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42.25.503

Sub-Chapter 5

Gross Proceeds Tax on Coal Production

42.25.501  DEFINITIONS  (1)  "Agreement not at arm's length" is defined as an agreement between two parties when there are business relationships other than the agreement between the buyer and seller which in the opinion of the department have influenced the sales price.

(2)  "Contract revenue" is defined as the total receipts or accruals from all sales of coal during the reporting period.

(3)  "Contract sales price" is defined as FOB mine price less production taxes included by the producer in the sales price to pay taxes on production or a price imputed by the department of revenue according to ARM 42.25.512.

(4)  "FOB mine price" is defined as contract revenue exclusive of all shipping expenses or any other expense incurred by the producer after the coal has been crushed to size and loaded for shipment.

(5)  "Market value" is defined as an amount determined by multiplying "FOB mine price" of a similar ton of coal, as fixed on the market place, by the number of tons of coal sold.

(6)  "Production taxes" is defined as the resource indemnity trust tax, severance tax, and the gross proceeds tax. (History:  Sec. 15-23-108, MCA; IMP, Title 15, Ch. 23, part 7, MCA; NEW, Eff. 3/7/76; AMD and TRANS, from ARM 42.22.2101, 1986 MAR p. 2079, Eff. 12/27/86.)

42.25.502  FILING REQUIREMENTS  (1)  Each year on or before March 31, all persons engaged in mining coal in this state are required to compute and file the department of revenue form "gross proceeds #1" reflecting the preceding calendar year production.  All information requested on this form must be furnished and the form must be signed by an officer of the firm mining the coal.

(2)  A person who sells coal under a contract which is not an arm's length agreement must comply with subsection (1) and must upon request of the department furnish a copy of his federal income tax return and copies of his current sales contracts.

(3)  A person who is producing coal and who uses the production in his own manufacturing and/or energy conversion process must comply with subsections (1) and (2).  (History: Sec. 15-23-108, MCA; IMP, Sec. 15-23-701, MCA; NEW, Eff. 3/7/76; AMD and TRANS, from ARM 42.22.2102, 1986 MAR p. 2079, Eff. 12/27/86.)

42.25.503  FAILURE TO FILE  (1)  Any person producing coal in this state must, on or before March 31 each year, file with the department of revenue a coal gross proceeds tax return for coal produced in the preceding calendar year.
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(2)  Any person refusing or neglecting to file after receipt of demand by the department will have the value of his coal computed by the department for gross proceeds tax purposes according to ARM 42.25.512.  (History:  Sec. 15-23-108, MCA; IMP, Sec. 15-23-701, MCA; NEW, Eff. 3/7/76; AMD and TRANS, from ARM 42.22.2103, 1986 MAR p. 2079, Eff. 12/27/86; AMD, 1988 MAR p. 1539, Eff. 7/15/88.)

Rules 42.25.504 through 42.25.510 reserved.

42.25.511  DETERMINATION OF CONTRACT SALES PRICE  (1)  The department shall consider the date the coal is loaded for final transportation to the purchaser as the time for determining the contract sales price of the coal.  To arrive at FOB mine price any shipping or any other expenses incurred after the coal is prepared for shipment may be excluded from the contract revenue. The contract sales price will be determined by deducting from FOB mine price or a value imputed by the department:

(a)  the allowance for federal, state and Indian royalties;

(b)  the processing allowance resulting from imputing value according to ARM 42.25.515; and

(c)  the amounts charged to the purchaser to pay taxes on production.

(2)  In computing production taxes the operator may include that amount which he expects to pay or the amount charged to the purchaser.  If the taxes actually paid on the production are more or less than the production taxes deducted and affect the contract sales price, the difference shall be an adjustment in production taxes deducted for the following year.

(3)  Contract sales price should be computed for each contract individually with the exception of those contracts for which the department imputes value.  The resource indemnity trust tax and the gross proceeds tax deductions shall be the actual amount charged to the purchaser.  (History:  Sec. 15-23-108, MCA; IMP, Sec. 15-23-701 and 15-23-702, MCA; NEW, Eff. 3/7/76; AMD and TRANS, from ARM 42.22.2111, 1986 MAR p. 2079, Eff. 12/27/86; AMD, 1988 MAR p. 2405, Eff. 11/11/88.)

42.25.512  IMPUTED VALUATION  (1)  When coal is sold or used under the following circumstances, the department may impute the value:

(a)  the operator of a coal mine is using the produced coal in an energy conversion or other manufacturing process;

(b)  a person sells coal under a contract which is not an arm's length agreement and the transaction price is less than market value;

(c)  the person neglects or refuses to file a statement.

(2)  The department will consider market value to mean the FOB mine price of a similar ton of coal, as established by the 
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marketplace.  In determining said FOB mine prices, the department will consider the contract term, tonnage, quality, Btu rating, and any other appropriate comparability criteria.

(3)  The department will not impute a value according to (1)(b) unless the price differential is more than 10 cents/ton or 1% of FOB mine price, whichever is greater.

(4)  The department will maintain the confidentiality of all comparable contract data and will use contract data provided by the producer in question whenever possible.  (History:  Sec. 15-23-108, MCA; IMP, Sec. 15-23-701 and 15-23-702, MCA; NEW, Eff. 3/7/76; AMD and TRANS, from ARM 42.22.2112, 1986 MAR p. 2079, Eff. 12/27/86; AMD, 1988 MAR p. 1540, Eff. 7/15/88.)

42.25.513  TAXABLE VALUATION  (1)  On or before July 1 each year the department will submit taxable valuations for each operating coal mine to the department's agent in the county where the coal was produced.

(2)  In arriving at a taxable valuation the department will

apply 45% for strip mines and 33-1/3% for underground mines to the contract sales price or imputed valuation.  (History:  Sec. 15-23-108, MCA; IMP, Sec. 15-23-702, MCA; NEW, Eff. 3/7/76; AMD and TRANS, from ARM 42.22.2113, 1986 MAR p. 2079, Eff. 12/27/86.)

42.25.514  RIGHT TO AUDIT  (1)  The department may examine records of coal companies, including contracts for the sale of coal, to determine whether the price of coal as reported is the result of an agreement not at arm's length.  The department will, if necessary, examine operator's records as they pertain to gross proceeds, make all adjustments required, and transmit the adjustments to the department's agent in the county and to the operator.

(2)  The department also has the right to summon witnesses to appear and give evidence and to produce records, books, papers, and documents relating to any matter which the department shall have the authority to investigate and determine.  Records obtained from the operator shall be considered confidential.  (History:  Sec. 15-23-108, MCA; IMP, Title 15, Ch. 23, part 7, MCA; NEW, Eff. 3/7/76; AMD and TRANS, from ARM 42.22.2114, 1986 MAR p. 2079, Eff. 12/27/86.)

42.25.515  IMPUTED VALUATION FOR REFINED COAL  (1)  For purposes of the coal gross proceeds tax, the department may, or shall at the request of the taxpayer, impute the value of coal which has been refined by drying, cleaning, or other processing designed to improve the quality of the coal.  Refined or refining does not include transportation of the coal from the point of extraction to the point of shipment or to the boiler, nor any normal preparation process leading to shipment of coal.
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(2)  The imputed value of refined coal will approximate market value FOB mine of similar type coal after primary and secondary crushing where drying, cleaning, or other further processing has not occurred.  The FOB mine price of similar type coal means the price of such coal as established by the market place at the time the sale for the refined coal occurs.  The price will reflect the selling price of coal with like characteristics within the region, as determined by spot sales or other methods which reliably reflect the market value of unrefined coal at the time the sale of refined coal occurs.

(a)  Example:  Refined coal is sold for $12/ton.  The FOB price of similar type coal where drying, cleaning, or further processing has not occurred is $10/ton.  The imputed value is $10/ton.  (History:  Sec. 15-35-111, MCA; IMP, Sec. 15-35-107, MCA; NEW, 1983 MAR p. 1834, Eff. 12/16/83; AMD and TRANS, from ARM 42.22.2115, 1986 MAR p. 2079, Eff. 12/27/86; AMD, 1988 MAR p. 2406, Eff. 11/11/88.)

Sub-Chapters 6 through 9 reserved
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