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Sub-Chapter 17

Coal Consumption Tax Credit

42.25.1701  DEFINITIONS  The following definitions apply to this sub-chapter:

(1)  "Third party intermediary" means any individual, corporation, partnership, subsidiary, or other entity which purchases coal on behalf of, or for the benefit of, another party.  Any coal purchased by a third party intermediary is considered to be a purchase by a broker and not a qualified purchaser.  In determining eligibility for the tax credit, if a qualified purchaser purchases coal from a third party intermediary, that purchase will be included in either the base or current consumption level depending when that purchase occurred.  Any partner or joint owner of a coal using facility who purchases coal on behalf of, or for the benefit of, another partner or joint owner of that facility is included in the definition of a third party intermediary. However, this only applies to the partner or joint owner who purchased coal on behalf of, or for the benefit of, another partner or joint owner.  (History:  Sec. 15-35-122, MCA; IMP, Sec. 15-35-103, MCA; NEW, 1986 MAR p. 125, Eff. 1/31/86; AMD, 2000 MAR p. 2988, Eff. 10/27/00.)
42.25.1702  BASE CONSUMPTION LEVEL DETERMINATION - JOINTLY OWNED FACILITIES  (1)  Separate consumption levels will be determined for each partner in a jointly owned coal using facility.  Each partner will be allocated a portion of the facility's total consumption based either on actual coal consumed by each partner, electrical generation received, percentage ownership, or any other reasonable method determined by the department.  A joint owner's share of the consumption from a jointly owned coal using facility will be added to other Montana coal purchases by that purchaser to determine the total base level consumption for that purchaser. (History:  Sec. 15-35-122, MCA; IMP, Sec. 15-35-102, MCA; NEW, 1986 MAR p. 125, Eff. 1/31/86; AMD, 2000 MAR p. 2988, Eff. 10/27/00.)
42.25.1703  BASE CONSUMPTION LEVEL - SALE OF INTEREST 

(1)  If base consumption levels are adjusted according to this rule, a purchaser of a coal using facility or an interest in a facility is a qualified purchaser for coal used in that facility.

(2) When an interest in a coal using facility is transferred, sold, or disposed of in any manner, the department shall assign to the acquiring party a proportionate share of the base consumption level attributable to that facility and reduce 
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the consumption level by an equal amount for the party selling the interest.  (History:  Sec. 15-35-122, MCA; IMP, Sec. 15-35-102, MCA; NEW, 1986 MAR p. 125, Eff. 1/31/86; AMD, 2000 MAR p. 2988, Eff. 10/27/00.)

42.25.1704  ELIGIBILITY FOR TAX CREDIT  (1)  A joint owner will be eligible for the tax credit provided according to 15-35-202, MCA, if the joint owner's total purchases of Montana coal, including the joint owner's share of the coal consumed by the jointly owned coal using facility, exceed the joint owner's base consumption level.  A joint owner's share of coal consumed by a jointly owned facility will normally be determined for purposes of the tax credit computation in the same manner used to determine the base consumption level.  However, if the department determines that the method used to determine a joint owner's base consumption level no longer properly reflects a joint owner's share of current level consumption, the method used to determine a joint owner's current consumption share will be changed.  However, once determined, a joint owner's base consumption level will not be modified except as provided under ARM 42.25.1703.  (History: Sec. 15-35-122, MCA; IMP, Sec. 15-35-202, MCA; NEW, 1986 MAR p. 125, Eff. 1/31/86; AMD, 2000 MAR p. 2988, Eff. 10/27/00.)

42.25.1705  APPLICABLE TAX RATES  (Is Hereby Repealed.) (History:  Sec. 15-35-122, MCA; IMP, Sec. 15-35-103, MCA; NEW, 1988 MAR p. 1990, Eff. 9/9/88; REP, 2000 MAR p. 2988, Eff. 10/27/00.)

42.25.1706  IMPUTED VALUATION FOR REFINED COAL  (1)  For purposes of the coal severance 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.

(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 is the price of such coal as established by the market price reflecting the selling price of coal with like characteristics within the region, as determined by spot sales or other methods reflecting 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.  15-35-122, MCA; IMP, Sec. 15-35-107, 

42-2580
12/31/00
ADMINISTRATIVE RULES OF MONTANA


NATURAL RESOURCE TAXES
42.25.1708

MCA; NEW, 1988 MAR p. 2406, Eff. 11/11/88; AMD, 2000 MAR p. 2988, Eff. 10/27/00.)

42.25.1707  DETERMINATION OF CONTRACT SALE 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 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 the amount that the operator 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)  The above formula should be applied to each contract individually with the exception of those contracts for which the department must impute value.  The resource indemnity trust tax and the gross proceeds tax deductions shall be the actual amount charged to the purchaser.  (History:  Sec. 15-35-122, MCA; IMP, Sec. 15-35-103, MCA; NEW, 1988 MAR p. 2406, Eff. 11/11/88; AMD, 2000 MAR p. 2988, Eff. 10/27/00.)

42.25.1708  IMPUTED VALUATION  (1)  The department may impute the value when coal is sold or used under the following circumstances:

(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 that is not an arm's length agreement, and the transaction price is less than market value; or

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

(2)  Market value means the FOB mine price of a similar ton of coal, as established by the 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) above unless the price differential is more than 10 cents/ton or 1% of FOB mine price, whichever is higher.
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(4)  Contract data provided by the producer in question will be used whenever possible.  (History: Sec. 15-35-122, MCA; IMP, Sec. 15-35-107, MCA; NEW, 1988 MAR p. 2406, Eff. 11/11/88; AMD, 2000 MAR p. 2988, Eff. 10/27/00.)
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