE TN 37203
City State 2iP Code City State ZiP Code

Contact phone  1-800-373-0424 Contact phone  (615) 250-5272

Contact email Contact email

Creditor Number:

Uniform claim Identifier for electranic payments in chapter 13 {if you use one)

else has filed a proof
of claim for this claim?

4. Does this claim amend H No
one aiready filed? O Yes.  Claim number on court claims registry (if known) Filedon: ;
MM /DD YYYY
5. Do you know if anyone B No

I Yes. Who made the earlier filing?

< GOVERNMENT

}' EXHIBIT

§_f_—
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lee Information About the Claim as of the Date the Case Was Filed

6. Do you have any number  No
zog US; to identify the W Yes, Last 4 digits of the debtor's account or any number you use to identify the deblor:  See Attachment
abtor

(7. How much is the claim? 5 554,280.642.00 Does this amount include interest or other charges?

No
B Yes, Altach statement itemizing inlerest, fees, expenses, or other
charges required by Bankruptcy Rule 3001(c)(2)(A).
8. What is the basis of the Examples: Goods sold, money foaned, lease, services performed, personal injury or wrongful death, or credit card.

claim?
Allach redacted copies of any documenls supporting the claim required by Bankruply Rule 3001(c).
Limit disclosing information thal is entitlted to privacy, such as health care information.
Taxes
9. Is all or part of the claim No
secured?

Kyes. The claim is secured by a fien on properly
Nature of property:

' Real Estale. If the claim is secured by the debtor's principal residence, file a Mortgage Proof of Claim
Attachment (Official Form 410-A) with this Proof of Claim.

71 Motor Vehicle

X Other. Describe. _Right of Setoff

Basis for perfection: See 410 Attachment

Attach redacled copies of documents, if any, thai show evidence of perfeciion of a secunity interesi {for
example, a mortgage, lien, cerlificate of litle, financing stalement, or other document that shows the lien has
been filed or recorded.)

Value of Property: S

Amount of the claim that is secured: 3

Amount of the claim that is unsecured: § (The sum of the secured and unsecured
amounts should match the amount in line 7.}

Amount necessary to cure any default as of the date of the petition: $

Annual Interest Rate (when case was filed) %

[ Fixed
I Variable
10. Is this claim basedena mNo
lease? Z Yes. Amount necessary to cure any default as of the date of the petition. S
|11. s this claim subject to a No .
right of setoff? EXYes. Identify the property $31,501,753 in overpayments; See Form 410

Case 15-02741-TOM7 Doc 3166-2 Filed 11/08/17 Entered 11/08/17 21:22:23 Desc
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|12. Is all or part of the claim = No

entitled to priority under W ves. Check all that apply:
11 U.S.C. §507(a)?

 Amount entitled to priarity |
. [ Domeslic support obligations (incltding alimony and child support) under —- |
A claim may be partly 11 U.S.C. § 507{a)(1)(A) or (a}( 1)(B) 5 |
priorily and partly i = |
nonpriority. For example, iy
in some calegories, the -1 Up to $2,775" of deposits toward purchase, lease, or renlal of property or services for
law limits the amount personal, family, or household use. 11 U.5.C. § 507(a}(7). $

entitled to prioiity. -

] Wages, salaries, or commissions {up to $12,475%) eamed within 180 days before the
bankruptcy petition is filed or the debtor's business ends, whichever is eardier, s
11U.5.C. § 507(a)(4).

B Taxes or penallies awed to governmental units. 11 U.5.C. § 507(a)(8) $ 229,061.857.00

|
I Contributions 1o an employee benefit plan. 11 U.S.C. § 507(a){5). $ '
[T Other. Specify subsection of 19 U.S.C. § 507(a)(__) that applies. 3

*Amounts are subjecl to adjustment on 4/01/16 and every 3 yaars after that for cases bagun on or after the date of adjustmant.

Sign Below

The person completing this Check the appropriate box:
proof of claim must sign

B | am the creditor.

and date it.

FRBP 9011(b). ~ 1 am the creditor's atlomey or authorized agent.

If you file this claim 7 1am the trusiee, or the debtor, or their authorized agent. Bankruptcy Rute 3004,
ically, FRBP -

g:?;gg;('g? a{jthorizes courts - |am aguarantor, surely, endorsor, or other codebtor. Bankruptcy Rule 3005.

{o esiablish local rules

specifying what a signature | understand that an authorized signature on this Proof of Claim serves as an acknowledgment thal when calculating the
is. amount of the claim, the creditor gave the debior credit for any payments received toward the debt.

A person who files a I have examined the information in this Proof of Claim and have a reasonable belief that the information is true
fraudulent claim could be  and cormect,

fined up to $500,000,

imprisoned forupto § | declare under penalty of perjury that the foregoing is true and correct.

years, or both.

18 U.5.C. §§ 152, 157, and

3571, Execuled on date 01/11/2016

MMIDD [ YYYY

/s BOBBY RUTZKY
(Slgnature)

Print the name of the person who is completing and signing this claim:

Name BOBBY . o s O RUTZKY

Flrst name Micidle name Last name
Title Bankruptcy Specialist ~
Company Internal Revenue Service

Identify the comporale servicer as the o&mp'a'ﬁy_ if the autorlzed agent_is a servicer.

Address 801 BROADWAY MIS MDP 146 N R
Number Streat
NASHVILLE o TN - ¢ . EE—
- City State J ZIP Code
Contact Phone {615) 250-5272 Emall:
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Form 410

Attachment

Proof of Claim for
Internal Revenue Taxes

Department of the Treasury/Internal Revenue Service

Case Number

In the Matter of: WALTER ENERGY INC ET AL 15-02741-TOM11
3000 RIVERCHASE GALLERIA SUITE 1700 Type of Bankruptcy Case
BIRMINGHAM, AL 35244-2359 CHAPTER 11
Date of Petition
07/15/2015

PRIMARY CLAIM: The amounts shown below are based on a settlement of the debtors’ FYE 1983-1995 income tax years, in Adversary No.
91-313, U58C MD FLA., which proceeding was transferred to this Court. See Case No. 15-00127, Doc Nos. 1, 1-1, 136-5, and 157.

The United States has the right of setoff or counterclaim(s) in the amount of $31,501,753. The identification of any sums subject to setoff is

based on available data and is not intended to waive any other right to setoff, against this claim, debts owed to this debtor by this or any
other Federal agency that have not been identified. All rights of setoff are preserved and will be asserted to the extent lawful.

Unsecured Priority Clajims under section 507{a}(8) of the Bunkmuptcy Code

Taxpayer Interest to
4D Number Kind of Tax Tax Pertod Date Tax Assessed Tax Due Petition Date
XX-XXX1596 CORP-INC 08/31/1983 08/27/1984 $0.00 $10,211,815.00
XX-XXX1596 CORP-INC 08/31/1984 11/03/1986 $6,880,075.00 §100,705,012 00
XX-XXX1596 CORP-INC 08/31/1985 0%/29/1986 $2,449.966.00 $34,966,643.00
XX-XXX15%96 CORP-INC 08/31/1986 07/06/1987 $597,778.00 £6,308,949.00
XX-XXX159 CORP-INC 08/31/1987 09/26/1988 $3,745,835.00 $£35,819,162.00
XX-XXX9953 CORP-INC 05/31/1990 03/25/1991 $249,894.00 $1,940,827,00
XX-XXX9953 CORP-INC 065/31/1991 03/30/1992 $923,698.00 $7,043,255.00
XX-XXX9953 CORP-INC 65/31/1992 04/19/1993 §720,700.00 $£3,441,189.00
XX-XXX9953 CORP-INC 05/31/1993 03/21/1994 $1.331,860.00 $10.660,894.00
XAX-XXX9953 CORP-INC 05/31/1994 05/08/1965 $0.00 $£372,305.00
$16,899.806 00 $212.162.051.00
Total Amount of Unsecured Priority Claims: $229,061,857.00

Unsecured General Claims

Taxpaver Interest o
1D Number Kind of Tax Tax Period Date Tax Assessed Tex Dee Petition Dare
XX-XXX9953 CORP-INC 05/31/2000 042372001 $63,240,483.00 $99,925,664.00
XX-XXX9953 CORP-INC 12/31/2000 12/24/2001 $16,830,789.00 $24,503,990.00
XX-XXX9953 CORP-INC 12/31/2001 11/04/2002 338,115,350.00 $48,924,285.00
XX-XXX9953 CORP-INC 12/31/2002 11/10:2003 $20,020,156.00 $13,394,996 00
XX-XXX9953 CORP-INC 12/31/2005 10/02/2006 $188,818.00 $74,254.00
$138,395,596 $186,823,189.00
Total Amount of Unsecured General Claims: $325,218,785.00
Page 1 of 2
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Proof of Claim for
Internal Revenue Taxes

Department of the Treasury/Internal Revenue Service

In the Matter of: WALTER ENERGY INC ET AL

Form 410

Attachment

Case Number
15-02741-TOMI

3000 RIVERCHASE GALLERIA SUITE 1700 Type of Bankruptcy Case
BIRMINGHAM, AL 35244-2359 CHAPTER 11
Date of Petition
07/15/2015

ALTERNATIVE CLAIM: This is an alternative proof of claim in the event that there is no binding settlement of the debtors’ FYE 1983-1995
income tax years, in Adversary No. 91-313, USBC MD FLA., which proceeding was transferred to this Court. See Case No. 15-00127, Doc

Nos. 1, 1-1, 136-5, and 157.

The United States has the right of setoff or counterclaim(s) in the amount of $30,969,674. The identification of any sums subject to setoff is
based on.available data and is not intended to waive any other right to setoff, against this claim, debts owed to this debtor by this or any
other Federal agency that have not been identified. All rights of setoff are preserved and will be asserted to the extent lawful.

Unsecured Priority Claims undersection 507(a)(8) of the Bankruptey Code

Taxpaver Interest to
1D Nusber Kind of Tax Tax Period Date Tax Assessed Tax Due Petition Date
XX-XXX1596 CORP-INC 08/31/1983 08/27/1984 $636,834.00 521,971,624.00
XX-XXX159 CORP-INC 08/31/1984 11/03/1986 $11,122,451.00 £162,878,276.00
XX-XXX1596 CORP-INC 08/31/1985 09/29/1986 §9,454,471.00 $113,379.306.00
XX-XXX1596 CORP-INC 08/31/1986 07/06/1987 $4,687,514.00 £53,609,953.00
XX-XXX1596 CORP-INC 08/31/1987 09/26/1988 $6,618,079.00 $63,310,192.00
XX-XXX9953 CORP-INC 05/31/1990 G3/25/1991 §334,670.00 52,605,945.00
XX-XXX0953 CORP-INC 05/31/1991 03/30/1992 $6,125,514.00 $38,268,286.0
XX-XXX9953 CORP-INC 05/31/1992 04/19/1993 $1,464,977.00 $6,994,952.00
XX-XXX9953 CORP-INC 05/31/1993 03/21/1994 $2,530,191.00 $17,301,067.00
XX-XXX9953 CORP-INC 05/31/1994 05/08/1995 §2,514,265.00 $9.487,009.00
$45,488,966.00 $489.806,610.00
Total Amount of Unsecured Priority Claims: $535,295,576.00
Unsecured General Claims
Taxpaver Interest to
1D Number Kind of Tax Tax Period Date Tax Assessed Tax Due Petition Date
XX-XXX9953 CORP-INC 05/31/2000 04/23/2001 $63,240,482 00 $99,925,664.00
XX-XXX9933 CORP-INC 12/31:2000 12/24/2001 $16,830,789.00 §24,503,990,00
XX-XXX9953 CORP-INC 12/31/2001 11/04/2002 $38,115,35000 $48,924,285.00
XX-XXX9933 CORP-INC 12/31/2002 11/10:2003 $20,020,156.00 $13,394,996.00
4 f Y
XX-XXX9953 CORP-INC 12/31/2005 10/02:2006 1B8.818. $74.254.00
Total Amount of Unsecured General Claims: $325,144,530.00
Page 2 of 2
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y@)\» Department of the Treasury pate: DEC 1 2 2016

Internal Revenue Service

Small Business Self-Employed Taxpayer ID number:
IRS 400 W Bay Street, Stop 4041 9553

Jacksonville, FL 32202 Form:

1120

Person to contact:
WALTER ENERGY INC (formerly WALTER Ms. Blue
INDUSTRIES INC AND SUBSIDIARIES) Contact telephone number;
3000 RIVERCHASE GALLERIA, SUITE 1700 904-661-3228
BIRMINGHAM, AL 35244-2359 Contact fax number:

877477-9194
Employee IiD number:
02-28362
Certified Mail Last day to file petition with US tax court:

MAR 1 3 2017

Tax Year Ended:

Deficiency:
Increase in tax

SEE ATTACHED PAGE

Dear TAXPAYER(S):

Why we are sending you this letter

We determined that you owe additional tax or other amounts, or both, for the tax year or years identified above.
This letter is your Notice Of Deficiency, as required by law. The enclosed Form 4549-A, Income Tax
Discrepancy Adjustments or Form 5278, Statement - Income Tax Changes, shows how we figured the
deficiency.

If you wish to challenge this determination

If you want to challenge this determination in court before making any payment, you have 90 days from the
date of this letter (150 days if this letter is addressed to you outside of the United States) to file a petition with
the United States Tax Court to reconsider the deficiency.

Information you will need
If you have recently sought bankruptcy relief by filing a petition in bankruptcy court, see enclosed Notice 1421,
How Bankruptcy Affects Your Right to File u Petition in Tax Court in Response to a Notice of Deficiency.

= Letter 531 (Rev. 10-2015)
= Go:iﬁ';‘#rENT Catalog Number 402231
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You can get a copy of the rules for filing a petition and a petition form by writing to the following address:
United States Tax Court
400 Second Street, NW
Washington, DC 20217
* The Tex Court has a simplificd procedure for small tax cases when the dispute for each tax year is
$50,000 or less.
* If you use this simplified procedure, you cannot challenge the Tax Court's decision. You can get
information on the simplilied procedure for small cases from the Tax Court by writing to the court at
the address above or from the court's internet site at www.ustaxcourt.gov.

= If you file a petition for multiple tax years and the dispute for any one or more of the tax years exceeds
$50,000, this simplified procedure is not available to you.

The law regarding married couples
The law requires separate notices for husbands and wives. Both must sign and file the petition or each must file
a separate, signed petition if this letter is addressed to both husband and wife, and both want to petition the Tax

Court.

If only one spouse is in bankruptcy at the time this letter was issued or files a bankruptcy petition after the date
of this letter, the bankruptcy automatic stay does not prohibit the spouse who is not in bankruptcy from filing a
petition with Tax Court. The bankruptcy automatic stay of the spouse seeking bankruptey relief does not extend
the time for filing a petition in Tax Court for the spouse who is not in bankruptcy.

How to file your petition form

Send the completed petition form, a copy of this letter, and copies of all statements and/or schedules you
received with this letter to the Tax Court at the address above. If more than one tax year is shown above, you
may file one petition form showing all of the years you are challenging.

You may represent yourself before the Tax Court, or you may be represented by anyone admitted to practice
before the Tax Court.

The limits on filing a petition
The time you have to file a petition in the Tax Court is set by law.

1. The petition is considered timely filed if the postmark date falls within the prescribed 90 or 150 day
period and the envelope containing the petition is properly addressed with the correct postage.

2. The Tax Court cannot consider your case if your Tax Court petition is filed late. IRS cannot grant
an extension or allow a suspension of the prescribed deadline, even for reasonable cause. Thus,
contacting the Internal Revenue Service (IRS) for more information, or receiving other
correspondence from the IRS won't change the allowable period for filing a petition with the Tax
Court.

If you agree with the Notice of Deficiency

If you decide not to file a petition with the Tax Court, please sign the enclosed Form 4089-B, Notice of
Deficiency - Waiver, and return it to us at the IRS address on the top of the first page of this letter. This will
permit us to assess the deficiency quickly and can help limit the accumulation of interest.

If we don't hear from you

If you decide not to sign and return Form 4089-B, and you do not file a petition with the Tax Court within the
time limit, the law requires us to assess and bill you for the deficiency after 90 days from the date of this letter
(150 days if this letter is addressed to you outside the United States).

Letter 531 (Rev. 10-2015)
Catalog Number 402231
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Note: If you are a C-corporation, Section 6621(c) of the Internal Revenue Code requires that we charge an
interest rate two percent higher than the normal rate on corporate underpayments in excess of $100,000,

Information about the IRS Taxpayer Advocate Office
The IRS office whose phone number appears at the top of the notice can best address and aceess your tax
information and help get you answers. You may be eligible for help from the Taxpayer Advocate Service
(TAS) if you have tried to resolve your tax problem through normal IRS channels and have gotten nowhere, or
you believe an IRS procedure just isn't working as it should. TAS is your voice at the IRS. TAS helps taxpayers
whose problems are causing financial difficulty or significant cost, including the cost of professional
representation (this includes businesses as well as individuals). You can reach TAS by calling the TAS toll-free
number at 1-877-777-4778 or by contacting the local Taxpayer Advocate office at;

400 West Bay Street

Room 535A MS TAS

Jacksonville, FL 32202

To learn more about TAS and your basic tax responsibilities, visit www.TaxpayerAdvocate.irs.gov.

How to contact us .
You may write or call the contact person whose name, telephone number, and IRS address are shown in the

heading of this letter if you need further assistance. 1f you write, please include your telephone number, the best
times if we need to call you and a copy of this letter to help us identify your account.

If you prefer to call and the telephone number is outside your local calling area, there may be a long distance
charge to you,

Keep the original letter for your records.

Sincerely,

John A. Koskinen

Commisgioper
By /Z < ﬂ(_a,c/é/(/ /I/Vﬁ
Sharon E. Jones, Acting

Technical Services Territory Manager

Enclosures:
{Form 4549-A or Form 5278]
Form 4089-B

Letter 531 (Rev. 10-2016)
Catalog Number 40223L
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DEC 12 2016

Form 40 8 9

(Rev January 1963)

Depardment of the Treasury — Intemal Revenue Service

Notice of Deficiency-Waiver

Symbols
Technical Services

Name, SSN or EIN, and address of Taxpayer(s)

Walter Energy, Inc. (formerly Walier Industries, Inc. and Subsidiaries)

3000 Riverchase Galleria, Suite 1700
Birmingham, AL 35244-2359

&R yos3

LG [Z] Copy to Authorized Representalive
Income
Tax Year Ended Daficlancy
Increase In Tax Panalties
5/31/2000 $48,983,052
12/31/2000 $16,867,561
12/3172001 568,115,350
12/31/2002 521,865,521
12/31/2004 3 18,521
1213172005 S 287,991
12/31/2006 $ 5,255,682

Soc the attached explanation for the above deficiencles

| consent to the immediate assessment and collection of the deficiencies (increase in tax and penalties) shown above, plus any

interast provided by law.

Your
Signature )

(Dale signad}

Spouse's Signature,
If A Joint Return

Was Filed

{Dale signed)

Taxpayer's

Represeatative }
Slgn Here

{Dale signed)

Corporate
Name:

Corporate ’

Officers {Signaturs)

{Titla) (Date signed)

Sign Here ’

{Sigrature)

(Titla} {Dale signad)

Note:

if you consent to the assessment of the amounts shown in
this waiver, please sign and return it in order to limit the
accumulation of interest and expedite our bill to you. Your
consent will not prevent you from filing a claim for refund
(after you have paid the tax) if you later believe you are
entitied to a refund. it will not prevent us from later
determining, if necessary, that you owe additional tax; nor will
it extend the time provided by law for either action.

if you later file a claim and the Internal Revenue Service
disallows it, you may file suit for refund in a district court or in
the United States Claims Court, but you may not fils a petition
with the United States Tax Court.

Who Must Sign

If this waiver is for any year(s) for which you filed 2

joint return, both you and your spouse must sign the original
and duplicate of this form. Sign your name exactly as it
appears on the return. If you are acling under power of
attorney for your spouse, you may sign as agent for him or
her.

For an agent or attorney acting under a power of attorney,
a power of attorney must be sent wilh this form if not
previously filed.

For a persan acting in a fiduciary capacity (execulor,
administrator, trusiee}, file Form 56, Notice Concerning
Fiduclary Relationship, with this form if not previously filed.

For a corporation, enter the name of the corporation
ro!!c:wed by the signature and tille of the officer(s) authorized
to sign.

If you agrea, please sign one copy and retuin it; keep the other copy for your records.

Cal, No, 22650Y

WWW.irs.gov
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Fom 4089

{Rev. January 1983)

Depariment of the Treasury — Internal Revenue Service

Notice of Deficiency-Waiver

Symbols
Technical Services

Name, S$SN or EIN, and addrass of Taxpayer(s)

Walter Energy, Inc. (formerly Walter Indusiries, Inc. and Subsidiarics)

3000 Riverchase Galleria, Suite 1700
Birmingham, AL 35244.2359

@53

Kind of Tax Copy to Authorized Representative
Income
Deflclency
Tex voar Ended Increaso in Tax Penallles
5/31/2000 $48,983,052
124312000 $16,867,561
12/31/2001 $68,115,350
12/31/2002 $21,865,521
12/31/2004 b 18,521
12/3172005 $ 287,991
12/31/2006 $ 5,255,682

See the attached explanation for the above deficiencies

| consent to the immediate assessment and collection of the deficiencies (increase in tax and penailties) shown above, plus any

interest provided by taw.

Your
Signature ’

{Dats signed)

Spouse's Signature,

If A Joint Return )
Was Flled

{Dato signad)

Taxpayer's

Representative }
Sign Here

{Daly signed)

Corporate
Name:

Corporate }

Officers (Signature)

(Tille) {Date signad)

Sign Here }

(Signatura)

(Title) {Dala signed)

Note:

If you consent to the assessment of the amounts shown in
this wa'ver, please sign and return it in order to limit the
accumulation of interest and expedite our bill to you. Your
consent will not prevent you from filing a claim for refund
(after you hava pald the tax) if you |ater believe you are
entitled to a refund. It will not prevent us from later
determining, if necessary, that you owe additional tax; nor will
it extend the time provided by law for either action.

If you later file a claim and the Internal Revenue Service
disallows it, you may file suil for refund in a district court or in
the United States Claims Court, but you may not file a petition
with the United States Tax Courl.

Who Must Sign

If this waiver is for any year(s} for which you filed a

joint return, both you and your spouse must sign the original
and duplicate of this form. Sign your name exactly as it
appears on the retumn. If you are acting under power of
atiornay for your spouse, you may sign as agent for him or
her.

For an agent or attorney acting under a power of attorney,
a power of attorney must ba sent with this form if not g
praviously filed.

For a person acting in a fiduciary capacity (executor,
administrator, trustee), file Form 56, Notice Concerning
Fiduciary Relationship, with this form if not praviously filed.

For a corporation, enter the name of the corporation
followed by the signature and fitle of the officar(s) authorized
to sign.

If you agree, plaase sign one copy and return it; keep the other copy for your records.

Cal. No. 22650Y

www.irs.gov
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+

- Depanment of the Treasury-Internal Revenue Service
Form 4549-A Income Tax Examination Changes e o 0
(Rev. March 2013) (Unagreed and Excepted Agreed)
Name and Address of Taxpayar Taxpayer Identification Number { Relurn Form No.:
WALTER ENERGY INC (fonnerly WALTER 953
INDUSTRIES INC AND SUBSIDIARIES) Person with whom | Name and Tille:
3000 RIVERCHASE GALLERIA, SUITE 1700 d ;
N b i b o
BIRMINGIIAM, AL 15244-2359 EliSnos Vo MICHAEL R HURLEY
discussed. VP -TAX
Perlod End Perlod End Period End
1. Adjustments to Income 512000 12/2000 12/2001
a. Per RAR - Form 4549-B's 244,594,977 49,886,135 70,1244 401
b.
c.
d.
a.
1.
g.
h.
i
j-
k.
I.
m.
n.
o.
p.
2. Totat Adjustments 244,594,977 49,886,135 70,124,401
3. Taxable Income Per Relurn or as Previously Adjusied 1,318,344 16,119,848 76,339,212
4, Corrected Taxable Income 245,913,32] 66,005,983 146,463,613
Tax Method
Filing Status
5. Tax 86,069,662 23,102,094 51,262,265
6, Additional Taxes / Alternative Minimum Tax N/A 0 0
7. Cotrecled Tax Liabiity 86,069,662 23,102,094 51,262,265
8. Less  a. Foreign Tax Credit 3,342,996 4,566,232 185,577
Credits b, Other Subpart B Credits 1,627,361 1,247,967 1,824,177
¢. General Business Credut 0 0 45,587
d, Minimum Tax/Bond Credits 12,875,288 0 0
9. Balance (Line 7 less Lines 8a through 8d) 68,224,017 17,287,895 49,205,924
10. Plus | 2. Credit Recapiure & Other Taxes 0 ] 0
Other | b. Ahernative Minimum Tax (Before 2000) 0 N/A NIA
Taxes | c. Envirommental Tax N/A N/A N/A
d.
11. Total Corrected Tax Liabilily (Line 9 plus Lines 1Ga through 104) 68,224,017 17,287,895 49,205,924
12. Total Tax Shown on Return or as Previcusly Adjusted 4,978,683 420,334 11,090,574
13. Adjustments lo: a.
b. CAM 481(b) 14,262,282 0 0
c.
14, Deficiency-Increase in Tax or {Overassessment-Decraase in Tax) (Line 11 lass
Lina 12 adjusted by Lines 13a through 13c)
48,983,052 16,867,561 38,115,350
15. Adjusiments to Prepayment Credits - Increase {Decrease)
16, Balance Due or (Overpayment) - (Line 14 adjusted by Lina 15) (Excluding
interas! and panaliies)
48,983,052 16,867,561 38,115,350

Catalog Number 23110T

www.lrs gov

Form 4549-_A (Rev. 3-2013)
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Form 4549-A

Depariment of the Treasury-Internal Revenus Service

Income Tax Examlnation Changes Page 2 o 9
(Rev. March 2013) (Unagreed and Excepted Agreed)
Name of Taxpayer Taxpayer Idantification Number | Relurn Form No.:
WALTER ENERGY INC (formerly WALTER IDUSTRIES INC AND SUB) ;3 1120
Period End Period End Period End
17. Penalties/ Code Sectlons 5/2000 12/2000 122001
a
b.
¢
d
e
i
g.
h.
i
i
k.
f
m,
n
18. Total Penaliles 0 0 0]
Underpayment altributable to negligence: (19871-1987)
A lax addilion of 50 percent of the inferest due on the
underpayment will accrue unlit it Is paid or assessed. 0 o 1]
Underpayment atiributable to fraud: (1981-1987)
A tax addition of 50 percent of the Inlerast due an the
underpayment will accrue until it Is pald or assessed. 0 0 0
Underpayment allribulable lo Tax Motivaled Transaclions (TMT}.
interest will accrue and be assessed at 120% of underpayment
rate in accordance with IRC 6621(c) 0 0 0
19. Summary of Taxes, Penalties and Interest:
a. Balance due or (Ovemaymeni) Taxes - (Line 16, Page 1) 48,981,052 16,867,561 38,115,350
b. Penallies (Lina 78) - computed to 0 0 0
c. Interest (IRC § 6601) - computad to 0 0 0
d. TMT Inlerast - computed to fon TMT undarpayment) 0 0 0
e. Amount due or refund - (sum of Lines a, b, ¢ and d} 48,983,052 16,867,361 68,115,350
Other Information:
* These adjustments have been agreed and the applicable deficiency/overassessment) has been processed
THIS REPORT SUPERCEDES THE REPORT DATED 2/10/2006
Examiner's Signalure:
Name Employee 1D Office: Date
Techical Services Jacksonville 12/9/2016

The Internal Revenue Service has agreements with state tax agencies under which Information about federal tax, including increases or decreases, is
exchanged with the siates. I ihis change affects the amounl of your stala income tax, you should amend your state relum by filing the necessary forms.

You may be subject to backup wilhholding if you underreport your Interest, dividend, or patronage dividend income you earmed and do not pay the
required fax. The IRS may order backup wilhholding (wlthholding of a percentage of your dividend and/or interesl payments) If the tax remains unpaid
afer il has been assessed and four nolices bave baen issued to you over a 120-day perlod.

Calalog Number 231107 " www.lrs.gov

Form 4549-A (rev. 3-2013)
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a 9
Page — of —— Pages

Form 4549-B
{Rev. July 1980)

Department of the Treasury - Inleinal Revenue Service
Income Tax Examination Changes

Name and Address of Taxpayer Soclal Security or Employer Identification

W'alter Energy Inc (formerly Waller Industrles, inc and Subsidlaries) Number

Binmlngharm, AL 352042380 E_:ss:

Adjustments to Income Year 2000-05 Year 2000-12 Year: 2000-12

#01-01 * Dlvidend Income from Forelgn Corparations 398,737 (432,079)

#01-02 * Deemed foralgn Tax Credit

#01-03 * FSC Commissions (385,384)

#01-04 * Pensions, Frofit-sharing expense 3,972,33 (2,794,127) (819,284)

#01-05  NOL C/G from 9905 42,311,446

#01-07 * Net Current Rollover Adjustments {752,220) 5,668,775 55,629

#01-09 * US Pipe & Foundry Depr (986,542) (219,192)

#01-10 * Nonconventional Fuei Credit

#01-11 * Other Costs (4,003,978}

#304-01 Discounls-Returns & Allowances 147,139,729 21,999,317 44,234,062

#405-01 Discounts-Bad Debts 6,274,978 4,658,030 11,834,266

#405-02  interest Income-Amoriization of Discounis-New (4,881,642) (3,485,421 (7,010,040)

#405-03  Interest Income-Amortization of Discounts-Foreclosures (781,900) (589,593} (1,364,672)
. #405-04 * Change in Accounling-Cash-Accural 9,504,412 (588,956

#405-05 Inlerest‘lm:ome Sales of Foreclosed Houses 3,641,310 2,518,744 5,339,141

#405-06  Interest Income Sales of New Houses 48,416,320 11,434,787 22,833,615

Calc 02 * Conlribution Deduction (226,623) 226,623

Calc 08 * Forelgn Dividend Gross up 69,051 1,375,859

Total Adjustments This Page 244,604,977 49,888,135 70,124,401

Cal. No, 23120P

Form 4549.B (Rev. 7-1980)
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o~ o

- Department of the Treasury-Intemal Revenue Service
Form 4549-A Income Tax Examination Changes Page of 9
{Rev. March 2013) {Unagreed and Excepted Agreed)
Narme and Address of Taxpayer Taxpayer Identificalion Number | Return Form No.:
WALTER ENERGY INC (formerly WALTER o os3 1120
INDUSTRIES INC AND SUBSIDIARIES) - Name and Titlo:
3000 RIVERCHASE GALLERIA SUITE 1700 Examnaton " | MICHAEL R HURLEY
BIRMINGHAM, AL 35244-2359 changes were i
discussed. VP -TAX
Perled End Period End Period End
1. Adjustments to Incoma 12/2002 12.2004 12/2005
8. Per RAR - Form 4549-B's 49,962,104 11,033,561 21,602,392
b
c.
d
@
f.
g
h
I
i
k.
I
m
n
o
p.
2. Total Adjusiments 49,862,104 11,033,561 21,602,392
3. Taxable Income Per Relumn or as Previously Adjusted 21,478,412 (126,275,534) (106,291,975)
4. Corrected Taxable Income 71,440,516 (115,241,973) (84,689,583)
Tax Method
Filing Status
Tax 25,004,181 0 0
. Additional Taxes / Alternative Minimum Tax 0 277,647 1,450,714
. Corrected Tax Ligbilily 25,004,18! 277,647
. Less  a Foreign Tax Credit 0 0 0
Credits  b. Other Subpant B Credits 1,607,097 0 0
c. General Business Credit ¢ 0 i}
d. Minimum Tax Credit/Bond Cresits 0 0 0
9. Balance (Line 7 less Lines Ba through Bd) 23,357,084 277,647 1,450,714
10. Plus  j a. Credit Recapture & Other Taxcs 6
Other | b. Allernative Minimum Tax (Beforz 2000) N/A
Taxes | c. Eavironmental Tax N/A
d. N/A
11. Total Correcled Tax Liabiiity (Line 9 plus Lines 10z through 10d) 23,397,084 277,647 1,450,714
12. Total Tex Shown on Return or as Praviously Adjusted 1,531,563 259,126 1,162,723
13. Adjustments to: a.
b.
c.
14. Deficiency-Increase in Tax or {Overassessmenl-Decrease in Tax) (Line 11 less
Line 12 adfusted by Linas 13a through 13c)
21,865,521 18,521 287.99)
15. Adjusiments to Prepayment Credils - Increase (Decrease} 0 0 0
16, Balance Due or {Overpayment) - (Line 14 adjusied by Ling 15) (Excluding
Interest and penalliss)
21,865,521 18,521 287,991

Calalog Number 23110T

www.irs.gov

Form 4549-A (Rev. 3-2013)
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- Depariment of the Treasury-Internal Revenus Service
Form 4549-A Income Tax Examination Changes Page 5  of 9
(Rev. March 2013) {Unagreed and Excepted Agreed)
Namao of Taxpayer Taxpayer Identificalion Number | Relurn Form No.
WALTER ENERGY INC {formely WALTER INDUSTERIES INC AND SUB) hss3 1120
Pericd End Perlod End Period End
17. Penalties/ Code Seoctions 12/2002 12/2004 12/2006
8
b
C.
d.
e.
f.
Q.
h.
i.
i
k.
3
m
f.
18. Total Penaliies 0 0 0
Underpaymaen! atlributable to negligence: (1987-1987)
A tax addition of 50 percent of the inlerest due on the
underpayment will accrue until it Is paid or assessed. 0 0 0
Underpayment altribulable to fraud: (1981-1987)
A tax addition of 50 parcent of the Interest due on the
underpayment wiif accrue until it is pald or assassed. 0 0 0
Underpayment aliributable lo Tax Motivated Transaclions (TAMT)
Interesi will accrue and be assessed al 120% of underpayment
rale in accordance with |IRC 6621(¢) 0 0 0
19. Summary of Taxes, Panalties and Inferest: .
a. Balance due or (Overpayment) Taxes - {Line 16, Page 1) 21,865,521 18,521 287,991
b. Penalties {Line 18} - computed to 0 0 0
c. Interest (IRC § 6601) - compuled to o 0 0
d TMT Interest - computed o {on TMT undarpayment) 0 0 0
e. Amount due or refund - (sum of Lines a, b, ¢ and d} 21,865,521 18,521 287,991

Other Information:

* Theses adjustments have been agree and the applicable deficicney has been assessed and is included in Total Tax as Previously Adjusted,

Examiners Signature:

Name Employee ID:

Office:

Technical Services Jacksonville

Date;
12/9/2016

The Internal Revenue Service has agreements with slate tax agancies under which informalion about federal tax, including increases or decreases, is
exchanged with the states, If this change affects the amount of your stale income lax, you should amend your siale return by filing the necessary forms.

You may ba subject to backup withholding If you undarrepor your inlerast, dividend, or palronage dividend income you earned and dc no! pay Ihe
required tax. The IRS may order backup withholding (withholding of a percentage of your dividend and/or interest payments) if the lax remains unpaid

after it has been assessed and four nofices have been issued lo you over a 120-day period.

Catalog Number 231107 wvaw.irs.gov

Form 4549-A (Rev. 3-2013)
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6 9
Page— of — Pages

Form4549-B Department of the Treasury - Internal Revenue Service
(Rev. July 1980} Income Tax Examination Changes

Name and Address of Taxpayer
Walter Energy Inc (formerly Walter Industries, Inc and Subsidlarles)

Social Securily or Employer ldentification
Number

e Satt, St 170 -
Adjustments {o Income Year 12/2002 Year 12/2004 Year 1272005
401a Discounts - Returns & Allowances - New 42,490,872 10,226,693 8.264.508
515 Discounts - Bad Debts - Foreclosed Homes 11,207,224
410 Discounts - Other income - Foreclosed Homes 2,151,356 1.955,667
405-D2 Interest Income-Amortization aof Discounts-New (19,309,259 (18,522,468) {15,347,820)
A405-03  Interest Income-Amortization of DIscounts-Foreclosed Homes {5,055,958) (2,916,920} (2,309,548)
405-05 Interest Income-Sales of Foreclosed Homes 5,706,593 3,247,704 2,427,324
405-06 Interest Income-Sales of New Homes 24,607,501 16,992,510 13,894,785
405-07  Interest Income-Amortizalion of Discounts-New {1,557,415) (8,323,285) (8,298,395)
405-08  Interest Income-Amortization of Discounts-Foreclosed Homes (750,960) (1,929,530) (1,756,126)
52601 * Correction - Incr [SO Expenses ) 0 (841,736)
§26-02 * Net Current Cycle Rollover Adjustments (7,376,398) (14,294,700) (2,8088,970)
IE-01 * IE-01 Dividend CFC o 0
528-03 Mueller Water (MWFP) 9/30/2005 3,075,000
526-03 Mueller Water (MWP) 10/03/2005 12,489,741
529-01  NOL Deduction Docrease {Increase) 24,402,201 11,033,561
604-07  Credit for Prior Year Minimum Tax
Rounding (1)
Total Adjustmenis This Page 49,962,104 11,033,561 21,602,392

Cat. No. 23120P

Form 4549-B (Rev. 7-1980)
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- Department of the Treasury-internal Revenuae Service
Form 4549-A Income Tax Examination Changes Page 7 of 9
{Rev. March 2013) (Unagreed and Excepted Agreed)
Narne and Address of Taxpayer Taxpayer {dentification Number | Return Form No.:
WALTER ENERGY INC (formerly WALTER s 1120
INDUSTRIES INC AND SUBSIDIARIES) ——. Narme and Tille:
3000 RIVERCHASE GALLERIA 16TH FLOOR aragn e whom e
BIRMINGHAM, AL 35244-2359 changes were
discussed. VP-TAX
Period End Period End Period £End
1. Adjustments to income 1212006
a. Per RAR - Forn 4549-B 27,383,084
b.
c.
d.
a.
f
g.
h.
.
)
k.
.
m,
n.
o
p.
2. Total AdJustments 27,383,084
3. Taxable Incoma Per Relurn gr as Previously Adjusled 177,734,639
4. Corrocted Taxable Income 205,117,723
TFax Method
Filing Status
5. Tax 71,791,203
6. Additional Taxas f Altarnative Minimum Tax 0
7. Correcled Tax Liability 71,791,203
B, Less a. Foreign Tax Credit 0
Credits b. Other Subpart B Credil 0
¢. General Business Credit 4,715325
d. Minimum Tax Credit/Bond Credits 1,728,361
9, Balance (Line 7 lass Lines Ba through 8d) 65,347,517
10. Plus { a. Credit Recapture & Other Taxes 0
Other [ b. Altemative Minitmum Tax {Before 2000) N/A
Taxes | c. Environmenial Tax N/A
d. Other Taxes N/A
11. Tolal Corrected Tax Liabllily {Line 9 plus Lines 10a through 10d) 65,347,517
12. Tolal Tax Shown on Relurn or as Previously Adjustad 60,091,835
13. Adjustments lo: a.
b.
c.
14, Deficlency-Incroasa in Tax or {Overassessment-Decrease in Tax) (Line 11 less
Line 12 adjusted by Lines 13a through 13c)
5,255,682
15, Adjusimants to Prapayment Credils - Increase (Decrease) 5 0
16. Balance Due or {Overpayment) - (Line 14 adjusied by Line 15} (Excluding
interest and penaltias)
5,255,682

Calalog Number 231107

wwaw.irs.gov

Form 4549-A (Rev. 3-2013)
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- Deparimeni of the Treasury-.lntern.al Revenue Service
Form 4549-A Income Tax Examination Changes Pge 8 o 9
(Rev. March 2013) (Unagreed and Excepted Agreed)

Name of Taxpayer Taxpayer [denlification Number | Return Form No.:

WALTER ENERGY INC (formerly WALTER INDUSTRIES INC AND SUB) .9953
Period End Peried End Period End

12/31/2006

17. Penalties/ Code Sections

33~ FT-Tor~capoo

18. Total Panalties

Underpayment altributable 1o negligence: (19871-1987)
A tax addition of 50 percen! of the inferest due on the
underpayment will accrue until it is paid or assessed. 0

Underpayment alltibulable o fraud: (1981-1987)
A tax addition of 50 percent of the interast due an the

underpayment will accrue untit it Is paid or assessed. 0
Underpaymeni aftribulable to Tax Molivated Transactions (TMT).
Interest will accrue and be assessed al 120% of underpayment
rate in accordance with IRC 6621(c), 0
19. Summary of Taxes, Penalties and Interest:
a. Balance due or {Overpayment) Taxes - (Line 16, Page 1) 5,255,682
b. Penallies (Line 718} - compuied lo 0
c. Interest (IRC § 6601) - computed to 0
d. TMT Interest - computed to {on TMT underpayment) 0
5,255,682

e. Amount due or refund - {sum of Lines a, b, c and d)

Other Information: :
* These adjustments have been agreed and the applicable deficiency has been assessed and is included in Total Tax as Previously Adjustad.

On 9/10/2010, you filed a 1120X or informal claim for refund in the armount of $5,232,742 for 2006. As a result of our examination, the ¢laims have
been allowed in part, as shown in this report.

This report involves restricted interest. In such cases, some of all of the interest is computed from & date other than the due date of the retur,
Interest ta be computed.,

This report supersedes the previous dale 6-26-2012,

Examiner's Signature:
MName Employee ID: Office: Date:

Technical Services Jacksonville 12/9/2016

The Internal Revenue Service has agreements with state lax agencies under which information about fedaral tax, including increases or decreases, is
exchanged with the states. If this change affects the amount of your stale income tax, you should amend your slate retum by filing the necessary farms,

You may be subject lo backup withholding if you undesrepor your Interest, dividend, or patronage dividend income you eamad and do not pay the
raquired tax. The IRS may order backup wilhholding {wilthholding of a percentage of your dividend and/or inlerest payments) If the lax remains unpaid

alter it has been assessed and four nolices have been Issued lo you over a 120-day period,

Catalog Number 231107 www.irs.gov " Form 4549-A (Rev. 3-2013)
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9 9
Page — of —. Pages

Form4549-B
{Rev. July 1380)

Dapariment of the Treasury - Intemal Revenue Service

Name and Address of Taxpayer

Walter Energy Inc (formerly Waller Industrles, Inc and Subsldiaries)
3000 Riverchase Gallerla, Sulte 1700
Birmingham, AL 35244-2369

Income Tax Examination Chames

Soctal Securily ar Employer tdentification
Number

-9953

Adjustments 1o Incorme Year {2/2006 Yaar Year:

01-401-01  Income - (1120X - Part A) 1,696,049
01-408-01 Capital Loss (1120X - Part D}

01-526-01 Other Deductions - Professlonal Fees

01-526-02 Other Daeductions - Muelter (2,389,724
01-526-03  Other Deductions - (1120X - Part B} (2,480,935)
01-527-01  Section 199 - (1120X - Part C) (2,381,3586)
01-629-01 Net Operating Loss Carryover 31-556-993
4Ma Discount (New Homes) - Returns and Allowances 12,938,776
13-401-01  Returns & Allowances - Account #420007

4065-02 Interest on Discount (New homes-2001 cycle) {11,714,706)
405-02 Interest on Discount (Repo homes-2001 cycie) (1,836,254)
405-D5 Economic Accrual vs S/L (Repo homes-2001 cycle) 1,792,704
405-06 Economic Accrual vs S/L (New homas-2001 cycla) 11,413,850
405-07 Interest on Discount (New homes-2005 cycle) _(6,403,918)
405-08 {nteres! on Discount (Repo homea-2005 cycle) (1,497,771}
405-09 Interest on Discount {(New homes-2008 cycle) (976,307}
405-10 Interest on Discount (Repo homes-2008 cycle) (105,880)
405-11 Appeals Setllement Allowance
410-01 Discount (Repo Homes) - Other Income 2,040,787
15-522-01 Depletion - Englneer's Report (3084,381)
16-526-32  Other Deductions - IDC Cost (Informal claim) {3,884,793)

Total Adjustments This Page 27,383,084

Cal. No. 23120P

Form 4549-B (Rev. 7-1980)
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Walter Energy, Inc.
{Formerly Walter Industries Inc. and Subsidiaries)

STATUTORY NOTICE EXPLANATION OF ITEMS

Issue # 01-05 - Net Operating Loss Carry Over from 9305 (5/2000)

It is determined, as shown below, that corporation's net.operating loss available for loss carnry over to the
taxable year ended May 31, 2000 should be reduced to $2,339,468.00,

Tax Year Per Return Per Exam Adjustment
513112000 $ 44,650,914.00 $2,339,468.00 $ 42,311,446.00

Accordingly, this adjustment increases the corporation's ordinary incorne in the amount of 42,311,446.00
for the taxable year ended May 31, 2000.

Issue #304-01 — Discounts-Returns & Allowances (5/2000, 2000 and 2001)

It is determined that the corporation is not entitled to reduce gross earnings by discounting notes -returns
and allowances in the amounts of $147,139,729.00, $21,999,317.00 and $44,234,062.00 for the taxable
years ended May 31, 2000, December 31, 2000 and December 31, 2001, respectively.

Accordingly, this adjustment increases the corporation's ordinary income in the amounts of
$147,139,729.00, $21,999,317.00 and $44,234,062.00 for the taxable years ended May 31, 2000,
December 31, 2000 and December 31, 2001, respectively.

Issue #405-01 — Discounts-Bad Debts (5/2000, 2000 and 2001)

Itis determined that the corporation’s discounts-bad debts are overstated in the amounts $6,274,978.00,
$4,658,030.00 and $11,834,266.00 for the taxable years ended May 31, 2000, December 31, 2000 and
December 31, 2001, respectively, as shown below.

Tax Year Per Return Per Exam Adjustment
51312000 $ 10,394,360.00 $4,119,382.00 $ B6,274,978.00

12/31/2000 S 5,773,428.00 $ 1,115,398.00 $ 4,658,030.00

12/31/2001 S 12,217,527.00 S 383,261.00 $ 11,834,268.00

Accordingly, this adjustment increases the corporation's ordinary income in the amounts of
$6,274,978.00, $4,658,030.00 and $11,834,266.00 for the taxable years ended May 31, 2000, December
31, 2000 and December 31, 2001, respectively.
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Walter Energy, Inc.
(Formerly Walter industries Inc, and Subsidiaries)

STATUTORY NOTICE EXPLANATION OF ITEMS

Issue #405-02 — Interest Income-Amortization of Discounts-New (5/2000, 2000 and 2001)

It is determined that the corporation is entitled to interest income on amortization of discounts- new in the
amounts of $4,881,642.00, $3,465421.00 and $7,010,040.00 for the taxable years ended May 31, 2000,
December 31, 2000 and December 31, 2001, respectively.

Tax Year Per Return Per Exam Adjustment
513112000 $ 4,881,642.00 b 0.00 ($4,881,642.00)
12/31/2000 $ 3,465,421.00 S 0.00 ($3,465,421.00)
12/31/2001 $  7,010,040.00 S 0.00 ($7,010,040.00)

Accordingly, this adjustment decreases the corporation’s ordinary income in the amounts of
$4,881,642.00, $3,465,421.00 and $7,010,040,00 for the taxable years ended May 31, 2000, December

31, 2000 and December 31, 2001, respectively.

Issue #405-03 — Interest Income-Amortization of Discounts-Foreclosures (5/2000, 2000 and 2001)

It is determined that the corporation is entitled to interest income on amortization of discounts-
foreclosures in the amounts of $781,800.00, $589,593.00 and $1,364,672.00 for the taxable years ended
May 31, 2000, December 31, 2000 and December 31, 2001, respectively.

Tax Year Per Return Per Exam Adjustment
513112000 $ 781,900.00 3 0.00 {$781,900.00)
12/31/2000 S 589,593.00 L 0.00 {$589,593.00)
12/31/2001 S 1,364,672.00 S 0.00 {$1,364,672.00)

Accordingly, this adjustment decreases the corporation’s ordinary income in the amounts of $781,900.00,
$589,593.00 and $1,364,672.00 for the taxable years ended May 31, 2000, December 31, 2000 and
December 31, 2001, respectively.

Issue #405-05 — Interest Income-Sales of Foreclosed Houses (5/2000, 2000 and 2001)
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Walter Energy, Inc.
{Formerly Waiter Industries [nc. and Subsidiaries)

STATUTORY NOTICE EXPLANATION OF ITEMS

It is determined that the corporation is not entitled to use straight line method of reporting interest income
on sales of foreclosed homes in the amounts of $3,641,310.00, $§2,518,744.00 and $5,339,141.00 for the
taxable years ended May 31, 2000, December 31, 2000 and December 31, 2001, respectively.

Tax Year Per Return Per Exam Adjustment

5/31/2000 $ 125,328.00 $ 3,766,638.00 $ 3,641,310.00
12/31/2000 S 124,379.00 S 2,643,123.00 $ 2518,744.00
12/31/2001 S 277,467.00 $ 5,616,608.00 $ 5,339,141.00

Accordingly, this adjustment increases the corporation's ordinary income in the amounts of
$3,641,310.00, $2,518,744.00 and $5,339,141.00 for the taxable years ended May 31, 2000, December

31, 2000 and December 31, 2001, respectively.

Issue #405-06 ~ [nterest Income-Sales of Foreclosed Houses (5/2000, 2000 and 2001)

It is determined that the corporation's interest income for sales of new homes is understated in the
amounts of $48,416,320.00, $11,434,787.00 and $22,833,615.00 for the taxable years ended May 31,

2000, December 31, 2000 and December 31, 2001, respectively.

Accordingly, this adjustment increases the corporation's ordinary income [n the amounts of
$48,416,320.00, $11,434,787.00 and $22,833,615.00 for the taxable years ended May 31, 2000,
December 31, 2000 and December 31, 2001, respectively.
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Walter Energy, Inc.
(Formerly Walter Industries Inc. and Subsidiaries)

STATUTORY NOTICE EXPLANATION OF ITEMS

Issue #401a — Discounts-Returns & Allowances — New (2002, 2004 and 2005)

It is determined that the corporation is not entitled to reduce gross earnings by discounting -returns and
allowances - new in the amounts of $42,490,490,872.00, $10,226,693.00 and $8,264,908.00 for the
taxable years ended December 31, 2002, 2004 and 2005, respectively.

Tax Year Per Return Per Exam Adjustment
12/31/2002 $ 39,526,759.00 ${2,964,113.00) $ 42,490,872.00
12/31/2004 S 8,955,807.00 $(1,270,886.00) $ 10,226,693.00
12/31/2005 S 8,175,046.00 $ (89,862.00) $ B,264,908.00

Accordingly, this adjustment increases the corporation’s ordinary income in the amounts of
$42,490,490,872.00, $10,226,693.00 and $8,264,908.00 for the taxable years ended December 31, 2002,

2004 and 2005, respectively.

Issue #515 ~ Discotints - Bad Debts — Foreclosed Homes (2002)

Itis determined that the corporation's discounts-bad debts — foreclosed homes are overstated in the
amount of $11,207,224.00 for the taxable year ended December 31, 2002, as shown below.

Tax Year Per Beturn Per Exam Adjustment
12/31/2002 $7,611,080.00 (%3,596,144.00) $11,207,224.00

Accordingly, this adjustment increases the corporation’s ordinary income in the amount 0f$11,207,224.00
for the taxable year ended December 31, 2002,

Issue #410 - Discounts — Other Income — Foreclosed Homes (2004 and 2005)

Itis determined that the corporation is not entitled to claim a current period deduction on discounts ~
olher income - foreclosed homes amounts of $2,151,356.00 and $1,9859,667.00 for the taxable years
ended Decemnber 31, 2004 and 2005, respectively, as shown below.

Tax Year Per Return Per Exam Adjustment
12/31/2004 $ (9,192,234.00) $(7,040,878.00) $2,151,356.00
12/31/2005 S (3,247,986.00) $(1,288,319.00) $1,959,667.00
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Walter Energy, Inc.
(Formerly Walter Industries Inc. and Subsidiarties)

STATUTORY NOTICE EXPLANATION OF ITEMS

Accordingly, this adjustment increases the corporation’s ordinary income in the amounts of $2,151,356.00
and $1,959,667.00 for the taxable years ended December 31, 2004 and 2005, respectively.

Issue #405-02 - Interest Income-Amortization of Discounts-New {2002, 2004 and 2005)

It is determined that the corporation is not required to report the amortization of the discounts on
instaliment notes received with the sale of self-financed new homes as interest income in the amounts of
$19,309,254.00, $18,522,898.00 and $15,347,820.00 for the taxable years ended December 31, 2002,

2004 and 2005, respectively.

Tax Year Per Return Per Exam Adjustment

12/31/2002 $ 19,309,254.00 $ 0.00 {$19,309,254.00)
12/31/2004 $ 18,522,898.00 5 0.00 {$18,522,898.00)
12/31/2005 ¢ 15,347,820.00 S 0.00 {$15,347,820.00)

Accordingly, this adjustment decreases the corporation’s ordinary income in the amounts of
$19,309,254.00, $18,522,898.00 and $15,347,820.00 for the taxable years ended December 31, 2002,

2004 and 2005, respectively.

issue #405-03 — Interest Income-Amortization of Discounts-Foreclosed Homes (2002, 2004 and
2005)

Itis determined that the corporation is not required to report the amortization of the ‘discounts” on notes
received in connection with the sales of self-financed homes as interest income in the amounts of
$5,055,958.00, $2,916.00 and $2,308,548.00 for the taxable years ended December 31, 2002, 2004 and
2005, respectively.

Tax Year Per Return Per Exam Adjustment
12/31/2002 $  5,055,958.00 $ 0.00 ($5,055,958.00)
12/31/2004 S 2,916,920.00 S 0.00 ($2,916,920.00)
12/31/2005 S 2,309,548.00 $ 0.00 ($2,309,548.00)

Accordingly, this adjustment decreases the corporation’s ordinary income in the amounts $5,055,958.00,
$2,916.00 and $2,309,548.00 for the taxable years ended December 31, 2002, 2004 and 2005,
respectively.

Case 15-02741-TOM7 Doc 3166-2 Filed 11/08/17 Entered 11/08/17 21:22:23 Desc
Exhibits 1 - 14 Page 70 of 99



Walter Energy, Inc.
{Fermerly Walter Industries Inc. and Subsidiaries)

STATUTORY NOTICE EXPLANATION OF ITEMS

Issue #405-05 — Interest Income-Sales of Foreclosed Houses (2002, 2004 and 2005)

It is delermined that the corporation is not entitled to use straight line method of reporting interest income-
sales of foreclosed homas in the amounts of $5,706,593.00, $3,247,704.00 and $2,427,324.00 for the
taxable years ended December 31, 2002, 2004 and 2005, respectively.

Tax Year Per Return Per Exam Adjustment
1213112002 $ 14,679,587.00 $ 20,386,180.00 $ 5,706,593.00
12/31/2004 $ 10,391,520.00 $13,639,224.00 $  3,247,704.00
12/31/2005 5 9,063,855.00 $11,491,179.00 $ 2,427,324.00

Accordingly, this adjustment increases the corporation’s ordinary income in the amounts of
$5,706,593.00, $3,247,704.00 and $2,427,324.00 for the taxable years ended December 31, 2002, 2004

and 2005, respectively.

Issue #405-06 - Interest Income-Sales of New Homes (2002, 2004 and 2005)

It is determined that the corporation is not entitled to use straight line method of reporting interest income
for sales of new homes in the amounts of $24,607,401.00, $16,992,510.00 and $13,894,786.00 for the
taxable years ended December 31, 2002, 2004 and 2005, respectively.

Tax Year Per Return Per Exam Adjustment
12/31/2002 $ 62,400,684.00 $ 87,008,085.00 $ 24,607,401.00
12/31/2004 $ 48,11%9,350.00 $65,111,860.00 $ 16,992,510.00
12/31/2005 S 42,261,465.00 $ 56,156,251.00 $ 13,894,786.00

Accordingly, this adjustment increases the corporation’s ordinary income In the amounts of
$24,607,401.00, $15,992,510.00 and $13,894,786.00 for the taxable years ended December 31, 2002,

2004 and 2005, respectively.

Issue #405-07 - Interest income-Amortization of Discounts-New (2002, 2004 and 2005)

It is determined that the corparation is not required to report the amortization of the discounts on
instaliment notes received with the sale of self-financed new homes as interest income in the amounts of
$1,557,415.00, $8,323,285.00 and $8,298,395.00 for the taxable years ended December 31, 2002, 2004
and 2005, respectively.
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Walter Energy, Inc.
{Formerly Walter Industries Inc. and Subsidiaries)

STATUTORY NOTICE EXPLANATION OF ITEMS

Tax Year Per Return Per Exam Adjustment
12/31/2002 3 1,657,415.00 $0.00 ($1,557,415.00)
12/31/2004 $ - 8,323,285.00 $0.00 ($8,323,285.00)
12/31/2005 S 8,298,395.00 $0.00 {$8,298,395.00)

Accordingly, this adjustment decréases the corporation's ordinary income in the amounts of
$1,557,415.00, $8,323,285.00 and $8,298,395.00 for the taxable years ended December 31, 2002, 2004

and 2005, respectively.

Issue #405-08 - Interest Income-Amortization of Discounts-Foreclosed Homes (2002, 2004 and
2005)

It is determined that the corporation is not required to report the amortization of the ‘discounts” on notes
received in connection with the sales of self-financed homes as interest income in the amounts of
$750.96000, $1,929,539.00 and $1,756,126.00 for the taxable years ended December 31, 2002, 2004
and 2005, respectively.

Tax Year Per Return Per Exam Adjustment

12/31/2002 $ 750,960.00 $0.00 ($750,960.00)
12/31/2004 $  1,929,530,00 $0.00 {$1,829,530.00)
12/31/2005 $  1,756,126.00 $0.00 ($1,756,126.00)

Accordingly, this adjustment decreases the corporation's ordinary income in the amounts of 750,960.00,
$1,929,530.00 and $1,756,126.00 for the taxable years ended December 31, 2002, 2004 and 2005,
respectively,

Issue #526-03 — Mueller Walter (MWP) 9/30/2005

it is determined that transactions fees expensed in the amount of $3,075,000.00 for fiscal year ended
September 30, 2005 is not allowed for the taxable years ended December 31, 2005.

Accordingly, this adjustment increases the corporation’'s ordinary income in the amount of 3,075.00, for
the taxable years ended December 31, 2005.
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Walter Energy, Inc.
(Formerly Waiter Industries Inc. and Subsidiaries)

STATUTORY NOTICE EXPLANATION OF ITEMS

Issue #526-03 — Mueller Walter (MWP) 10/03/2005

itis determined that transactions fees expensed in the amount of $12,489,741.00 for fiscal year ended
October 30, 2005 is not allowed for the taxable years ended December 31, 2005.

Accordingly, this adjustment increases the corporation’s ordinary income in the amount of 12,489,741.00,
for the taxable years ended December 31, 2005

Issue #529-01 ~ Net Operating Loss Deduction (2004 and 2005)

Itis determined that as a result of the adjustments to the taxabie years ended December 31, 2003 and
2004, the corporation’s net operating loss deduction is overstated in the amounts $24,402,201.00 and
$11,033,561.00 for the taxable years ended December 31, 2004 and 2005, as shown below..

Tax Year Per Return Per Exam Adjustment
12/31/2004 $  158,972,456.00 5134,570,255.00 $ 24402,201.00
12/31/2005 S 180,206,563.00 5169,173,002.00 $ 11,033,561.00

Accordingly, this adjustment increases the corporation’s ordinary income in the amounts of
$24,402,201.00 and $11,033,561.00 for the taxable years ended December 31, 2004 and 2005,

respectively.
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Walter Energy, Inc.
(Farmerly Walter Industrles Inc. and Subsidiarles)

STATUTORY NOTICE EXPLANATION OF ITEMS

2006

Issue #01-401-01 — Income — (1120X — Part A}

It is delermined that income items, in the amount of $1,696,049.00, included on Form 1120X for the
taxable year ended December 31, 2006 are allowed in full,

Tax Year Per Return Per Exam Adjustment
12/31/2006 5 0.00 S 1,696,049.00 % 1,696,049.00

Accordingly, this adjustment increases the corporation’s ordinary Income in the amount of $1,696,049.00
for the taxable year ended December 31, 2006,

Issue #01-526-02 — Other deductlons — Muller

It is determined that true-up expenses for Mueller Water products, in the amount of $2,389,724.00, for the
taxable year ended December 31, 2006 are aliowed in full.

Tax Year Per Return Per Exam Adiustment
12/31/2006 5 0.00 S 2,389,724.00 {$2,389,724.00)

Accordingly, this adjustment decreases the corporation’s ordinary income in the amount of $2,389,724.00
for the taxable year ended December 31, 2006,

Issue #01-526-03 — Other deductlons — (1120X — Part B)

1t Is determined that expenses items, Included on Form 1120X, in the amount of $2,480,935.00, included
for the taxable year ended December 31, 2006 are allowed in full.

Tax Year Per Return Per Exam Adjustment
12/31/2006 5 0.00 5 2,480,935.00 {$2,480,935.00)

Accordingly, this adjustment decreases the corporation's ordinary income in the amount of $2,480,935.00
for the taxable year ended December 31, 2006
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Walter Energy, Inc.
(Formerly Walter Industries Inc. and Subsldiaries)

STATUTORY NOTICE EXPLANATION OF ITEMS

2006

Issue #01-527-01 — Section 199 — (1120X - Part C)

It is determined that Section 198 expense items are understated in the amount of $2,381,35.00, for the
taxable year ended December 31, 2006.

Tax Year Per Return Per Exam Adjustment
12/31/2006 5 3,962,491.00 $ 6,343,847.00 {$2,381,356.00)

Accordingly, this adjustment decreases the corporation’s ordinary income in the amount of $2,381,356.00
for the taxable year ended December 31, 20086

Issue #01-529-01 — Net Operating Loss Carryover

it is determined that as a result of the adjustments to the taxable years ended December 31, 2002 thru
2005, the corporation’s net operating loss deduction is overstated In the amount and $31,556,993.00 for
the taxable year ended December 31, 2006, as shown below..

Tax Year Per Return Per Exam Adjustment
12/31/2006 $ 55,999,050.00 $ 24,442.057.00 $  31,556,993.00

Accordingly, this adjustment increases the corporation’s ordinary income in the amount of and
$31,556,993.00 for the taxable years ended December 31, 2006.

[ssue #401 — Discounts — (New Homes} - Returns and Allowances

It is determined that the corporation is not entitled to reduce gross earnings by discaunting installment .
notes - returns and allowances — new homes in the amount of $12,938,776.00 for the taxable year ended

December 31, 2006, as shown below.

Tax Year Per Return Per Exam Adjustment
12/31/2006 S 0.00 $ 12,938,776.00 $ 12,938,776.00

Accordingly, this adjusiment increases the corporation’s ordinary income in the amount of $12,938,776.00
for the taxable year ended December 31, 2006,
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Walter Energy, Inc.
(Formerly Walter Industries Inc. and Subsldiarles)

STATUTORY NOTICE EXPLANATION OF ITEMS

2006

Issue #405-02 — Interest on Discount (new homes-2001 cycle)

It is determined that the corporation is not required to report the amortization of the discounls on
installment notes received with the sale of self-financed new homes as interest income in the amount of

$11,714,706.00 for the taxable year ended December 31, 2006.

Tax Year Per Return Per Exam Adjustment
12/31/2006 $ 11,714,706.00 $ 0.00 {($11,714,706.00)

Accordingly, this adjustment decreases the corporation's ordinary income in the amount of $1,714,708.00
for the taxable year ended December 31, 2006.

Issue #405-03 — Interest on Discounts-repo homes-2001 cycle)

It is determined that the corparation is not required to report the amortization of the ‘discounts” on notes
received in connection with the sales of self-financed homes as interest income in the amounts of
$1,836,294.00 for the taxable year ended December 31, 2006..

Tax Year Per Return Per Exam Adjustment
12/31/2006 S 1,836,294.00 $ 0.00 ($1,836,294.00)

Accordingly, this adjustment decreases the corporation's ordinary income in the amount $1,836,294.00,
for the taxable year ended December 31, 2006.

Issue #405-05 — Economic Accrual vs Straight Line (repo homes-2001 cycle)

It is determined that the corporation is not entitied to use straight line method of reporting interest
income-sales of repo homes in the amount of $1,792,704.00 for the taxable year ended December 31,

2006.

Tax Year Per Return Per Exam Adjustment

12/31/2006 $ 8,005,940.00 $ 9,888,644.00 3 1,792,704.00

Accordingly, this adjustment increases the corporation's ordinary income in the amount of $1,792,704.00,
for the taxable years ended December 31, 2006.
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Walter Energy, Inc.
(Formerly Walter Industries Inc, and Subsidiaries)

STATUTORY NOTICE EXPLANATION OF ITEMS

2006

Issue #405-06 — Economic Accrual vs Straight Line (new homes-2001 cycle)

It is determined that the corporation is not entitled to use straight line method of reporting interest
income-sales of new homes in the amount of 311,413,850.00 for the taxable year ended December 31,
2006

Tax Year Per Return Per Exam Adjustment
1213112006 S 37,822,792.00 S 49,236,642.00 $ 11,413,850.00

Accordingly, this adjustment increases the corporation's ordinary income in the amount of $
511,413,850.00 for the taxable year ended December 31, 2006.

Issue #405-07 — Interest on Discounts {new homes-2005 cycle)

It is determined that Ihe corporation is not required to report the interest of the discounts on instaliment
notes received with the sale of self-financed new homes in the amount of and $6,403,918.00 for the
taxable year ended December 31, 2006.

Tax Year Per Return Per Exam Adiustment
1213112006 3 6,406,918.00 3 0.00 ($6,406,918.00)

Accordingly, this adjustment decreases the corparation's ordinary income in the amount of $6,406,918.00
for the taxable year ended December 31, 2006

Issue #405-08 - Interest on Discounts (repo homes-2005 cycle)

It is determined that the corporation is not required to report the interest of the 'discounts” on notes
received with the sales of self-financed repo homes in the amount of $1,497,771.00 for the taxable year
ended December 31, 2006.

Tax Year Per Return Per Exam Adjustment
12/31/2006 3 1,497.771.00 3 0.00 ($1,497,771.00)
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Walter Energy, Inc.
(Formerly Walter Industries Inc. and Subsidiaries)

STATUTORY NOTICE EXPLANATION OF ITEMS

2006

Accordingly, this adjustment decreases the corporation’s ordinary income in the amount of $1,497,771.00
for the taxable year ended December 31, 2006.

Issue #405-09 - Interest on Discounts (new homes-2008 cycle)

It is determined that the corporalion is not required to report the interest of the ‘discounts” on notes
received with the sales of self-financed new homes in the amount of $976,307.00 for the taxable year
ended December 31, 2006.

Tax Year Per Return Per Exam Adiustment
12/31/2006 S 976,307.00 s 0.00 (5976,307.00)

Accordingly, this adjustment decreases the corparation’s ordinary income in the amount of $976,307.00
for the taxable year ended December 31, 2006

Issue #405-10 — Interest on Discounts (repo homes-2008 cycle

Itis determined that the corporation is not required to report the interest of the 'discounts” on notes
received with the sales of self-financed repo homes in the amount of $105,890.00 for the taxable year
ended December 31, 20086.

Tax Year Per Return Per Exam Adjustment
12/31/2006 3 105,890.00 3 0.00 {$105,890.00)

Accordingly, this adjustment decreases the corporation’s ordinary income in the amount of $105,890.00
for the taxable year ended December 31, 2006

Issue #410-01 - Discounts (Repo Homes - Other Income

It is determined that the corporation is not entitled to claim a current period deduction on discounts—repo
homes — other income in the amounts of $2,040,787.00 for the taxable year ended December 31, 2006.

Accordingly, this adjustment increases the corporation's ordinary income in the amount of $2,040,787.00
for the taxable year ended December 31, 2006
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Walter Energy, Inc.
{Formerly Walter Industries Inc. and Subsidiaries)

STATUTORY NOTICE EXPLANATION OF ITEMS

2006
Issue #16-522-01 — Depletion — Engineer’s Report

It is determined that the corporation's depletion is understated in the amount of $384,381.00 for the
taxable year ended December 31, 2006.

Tax Year Per Return Per Exam Adjustment
12/31/2006 5 41,635,034.00 S 42,015,415.00 (5384,381.00)

Accordingly, this adjustment decreases the corparation’'s ordinary income in the amount of $384,381.00
for the taxable year ended December 31, 2006

Issue #16-526-32 -~ Other Deductions — IDC Cost {Informal claim)

It is determined that the corporation is entitled a deduclion for unclaimed intangible drilling cost in the
amount of $3,884,793.00 for the taxable year ended December 31, 2006.

Tax Year Per Return Per Exam Adjustment
12/31/2005 $0.00 $ 3,884,793.00 $  3,884,793.00

Accordingly, this adjustment decreases the corporation’s ordinary income in the amount of
$3,884,793.00 for the taxable year ended December 31, 2006.
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PAGE NO-0001 IRS EMPLOYEE 5075906613
DATE REQUESTED 08-09-2017 PRINT DATE 08-09-2017
TAXPAYER IDENTIFICATION NUMBER: @jjjeos53

WALTER ENERGY INC

¥ ACCOUNTS PAYABLE

3000 RIVERCHASE GALLERIA STE 1700 :

HOOVER AL 35244-2378-255 BODC-LM BODCLC-1
FORM NUMBER: 1120 TAX PERIOD: MAY 1997
<<<<POWER OF ATTORNEY/TAX INFORMATION AUTHORIZATION (POA/TIA} ON FILE>>>>

--- ANY MINUS BELOW SIGNIFIES A CREDIT AMOUNT ---

ACCOUNT BALANCE: 356,584.00-
ACCRUED INTEREST: 0.00 AS OF 08-14-2017
ACCRUED PENALTY: 0.00 AS OF 08B-14-2017

ACCOUNT BALANCE
PLUS ACCRUALS: 356,584.00-

*+ INFORMATION FROM THE RETURN OR AS ADJUSTED *+

NET RECEIPTS: 1,291,017,9686.00
TOTAL INCOME: 731,490,805, 00
TOTAL DEDUCTIONS: 731,490,805, 00
NET TAXABLE TNCOME: 235,142,223.00-
MINIMUM TAX AMOUNT: 3,210,027.00
PERSONAL HOIDING TAX: 0.00
ES/7004 PAYMENTS CLAIMED: 3,355,000.00-

TAX PER RETURN: 3,210,027.00
NATCS5-CD: 0067459

02-17-1998 RETURN DUE DATE OR RETURN RECEIVED DATE (WHICHEVER IS LATER)
05-11-13998 PROCESSING DATE

TRANSACTIONS
MONEY AMOUNT
CODE EXPLANATION DATE (IF APPLICABLE)
150 RETURN FILED AND TAX ASSESSED 05-11-1928 3210,027.00
07311-024-43201-8
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 09-16-1996 630,000.00-~
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 11-15-1996 985,000.00-
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 02-14-1997 585,000.00-
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 05-15-19857 B20,000.00-
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 08-15-1997 335,000.00-
460 EXTENSION OF TIME TO FILE 11-17-1997
EXT. DATE (2-15-1998
766 REFUNDABLE CREDIT 08-15-189% 55,186.00-~
499 PRIOR TAX ABATED 11-20-2000 156,425.00-
07354-701-91064-0
250 ADDITIONAL TRX ASSESSED 11-20-2000 .00

khkhkkkhkhrhd kbbb dbhbwr v v CONTINUED ON NEXT PAGE******i*iiiti*t***i‘**********
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PAGE

560
560
560
300
560

260
308

301
960

2961
960

NCG-0002

07354-701-91064-0 20004508
ASSESSMENT STATUTE EXPIR

DATE EXTEND TO 06-30-2001

ASSESSMENT STATUTE EXPIR

DATE EXTEND TO 12-31-2001

ASSESSMENT STATUTE EXPIR

DATE EXTEND TO 12-31-2002

ADDITIONAL TAX ASSESSED BY EXAMINATION
29347-443-10007-2 20020808

ASSESSMENT STATUTE EXPIR

DATE EXTEND TO 06-30-2003

RECBIVED POA/TIA

ADDITIONAL TAX ASSESSED BY EXAMINATION
29347-693-70001-3 20034408

PRIOR TAX ABATED BY EXAMINATION
29347-693-70001-23

RECEIVED POA/TIA

REMOVED POA/TIA

RECEIVED POA/TIA

IRS EMPLOYEE 5075986813

01-26-2001
04-27-2001
12-17-2001
03-04-2002
07-29-2002

08-20-2002
11-10-2003

11-10-2003
08-05-2008

01-31-2017
07-11-2017

32,709.00
32,708.00-
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Form 4549-A
{Rev. May 2008)

Department of the Treasury-Internal Revenue Service

Income Tax Discrepancy Adjustments Page_ 1 of 2

Name and Address of Taxpayer
WALTER ENERGY INC AND SUBSIDIARIES
(formerly Waller Industries Inc)

Taxpayer ldentification Number Return Form No.:

@y-:s: 1120

3000 RIVERCHASE GALLERIA STE 1700 Person with whom | Name and Title:
BIRMINGHAM. AL 35244 examination Michael Hurley
changes were
discussed. VP - Tax
1. Adjustments to Incoms Period End Period End Period End
12-31-2006 12-31.2007 12-31-2008
a.Per RAR - Form 4543-B's 27.383,084 (1,436,583) 12,563,015
b.
c
d.
8.
f.
g.
h.
i.
i
k
I.
m.
n.
0.
p
2. Total Adjustments 27,383,084 (1,436,583) 12,563,015
3. Taxable Income Per Return or as Previously Adjusted 177,734,639 128,566,645 (315,767,983)
4. Corrected Taxable Income 205,117,723 127,130,062 (303,204 968)
Tax Method
Filing Status
5, Tax 71,791,203 44,495,522 0
6. Additional Taxes / Alernative Minimum Tax 0 0 o
7. Corrected Tax Liability 71,791,203 44,495,522 o
8. Less a. Foreign Tax Credit 0 0 0
Credits b, Other Subpart B Credits 0 0 i}
c. General Business Credit 4,715,325 9,100,188 0
d. Minimum Tax Credit/Bond Credits 1,728,361 D 0
9. Balance (Line 7 less Lines 8a through 8d) 65,347,517 35,395,334 0
10. Plus | a Credil Recapture & Other Taxes 0 0 0
Other | b.Allemative Minimum Tax (Before 2000) N/A NIA N/A
Taxes | c. Environmental Tax NIA N/A NIA
d. Other Taxes N/A N/A NIA
11. Tolal Corrected Tax Liability (Line 9 plus Lines 10a through 10d) 65,347,517 35,395,334 0
12, Total Tax Shown on Return or as Praviously Adjusted 60,091,835 44,418,326 0
13, Adjustments to: a. 0 0 0
b. 0 0 0
c. 0 0 0
d. 0 0 V]
14. Deficiency-Increase in Tax or (Overassessmeni-Dacrease in Tax) 5,255,682 {9,022,992) i}
(Line 11 less Line 12 adjusted by Lines 13a through 13c)
15. Adjustments to Prepayment Credits - Increase (Decrease) 0 y 0
16. Balance Due or (Overpayment) - (Lina 14 adjusted by Line 15) 5,255,682 {9,022,992) V]
(Excluding interest and penallies)
: GOVERNMENT
EXHIBIT
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Department of the Treasury-Intarnal Revenue Service
Form 4549-A € A
{Rev. May 2008) Income Tax Discrepancy Adjustments Page_ 2 _of 2
Name of Taxpayer Taxpayer |dentification Number Return Form No.:
WALTER ENERGY INC AND SUBSIDIARIES @Ph:ss: 1120
Period End Period End Period End
17. Panalties/ Code Sections 12-31-20086 12-31-2007 12-31-2008
a. 0 0 0
b. 0 o 0
c: 0 0 0
d. 0 1] 0
e 0 0 0
f. 0 o] 0
9 0 [ 0
h. 0 [} o
i 0 0 0
e 0 0 0
k. 0 0 0
l. 0 0 0
m. 0 0 0
n
18. Total Penalties 0 0 0
Underpayment attributable to negligence: (1981-1987)
A tax addition of 50 percent of the interest due on the 0 0 o
undarpayment will accrue until it is paid or assessed.
Underpayment attributable to fraud: (1987-1987)
A lax addition of 50 percent of the interest due on the 0 0 0
underpayment wilf accrue unlil it is paid or assessed.
Underpayment attributable to Tax Motivated Transaclions (TMT}.
Interest will accrue and be assessed at 120% of underpayment o 0 0
rate in accordance with IRC 6621(c)
19. Summary of Taxes, Penalties and Intarest:
a. Balance due or (Overpayment) Taxes - (Line 16, Page 1) 5,255,682 (9,022,992) o
b. Penallies (Line 18) - computed lo 0 0 o
c. Interest (IRC § 6601) - computed to 0 0 0
d. TMT Interest - compuled to {on TMT underpayment) 0 0 0
e. Amount due or refund - (sum of Lines a, b, ¢ and d) 5,255,682 (9,022,992) 1]

Other Information:
On the dates of 09/10/2010, 10/28/2010 and 11/05/2010 with respect lo the separate lax years of 2006, 2007 and 2008, you filed claim forms 1120X or
an informal claim for refunds in the amounts of $5.232,742 for the 2006 tax year, $9.483,555 for the 2007 tax year and $-0- for the 2008 lax year.
Due to the nel operaling loss in the 2008 tax year, your claim resuited in no tax affect lo the 2008 lax year, but affecled the 2007 tax year due to the
carryback of tax credits from the 2008 tax year.
As a result of our examination, the claims have been aliowed in part, as shown in this report
This repori involves restricled interest. In such cases, some or all of the interest is computed from a date other than the due date of the return.
Interast to be computed.

This report supersedes the previous report daled 6-26-2012.

Examiner's Signalure:
Name Employee ID: Office Date:

Benjamin McDonatd, CPA 1000772835 Tampa, FL

The Internal Revenue Service has agreements with state tax agencies under which information about federal tax, including increases or decreases, Is
exchanged with the stales. If this change affects the amount of your state income tax, you should amend your state return by filing the necessary
forms.

You may be subject lo backup withholding if you underreport your interest, dividend, or patronage dividend income you earned and da not pay the
required tax. The IRS may order backup withho!ding {withholding of a percentage of your dividend and/or interast payments) if the tax remains unpaid
after it has been assessed and four notices have been issued to you over a 120-day period.

Form 4549-A (Rev. 5-2008)
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PAGE NO-0001 IRS EMPLOYEE 5075986813
DATE REQUESTED 09-25-2017 PRINT DATE 09-25-2017
FORM NUMBER: 1120 TAX PERIOD: DEC 2009
TAXPAYER IDENTIFICATION NUMBER: (b oss
NEW WEI INC
% ACCOUNTS PAYABLE

3000 RIVERCHASE GALLERIA STE 1700
HOOVER AL, 35244-237B-255 BODC-IM BODCLC-1

<<<<POWER OF ATTORNEY/TAX INFORMATION AUTHORIZATION {POA/TIA) ON FILE>>>>

--- ANY MINUS BELOW SIGNIFIES A CREDIT AMOUNT ---

ACCOUNT BALANCE: 271,653.00-
ACCRUED INTEREST: Q.00 AS OF 10-09-2017
ACCRUED PENALTY: 0.00 AS OF 10-09-2017

ACCOUNT BALANCE
PLUS ACCRUALS: 271,653.00-

*#* INFORMATION FROM THE RETURN OR AS ADJUSTED *+*

NET RECEIPTS: 1,055,538,328.00
TOTAL INCOME: 419,606,047.00
TOTAL DEDUCTIONS: 698,737,725.00
NET TAXABLE INCOME: 0.00
MINTIMUM TAX AMOUNT: 1,736,446.00
PERSONAL HOLDING TAX: 0.00
ES/7004 PAYMENTS CLAIMED: 2,129,775.00-

TAX PER RETURN: 1,736,446.00
NAICS-CD:551112

09-09-2010 RETURN DUE DATE OR RETURN RECEIVED DATE (WHICHEVER IS LATER)
10-18-2010 PROCESSING DATE

TRANSACTIONS
MONEY AMOUNT
CCDE EXPLANATION DATE {IF APPLICABLE)
150 RETURN FILED AND TAX ASSESSED 10-18-2010 1736,446.00
93311-252-40249-0
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 04-15-2009 1200,000.00-
960 RECEIVED POA/TIA 0e-15-2009
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 05-15-2009 900,000.00-
716 OVERPAID CREDIT FROM PRIOR TAX PERIOD 04-15-2008 29,775.00-
460 EXTENSION OF TIME TO FILE 05-03-2010
EXT. DATE 09-15-2010
766 REFUNDABLE CREDIT 03-15-2010 13,367.00-
836 OVERPAYMENT CREDIT ELECT TRANSFERRED TO NEXT 04-15-2010 406,656.00
560 ASSESSMENT STATUTE EXPIR 03-30-2012
DATE EXTEND TO 09-14-2014
560 ASSESSMENT STATUTE EXPIR ‘- 0B-2B-2013
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PAGE NO-0002 IRS EMPLOYEE 5075986813

DATE EXTEND TO 06-30-2015

560 ASSESSMENT STATUTE EXPIR 0S-12-2014
DATE EXTEND TO 09-30-2016

290 ADDITIONAL TAX ASSESSED 02-15-2016 0.00
83354-422-15179-6 20160408

301 PRIOR TAX ABATED BY EXAMINATION 04-18-2016 271,653.00-
29347-488-30039-6

961 REMOVED POA/TIA 04-27-2017

960 RECEIVED POA/TIA 08-04-2017

960 RECEIVED POA/TIA 08-31-2017
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PAGE NO-0001 IRS EMPLOYEE 5075986813
DATE REQUESTED 09-25-2017 PRINT DATE 09-25-2017
FORM NUMBER: 1120 TAX PERIOD: DEC 2010
TAXPAYER IDENTIFICATION NuMBER: (fJess:
NEW WEI INC
% ACCOUNTS PAYABLE

3000 RIVERCHASE GALLERIA STE 1700
HOOVER AL 35244-2378-255 BODC-LM BODCLC-1

<<<<POWER OF ATTORNEY/TAX INFORMATION AUTHORIZATION (POA/TIA) ON FILE>>>>

--- ANY MINUS BELOW SIGNIFIES A CREDIT AMOUNT ---

ACCOUNT BALANCE: 25,726,647.00-
ACCRUED INTEREST: 0.00 AS OF 10-09%-2017
ACCRUED PENALTY: 0.00 AS QF 10-095-2017

ACCOUNT BALANCE
PLUS ACCRUALS: 25,726,647.00-

** INFORMATION FROM THE RETURN OR AS ADJUSTED *#

NET RECEIPTS: 1,571,7983,178.00

TOTAL INCOME: 740,137,075.00
TOTAL DEDUCTIONS: 654,404,406.00
NET TAXABLE INCOME: 0.00
MINIMUM TAX AMOUNT: 27,612,154.00
PERSONAL HOLDING TAX: 0.00

ES/7004 PAYMENTS CLAIMED: 58,806,696.00-

TAX PER RETURN: 57,618,588.00

NAICS-CD:551112

05-12-2011 RETURN DUE DATE OR RETURN RECEIVED DATE (WHICHEVER IS LATER)
10-17-2011 PROCESSING DATE

TRANSACTIONS
MONEY AMOUNT
CODE EXPLANATION DATE {(IF APPLICABLE)
150 RETURN FILED AND TAX ASSESSED 10-17-2011 57618,588.00
93311-255-40337-1
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 04-15-2010 550,000.00-~
960 RECEIVED POA/TIA 06-07-2010
660 ESTIMATEP TAX/FEDERAL TAX DEPOSIT 05-15-2010 26100,000.00-
716 OVERPAID CREDIT FROM PRIOR TAX PERIOD 0a-15-2010 406,696.00-
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 12-15-2010 31750,000.00-
460 EXTENSION OF TIME TO FILE 03-14-2011 )
EXT. DATE 09-15-2011
766 REFUNDABLE CREDIT 03-15-2011 57,959.00-
836 OVERPAYMENT CREDIT ELECT TRANSFERRED TO NEXT 04-15-2011 1246,067.00
560 ASSESSMENT STATUTE EXPIR 08-28-2013 :

DATE EXTEND TO 06-30-2015
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PAGE NO-0002 IRS EMPLOYEE 5075986813

560 ASSESSMENT STATUTE EXPIR 05-12-2014

301 PRIOR TAX ABATED BY EXAMINATION 04-18-2016 25726,647.00-
29347-488-30040-6

961 REMOVED POA/TIA 04-27-2017

960 RECEIVED POA/TIA 08-04-2017

960 RECEIVED POAR/TIA 08-31-2017
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PAGE NO-0001 IRS EMPLOYEE 5075986813
DATE REQUESTED 09-25-2017 PRINT DATE 09-25-2017
FORM NUMBER: 1120 TAX PERIOD: DEC 2011
TAXPAYER IDENTIFICATION NUMBER: @jjiRooss

NEW WEI INC

% ACCOUNTS PAYABLE

3000 RIVERCHASE GALLERIA STE 1700

HOOVER AL 35244-2378-255 BODC-LM BODCLC-1
<<<<POWER OF ATTORNEY/TAX INFORMATION AUTHORIZATION (POA/TIA} ON FILE>>>>

--- ANY MINUS BELOW SIGNIFIES A CREDIT AMOUNT ---

ACCOUNT BALANCE: 46,410,391.00-
ACCRUED INTEREST: 0.00 AS QF 10-09-2017
ACCRUED PENALTY: 0.00 AS OF 10-09-2017

ACCOUNT BALANCE
PLUS ACCRUALS: 46,410,391.00-

** INFORMATION FROM THE RETURN OR AS ADJUSTED *+*

NET RECEIPTS: 1,695,880,888.00
TOTAL INCOME: 664,322,727.00
TOTAL DEDUCTIONS: 473,071,270.00
NET TAXABLE INCOME: ¢.00
MINIMUM TAX AMOUNT: 0.00
PERSONAL HOLDING TAX: 0.00
ES/7004 PAYMENTS CLAIMED: 61,034,458.00-

TAX PER RETURN: 55,095,695.00
NAICS-CD:551112

06-28-2012 RETURN DUE DATE OR RETURN RECEIVED DATE {(WHICHEVER IS LATER)
09-17-2012 PROCESSING DATE

TRANSACTIONS
MONEY AMOUNT
CODE EXPLANATION DATE (IF APPLICARLE)
150 RETURN FILED AND TAX ASSESSED 05-17-2012 55095,695.00
93311-180-40505-2
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 04-18-2011 13300,000.00-
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 06-30-2011 28760,000.00-
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 09-15-2011 17550,000.00-
716 OVERPAID CREDIT FROM PRIOR TAX PERIOD 04-15-2011 1246,067.00-
670 SUBSEQUENT PAYMENT 08-03-2011 35.00-
460 EXTENSION OF TIME TO FILE 04-02-2012
EXT. DATE 09-15-2012
766 REFUNDABLE CREDIT 03-15-2012 75,574.00-
836 OVERPAYMENT CREDIT ELECT TRANSFERRED TO NEXT 04-15-2012 5835,881.00
250 ADDITIONAL TAX ASSESSED 04-01-2013 0.00

99354-466-15039-3 20131108
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PAGE NO-0002 IRS EMPLOYEE 5075986813

560 ASSESSMENT STATUTE EXPIR 05-12-2014

976 DUPLICATE RETURN 07-20-2015 0.00
B3977-609-05149-5

976 DUPLICATE RETURN 07-20-2015 0.00
29977-625-03860-5

309 PRIOR TAX ABATED BY EXAMINATION 04-18-2016 45737,930.00-~
29347-488-30041-6

301 PRICR TAX ABATED BY EXAMINATION 04-18-2016 672,461.00-
29347-488-30041-¢6

960 RECEIVED POA/TIA 08-04-2017

960 RECEIVED POA/TIA 08-31-2017
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/z/f//zo/z,

PAGE NO-0001 IRS EMPLOYEE 5075986813
DATE REQUESTED 09-26-2017 PRINT DATE 09-26-2017
FORM NUMBER: 1120 TAX PERIOD: DEC 2012

TAXPAYER IDENTIFICATION NUMBER: @JJi¥sos3
NEW WEI INC
% ACCOUNTS PAYABLE
3000 RIVERCHASE GALLERIA STE 1700
HOOVER AL 35244-2378-255 BODC-LM BODCLC-1
<<<<POWER OF ATTORNEY/TAX INFORMATION AUTHORIZATION (POA/TIA) ON FILE>>>»

--- ANY MINUS BELOW SIGNIFIES A CREDIT AMOUNT ---

ACCOUNT BALANCE: 25,194,160.00-
ACCRUED INTEREST: 0.00 AS QF 10-09-2017
ACCRUED PENALTY: 0.00 AS OF 10-09-2017

ACCOUNT BALANCE
PLUS ACCRUALS: 25,194,160.00-

** INFORMATION FROM THE RETURN OR AS ADJUSTED *=*

NET RECEIPTS: 1,579,936,689.00
TOTAL INCOME: 400,692,247.00
TOTAL DEDUCTIONS: 338,817,832.00
NET TAXARLE INCOME: 0.00
MINIMUM TAX AMOUNT: 3,906,392.00
PERSONAIL HOLDING TAX: 0.00
ES/7004 PAYMENTS CLAIMED: 27,764,337.00-

TAX PER RETURN: 25,562,437.00
NAICS-CD:551112

05-08-2013 RETURN DUE DATE OR RETURN RECEIVED DATE (WHICHEVER IS LATER)
10-21-2013 PROCESSING DATE

TRANSACTIONS
MONEY AMOUNT
CODE EXPLANATION DATE (IF APPLICABLE)
150 RETURN FILED AND TAX ASSESSED 10-21-2013 25562,437.00
93311-251-40210-3
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 07-31-2012 18500,000.00~
716 OVERPAID CREDIT FROM PRIOR TAX PERIOD 04-15-2012 5835,981.00-
660 ESTIMATED TAX/FEDERAL TAX DEPOSIT 09-14-2012 3250,000.00-
460 EXTENSION OF TIME TO FILE 04-01-2013
EXT. DATE 09-15-2013
170 ESTIMATED TAX PENALTY 10-21-2013 27,199.00
20134008
766 REFUNDABLE CREDIT 03-15-2013 62,615.00-
170 ESTIMATED TAX PENALTY 02-10-2014 1,565.00
20140408

290 ADDITIONAL TAX ASSESSED 02-10-2014 0.00

*****************************CONTINUED ON NEXT PAGE***kktdthkkhhkhhkdkhhrhhbbhrhidk
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PAGE

276
976
309
301

960
960

/2 /5//20 /2

NO-0002

29354-416-15177-4 20140408
DUPLICATE RETURN
93311-195-40245-5

DUPLICATE RETURN
29977-625-03859-5

PRIOR TAX ABATED BY EXAMINATION
29347-488-30043-6

PRIOR TAX ABATED BY EXAMINATION
29347-488-30043-6

RECEIVED POA/TIA

RECEIVED POA/TIA

IRS EMPLOYEE 5075986813

07-14-2015 0.00
07-14-2015 0.00
04-18-2016 21831,044.00-
04-18-2016 1305,721.00-
08-04-2017
08-31-2017
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PAGE NO-0001 IRS EMPLOYEE 5075986813
DATE REQUESTED 09-22-2017 PRINT DATE 09-22-2017
FORM NUMBER: 1120 TAX PERIOD: DEC 2014
TAXPAYER IDENTIFICATION NUMBER: (jjj#ossa
NEW WEI INC
% ACCOUNTS PAYABLE

3000 RIVERCHASE GALLERIA STE 1700
HOOVER AL, 35244-2378-255 BODC-LM BODCLC-1

<<<<POWER OF ATTORNEY/TAX INFORMATION AUTHORIZATION (POA/TIA) ON FILE>>>>

--- ANY MINUS BELOW SIGNIFIES A CREDIT AMOUNT ---

ACCOUNT BALANCE: 128,106.00-
ACCRUED INTEREST: 0.00 AS OF 10-02-2017
ACCRUED PENALTY: 0.00 AS OF 10-02-2017

ACCOUNT BALANCE
PLUS ACCRUALS: 128,106.00-

** INFORMATION FROM THE RETURN OR AS ADJUSTED =**

NET RECEIPTS: 1,209,454,779.00
TOTAL INCOME: 177,248,196.00
TOTAL DEDUCTIONS: 449,230,936.00
NET TAXABLE INCOME: 271,982,740.00-
MINIMUM TAX AMOUNT: 0.00
PERSONAL HCOLDING TAX: g.00

ES/7004 PAYMENTS CLAIMED: 0.00
: TAX PER RETURN: 0.00
NAICS-CD:551112

07-14-2015 RETURN DUE DATE OR RETURN RECEIVED DATE (WHICHEVER IS LATER)
08-24-2015 PROCESSING DATE

TRANSACTIONS
MONEY AMOUNT

CODE EXPLANATION DATE {IF APPLICABLE)}
150 RETURN FILED AND TAX ASSESSED 08-24-2015 0.00

93311-195-40840-5
460 EXTENSION OF TIME TO FILE 03-30-2015

EXT. DATE 09-15-2015
700 OVERPAID CREDIT APPLIED 03-15-2014 64,816.00-

1120 201312
766 REFUNDABLE CREDIT 03-15-2015, 63,290.00-
960 RECEIVED POA/TIA 0B-04-2017
960 RECEIVED POA/TIA 08-31-2017

= GOVERNMENT
:  EXHIBIT
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UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ALABAMA

SOUTHERN DIVISION
IN RE: ) Chapter 7
NEW WEI INC., ET AL., 3 Case No. 15-02741-TOM7
Debtors. % Jointly Administered
HILLSBOROUGH HOLDINGS CORP., ;
Plaintiff, g
V. ; Adv. Proc. No. 15-00127-TOM
UNITED STATES OF AMERICA, ;
Defendant. %

FINAL JUDGMENT

By agreement of Andre' M. Toffel, in his capacity as the Chapter 7 Trustee of the estates of
New WEI, Inc., and on behalf of the debtor/plaintiff, New WEI, Inc. (formerly, Walter Energy, Inc.
and Walter Industries, Inc.), as successor in interest to Hillsborough Holdings Corporation, and the
claimant/defendant, United States of America, and for good cause shown, it is ORDERED,
ADJUDGED and DECREED that:

1. As of December 19, 2014, the amount of the unpaid federal consolidated income tax
liabilities of Hillsborough Holdings Corporation and its affiliates (the “HHC Group”) for the

following tax years is, as follows:

Tax Liability
Tax Year as of December 19, 2014
8/31/1983 $ 0.00
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Tax Liability

Tax Year as of December 19, 2014
8/31/1984 79,165,799.33
8/31/1985 36,571,037.41
8/31/1986 6,484,950.92
8/31/1987 37,191,939.69
5/31/1988 0.00
5/31/1989 0.00
5/31/1990 0.00
5/31/1991 6,994,989.85
5/31/1992 4,044,984.66
5/31/1993 11,665,887.45
5/31/1994 361,847.44
5/31/1995 0.00

Total $ 182,481.436.75
2. Interest shall accrue from December 19, 2014, at a rate of 11 percent compounded

quarterly, on the amounts listed, above (reduced by any payments received on said amounts after
December 19, 2014) for the tax years ended 8/31/1984, 8/31/1985, 8/31/1986, and 8/31/1987 until

fully paid.
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3. Interest shall accrue from December 19, 2014, at the floating rate provided in
Section 6621 of the Internal Revenue Code (26 U.S.C.), on the amounts listed, above (reduced by
any payments received on said amounts after December 19, 2014) for the tax years ended
5/31/1991, 5/31/1992, 5/31/1993, and 5/31/1994 until fully paid.

4. The tax liabilities in this adversary proceeding identified, above, will maintain their
priority status in any subsequent case, including, but not limited to this bankruptcy case and any
other subsequent bankruptcy case.

5. Payment of the amounts listed, above (reduced by any payments received on said

amounts after December 19, 2014), plus interest thereon, is immediately due and owing upon entry

of this judgment.
6. The Court retains jurisdiction to enforce the parties’ settlement and this judgment.
7. Each party shall bear its own costs, including any attorneys’ fees and expenses.
Dated:

TAMARA O. MITCHELL
United States Bankruptcy Judge
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