
26 CFR 601.201: Rulings and determination letters.
(Also Part I, §29.)

Rev. Proc. 2001–34

SECTION 1.  PURPOSE

.01 This revenue procedure modifies
Rev. Proc. 2001–30, 2001–19  I.R.B.
1163, which provides the circumstances
under which the Internal Revenue Service
will issue private letter rulings regarding
whether a solid fuel produced from coal is
a qualified fuel under § 29(c)(1)(C) of the
Internal Revenue Code.  The circum-
stances necessary for the Service to issue
a private letter ruling include the presence
of coal feedstock particles no larger than a
specific size, and the performance of spe-
cific activities in processing the feedstock
in order to effectuate a significant chemi-
cal change.

.02 Rev. Proc. 2001–30 is modified to
expand the range of sizes of coal feed-
stock and to eliminate one particular ac-
tivity as a  necessary part of a process that
results in a qualified fuel.

SECTION 2.  MODIFICATIONS

.01 Section 3 of Rev. Proc. 2001–30 is
modified by deleting the word “entirely”
after the phrase “The feedstock coal con-
sists”, adding the phrase “the majority of
which, by weight, are” after the word
“particles”, and substituting “3/8” for
“1/8” in the first condition.

.02  Section 3 of Rev. Proc. 2001–30 is
also modified by deleting the phrase “fol-
lowing an acid bath” after the word
“monomers” in the second condition.

.03  Section 3 of Rev. Proc. 2001–30,
as modified, is set forth below as Section
3 of this revenue procedure.

SECTION 3.  PROCEDURE

The Service will issue rulings that a
solid fuel (other than coke) produced
from coal is a qualified fuel under
§ 29(c)(1)(C) if the conditions set forth
below are satisfied and evidence is pre-
sented that all, or substantially all, of the
coal used as feedstock undergoes a signif-
icant chemical change.  The conditions
are that:

1. The feedstock coal consists of coal
fines or crushed coal comprised of parti-

cles the majority of which, by weight, are
no larger than 3/8 inch;

2. The feedstock coal is thoroughly
mixed in a mixer: (a) with styrene or other
monomers, (b) with quinoline (C9H7N) or
other organic resin and left to cure for
several days, (c) with ultra heavy hydro-
carbons, or (d) with an aluminum and/or
magnesium silicate binder following heat-
ing to a minimum temperature of 500 de-
grees Fahrenheit; and 

3. The treated feedstock is subjected to
elevated temperature and pressure that re-
sults in briquettes, pellets, or an extruded
fuel product, or the taxpayer represents
that the omission of this procedure will
not significantly increase the production
of the facility over the remainder of the
period during which the § 29 credit is al-
lowable.

SECTION 4.  EFFECTIVE DATE

This revenue procedure applies to all
ruling requests, including any pending in
the national office and any submitted after
the date of publication of this revenue
procedure.

SECTION 5.  EFFECT ON OTHER
DOCUMENTS

Rev. Proc. 2001–30 is modified. 

DRAFTING INFORMATION

The principal author of this revenue
procedure is David McDonnell of the
Office of Associate Chief Counsel
(Passthroughs and Special Industries).
Other personnel from the IRS and Trea-
sury participated in its development.  For
further information regarding this revenue
procedure, contact Mr. McDonnell at
(202) 622-3120 (not a toll-free call). 

to be used by issuers of qualified mort-
gage bonds, as defined in § 143(a) of the
Internal Revenue Code, and issuers of
mortgage credit certificates, as defined in
§ 25(c), in computing the housing cost/in-
come ratio described in § 143(f)(5). 

SECTION 2. BACKGROUND

.01 Section 103(a) provides that, except
as provided in § 103(b), gross income
does not include interest on any state or
local bond.  Section 103(b)(1) provides
that § 103(a) shall not apply to any private
activity bond that is not a “qualified
bond” within the meaning of § 141.  Sec-
tion 141(e) provides that the term “quali-
fied bond” includes any private activity
bond that (1) is a qualified mortgage
bond, (2) meets the volume cap require-
ments under § 146, and (3) meets the ap-
plicable requirements under § 147.

.02 Section 143(a)(1) provides that the
term “qualified mortgage bond” means a
bond that is issued as part of a “qualified
mortgage issue”.  Section 143(a)(2)(A)
provides that the term “qualified mort-
gage issue” means an issue of one or more
bonds by a state or political subdivision
thereof, but only if (i) all proceeds of the
issue (exclusive of issuance costs and a
reasonably required reserve) are to be
used to finance owner-occupied resi-
dences; (ii) the issue meets the require-
ments of subsections (c), (d), (e),
(f), (g), (h), (i), and (m)(7) of § 143; (iii)
the issue does not meet the private busi-
ness tests of paragraphs (1) and (2) of
§ 141(b); and (iv) with respect to amounts
received more than 10 years after the date
of issuance, repayments of $250,000 or
more of principal on financing provided
by the issue are used not later than the
close of the first semi-annual period be-
ginning after the date the prepayment (or
complete repayment) is received to re-
deem bonds that are part of the issue.  

.03 Section 143(f) imposes eligibility
requirements concerning the maximum in-
come of mortgagors for whom financing
may be provided by qualified mortgage
bonds.  Section 25(c)(2)(A)(iii)(IV) pro-
vides that recipients of mortgage credit
certificates must meet the income require-
ments of § 143(f).  Generally, under
§§ 143(f)(1) and 25(c)(2)(A)(iii)(IV),
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