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26 CFR Parts 48, 154, and 602
[T.0. 3042)

Manufacturers Excis¢ Taxes on
Sporting Goods and Flrearms and
Other Administrative Provisions of
Special Application 1o Manutacturers
and Retlaiters Excise Taves; Reporting
and Recordkeeplng Requirements

AGENCY: Iniermnal Revenue Service,
Treasury. ’
ACToN: Final regulations.

SUMMARY: This docuinent contains final
regulations which revise and update the
regulations on manufacturers excise
texes on sporling goods and firearms
and other administrative provisions
especially applicable to manufacturers
ang retailers excise taxes. These
amendments revise and update Part 48
to achieve greater clarity and conform
the regulations lo nwnerous
amendmenls o the [nternal Revenye
Code of 1954 made afller 1564. These
regulations provide necessary guidance
1o the public for compliance with the
law.

DATES: Effective Avgus) 8. 1985, excep!
as ptherwise provided. the smendments
made by this document are applicable to
transaclions made alter December 31,
1834,

FOR FURTHER INFORMATION CONTACT:
Ada 5. Rousso of the Legislalion and
Regulalions Division, Office of Chief
Counsel, Intermal Revenue Service, 1111
Conslitulion Ave.. NW. Washinglon.
D.C. 20224—{Allention: CC:LR:T: 202-
566--4335, nof a toll-free cali}.

SUPPLEMENTARY (INFORMATION:
Background

On lanuary 5. 1583, the Federal
Register published proposed
amendmenis 1o the Manulaciurers and
Retailers Excise Tgx Fegulations (28
CFR Part 48) under secliona 4367, 4181,
41BL. 8011, 6071, 60BY. 6051, 8101. 8103,
9151, £161, B208. 6302, 5412, 5416, 6420,
B421, 6424, 6427 and 68675. Subsequent to
4he publication of the proposed
smendments, cerlain changes to the
applicable law were made by the
Highway Revenue Act of 1982 (96 Stat.

2781} and the Tax Reform Act of 1884
{98 Stal. 494). These final regulations
have been revised to reflect those
changes to the law. A public bearing
was neither held nor requested. One
commeni wap received which suggested
tha! the proposed regulation provided
that the customer who either reloads hiz
own cartridges or has anothet person
reload the certridges for him would be
liable for the excise tax an the reloaded
cartridges. However, that was not the
proper interpretation. The proposed
regulation merely provided that the
customer who has cartridges relcaded
wauld be liable for excise 1ax only in
the svenl that the customer thereafter
sald the reloaded cariridge. The use by
the customer is not subject ta the tax
because of the persanal use exemption
under section 4218.

The existing regulation provides that a
price readjustment to th urchaser is.
made when the price of a,: article oa
which tex has been paid is later
readjusied because the article or its
covering of container is returned or
repossessed. or a bona fide discount
rebale or allowance against the szles
ptice is made. That part of the tax which
is proportionate Lo the pari of the price
which is repaid or credited to the
purchaser is considered to be an
overpayment. Comments from withia
the Service indicated that the propesed
regulation on the determination of &
price readjustment wes unclear after an
example relating 1o a bona fide
discount, rebate or allowance waa
dcleted in the proposed regulation.

Since no change was intended with
regard 1o @ determination of price
readjustment, exomple {1} of
§ 48.6416(b)(1)-2{e)(1) is reinserted in
the final regulation.

Statutory Amendments Rellected in the
Final Regulations -

Many statutory changes enacted after
1964 have not previoualy been reflected
in Part 48 of the regulations. The 1able
set forth below enumerates the statulory
changes reflecied in these fina)
regulations. The section numbers on the
left margin list the sections of the Code
1o which the statutory changes relate.

4181: 7. Section 201 of the Act of Oclober
25,1972, Pub. L ¥2-$38. 85 Stat. 1173, relating
o the imposilion of tax on bows and arows,
The amendments to the regulations made
under section 21 shall spply with respect {0
anticles soid by the manufaciurer, producer.
ot imparies on of after July 2, 191,

8208 1. Section 207(d)[3} of the Airport and
Airway Development Act of 1970, Pub. L #1~
258, 64 Stat. 219, relaling to rules applicable
1o exceadive claims. The amendments 1o the
regulaliony made under section 207{d)13)
shall apply wilth respect 10 sajes msde on or
sfier July 1, 1970

Section 202{c]|(2}{A) of the Bxcise Tax
Reduciion Act of 1085 Pub. L 2044, 79 Siat.
138, relatling 10 special rules applicable 10*
excessive claima The amendments Lo the
regulations madeunder section 202{c)(2)(A)
shall apply only with respect 10 lubricaling
oil pleced in uee sfter December 31, 1965,

6412: 1. Section 502[c) of the Federsl Aid
Highway Act of 1978, Pub. L. 95-599, 82 Suat.
2089, relating to fioor sock refunda.

Z Seclion 303(b) of the Federal Aid
Highway Act of 1970. Pub. L B4-250 60 Stai
425, relating to floor stock refunds.

8418- 1. Sections 205(b) (3] and [4) and
207{d}(4) through (d)(?] of the Airport and
Airway Revenue Act of 1970. Pub. L n-25a.
B4 Stat 210, allowing refund ar credit of
gapaline laxes when gasoline is used in the
production of special fuels. The regulations
under sections 205¢h} (3} and (4) and 2a7(8}(4)
through (d}{7) sre effective afler june 30, 1970.

Z. Section 302 of the Excise, Extate and Gift
Tax Adjustment Act of 1970, Pub. L #1-814,
B4 Stal. 1838. modifying the refund and credit
provisions for the use of new tax-pwid
camponent parta in furthe: manufacture. The
regulations under section 302 are effective for
claimp filed after December 31, 1978, but oaly
if the Rling of the ¢laim is not barred on
January 1. 1971, by any law or ruie of law,

1. Sections 401{aJ(3){C} and #(g}t8] of the
Revenue Act of 1971, Pub. L 82-178, 85 Stal.
497, allowing & refund or credit for certain
trash containers. The regulations under
section #01{8){3)(c] and 40L{g(6) are eiTective
with respect to arlicles sold alier December ».
10,1971

4. Seclions 1904{b] (1) and [2). 18G6[a}(24].
1906(b}{13)(A) snd 2108 of the Tax Reform
Act ol 1976, Pub. L. 94455, 90 Siat. 1520,
elimingling numerous desdwaod provisjons
and allowing refund or cradil for certain truck
parta and sccesaories. The regulations under
sections 1904{b] (1) snd (2], 1906(a)[24)iA)
and 1906(BI[13){A) are effective afier January
31. 1577, The regulations under section
1908{a)(24WB)(i} are effective with respect to
unes or resales for use of liquids ahier
December 31. 1978, The regulations under
section 2106 are effective with respect o
parts and eccessories sold afier October 4.
1576.

5. Section 2{b){4} of the Black Lung Benefits
Revenue Act of 1977, Pub, L 95-227, 92 Stal.
11. modifying the refund and credit
pravisions for the excise tax on coal. The
regulations under section 2(b)(4] are effective
wilh respect 10 sales after March 31,2970,

8420: 1. Section B09(a) 1he ExCite Tox
Reductinn Act of 1965. Pub. L. 8544, 74 Siat
136, relating to income lax credil in Yieu of
paymenl with respect lo gesoline used on
farmns. The regulations under seclion 80%(s}
are eflective with respect io gasoline used on
ar alier July 1, 1965.

2. Section 207(b) of the Airport and Airwey
Development Act of 1970. Pub. L 91-258 84
Stal. 216, relating to the time for filing claima
under section 56420 The regulations under
seclion 207(b) are efTective with respect 10
tuxable years ending afier fune 30, 1970

3. Seclion 3|a] of the Act ef Oclober 14,
1478, Pub. | 95-458, 92 Stat. 1257, releling (o
entillement of aerial spplicators to refund of
gasoline 1ax in cerlain cases. The pegulanons
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under sectiom ¥a) are efective for gasolme
wied afiey Warck 31, 1979

B421: 1.Section #02([b] of the Extise Tax
Reduchion Acl of 1965 Pub. L BG4, 79 Stat.

138, relating Yo income tax credi| is B of
payment with respect to gaaoiine used for
carain nonhighway purpases or by foxal
trenisit syntems. The regulations ynder
section BOFL] are eflective with respect to
graotine naed after June M 1963,

2 Section 25(b)(1) of the Arport and
Airway Developmen? Act of 1070, Pub. L 91—
Z58, M Siat, 119, relatingdo credis or refand of
gancline uzred un w Faalin an sircralt (other
than aircrall o non-commestisl sviniion).
The regulations ander section 205(5)11) re
eflactive after fune 30, 1970

3. Sechion 2071b) o the Aupart and Arway
Developrnerm Aet of 1970, Pub. L 1-2%8, B4
Sia1. 219 relating \o the tirve for filung caims
under section 5421, The regulations under
section 207(b} are effective lor taxable yanrs
ending sfler Juse 30, 1970,

4. Seclion 222{a}{1) of the Energy Tax Ac!
of 1976, Pub. L 95-618. 52 Stat. 9174, relating
ta refund or credil of tax op gasoling used in
a qualTied business use. The regulation:
undar section 222 2)}1) are effective with
respecl to uaes 8fter December 31, 1678,

5. Section Z33{a}1]) of itbe Energy Tax Act
of 1975, Pub. L $5-618. 92 SinL 3174, relaling
Lz repayment of tax on gasoline wsed in
imercily, bocal ot schoo! buser. The
regulanans under seclion 233{a)[1) are
effective wilh respect 1o uses aftor November
3. 1978,

& Secnion 108{c)(1] af the Tecknical
Correchions Act of 1972 Pub. L o622 &
Stul. 154. relabting to repaymend of Lax on
gasoline uned in veseels employed in Bee
fisheries or the whaling business The
regulations under eection 108[c){1) are
effective with reapect to user after Dacember
31,1578,

8424: 1 Sectian 202(b) of the Excise Tax
Reduction Act of 1965, Pub. L 3544, 79 Stat
136. relating to refund or oredit of tax on
lubricaliog oil mot veed in highway motor
vehicles. The regulalinns under section 202(b)
are effective wilh respect to lubrizating oil
piaced 1B use 1fer December 11, 1065,

2 Section 207[b} of the Airport and Airway
Development Act of 1970 Pub L 91-258. 54
S1al. 2%, relating to the time for Fling claing
under secton 8424, The regulations under
section M07Th) are efiective for taxable yeurn
ending after June 30, 1970,

3. Seciion 23Mb)1} of the Energy Tax Act
of 1978 Pub. L. 85814, 82 Siat. L4, telating
to credi o refund of 1ax on Iubricating eil
vaed in g qualified business use orin &
qualified bus.

8427:1. Section 2077a) of the Ajmort and
Alrway Development Act of 1970, Pub. L 91—
Z58. B4 St 19, relating to credil or refand of
tax on gassline and gpecial fuels used for
certain purposes. The regulations under
pection 207[a} are effective wilh respect to
imxsble yrars ending afles June 38, 1070,

1 Section Hb) of the Aci of Octabar 74,
1970 Put 1 95458 92 51at, 1257, relaling 1o
entitlement of serial spplizators to refunds of
special buely tax in cartain cates. The
regulations under aection (b} are effective
for gaschine vued afer March 31, 159%

8675 1. Section 302{c){3](A] of the Excine
Tax Reduction Act of 1665, Pub. L. 85-44. 79

Stet. 138, relanmg e civil penalry Tar
ex ceasive caircs ender sechan 8424 with
respectio uberics Bng ol The regulations
under seclion 202(c){3)(A) are efiective with
respet! 1o oif used wiler Decernber 31, 1965,
2. Section 2071d}{8) of the Airpurt and
Alrwsy Develapmerd Act of 1976 Pwb. L. 41—
258, B4 Siat. 219, relsling 1o vl penahy for
excessive claims under section B427 with
Tespedt 1o fuels nol weed [or taxable
purposes. The regulsiiony ender section
207(d)a]} are eflective after June 30, 1870.

Statriory Amendments Nol Refiected in
the Fina! Regulations

The table ret forth below enumerates
the post-1964 fatylory changes relaling
lo manufacturers and retailers excise
taxes which are no! reflected in these
final regulations.

4181 1. Sections 1015 wnd 1017 of the Tax
Reform Act of 1984 relating 1o 1axes on the
aa¥e of sporl fishing equipment and certain
wrows, These amendments are expected to
be the subject of another regulation project

4162: 1. Seclion 1015(b] of the Tox Reform
Acl of 1984 relsting 106 definitions of sport
fishing equipmen! and Lhe teatment of
certain resales. This smendment will be the
subject of ancther regulation project.

&302: 1. Section 1015(c) of Lhe Tax Refom
Act ol 1954 relating o the time fot payment of
manufaciurery exdse lax on spart fishing
equipment. The smendment wrill be the
subject of another regulation project.

O416: 1. Sections 201(¢}{3). 232(b) and 233
{cX2) of the Energy Tax Act of 1976 relating
to the refund and ccedil provisioos for \read
rubber, tires, mnet tohes, and certain para
apd accessories of sutomobile buses wand
ligh\-duty trucks. These amendmenis are the
subjeci of another regulation project.

Z Section 100(c) (Z}{A}{Z){B) and [c)[I}-
{e){4) of the Technical Corrections Act of 1979
relating 10 the rehund and oedil pravisions
for lubriceting pil, tires. and inner tebey. This
smendment in the subject of another
regulation project.

3. Sections 1(n<bH2)D} and 4ic) of the
Act of December 24, 1980, Pub. L 96-596, 84
S:al. 3485 relating lo ke refund and credit
provisions for tax peid on tewd rubber used
ir recapping or retresding v tre. These
smendmenls are the subject of another
regula tion project

B427: 1. Section (1){b) of the Act of Dcteber
17,1978, Pub. L 94-530, 90 Sial. 2447, releling
16 crediy of refund of lax on guscoline and
special fuels vaed by certain sircraft
museums This Azl expired on Oclober 1.
1982, The lsx was reinetituled by the Tax
Equily and Fiscal Responsibility Acl of 1982,
This smendment is the subject of anciber
regulaiion project.

2. Section 505{s) of the Highway Revenua
Act of 1974 relating vo credit or refund for
cerain texicabe of excise laxes o gasoiine
and other motor fuels. [The provisions of
section B0G35{a) sre oot expected In be the
subject of another megulation projact.)

3. Seciion 232{d){1) af tha Crude Cut
Windfall ProFil Tax Act of 1080, relating to
tefund of tax on gasoline used 1o produce
certain alechol fuela. This statulory change is
expected 1o be the pubject ol another
Tegulanon project.

Paperwork Reduction Act

The collection of information
requirements conilained i these "
regnlations bave been submitted to the
Office of Management and Budge! for
review in acxordance with the
requirements of the Paperwork
Reduction Act of 1980. These
requiremeats harve been approved by
OMB.

Special Apalyses .

The Commissioner of internal
Revenue bas determined that this fina!
rule is nol @ major rule as defined in
Exscutive Order 12281 and that g
Regulatory Impact Analysis is therefore
not required. Although & notice of a
proposed rulemaking which solicited
public comments was issued, the
Internal Revenue Service conciuded
when the notice was syued thal the
regulalions are interpretalive and that
the notice and public procedure
requirement of 5 US.C 553 did nat
apply. Accordingly. the final regulations
do not constitute regulations subject to
the Regulatory Flexibilily Act [5 US.C,
chapter &).

Drafting Information

The ptintipal suthor of this regulation
is Ada S Rousse of the Legislatiohtnd
Regulatians Bivision af the Office of
Chief Counsel. Internal Revenue
Service. However, personnel from other
off.ces of the Internal Revenve Service
and Treasury Department participatied
in developing the regulations. both on
matters of substance and style.

List of Subjects
26 CFR Part 48

Agriculture. Arms and munitions.
Cosl. Excise taney Gasahal, Gascline,

- Molor vehicles, Petroleum, Sporting

goods. Tires.
26 CFR Part 154 -
Aircraly, Airponis, Excise taxes,
Airway Revenue Act of 1970.
26 CFR Part 602

Reporting and recordkeeping
requirements.
Adoption of Amendments lo the
Regulabons

Accordingly, 26 CFR Parts 48, 154, and
602 are amended ms follows:

PART 43—{AMENDED)
Paragraph 1. The authority citation for
Part 48 continves o resd m Jollowe:

Autbarity: 28 US.C. 7808,
Par. X. Seclion 48.0-1 is revised lo
resd as [ollows. Sections 48.0-3 and-
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48.0-4 are remaved. Section 48.0-5 is
redesignated as § 48.0-3.

§ 48.0-1 introduction

The regulations in this part [Part 48,
Subchapler D, Chapter L Title 268, Code
of Federal Regulations) aze designated
“Manufacturers and Retailers Excise
Tax Regulations.” The regulalions relgte
10 the taxes impased by sections 4041,
4047 and 4051 ot by chapter 32 of the
Internal Revenue Code of 1954, as
amended, and o certain related
administrative provisions of subiitle F of
the Code. Section 4041 imposen taxes on
cerlain sales or uses of the specisl fuels
described in tha! section, and oa certein
sales or uses of gasoline ay 8 fuel in
aircrafl engaged in noncommetcial
aviation. Section 4042 imposcs taxes on
liguids used as fuel in certain vessels in
commercial waterway ranspartation.
Seclion 4051 imposes taxes an heavy
trucks. trailers and certain tractors sold
at retail. Chapter 32 of the Code imposes
tixes on the sale or use by the
mansfaciurer, producer, or impertcr of
articles specified in thatl chapter.
References in ke regulaticns in this part
to the “Iniernal Revenuve Cade™ ar the
“Cocde” are relerences to the Internal
Revenue Code of 1954, as amended,
uniess otherwise indicateg. References
1o a section or other provision of iaw are
references to 2 section or other
provision of the Internal Revenue Code,
as amended, uniless olherwise indicated.

Par. 3. Section 48.4161{a)-1 is
amerded hy revising paragraph (¢ to
read as foliows.

§ 48.4167{a)-1 Imposition and rale of tax;
fishing equipment.

{c) Liobility for tax. The tax imposed
by section 4161(a) is payable by the
manclacturer. producer, or imparter
making the sale. For determining who is
the manufacturer, producer, ot importer,
see §468.0-2(al(4).

Par. 4. Section 48.4181{a)-2 is
amended by revising paragraph (d} to

read as foilows,

§48.0361(a)-2 Meaning of tarma.

{d} Artificial lures, baits. and flies.
The term “srtificial jures, baita, and
flies” includen all artifacts, of whatever
mzlerials made, that simulate an anticle
considered edible by fish and are
designed o be altached to a line or hook
to altract fish so that they mey be
caplured. Thus. the term incluties such
arlifacts as imitation fies. blades,
spoons. and spinners. and edible
maleriaie thal have been processed vo
as ig resemble a different edible article
considered more altraclive to fish, such

a3 bread crumba treated 5o a3 to
simulate salmon eggs. and pork rind cut
and dyed to resemble frags, eels, or
tadpoles,

Pas. 5. Section 48.4161{a}-J ia
amended by revising parsgraph (b to
read as {ollows.

$ 48.4161(ar3 Parts and accessories

* - L - L

fb) Essentic! eguipment 1t taxable
articles are nold by the manufacturer,
praducer, or importer thereof, without
parls or accessories that are essential
for their operation, or are designed
directly to improve the performance or
eppearance of \he articles, the separate
sale of the parls or accessories to the
same vendee will be considered, in the
absence of evidence to the contrary. to
have been made in conncclion with the
sale of the basic article, even though the
patts or accessories are shipped
separalely at the same time of on a
different date.

Par. 6. Section 46.4181(b-1 is
emended by revising paragraph [c] to
read aa follows,

§48.4161{b)1 ImposHion and rales of tag
bows and arrows.
- - - - -

{cy Liakility for tax. The tax impesed
by section 4161(b) is payable by the
manufacturer, producer, of importer
making the sale. For determining who in
the manufecturer. producer, or imporiar,
see § 48.0-2(a)(4).

Par. 7. Section 48.4181-2 ia amended
by revising paragraph (3} to read &a
follows.

§48.4189-2 MWeaning of terma

- -, - * *

{d] Shells and cartridges. (1) The
lerms “shells™ und “cartridges” include
any article consisting of » projeciile,
explosive, and container that ia
designed, avsembled, and ready for use
without further manulacture in [irearms,
pistols ar revolvers.

(2] A person wha reloeds used shells
ot cartridges in 8 manufactuter of shells
or cartridges within the mesning of
seclion 4181 if such reloaded shells or
cartridges are sold by the reloader.
However, the reloader is not a
manuflacturer of ahells or cartridges if. in
retum for o fee and expenaen, he reloads
shelly or cartridges submitted by a
customer and returna the identical shells
or cariridges to that customer. Under
such circumstances. the customer would
be the manulacturer of the shells aor
cartridges and may be liable for tax on
the saie of the sriicles. See saction 4218
and §48.4218-2,

Par. & Section 48.4182-1 is smended
by revising paragraph (b] to read ae

follows. - -
§ 48.4182-1 Exempt salew.
* » » -* -

(b) Sales to Defenise Departrment or o
U8, Coast Guard—{1) Military
deportment. Section 4182{b) provides
that the tax imposed by section 4181
shall nat altach to the sale of firearms,
pistols, revolvers, vhells, ar cartridges 3
that are purchased with funds
apptopriated for @ military department
of the United States, For this purpose,
the terrn “military department™ means
the Departmend of the Arcy, the
Department of the Navy, and the
Department pf the Air Force, Included in
the Department of the Nevy are naval
aviation and the Marine Corps and,
when operating 88 @ secvice in the Navy
purauant lo the provisions of 14 US.C. 3,
the Coast Gyard.

(2) Coast Cuord. {i] 14 U.S.C. 855, s
sdded by sec. Sof the Act of July 10,
1682, [Pub, L B7-528, 76 Stat. 142},
provides as [ollows:

Sec. 855, Arme end emmunition: immunity
from taxation. No tax on the sale or ransler
of firearms, pistols, revalvers, shells, or
cartndges may be imposed on such articles
when bought with Funds eppropriated for the
United States Coast Guard,

{ii) In view of the provisions of 14
U.S.C. 655, the tax imposed by section
4181 shall nol attach lo the sale of
firearms, pistols, 1evolvers, shells, or
cartridges that are purchased with funds
appropriated for the U.S. Coast Guard
whether o7 nal the Cags! Guard is
operating as a service in the Navy

" pursuant te 34 15.C. 3. -

(3] Supporting evidence. (i) Any
manulacturer, producer, or imporler
claiming an exemption from the tax -
impased by section 4181 by reason of
seclion 4182{b) mus! meaintain such
records and be prepared 1o produce
such evidence as will establish the right
io the exemption. Generally, clearly
identfied ortiers or coniracis of &
military departmeni or the Coast Guard
signed by an authorized officer of the
military deparument ot the Coast Guard
wil! be sufficien| to establish the right to
the exemption. In the absence of such
orders or coniracts, & slatement, signed
by an authorized officer of & military
department or the Coast Guard, that the
prescribed articler were purchased with
funds apropriated for that military
department or the Coast Guard will
constitute satisfactory evidence of the
right lo the exemplion.

{ii){A) In generc? Under 18 U.S.C.
922(b}{5). &« manuvfacturer, dealer, or
imporier licensed under 18 U.5.C. 923 i
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required to record the name, sge, and .
place of residence of an indivigual
person, or the identity and principal and
local places of business of & corporation
or other business entity, 1o whom the
Licensee sells or delivers any firearm or”
ammunition. 18 U.5.C. 023(g) requires
the licensee 1o maintain such records
and to make them available for
§nspecton. :

(B) Except/on. However, under section
4182(c) of the Internal Revenue Code, no
person holding 8 license under 18 U.S.C.
933 shall be required to record the name,

. address, or ather information ebout the

purchaser of shotgun ammunition,
emmunition suilable for use only in
rifles generally available in commerce,
or component parts for such
ammunition. -

Par. 9. Sections 48 8011{a}1 snd.
48.5011{a}-2 are revised lo read as
lollowas.

§43601tar-1 Retumns

{a) In general (1] Liability for tax
impesed under section 4041, 4042 or 4051
or chapter 32 of the Code shall be
reported on Form 720, Excep! as
provided in paragraph [b) of this section.
s return on Form 720 shall be filed for a
period of one calendar guarter.

(2) Every person required Lo make &
return on Form 720 for the refurn period
ended June 30, 1963, thall make & return
for each subsegueri calendar quartes,
month, or semimonthly period (whether
or not liability was incurred for any 1ax
reportable on the return Jor the retum
period] until the person has filed a final
return in accordance with § 48.6011({a)-2.

{3) Every person nol required 1o make
aretumn on Form 720 {or the return
period enced June 30, 1965, shall make &
return for the first calendar quarter
thereafter in which he incurs liabilivy for
tax imposed under section 4041, 4042 or
4051 or chapler 32. and shall make
return Tor zach subsequent calendar
guarter, month, or semimonihly period
unlil the perscn has filed a final returm
in accordance with § 48.6011[a)-2.

{4} Each return reguired under the
regulations in this part, together with
any prescnibed copies. records, or
supporting data, shall be completed in
accordance with the applicable lorma,
instructions, and regulations.

{b) Monthly and semimonthly
refurns—{1) Requirement I{ the district
girector determines that any taxpayer
wha is required 1o deposit taxes under
the provisions of § 48.68302([c)-1 has
faited 10 make deposits of those taxes,
the taxpayer thall be tequired, if 30
nolified in writing by the district
director, to file 8 monthly or
semimonthly return on Form 720, Every
person so notified by the district

.

direcior shal} file » return for the
calendar month or semimanthly period
(as defined in § 486302 [c}-1 (b)) in
which the notice is received and {ot
each calendar month of semimonthly
period thereaflter unti! the person has
filed u fina] return in accordence with
§ 48.6011{a)-2 ot is reguired to file
returns on the basis of 8 different return
period pursuant to notification as
provided in paragraph (b)(2} of this
section.

{2) Change of requirement The
district direcior may require the
taxpayer, by notice in writirg, to file a
quarierly of monthly teturn, if the
taxpayer has been fiting returns for a
semimanthly period. or may require the
taxpayer to file a quarerly or
semimonthly return, if-the taxpayer has
been filing monthly returns.

(3) Retusn for period chonge takes
effect. (i} 1! & taxpayer who has been

ling quarterly eeturns receives notice to
hle a menthly or semimonthly retwn, or
« taxpayer who has been filing monthly
returns receives nolice o Slea
semimonthly retumn, the first return
required pursuant to the natice shall be
filed for the month or semimonthly
period in which the notice in received
erd all months or semimonthly periods
which asre not inclucible in an eatlier
period for which the taxpayer is
rejuired to file & retumn.

(1i} If & taxpayer who has been filing
monthly or semimonthly returna
receives nolice 10 file a querterly return,
the last month or semimonthly period
for which a return ahall be filed is the
Jast month or semimonthly period of the
csiendar quarter in which the notice ia
received.

(iii) If a taxpayer who has been filing
semimanthly retuna recejves notice to
file 8 monthly return. the last
semimonthly period for which a return
shall be made ia the lasl semimonthly
period of the month in which the notice
is received. :

§ 46011{a)~2 Final ratume.

{a) /n generpl Any person who is
required to make a return an Form 720
pursuani lo § 48.6011/a)1, and who in
any return period ceases operations in
respect of which the person is required
to make a return on the form. shall make
the'return for that period as a finsl
return. Each return made as a final
return shall be marked “Final Return”
by the person filing the return. A person
who has pnly temporarily cersed to
incur liability for lax required 1o be
reporied on Form 720 because of
temporaty or seasonal suspention of
business or for other reasons, shall not
mnake a final return but shall continue to
filereturns.

(b) Statement to accompany final
return, Each final return shall heve
ptiached a statement showing the
address at which the records required
by the regulations in this part will be
kept, the natoe of the person keeping the
recards, snd, if the business of the
texpayer has been s0ld ar otherwise
transferred to another person. the name
and address of tha! person and the.date
on which the sale or wransier took place.
I no sale or transfer occurred ot if Lhe
taxpayer does notl know the name of the
person to whom the business was sold
or transferred, that fact should be
included inthe statement.

{c] Anindividuals signature on 8
return, statement, or olher document
made by or for a corporation o a
partnership shall be prima facic
evidence that the individual is
scthorized to sign the return, stalement,
or ather document.

Par. 10. Section 48.6071(a)-1 is revised
to read as follows:

§ 80607 Ha-1  Yima for flilng returns.

{a) Quarteriy returns. Each return
required to be made under § 48.6011{a}-
i(a) for a return pericg of not less than
one calendar quarter shall be filed on or
before the last day of the first calemdar
month following the close of the period
for which it is made. However. a return
may be filed on or before the 10th day of
the second calendar month following the
close of the period if timely deposits
under seclion $302{c) of the Code and
the regulations thereunder have been
made in full payment of the taxes due
for the period. For the purposes of the
preceding sentence, a deposil which is
nol required by regulstions in respect of
the return period may be made on or
beflare the tast day of the firsi calendar
month following the close of the period.
end the timeliness of any deposit made
otherwise than by mail will be
determined by the earliest dale stamped
on the Federal Tax Deposit form by an
authorized Gnanclal institution or by a
Federa! Reserve bank. For determining
the limeliness of & deposil made by
mail, see secticn 7502} and § 301.7502-
1 of this chapter (Regulations on
Procedure snd Administration).

{b) Monthly and semimonthly
returns-{1} Monthly returns. Each
return requited to be made under
b 48.6011(a)~1{b} for 2 monthly peried
shall be filed not later than the 151k day
of the month [oHlowing the close of the
petiod for which it is made.

{2) Semimonthly returns. Eath return
required 1o be made under § 48.6011(a)-
1{b} for a semimonthly period shall be
hled not later than the 10th day of the
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semimonthly period following the close
of the period for which it is made.

{c) Last day for filing. For provisions
relating 10 the time for filing a return
when the prescribed due date falls on a
Saturday. Sunday. or legal holiday. see
§ 301.7503-1 of this chapier [Regulations
on Procedure and Administration).

(d) Late filing. Far additions to the tax
in case of Tailure to lile & return within
the prescribed time. see § 301.6651-1 of
this chapler (Regulations on Procedure
and Administration).

Par. 11. The following new
§ 48.68081[a)-1 is added immediately
aller § 48.6071{a 1.

E48.6081{8)1 [Extension of time for thing
reluma

{a] /n genemnl. Ordinarily. oo
extension of time will be grunted for
filing any return statement or other
document required with respect {0 the
taxgs imposed by section 4041, $0<2 o
4051 or chapter 32 because the
informaiien required for the filing of
those documents is under normal
circumstances readily availeble
However, if because of temporary
conditions beyond the taxpayer's
convrol. a taxpayer believes an
exlension of time for filing is justified,
the taxpayer may spply to the district
director, or to the director of the service
cenler. for an exlension. An exlension of
time for filing a retusn does not gperate
ta extend the time for payment of the
tax or any par! of the tax unless so
specified in the extension. For
exiensions of time for payment of the
iax. see § 48.6161{a)=1.

{b) Applicotion for extension of time.
The application for an extension of time
for filing Ihe return shal! be addressed 1o
the district director. or director of 1he
service center, with whom the return is
to be filed and must cantain a full recital
of the causes for the defay. It should be
made on or before the due date of the
returrt, and fadure to do po may indicate
negligence and constityte sufficient
cause for denial. It shonld, where
possible, be made sufficiently early to
penrit consideration of the matter and
reply before what otherwise would be
the due date of the return.

{c} Filing the retwrn. If an extension of
time for filing the retumn is granted, a
return shall be filed before the
expiration of the period of exlension

Par. 12 Section 48.8091-1 is revised to
tead as {oliows.

J 4060911 Place tor Mling returnt

(2) Persons other than corporations.
The return of a person other than e
corporation shall be filed with the
district director far the internal revenue
distric! in which s located the principal

place of business or legal residence of
the perscn. | the person has no
principsl place of business or lega)
residence in any internal revenue
district, the return shall be filed with the
District Director, [eternat Revegue
Service. Baltimore, MD 21202 excep! a3
provided in paragraph (c] of this section.

{b) Comporotions. The ceturn of a
corporation ahall be filed with the
disirict directar for the district in which
is located the principal place of business
ot principal office or agency of the
corporstion. excep! as provided in
paragraph (c) of this section

(c) Returns of toxpayers outside the
United States. The return of ¢ person
{including a Uruled Siates cilizen). other
than a corporation. outside the United
Slates having no legal residence or
principal place of business in any
internal revenue distnict, ar the retum of
a corporation having po principal place
of business or principal office or agency
in any interna) revenue districl, shall be
filed with the Director, Foreign
Operations District. inlerna} Revence
Service, Washington, D.C. 20225, i,
however, the principal place of businesa
or legal residence ai the person. or the
principal place of busingss or principal
olfice or agency of the corporation, is
Iocated in the Virgin Islanda or Puerto
Rico, the return shall be filed with the
Direclor of International Operations,
.S Intemal Revenue Service, Hato
Rey, Puerto Rico 0017,

td) Returns filed with service centers.
Notwithstending paragraphs (2}, (b), and
(c) of this section. whenever instruclions
applicable to any retums provide that
the returns shall be filed with s service
center, the returns shall be so filed in
accordance with the instructions.

{e} Hand-corried returns. Excepl as
provided in paragraph (e}|3) of this
aeclion, and notwithsianding paragraphs
{1} and (2] of section 6091(b) and
parsgraph (d) of this seclion, the
following ruies apply.

(1) Persons other thon corporations.
Returnsa of persons ather than
corporations which gre filed by hand
carrying shall be filed with the district
direcior as provided in paragraph {8} of
this section.

(2} Corporations. Retums of
corporations which are Rled by band
carrying shall be filed with the dismict
director as provided in paregrophb (b] of
this seclion.

(3) Exceptions. This paragraph (¢}
shall nod epply to returns of—

{i) Persons who bave po legal
residence. po principal place of
business, of Do principal office er
agency in any internal revenue distnict

(i) Citdzens of the United States
whose principal place of abode for the

penad with respect to which the retumn
i» filed is outside the U:}iled States,

(i) Persons who claim the benefits of
section 911 {relaling to income earmned
by individuals {rom sources withoat the
United States), section 913 [relating fo
deduction for certain expenses of living
abroad), eection 931 [relating to income
from sources within possessions of the
United Stales). section §33 [relsting 1o
income from sources within Puerio
Rico). ot vection 836 [relaling to Puerta
Rico and possession tax credit), and

{tv) Nonresident alien persons 2nd
foreign corporations.

([} Permission lo file in district other
than reguired disiricL The
Commissioner may permit the filing of
any return tequired to be made under
the regulations in this partin any
internal revenue district,
notwithatanding the provisions of
paragraphs (1}. [2). and {4) of section
8091{h) and paragraphs (a), {b). {¢}. (d),
and {e) of this seclion.

() Cross reference. For definition of
the term “hand carried™, see § 31,6091~
1(c} of this chapter (Regulations on
Procedure and Administration).

Par. 13. The following new § 48.6101-1
is added immediately aller § 48.5091-1.

§UL101=-1 Pariod covered by returne of
othar gocumants.

The oormal penicd lor which rerums
are ordinarily required under this
subpart is a calendar quarter. Under
cerluin circumstances, however, the
district director may require retums to
be fled for monthly or semimonthly
periods. For pravisions reiating o
quarterty retarns, see § 48.6011(a}-1{a).
For provisions relating to monthly and
semimonthly returas, see § 48.8&n1{a)-
1{b}

Par. 14. Section 48.6103-1 is revised to
read as follows:

485100~ Employer identification
nUmbark :

(a] Reguirement of application—(1) In
general An application on Form S5-4
for an employer identfication pumber
shall be made by ¢ ery person who
makes a sale ar use of an article with
respect to which a tax {3 imposed bry
section 4041, 4042 or 4051 or chepter 32
of the Code. but wbo has not eatlier
been assigned an emplover |
identibication number ar bas not epplied
for ote. The application and any
awuppletreniary statement accompanying
it shall be prepared in saccordance with
the applicable forzw instructions, and
reguiations and shall set forth fully and
clearly the date therein called for, Form
$5-4 may be obteined from any distict
direciot or direcinr of a service cenler,
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The application shall be filed with the
interng! revenue officer designated in
the instructions spplicable to Form 85~
4. The application sball be signed by {i)
the individual if the person is an
individual: {ii) the president, vice-
president. or other principal officer, if
the person is a corporation; [iii) a
responsible and duly aulhorized
member or officer having knowledge of
its affairs. if the person is & partnership
or other unincorporaied organization; or
{iv) the fiduciary, if the person is & trust
or eslate. An employer identification
number will be assigned to the person in
due course upon the basis of information
reported on the application required
under this section.

{2) Time for filing Form S5-4. The
epplication for an employer
identification number shall be filed on
or before the seventh day afler the date
of the first sale or use of an article with
respect to which a 1&2x is imposed by
section 4041, 4042, or 4051 or chapter 32
of the Code.

(b} Use of employer identification
number. The employer identification
number assigned o a person liable for a
tax imposed by section 4041, 4042, or
4051 or chapter 32 of the Code shall be
shown in any relumn, stalement. or other
document submitied to the Internal
Revenue Service by the person.

[e) Cross references. For the delinition
of the term "employer identification
number™, see § 301.7701-12 of this
chapter {Regulations on Procedure and
Administration). For pravisions relating
to the penalty for failure to include the
employer identification humberin a
relurn, stalement. or pther document,
sce § 301.6676-1 of this chapter
[Regulations on Procedure and
Adminisiration}.

Par. 15. Section 48.6151-1 is revised fo
read as follows:

§43.6151-1 Time and place for paylng
shown on rebum, *

The tax required to be reported on
each tax return ender this subpart is due
and payable 1o the intemnal tevenue
officer with whom the return is filed at
the time prescribed in § 48.8071(a}1 for
filing such return. See the applicable
sections in Parl 307 of this chapler
{Regulations on Procedure and
Administration] for provisions relating
to inlercs! on underpayments, additions
lo tax, and penalties. For provisions
relating 10 the use of Federal Reserve
hanks spd authorized financial -
institulions © . deposiling the taxes, see
§ 48.8302(c}1.

Par. 36, The following new
§ 18.6161{a)-1 is added immediately
afller § 48.8151-1.

$ 43610101 Ertension of ime for
paying tax shown on retum.

(&) fIn Cenersl (1) Ordinarily, no
extensions of lime will be granted for
paymeni of any lax imposed by section
4041, 4042 or 4051 or chapter 32 of the
Code. and shown or required to be
shown on any return. However, if
because of temporary conditions beyond
the taxpayer's control & laxpaver
believes an extension of time for
payment is jusiified. the taxpayer may
apply o the district director, or to the
direcior of the service center, for an
extension. The period af any extension
shall not be in excess of 6 months from
the date fixed for payment of the tax,
except that if the laxpayer is abroad the
period of the extension may be in excess
of & months.

{2) The granting of an extension of
time [or filing & return does noi operste
to extend the time far the payment of the
tax or any part of the tax unless so
specified in the extension. See
§ +8.6081]8}-1. ’

(b) Undue hardship required for
exlension. At extension of the time for
payment shall be granted only upon a
satisfactory showing that payment on
the due date of the amount with respect
to which the exiension i desired wiil
result in an undue bardship. The
extension will not be granted upon s
general statemen! of hardship. The lerm
“undue hardship” means more than en
incopvenience to the laxpayer. It mus!
appear that substantis! financial loss,
for example. loss due 1g the sale of
property al a sacrifice price, will result
to the taxpayer from making payment on
the due date of the amount with respect
ta which the extension is desired. If a
market exists. the sale of proparty at the
current markel price is nol ordinarily
considered as resulting in an undue
hardship. :

{c} Applicotion for extension. An
application for an extension of time for
payment of the tax shown or required to
be shown on any return shall be made
on Form 3127 and shall be acrompanied
by evidence showing the und.. -
hardship that would result to the

.taxpayer if the extension were refused.

The application ghall aiso be
accompsanied by & siatemen! of the
assels and liabilities of the taxpayer and
an ilemized statement showing all
receipts and disbursements for each of
the 3 months immediately preceding the
due date of the amount 1o which the
application relates. The spplication.
with supporiing documents, muat be
filed. on or before the date prescribed
for payment ol the amaunt with respect
to which the extension i desired, with
the internal revenue officer to whom the
tax is o be paid. The appiication will be

examined, end within 30 days. il
possible, will be denied, granted, or
lenlatively granied subject 1o cerfain
conditions of which the taxpayer will be
notified. If an additional extensien is
desired, the request Jor it musi be made
on or before the expiration of the period
for which the prior exiension is granted.

{d) Payment pursuan! to extension. 11
sn extension of time {or payment is
granted, the payment shall be made on
or belare the expiration of the period of
the ex{ension withoul the necessily of
notice and demand. The granting of an
extensipn of time for pavment of the tas,
does nol relieve the laxpayer {rom
liability for the pavment of interest on
the 1ax during the period of the
exiension. See section 6601 and
§ 301.6601-1 of this chapter {Regulations
an Procedure and Administration).

Par. 17. Section 48.6206-1 is revised tc
read as follows.

§ 48.6206-1 Assessment sand collection of
excesyive paymaent and psnatty.

{8) Treolmen! of excessive amount o3
tox. If any portion of a paymeri made
under section B42D {relating 1o gasoline
used on farms), seclion 6421 {relating !0
gascline used for certain nonhighway
purposes or by local transil systems),
section 6424 (relating to lubricaling oil
sold prior to Januvary 7, 1353 and not
used in highway motor vehicles). ot
section 6427 (relating to special fuels not
used for texable purposes) constitutes
an excessive armount as defined in
section B675{b} and § 48.6675-1(b). the
excessive emoun! and any civil penalty
provided by section. 6675 may be
assessed and coliected by the district
direclor—

(1) As if the excessive amount and
civil penalty were a tax imposed by
seclion €081 (relating 1o tax on the sale
of gasoline], seclion 4091 (relating to tax
on sale of lubricaling oil prior to Janvary
7, 1981}, or seclior: 4041 (relaling to tax
on sale of apecial fuels). as the case may
be, and

{2} As if the person who made the
claim for payment were liable for 1ax
imposed by section 40B1. 4091, or 4041,
in that amount.

(b) Assessmeni period. The period
within which the portion of a payment
constituting an excessive amount and
any civil penalty may be assessed shall
be 3 years from the last date prescribed
by seclion 8420, 6421, 6424. or 5427, as
the case may be. for the filing of the
claim in respect of which the excessive
amount is atiributable.

Par. 18, Seclion 45.8302{c)-1 is revisad
ta read as follows:
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§ 48.6002(c-1  Use of Governamant
deposiarien

(a] Monthly deposits. Excepl as
provided in paragraph (b) of this section,
if for any calendar month (other than the
last month of 8 calendar quarter] any
person required ta file a quarterly excise
tgx return on Form 720 has a total
Kability ander this part of more then
$100 for all excise taxes reportable on
that form, the amount of liability for
tawes shall be deposited by the person
with 8 Federal Reserve Bank or
suthorized financial institution on or
befare the lasl day of the mopth
{ollowing the calendar month.

(b) Semimonthly deposits. (1) If any
person required to file an excise tax
return on Form 720 for any calendar
guarler hag a toial linbility under this
pari of mare than $2.000 for all excise
taxes reportable on that form for eny
calendar month in the preceding
calendar quarter, the amouni of that
liability for taxes under this part for any
semimanthly period (as defined in
paragraph {d){1] of this section} in the
succeeding calendar guariet shall be
dzposited by the person with a Federal
Reserve Bank or authorized financial
institulion op or before the deposilsry
da‘e (as defined in paragraph (d){2) of
this section} applicable ta the
semimonthly period.

{2] A person will be considered to
have complied with the requirements of
paragraph {(b]{1} of thia section for a
semimonthly period il—

(i{{A] The person’s deposil for the
sermimonthly period is not less than 90
percent of the 1otal amount of the excise
taxes reportable by the person on Form
720 for the period, and

[B] If the semimonthly period occurs
in a calendar month other than the last
month in a calendar quarter. the person
ceposits any underpayment jor the
month by tbe Sth day of the second
month {ollowing the calendar month: or

[i1)[A} The person’s deposil [or each
semimenthly period (n the calendar
month is not less than 45 percent of the
tata] amaunt of the excise taxes
repartable by the person on Form 726 for
the month, and

(B) if yuch month is other than the last
month in & calendar quarter, the person
deposite any underpayment [or such
marith by the 9ih day of the second
month foll: wing the calendear month; or

{(ili{A) "' e person’s deposit for each
semimonthly period in the calendar
month is rot less than 50 percent of the
total amoun! of the excise laxes :
repartable by the person on Form 720 for
thedncond preceding calendar month,
an

(B] H such manth is other than the last
month in & calendar quarter, the person

deposils any underpayment for such
month by the Sth day of the second
month {allowing the caleadar month; or

{iv)A) The requirements of parsgraph
{bX2} (iA). [i){A), o (iii)(A) of this
section are selisfied Jor the first
semimonthly period of a calendar moath
after lanuary 1971,

(B).1f e person’s deposit for the
second semimonthly period of the
calendar monih is, when added to the
depasit for the first semimonthly period,
not less than S0 percent of the 1otal
amouni of lhe excise taxes reporteble by
the person on Form 720 for the calendar
month, and

(C) If the semimonthly periods occur
in a calendar month ather than the lasi
mooth in 8 calendar quarter, the person
deposits any underpayment for the
mooth by the 9th day of the second
month {ollowing the calendar manth,

[3)(i) Parsgraph {b}(2} (ii) and (i)} of
this section shall not spply to any
person who normally incurs in the first
semimonthly period in each calendar
tnonth more than 75 percent of the
person’s iohal excise tax liability under
this part for the month.

(ii) Persons who make their deposits
in accordance with paragraph [b)(2) {u).
{iii], or {iv) of this section will find it
unnecessary to keep their books and
records on a semimonthly basis.

[¢) Deposit of certain excess
undeposited amounts. Notwithataoding
paragraphs (2] and (b) of this section, il
any person required to file an exgise tax
return on Form 720 for any calendar
quarter beginning after March 31, 1568,
has a total liabiiity under this par for all
excise taxes reporlable on the form for
the calendar quarter which exceeds by
morte Lhan $104 the total amount of laxes
deposited by lhe person pursuant lo
paragreph [a) or (b} of this section for
the calendar guarter. the person shall,
on or before the last day of the calendar
month following the calendar quarter for
which the return is required 1o be filed,
deposit with » Federal Reserve Bank or
authorized financial institution the full
amount by which the person’s liability
for all excise taxes reportable on the
form [or \bat calendat quarter exceeds
the amount of exciie taxes previously
deposited by tbe person for that
calendar quarter.

(d} Definitions. For purposes of this

prt—

(1) Semimonthly period. The tern
“semimonthly period” meanas the first 15
days of » calesdar month or the porton
of a calenodar month following the 15th
day of thal month.

(2} Depasitary dote. (i) The term
“depositary date” means, in the case of
deposits for semimonthly perioda
beginning afler Jaruary 1. 1977, the Bth

day of the semimonthly period following
the semimonthly period for which the
taxes are reporiabie .-

(ii] The term "deporitary daté” meens,
In the case of deposits lor semimonthly
periode ending before February 1, 1971,
the lasi day of the semimenthly period
following the semimonlhly period for
which the taxes are reportable.

(iti} The term “depasitary date™
means, in the case of deposits by
qualified persans whose liability for tax
under section 4081 arises after March 31,
1683, and is paysble with reapect to
semimonthly periods. 14 days after the
close af the semimonthly period if
payment is made either by wire transfer
to any govenment depositary
authorized under section 8302 or by
tranafer between accounts in the same
government deposilary. See § 14531
(relating to extension of paywent due
date for certain fuel taxes) and sectlion
516 of the Highway Reveoue Act of 1982
{96 Stat. Z184),

{#) Depositary forms and
procedures—{1} In general. A person
required by this section to make
deposiis may make one or more
remiltances wilh respect Lo the amount
required to be deposited An amount of
tax which is not otherwise required by
this section to be deposited may,
nevertheless, be deposited if the person
lighle for the tax sa desires.

(2) Deposits for 1968 and subsequeni
years. Each remiltance of amounia
required to ba deposited for periods
subsequent 10 1967 shall be
accompanied by a Feders! Tax Deposit
form which shall be prepared in
accordance with the applicable
instructiona. The remittance, together
with the Federal Tax Deposit form shall
be forwarded o & financial institution
suthorized as a depasitary for Federal
taxes in accordance with 31 CFR Part
714 or. at the election of the person
tmaking the remittance, to a Federal
Reserve Bank. For procedures governing
ths deposit of Feders! laxey at a Feders}
Reserve Bank, see 31 CFR Pant Z14.7.
The timeliness of e deposit will be
determined by the date it is received (or
is deemed received under section
7502{e} and § 301.7502-1 of this chapter
{Regulations on Procedure and
Administration]) by the Federal Reserve
Bznk or by the avthorited financial
instivation. Amounts deposited pursuant
to this paragraph (e}{2] shall be
cansidered 1o be paid on Lthe last day
prescribed for filing the retumn in respect
of the tax {determined without regard to
any exiension of time for filing the
returns). oc &t the time deposited.
whichever is lulet.



Federa] Register / Vol 50, Na. 183 / Thursday, August 8. 1565 / Rules and Regulations

32019

{3) Information required. Each person
traking depasits pursuant to this section
shall reporl on the retum far thé period
with respect 10 which the deposits are
mndde information regarding the deposils
in accordance with the instructions
spplicable to the return and pey {or
deposit by the due date of the return)
the balance, if any. of the taxes due for
the perind.

{4) Procurement of prescribed forms.
Copies of the Federal Tax Deposit {orm
will be furnished, so far sy posajble, to
persons required 1o make deposits under
this section. Such 1 perron will not be
excused from making 8 deposit
however, by the fact tha! no form hag
been fumnished. A person pot supplied
with the form is required to apply for it
in amplz time V0 :r.2ke the required
deposits within the Lme prescribed.
supplying with the spplication the
person's name, identification number,
adcress, and the taxable period to
which the depoaits will relate. Copies of
the Federal Tax Deposit form may be
obtained by applying for them with the
distinct director of the director of &
service cenfer.

{f) Monepplicotion W certain taxes,
Thit section does nal apply to taxes for
{1) any month or semimonthly period m
which the taxpayer receives notice from
the district director pursuant to
§ 48.8011({a)-1[b} 10 file Form 720 or {2)
any subsequent manth ar semiannually

penod for which a return on Form 720 is
required. ’

Par. 19. The following new
§ 48.5302(¢}-2 is pdded immediately
alter § 48.82302(c){1).

§ 4H08202{ci-2 Cross refermncs.

(&) Failure to deposrt For provisions
relating (o failure to make & deposit
within the time prescribed. see
4 301.6656-1 of this chapter [Regulations
on Procedures and Administrs tion).

[b} Saturday. Sunday. or legal
holiday. For regutations relatng to the
time {or performance of azs when the
last dey for the performance falls on &
Seturday, Sunday. or # legal holiday, see
§ 301.7503~1 of thie chapler (Regulations
ou Procedure and Adminiatration]. See
§ 145.3-1 [d} and seclion 518 of the
Highway Revenue Act of 1982 (96 Stat.
2184] relating to ihe depositary dale for
peraons required 1o make seminonthly
depcsits under section 4081 when the
last day for performance falls on &
Saturday, Sunday or Jega! holiday in the
District of Columbia.

Par. 20. The lollowing new
% 48.6402{a1-1, 48.6404(a)-1. 42 84121,
#3.6412-2. end 48.6412-3 are added
immediately nfier § 48.6302|c)-2

§ 4 s4lar1  Authorfty 1o make credita
O rehunds.

For provizions relating to credita and
refunds of cettain taxes on sales and
services see section 6418 and Lhe
regulations thereunder. For regoiations
under section 8402 of general
application in respect of credits ot
refunds, see §§ 307.8402-1, 301.6402-2,
and 301.64024 of this chapler
{Regulaions on Procedure and
Administratian),

§ 284041 Abslemaerrts.

For regulations under aection 8404 of
general application in reapect of
absiements of assessments Lo tax, see
§ 307.8404—1 of thia chepier {Regulationn
on Procedure and Administration].

§ 42.8412-1 Floor atocks cradit or refund.

{2) In generel. This section sats forth
the procedures to be follcwed in
claiming the ¢redil or refund authorized
by section 6412 for manufacturers excise
taxes puid in respect of cerlain articles
held by dealers as floor siocka on
Octogber 1. 1888 See § 48.8412-2 for
definitions of the following terms when
used in this section: "floor atocks".
“inveniory date”, “dealer”, “held by a
desier”, “ald rate”, “new rate”, “deaier
request limitatiop dete™, "ciaim
limitation date”, and “fax paid"”, See
§ 48.6412-3 for delermining the amount
of 1ax paid on srticles that are held as
floor stocks. The manufacturers excise
taxes for which credit or refund may be
cdaimed under this section are those
imposed by section 4071, releting to tires
of the type used on highway vehicles: -
and section-4081, relating fo gesoline.
For definition of the term “highway
vehicle”, see § 48 4081(a)-1{d].

fb) Computation of the amount of floor
stacks credit or refund. The amount of
Noor stocks credit or refund which may
be claimed by the manufacturer under
section 8412(a)(1) may ool exceed an
amount equal lo the difference between
the yax paid by the manvfactvrer on the
sale of the aricle and the amoun! of tax
made applicable to the article on the
inventory date. No interest is allowable
with respec! to any amount of tax
credited or refunded undar section 8412
and this section. In applying the floor
stocks credit or refund provisions. the
date on which \be marufscturer paid the
tax with respect 1o the erticle beld 8a
floor atocks is not relevant. Thus. the
period of limitatians provided in section
€511 with respect te claims for credit or
refune does not epply: however. see
peragraph (f] of this section. For
definition of the term “manufacturer”,
sze § 48.0-2(a 4]

{c) Limitotion. Excep! 88 provided in
§ 4B.5412-2. po credit or refund i

eBowable urder this section [og an
amoun{ paid aa tax which may be
credited or refunded under any
provisions of law other than section
o412{a)(1), or which was allowable 35 a
credjt or refund under section 8412 with
respect to an earlier inventory date.

{d) Relationship between credits or
refunds for floor stocks and credits ar
refunds for price readjustments. The
amount which may be eredited or
refunded for Noor stacks and for price
resdjustments ob an &rticle may not in
the sggregate exceed the tax paid in
respect of the article. A credi! or refund
compuled on the basis of the oid tax
rate will be sllowed with respect to e
price readjustment of an aHicle on
whith a floor sock credil or refund was
allowed. but only if the smourt of the—
Noor stock credit or refund otherwise
wilowable was reduced by taking into
account such price readjusiment, as
determined under § 48 64 2-3{z). The
resnufaciurer must keep readily
available for inspection sulficient
recards 1o enable examining officers of
the Infernal Revenue Service to
ascertain the correciness of any claim
for credit or refund for a price
readjustment of an article on which 8
floor stock refund wae claimed.

- (&) Participotion of declers—[1]"
Reguest by dealer. On or before the
dealer request limitation date, s dealer
may submit to e manufacturer a request
with respect to g credit or refund
allowable under this section for tax paid
by the manufacturer with respact io
articles held by the dealer aa floor
slocks. This request may be svbmitted
directly to the manufacturer, orit may
be submitied 1o him indirectly through
anolher dealer in the distribution chain
il the request is received by the
manufaclurer or an authorized ageni of
the manufaciurer on or belore the dealer
request limitation date..

(2) Reguirements for claim by )
marufgciurer. Na amoun! of credit or
refund under this section may be
claimed by 8 manufacivrer with respect

" to articles held by a dealer s floor

stocks unless—

{i) The claim far the amount is based
upon a request submitled by the deiler
to the claimani on or before the dealer
request limitation dalte;

(i) The amoun! is paid by the

_claimani {o the dealer, or the dealer’s

writien consent o alloweance of the
credit or relund has been received by
the claimsanl, on or before the claum
limitstion dale: and

{iii) The reguest by the dealer is
supported by an invenlory stalement,
made under the penalties of perjury angd
signed by the dealer ar by the dealer’s
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authurized representative, sctting forth
the following infcrmation:

(A} The name and address of the
dealer and of the applicable
manufacturer, (if the name and address
af 1he applicable manulacturer is
unknown ta the dealer. these ilems may
be added by any person in the chain of
disiribution):

(B1 The identilication number, if any,
o! the article. such as a serial. slnck.
model, lype. or class number, or some
ather suilzble means of identification:

(C) A briel description of the article.
such asits common pame or
designation: and

(D] The quantity of arlicles held by
the dealer as floor stocks on tie
invenlaty dale.

{3Y Actue! monufacturer unknows. If a
dealer addresses a tequest 1o the
persan. who {rem markings on the
arlivle the dealer presumes 1o be the
meoufacturer. the request may be
treated 35 made ta the actval
manviariures if the actual manulacturer
accepts the dealer’s request.

4) Payment Lo deoler by claimont,
Payment may be made direcily to the
dealer or ta the dealer’s authonzed
agent or represéntialive by the claimant
or by the claimanl’s suthorized agent or
represemigtive. If a3 claiment pays a
dealer Lhrough the claimanl's agent or
represenlzlive, the evidence mus) show
that the dealer actuslly received the
pavment. [l a dealer autharizes the
tiaimani 10 pay the dealer through the
dealer’s agent or representative,
evigence showing receipt of the
payment by the agent or representative
will be accepted as proof of aclual
paymnen! ‘o the dealer. Payment shall be
mace, 3t the manufaciurer's option, in
sk, by check, or by credit 10 1he
dealer’s azcourl as maintained by the
claimant. The amount of the payment
which may be made by crediting the
dezler's account may not exceed the
undispuied debit balance due al the
time the credit is made. However,
pavment may be made in merchandise
. althe deaier's opiion with Lhe
cuncurrence of the manufacturer.

{5} Dote of performance. The dale on
which any act described in this
patagraph |e) is perfarmed by an agent
ar representalive on behalf of a ¢laimant
or dealer is deemed Lo be the dale op
which the act is performed by the
principal.

|6} Record of inventories. For
provisjons relating to the record of &
dealer's inventories to be kept by the
claimant, see paragraph (g) of this
section.

17) Semple writlen consenl. No
parlicular farm i pressribed or required
for the written consenit of the dealer

described in puragreph {e}(2){ii) of this
seclion. However. the {ollowing ia an
example of gn acceplable consent
siatement by e dealer

Consenl Statement of Dealer

(For uze by dealer in requesting
manufacturer. producer, or importer to
obtain credit under section 6412 af the
Internal Revenue Code of 1954 with
respect 10 floor stacka )

1 hereby consent to the allowance o
the manuyfaciurer, producer. or importer
of the floor slocks tredit or refund of the
excise tax imposed by the Inlemnal
Revenue Code of 1954 with respect to
the articles in my invenlory on

Name)
By

{Signature of Oﬁ.‘-.cer]

[Tiie}

{Date)

(N Procedure for claiming credit or
refund—{1) In general Each claim for
credit o refund under this section shali
be filed on or before the applicable
claim limitation date, in the menner and
subjec! 1o the condijons stated in thia
section and in § 301.6402-2 of thia
chapler {Regulations on Procedure and
Administration). Either credit or refund.
or a combination thereof, may be
claimed. but the amaunt which muy be
claimed as a credit on a return shall not
exceed the total tax liability shown on
the return, reduced by the amount of any
geposits made undes § 46.8302(c}-1 with
respect to the return and by any amount
of credit claimed on the return pursuant
to any provision of law other than
section §#412, i the tatal smount which
may be claimed exceeds the amount
thalmay be claimed as credit on a
retumn, the excess amount may be
claimed on or before the &pplicable
claim limitation date either &s a refund
ar an & credil on & subsequen! return. If
credit is claimed the amount of the
credit shall be entered as s crediion s
timely-filed return of tax. The statement
described in paragraph (1){2] of thia
section must shaw the amaount and dale
of each previous and concurrent claim
for credit or refund under thin section
and indicate whether any fulure claims
are expected to k= fled.

(2) Supporting evidence to be
submitted by the monufacturer. No
credit or refund shall be allowed under
this section unless there is submitted. in
suppott of the claim for credit or refund,
& stalement wigned by the person
making the claim. that describes in
general terms the articles covered by the
claim, aats forth the method of
computing he amount claimed

{including & description ol any - -
procedurea used pursuant ig § 48.6412-
3), and slates that— -

(i} The cleimanl paid to ihe distric!
director ar the direclor of the internal
revenue service center the tax for which
credit or refund is claimed;

{ii) The total amount claimed
represenis payments requested by
dealers before the dealer request
limitation daie:

(iii) The towal amountclaimed eilher
was paid by the claimani 1o the dealers,
of the tlaiman! received the wrilten
consent of the dealers to the zllowance
of the amount claimed:

[iw) The claimant has in his
possession, and available for inspeciion
by iniernal revenue olficers, the
evidence with respect to inventories
required by paragraph [g){2) of this
sectian, end any written consents
referred 1o in paragraph {{2){iii) of this
section; and

(v) Na athet claim for credit or refund
under this section has been or will be
made by the ¢laimant with respect lo
any amount covered by the cleim.

(3] Evidence to be retained in the
manufacturer's records. Every person
filing a claim lor credil or refund
pursuant lo this section shall support the
claim by keeping as part of the
claimant's records—

{1) The dealer's inventory statements
required by paragraph f{e}|2)(iii) of this
section, lo the exlent that the articles
are covered by the claim:

[2) Records, in respect of the srticles
held by each dealer, showing—

(i) The name and address of the
dealer,

(ii} The quantities of each article held
by ke desler as floor stocks by taxshle
category. [or exampie, by model or type
number,

{iii} The amoun! of tax considered to
be paid by the manufacturer with
respect 10 each article held by the
dealer. 83 determined under § 48.6412-3,

(iv) The amount of tax. il any, which
the claimant would pay on the sale of
each article held by the dealer if the tax
were compuied a1 the new rete,

{v) The iotal amount of reimbutsement
due the dealer,

{vi) The date on which the claimant
recejved [rom the dealer the request
described in paragraph [e)(1) of this
sectior. bul only if paymen! was not
made lo Lhe dealer before the denler
request limitation date, and

(vii) The date and amount of each
payment to a desler, or the date of
receipt by the claimant from the dealer
of a writlen consenl, &s sel forth in
paragraph (e}{2}ii} of this sectior; and
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(3} Any sach wrillen consent received
from a dealer. g

{h) Special rules where the presuined
muonufacturer is the ogent of the actue}
menufoctorer. For purposes of thiz
seciion, if a manufacturer sells articles
tax-paid to ¢ second manulactyrer for
resale by the second manufacturer
under its own brand came, the second
marufachurer may perform any acts and
keep any records which are a

"prerequisite to the first manufaciurer’s
filing a claim for floor stocks credit or
refund with respect to the articles.
such s procedure is Tollowed, the clain
filed by the first manufacturer shall
include 8 stalement indicating the name
and address of the second rmanufacturer
and the amount of {t& claim which
relates to articles sold to the second
manufscturer. .

(i} Effect on other claims for credit or
refund 1l a claim for credit or refund is
made pursuant to section 6416 and the
regulaiions thereunder, relaling jn part
to returned sales. sales far exporl or for
exempl use. sales to States, elc. with
respec! fo & tax imposed by section 4071
or section 4081, and if the ¢lsirm is made
with respect 1o articles sold by the
claimant befare the date on which the
tax is reduced in rate or lerminated, the
claim shall be based on the new rate of
1ax unless the claimant can ectablish
that the lax was imposed at the old rate
end that no refund or credit under this
section was allowed wilh respect to the
articles. See, however, paragraph {d) ol
this section,

{j) Cther opplicable provisions. All
provisicns of law, including penalties,
applicable in respect of the Laxes
imposed by seclions 4071 and 4081 shall,
insofar sz applicable and not
inconsistent with section 8412, apply in
respect la the credits and refunds
pravided for in sectioh 6412 to the same
exlent ag if the credita or refunds
conslituied overpayments of the 1axes,
For provisions under which timely
mailing is (reated as timely filing, and
for pravisions applicable to the time for
performance of scts when the lasi day
falls on Saturday. Sunday. or a Jegal
holiday, see §§ 301.7502-1 pnd 301.7503-
1, respectively. of this chapter
(Regulations on Procedure snd
Adminisiraiioa).

§ 48.6412-2 DefinHlons for purposss of
Roor etocks credit or refund.

For purposes of section 5412 and the
regulations thereunder—

{8} Floor stocks. The terp “Hoor
stocks™ means any article subject to the
iax imposed by seclion 4073 or section
4081 whith—

{1} 1a 50l by the manufacivrer
{othersise than in & tax-free sale}
before Oclober 1. 1888,

{2) 1s helg by a dealer al the first

momeni on Detober 1, 1988, end has not _

been used, and

(3) 12 intended for saie.

However, the term "floor stocke™ does
not include gasoline in retsi! stocks held
at the place where intended 10 be sold at
retail, nor with respect 1o gasoline held
for sale by a producer or importer of
gasoline.

{t) Inventory date. The term
“inventory date” means the first
mcment on the date on which an article
is treated as floor stocks within the
meaning of paragraph {a} of this section.

{t) Dealer. The term “desler” includes
a wholesalet, jobber, distribuiar, or
retailer.

{d} Held by o deoler—{1) In general.
{3) An articie is considered s “held by s
dealer” il title to the article has passed
to the dealer [whether or nct delivery to
the dealer has been made), and if, for
purposes of consumption, title to or
possession of the article has not at eny
time been trangferred to any person
other than g dealet.

{ii) Flaor samples, demonstrators, and
articles undergoing repair (whether or
not op the dealer’s premises) 1hat are
carried in slock to be sold as pew
sriicles. and articles purchased tax-paid
by a manufacturer or a sales subsidiary
and held by the parson on the invenlory
date lor resale as puch, will be
considered a6 nnused and held by &
dealer, il title ta or passession of the
article has not at any time been
trans{erred 10 any person for purposes
of consumption.

(iii} Articles sold by & dealer o a
consumer befare the inventory date and
thereafier repossessed by the desler,
and articles purchased fax-paid by »
manufacturer for yse in further
manufacture within the meaning of

. section 4221{d1(6). will nat he

considered as held by a deater.

(iv) The delermination as to the time
litie or possession pasces for purposes
of consumption shatl be made under
spplicable local law.

{2) Exompl=s. The epplication of this
paragraph (d] may beillustrated by the
following examples:

Example (1. ¥, ynder loca) law, tille
1o an article wold by # Gealer undera
conditional aales coniract is in the
dealer on the inventory date, but the
consumer has physicel possession of the
article on that date, the article is not
considered as held by the dealer.

Example ;2). 11, under local law, title
(o an article is in the consumer on the
inveniory date becsuse ihe arlicle is

specifically identilied with a contract,
bul an that daie the desler siill has
phyvsicsl possession-af the article. for
example, in his will-call depaniment, the
article is not considered a5 held by the
desler on that date because title ta the
arlicle has passed 1o the consumer [or
purposes af cansumplion,

Exampie {3). I{, under local law, tide
to sn aricle i in the consumer on the
invenicry dale hecavte the desler
transferred the grticle to 8 common
carrier for delivery to the consumer, the
article in transit is not considered as
held by the dealer on that date because
title has passed io the consumer {or
purposes of consumption, even thaugh
neither the dealer nor the consumer has
physical possession of the article.

Example {4). U, under local law. title
10 en article ig in the dealeronthe ™
inventory date and does nol pass {o the
consumer until delivery by & common
carrier, the article in transir shali be
considered as held by the dealer on that
date because neither the tille nor
possession has passed 1o the consumer
for purposes of consumption.

Exomplie (5). If an arlicle has been
marigaged or otherwise hypothecated
by 3 desler as security Jor 8 loan and,
under local law, title to the article is in
‘he creditor on the inventory dale.fand
physical possession is in the dealer. the
article shall be considered as held by
the dealer on that dale because neither
litle nor possession has passed to the
consumer for purposes of consumplicn.

{e} OJd rate. The term “old rate”
means he rate of tax in effect with
respect to the sale of an article belore
the date designa:ed in paragraph {a] or
(5) of this seclioh on which the tax is
reduced in rate or is terminated.

i) Mew rote. The lerm “new rate”
means the rate of tax, if any. in efllect
with respect to the sale of an article on
the date designaled ip paragraph [a) or
(b) of this tection on which the tax is
reduced inrate or is lerminated.

{g) Dealer request limitation dete. The
ferm “deales request limilation dute™ is
the date prescribed by section 6412{a}{1)
before which the raquest on which the
manufaclurer's claim is based must be
submitted 10 the manufacturer by the
dealer who held the floor slocks on the
inveniory dale. In the case of 8n article
held by a dealer on Oclaber 1, 1968, the
dealer request limitalion date is january
1,1089.

[h) Claim Ymitction dote. The term
“claim limitation date” means the last
date prescribed by sectior 6412{a}{1] on
which refund or credit with respect 1o
floor stacks may be claimed by a
manufacturer. In the case of a0 snticle
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held by a dealer an Oclober 1. 1388, the
claim limilation date is March 31, 1589,

(i) Tax peid. A tax is considered paid
il it was paid or was oifset by an
allowable credit on the return on which
it was reported.

§ 48 6412-1 Amount of lax pakd on each
article,

(a} Generol rule. For purposes of
making the claim lot credit or refund
under § 48.6412-4 in respect of floor
stocks held by s dealer. the tax paid on
each article musi be separately
computed. If desired, the proceduces set
forth in paragraphs (b} through {g] of this
section may be used in making the
computation. The procedure used in
determining the lax paid on an arlicle
must aisc be used in determining the
amount of tax. if any, made applicable
to the arlicle on the effective date of
reduction or repeal of the tax involved.
Prior approval of the Internal Revenue
Service for the method of computation
reed not be ohlained and should not be
Tequested.

(b} Selling price. In determining the
price of an arlicle on which the tax paid
is to be compuled, the average of the
gross selling prices of identical articles
sold during & rapresentative period may
be used. For example, truck chassis of
the same model that are sold by the
manufacturer with the same equipment
and accessories are identical articles
whose selling prices may be compuled
on he basis of an average.

{c} Tronsportetion chorges. In
determining the price of an article on
which the tax paid is 1¢ be computed,
ke average of the exclusions aulhorized
by section 4216{a) [or transportalion,
delivery, insurance, installation. ete., [or
a reasonable category of articles during
a representative pericd may be used.

[d} Credits for lox paid on inner tubes.
The average of the credits authorized by
section B418(c] for tax paid on tires or
inner lubes may be averaged fora
reasonable category of articies during a
represenlative period, The credits shal)
be subtracted from the gross excise lax
to arrive at the net excise tax paid.

(e} Price readyustments. (1} In
determining the price on which the tax
paid is ta be compuled, there must be
taken inlg account any price
readjustments with respect to which the
manufacturer has filed a claim lor credit
or refund under section 8418{b). Other
price readjusiments which have been, or
are reasonab.y expected to be, made
wilh respect 1o the article may, at the
optien of the manufacturer, be taken
into account in computing the price of
the article,

{2) Price readjustments which cannat
be altributed to specific articles as of

the invenlory date (a3, for example, a
ptice readjustment ol s fiat dallar
smount which is made to dealers who
meel & aaies quola] may be taken into
sccount on the basis of an average of
the adjustments which is computed lor a
reasonable category of articles over a
representative period.

{3) Price readjustments related to
specific itema {83, for example. &n
aulomatic rebate of s specific
percentage of the price of each unit sold
to 8 dealet] may not be averaged, and in
such a case only the actusl price
regdjustment attributable to a particuler
article may be taken into sccount in
computing the tax on that article.

{4) If, because of the facis in 8 case. a
price readjustrment can be attribuled to
specific articles [or purposes of
confemer refunds but cannol be
attribuled 1o specific arlicles for
purposes of floor stocks credits or
refunds, the price adjusiment may be
averaged for purposes of both consumer
refunds and floor stocks credits and
refunda.

(I} Representative period. A period
will be considered a representstive
period if—

{1) It covers (i) &t least four
consecutive calendar quarters. the lant
of which ends with & period of six
celendar months immedistely preceding
the effective dale of the tax reduction or
repeal invalved or (ii) any ather period
of time which the texpayer can
demonstrate constitutes a representative
period for the particular category, and

{2) The numEer of articles in the
calegory involved sold by the
manufacturer during the period either (i)
equa's or exceeds the number of articles
in the calegory 1o which the average
amount is to be spplied or {ii) can be
demonstraled by the taxpayer to be a
representative quanlity.

(8] Reasonabie cotegory. Examplea of
a reaapnable category of articles are
articles that are jdentified by a common
stock or class humber or which are of
the same model. class, or line. For the
purpose of everaging exclusions,
another example of & reasonabie
category of articles is a grouping of
articles that are shipped in the same
container. If a manufacturer sells
articles bearing his own trademark and
also sells articles as private brands,
separate computations of the twa
brands must be made under this section.

Par. 21, Section 48.6418{a}~1 is revised
to read aa follows:

§ 43.8416(a)-1 Clalma for credit or refund
of overpayments of tazes on special tuels
and manufacturers azes.

Any claims for credit or refund of an
overpayment of & lax imposed by

chapter 31 or chapler 32 shall be made
in accordance with the applicable
provisions ol this subpart and the
applicable provisians of-i 301.68402-2 of
this chepter [Regulations on Procedure
end Administration). A claim on Form
843 is not required in the case of a claim
for credit, but the amount of the credit
shali be claimed by entering that
amount ae & credit on a retumn of tax
undet this subpart filed by the person
making the claim. In this regard, see
§ 48.64168{(}1.

Par. 22. The {ollowing new
§4§ 48.6418{a)-2 and 48.5418(a)-3 are
added immediately after § 48.6418(a}-1
to resd as follows.

§42.8416(p)2 Credil or refund of taz on
special fuels.

(a) Overpaymenis not described in
section 6416(b)(2}—{1) Claims included.
This paragraph applies only to claima
for credit or refund of an overpayment
of tax imposed by section 4041{a}(1){A}
{relating to 1ax on the sale of diesel
fuel), eection 4041{a){2](A) (relating 1o
tax on the sale of special motor fuels),
gection 4041{c)[1){A) {relnting to tax on

the sale of fuel for use in noncommercial

aviation]. or section 4041{c)(2}(A)
(relating lo the tax on sale of gasoline
for use in noncommercial aviation). Tt
doea not apply, however, to 8 claim lor
credit or refund of any overpayment
described in paragraph (b) of this
section which arises by reason of the
spplication of section 8416{b}(2).

(2) Supporting evidence required. No
credit or refund of any overpayment lo
which this paragraph [8) applies shall be
allowed unless the person who paid the
tax submits with the claim & written
consent of the ultimate purchaser to the
gllowance of the credit ar refund, or
submits with the claim a statement,
supporied by sufficient available
pvidence. asserting that—

{i) The person has neither included the
tax in the price of the fuel with respect
to which it was imposed nor collected
the amount of the lax from s vendee,
and identifying the nature of the
evidence available to establiah these
facts, or

{il} The person has repaid the amaount
of the tax to the ultimate purchaser of
the fuel.

(3} Vitimate purchaser. The term
“ultimate purchaser”, as used in
paragraph (a)(2) of this section. means
the vendee to whom the fue! was soid
tax-psid by the person claiming credit or
refund.

(b} Overpayments determined under
saction 8418{0)f2—1} Claims included.
This paragraph applies only to claims
for credit or refund of amounts paid as
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tax under section 4041{a)(1){A) [relating
to tax on the sale of diese] fuel) or
pection 4641{&)(2){A] {relating to tax on
the sale of special motor fuels) that are
determined to be overpayments by
reason of section 6418{b){2} {relsting to
fax payments in respect af certain uses,
sales. or resales of 8 taxable article).

12) Supporiing evidence required. No
credit or refund of an overpayment to
which this psragraph (b) applies shall be
allowed unless the peraon who paid the
tax submits with the claim a statement.
supported by sufficient evailable
evidence, nsserling that—

{i) The person has neither included the
tax in the price of the fuel with respect
to which i} was itmmposed nor caliecied
the amount of the tax from & vendee,
and identifying the nature cf the
evidence available to eslablish these
facts, or

{ii} The person has repaid. or agrged
to tepay, the amoun! of the tax to the
ultimate vendor of the fuel. or

{iii) The person has secured, and will
submit upen request of the Service, the
writlen consenl of the ultimate vendor
to the allowance of the credit or refund.

{3) Liit/mote vendor. The term
“ullimale vendor™, &s used in patagraph
{bl{z} of this seclion. means the seller
making the sale which gives rige 1o the
overpaymen! or which last precedes the
exportation or use which gives rise to
the overpaytnenl.

[c) Manapplication to tax on use of
special fuels. This section shail not have
any effect on overpayments of tax under
section 4041(a){1){B) (relating to tax on
the use ol diesel fuel). section
4041[a)(2)(B] {relaling to tax on the use
of special motor fuels). section
4041{c}{1){B] [relating 10 tax on the use
of fuel other than gasoline in
noncommercial aviation), section
4041(c)(2)(B] (relating to 1ax on the use
of gaseline in noncommercizal aviation).
or section 4042 (relaling 1o tax on fuel
used in commercial transpartation on
inland waterways}.

§ 48.6416(a)-3 Credit or refund of
manyulacturers tax undear chapler 32,

(a} Overpayment no! described in
section 8416{b){3)(C} or (4) (prior to
April 1, 1983} and section 6416{b}2}—{1}
Claims included. This paragraph applies
only 1o claims for credit or refund of an
cverpaymen! of manufacturers tax
imposed by chapler 32. It does not
apply. however, to a ¢laim for credit or
refund on any overpayment described in
paragraph {bj of thit section which
arises by reason of the application af
section 6416(b)(2), (3)}C), or (4].

{2) Supporting evidence required. Na
credil or relund of any overpayment to
which this paragraph {a) applies shall be

allowed unlegs the person who paid the
tax aubmits with the claim 8 written
consent of the uliimate purchaser to the
sliowance of the credit or refund, or
aubmits with the claim a statement,
supporied by sufficient availabe
evidence, asserting that—

(i} The person has neither included the
lax in the price of the article with
respect to which it was imposed nor
collected the amoun! of the tax from &
vendee, and identifying the nature of the
evidence available 10 establish these
facts. or

{it) The person has repaid the amount
of the tax g the ultimaie purchaser of
the article,

{3) Ultimote purchaser—{i) General
rule. The term “ultimate purchaser™, as
used in paragraph (a)(2} of this section,
means the person who purchased the
srticle for consumption, or for use in the
manufaciure of other articles snd not for
resdle in the form in which purchased.

(U] Special rule under section
6475(aj(3}. (A) Conditions to be met—1f
tax under chapter 32 is paid in respect of
an article and the Commissioner
determines that the article is no! subject
to tax under chapier 32. the lerm
“ultimate purchaser”, as used in
paragraph {a){2) of this section, includes
eny wholesaler, jobber. distributor, or
retailer who, on the 15th day after the
date of the determination. holds for sale
any such article with respect to which
tax has been paid. if the claim for credit
or refund of the pverpayment in respect
of the articles held for sale by the
wholesaler, johber, distributor, or
retailer is filed on or before the date on
which the person who paid the tax is
required to file a return for the period
ending with the firs! calendar quarles
which begins more than 60 daye afier
the dale of the determination by the
Commissioner.

(B] Supporting statement.—A claim
for credit or refund of an overpayment
of tax in respect of an ariicle as 1o
which a wholesaler, jobber, distributor.
ot relailer is the ultimate purchaser, as
provided in this paragraph [a8){3}(ii).
mus! be supporied by s slatement that
the person filing the claim has a

_statement. by each whaolesaler, jobber,

distributor, or retailer whose priicles are
cavered by the claim. showing toial
inventory, by model number and
guantity, of alt such articles purchased
tax-paid and held for sale as of 12:01
a.m. of the 15th day after the date of the
delermination by the Commissioner that
the arlicle is pot subject 1o tax under
chapter 32.

{C) Inventory requirement.—The
inveniory shal! not include eny such
article, title to which. or possession of
which, has previously been transferred

to any person for purposes of
consumplion unless the entire purchase
price was repaid to the person or
crediled to the person’s accountand the
pale was rescinded ar any such ariicie
purchased by the wholesaler. jobber,
distribuior, or retailar as &8 component
part of, or oo or in conneclion with,
another article. An article in transit at
the first moment of the 15th day after the
date of the determinalion is regarded as
being held by the person to whom it was
shipped. excepl that if title 1o the article
does not pass until delivered to the
person the article is deemed to be held
by the shipper.

(b} Overpayments described in
section 6416(b) {3NC} or (¢} (prior lo
April 1, 1933} and section 8416fb){2)—(1)
Cloims 1ncluded ~This paragraph
applies only 1o claims {ar credit or
relund of emounis paid as tax under
chapter 32 tha! are determined 10 be  —-
overpayments by reason of sectien
6416(b][2] [relating {0 tax payments in
respect of cerlain uses, sales. or resales
of 8 taxable article), section
6416{b){7}(C) (relaling to tax-paid tires
or inner tubes used for further
manufacture). or sechion 5416(bj{4)
{relating to tires ot inner tubes used by
the manufacturer on another
manufaciured article).

(2) Supporiing evidence requife8—No
credit or refund of an overpayment to
which this paragraph (b) applies shall be
allowed unless the person who paid the
tax submits with the claim a slatement,
supporied by sufficient available
evidence. asserting that—

{i) The person neither included the 1ax
in the price of the article with respect 1o
which it was imposed nor collecied the
amount of 1he tax from a vendee. and
identifying the nature of the evidence
available o establish these facis. or

{ii) The person repaid, or agreed to

. repay. the amount of the lax 1o the

vliimate vendor of the article. or

{iii} The person has secured. and will
submit upon request of the Service, the
written consent of the ulimate vendor
to the allowance of the credit or refund.

{3) Ultimote vendor.~{i) Genero!
rule.—The lerm "ullimate vendor™, as
used in paragraph (b)(2) of this seclion,
means the seller making the sale which
gives rise 10 the overpayment or which
last precedes the exporiation or use
which has given Hse to the
overpayment.

[ii} Special rule under section
6416{0){3}{B) prior lo revision by the
Highwoy Revenue Act of 1982.—In the
case of an overpayment delermined
under section 8418(b) (2){F}. {3)(C). or (&)
in respect of tires or inner lubes, where
the taxable article is used as a
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component pert of, or sold on orin.
connection with or with the sale of. a
second article which is exported, sold to
a nonprefil edvcational arganization for
its exclusive use, s0ld o a Siate or local
government for the exclusive use of a
State or local government or used or
soid for use as supplies for vessels or
aircralt, the term “ultimate vendor”, as
used in paragrsph [b){2} of thie section,
means the ultimate vendor of the second
article. See §§ 48.8416(b)(2)-2(g),
48.6¢16{b){3}-2(d), and 48.6416{b}{4}-
1(b], respeclively.

(c} Overpeyments not included. This
section does not apply (o eny
overpayment determined under section
6416(b){1) (relating lo price
readjustments), section 6416{b](3}(A)
(relating te certain cases in which
refungd ot credit ia allowable to the
manufacturer who uses, in the further
manufacture of 8 second article, a
taxabie article purchased by the
maanufacturer tax-paid). section
6416(b}{3B) prior to April 1, 1983
{relating to parts or accessorics laxable
under seclion 4061{b} and va=d by a
subsequent manufacturer or producer as
material or 8 component part of any
other article manufactured or produced
by him}. section 8418{b}(4) afler March
31. 1983 [relating to tires), saction
B416{b}{5} {relating to the return to the
seller of certain installment sccounts
whick the seller had previously sold) or
section 5416{b)(6} {relating to truck
chassis, bodies, and semi-trailers used
for further manufacture). In'this regard,
see §§ 48.6416(b)(1)-1, 48.6318{b}{3}1.
and 48.6416(b)(5)}-1.

Par. 23. Section 48.6416(b}-1 is
removed, and the following new
5§ 48.5418(bi[1)}-1, 48.6516(b)(1}-2
48.6415(b}(1)-3. and 48.6418(b)(1} are
added immediately after § 48.6416{a}-3.

§ 40 841E(DY 11 Price readjustimants
causing overpayments of manuiacturers
tax

In the case of any payment of tax
undet chapter 32 tha! is delermined to
be an overpayment by reason of & price
readjustment within the meaning of
section 8416[b)(1) and § 48.84168{b){1)-2
or § 48.6416(b}{1}-3, the person who paid
the tax may file n claim for refund of the
overpaymen! of may clsim credit for the
overpayment on sny return of tax under
this subpar which the person
subsequently files. Price readjustments
may not be anticipated. However, if the
readjustment has actually been made
before the return is filed for the period in
which the sale was made, the tax to be
reporied in respect of the sale may, at
the election of the taxpayer, be based
either (a] on the price ae 5o readjuated
ot {b) on the original sale price and &

credil or refund claimed in respect of the
price readjustment. A price
readjustment will be deemed to have
been made 81 Lhe time when the amount
of the readjusiment has been refunded
to the vendar or the vendor has been
informed that the vendor's sccount has
been crediled with the amount No
interest shall be paid on any credit or
refund allowed under this section. For
provisions relating o the evidence
reguired in support of a claim for credit
or refund, see § 301.6402-2 of this
chapler (Regulations on Procedure and
Administration), § 48.6418{a}-3(a)(2).
and § 48.6416(b}{1}4. For provisions
authorizing the taking of a credit in lieu
of filing a claim for refund, see section
6416{d) and } 48.6416{{}-1.

§ 45 8418{bY{12 Determination of price
readjustments,

{8} In general—{1) Rules of usval
opplication—|i) Amount trected os
overpayment.—If the tax imposed by
chapter 32 has been paid and therealter
the price of the article on which the tax
was based is readjusted, that part of the
tax which is proportionate to the part of
the price which is repaid or credited to
the purchaser is considered to be an
overpayment. A readjustment of price to
the purchaser may occur by reason of—

(A) The return of the article,

(B) The repossession of the article,

{C) The retumn or repoasession of the
covering or container of the article, or

[D] A bona fide discounl, rebate, or
allowance against the price at which the
article was aold.

(ii) Requirements of price -
recdjustment. A price resdiustment will
not be deemed to have been made
unless the person who paid the tax -
either—

{A) Repays part or all of the purchase ~

price in cash to the vendee,

[B] Credits the vendee’s account for
part or all of the purchase price, or

(C) Directly or indirectly reimburses a
third party for part or al! of the purchase
price for the direct benefit of the vendee.
In e#ddition, 10 be deemed & price
readjustment, the paymen! or credit
must be tontractually or economically
related to the 1axable sale thal the
payment or credit purports 10 adjust-
Thus, commissions or bonuses paid toa
manufacturer's own agenls or
aslesperaon for selling the
manufacturer’s laxable products are not
price readjustmenis for purposes of this
section, since those commissicnas or
bonuses are not paid or credited either
to the manufacturer's vendee arto a
third party for the vendee's benefit. On
the other hand, & bonus paid by the
menufacturer 1o & dealer’s salesperson
for negoliating the sele of a taxable

article previously sold to the dealer by
the manulacturer is considered to be a
readjustroent of the price on the original
sale of the 1axable article, regardiess of
whether the paymenl g the salesperson
i» made directly by the manufacturer or
to the salesperson through the dealer. In
such a case, the payment is related to
the sale of a taxable article and is made
for the benefil of the dealer because it is
made to the dealet's salesperson to
encourage the sale of a product owned
by the dealer. Similarly, payments or
credits made by a manwacturer to a
vendee as reimbursement of interest
expense incurred by the vendee in
connection with a so-called "free
flooring™ arrgngement for the purchase
of texabie articles is a price
readjustment, regardiess of whether the
payment or credit ia made directly 1o the
vendee or to the vendee's creditor on
behalf of the vendee.

{ii) Limitation on credi! or refund.
‘The credit or refund allowable by
reason of & price readjustment in respect
of the sale of 8 taxable arlicle may not
exceed an amouni which bears the same
ratio to the total tax originally due and
payable on the article as the amount of
the tax-included readjustment bears to
the origina! tax-included sale price of
the article.

Examgple. A manufaciurer sells a taxable
article for $100 plus $10 excise tax, and
teports and pays tax lisbility accordingly.
Thereafier, the manufacturer credits the
customer’s account for 511 [1ax included) in
readjustment of the original sale price. The
overpayment of tax ia §1, determined as
follows.

Tux-included readjustment  Original lax due=
Tax pverpayment.

Tarancluded saie price

Ll x$10= $1 iax overpaid
$1i0

(2} Rules of specral application~—i}
Constructive sale price—I1, in the case
of a taxable sale, the tax imposed by
chapter 32 is based on a constructive
sale price determined under any
paragraph of section 4218{b] and the
regulations thereunder, as delermined
without reference lo section 4218, then
any price readjustment made with
respect to the sale may be taken inlto
account under this section only te tve
exteni that the price resdjusiment
reduces the actual sale price of the
articie below the constructive sale price.

Example. (A} A manufacturer sells ¢
taxable artcle at retail for $110 ixx included.
Upder section 4215{b)(1) the constructive sale
price {iax included} of the articie in
determined o be $81 Thereafter, the
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manulacturer grants an aliowance of $10 1o
the purchaser, which reduces the actual
selling price (lax included) Lo $100. Since the
readjusiment price nill exceeds the amounts
of the constructive sale price, this
regdjustiment is not recognized as o price
readjustment under this section.

{B) Subsequentiy. the manufacturer extends
30 the purchaser an additional price

percenlage tax rate

100 plus percentage tox rate

10
(- X $3=8$0.27 ) X
100

(ii) Price determined under section
4223(5)f2).—1f a manufacturer {within
the meaning of seclion 4223{a)} to whom
#n article is sold or resold free of tax in
accordance with the provisions of
section 4221{8){1) for use in further
manuwlacture diverts the articlelo s
faxsable use or sells it in a taxable sale,
and pursuani to the provisions of section
4223(b)(2) computes the tax liability in
respect of the use or sale on the price for
which the article was sold to the
manufaciurer or on the price at which
the article was sold by the actual’
manufacturer, a reduction of the price
on which the tax was based does not
resull in en overpaymen! within the
meaning of section B416(b){1} of this
section. Moreover, if a manufacturer
purchases an srticle tax free and
computes the tax in respeci of a
subsequent sale of the article pursuant
10 the provisions of section 4223{b](2).
an overpaymeni does not arise by
reason of readjusimeni ol the price for
which the article was sold by the
manuflacturer except where the
readjustment results from the return or
repossession of the arlicle by the '
manufaciurer, ard al} of the purchase
price is refunded by the manulacturer.
See, however, paragraph {b){4} of this
seclion as 1o repurchased articles.

{b) Returni of an article—{1) Price
readjustment.—If 8 taxable article is
returned 1o the manufaciurer who paid
the 1ax imposed by chapter 32 on the
sale of the article, a price resdjustment
giving rise to an ovesrpaymenl results—

{i} If the article is relurned before use,
and &ll of the purchase price is repaid to
the vendee or credited o the vendee's
account, or

{ii} If the article is relurned under an
express or implied warranly as to
qualily or service, and all or a part of
the purchase price is repaid 10 the

sllowance of $10, thereby reducing the actual
sale price to 590, Since the arhual sale price is
now 33 Jess than the constructive sale price
of $82, the manufaciurer has overpaid by the

" amount of tax aluibutable to the $3.
Asauming the tex rate involved is 10 percent.
and the prices involved are Iax-included, the
overpaymend of tex would be $0.27,
determined as follows:

‘% tax-included resdiusiment =tax overpayment

vendee or credited to the vendee's
account, or

[i#i} If title is still in the seller, as, for
example, in the case of certain
installment seles contracts, and allor a
part of the purchase price is repaid to
the vendee or credited (o the veridee's
account.

{2) Return of purchase price—For
purposes of paragraph (b)(1} of this
section, if all of the purchase price of an
article has been returned to lhe vendee,
except for an amount retained by the
manufaciurer pursuani to contract as
reimbursement of expense incurred in
connection with the sale (such as &
bandling or restocking charge), all of the
purchase price is considered to have
been returned to the vendee.

{3} Toxobility of subseguent sale or
vse.-—If, under any of the conditions
described in paragraph (b)(1) of this
section. an article is returned 10 the
manufaciurer who paid the tax and all
of the purchase price is returned to the
vendee, the sale is considered 1o have
been rescinded. Any subsequent sale or
use of the article by the manufacturer
will be considered to be an original sale
or use of the article by the manufaciurer
which is subject {o tax under chapler 32
unless otherwise exempt. If under any
such condition an article is returned to
the manufaciurer who paid the tax snd
only pari of the purchase price is
returned to the vendee, s subsequent
sale of the article by the manufacturer
will be subject to tax to the extent that
the sale price exceeds the adjusied sate
price of the first {axable sale.

(4) Treatment of other transactions as
repurchases.—Excep! as provided in
paragraph {b)1) of this section, a price
readjustment will not result when a
taxsble article is returned to the
manufacturer wha paid the tax on the
sale of the article, even though ali or a
pari of the purchase price is repaid lo
the vendee or credited to the vendee's
account, since such a transaction will be

considered to be a repurchase of Lhe
article by the manufacturer.

(c) Repossession-of on article’ If a
taxable ariicle is repossessed by the
manufacturer who paid the tax imposed
by chapter 32 on the sale of the arlicle,
and a1l or 8 part of the purchase price is
repaid to the vendee or credited 1o the
vendee's account, 8 price readjusiment
giving rise to An overpayment will
resull. However, if the manufacturer
later resells the repossessad article for a
price in excess of the eriginal adjusted
sale price. the manufaciurer will be
liable for tax under chapter 32 to the
extent that the resale price exceeds the
original adjusted sale price.

{d) Return or repossession of covering
or container. Il the covering or container
of s taxable srticle is returned 1o, or
reposaessed by the manufacturer who__
paid the tax imposed by chapter 32 on
the sale of the article, and all ora
porlion of the purchase price is repaid to
the vendee or credited to the vendee's
account by reason of the return or
repossession of the covering or
containet, a price edjustment giving rise
to an overpayment will result. i a
taxable article is considered to have
been repurchased, as provided in
peragraph (b}{4) of this section. and the
covering or container accompagigs the
taxable article as part of the transaction,
the covering or container will also be
considered to have been repurchased.

[e) Bona fide discounts, rebotes, or
oliowaonces~—{1) In general Except as
provided in § 48.6416(b}(1)-3 (relaling to
readjusiments in respect of local
sdveriising), the basic consideration in
determining. for purposes of this section.
whether a bons fide discount. rebate. or
allowance has been made is whelher the
price actuslly paid by. or charged
egains!, the purchaser has in fact been
reduced by subsequenl transaclions
between the pariies. Generally. the price
will be considered lo have been
readjusted by reason of & bons fide
discount, rebate. or allowance, only if
the manufacturer who made the 1axable
sale repays a part ol the purchase price
in cash to the vendee, or credits the
vendee's account, or directly or
indirectly reimburses a third party for
part or all of the purchase price for the
direct benefit of the vendee, in
consideration of factors which. if taken
inlo account at the time of the original
transaction, would have resulled at that
time in a lower sale price, For example.
a price resdjusiment will be considered
to have been made when a bona fide
discount, rebate, or allowance is given
in consideralion of such faciors as
promp! payment, quantity buying over &
specified period. the vendee’s inventory



32026

Federal Register / Vol. 50, No. 153 / Thursday, August 8. 1985 { Rules and Regulations

of an article when new models are
introduced. or a general price reduction
affecting articles held in stock by the
vendee 83 of a certain date. On the other
hand, repayments made to the vendee
do not elTectuste price readjustments if
given in consideration of circumatances
under which the vengdee bas incurred. or
is required ta incur, an expense which, if
treated as a separate ilem in Lhe original
transaction, would have been includible
in the price of the articte {or purposes of
computing the tax.

Exomples. The provisions of
paragraph (e]{1) of this section may be
illustrated by the following examples:

Exomple {1). B, s manufachurer of fishing
rods. bills its distributors in a specified
amount per fishing rod purchased by them.
Therealler, B issues to each distribulor a
ctedit memorandum in the amount of X
dollars for each demansiration by the
distributor of the fishing rods at @ sporting
goods exhbition. The credil which B allows
the distributor for demonstration of B's
product Joes not effect a readjustment of
price.

Example £2). C, a manufacturer of
avtemabiles, bills its dealers in o specified
amcunt per automobile purchased by them.
Thereafier. C remils to the dealer X dollars of
the original sale price for each automobile
sold by the dealer in the last month of the
mode! ¥ear. An additional amount of Y
doilars is paid to the dealer upon a showing
by the dealer tha! the dealer has paid Y
dollar 1o the salesperson who made the sale.
I this case. the X dollars paid to the dealer
by C constitutes u bona fide discount, rebate,
or allowance since payment of such amount
ia in the nature of a price reduction by reason
of Ihe dealer's inventory when new models
ate introduced. [nsddition, the Y dollars paid
10 the dealer in reimbursement for the
armount paid by the dealer to the salesperyom
who made the 1ale. also constitules a bona
fide discount, rebate, or aliowsnce,

12} Inobility to callect price. A charge-
off of an amount outstanding in an open
account, due to inability to collect. is not
a bona fide discount, rebate. or
allowance and does not. in and of itself,
give rise to a price readjustment within
the meaning of this section.

{3} Loss or domaoge in transit. If tite to
an arlicle has passed to the vendee, the
subsequent loas, darsage. or destruclion
of the article while in the possession of
a carrier for delivery o the vendee does
nol. in and of itsell, affact the price st
which the article was sold. However, if
the article was sold under & contract
providing Lhal if the article was lost,
damaged, or destroyed in transit, ttle
would zeveri to the vendor and the
vender would reimburse the vendee in
full for the sale price. then the original
sale is considered to bave been
rescinded. The vendor is entitled 1o
credit or refund of the tax paid upon

reimbursement of the full tax-included
sale price to the vendee.

§42.6416(B)1)-3 Readjustment for locsl
sdvertising charges

{a) In general If « manulacturer has
paid the lax imposed by chapler 32 on
the price of any aticle soid by the
manufscturer and thereafter has repaid
a portion of the price to the purchaser or
any subsequent vendee in
reimbursement of expenases for local
advertising of the article or any other
article sold by the manufacturer which
is taxable al the same rate under the
same section of chapter 32, the
reimbursement wil} be considered a
price readjustment constituting an
overpayment which the manufacturer
may.claim as a credit of tefund. The
amount of the reimbursement may nol,
however, exceed the limitation provided
by section 4218(e){2]) and § 48.4216(e}-2,
delermined as of the close of the
calendar quarier in which the
reimbursement is made ot 2s of the
close of any subsequenl calendar
quarler of the same calendar year in
which it is made. The term “local
advertising™, as used in this section, has
the same meaning as preacribed by
section 4216(e)(4) and inciudes
geoerally, advertising which is
broadcast over 2 radio station or
television station, or appears in a
newspaper or magazine, or is displayed
by means of an outdoor advertising sign
or poster.

(b) Local advertising chorges
exciuded from taxable price in one year
bu! repaid in following year—{1)
Determination-of price readjusiments
for yeor in which charge is repaid. If the
tax impased by chapter 32 was paid
with respect to local advertising charges
that were excluded in computing the
taxabie price of an anticle yold in any
calendar year but are not repaid to the
menufacturer's purchaser or any
subsequent vendee before May 1 of the
following calendar year, the subsequent
repayment of those charges by the
manufacturer in reimbursement of
expenses for local advertising will be
considered a price readjustment
constituting an overpayment which the
manufacturet may claim as a credit or
refund. The amocunt of the
reimbursement may not, however,
exceed the limitation provided by
secltion 4218{e}(2] and § $8.4218{e}{2),
determined as of Lhe close of the
calendar quarter in which the
reimbursement is made or a1 of the
close of any subsequent calendar
quarier of the same calendar year in
which it is made.

(2) Redeterrnination of price
regdjustments for yeor in whrch charge

was mode. Il the tax imposed by chapter
32 was paid with respect 1o local
sdvertising charges that were excluded
in computing the taxable price of an
article sold in uny calendar year but are
not repaid to the manufacturer's
purchaser or any subsequent vendor
belore May 1 of the following calendar
yesr, the manufacturer may make 8
redetermination, in respect of the
calendar year in which the charge was
made, of the price readjustments
constituting an overpayment which the
manufacturer may claim as a ¢credit or
refund. This redetermination may be
made by excluding the local advertising
charges made in the calendar year thal
became taxable as of May 1 of the
following calendar year.

§ 48.6416{8)}1)-4 Supporting evidence
requited In case of price readjustments,

No credit or refund of an overpayment
arising by reason of a price
readjustment described in
§ 48.6416(b)(1)-2 or § 48.5418(b){1}-3
shall be allowed unless the
menufacturer who paid the tax submils
a statement, supporied by sufficient
aveileble evidence— .

(a) Describing the circumstances
which gave rise to the price
readjustment.

(b) 1dentifying the article in respect of
which the price readjustment was
allowed,

(c) Showing the price st which the
article was sold, the amount of tax paid
in respect of the article. and the date on
which the tax was psid,

(d) Giving the name and address of
the purchaser 10 whotw the article was
sold, and

{¢) Showing the amount repaid to the
purchaser or credited ta the purchaser’s
account.

Par. 24. Section 48.6416(b}-2 is
removed and the following new
§§ 48.6416(b}](2}-1. 48.6416(b}{2}-2
48.8416(b){2)}-3 and 48.6416{b)(2}4 are
added immedisiely after § 48.6416{b)(1}
4

§ $0.6416{bK-1 Certain exportations,
uses paies, OF resales causing
overprymenis of tax

1o the case of any payment of tax
under section 4041 (a}{1) or (a){2) (diesel
fuel snd special fuels tax} or under
chapter 32 {manufacturers tax} that is

_ determined to be an overpayment by

reason of certain expartations, uses,
sales, or resales described in section
8416(b}(2) and § 48.6416(b)(2}-2. the
person who paid the tax may file 8 claim
for refund of the overpayment ot. in the
case of overpayments under chapter 32,
may claim czedit foc the overpayment on
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any return of lax under iz subpant
which the person subsequently filex
However, under the circumstances
described in section 6416{c] and

§ 40.564916{e}-1, the overpsyments ander
chapter 32 may be refunded to an
exparter or shipper. In the case of
overpayments of tax under section #041
resulling from certaio nontaxeble uses
of lax-paid fuel afier june 30, 1970, see
also pection 6427 and the regulations
thereunder. No interest shall be paid on-
any cedit or refund sllowed under this
section. For provisions relating 1o the
evidente required in support of a daim
for credit or refund under this section,
see § 301.6402-2 of this chapler
{Regulations on Procedure and
Administration) and §§ 48.6416{b}{2)-3
and 48.6416{b}{2)—4. For provisiors
suthorizing the taking of & credit in liew
of filing a claim for refund, see section
6416{d] and § 48.6416(-1.

F40.641B(bK2>-2 Exporiations, uses,
salag, and reszine includad

{(a) In generol. The payment of tax
imposed by section 4041 {a}(1} or [a){2]}.
ot by chapter 32, as the case may be, en
the #ale of any article, other than coal
taxahle under section 4121, will be
consideted to be an overpayment by
reason of any exportation, use, pale. or
resale described in any one of
paragraphs (b) lo (o), inclusive, of this
seclion. This section applies only in
those cases where the exportation, use,
sale, or resale {or any combination
thereof} referred 10 in any one or more
of these paragraphs occurs belore any
other use. If any article is sold or resold
for 8 use described in any one of these
paragraphs and is not in fact so used,
the patagraph is treated in all respects
as inapplicable.

{h) Exportotion of tox-paid articles.
Subject to the limilation in section
6415(g) and § 48.6416{g)-1 (applyving to
arlicles subject 1o the tax imposed by
section 4061{a) grior to April 1, 1983). &
payment of tax under chapter 32 oo the
saie of any article, ar under section 4041
(8)(1} o1 {8}{2) on the sale of diese] fuel”
or special motor fuel, will be considered
to be an overpayment under section
6416(b}(2)(A} il the article or fuel iz by
any person exporied 10 a foreign country
or shipped (o 8 possession of the United
Slaies. Except in the case of articles
subject to the 12x impozed by section
4081{a}, pricr to April 1,1983, il is
immaterial for purpases of this
paragraph (b). whether the person who
made the taxable sale had knowledge at
the time of the sale thal the article or
fuel was being purchased for exporito a
fareign country or shipment 1o &
possession of the Uniled States. See
§ 48.6416{c}-1 for the circumstances

under which a claim for refund by
reason of the exportation of o articie
may be claimed by the exporter or
shipper. rather than by the person who
paid the tax. For definition of the lerm
“possession of the United Stales”, see
§ 48.0-2{a}(11).

(c) Supplies for vessels or pircraft. A
payment of tax under chapter 32 oo the
sale of any anticle, or under section 041
{a}{1) or {a){2] on the szle of diesel fuel
or special motor fuel, will be considered
to be an overpaymeni under section
6418{b}(2)(B] if the article or fuel in used
by eny person, or is sold by any person
for use by the purchaser, 88 supplies for
vessels or aircraft. .

The term “supplies for vessela or
aircraft”, as used in this paragraph. has
the same meaning as when used in
sections 4041(g). 4221{a}(3). 4221[d}(3}.
and 4221{e}{1}, and the regulations
thereunder.

(d) Use by Stote or Jocal governmen.
A payment of tax under chapler 3200
the sale of-any article, or under section
4041 (a){3) or (a){2) on the sale of diesel
fuel ar special motor fuel, will be
considered 10 be an overpaymen! under
section 6418(b)(2)|C} if the article of foel
is sold by any person to & State, any
pohtical subdivision thereof. or the
District of Columbia for the exclunive
use of a Stale. any political subdivision
thereof, or the District of Columbia, For
provisions relaling to tax-free salesto a
State, any political subdivision thereof,
or the District of Columbia. see seclion
4221{a}(4) and the regulalona
thereunder.

(e) Use by nonprofit educational
orgonization. A payment of tax under
chapier 32 on the sale of any article, or
under seclion 4041 {8)(1) or {&){2) on the
sale of diesel fuel or apecial motor fuel,
will be considered to he an overpayment
under section 8416{b}(2}{D) if the article
or fuel is s0}d Ly any personto a |
nonprafit edycational organization for
its exclusive use. The lerm "nonprofit
educational organizalion”, as used in
this paragraph [e), has the same
meaning as when used in section 4221
fa}{5) or {d){S), whichever applies, and
the regulations thereunder.

{f) Tax-paid tires or inner tubes resold
for use in further monufocture, A
payment of tax under sectlion 40673 on
tha sxale of a tire or, prior to Janvary 1,
1984, on the sale of an inner fube will be
considerad to be an overpaymen! under
pection 6416(b)(2)(E) if—

{1) The tire ar inner tube is. after the
original sale of the article by the
raanufacturer, resold by any person to
anolher manufacturer;

(2) The olher mapufacturer sells the
tire or inner tube on or in conneclion

with, ot with the sale ol any other
atticle manulactured or produced by the
other manuefaciurer and

(3} That olher articie is by any person
either— SR

(i} Exported tc a foreign country or to
a possessioh of the United States,

(if) Sold 10 n State, any political
aubdivision thereol, or the District of
Columbia fot the exclusive use cf e
State, any political subdivision thereef,
or the District of Columbia,

{iii) Sold ta a nanprofit educational
organization for its exclusive use. or

{iv) Used or soid [or use as supplies
for vessels or aircraft.

. The overpayment described in this

paragraph {f} is to be distinguished from
the overpaymen! described in section
6416(b)(3)(C) prior to amendment by the
Highway Revenue Act of 1382 and
section 6418{b}{3) as amended by the
Highwayv Revenue Act of 1382. and
§ 48.6416{b){3}-2 [d] in that the
pverpayment here deacribed arises {rom
a “resale” for the use described in this
paragraph. while the section
6418{b}{3){C) overpayment srises from
the "use"” of tires ot inner tubes io the
manufacture of other articles bv a
subsequent manufacturer who
purchases tax-paid tires or tubes and
disposes of finished articles on the basis
of one of the exemplions set forthdne.
section B416[B)[3)(C). A manufacturer
claiming a cradit or refund under this
paragraph {f) must have substantially
the same infcrmation available in
auppart of the claim as is required under
§ 48 4221-7{c){2} in support of exempl
sales of tires or inner tubes under the
provisions of section 4221(e){2]. excep!
tha! none of the parties involved need
be registered vnder section 4222

(g} Ports or accessories used on form
eguipment. A payment of tax under
sertion 4061(E) prior 1o January 7, 1982
or. the sale of parts or accessories [other
than spark plugs and storaga batteries)
will be considered te be an overpayment
under section 6418(b){2){F) if the pans or
accessories are used by any person. of
are sold by any persen for use by the
purchaser, as repair parts, replacement
paTis or sccessories for farm equipment.
The term “farm equipment.” as used in
this paragraph {g). does not include any
arlicle taxable uncer section 4061{a)(1)
[relaling to trucks, buses, fractors, etc.}.
The term “parts or accesscries,” as used
in this paragrapb (g} has the saroe
meaning s in seclion 4061{b) and the
regulations thereunder. This paragraph
(g] does pot spply to an overpayment of
lax arising by reason ol section .
5416{b)(3) and § 48.6418{b}{3)-1. relating
1o articles purchased tax paid from a
manufaciurer by a subsequent

———te
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manufacturer and ysed by the

subsequenl manufacturer in further

mantfaciure of a taxable or nontaxable
_article,

{h} Treod rubber used for certoin
purposes. All references in this
paragraph to sections 4071{a}(4).
6416(b}(2)(G) and 4072 and the
regulations theteunder, are to the
Internal Revenue Code prior to its
revision by the Highway Revenue Act of
1982. A payment of tax under section
4071{a}(4) prior to January 1, 1984, on the
sale of tread rubber which is used by
any person, or which is sold by any
person for use by the purchaser,
atiierwise than in the recapping or
retreading or tires of the type used an
highway vehicies, will be considered to
be an overpayment under section
6416{b](2}G). If the \read rubber is used
in the recapping ot retreading of tires,
the type of vehicle on which the
recapped or retreaded tire is be used
and the actual or intended use of the
recapped or retreaded tire are
immeterial in determining whether an
overpaymen! arises under this
puragraph {h). The controlling factor is
whether the tire resulung from the
recapping or retreading is of a type
which is nof used on a highway vehicle.
The lerm “tread rubber.” "tires of the
tvpe used on highway vehicles”. and
“iires”, as used in this paragraph (h)
have the same meaning as in section
4072 and the regulations thereunder.
Thas paragraph (h) does not apply to an
overpayment arising by reason of
seclion $416{b)(3) and § 48.6916{b){3)-1.
relating to articles purchased tax paid
from 2 manufaciurer by a subsequeni
manufacturer and used by the
subsequent manufacturer in Further
manufacture of another article taxable
under chapter 32.

(i) Gosoline used in production of
special fuels. A payment of tax under
section 4081 on the sale of gasoline will
be considered to be an overpayment
under section 6416{b){2}{H]} (section
8415(b){2)(F) after March 31. 1983), if the
gasoiine is used by any person, or seld
by any person for use by the purchaser,
in the production of 2 special fuel. The
term “special fuel”, as used in this
paragraph [i). has the same meaning as
in section 4041 and the regulations
thereunder.

li} Articles sold for use os trosh
cortainers. All relerences in this
paragraph are to the Internal Revenue
Code of 1854 prior lo its revision by the
Highway Revenue Aci of 1954. See
seclion 4053 (6} of the Inlerna! Revenue
Code of 1954 as amended by the
Highway Revenue Act of 1982 for
provisions relating 1o articles designed

to be vsed as trash conlainers. A
payment of tax under seclion 4061 (a) on
a sale prior to April 1, 1983. of any box,
container, receptacle, bin, or other
similar article will be considered to be
an overpayment under section
6416(bj(2)(]) if the article is—~—

{1} Soid by any person to any
purchaser for use by the purchaser as a
trash container,

{2} Not designed for the transporiation
of freight other than trash, and

{3) Not designed lo be permanently
mounled on, or permanenlly affixed to.
a chassis or body of an automohile,
truck. truck trailer, or truck semitrailer.

in addition, a payment of tax under
seclion 4061(b) on parts or accessories
for any such box, conlainer, receptacle,
etc., will be considered to be an
overpayment under section 8416{b){2}{]}
if the part or accessory is designed
primarily {or use on, in connection with,
or a5 a component part of, the box,
container, receptacle. etc., and is
installed on the box, container,
recephacle, etc. at the time of sale or is
sold with the article s an inlegral part
of the container syslem. This paragraph
{j} does not apply o paris or accessories
sold for use as replacement parts or
accessories. even if those parts or
accessoties are sold in connection with
the sale of a box, container, receptacle,
etc. Any term used in this paragraph (j)
that is also used in section 4063(a)(7) or
the regulations thereunder Las the same
meaning 81 in that section and the
regulations thereunder. .

{k) Parts or gccessories sold in
conpection with light-duty trucks. All
references in this paragraph are to the
Internal Revenue Coade of 1954 prior to
its revision by the Highway Revenue
Act of 1982. A payment of tax under
section 4081[b] on the sale of parts or
accessories will be considered to be an
overpayment under section 8318{b)(2)(K}
=

{1) The parts or sccessories are sold
on or in connection with the first retail
sale of a light-duty truck as described in
section 4061(a}{2) and the regulations
thereunder, and

[2) The credit or rafund of tax ix not
available under any other provisions of
law.

The term “parts or gecessories,” as used
in this paragraph (k). has the same
meaning a8 in section 4061(b} and the
regulations thereundsr. This paragraph
{(k} doea not apply to an averpayment of
tax arising by reason of section
B416{(b}{2) and § 48.6416(b}{3)~1, relating
to articles purchased tax-paid from a
manufacturer by a subsequent
manufacturer and used by the
subsequent manufacturer in further

manufacture of a taxable or nontaxable
article.

§ 43.5418(0%2)-3 Suppbriing svidence
required in case of manutaciurers tax

invoiving exportations, uses, sales, or
resales

(@} Evidence to be submitied by
claimant. No claim for credil or refund
of an overpayment, within the meaning
of mection 6416(b)(2) and § 48.6416{b){2}-
2, of tax under chapter 32 shall be
allowed unless the person whao paid the
tax submilts with the claim the evidence
required by paragraph (b){2) of
§ 48.6416(a)}-3 and a statement,
supported by sufficient available
evidence—

{1) Showing the amount claimed in
respecl of each category of exportations,
uses, sales. or resales on which the
claim is based and which give rise ta a
right of credit or refund under section
6416{b){2} and § 48.6416(b){2}-1,

(2} Identifying the article, both as to
nature and quanlity, in respect of which
credit or refund is claimed,

{3) Showing the amount of tax paid in
tespect of the griicle or articles and the
dzies of payment, and

{2) In the case of an overpayment
determined under section 8418(b){2)[A)
end paragraph {b] of § 48.6416(b){2)}-2 in
respect of an article which was taxable
prior to April 1, 1883 under section
4061{a). indicating that, pursuant {o
section 6416(g). the person claiming a
credit or refund possessed at the time
that person shipped the article or al the
time title to the article passed to the
vendee, whichever is earlier, evidence
that the article was lo be exporled to a
foreign counlry or shipped te &
possession of the United States, or

(5) In the case of any overpayment
other than an overpayment determined
under section 6416(b)[2){E] and
paragraph [f) of § 48.6416(b){2)-2,
indicating that the persen claiming a
credit or refund possesses evidence (as
set forth in paragraph (b)(1} of this
section) that the article has been
exported, or has been used, sold, or
resold in a menner or for & purpose
which gives rise to &n overpayment
within the meaning of aection 6416{b)(2]
and § 48.6416{b}{2}-Z, ar

(8} In the case of an overpayment
determined under section 6416(b)(2}(E}

" and paragraph {[] of § 48.6416(b){(2}-2.

relating to a tax-paid tire or inner lube
saold on or in connection with, or with
the sale of, & second article that has
been manufaciured. indicating that the
person claiming credit or refund
possesses (i} evidence (as set forth in
paragraph {b}(2) of this section) that the
second article has been exporied, or has
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been used or sold ss provided in certificate of the wltimate purchaser il it Exportes
§ 48.5418{b}2)-2(f). and [ii) a steterment,  contains all the information required by  vasors Date of —~—art,
executed and signed by the ultimate this paragraph (b){1){ii}. Frvesca e el
pwehaser of the tire or inner tube, that tsoeciyt

the ultimale purchaser purchased the
tire or inner tube from e person other
than the person who paid the lax on the
sale of the tire or inner hzbe.

(b} Evidence required to be in
possession of claimant—{1) Evidence
required under parogroph {a}5)—{i} in
general The evidence required to be
retained by the person who paid the tax,
as provided in paragraph (8){5) of this
section. must, in the case of so article
exported, consisi of proof of exportation
io the form prescribed in the regulations
under section 4221 or mus?, in the case
of other articles sold tax-paid by that
person, consist of 1 certificate, executed
and signed by the ultimate purchdser of
the article, in the {orm preacribed in
paragraph [b)[1){ii} of this section.
However if the ariicle 10 which the
ciaim relates has passed through a chain
of sales from the person who paid the
1ax to the ultimate purchaser. the
evidence required 1o be retained by the
persen who paid the tax may consist of
e certificate, executed and signed by the
ultimate vendor of the arlicle, in the
farm provided in paragraph (b}{1}iii) of
this section, rather than the proof of
exportalion itsell or the certificate of the
ultimate purchaser.

{ii} Certificate of ultimate purchaser.

{A) The certificate executed and
signed by the ultimate purchaser of the
article to which the ¢laim relates must
idenlify the article, both as {o nature
and quaniily; show the address of the
ultimate purchaser of the article, end the
name and address of the uvltimate
vendor of the article: and describe the
use actually made of the article in
sufficient detail 1o establish that credit |
or refund is due, excepl that the use to
be made of the article must be described
in lieu of actual use if the claim is made
by reason of the sale or resale of an
article for & specified use which gives
rise to the overpayment.

(B} if the certilicate sets forth the use
to be made of any article, rather than its
actual use, it must show that the
ultimate purchaser has agreed to notify
the claimant if the article is not in fact
used as specified in the cerificate.

{C) The certiflicate must! also contain &
statement that the ultimate purchaser
undersiands that the ultimate purchaser
and any other party may, for fraudulent
use of the certificate, be subjecl under
seclion 7201 1o a fine of not more Lhan
$10.000, or imprisonmeni for not more
than 5 years. or both, together with the
coats of prosecution.

{D} A purchase order will be
sccepiable in liev of a separate

(iii) Certificate of ult/imate vendor.
Any certilicate executed and signed by
an ultimste vendor as evidence to be
retained by the person who paid the tax,
a5 provided in paragraph (8)(5) of thia
section, may be execuled with respect to
any one of more overpayments by the
persob which arose under section
6416(b)(2) and §§ 408.6416(b)(2}-2 by
reason of exporiations, uses. sales or
resales, occurring within any period of
nol more then 12 consecutive calendar
quarters, the beginning and ending dates
of which are specified in the certificate.

The certificate must be in
substantially the following form:

Stalemen! of Ultimate Vendor

{Fur use in claiming credit or refund of
overpayment determined under section
8415{5}{2) {other than section 8416{b){2j(E)} of
the lnternal Revenue Code )

The undersigned or the

{Name of ullimale vendor if other than
undersigned) of which the undersigned is
(Title). in the ultimale vendor of the article
specified below or on the reverse side hereof.

The article was purchesed by the ultimste
vendor tax-paid and was thereafter exported.
used. sold. ot resold (as indicated below or
oo the revorse sids bereof).

The ullimate vendor posseases

(Proof of exportation in respect of the article,
ot & certificate as to use executed by the
ultimale purchaser of the article)

The
(Proaf of exportation or certificate}

{1} is retained by the vltimate vendor, [2]
will. upon request, be forwarded o

fName or person who paid the tax)
at any Hme within 3 years from the date of
this slalement for use by that peraon to
establish that credit or refund is due in
respec! of the article, and {3) will otherwise
be heid by the ultimate vendor for the
required 3-year period.

According to the best knowledge and belief
of the undersigned, no stslement in respect of
the .

[Proaf ol exporation or certificate)

has previously beep executed, and the
undersigned understands thai the fraudulent
use of this statemen! may. under section 7201,
nubject the undersigned or any other party
making such fraudulemn vee 15 & fine of not
more than $10,000. or impriscnment for not
more than 5 years. or both, logether with the
coats of prosecution.

[Signature) .

{Address)

{Date]

(2) Evidence required under
paragroph {a){6}.—{i) In general —The
evidence required to be retzined by the
person who paid the tax, as provided in
paragraph (a}{8) of this section, must. in
the case of an exportalion of the second
article, consiat of proof of expantation of
the second article in the form prescribed
in the regulations under section 4221 or
must, in other cases, consisi of 8
cetlificate, executed and signed by the
eltimate purchaser of the second article,
in the form prescribed in paragraph
(b){2}tii) of this section. However. the
evidence required to be retained by the
person who paid the tax may consist of
s certificate, executed and signed by the
ultimate vendor of the second article, in
the form provided in paragraph (b)(2){iii}
of this section, rathet than the proef of
exportation itself or the certilicate of the
ultimate purchaser. -

(ii) Certificate of ultimate
purchaser.—The certificate of the
ultimale purchaser of the secortt firticle
must conlain the same information as
that required in paragraph (b){(1){ii) of
this section, excep! that the infarmation
mus! be fumnishked in respect of the
second article, rather than the article Lo
which the clairss relates.

(iii) Certificote of ultimole vendor —
Any certificale executed and signed by
an ullimate vendur as evidence 10 be
retained by the person who paid the tax,
as provided in paragraph {&)(6] of this
section, may be executed with respect ta
any one of more overpayments by that
person which arose under seclion
6416[b}{2H{E) and § 48.54156{(b){2)-2 ([} by
reason of exportations, uses. sales, or
resales of a second article occurring
within any peried of not more than 12
consecutive calendar quariers. the
beginning and ending dates of which are
speciflied in the certilicate. The
cerlificale must be in substantially the
following form:

STATEMENT Of ULTIMATE VENDOR

(For use i claiming credit or refund of
overpayment determined under seclion 8416
(b){ZJIE). Internzl Revenve Code. invalving
tires or inner tubes 3old on or with anather
article.}

The andersigned or the

(Name of ultimaie vendor of second article if
othar than undersigned)

of which ihe undersigned s {Title), is the
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ulhmate vendor of an article. sprcified below
o cn the reverse side hereol. on which or
with which & tax-paid lire or inner tube wan
sold.

The ultimate vendor possesses

(Prool of exportation in respect of the article
on which or with which the lire or inner tube
was sold. or & certificate as {o use of the
article executed by \he ultimale purchaser of
the article)

The

{Procl of exportation or certificate] [1) is
rrlqained by the ultimate vendor, (2} will, upon
request, be forwarded Lo

inner lube. and |1 will otherwise be held by
the ultimale vendor for the required 3-year
period.

According to the best knowledge and belief
of the undersigned. no slalement in respect of
the

(Proof of exportalion or certificate)

has previously been executed, and the
undersigned undersiands thai the fraudulent
use of thia statement may. under seclion 7201,
subject the undersigned or any olher party
meking such {raudulent use 1o a fine of not
more than $10.000. ot imprisonment for not
more than § yeara, or both, together with the
casts of proseculion.

- {Signature) '

{Name of person who paid the tax on the tre
ot inner tube) {Address)
a' any time within 3 years from the date of
1h:s slatement for use in establishing that
credil or refund ia due in respect of the lire or  [Date]-

Yeandor 'y Date of

Teps o e Lhes (aoecity and Ve e of Second amch [oecily sale of EW,;‘.: :,::p.,m,:?‘udmu. : B
stale guanbty) et And ALate GuanLty) ICONG rucia)
[ lala By

{3) Repoyment or consent of ullimate
vendor. Il the person claiming credit or
refund of an overpayment to which this
section applies has repaid, or agreed to
repay. the amounl of the overpayment to
the uWimale vendor ot if the ultimate
vendor consents 1o the allowsnce of the
credit or refund, a statement to that
elfect, signed by the ultimate vendar,
st be shown on, or made a part of, the
evidence required under this section to
be relained by the person claiming the
credil or refund. In this regard. see
¢ 35.6416{2)-3(b)(2).

€ 4B E41E(b N2 Suppocting evidence
required in case of special fuels tax
involving exporiations, uses, sales, or
resales of apeclai fuels.

{8) Evidence ta be submitiad by
cloimapt. No ¢laim {os credit or refund
of an overpayment, within the meaning
ol section 6418{b){2) and § 48.6418(b)(2)-
2 of lax under section 4041 (a)(1) or
(b)(2) shall be allowed unless the person
who paid the tax submits with the claim
the evidence required by parsgraph
[(b){2} of § 48.6416{a}-2 and a statement,
supporied by sufficient available
evidence—

{1} Showing the amoun! claimed in
respect of each category of exportations,
uses, sales, or resales on which the
claim is based and which give rise to
right of credit or refund under section
8416(b){2) and § 48.6416(b)[2F1.

(2) ldentifying the [uel, both as to
nature and quanlity, in respect of which
credit or refund is ¢claimed,

{3} SBhowing the amount of 1ax paid in
respecl of the {uel and the dates of
payment. and

(4} Indicating that the fuel has been
exporied, or hae been used, sold. or
resold in 8 manper ot for a purpose
which gives rise 1o an overpayment
within the meaning of section 6416{b)(2)
and § 48.8416(b](2)-2.

(b} Evidence required lo be in
possession of claimont. (1} The evidence
required to be retained by the person
who paid the tax, a3 provided in .
paragraph {a){4) of this section, must. in
the case of fuel exparted, consist of
proof of exportation or must, in the case
of other fuel sold tax-paid by that
person, consist of a certificate, executed
and signed by the person who
purchased the fuel in a ressle or for the
vse which gave rise to the overpayment.

(2) The certificale must identify the
fuel, both as to nature and guantity, in
respec| of which credit or refund is
ciaimed: show the address of the
purchaser; show (he neme and address
of the person [rom whom the fuel was
purchased and the date or dates on
which the fuel was purchased: and show
that the fuel was resold and the date of
the resale. -

(3} if the claim is not based on resale
of the fuel. the cerlificate must describe
the use actually made of the fuel in

sufficient delail to establish thet credit
or refund is due. However, the use to be
made of the fuel must be describedin -
lieu of actual use if the claim is made by
reason aof the sale of the Tuel for a
specified use which gives rise to an
overpayment under § 48.6418(b}(2)-2.

(4) I the certificate sets forth the use
to be made of the fuel, rather than its
actual use, it muat show that the
purchaser has agreed to notify the
claimant if the fue} is not in fact used a3
specified in the certificate.

(5) The certificale must also contain a
ptatemen! that the purchaser has not
previously executed a certificale in
respect of the fuel and understands that
any party may, for fraudulent use of the
certificale, be subject under section 7201
to a fine of not more than $10.000, or
imprisonment [or not more than 3 years,
or bath, together with the costs of
prasecution.

Par. 25. Seclion 48.6416{b}-1 is
removed end the following new
§§ 48.6116{b}(3}-1. 48.6415(b)(3)-2 and
48.6416{b)(3}-3 are added immediately
after 45.6416(b)(2}4.

§ A8.6416{b}{3r1 Tax-pald articles uned
for turiher manufaciure and causing
overpayments of tax :

In the case of any paymeni of tax
under chapter 32 that is determined tq
be an overpayment under section
8416(b}(3) and § 48.6416{b}(3)-2 by
reaacn of the sale of an article (other
than coa) taxable under aection 4121},
directly or indirecily, by the
manufacturer of the article o a
subsequent manufacturer who uses the
article in further manufacture of a
second article or whao sells the article
with. or as a pari of, the secand erticle
manufactured or produced by the
subsequeni manufacturer, the
subsequent manufacturer may file claim
for refund of the overpayment or may
claim credit for the overpayment on any
return of tax under thia subpart
subsequently filed. No interest shall be
peid on any credit or refund allowed
under this aection. For provisions
relating to the evidence required in
support of a claim for credit or relund.
see § 301.6402-2 of this chapter
{Regulations on Procedure and
Administration) and §§ 48.6416(a}-3 and
48.6415{b){3}-3. For provisions
authorizing the taking of a credit in liev
of filing s <laim for refund, see section

6416(d} and § 48.6418{f}-1.
§ 4864180} 3-2 Further manutfaciure
included.

{2) In generol. The payment of tax

imposed by chapter 32 on the sale of any
article {other than coal taxable under
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section 4121) by & manufacturer of the
article will be considered to be an
overpaymen! by reason of any use in
further manufecture. or sale as part of ¢
second manufactured article, described
in any one of paragraphs [b] through (f)
of this section. This section applies in
those cases where the exportation, uae,
or sale (or any combination of those
activities) referred 1o in any one or more
of those paragrephs occurs before any
other use. For provisions relating to
overpayments arising by reason of
resales of tax-paid articles for use in
further manufacture aa provided in this
section, see section 6418{b){2)(E] and
paragraph {f} of § 48.6416{b){2}-2.

{b) Use of tax-paid articles in further
manufacture described in section
8416(b}{3)(A}). A payment of tax under
chapter 32 on the asle of any article”
{other than coal taxable under section
4127). directly or indirectly. by the
manufaciurer of the article to a
subsequent manufacturer will be
considered 10 be &n overpayment under
seciion 6415(b)3}{A) if the article ia
used by the subsequent manufacturer gs
malerial in the manulacture or
production of. or 85 a component part of,
a second article marvfactured or
produced by the suhsequent
manuldcturer which is—

(1) Texable under chapler 32, or

{2] An automobile bus chassis or an
sutomobile bus body.

For thig purpose il is immaterial whether
the second article is sold ot otherwise
disposed of. or if sold, whether the sale
is & taxable sale. Any arlicle to which
this paragraph [b) applies which would
have been used in the manufacture or
production of a second article, except
for the fact that it was broken or
rendered useless in the process of
manufagturing or producing the second
article, will be considered to have been
used as a component part of the second
article. This paragraph (b} does not
apply to articles sold and used &s
provided in any of paragraphs (¢}
through (f} of this section.

{c) Use of truck. bus, etc., ports or
occessories. A paymen! of tax under
section 4061 {b} on the sale prior to
January 7, 1983, of any truck, bus, etc.,
pari or accessory, directly or indirectly,
by the manufacturer of the article lo 8
subsequent manufaciurer will be

considered to be an overpaymen! under

section B418{b){3)(B) if the part or
accessory is used by the subsequent
manulaclurer 88 material in the
manufscture or production of . or as a
component part of, & second article
manufactured or produced by the
subsegquent manufacturer, For this
purpose it is immaterisl whether the

second article in or is not taxable under
chapter 32. Any aniicle to which this
paragraph (c) applies which would have
been used in the meanufacture or
production of 8 second article. excepl
for the fact that it was broken or
rendered yseless in the procees of
manufeciuring at preducing the second
article, will be considered to have been
used es B component part of the second
article.

(d) Tox-paid tires or inner tubes used
in further manufacture. (1) A payment of
tax under section 4071 on the sale prior
to Jenuary 1, 1984, of a tire or inner tube,
direcily or indirecily, by the
manufactorer of the article to a
subsequent manufacturer will be
considered lo be an overpayment under

" section 8418(b)(3)(C} if the subsequent

manufacivrer sells the tire or inner tube
on ot in connection with, or with the
eale of, any other article mancfactured
or produced by the subsequent
manufacturer and if the other article is—

{i) An automobile bus chassis or
automobile bus body. or

(ii} By any person {A) exported o &
foreign country or to a possession of the
United States, (B] sold lo & State. any
political subdivision thereof, or the
District of Columbia for the exclusive
use of s State, any political subdivision
thereof, or the District of Columbia. (C}
sold to a nonprofit educational
organization for ita exclusive use, or (D)
vsed or sald for use as supplies to
vesse!s or gircraft.

For tax-paid tires used in further
manufacture afler December 21, 1983,
see section 8416{b}{3){A) and the
regulations thereunder.

{2) The overpayment in this paragraph
{d} is to be distinguished from that
overpayment described in seclion
5416(b){2)(E) and § 48.6416{b)[2}~2(f) in
that this overpayment arises from the
“use" described in Lhis paragraph,
whereas the overpayment under section

- B416{b)[2)(E} arises from the “resale” of

tax-paid tires ar inner tubes by any
person 1o & subsequent manufscturer
who disposes of the ariicles on orin
conneciion with, or with the sale of, &
second article manufaciured or
produced by the subsequent
manufacturer which is disposed of on
the basis of one of the exemptions set
forth in seztion 6418{b){3}{C}.

(3] 1T the second article is exporied or
shipped as provided in this parsgraph
{d). it is immaterial whether the
subsequeni manufacturer sold the
arlicle with the knowledge that it would
be exporied or shipped,

(4) An overpayment arises under
paragraph [d}(1] of this section only if
the tire or inner tube constituies a part
of, or in 2ansocisted with, the second

article af the time the second article is
exporied. shipped. sold. used, of scld for
use, a8 prescribed in this paragraph.

{5} For delinition of certain terms ysed
in this paragraph, see section 4221 ard
the regulations thereunder.

{8) For provisions relating to
overpayments arising by reason of tires
or inner tubea sold tax-paid by the
manufacturer of the sdme. on or in
connection with, or with the sale of. any
ariicle manufactured or produced by
that manufacturer and exported, sold. or

“used or sold for use, as provided in this

paragraph (d), see section 8416{b)(4) and
§ 48.68416(bj(4)-1.

(7} For pravisions relaling to credil
allowable in respect of tires and inner
tubes sald on or in conneclion with. or____
with the sale of. another article taxabir
under chapler 32, prior o janoary 1.
1884, gee section B416{c) and
§ 456.6915(c}-1.

(8} If a second article referred to in
paragraph {d}{1} of this section is sold
for a use described in thal paragraph
and is not a0 used, this paragraph (d] is
in 8l respects inapplicable,

{e} Use of bicycle tires or tubes in
furtker monufacture. A payment of tax
under section 4071 on tha sale, prier 1
January 1. 1884. of a bicvcle or tricvcle
tire or intner whe, directly or indizectly.
by the manufacturer of the same lo a
subsequent manufacturer will be
considared to be an overpayment under
section 6416{b)(3{{E) if the tire or lubcs
used by the subsequen! manufaclurer 45
material in the manufscture or
production of, or 2s a camponent part of,
8 bicycle or tricycle manuiaciured or
produced by the subsequert
manufacturer which is not a rabuili o7
reconditioned bicycle or tricycle. For
definition of the term "“bLicycle tire”, sce
section 4221(e)(4){B} and the reguiairuns
thereunder. -

{f) Use of gasoline in further
manufociure. A payment of tex undir
seclion 4081 on the sale of gasoline,
directly or indirectly. by the
manufacturer of the same to a
subsequent menufacturer will be
considered an overpayment under
section 8416{b){3}{B; if the gasoline is
used for nonfuel purposes by the
subsequent manufacturer as a malerial
in the manufacture or production of any
other article manufactured or produced
by the subsequent manufacturer. For
this purpose it is immaterial whether the
other article is or is not 1axable under
chapter 32. For provisions relating 1o the
use of gasoline for nonfue! purpeses. see
section 4221 and the regulalions
thereunder.
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§ 43.6416(DX33 Supporting evidence
required in case of tax-paid srticles used
for further mamaiscturs,

{a) Evidence to be submitted by
claimont No tlaim for credit or refund
of an overpayment, within the meaning
of section 6416{b]{3] and § 48.6418{b}HI}-
2 shall be allowed unless the subsequent
manufacturer submits with the cleim the
evidence reguired by § ¢8.6416(8)-3 and
a statement, supported by sufficient
available evidence—

{1) Showing the amount claimed in
respect of each categary of exportations.
uses, or sales on which the ¢laim is
based and which give rise to a right of
credit or refund under section 8416{b}3)
and § 48.6416(b)(3}F1. -

{2) Showing the name and addreas of
the manufacturer, producer, or importer
cf the article in respect of which credit
ot refund is claimed,

[3] Identifying the article, both #a to
nature and gquantity. in respect of which
credil or refund is claimed,

{4} Showing the amoun! of tax paid in
recpect of Lhe article by the
manufacturer or producer of the ariicle
and the dale of payment,

{5) Indicating that the arlicle was used
by the claimanl as material in the
manufacture or production of, or as &
componen! part of, a second article
manufactured or produced by the
manulacturer or was sold on or in
connection with, or with the sale of. a
stcond article manufactyured or
produced by the manufacturer,

(5] Identitving the second article, both
4s to nature and quantity, and

{7} 1n the case of an overpayment
determined under section 5416{b}3){C}
-+ it existed prior to January 1, 1884, and

zragraph [d)(1) of § 48 8416(b}){3}-2 in
respect of a tire or inner tube taxable
ander section 4071, indicaling that the
-nanufacturer hys evidence aveilable (as
et forth in parayraph (b} of this section]
hat the second article is an avtomobila
sus chassis or automobile bus body. or
;us heen eaporied. used, or sold as
arovided in section B416{b)I3IC)(31) and
3 18.6416[b){3)-2(d)(2)iii).

{b] Evidence required to be in
cssession of claimant.—{1) in
;enera!—~The evidence required to be
etained by the person claiming credit or
eflund. as provided in paragraph (8}{7)
;I this section, must in the case of an

vporialion of the second article, conais!
{ prool of exporlation of the second
riicle in the form prescribed in the
sgulations under section 4221, or must,
1 other cases {excepl when the secand
riicle is an automobile bus chasais or
Jtomabile bus body), consistof &
arlificate, executed and signed by the
itimate purchaser of Lhe second article,
: the form prescribed in paragraph

[b)(2) of thix section. However, if the
second article has passed through a
chain of sales from the manufacturer of
the second srticle W the uftimale
purchaser of the second article, the
evidence may consist of a certificate,
executed and signed by the ultimate
vendor of the second article, in the {orm
provided in paragraph [b)(3} of this
section, rather than the prool of
exportation jtsell of the second article or
the certificate of the ultimale purchaser
of the second article.

(2] Certificate of ultimate purchaser of
second artic/e. The cerlificsle executed
and signed by the ultimate purchaser of
the second article must contain the same
information as tha! required in
paragraph (b){1){ii]) of § 48.6418(b){2}-3.
except that the information must be
furnished in respecl of the second
aniicle, rather than the article 10 which
the claim relates.

13) Certificate of ultimaote vendor of
second article. Any certificate executed
and signed by an ultimate vendor as
evidence lo be retained by the person
claiming credit or refund must be
executed in the same form and manner
as that provided in paragraph (b)(2}(ili)
and § 48.6416{b)[2)-3

(4) Repay-ment or eonsent of ultimate
vendor. If the person claiming credit or
refund of an overpavment to which this
section applies has repaid, or agreed to
repay. the amount of the overpayment lo
the ultimate vendor ot if the ultimate
vendor consents {o the allowance of the
credit or refund. a statement 1o that
effect, signed by the ultimate vendor,
must be shown on, or made a part of. the
evidence required to be retained by the
persen claiming the credit or refund. In
this regard, see §48.6416(a}-3(b}{2).

Par. 28. Section 48.6416{b}—4 is
removed and the faollowing new
§ 48.6916{b){4)-1 is added immediately
after § 48.6418{b}{3)-0

§ A8 615(0) =% Taxpaid Ures o lnner
tubes used tor further manufacture.

{8) In genercl. In the case of any
payment of lax under section 4071 on
the sale of tires or prior to Janvary 1,
1984, inner tubes that is delermined 0
be an overpaymeni under section
6416{b)}{4} and parsgraph (b) of this
aection by reason of any exportation,
use, or sale described in paragraph [b)
of this section, the person wha paid lhe
tax may file & claim Jor refund of the
gverpayment or mey claim a credit for
the overpayment on sny return of {ax
under this subpart subsequently filed.
No interest shall be paid an any credit
or refund allawed under this section. For
pravisions relating to the evidence
required in supporl of 8 claim far credit
or refund under this section, see

§ 301.8402-2 of this chapter (Regulationas
on Procedure and Administrations) and
paragraph (c] of this seciion. For
provisions authorizing the taking of a
credit in lieu of Hiling a claim for refund,
sae section 5418(d) and § 48.6418{[}-1.

(b) Conditions causing overpayment.
{1) The payment of tax under section
£071 on the sale of a tire or inner tube by
the manufacturer of the article will be
considered to be sn overpaymenl under
section 8418{b](4) if the tire or inner tube
is sold by that manufacturer on or in
connection with, or with the sale of, any
other article manufactured or produced
by that manufacturer and such other
article—

(i) 1s an automobile bus chassis or an
autpmebile bus bedy, or

{3) Is by any person {A) exported toa
foreign country or shipped to 3
possession of the United Stales, {B} scld
to a State, any political subdivision
thereof, or the District of Columbia for
the exclusive use of & State, any
political subdivision thereol. or the
Districl of Columbia, [C)acid o e
nonprofit educational organization for
its exclusive use. or [D) used or sold for
use as supplies for veesels or aircraft.

(2} If the second arlicle is exported or
shipped a3 provided in this paragraph
{b). it is immaterial whether the
manufacturer sold the arlicle with the
knowledge that it would be exported or
ahipped.

{3} An overpaymenl arises under
paragraph [b}{1] of this section only if
the lire or inner tube constitutes a pant
of, or is associated with. the second
article at the time the second article is
exporied, shipped. sold. used, or sold for
use, & prescribed in this paragraph.

{4} Paragraph {b}{1) of thiy section
applies only in those cases where the
exportation, use, or sale (or any
combination therec{) occurs before any
other use.

(5) For dafinition of cerlain terms used
in this paragraph {b). see section 4221
and the regulations thereunder.

(6) For provisions relaling to
overpaymenls arising by reason of the
tax-paid sale of tires or inner tubes by
the mapufacturer of the same &nd their
resale by any person to another
manufacturer for use as provided in thia
paragraph. see section 8415(b)(2)(E) and
§ 48.6416{b)(2}-2(f). '

{7} Fot proviaions relating lo
overpayments arising by reason of the
tax-paid sale of tires or inner tubes,
directly or indirectly, by the
manufacturer of the same, to a

-subsequent manulscturer who uses

them as provided in this paragraph (b},
see section 6418(b}(3HC] as it existed
prior to January 1. 1984, and »ection 6418
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(b}{3} as amended by the Highway
Revenue Act of 1982 and § 48.6418(b}{3)-
2(d). .

{8) For provisions releting to the credit
ellowsble in respect of tires or intier
tubes sold on or in connection wilh, or
with the sale af, enother article laxable
under chapter 32. see section B416(c) a»
it existed prior to January 1,1984, and
§ 58.84156(c)}-1. ’

(8] If a second erticle referred 1o in
paragraph (b){1)(ii) of thia section is sold
for & use described in that paragraph
and is not so used. this paragraph (bj is
in all respects inapplicable.

(c) Evidence to be submitted by
clotmant. (1) No claim for credit or
refund of an overpayment prior to
Janvary 1. 1984, within the meaning of
section 8416(b)(4) and paragraph (b} of
this section, shall be allowed unless the
person who paid the tax submits with
the claim the evidence required by
§ 48.6416{a)-3(b}{2} and a stalement,
supporied by sullicienl available
evidence—

[i) Showing the amount ¢laimed in
respect of each category of exporlations.
uses, or sales on which the claim is
based and which give rise to a right of
credit or refund under section t416(b)(4)
and paragraph (a} of this section,

(ii) Indicating that the person claiming
the credit or refund is the manufacturer
of the articles i respect of which credit
or refund is claimed.

{iii) 1dentifying the article, both as to
nature ang quanlily, in respeci of which
credit or refund is claimed,

{iv] Showing the amount of tax paid in
respect of Lhe article and the date of
payment of the tax,

{v) Indicaling that the person cluiming
the credit or refund scld the article on ar
in connection with, or with the sale of,
or used the article as 8 component part
of, a second article manufaclured or
produced by thal person,

{vi) 1denlifying the second srticle,
both as to nature and quantily, and

{vii) Indicating (hat the person
claiming the credit or relund has
evidence svailable (a¢ set forth in
parag:aph (b} of Lhis section) that the
second article is an automabile bus
chassis or body. or has been exported,
used. or sold as provided in section
6416(b)(4){B){ii} and paragraph (b)11){ii}
of this section.

{2) No claim lor credit or refund of an
overpaymen! after December 31, 1883,
within the meaning of section 8416 [b){4)
end paragraph (b} of this seclion shall
be allowed unless the person who paid
the tax submits with the claim a
siatement supported by the evidence
listed in paragraph [e)(1){i} through (vii)
of this section.

{d) Evidence required to be in
possession of cloimant—1) In
general.—The evidence required to be
retained by the person claiming credit or
refund. as provided in paregraph
(c)(1){vii) of this section. must, in the
case of an exporiation of the second
article, consist of proof of exportation of
the second article in the form prescribed
in the regulations under section 4221 or
must, in other cases (except when the
second arlicle is an automobile bus
chassis or aulomobile body) consiat of &
certificate, executéd and signed by the
ultimate purchaser of the second article,
in the form prescribed in paragraph
{d){2) of this section. Howevet, if the
second article has passed through 8
chain of sales fram the manufecturer of
the second article to the ullimate
purchaser of the second article. the
evidence mey consist of a certificate,’
executed and signed by the ultimate
vendor of the second article. in the form
prescribed in paragraph (d){3) of this
section, rather than the proof of
exportation ilself of the second article or
the certificale of the vlimate purchaser
of the second article.

(2} Certificate of uitimate purchaser of
second article. The certificate execuled
and signed by the ultimate purchaser of
the second article must contain the same
inforroation as that required in
paragraph (b)(1](ii) of § 48.6416{b}(2}-3.
excepl that the information shall be
furnished in respect of the second
article, rather than the article to which
the claim relates. ’

{3} Certificate of ultimate vendor ef
second article. Any certificate exccuted
and signed by an ultimata vendor as
evidence lo be retained by the person
claiming credit or refund must be
execuled in the same form and manner
as that provided in paragraph (b){2](iii}
of § 48.6418(b)(2}-3. ’

(4) Repoyment or consent of ultimale
vendor. If the person claiming credit or
refund of an overpaymeni 1o which this
seclion applies. has repzid, or agrecd lo
repay. the emaunt of the overpayment lo
the ultimate vendor or if the ullimate
vendor consenta to the allowance of the
refund or credit, a statement to the
eflect, signed by the uliimate vendor,
mus! be shown on. or made a part of. the
evidenze required 1o be retained by the
person claiming refund or credit. In this
regard, see § 48.6413(a)-3(L}{2).

Par. 27. Section 48.6416{h)-5 is
removed and the following new
§ 48.6416(b}{5}-1 is added immediztely
after § 48.6416(b){4)~1.

§ 40.6416{b}%)-1 Return of Insialiment

accounts causing overpayments of tax.
{&) It generol . In the cave of any

paymenl of tax under seclion 4218{d}(1)

in reapect of the sale of any installmenl
account that is determined to be an
overpayment under section 6416(b](3)
and paragraph (b) of this section upon
return of4he installmenl account. the
person who paid the tax may file a claim
for refund of the overpsyment or may
claim credit for the overpaviment on eny
return of lax under this subpart which
that person subsequently files. No
interest shall be paid on any credil or
refund ellcwed under this section. For
provisions relaling to the evidence
required in auppor! of a claim {or credut
or refund under this seclion, see

§ 301.5302-2 of this chapter (Regulalions
on Procedure and Administralion) and
patagraph (c] of this seciion. For
provisions authorizing the taking of a
credit in liew of filing & claim for refund.
see section 64168{d} and § 48.6416{{}-1.

(b) Overpavment of tax allocable to
repaid consideration. The payment of
tex imposed by seclion 4216(d){1) on the
pale of an insiallment account by the
manufacturer will be considered 1c be
an overpaymeni under section 6416({b}(5}
(o the exlent of the tax allocable to 2ny
consideration repaid or credited 1o the
purchaser of the instzllment sccount
upon the return of the account to the
manufacturer pursuant to the agreemeant
under which the accoun! originaly was
sold. if the readjusiment of the
consideration occurs pursuvant {a the
ptovisions of the agreement. The tax
sliocable 10 the repaid or credited
consideration is the amount which beers
the same ratio to the Iotal tax paid
under section 4216(d)(1) with respect to
the installmen! account as the amouni of
consideration repaid or crediled to the
purchaser bears to the tolal
consideration for which the account was
sold. This paragraph {b} does not appiv
where an installment account is
originally sold pursuani to the order of.
or subject 1o the spproval of. a court of
competent jurisdiction in 8 bankrupicy
or insolvency proceeding.

{c) Evideace to be subunitied by
claimant, No claim for credit of cefund
of an overpavment within the mean'ng
of section 6416(b){5) and paragraph (b}
of this section. of tax under section
42156(d}{1) shall be allowed unless the
person who puaid the tax submits with
the claim & slatement suvppurted by
sufficienl availabie evidence,
indicating—

{1) The name and address of the
person to whom the installment account
was nold,

{2] The amnount of tax due under
section 4216{J){1} by reason of the ssle
of the invtallment account. the amouni
of the tax paid under section 4216(d}1)
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with respect to the sale, and the date of
peymenl,

{3) The amount for which the
inslallment accoun! was sald,

(4} The amount which was repaid or
credited to the purchaser of the account
by reason of the return of the account to
ihe person claiming the credit or refund,
and

{5)(1) The fact tha! the amoun! repaid
or crediled Lo the purchaser of the
sccount was s0 repaid or credited
pursuant to the agreement under which
the account was sold. and

{i}} The fact that the account was
relurned to the manufaciurer pursuant (o
that sgreemenl.

Par. 22. Section 48.8416(c}-1 i3 revised
to read g3 follows:

42 6416{cr-1 Credit for lsx paid on tires
of, prior {6 January 1, 1984, inner tubes.

{aj Allowance of credit ogainst tax on
sale of toxable article. If tax has been
paid under section 4071 on the sale, or
under section 4218 on the use, of a tire

ot inner tube, and the manufaciurerof @
another article taxable under chapter 32
sells the tire or inner tube on orin
connection with the sale of that other
article, a credit in respect of the lire or
tnner tube js allowahle under section
5415{c} againsl the tax imposed on the
sale of that other article. The amount of
he credit is 10 be delermined ag
srovided in paragraph {b) or [c]) of this
ection.

(b) Tires or tubes purchesed by
nanufacturer of the other article. If the
nanufacturer of the other article
wrchased the tire ar inner 1wbe tax-
wid. the amount of the credit shall be
ietermined by applying to the purchase
rice of the tire or inner tube the
ercentage rate of tax applicable 1o the
ale of the other article. For this
urpose, the purchase price shall be
etermined by including any tax passed
n 1o the manufacturer and, in the case
T a tire. by excluding any part of the
ice attributable to the metal rim or Aim
ase. For example, if the selling price of

1 automobile truck is $24.000, tax
juivalent to 10 percent of the price (fa,

1.400) is imposed under seclion 4601{a).

1 the 3aie (before April 1. 1583) of the

Homobile truck. If the tires or inner

bes sold on or in connection with the

itomobile truck are purchazed by the
anulacturer of the aulomobile truck for

500 {computed as provided in this

iragraph) a credit of $150 [10 percent

51.500] is ellowable against the lax

rpised on the sale of the aulamobiie

ick.

[c) Tires or tubes manufaciured by

wufacturer or other articles. If the

wnufacturer of the other article is alsa

* manufacturer of the tire or inner

tube and incurs tax liability under
section 4218 on the use by that
manufacturer of the tire or inner tube,
the amount of the credit ahell be
determined by applying to the fair
market prize of the lire or inner tube, the
percentage rate of tax applicable ta the
asle of the other article. Far thie
purpose. the fzir market price of the tire
ot inner tube shall be the price ot which
the aame or similar lires or inner tubes
are sold by manulacturers of tires or
inner tubes in the ordinary course of
trade, aa determined by the
Commissioner, and by excluding, in the
case of 8 tire, any part of the price
sttributable to the metal rim or rim base.
The determination of the Commissioner
shall be made in the same manner g»
determinalions made under section 4218,

(d) Other applicable rules. (1) For
purposes af this section. the term
"manufacturer” includes the original
manufacturer of the other article and
any succeeding purchaser of the article
who [urther manufactures the article so
us to become liable as a manufacturer of
an article taxable under chapter 32,
Therefore, the credit provided by section
B6418{c) and this section is available both
to the origina) manufacturer of the other
article and also to every succeeding
purchaser of that article who sells that
article on or in connection with, or with
the sale of, ancther article taxable under
chapter 32,

{2) No interes? shall be paid on any
credit allowed under this section.

{3} If credit is not claimed under this
section against the lax applicable to the
sale of the othet article, the
manufacturer of the other article may
claim refund of #n amount equivalent to
the credit or may claim credit on any
return of tax under this subpart
subsequenily filed.

Par. 29. Section 48.6416{¢}~1 is revised
to read ax follaws.,

§4864168{e}1 Rafund lo axporter or
shipper. -

(s} In general Any payment of tax
imposed by sections 4041, 4051 or
chapter 32 that is determined fo be an
cverpayment within the meaning of
seclion 8416(b)(2) (A] or (E], section
6418(b](3)(C] (pricr to January 7, 1983),
or section 8416(b){4). and the regulations
thereunder, by reeson of the sxportation
of any srlicle may be refunded to thas
exporter or shipper of the article
pursuant to sectian 6416(c) of this
section, if—

{1) The exporter or shipper files a
claim for refund of the overpayment,
and

[2) The person who paid the tax
waives the right to claim credit or refund
of the lax.

Na interest shall be paid on any refind
sllowed under this section. For
provisiona relating lo the'zvidence
required in support of a claim under this
paragraph (a), see § 301.6402 of this
chapter (Regulations on Procedure and
Administration) and peragraph (b] of
this section. .

{b) Supporting evidence required. No
claim for refund of any overpayment of
tax to which this section applies sha!l be
allowed unless the exporter or shipper
submits with that claim proof of
exportation in the form prescribed by
the regulaliona under section 4221, end &
statement, signed by the person who
paid the tax. showing—

(1) That the person who paid the tax
waives the right to cdaim credit or refund
of the tax,

{2) In the case of an averpayment
delermined under section 8416{(b]{2}(A)
and paregraph (b) of § 48.6418(b}{2)-2 in
respect of & truck, bus, tractor, etc,
taxable under section 4061(a), that,
‘pursuani to section 6416{g), the person
who paid the tax possessed at the lime
that person shipped the article or at the
time title to the article passed to thai
perons's vendee, whichever is earlier,
evidence that the article was to be
exported to a foreign country or shipped
to a possension of the United States.

{3} The amoun! of tax paid on the sale
of the article and the date of payment,
snd

{4) The internal revenue service olfice
to which the tax was paid.

Par. 30. Section 48.6416{f}-1 is revised
ta read as follows:

§42.8416(N~1 Cradit on returms.

Any person entiled 1o claim refund of
any overpayment of tax imposed by
section 4041, 4042, 4051 or chapter 32
may, in lieu of claiming refund of the
overpayment. claim credit for the
averpayment ob any return of tax under
this subpart subseguently filed. Aoy
such credit claimed on & return must be
supported by the evidence prescribed in
the applicable regulations in this
subpert and § 301.6402 of this chapler
(Regulations oo Procedure and
Administration].

Par. 31. Section 48.6418{g)-1 in revised
to read as follows:

§ 40.6418{g)-1 Intent 10 export trucks,
buses, raciors, e, .

In the case of any payment of tax
imposed by section 4081{a) in respect of
the sale prior o April 1, 1983, of a truck,
bus, tracior, etc., an overpayment of tax
will not be considered to arise by reason
of an exportation described in section
8418{b](2){A) and paragraph [b} of
§ 48.8418{b}(2}-2 unless the
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manufacturer of the article possessed at
the time the article was shipped or st
the time tile to the article passed to that
manufacturer’s vendee, whichever is
earlier, evidence that the article was to
be exported to » foreign country or
shipped 10 a possession of the United
States.

Par. 32. Section 48.6416(h)-1 is
revised to read as tollows:

jéa5418M1 Accounting procedures for
Tie articies

{e} Identificotion of manufocturer. In
applying section 5418 and the
regulations thereunder, a person who
hes purchased like articles from various
manufacturers may delermine the
particular manufacturer from whom that
person purchased any one of those
arlicles by a first-in-first-out {FIFQ)
method, by a lest-in-first-out [LIFO)-
method, or by any other consislent
method approved by the district
director. For the first year {or which a
person makes a defermination under
this section, the person may adopt any
one of the following methods without
securing prior approval by the distric
director.

{1) FIFO method.

{2] LIFO method,

{3) Any method by which the actuai
manufacturer of the srticle is in fact
identified.

Any other method of deiermining the
manulacturer of a particular article must
be appraved by the district director
belore ita adoption. After any method
for identifying the manufacturer has
been properly adopted, it may not be
changed withoul first securing the
consent of the districi director,

{b} Determining amoun! of tax paid. In
applying section 6416 and the
regulations thereunder, if the identity of
the manufaciurer of any article has been
. delermined by 8 person pursuanttoa
method prescribed in paragraph {a) of
this section, that manufacturer of the
article must determine the tax paid
under chapter 32 with respect to that
article consisienily with the method
used in identifying the manufacturer.

Par. 33. Seclions 48.6420(a}-1, - -
48.6420(b}-1, 48.6420(c]-1, 48.6420{d}-1,
48.6420(¢)-1. 48.6420{N)-1. 48.8420{g)}1,
48 .5420(h])-1, and 140.6420-1 are
remaved. The following new §§ 48.6420~
1. 48.6420-2. 48.6420-3, 48,6420,
48.6420-5, 48.5420-6, and 48.5420-7 are
added immedialely after § 48.6418(h)-1.

§ €¢8.6420-1 Credits or payments to
wimate purchaser of gasolins usedona
farm

{a) In generol 1 gasoline la used on &
farm far farming purposes after June 30,
1965, & credit (under the circumsiances

described in paragraph (b] of this
section) or & payment (under the
circumstances described in paragraph
{c] of this section] in respect of the
gasoline shall be ellowed or made 1o the
ultimate purchaser of the gasoline in an
amount determined by multiplying [1)
the number of gailons of gasoline so
used by (2] the rate of tax on gasoline
under section 4081 that applied on the
date the gasaline was purchased by the
ultimate purchaser, No interest shall be
paid on any payment, allowed under
paragraph (c) of this section. However,
inierest may be paid on any
overpayment [as defined by section
6401) arising from a gredit aliowed
under paragraph (b} of this section. See
seclion 34{a}, releting to credit for
certain uses of gaschne and special
fuels, #nd lubricating ofl used prior lo
January 7, 1983). See § 49.6420-2 for the
{ime within which 8 claim for credit or
paymeni mus! be made. See section 4081
and the regulations thereunder for the
rales of tax on gasoline. See § 48.6420-2
for meaning of the terma “Used on a
farm for farming purposes.” “farm.”
“gasoline,” “ultimate purchasger,” and
“laxable year.”

(b} Allowance of income tax credit in
Tieu of payment. With respect {o persons
subjeci 1o income tax, repayment of the
tax paid under section 4081 on gasoline
used on a farm for farming purposes
may be obtained only by claiming &
credit for the amount of this tax egains!
the income 1ax imposed by subtitle A of
the Code. The amount of the credit shall
be an amount equal to the payment
which would be made under section
8420 with respect lo gasoline used
during the laxable year on & farm for
farming purposes if section 6420{g)(1)
snd paragraph [c) of this section did not
spply. See section 34{a)(1).

(c} Allowance of poyment. Payments
in respect of gasoline upon which tax
was paid under section 4081 that is used
on s farm for farming purposes shall be
made only 10—

{1) The United States or agency or
instrumentalily thereo!, a Staile, a
political subdivision of a State, oran
agency or instrumen!ality of one or more
States or political subdivisions of &
Slale, or the District of Columbia, or

{2} An organizalion which is exerpt
from 1ax under section 501{a) and is not
required (o made » return of the income
tax imposed under subtitle A for its
texable year.

(4] Use of gosaline. (1) The credit or
payment described in peragraph [a} of
this aection is allowable only in respect
of gasoline used on a farm in the United
Stales for farming purposes. The credit
ot payment iz not sllowable with
respect to gasoline used for nonfarming

purposes, or gasoline used off & farm.
regardless of the nature of the use. lf a
vehicle or other equipment is used both
on & farm and off the farm. orif il is
ueed on & farm both for farming and
nonfamming-purposes. the credit or
payment is allowable only with respect
10 that portion of the gascline which
was “used on a farm for farming
purposes” as defined in paragraph (a) of
§ 46.64204, In delermining if this
requirement is met, neither the type of
equipment or vehicle used nor its
registration for highway use ia material.
However, the actus] use of the
equipment or vehicle and the place
where it is used are material. For
example, if 8 truck used on a farm for
farming purpeses is also used on lhe
highwaya, gasoline used in connection
with operating the truck on the
highways is not taken into account in ~——
computing the credit or payment.

{2) For purposes of determining the
allowable credit or paymenlt in respect
of gasoline used on 8 farm for farming
purposes, gasoline on hand shall be
considered used in the order in which il
was purchased. Thus. il the owner,
tenant. or cperator of 8 farm has on
hand gascline acquired in two
purchases made at different times and
subject to different rates of tax. in
determining credit or payment for
gasoline used on & farm for farming
purposes, il will be essumed that the
gesoline purchased first was the first
gesoline used. and the rate applicable to
that purchase will apply in determining
the credit or payment, until all that
gasoline is accounted for,

F 48.6420-2 Time for filing claim for eredh
or payment

(a) /n general. A claim for credit or
payment described in § 48.6420-1 with
respect 1o gasoline used afier June 38,
1963, on & farm for farming purpases.
shall cover only gasoline used during the
taxable year on & farm for farming
purposes. Therefore, gasoline on hand at
the end of & taxable year as. for
example, in fuel supply tanks of farm
machinefy ot in slorage tanks or drums,
must be excluded from 2 cluim filed for
that taxable year (but may be inciudad
in & claim filed for & later taxable year if
used during thal later year on & farm for
farming purposes). Gasoline used during
a texable year may be covered by 8
cleim filad for that 1axable year
slthough the gasaoline was not paid for st
the time the claim is filed. For purposes
of applying this section, 8 governmental
unit or exempl organization described in
§ 48.6420-1 (c] is considered to have as
ite taxable yeur, the calendar year or
fiscal year on the basis of which it
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regularly keeps its books: see paragraph
(h) of this section,

(b) Trme for frling. (1) A claim for
‘credit with respect to gasoline used on a
{arm for {arming purposes shall not be
allowed unless it is filed no latet than
the tirme prescribed by section 6511 and
the regulations thereunder for filing a
cleim for credit or refund of income tax
for the particular taxsble year,

{2) A claim for payment of 8
governmental unit or exempt
organization described in § 48.8420-1(c)
must be filed no laler than 3 years
following the close of its laxable year.
{See paragraph {h) of this section.}

{3) Sce § 301.7502-1 ol this chapter
(Regulations on Procedure and
Administration) for provisions treating
timely mailing as timely filing and
§ 301.7502~1 of this chapter for lime {or
performance of an act where Lhe last
day falls on Saturday, Sunday. or a legal
holiday,

{c) Limit of one claim per taxable
year. Not more than one ¢laim may be
Fied under seclion 6420 by any person
with respect 1o gasoline used during the
same taxable year

(d) Form and content of claim.~{1)
Cloim for credit. (i) The claim for credit
wilh respec! to gasoline used on 8 farm
for farming purposes must be made by
attaching a Form 4136 to the income tax
teturn of an individual or a corporalion.
Form 4136 musi be execuled in
accordance with the instructions
prescribed for the preparation of the
form. A partnership may not file Form
4136. When a partnership files Form
1065, 1.5, Partnership Return of Income.
it mustinclude a slaterment showing
how many galiens of gasotine are
allocaled to each partner and lhe use
made of the gasoline.

{ii) If an individual dies during the
taxable year, the claim for credit may be
made only for that portion of the
individual's taxable year ending with
the date of death. If a sole
proprietarship, 4 parinership or
corporation is lerminated or liquidated
during the taxable year, the claim for
credit may be made only for the portion
of its yesr ending with the date of the
termination or liquidation.

(2) Claim for poyment. The claim for
payment with respect 1o gasoline used
on a [arm for farming purposes by a
governmental unit or exempl
organization described in § 48.6420-1(c}
must be made on Form 843 in
accordance with the instructions
prescribed for the preparation of the
form. The claim by such a unit or
prganization must be filed with the
service center for the internal revenue
region in which the principal place of

business or principa! office of the
claimant is located.

§ 48.6420-3 Exempt sales; other payments
or refunds available,

{8) Exempt sales. Credits or payments
are sllowable only for gasoline that was
sold by the producer or imporierina
trensaction that was aubject to lax
under section 4061, No credil or
payment shsll be allowed or made
under § 48.6420-1 wilh respect to
gasohine which was exemp! from the tax
imposed by section 4081. For example. a
Slate or local government may not file a
claim with respect to any gasaline
which it purchased tax free Irom the
producer, even though the State or local
government used the gasoline on a farm
for farming purposes. Similarly, payment
may not be made with respect lo
gascline purchased by a Siate tax free
for its exclusive use, s provided in
section 4221, which is used on a State
prison farm for farming purposes.

{b) Other payments or refunds
availeble. Any amount which, without
regard to the second sentence of section
6420(d) and this paragraph (b). would be
allowable as a credit or payable lo any
person under § 46.6420-1 with respect to
any gasoline is reduced by any other
amount which is allowable as a credit or
payable under section 6420, or i3
refundable under any other provision of
the Code, ta any person with respect to
the same gasoline. Thus, a person who
is the ultimate purchaser of gasoline
may no! file a claim for credit or
paymenl with respect 1o that gasoline if
another person is entitled {0 claim @
payment, credit. or refund with respect
1o the sarne gasoline. For example, a
State or local government may not file a
claim for payment if it has executed. or
intends to execute, 8 written consent to
enable the producer to claim a credit or
refund for the tax that wes paid. See, for
example, §§ 48.6416(ax=3(b){2).
48.6316(b){2)-2(d}. and 48.6416[b){2}-
ab)(1).

4 48.6420-4 Meaning of terms

For purposes of the tegulations under
section 6420, unleas otherwise expressly
indicated—

{a) Used on a form for forming
purpases. The term “used on a farm for
farming purposes™ applies only to
gasoline which is used (1} in carrying on
& trade or business ol farming. [2jon e
farm in the United Siates, and (3) for
farming purposes. Gasoline used in an
aircraft will qualify if ita use otherwise
aatisfies these requiremenis. For the
meaning of the term “trade or business
of farming." see paragraph [b} of this
section. For the definition of the term
“{farm.” see paragraph [c) of this section.

For the definition of the term “farming
purposes.” see paragraphs (d] through
(g) of this section. The term “Uniled
States™ has the meaning assigned to it
by section F700{a}l{3). .

{b) Trode or business of farming. A
person will be considered to be engaged
in the trade or business of farming if the
person cultivates, operates, or manages
8 farm Tor gain or profit, either as an
owner or & lenant, A person engaged in
forestry or the growing of timber 12 not
thereby engaged in the trade or business
of larming. A person who operales a
garden plot, orchard, or farm for (he .
primary purpose of growing produce for
the person’s own use is nol considered
to be engaged in the trade ot business of
{farming. Generally, the operation of a
farm does not constitule the carrying on
of a trade or business if the farm is
occupied by & person primatily for
residential purposes or is used primarily
for pleasure. such as for the
entertainment of guests or as a hobby.

(¢) Form. The lerm “farm” is vsed in
its ordinary and accepted sense, and
generally means land used for the
production of crops, fruits, or other
agricultural products or for the
suslenance of livestock or pouliry. The
term "livestock” includes catile. hogs,
horses. mules, donkeys, sheep, goals.
and captive fur-bearing animals. The
term “poulty” includes chickens,
turkeys. geese. ducks, and pigeons.
Thus. a farm includes livestock, dairy,
poultry, fish, fruit, fur-bearing animal.
and truck farmas, planiations, ranches,
nurseries, ranges, orchards, feed vards
for fatiening cattle, and greenhouses and
othet similar structures vsed primarily
for the raising of agricuttural or
horticultural commodities. Greenhouses
and other similar structures that are
used primarily for purposes other than
the raising of agriculturs] or
horticultural commeodities de not
canstitule farms, as, for example,
atructures that are used primarily for the
display. siorage. fabrication. or sale of
wreaths, corsages, and bouquets. A fish
farm is an area where fish are grown or
raised, as opposed to merely caught or
harvested.

(d) Casoline used in cultivating.
roising, or harvesting. Gasoline is used
for "farming purposes” when it is used
on a farm by the owner, tenant, or
operator of the farm in connection with
cultivating the soil. raising or harvesting
any agricuiturai or borticultural
commodity, or raising, shearing. feeding,
garing for, training, er managing
livestock, poultry, bees, or wildlife.
Examples of operations which are
considered to be operations for "farming
purposes” within the mesning of this
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paragraph include plowing. seeding.
fertilizing. weed killing, corn or cot'an
picking, threshing, combining, baling,
silo Ailling. and chopping silage.

{e) Gosoline used in hondiing.
packing. or storing. (1) Ganoline ia vaed
for “ferrming purposes” when it is used
by the owner, 1enant, or pperator of the
farm in handling. 8rying, packing,
grading. or staring any agriculturat or
borticultura) commodity in its
unmanufectured state, bu! only if the
vwner, tenant, or operator produced
more than one-heif of the commodity
which was so treated during the taxable
year for which claim for credit or
payment is filed. .

{2) Gasoline used in connection with
canning. freezing, packaging, or
processing operations will not be
considered to be used for farming
purposes, even though these operations
are performed on & farm. Thua, for -
example, elthough gasoline used on a
farm in connection with the production
or barvesting of maple sap or olearesin
from a living tree is considered to be
used for farming purposes under )
paragraph (d} of this seclion, gasoline
uaed in the processing of maple sap into
maple ayrup or maple sugar or used in
the processing of oleoresin into gumn
spirils of turpentine or gum resin is not
used for farming purpases, even though
these processing operations are
conducted on a farm.

(3] Casoline used in connection with
processing operations which change a
commodity from its rew or natural state,
or operations performed with respect to
a commodity after its character hes
been changed from its raw or natural
state by a processing operation. will not
be considered to be used for farming
purpnses. For example, gasoline used for
the exiraction of juices from fruits or
vegetables is used in a processing
opcration which thanges the characler
of the [ruits or vegetables from their rew
or riatural state and will not be
considered 1o be used for “farming
purpases.” *

{4) The term “commodity,” ss used in
this paragraph (&), refets 1o 2 single
sgricultural or horticultural product. For
example, all apples are treated as s
single commadity while apples and
peaches are treated a3 two separale
commodities. Operations with respect to
each commodity are 1o be considered
separaltely in applying the "one-balf™
production test described in paragraph
{e)(1) of thia section, -

(N Gasoline used in planiing, .
evltivating, or caring for trees. Ganoline
is used "or farming purposes”™ when it is
used by the owuoer, tenan, or operator
af the farm in connection with the
planting, cultiveling, caring for, or

rutting of trees that is incidental to the
farming opetations of the farm on which
it is performed ot incidenial to the
{arming operations of the owner, tenant,
or gperator of the Tarm, or in connection
with the preparstion {other than milling]
of trees for markel that is incidental to
these farming operations. These
operations include the lelling of trees
and cutting them into logs or firewood
but do not include sawing logs into
lumber, chipping. or cther milling
operations. Operationa of the prescribed
character will be considered incidental
to farming operations only if they are of
& minor nglure in comparison with the
total farming operations involved.
Therefore, 8 tree farmer or imber

grower may not claim credit or payment

under § 48.8420-1 with reapect to
garoline used in conneclion with the
trade or business of tree farming or
timber growing.

(g) Cesoline used in the maintenonce
of a farm or farm equipment. Gasoline ia
used "for farming purposes” when it ia
used by the owner, tenant, or operator
of a farm in conneclion with the
operation, management, conservation,
improvement, or meintenance of the
farm and its tools snd equipment. The
activilies included are those which
coentribute in any way to the conduct of
the farm as such, as distinguished from
eny other enterprise in which the owner,
tenanl. or operator may be engsged.
Examples of included cperations are
clearing land, repairing fences and farm
buildings, building terraces or irrigation
ditches, cleaning 100ls or farm
machinery, and painting farm buildings.
Since the gasoline must be used by the
owner. tenant, or operator of the farm to
which the ¢perations relate, gasoline
used by an organizetion which contracts
with a farmer to renovete his farm
properties is not used {or farming
purposes. Gasoline used in a gasoline-
powered lawn mower for maintaining a
lawn is not used for [arming purposes.

{h) Taxable year. The “taxable year™

" of a governmenta) unil or lax-exempt

organization described in § 48.6420-1(c}
is the calendar or fiscal year on the
basis of which it regularly keeps ila
books. The “taxable year™ of persons
subjecl te income tax shall have the
meaning an it has under section
7701{a}{23).

{i) Cosoline. The term “gasocline™ has
the same meaning given to thia term by
section 4082(b) end the regulations
thereunder.

{}) Ultimote purchoser. The term
*ultimale purchaser” includes only a
person who is an owner, tenant, or
operaior of a farm. A person who s an
ownef, tensnt, or operator of a farm is
an ultimate purchaser of gasoline cnly

with respect to such gesoline as is
purchased by the person and uaed for
farming purpcees on a farm of which the
pesson is the owner, tenanl, or operator.
Thus the owner of a farm who purchases
gasoline which is used on the farm by ils
ownef, tarfant, or operator for farming
purposes is generally the ultimaite
purchaser of the gasoline. }, however,
the cost of gasoline supplied by an
owner, lenant, or operator of & farm, is
by agreement or other arrangerment
bome by a second person who is an
owner, of opersior of the farm, the
second person who bore the cost of the
gasoline is considered to be the ultimate
purcheser of the gasoiine,

k) Certain farming use by persons
other than the owner, tenont or
operator.—{1) In general. Except as
provided in paragraph (1) of this section,
the owner, lengent, or operstor of & farm-..
cn which gasoline is used by any other
pereon for the purposes described in
aection 64200c}{3)(A) and peragraph (d}
of this section [relating to gasoline used
in cultivating, raising. or harvesting) will
be trested, for the purposes of § 48.6420-
1 (a), as the ultimate purchaser who
used the gasoline on the farm for

farming purposes.

(2} Exemple. The rule of paragraph
(k}{1} of this section may be illusyrgted
by the following exemple.

Examp/e. Farmer A hired custom operstor
B to cultivate the soi) on A'a farm. B used 200
gullons of gasoline which B had purchased in
performing the work oz A's farm. In addition,
A hired Farmer C 10 do some plowing on A's
farm, using C's own tractor snd 53 gallons of
gssoline which C had purchased. A is
Jdeemed to be (he ullimete purchaser and vaer
of Lhe gasoline used on A's larm by Bend C,
and A iz enlitled 10 take @ credit in respect of
the gasoline. Accordingly. no credil in resprct
1o the gasoline may be taken by either Bor C.

{1} Aerial opplicators trected os
ultimate purchosers.—{1) Genaral rule.
Section 6420{c)(3)(A) provides thal only
the owner, lenan!, or operator of a farm
is entitled to be treated as a user and-
ultimate purchaser. Section 5420(c)(4)
provides thsi under section
6420[c)[3){A). a0 aeris! applicator is
entitled to be treated as the user and
uliimate purchaser of gasoline used by it
on & {arm for the purposes described in
section 5420{c)[3){A], bu! only il the
owner, lenant, or operator whois
otherwise enlitled lo treatment as the
user end ultimate purchaser waives the
right to credi! or payment. See
paragraph {1){2) of this section.

{2) Form and manner of waiver. To
waive the righ! to be treated as user and
ultimate purchaser of gasoline which is
used on a farm by an serial applicator,
the owner, tenant, or oparator of a farm
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who is otherwise entitled 1o trestment
es user and ullimate purchaser must
execute an irrevocable written
agreement {as here described) no later
than the date on which the aerial
spplicator claiming the credit or
payment files jts return for the taxable
year in which the gasolire is used. The
agreement musi identify the period for
which the owner, tenant. or operator
waives the right to credil or payment.
The effective period of the waiver
cannot exlend beyond the last day of
the taxable yesr of the gwner, tenant. or
operator of the farm on which the
gasoline was used. If the owner, tenant,
or operatot’s texable year extends
beyond the taxable year of the
applicalor, the applicator can only claim
a credit or payment for periods included
in the spplicalor's taxable year. Periods
afier the iast day of the applicator's
taxable year which are included under
the agreement must be claimed on the
applicator's return for Lhe next
succeeding taxable year. The waiver
may be in the form shown under
paragraph {1){6) of this section or in any
other [arm that meets the requirements
of this paragraph and clearly states that
the owner, tenant, or operalor of the
farm knowingly waives the right to
receive the credil ot payment,

(3) Agreement included an gerial
opplicotor’s invoice. The agreement
waiving a right lo receive a credit or
payment under section 6420 may be s
separate document or may appeer on
the invoice [or aerial application
services or other unrelated documen!
from the aerial applicator to the awner,
tenant or operator of the farm. If the
waiver agreement appears on an invoice
or other unrelated document, howevet, it
musl be printed in a section of the
invoice or other document clearly set off
from all other materia!l contained in the
invoice or other document, and it must
be printed in type sufficiently large to
pul the owner. lenant, or opetator of the
farm on notice that the person has
waived the right to receive a credit or
payment under section 6420,
Additionally. if the waiver agreement
appears as part of any invoice or other
unrelated document. it must be executed
separately from any other item included
in the invoice or other document which
requires the owner, tenant, or operator's
signature.

{4} Copies of agreement walving right
to credit or payment. No copies of sny
sgreement waiving a righl to credils or
payments under section 6420 afe to be
submitied to the Internal Revenue
Service uniess a request is made by the
Service to the taxpayer for the waivers.
Aerial applicators musl. however, retain

copies of all waivers, and a copy of each
waiver musl be supplied by the aerial
applicalor to the owner. tenant, or
operator of the farm who waives the
right to receive a credit or payment. See
regulations § 48.8420-8 for general
requirements for records 1o be kept.

(5} Waiver on behalf of owner, tenant,
or operotor of farm. An agent of the
owner, lenant, ot opetalor of a farm who
is expressly authorized to act on behalf
of and to bind the ownert, tenant, or
operalor may waive that person’s rights
to & credil or payment under section
8420 by signing the waiver on the
petson’s behalf.

(6) Sample form of agreement. While
no specific form is required for an
effective waiver, an acceptable form

" waiving the right to receive a credit or

paymrent under section 8420 follows:

] hereby waive my right as owner/ienant/
operalor of a farm located ai
[addrens) 1o receive credit or
payment from the United States {or gasoline
used by {serial applicator)
on the farm in connection with cullivating the
aail, or the raising or harvesting of any
agricultural or horticultural commodity. Thia
waiver applies to gasoline used during the
period . both dates inclusive. J
understand that by signing this waiver, I give
up my right 1o elajm any credit or payment
for pascline used by the aenal applicatar
during the period indicated, and 1
acknowledge that T have nol previously
claimed any credit tor that gasoline,

{Signature of Owner/Tenant/Operatar}

§ 48.6420-5 Appilcable laws,

{a) Penalties, excessive claims, ete.
All provisions of law, including
penalties, applicable in respect of the
tax imposed by section 4081 shall, to the
extent appliceble and consistent with
section §420, apply in respect of the
payments provided for in seclion 6420 to
the same extent as if these payments
were refunds of overpayments of the tax
imposed on the sale of gasoline under
section 4081. For special rules applicable
to the assessment and collection of
amounts constiluling excesalve
payments under section 6420, see
section 8206 and the regulations
thereunder. For the civil penalty
assessable in the case of excessive
claims under section 6420, see section
6875 and the regulations thereunder. For
the treatment as an overpayment of an
amount allowable as an excessive credil
under section 39 with respect to
amounts paysble under section 84520, see
section &401(b).

(b} Examination of books and
wilnesses. For the purpase of
asceriaining [1) the correctness of any
claim made under section 5420 or {2} the

correctness of any credil or payment
made in respect of the claim, the
Commissioner shail have the same-
autharity granted by paragraphs {1}, {2},
and (3} of section 7802, relating to
examination of books and witneases, as
if the peraon claiming credit or payment
under section 8420 were the person
liable for tax.

ic) Fractional port of o dollor. Section
B420(e])(3) provides thal seclion 7504,
reiating to fractiona! parts of a dollar,
shall no! apply with respect to the
allowance of any amouni as a credil or
payment under seclion 6420
Accordingly, credits or peyments
authorized by section 6420 shsll be
made in the exac! emount ko which the
claimant is entitled and shall not be
rounded to the nearest whole dallar
amount.

§ 4364208 HRecords to be keptin
substantiation of credits or payments.

(8) In generol. Every person making a
claim for credit or payment under
section 5420 must keep records
sufficient to enable the district director
ta determine whether the person is
entitled to credit or payment under
section 5420 and. if sc, the amount.of the
credil or payment. No particular form is

. prescribed for keeping the records, but

the recorda mus! include a copy of the
income tax return or claim and a copy of
any statemen! or documen! submitted
with the return or claim. The recards
must also show with respect to the
texable year covered by the claim—

(1} The number of galions of gasoline
purchased and the dates of purchase,

{2) The name and address of each
vendor from whom gasoline was
purchased and he tolal number of
gallons purchased from each,

(3} The number of gallons of gasoline
purchased by the claimant and used
during the taxable year for farming
purposes on a farm of which the
claimant is the owner, tenant, or
operator,

{4) The number of gallons of gasoline
used during the taxable year for the
purposes desceibed in section
8420(c){3{A) and § 48.8420-4(d) (relating
to cultivating, raising, or harvesting) by
a person othet than the owner, tenant,
or operator on a farm of which the
claimant is the owner, tenant, ot
operator, and . -

(5) Other information as necessary o
establish the correciness of the claim.

{b) Accepteble records. {1) Evidence
of purchases of gasoline, snd the
purposes for which it was used, to
substantiate claims may include paid
duplicate zales invoices or tickets from
the gasoline dealer or other vendor, and
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detailed records of all fuel used which
thow the amount consumed on s farm
lor larming purposes snd the amount
used for other purposes. -

(2} Records maintained for Federal or
State income tax purposes, or to support
claims for refund of a Stete tax on
gasoline, may be used to the extent that
they contain the information necessary
to substantiate the accuracy of the claim
for credif under section 8420. However,
the records musi show separately the
number of galions of gesoline used on a
Yarm for farming purposes. .

{3) U trucks or other vehicles are used
both on &nd off the farm, an allocation
of gasoline used in the vehicle will be
required to show separately the number
of gailons of gasoline used on a farm for
farming purposes in respedt of which the
claim is made.

{4) If the owner, tenan!, or operator is
entitled under section 6420{c](4)(A) to
claim credit or payment in respect of
gasohing used on the person's farm by
another person other than an owner,
tenant, or operator of the farm for a
purpose described in section
B420(c){3){A} end § 48.64204[d)], the
claiman! must have records showing (i)
the name and address of the person who
performed the farming operation, {ii} s
description of the type of work [such as
plowing. threshing, combining, elc.) and
the type of equipment vsed, (iii} the date
or dstes on which the work was done,
and (iv) the number of gallons of
gasoline so used on the claimant's farm,

(c] Place ond period for keeping
records. (1] All records required by this
section mus! be Lkept by the claimant at
a convenient and sale location within
the Uniled States which is sccessible to
intermal revenue officers and shall
during normal business hours be
available for inspection by internal
revenue officers. If the claimant has a
principal place of business in the United
States, the records musl be kept at that
place of business.

- [2) Records required to subsfantiate a
claim under gection 6420 must be -
maintained for a period of 8! least d
years from the last date prescribed {for
the filing of the claim for credit or
payment.

§ 43.6420~7 Crosa references.

{(8) Gasoline vsed by Jocol tronsit
sysiems or for certoin nonhighway
purpases other thon forming. For
provisions with respect to payments to
the ullimate purchaser of gasoline used
for certain nonhighway purposes (other
than farming} or by Jocal tranait
sysiems, see section 6421 and the
regulations the-eunder.

{b} Diesel fuel and special molor fuels
used on a farm for forming purposes. For

provisions with respeci lo exemptlion
from tax in the case of diesel fuel and
special molor fuels used on & farm for
farming purposes, see section 4041(f)
and the regulations thereunder. For
credil or payment in respect of special
fueln used after June 30, 1970, for
farming purposes, see section B427(c}
and § 48.6427-1.

Par. M, Seclions 48.8421{a}-1,
48.6421{b}-1, 48.8421(c)-1, 48.6421(d}-1,
48.6421(e}~1, 48.8421{f}~1, and
44.6421{g}-1 are removed and the
following new §§ 48.6421-0, 48.8421-1,
48.6421-2, 48.6421-3, 48.64214, 48.8421-
5. 48.6421-8, and 46.6421-7 sre sdded
immediately afler § 48.6420-7.

£ 40.5421-0 Off-highway business use.
For purposes of the regulations under
section 8421, afier March 31, 1883, the
term “off-highway business use™ is used
in liev of the term “gqualiflied business
use” and has the same meaning as
“qualilied business use" undet
§ 48.84214(b).

§ 40.6421-1 Credits or payments lo
uitimate purchaser of gasoline used for
certaln nonhighwey purposes.

(5) In general, (1) If gasoline is used in
# qualified business use or ae fuel in an
aircraft (other than aircrafl in
noncemmercial aviation), & credit (under
the circumstances described in
paragraph [b) of this section) or a
payment [under the circumstances
described in paregraph [c) of this
section) in respect of the gasoline shall
be allowed or made to the ultimate
purchaser of the gasoline. For gascline
used in & qualified business use prior o
April 1, 1983, the credil or paymen!
under this section shall be en amount
eqgua) to 1 cenl for each gallon of
gasoline sc used on which the tex was
psaid at the rate of 3 centa a gallon, and 2
cents for esch gallon of gasoline 30 used
on which the tax was paid at the rate of
4 cenis a gallon. For gasoline used in an
ofl-highway business use efter March
31, 1583, the eredit or payment under
this seclion shall be an amouni equal to
the amouni determined by mullipiying
the number of gallons 10 used by the
rate at which tax wss imposed on such
gasoline under section 4081. For gasoline
vsed a8 8 fuel in an aircraft [other than
aircraft in noncommercial avialion) the
credit or payment under this seclion
shall be an amount equsl to the amount
delermined by multiplving the number of
gallons so used by the rete at which tax
was imposed on the gasoline under
section 4081. No interest shall be paid
on any paymenl sllowed under
paragraph (c} of this section. However,
interest may be paid on any
overpayment [as defined by sectlion

8401) srising from 8 credil allowed
under paragraph [b) of this section. See
section 34(a), relaling e credit (or
certain unee of gasoline and special
fuels {and lubricating oit used prior 10
Japuary 7.1983). See § 48.6421-3 for the
time within which a cleim for credit or
payment must be made under this
section. See § 48.6421—4 for the meaning
of the terms “gasoline,” "qualified
business use.” “noncommercisl
aviation,” and "taxable year."

{2} For purposes of determining the
plloweble credit or payment in respect
of gasoline used in a qualified businegss
use or a8 fuel in an aircrafl [other than
aircraft in noncommercial avigtian).
ganoline on hand shall be considered
used in the order in which it was
purchased. Thus, if the uliimate
purchaser has on hand gasoline
acquired in two purchases made at
different times and subject to different
rales of tax, in determining credil or
payment for the gasoline vsed ina
qualified buriness uge or a4 fuel in an
aircraft (other than ajreraft in
noncommercial aviation), it will be
assumed that the gesaline first
purchased was the first gasoline used.
and the rgte applicable to that purchase
will apply in determining the credit or
payment. until all that gasolinejs,
accounted for. '

{b) Allowonce of income tax credit in
lieu of poyment Except as provided in
paragraph {c) of this section, repaymen!
under this section of the tax paid under
seclion 4081 on gasoline used in a
qualified business use or as a fuel in an
sircraft {other than aircraft in
noncommercial aviation) by 8 person
subject to income tax mey be obtained
only by cisiming & credit for the amount
of this 1ax against the tax imposed by
sublitle A of the Code. The amount of
the credit shall be an amount equal 1o
the payment which would be made
under section 6421 with respect to

——

" gasoline used during the taxable year in

a gualified business use or as & fuel in
an aircraft (other than aircraf in
noncommercial aviation) if section
6421(i) and paragraph (c] of this seclion
did not apply. See section 34(a)(2).

{e) Allowance of payment. Payments
in respect of gasoline upon which tex
was paid under section 4081 thal is used
in a qualified business use or as a fuel in
an aircrafl {other than aircrafl! in
noncommercial avialion) shall be made
only to—

(1} The Unilted Siates or any agency or
instrumentality thereo!, s Stale. a
political subdivision of a Slate, or 8
agency or instrumentality of one or more
Stale politica) subdivisions ol s State, or
the District of Columbia,
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{2} An orgenization which is exempl
from tax under section 501{a) and is not
required to make a reture of the income
tax imposed under subtitie A for ita
taxable year, or

{3) A person described in section
£421(c)(2) to whom $1.000 or more is
payable (without regard to parsgraph (b)
of this section) under this section with
respect 10 gasoline used during any of
the firat three quariers of lhe person's
taxable year.

(d) Dual use of gosolire. (1) No credil
or paymeni may be ¢claimed in respect of
gasoline used in & highway vehicle used
in a trade or business or for the
production of income solely by reascn of
the fact that the propulsion motor in the
vehicle in also used for a purpose other
than the propulsion of the vehicle. Thus,
if the propulsion motor of & highway
vehicle {used in a rade or business or
for the production of income} also
operales special equipment, such sg a
mixing unil on a concrete mixer truck or
& pump for discharging fuel from o tank
truck, by means of a power lakeofl or
power transfer, no credit or payment
may be claimed in respect of the
gasoline used lo operale the apecial
eguipment, even though the apecial
equipment is mounted on the highway
vehicle.

12} If s highway vehicle is equipped
with a separete motor to operalte the
special equipment used in a trade or
business ot for the production of
incame. such a# a refrigeration unit,
pump. generator, or mixing unit, credit
s¢ paymenl may be claimed in respect of
the gasoline used in the separate motor.

(3} i gasoline used in & separate
nolor is drawn from the same tank as
he one which supplies gasoline for the
sropulsion of the highway vehicle. the
letermination &3 to the quantity of
1@saline used in the separale motor
peraling the special equipment must be
1ased on operating experience and
upporled by records.

(4) Devices to measure the number of
ailes the highway vehicle has traveled,
uch as hubometers, may be vaed in
raking s preliminary determination of
1e number of galiona of gasoline vsed
> propel the vehicle. In order to make a

nal determination of the number of
allons of gasoline used to propel the
ehicle, there must be added to thia
reliminary determinalion the oumber of
illons of gasoline conaumed white
iling of warming up the motor
*eparatory to propelling the vehicle.

{2} Gosoline lost or destroyed,

asoline Tost or destroyed through

rillage, fire, or other casualty ia not

meidered 1o have been “used " in o

1nlified business use or as fuet in an

rcraft (other than sircraft in

nencommercial aviation) and,
accordingly. credil ar payment in
respect of the gasoline may not be
claimed.

{f) Supporting evidence required. Each
claim under this section for credit or
psyment musl include & statement
showing—

{1) The total number of gallona of
gasoling purchased and used during the
period covered by the claim in a
qualified business use multiplied by the
rate of payment allowable in respect of
the gasoline. (For the rate of paymeant
allowable. see paragraph (a){1} of this
section.)

{2] The total number of galicns of
gasoline purchased snd used during the
period covered by the claim for use as
fuel in an mircraft {other than aircrall in
noncommerciel aviation) multiplied by
the rate of payment allowable in respect
of the gasoline. .

{3} The purpose or purposas for which
the gasoline was used, determined by
reference to genersl categories, and the
amount used for esch purpose; and .

{4) If a claim on Form 843 is being
filed. the internal revenue district or
service center with which the claimant
last filed an income tax return (if any).

§43.6421-2 Credits of payments 1o
ultimate purchasers of gasollne used in
intercity, local, of school buses

(a) In general. If gasoline is used in an
intercity or local bus while engaged in
furnishing (for compensation} passenger
land trensportation available to the
general public or iz & school bus
engsged in Lhe transporiation of
students or employees of schools, a
credit funder the circumstances
described ip paragraph (b} of this
section) or & payment [under the
circumstances described in paragraph
{c] of this section) in respect to the
gasoline shall be allowed or made to the
ultimate purchsaset of the gasoline, The
credit or payment under this section
shall be an amount equal to the product
of the pumber of gallonas of gasoline so
vaed multiplied by the rate st which tax
was imposed on the gasoline by section
4081. No inlerest shell be peid on any
payment allowed under parsgraph (c) of
thia section. However, interest may be
paid on &n overpayment {as deflined by
section B401) ariting from & credit
allowed under paragraph {b) of this
section. See section J4{a) relating to
credit for certain uses of gasoline and
specia) huels, (and lubsicating oi) used
prior 10 January 7, 1963), See § 48.8421-2
for the time within which & elaim for
¢redit or payment musl be made under
this section. See § 48.8421-4 {or the
meaning of “gasoline.” See section
4221{d)(7) and the reguiationa

thereunder for the definition of
“intetcity bus,” “local bus™ and “school
bus.”

{b) Allowance of income tax credit.
Except as provided in paragraph (c} of
this section, repaytoent under this
section of the tax paid under section
£081 of gesoline used while engaged in
furnishing (for compenasation] passenger
{and transportation available lo the
genaral public or in school bus
transportation operations by & persan
subject to Income tax may be cbtained
only by claiming a credit for the amount
of this tax against the tax imposed by
subtitle A of the Code. The smount of
the credit shall be an smount equal 1o
the payment which would be made
undet section 8421 with respect to
gascline used during the taxable yeer
for this passenger land transportation of
achool bus operations if section 8421{i)
and paragraph (c) of this sectios did not
apply. See section 34[e}2).

(c) Allowonce of payment. Payments
in respect of gasoline upon which tax
was paid under section 4081 that ia vsed
while engaged in furnishing (for
compensation) passenger jand ..
transportation available to the general
public or in school bus transportation
operations shall be made only to—

(1) The United Stales or eny agency or
instrumentality thereof. & State, or
political subdivision of a State, or an
agency or instrumentality of one or more
States or political subdivisions of a
State, or the District of Columbia,

{2) An organization which is exempt
from tax under section 501({a) and is not
required to make a return of the income
tax imposed under subtitle A for ita
taxable year, or

{3) A person described in pection
8421¢c){2) to whom $1,000 ot more is
payable {withou! regard to paragraph [b)
of this section] under this section with
respect o gasoline used during any of
the first three quarters of the person’s
taxable year.

{d) Supporting evidence required.
Each clsim under this section Jor credit
or payment wust include a statement
showing—

{1) The total number of gallons of
gascline purchased and used during the
periad covered by the claim for each
intercity or local bans while engaged in
furnishing {for compensation) passenger
land iransportation available to the
general public multiplied by the rate at
which tax was immposed on the gasoline
by section 4081.

{2} The total number of gallons of
gascline purchased and used in eech
bus while engaged in school bus
transporiation operations wuitiplied by
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the rate at which tax was imposed on
the gasoline by section 4081, and .

{3) If a claim on Form 843 is being
filed, the internal revenue district or
service center with which the claimant
lssi filed an income tax return {if any).

§ 42.6421-3 Time tor filng clalm for credit
o payment.

(a) In general A claim for credit or
"payment described in § 48.8421-1 with
respect to gasoline used in a qualified
business use or as @ fuel in an aircraft
(other than aircraft in noncommercial
aviation) or in § 48.6421-2 with respect
1o gasoline used either in an intercity or
local bus while engaged in furnishing
(for compensalion) passenger Jand
transportation svaeilable to the general
public or in school bus transporiaticn
operations, shall cover only gasoline
used during the taxable year, or when
paragraph (b)(2) of this section applics,
gasoline used during the calendar
quarier. Therefore, gasoline on hand at
the end of a 1axakle year, or, if
applicable, 8 calendar quarter, such as
gasaline in fuel supply tanks of vehicles
or in storage tanhks or drums, must be
excluded from a ¢laim filed for the
taxable year or calendar quarter, as the
case may be. However, this gasoline
may be included in & claim filed for a
later taxable year or a later calendar
quarter if it is used during that laler year
or quarier in a gualified business use, as
fuel in an aircraft (other than aircraft in
noncommercial avialion), or in intercity,
local, or school buses. Gasoline used
during the taxable year or calendar
quarler may be covered by the claim for
ihat period although the gasoline was
not paid for at the time the claim is filed.
For purposes of applying this seclion, &
governmental unit or exempt
organization described in § 48.6421-1{c)
or § 48.6421-2(c] is considered 10 have
a5 ils taxable year, the calendar year or
{iscul year on the basis of which it
regularly keeps its books; see § 40.6421-
4(zg).

(b) T/me for filing—{1) Annual cloims,
(i) A claim under this section for credit
or payment wilh respect to gasaline
shall not be allowed unless it is filed no
later than the time prescribed by section
6511 and the regulations thereunder for
filing a cfaim for credil or refund of
income tax for the particular laxable
year.

(ii} A claim for paymenl of a
governmental unit or exempt
organization described in § 48.8421-1(c)
or § 48.6421-2{c) mus! be filed no later
than 3 years foilowing the close of its
taxable year (see § 48.64214).

(2) Quarterly cloims. A cleim for
payment of $1.000 or more in respect of
gasoline used during any of the first

three quarters of the taxable year, filed
eilher under § 48.8421-1{c)(3) in respect
of gasoline used in a qualified businees
uae or a9 a fuel in sn aircraft (other than
aircralt veed in noncommercial avistion)
or under § 46.6421-2(c}(3) in respect of
gasoline used while engaged in
furnishing (for compensation) passenger
land transporiation aveilable to the
genera} public or in achool bus
operations, shall not be allowed unless
Lhe claim is filed on or before the last
day of the first calendar quarter
following the calendar quarier for which
the claim is filed. No quarterly claim
may be filed for the last calendar
guarter of the taxable year. Amounts for
which paymen! is disallowed under this
paragraph (b)(2) merely because the
claim was not filed on lime may be
included in 8n annus) claim filed under
paragraph (b){1) of this section, but
other amounts for which a claim for
payment has been filed under this
paragraph (B}(2] may not be included in
an annval claim filed under paragraph
[b}{1} of this section.

{3) Other applicoble rules. See
§ 301.7502-1 of this chapter (Regulations
on Procedure and Administration) for
provisions treating limely mailing as
timely filing and § 301.7503-1 of this
chapler for time for performance of an
act where the last day falls on Saturday,
Sunday, or & legal holiday.

{c) Limit on claims per taxoble yeor.
Not more than one claim may be filed
undet § 48.6421~1 or § ¢6.6421-2 by any
perscn with respect to gasoline used
during any taxable year, except (o the
exteni that quarterly claims may be filed
under parsgraph (b){2] of this section
wilh respect to any calendar quarter
{other then the last calendar quarter) of
the taxable year.

{d} Form ond content of cloim—{1)
Claim for credit. The claim for credit to

- which this section spplies must be made

by attaching & Form 4136 to the income
tax relurn of an individual or a
corperetion. Form 4136 mus! be
executed in sccordance with the
instructions prescribed {or the
preparation of the form. A partnecship
may not file Form 4138. When &
parinership files Form 1065, U.5.
Parinership Retum of Income, it must
includc a statement shewing how many
gallons of gasoline are allocated lo each
partner and the use made of the
gasoline.

{2} Claim for payment. The claim for
payment to which this section applies
mus! be made on Form 843 in
accordance with the instructions
prescribed for the preparation of the
{orm. Each form must designate the
taxable ycar, or calendar Quarter, for
which it is filed. The form must be Filed

with the rpame servica center where the
income tax return was laat filed &7, in
the case of & governmental unit or
exempl organization described in

§ 48.0421-4{c) or § 48.6421-2(c). wilh the
service cenler for the internal revenue
region in which the principal place of
buslness or principal office of the
claimani is loceted.

13] Death or terminaiion. (i) If en
tndividual dies, or if a sole
proprietorship, partnership, or
corporation is terminated or liguidated,
during the taxable year, the claim for
credit or payment may be filed in
respect of gasoline used during the shart
taxahble yeat in the same manner as is
provided for gasoline used in a full
taxable year. Those months which
conslitute a quarer of & full taxable
year will conktitute the same quarter of
the short taxable year. For example, if a
corporation using the calendar year ig
liquidated on September 30, 1982, and is
eniitled to $300 under § 48.8421-1 in
respect of gasoline vaed in & qualified
business use for the calendar quarters
ending June 30 and Seplernber 30, it may
file e claim for payment in respect of the
gasoline used during the calendar
quarters ending June 30, and September
30, 1981, and 1zke a credit of $900.40 its
income lax return for the shorl taxeble
year in respect af the gasoline used
during the calendar quarter ending
March 31, 1882,

(i) A claim for payment on behalf ol a
decedent may be filed by the decedent’s
execvlor, administrator, or any cther
person charged with responsibility for
the decedent's affairs. Such a claim must
be accompenied by copies of the letiers
testameniary. letters of administration.
or, in the case of a claim filed by other
than the executer or administratot. the
information called fot in Form 1310
(Statement of Persoa Claiming Refund

" Due 8 Deceased Taxpayer). The claim

may cover only gasoiine in respect of
which the decedent would have been
entilled to clajm payment. For example.
if an individual dies on july 15, 1982,
prior to claiming payment under

§ 46.6421-1 or $1,000 ot more applicable
to gasoline purchased and vsed in a
qualified business use during the
calendat quarier ending june 30, 1882,
the decedent’s executor or other legal
representative may file 8 claim for
payment covering that calendar quarter,
snd take the credit provided by section
39{2){2) ngainst the decedent’s income
tax on the income tax return for the
short taxable year in respect of gasoline
purchased by the decedent and so used
during the period from July 1. 1982 10
July 15, 1882, the date of death.
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(e) Restriciions on claims for credit or
poyment. Credits or payments are
allowable only in respect of gasoline
that was sold by the producer or
importer in & transaction thst was
subject to tax under section 4081, For
example, a State or local governmenl
may not file a claim with respect to any
gasoline which it purchased tax free
from the producer, cven though the State
ot local government used the gasoline as
a fuel for the purposes described in
paragraph (a} of this section. Similerly, a
governmental unit or tax-exempt
orgmnization that is the ultimate
purchaser of gasoline may not file a
claim for payment if it is known that
anocther person is entitled to claim
credit, payment, or tefund with respect
1o the same gasoline. For example. a
Slate or local government may not file a
claim for payment if it has executed, or
intends to execule, 8 written consent, or
other documentation. to enable the
producer to claim credit or refund for
the tax thal waa paid. See, for example,
§§ 48.6416{a)}-) and 48.6416{b){2}-3(b)[1).

§48.6421—4 Meaning of lsrms,

For purposes af the regulations under
section 8421, urdess otherwise expressiy
indicated—

(2) Gasoline. The term “gascline™ has
the same meaning given to such term by
section 4082{b) end regulations
thereunder.

(b Qualified business use. (1) The
term “gualified business use” means
any use by & person in a trade or
business of the person or in an aclivity
of the person described in section 212
{relating to production of income}
otherwise than as a fuel in a highway
vehicle—

(i) That at the time of the use ia
regisiered. or ie required to be
-rgistered. for highway use under the

s of any state, the District of

-.umbia, or & foreign country, or

{11} That, in the case of a highway
vehicles owned by the United Siatea, is
used on the highway.

The term “qualified business use™ does
not include apy use in a motorboat,
other than a vessel used in the fisheries
or whaling business. See paragraph (c)
af this section for the definition of
“highway vehicle.” See paragraph (d) of
this section for the definition of
"hishway,"

[2) Any highway vehicle operated
ander a dealer's tag, license, or parmil
will be considered 1o be registered. A
highway vebicle s not considered 1o be
“regislered” salely because there has
Jeen issued a apecial permil for
aperation of the vehicle at particular

imes and under specified canditions.
"fowever, & highway vehicle that ia

required 10 be regisiered and that is also
isgued & special permit for operation of
the vehicle under specified conditions,
such as carrying an oversize load. is still
cenaidered to be “registered.”

(3] Nenbusiness, ¢ff-highway use of
gasoline by such vehicles and .
equipment as minibikes, anowmobiles,
power lawn mowers, chain saws, and
other yard equipment does nat qualify
a3 gasoline used & qualified business
use, . .

{4) Examples of gascline used in a
qualified business use include: (i}
gavoline used (In a trade of buasiness or

" for the production of income) in

stationary engines {6 operate pumps,
generalors, compressors, and power
sawa.{ii) gasoline used {in a trade or
business or for the production of
income} for cleaning purposes; (iii)
gasoline used {in & trede or business or
for the production of income} in forklift
trucks, bulldozers, and earthmovers; and
{iv) gasoline vsed by a nonhighway
vehicle in connection with the trade or
business of conatruction, mining or
logging. .

(8) Miustration. The application of this
peragraph (b) may be illustrated by the
following example:

Exomple. M Corporation, a logging
company, files its income lax rerurn on the
basis of the cslendar year. Druring 1962, the
company used 20,000 gallons of gasoline io its
logging business. O thia amount. 12,000
galloos were used as foel in regialered
highway vehicles which were operated both
on the public highways and on the company’s
private roads. Of the remaining 8,000 gallons,
£.000 were used in nonhighway vehicles. such
ay tractors and bufldorers. and 2.000 gallons
were used In highway vehicles, such as
hesvy trucks which, at the tima of use, were
neither registered nor required to be
regisiered under state law for highway use by
reason of being operated entirely on Lhe
company's property. As 1be ultimate
purchaser, M may take 8 credit on its income
tax return for 1982 under this secton in
respeci of the 8,000 gallons used in the
nonhighwaey vebicles and the 2.000 gslions
used in Lhe unregistered highway vehicles.
However, no credil may be sllowed with
reapect to the 12,000 gallons used in the
regisiered highway vehicles even though e
poriion of this gascline way used in operating
the vebicles on the company’s own property.

{c} Highway vehicle. The term
“highway vehicle” han the pame
meaning assigned to this term under
§ 48.4061{a)-1(d)

(8] Highway. The term “highway"
includes any road. whether a Fedaral
highway. State highway. city aireet. or
atherwise, in the United States which is
not a privale roadway.

{e) Moncommenrcial aviction. The term
“noncommercial aviation’ bas the same

meaning given to such term by section
H041{c){4]-

(f} Calendor gquarter. The term
“calendar qusriet” meens & period of
three calendar months ending on March
31, June 30, September 3C, or December
1.
(g} Taxoble year. The “taxable year”
of a governmental unit or {ax-exempt
organization described in § 48.8421-1(c]
or § 48.56421-2{c) is the calendar or fiscal
year on the basis of which il regularly
keeps its books. The "taxable year” of
persons subject 10 income tax shall have
the meaning it has under section
7701(8){23).

§ 48.6421-5 Ex=mp! sales; othes payments
o refunds avallable.

(a) Exemp! sales. No credit or
pasyment shall be allowed or made
under § 48.8421-1 or § 48.6421-2 with
respect to gasoline which was exempl
from the tax imposed by section 4081.
For example, credit ot payment may not
be allowed or made with respect to
gesoline purchased tax {ree for use as
aupplies for certain vessels and
airplanes, or with respect {o gasoline
purchased by a State tax free for its
exclusive use, as provided in zection
4221. -

{b} Other payments or refunds
gvailable. Any amount which, without
regard 1o the second senlence of section
B42i{e)(1} and this petagraph (b}, would
be allowable #s 2 credit or payable to
any person under § 48.6421-1 or
B 48.6421-2 is reduced by any other
amount which is sllowedle as a credit or
payable under seclion £21. or is
refundable under sny other provision of
the Code, to any person wilh respect fo

“the same gasoline.

{c] Casoline used on farms. Payments
with respect to gasoline used on a farm
for farming purposes shall be claimed
under section 8420 and § 48.8420-1, and
no claim in respeci of thet gasoline may
be made under section 6421 and the
reguiations hereunder.

§ 48.6421-8 Applicable laws.

(a) Penolties. excessive claims, etc.
All provisions of law, including

_ penalijes, applicable in respect of the

tax imposed by sectioo 4081 sball, to the
extent applicable and consistent with
section 6421, apply in respect of the
payments pravided for in section 6421 to
the same extent as if these payments
were refunds of overpayments of the tax
imposed on the aale of gaactine by
seclion 4081, For apecial rules applicable
1o the assessment and collection of
amounts conslituting excessive
payments under section B421. see
section 8208 snd the regulations
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thereunder, For the civil penalty
655e55able in the case of excensive
claims undet section B421, see aection
6675 and the regulations thereunder. For
the treatment &s an overpayment of an
amoun! sllowable as an excessive credit
under seclion 34 (seclion 38 of the
Internal Revenue Code of 1954 prior to
ia revigion by the Tax Relorm Act of
1984] with respect to amounis payable
under section 8421, see section 8401(b).

(b) Examination of books and
witnesses. For the purpose of
sscertaining (1} the correctness of any
claim made under section 8421 or [2} the
correctness of any credil or payment
made in respect of the claim. the
Commissioner ahall have the same
authority granted by paregrapha (1). (2).
snd (3) of section 7602, relating to
examinalion of books and wilnesses, ax
if the person claiming credits or
payment under seclion 6421 were the -
person liable for 1ax.

§48.6421-7 Fecords to ba kept in
substantiation of credits or payments,

(a) Irn general Every person making a
claim for credit or payment under
section 5421 must keep recorda
sufficient to enable the district director
to determine whethet the person is
entilled to credit or payment under
section 6421 and. if s0, the amount of the
credil or payment. No particular form is
prescribed for keeping the records. but
the records musl include & copy of any
slatemeni pr document submitted with
the return or ¢laim. The records must
also show with respect to the period
covered by the claim—

{1) The number of gallons of gasoline
purchased and the dates of purchase,

(2) The name and address of each
vendar from whom gascline was
purchased and the ictal humber of
gallons purchased from each,

{3) The number of gallons of gescline
purchased by the claimant and used
during the period covered by the claim
for nonhighway purposes or in intercity,
local or school buses,

(4} Other information na necessary ta
establish the corectness of the claim.

{b) Acceploble records. (1) Evidence
of purchases of gasoline, and the
purposes for which it was used. 10
substantiale clalms may include paid
duplicate sales inveices or tickets from
the gasoline dealer or other vendor, and
detailed records of #il fuel used which
show the amount used for the prescribed
purpase and the amount used for other
purposes.

{2) Records maintained for Faders! or
State incoime tax purposes, of to support
claims for refund of a State 12x on
gasolins, may be used to the extent that
they conlain the infprmation necessery

to substantiate the accuracy of the clalm
for credil under section 8421. However,
the records mus! show separaiely the
number of galions of gasohne used for
nonhighway purposes of in interclty,
local ar school buses during the period
covered by the claim.

{¢) Ploce and period for keeping
records. {1} All records required by this
section must be kept by the claimant at
s convenient and safe location within
the United Stales which is acceesible to
internsl revenue officers and shall
during normal business hours ba
svailable far inspection by internal
revenue officers. If the claimant has a
principal place of business in the United
Stales. the records must be kept at that
place of business.

(2) Records required to substantiate &
claim under section 6421 must be
maintained fot & period of al least 3
years from the last date prescribed [or
the filing of the ¢laim for credit or
payment.

Far. 35. The following new §§ 48.8424-
0, 48.6424-1, 48.8424-2, 4884243,
49.64244. 48.6424-5, and 48.6424-8 are
added immediately lollowing § 48.8421-
7.

$43.6424—0 Effective date. -
All relerences in section 6424 apply to
uses prior to January 7, 1981,

48.6424-1 Credilts or payments to ultimate
purchaser of iubricating oll used in a
Guslitied business use of in & qualifled buw
(a) In genersl If lubricatior oil (other
than culting oils, as defined in section
4092(b) and other than previously used
oil} is used prior o January 7, 1983, in a
qualified business use or in & qualified
bus, s credi! [under the circumsiances
described in paragraph {b} of this
seclion) or & payment (under the
circumslances described in paragraph
{c] of this section]) in respect of the
lubricating oil shall be sllowed or made
1o the vhimate purchaser of the
lubticating oil in an amoun! equal to 8
cents for each gallon of lubricating oil s0
used on which tax waas paid under
section 4091, No interest shall be psid
on any paymmen! allowed under
paragraph {c]} of this section. However,
interest mey be paid on an overpayment
(a1 defined by section 6401) of lax
arising {rom a credit allowed under
paragraph (b} of this section. See section
39(a) {prior to its revision by the Tax
Reform Acl of 1884), relating to credit
for certain uses of gascline, special
fuels, and lubricating oil. See § 48.6424-2
for the lime within which a ctaim for
credit or paymeni must be made under

-this section. Sce § 458.642¢-3 [or the

meaning of the terms “lubricating oil.”
“use in a qualified business use.”

“qualified bus.” “calendar year.” and
“tgxable yaar.” See § 48.6424-2 for the
time within which a claim for credit or
payment must be made under this .,
section. See § 48.8424-3 {or the meaning
of the terms Ylobricating oil.” “use in a
qualified business use.” "qualified bus,”
“calendar year,” and “taxable yenr.”

(b) Aowance of income tax credit in
lieu of payment. Except as provided in
paragraph (c) of this section, repayment
under this section of the fax paid under
section 4091 on lubricating oil used in g
qualified business use or in a qualified
bus by a person aubject o income tax
may be obtained only by claiming a
credit for the smount of this tax sgainst
the tax irnposed by subtitle A of the
Code. The amount of the credil shall be
an amount equal 1o the payment which
would be made under seclion 8424 with
respect to lubricating oil used during the
taxable year in s qualified business use
or in » quslified bus if sectlion 8424(f)
and paragraph (c) of this section did not
apply. See section 39(a}{3) (prior to its
revision by the Tax Reform Act of 1384].

(c) Allowance of payment Payments
in respect of lubri: sting eil upon which
tax was paid unde: section 4051 that is
used in a qualified business use or »
qualified bus shall be made only lo—

(1) The United States or any agency or
instrumentality thereof, a State. a8
political subdivision of a State, or an

. egency of instrumentality of one or more

States or palilical subdivisions of a
Stale, or the District of Columbia,

{2) An organization which is exempt
from tax under section 501{a) and is not
required 1o make & relumn of the income
tax imposed under subtitle A for its
taxable year, or

{3) A person described in section
B424{b](2} to whom $1.000 or more i
pavable {withoul regard 1o paragraph (b}
of this section) under thia section with
respect ta lubricating oil used during
any of the first three quarters of the
person’s taxabla year.

(d) Uses whick qualify for credit or
payment. The use contemplated by
seclion 6424 iz a use of lubricating oil
{previously unused) through which the
oil is consumed or rendered unfit for
further use as a lubricant or for sale as a
lubricant. If previously unused
lubricating oil is blended or mixed with
previously used lubricating oil which
has been reclaimed or rerefined. the
unused oil is considered 1o have lost its
jdentity and the resulting product will be
treated as previoualy used. Thus, na
cradit or payment will be allowad under
this section with regpect 1o the use of
such blended lubricating oil regardless
of how this mixture s eveniually used.
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{e) Duel use of lubricoting oil. (1) No
credil ot paymenl may be claimed in
respect of lubricaling oil used as a
lubricant in a highway vehicle used in a
trade or business or for the production
of income solely by reason of the fact
that the propulsion motor in the vehicle
is also vsed for a purpose other than the
propulsion of the vehicle, Thua, if the
propulsion molor of a highway vehicle
{used in & trade or business or for the
produclion of income) also operates
special equipment, such &8 a mixing unit
on & concrete mixer truck, by means of a
power takeofl or power trunsfer, no
credil or payment may be claimed in
respect of the lubricating oil used to
operate the special equipment, even
though the special equipment is
mounted on lhe highway vehicle,

(2) I & higkway vehicle is equipped
with @ separate motor to operate special
equipment (used in & trade or business
o7 {or the production of income) such as
a refrigeration unit, pump. generalor, or
mixing unit, the credit or payment may
be claimed in respect of the lubricating
oil used in the separate motor,

() Lubricating oil lost or destroyed.
Lubricating oil loat or destroyed through
spiliage, Fre. or other casualty is not
considered to have been “used” in a
qualified business use or in a qualified
bus and, accordingly. credil or payment
in respect of this lubricating oil may not
be claimed.

(8) Supporting evidence required.
Each claim under this section for credit
or paymeni musl include s slalement
showing—

{1} The total number of gallons of
lubricating oil purchased and used in a
gualified business ot in a qualified bus
during the period covered by the ¢laim,
mulliplied by & cents:

(2} The purpose ar purposes for which
the lubricaling oil was used, determined
by relerence to general categories, and
the amount used for each purpose; and

(3} if & claim on Form 843 is being
fiied, the internal revenue district or
service center with which the claimant
lasi filed an income lax return, if any.

§ 43.5424-2 Tima for flling claim foe credit
or pryment. '
(a} in generol. A claim lor credit or
payment described in § 48.6424~1 with
respect to lubricating oil used in a
qualified business use or in & qualified
bus shall cover only lubricating oil used
during the taxable yesr, or when
paragraph (b}(2) of this section applies,
used during the calendar quarter, for
these purposes. Therefore, lubricating
oil on hand at the end of a taxsble year,
or. il applicable, s calendar quarter,
such as lubricating oil in slorage tanks
of drums, musi be excluded from & claim

filed for the taxable year or calendar
quarier, as the case may be. However,
this lubricating oil may be included in &
claim filed for a later taxable yearore
later calendar quarler if it is vsed during
that later year or quarter in s qualified
business or in a qualified bus.
Lubricating oil used during Lhe taxabie
yaar ar cafendar quarter may be covered
by the claim for that period although the
lubricating oil wes not paid [or at the
time the claim is filed. For purposes of
applying this seclion, 8 governmenta)
unit or exempt organizalion described in
$ 48.6424-1[c) is conaidered to have as
ils taxable year, the calendar year or
fiscal year on the basis of which it
regularly keeps ite books. See § 48.56424-
(g},

(b) Time for filing—{1} Annual claims.
[i] A claim under this seclion for credit
or payment wilh respect to lubricating
o0il used during & lexable year, shall not
be allowed unless it is {iled no later Lhan
the time prescribed by section €511 and
the regulations thereunder for filing a
claim for credit or refund of income tax
for the particular taxahle year.

(ii) A claim for payment of a
governmental unit or exempt
organization described in §48.6424-1(c)
must be filed no later than 3 years
following the close of its taxable year,
See §48.8424-3().

(2) Quarterly cloims. A claim for
payment of §1,000 or more in respect of
lubricating oi} used during any of the
first three quarters of the taxable year,
filed under § 48.6424-1(c){3) in reapect of
fubricating oil used in » qualified
busineas use or in a qualified bus, shall
not be allowed unless the claim is filed
on or before the las! day of the firs!
calendar quarter following the calendar
quarter for which the claim is filed. No
quarterly claim may be filed [or the last
calendar quarter of the taxable year.
Amounts for which payment is
disallowed under this paragraph (b)(2)
merely because the claim was not filed
on time may be included in an annval
claim filed under paragraph {b}(1} of this
section but other amounts for which &
claim for payment hen been filed under
this paragraph (b)(2) mey not be
inctuded in sn annual claim filed under
paragraph (b)(1) of this section.

{3) Other applicabie rules. See
§ 301.7502-1 of this chapter (Regulations
on Procedure and Administration) for
provisions treating timely mailing as
timely filing and § 301.7503-1 of this
chapier for 1ime {or performance of an
act where the last day falls on Saturday,
Sunday. or a legal holiday.

(¢) Limit on claims per taxable yeor,
Nol more than one claim may be filed
under § 48.8424-1 by any persan with
respect to lubricating oil used during

hny taxable year, except to the extent .
that quarterly claims may be filed under
paragraph [b)[2) of thie section with
respect (o any calendar quarter (other
than the last calendar quarter) of the
taxable year.

{(d) Form and content of claim—(1)
Claim for credit. The claim for credit to
which Lhis section applies must be made
by sttaching a Form 4136 to the income
tax return of an individual er &
corporation. Form 4136 must be
execuled in accordance with the
instructions prescribed for the
preparation of the form. A partnership
may not file Form 4138 When »
partnership files Form 1065, U.5.
Parlnership Return of Income, if must
include a ptalement showing how many
gallony of lubricating oil are allocated to
each partner and the use made of the
lubricating oil.

(2} Clesm for payment. The claim for
payment to which this section applies
must be made on Form 843 in
accordance with the instructions
prescribed for the preparation of the
form. Each form must designate the
taxable year, or calendar quarter. for
which it is filed. The form must be filed
with the same service center where the
income tax return was last filed or, in
the case of 8 governmental unit or
exempt organization described in
§ 48.6424-1(c} with the service center for
the internal revenue region in which the
principal place of business or principal
office of the claimant is located.

(3) Death or termination. (i} 7" an
individual dies, or if a sole
proprietarship, partnership, or
corporation is terminated or liquidated,
during the taxable yeat, \he claim for
credit or payment may be filed in
respect of lubricating oil used during the
short taxable year in the same manner
as is provided for lubricating oil used in
a full taxable year. Those months which
constitule a quarter of a full taxable
year will constitule Lhe same quarter of
the short taxable year. For example. il a
corporation using the calendar year is
liquidated on September 30, 1982, and is
entitled to $500 under § 48.6424-1 in
reapect of lubricating oil used in &
qualified business use of in a qualified
bus for the calendar quarter ending
March 31 and is &lso entitled lo
payments of $1,500 [or each of the
calendar quarters ending June.30 and
September 30, it may file a claim [or
paymant in respect of the lubricating oil
used during the calendar quarters
ending June 30, end September 30, 1882,
and take » credit of $900 on the
corporation’s income tax return for the
short taxable year in respect of the

L ] “- -~
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lubricating oil used during the calendar
guarier ending March 31, 1842,

{il} A claim for payment on behalf of a
decedent may be filed by the decedent’s
execulor, sdministrator, or any other

- persen charged with responaibility for

t. . decedent's affsirs. Such 8 claim must
be accompanied by copies of the letiers,
testamentary letters of sdminiatration,
ot, in the case of a claim filed by other
than the executor or administrator, the
information celled for in Form 1310
{Statement of Person Claiming Refund
Dhie a Deceased Taxpayer). The claim
may cover only lubricating oil in respect
of which the decedent would have been
entitled (o claim payment. For example,
il an individual dies on July 15, 1962,
prior to claiming paymeni under

$ 48.6424-1 of §1.000 or more applicable
to lubricating oil purchaesed and used in
& qualified business use during the
caendar quarter ending June 30, 1882,
the decedent’s executor or other legal
rejesentalive may file & claim for
paymen! covering tha! calendar quarter,
and 1ake the credit provided by section
39(a)(3) {prior to its revision by the Tax
Reform Act of 1984) against the ’
decedent’s income tax on the income tax
return for Lthe shorl taxable year in
respect of lubricating oil purchased by
the decedent and 80 uxed during the
pericd from July 1, 1882, to July 15, 1882,
the date of death.

(e) Restrictions on claims for credit or
poyment. Credits of payments are
allowabie only in respect of lubricating
oil that was sold by the manufacturer in
a transaction that wes subject to tax
under section 4091. For example. a State
ot local governmenl! may not file a claim
with respect to any lubricating oil which
it purchased tax free from the
manufacturer, even though the State or
local government vsed the lubricating oil
in 2 qualified business use orin a
qualified bus. Similarly, a governmenial
unil or tax-exempt! organization thai ta
the ultimate purchaser of lubricating oil
may not file a claim for payment if it is
knawn that another person 1s entitled to
claim a credit, payment. or refund with
ruspect to the same lubricating oil. For
example. a State or loca) government
may no! file s ¢laim for payment if it hae
executed, or intends lo execute, n
writlen consent, or ather documentation,
1o enable the producer to claim » credit
or refund for the tax that waa paid. See,
for example. §§ 48.6416(a)-3(b){2}.
45.6418(b){2}-2{d). and 48.6416(b}{2}-
(bl

§40.6424-3 Meaning of terma,

For purposes of the regulations under
serlion 6424, unless otherwise expresaly
indicaled—

{a) Lubricating oil. The term
“lubricating oil” has the same meaning
given 10 thig lerm by the regulztions
under sectian 4091, It does not include
cutting oll, as defined in section 4092(b)
and the regulations thereunder, or Any
oil which has previously beec used

{b} Qualified business vse. The term
“qualified business use™ means any use
by & person in a trade or business af
such person or in an activity of the
person described ip pection 212 [relatling
to production of income).

Qualified business use does not include:

(1) use in a highway vehicle which is
registered or required to be registered
for highway use in any State or foreign
country,

{2) use on the highway in a highway
vehicle owned by the Unitad Siates, or

{1) use in a mator boat.

Lubricating oil in respect of which credit
or payment may be claimed under
seclion 8424 includes, for example,
previously unused lubricaling oil esed—

(i) In stationary engines {used in a
trade or business or for the production
of income) to operate pumpe, generators,
COMmpressors, Of POwer saws; of

[ii) in forklift trucks, bulldozers,
eatthmovers, trench diggers, road
graders, farm traclors, cotton pickers,
end ather motorized agricuitura!
equipment of similar nature, if vaed in 2
trade or business or for the produclion
of income.

{c} Qualified bus. The term “gualified
bus” has the same meaning assigned to
this term by section 4221(d)(?) and the
regulations thereunder.

{d) Highwoy vehicle. The term
“highway vehicle” has the same
meaning assigned to this term under
§ 48.4061(a)1(d).

{e] Highway. The term “highwey"”
includes any road, whether & Federal
highway, State highway. city street, or
olherwise. in the United States which is
not a privaie roadway.

{f) Calendar quarter. The term
“calendar quarier” means & period of
three calendar months ending March 31,
June 30, September 30, or December 31,

(g) Taxoble year. The "taxable year”
of 8 governmental unit or a tax-exempt
prganizetion described in § 48.642¢-1(c)
is the calendar or fiscal year on the
basis of which it regularly keeps its
books. The “taxable yesr” of persons
subject to income tax shall have the
meuning it has under section 7701]a)(23).

§4B.E424-4 Exempt ssies; other payments
of refunds svellabie,

(a) Exempt soles. Na credil or
payment shall be allowed or made
under § 48.5424-1 with respect to
lubrcaling ofl which was exempt from

the tax imposed by seclion 4091. For
example, credit or payment may not be
allowed or mede with respect to
lubricating oil purchased tax free for use
as suppliet for certain vessels and
mirplanes, or with reapect to lubricating
oil purchased by a State tax free lor its
exclusive use, v provided in section
4221.

(b) Othser payments or refunds
ovailoble. Any amounts which, without
regard to the second pentence of section
8424[c) snd this paragraph {b). would be
allowsble as 8 credit or payable o any
person undet § 48.6424—1 is reduced by
&ny other emount which is allowabie as
a credit or payable under section 8424,
or is refundable under any other
provision of the Code, 10 any persan
with respect 1o the same lubricsting oil.

§ 42.6424-5 Apphcable laws.

{a} Penalties, excessive claims. ete.”
All provisions of law, including
penalties, applicable in respect of the
tax imposed by section 4091 shall to the
extent applicable and consistent with
section 8424, apply in respect of the
payments provided for in section 8424 to
the same exient as if thess payments
were refunds of overpayments of the tax
imposed on the sale of lubricating oil by
section 4091. For special rules applicable
te the assessment and collection of
smounts conslituting excessive
pavmenls under seclion 6424, see
section 6206 and the regulations
thereunder. For the civil penalty
assessable in the case of excessive
tlaims under section 6424, see seclion

75 and the regulations thereunder. For

" the tregimeni as an overpayment of an

amount! allpwable ag 8n excessive credit
under sectlion 39 with Tespect to
amounts payable under section 6424, see
section 8401{b).

{b) Examination of books and
witnesses. For the purpose of
aecertaining {1} the correctness of any
claim made under section 6424, or (2) the
correclness of any credit or payment
made in respect of the claim, the
Commissicner shall have the same
authority granted by paragraphs {1). {2}
and (3) of seclion 7802, relating to
examination of books and wilnesses. ay
if the person claiming credit or paymenl
under section 6424 were the persen
lisble for tax.

§ 48.6424-4 Records tobs keplin
subslantlation of credit or payments.

(a) In general. Every person making a
claim for credit or payment under
section 6424 must keep records
sufficient to enable the disiricy director
to determine whether the person is
enlitied 1o credit or payment under
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section 6424 and, if so, the amouni of the
credit or payment. No particular form ia
prescribed {or keeping the records, but
the records musi include s copy of the
ihcome tax return or claim and & copy of
any stalement or document submiltted
wilh the return or ¢laim. The records
must also show with respect to the
period covered by the claim—

(1) The number of gallens of
lubricating oi} putchased and the dates
of purchase.

(2) The name and sddress of esch
vendot from whem lubricating oil was
purchased and the total number of
gallons purchased {rom each.

i3) The number of gallons of
lubricating oil purchased by the
claimant and used. during the period
covered by the cleim in o qualified
business use or in & qualified bus, and

{4) Other information as necessary lo
establish the correctness of the claim.

{b} Acceptable records. (1) Evidence
of purchases of lubricating oil, and the
purposes for which it was used, to
substantiate clzims may include paid
duplicate sales invoices of ticke!s from
the dealer or other verndor, and detailed
records of all lubticating 0i} used which
show the amount used {or the prescribed
purpose and the amount used {or ather
purposes.

[2) Records maintained for Federal or
State income tax purposes, or to support
clairs for refund of a State tax on
lubricating oil, may be used 1o the extent
that they contain the information
necessary to substentiate the accuracy
of the claim for credit under section
Bi24.

(c) Ploce and period for keeping
reconds. (1) All tecords required by this
section must be kepl by the claiment at
a convenient and sefle focation within
the United States which 13 accessible to
internal revenue officers and shall
during nermal business houra be
svailable for inspection by internal
revenue officers. If the claimani has a
principal place of business in the United
States, the records must be kept at that
place of business.

{2) Records required to substantiate &
claim under section 8424 musi be
maintained for a period of at least 3
years from the last date prescribed for
the filing of the claim for credit or
payment

Par. 38. The following §§ 48.8427-0,
48.8427-1, 4B.6427~2, 48.06427-], 48.6427-4
and 48.8427-5 are added immedialely
following new § 48.6424-8.

§ 40.6427-0 Off-highway business use.

For pwposes of the regulations under
section 6427, afler March 31, 1983, the
term “off-highway business use” {» used
in liey of the term “qualified business

use” and hes the same meaning as
“qualified busineas use” under
§ €8.6421-1(b).

§48.8427-1 Credit or paymants to
purchaser of spoctal luels resoid or used
for nontaxable, tarming, or other purposes.

{a) Amount of repayment—1)
Nontaxoble or other uses. (i) If tax has
been peid under section 4041(a)(1) on
the sale of diesel fuel for use as a Fuelin
a diesel-powered highway vehicle or
under section 4041(a){2) on the sale of
special motor fuel for use as a fuelina
motor vehicle or a melothoat and the
fuel is used by the purchaser for &
nontaxable purpose or for & purpose
taxable a! a jower rate than the
purposes for which sold, a credit (under
the gircumslanses deacribed in
paragraph (U] of this section}ora
payment {under the circumstances
described in paragraph (c) of this
section) in respect of the fuel shall be
allowed or made to the purchaser of the
fuel in an amount equal to—

{A} The amount of the tax imposed on
the ssle af the fuel to the purchaser if
the purchaser reseils the fuel, or

(B) If the purchaser uses the fuel. the
amount of tax imposed on the sale of the
fuel 1o the purchaser, less the amount of
tax. if any, that would have been
imposed on the purchaser’s use of the
fuel if no tax had been imposed on the
sale of the fuel to the purchaser,

{ii) For purposes of paragraph [a)[1){i}
of this seclion, and far the regulations
under section 6427 applying such
paragraph, tax imposed on the sale of
fuel will be treated as an overpayment
by the purchaser if the person resells the
fuel or uses it for & nontaxable purpose
or for a purpose taxable at 1 lower rate
than that for which sold to the
purchaser. Thus. for example, special
motor fue) which was sold tax paid to
the purchaser for use otherwise than in
a qualified business use in & motor
vehicle will qualify for the payment
under section 8427 if the purchaser uses
it an & fuel in a quslified business uae.

(¢} Used for farming purposes. (i) If
tax has been paid under section
4041(8){1) on the sale of diesel fuel for
use &» & fuel in a diesel-powered
highway vehicle, ar under section
4041(a){2) on the sale of special motor
fuel for use as & fuel in & motor vehicle
or 8 motor boat and the fuel is usedona
{arm for farming purposes, a credit
(under the circumstances described in
paragraph (b) of thia section) or s
payment (under the circumstances
described in paragraph {c} (1) or {2) of
this section] in respect of the fuel shall
be allowed or made to the purchaser of
the fuel in an amount equal to the
amount of lax that was imposed under

section 4043 on the sale of the fuel. The .
provisions of section 8420(c) (11.42). and
(3) end § 48.8420—4 ahall epply under
this paragraph {a){2) irl determining
whethet the fuel ia uced on 8 farm for
farming purposes.

(i) The term “purchaser.” &8s used in
paragraph (a){2}{i) of this section,
includes only a perscn who i» an owner,
{enant, or operator of & farm. A peraon
who is owner, ienant, or aperalor of a
farm is & purchaser of fuel only with
respect to such fuel as is purchased by
the person and used for farming
purposes on & farm of which the person
is the owner, lenant, or gperator. Thus,
the owner of a farm who purchases fuel
which is used on the farm by its owner,
tenant, or operator for farming purposes
is generally the purchaser of the fuel. If,
however, the cost of fuel supplied by an
owmer, tengnt, or operator of a farm, ia
by agreement or other arrangement
borne by a second person who is an
owner, lenant, or operator of the farm,
the second person who bore the cos{ of
the fuel is considered 1o be the
purchaser of the fuel. :

{iii) Except as provided in paragraph
(a}{2)(iv]) of this section, if fuel is used on
& farm by any person other than the
owner, lenant. of operator for the
purposes described in section
6420(c}(3)(A) and § 48.6420—4(d} [relating
to gasoline usad in cujtivating, raising.
or harvesting}, the owner, tenant, ot
operator {as the case may be) will be
treated for the purposes of § 48.6427-
1(a}{2)ii) as the purchaser who used the
fuel on the [arm for farming purposes.

{iv) Section 6427{c) provides that an
aeria! applicator is entitled to be treated
as the user and ultimate purchaser of
fuel that the applicator uses on a farm
for the purposes described in section
8420{c}(3}(A). but only if the owner,
tenant, or operator of the farm who is
otherwise entitled to be trested a3 the
ultimate purchaser waives the right 1o
credit or payment. The rules contained
in section 6420 and the regulations
under the seclion regarding waivers by
owners, tenants, and operators of [arms
of their rights to payments under section
8420 for gascline used by merial

" applicators on s farm for farming

purposes apply to weivers under this
section.

[3) Definitions, uses, and other rules.
{i} No interest shzll be paid on any
payment allowed under paragraph (c] of
this section. However, interest may be
paid on any averpayment {as defined by
asction 6401) arising from 8 credit. See
section 34(a). relating to credit for

“certain uses of gasoline and special

fuels. See section 35{a) of the Internal
Revenue Code of 1954 prior to its
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revision by the Highway Revenue Act of
1582, relaling to credit for certain uses of
lubricating oil. See section 6811, releling
to inleresl on overpaymenis,

(i) See § 48.6427-3 for the time within
which a cleim for credil ot payment
must be made under this section.

(iii) See § 48.54204 for the meaning of
the terma *used on a farm for farming
purposes” and “larm.” The lerm
“gssoline” has the same mesning given
lo this term by section 4082(b) and the
regulations thereunder. For the meaning
of the terms "diesel fuel,” “special motor
fuel” “motor vehicle.” "highway
vehicle.” and “registered” see section
4041 and the regulations thereunder. The
term “fuel” megns diesel fuel. special
moior fuel, or gasoline, as the contexi
requires. Where appropriate, the term
“use” includes & resale. See § 48.84214
for the meaning of “calendar quarier”
and “taxable year". .

{iv] For purpascs of determining the
allowable credit or paymenl in respec!
of fuel used Jor nontaxable purposes, on
a farm for furming purposes. or for
purposes 1axable a1 & lower rale, fuel on
hand shall be censidered used in the
order in which it was purchased. Thus, if
the purchaser made purchases at
dilferent times and subject to different
reles of tax. then in determining credit
or payment for fuel used for 8 described
purpose, il will be assumed that the fuel
first purchased was the first fuel used.
and the rale applicable 10 that purchase
will apply in determining the credit of
payment, until all of that fuel is
accounted for.

(v} Fuel lost or destroyed through
spillage, fire, or other casually is not
considered to have been "used™ within
the meaning of this geclion, snd,
accordingly. no credil or payment of the
tax paid on the sale of the fuel may be
made under this section.

tb} Afiowance of income tox credit in
lev of payment. Except as provided in
paragraph {c] of this section, repayment
under Lhis section of the tax paid under
section 4041 or: fuel used by a person
subjecl to income 1ax may bé oblained
o-ly by claiming & credit for the smount
of this tex againal the 1ax imposed by
subtille A of the Code. The amount of
the credit shall be an amount equal to
the paymeni which would be made
under seclion 6427 with respect to fuel
used during the taxable year for
nontaxable purposes on a farm for
farming purpases, or far purposes
1axable at 8 lower rate, i section 8427(i)
and paragraph (c) of this section did not
apply. See seclion 34{a}{3).

{c) Allowance of poyment. Peymen's
in respect of fuel upon which {ax was
paid under section 4041 that is used lor
nonlaxable purposes, on 8 fann for

"

farming purposes, or for purposes
taxable at & lower rate, shall be made
only lo—

{1) The United Siates or any agency or
instrumentelity thereof, 8 Siate, a
pobtical subdivision of 8 State, oran |
agency or insirumeniality of one or more
Siates or political subdivisions ol 8
Slate, or the District of Columbia,

{2} An organizalion which is exempt
from 1ax under section 501{a) and is not
required to make » return of the income
tax imposed under sublitle A for its
taxable year, or

(3] In the case of fuel used for
nontaxable purposes to which section
8427(a) applies. Lo 8 person described in
aection 6427(g)(2) 1o whom $1.000 or
more is payable (without regard to
parsgraph (b} of this section) under this
section with respect to fuel used during
any of the first three quarters of his
taxable year.

{d) Duol use of fuel. The principles set
forth in § 48.4041-7, relaling to dual use
of fuel, for determining whether liability
is incurred under section 4041 st the
time of sale of the fuel, are equally
applicable in determining whether a
credit or payment is to be allowed under
this section, Thus, if diesel Fuel or
special motor fuel used in a separate
molor is dtawn from the seme tank as
the one which supplies fuel for the
propulsion of the vehicle, a reasonable
determination of the quantity of the fuel
used in the separate motor will be
acceplable {or purposes of compuling
the payment ot credit under this section.
The determination must be based.
however, on the operating experience of
the person using the fuel, and & ‘
statement, signed by the person,
evidencing the pperating experience
mus! be maintained as & pari of the
records of the person claiming the
pavmeni or credil.

te) Supporting evidence required.
Each claim under this section for credit
or payment must include s statement
showing—

{1) The 1otal number of gallons of fuel
purchased and used for nontaxable or
farming purposes during the period
tovered by the claim, multiplied by the
rate of payment allowable under thia
section with respect to such fuel:

{2) The purpose or pwposes for which
the fuel wan used. defermined by
reference to geners] categories, and the
smoun! used for each of the purposes;
and

{3} If a claim on Fortn B43 1s being
filed. the internal revenue districi or
service cenler with which thé claimant
last filed an income tax return, [if eny).

{0 Hiustrotions. The application of
this seclion mey be illuttrated by the
[ollowing example:

Exarmple. Special motor fuel was sold lor
uae n5 fuel in @ highway vehizle that was
registered for highway use. Tax was imposcd
on the eale nl the rate of § cents a gulion

‘under section 4041(8)i2}. The special motor

fuel was evertually used by the purchaser in
s qualified burinest use. The credit or
peymeni of tax is to be compuled au follows.

Carrmts.
o
E mdd
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Ly Rats ¢ winch tar woukd have D - | O
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§ 48.6427-2 Credis of payments to
purchaser of dlessl or special motor huels
used In Intercity, local, Or school buses.

{a) In gererol (1) 1f 1ax has been paid
under section 4041{a){1] on the sale of ™
diese!l fuel for use as s fuel in & diesel-
powered highway vehicle of under
section 4041{a)(2) on the sale of special
motor fuel for use an a fuel in a motor
vehicle or 8 molorboat and the fuel is
used by the purchaser in an intercity or
locsl bus while engaged in furniahing
{for compensation) passenger jand
transportation available to the general
public or in a school bus in the |
transportation of students and =~
employees of schools. a credit (under
the circumstances described in
paragraph [b) of this section) or s
paymen! [under the circumstances
described in paragraph (c] of this
section) in respect of the fuel no used
shall be aliowed or made 1o the
purchaser of the fuel. The credit or
peyment under this section shall be an
amounit equal to the product of the
number af gallons of fuel so used
multiplied by the rate at which tax was
impased on the fuel by section 4041{a}(3}
or section 4041{al{2). reduced as limited
by section 6427(b}{2). No interest shall
bie paid on eny paymeni allowed under
paragraph {c] of this section. However,
interest may be paid on any
overpayment (as defined by section
68401) ariaing from a credil. See seclion
34(a}. relating to credit for cerlain uses
of gesoline and special fuels, [and
bubricating oil prior to Jenuary 7. 1883).
See seclion 6611, relating 1o interest on
overpayments. See § 48.6427-3 [or the
time within which a claim for credil or
payment musl be made under this
section.

(2} The lerma “diese! fuel” and
“special motor fuel” have the same
meaning as in seclion 4041 and the
regulations thereunder. The term “fuel”
means diesel fuel and special molor fuel.
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See § £8.6421—4 Jor the meaning of -
“calendar guarier” und “laxable year.”
(b) AHlowonce of income tax credil.
Except g3 provided in psregraph {c) of

this seclion, repayment under this
seclion of the tax paid under section
4041{a}(1) or seclion 4041{a)(2) on diesel
ot special motor fuel used while engaged
in furnishing {lor compensation)
passenger [end transportstion available
to the general public or in schoo! bus
transporlation operations by a person
subject 1o income 'ax may be oblained
only by claiming & credit for the amouni
ol this t6x sgainsl the tax imposed by
subiitle A of the Code. The amouni of
the credil shall be an eamouni equsl to
the payment which would be made
under section 6427 with respect to fuel
used during the taxable year for
pessenger land transportalion or schoal
bus operations if section 6427(i) and
paragraph |c) of this section did nol
apply. See section 34{a)(3).

{c) Alloncnce of poyment. Paymenis
in respect of diese! or special motor fuel
upon which tax was paid under section
4041{a){1) or section 4041(a}(2) that is
used while engaged in furnishing {for
compensslion]} pagsenger land
transportation available to the ganeral
public or in school bus trenspartation
operations shall be made only to—

(1) The Uniled Stales or any agency or
instrumentality thereaf, 3 State, 8
political subdivision of a State. or an
agency or insirumenlality of gne or more
Stales or polilical subdivisions of a
State. or the District of Columbia,

{2) An organization which is exempt
from 1ax under section 5r{a] and is not
required 1o make a return of the income
tax imposed under subtitle A for its
tsxable year, or

{3) A person described in section
B5427{2)(2) ta whom $1.000 or more is
payable (without regard 1o paragraph (b)
of thia section] under this section with
respect 1o fuel used during any of the
first three quariers of the person’s
taxable year.

{d) Supporting evidence required.
Each cleim under this section for credit
or payment musl include a ataiement
showin

(1) The total number of galions of fuel
putchased and used in each intercity or
local bus while engaged in furnishing
{for compensation} passenger jand
transportation available to the geners}
public multiplied by the rate a1 which
tax was imposed on the fuel by section
4041{a)(1) or section 4041{a)[2). See,
however, section 8427{b})(2} with respect
to the limitation an the smourm of credit
{or buses sther than qualified local
buses.

{2} The total number of gallens of fuel
purchased and used in 2ach bus while

engaged in school bus trunsporiation
operations mulliplied by the rate al
which tax was imposed on lhe fuel by
subsection |8)[1) or [8){2) of section
4041. See, however, sezlion 8427{D}{2)
with respect te the limitation on the
amounl of credit for buses other than
quelified local buses.

(3) if-8 claim on Form B43 is being
filed, the intermas! revenue district or
service center with which the purchaser
last filed an income tax return {if any).

§ 48.8427-3 Time lor filing clalm for crecht
oOF paymant

(a) /n general A claim for credil or
peymenl described in § 48.6427-1 with
respect 1o fuel used for nontaxable,
farming, or olher purposes taxeble &i a
lower rale or in § 48.6427-2 with respec!
to fuel used either in an intercity ar local
bue while engaged in furnishing (for
compensation) passenger land
transportation available Lo the general
public or in achool bua transporiation
operations shall cover only fuet used
during the taxsble year, or when
paragraph (b)(2] of this seclion applies,

_used during the calendar quarter.

Therelore, fuel on hand st the end of a
taxsble yeat, or, if applicable. s ~
calendar quarter, such as fuel in supply
tanks of vehicles or in storage lanks or
drums. must be excluded from a claim
filed [or the taxable year or calendar
quartes, as the case may be. However,
this fue) may be included in 8 claim filed
for a later laxable year or a laler
celendar quarter i it is vsed during that
later year or quarter for nontaxable or
farming purposes, or in an intercity br
loca! bus while engeged in fumishing
{for compensation) passenger land
iransportation aveilable lo the general
public or in school bus transportation
operations. Fuel used during the laxable
year ot calendar quarter may be covered
by the claim for that period although the
fuel has nol been paid for sl the time the
claim is filed. The purposes of spplying
thin section, s governmental unit or
exempt organization describad in

§ 48.6427-1(c] or | 48.6427=-2(¢c) i»
considered o have az ils texable year
the calender year or liscal year on the
basis of which it regularly keeps ita
books: see § 48.6421-4,

[b) Time for filing—{1) Annual claims.
[i] A ctaim under this seclion for credit
or paymeni with respect to fue] used
during a taxable year shell nol be
allowed unleas it is filed no later than
the ime prescribed by section 8511 and
the regulations thereunder {or filing a
claim for credil or refund of income tax
for the particular taxsble year.

(i) A claim for payment of &
governmental unit or exempt
organization described in § 48.6427-1(c}

or unil or exempl organizalion Jeseribed
in § 43.6427-2(¢), mus! be filed no laler
thun 3 yeara following the close of its
luxsble year. See § 48.64214,

(2) Quarterly claims. A<lsim for
payment of $1,000 or more in respect to
fuel used during any ol the firsl hree
quarters of the l1axable year, filed either
under § 48.6427-1(c){3) in respect of fuel
used far nonlaxable purposes or for
purposes taxable at a lower rale, or ,
under § 48.6427-2{c){3] in respect of fue)
used while engaged in lurnishing (for
compensgtion} passenger land
lransporiation available to the genersl
public or in school bus transportation
operations, shali not be allowed unless
the claim is filed on or before the last
day of the first calendar quarler
following the calendar quatler for which
the claim is filed. No quarterly claim
may be Hiled for the lasl calendar
quarier of the taxable yeas. Amounts for
which peyment is disallowed under this
paragraph [b){2} merely because the
¢laim was not filed on time mey be
included in an annval claim filed under
parsgraph {b){1} of this section, but
other amounta far which a claim for
paymenti has been filed under this
paragraph {b){2} may not be included in
an annua) claim filed under paragraph
(bi(1] of this aection.

(3) Other applicable rules, See
§ 301.7502-1 of this chapter {Regulatians
on Procedure and Administration) for

* provisions trealing timely mailing as

timely filing and § 301.7503-1 of Lhis
chapter for time for performence of an
act where the last day falls on Saturday.
Sunday. or a lega) holiday.

[c) Limit on claims per taxoble yeor.
Not more than one claim may be filed
under § 48.6427-1 or § 4B.6427-2 by any
person with respect 1o fuel used during
any taxable year, excepl lo the extent
thet quarterly claims may be filed under
paragraph [b}{2) of this section with
respect lo any calendar quarter {other
than the lan! calendar quarier) of the
taxable year.

(dj Form and content af cloim.~—{1)
Claim for credit. The claim for credit to
which this section applies must be made
by attaching & Form 4136, to the income
tax return of an individual or a
corporstion. Form 4138 must be
executed in accordance with the
instructiona prescribed for the
preparation of the form. A partnership
may not file Form 4138, When &
partnership files Form 1065, US
Parinership Retum of Income. it must
include a statement showing how many
gallons of fuel are alloceled to each
partner and the use made of the fuel.

(2) Claim for peyment The claim for
payment 1o which thia section applies
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mus! be made on Form B43 in
nccordance with the.instructions
prescribed for the preparation of the
form. Each form must designate the
taxable year, or calendar quarter, for
which il is filed. The form must be filed
with the same tervice center where the
income tax return was lasi filed or, in
the case of & governmenial unit or
exemp! organization described in

§ 48.6427-1(c) or § $8.8427-2(d). with the
service center lor the infernal revenue
region in which the principal place of
business or principal office of the
claimani is located.

{3) Death or termination. (i)  an
individual dies, or if a sole
proprieforship, partnership, or
corporalion js lerminated or liquidated,
during the taxable year, the claim for
credit of paymeni may be filed in
respect of fuel ysed during the short
toxsbie year in the same manner as is
provided for fuel used in & full 1axable
year. Those months which constitute a
quarter of a full taxable vear will
constitute the same quarter of the ahort
taxable year. For example, if 5
corporation using the calendar year ia
liquidaied on Seplember 30, 1982. and is
entilled to $900 under § 48.6427-1 in
respect of fuel used for nontaxable
purposes for the calendar quarter ending
March 31 and is also entitled to
pevments of §1,500 for each of the
calendar quariers ending June 30 and
September 30, it may file a claim for
paymenl in respect of the fuel vaed for
nontaxable purposes during the
calendar quariers ending June 30, and
September 30, 1982, and take & credit of
5900 on its income tax return for the
short taxable year in respect of the fuel
vsed during the calendar guarer ending
March 31. 1882,

(ii} A claim for paymen! on behalf of &
decedent may be filed by the decedent’s
execular, adminisirater, or any other
person charged with responsibility for
the decedent's affairs. Such a claim must
be accompanied by copies of the letiers
testamentary. letters of administration.
or. in the cese of & claim filed by other
than the executor or admintslrator, the
information catled for in Form 1310
{Statement of Person Claiming Refund
Due a Deceased Taxpoeyver).

The claim may cover only fuel in
respect of which the decedent would
have been entitled ta cleim payments.
For example. il 8n individual dies on
July 15, 1982, prior lo claiming payment
under § 48.6427-1 of $1.000 or more
applicable to fuel purchased and used
for nontaxable purposes during the
calendar quarter ending june 30. 1882,
the decedent’s executar or aother legal
representative may file a claim for

payment covering thal calendar quarter,
and take the credil provided by section
39{a){3) agains! the decedeni’s income
tax on the income tax retum for the
short taxable yesr in respect of fuel
purchased by the decedent and 5o used
during the period from July 1, 1882, to
July 15,1982, the date of death.

{e) Restrictions on claims for credit or
poymen!. Credils or payments are
allowsble only in respect of fuel that
was sold by the producer or importer in
& transaction thel was subject to tax
under section 4041. For example. 8 Slate
or local government meay not file a claim
with respect to any fuel which it
purchased tax free from the producer,
even though the Stale or Jocs)
governument used the fuel for the
purposes described in paragraph (&) of
this section. Similarly. a State or local
governmenl may not file s claim with
respect 10 the use of fuel if it is known
that another person is entitled to claim &
paymeni, credil, or refund with respect
to the same fuel. For example, a Stale or
local government may nol file a claim in
respect of tax-peid fuel thet has been
resold by the purchaser 1o the State or
local government.

§ 48.6427-4  Applicable laws.

(8) Penalties, excessive cloims, elc.
Al] provisions of law, including
penalties. spplicable in respect of the
tax imposed by section 4041 shall, 10 the
exlent applicable and consistent with
seclion 6427, apply in respect of the
payments provided for in section 8427 Lo
the same exlent a5 if these paymenta
constituled refunds of overpayments of
the tax imposed on the sale of fuels by
section 4041, For apecial nules applicable
to the assessmenl and colleclion of
amounts constituting excessive
pi.yments under seclion 6427, see
section 6206 and the regulations
thereunder. For the civil penalty
assessable in the case of excessive
claims under sectlion 6427, see section
6675 and the regulations thereunder. For
the treatment as an overpeyment of an
amount allowable as an excessive credit
under section 34 with respect to
amounts payable under section 6427, sce
seciion 6401(h).

{b} Exeminoiion of books and
wilnesses. Fot the purpose of
ascertaining {1) the correctness of any
claim made under section B427 or (2] the
carreciness of any credit or payment
made in respect of the claim. the
Commissioner shall have the same
suthorily granied by peragraphs (1), (2).
and {3) of seclion 7802, relating to
examinalion of books and wilnesses, as
if the person claiming credit or payment
under section 8427 were the person
Hable for tax.

§ 43.6427-5 Records 1o be keptin
substaxntlation of credite or payments.

(a8} In general Every person mpaking a
claim for credit or payment under
seclion 6427 must keep records
sufficient to enable the district director
to delermine whether the person is
entitled to credit or payment under such
section and, if so. the amount of the
credit or payment. No parlicular form is
prescribed for keeping the records, but
the records mus! include a copy of the
income tax return or claim and a copy of
any slatement or document submitted
with the return or claim. The records
mus! also show with respect to the
period covered by the claim—

{1) The number of gallons of fuel
purchased and the dates of purchase.

(2} The name and address of each
vendor from whom fuel was purchased
and the total number of galions —_—
purchased from each,

{3) The number of gallons of fuel
purchased by the claimant and used
during the period covered by the claim
for nontaxeble purposes, farming
purposes, for other purposes 1axable at
a lower rate, in local, intercity. or school
buses. and .

(4) Other information as necessary to
esiablish the correctness of the claim,

(b} Acceptable records. (1) Evidence
of purchases of fuel. and the purposes
for which it was used. 10 subslantiate
claims may include paid duplicate sales
invoices or tickets from the fuel dealer
or othet vendor, and detailed recerds of
all fuel used which show the amount
used the prescribed purpose and the
amount used for other purposes.

{2) Records maintained for Federal or
Slate income tex purposes, or to support
claims for reTund of a State tax on fuel.
may be used to the exient that they
canlain the inlormation necessary o
suhstantiale the sccuracy of the claim
for credit under seclion 8427. However,
the records must show separately the
number of gallans of fue] used for -
nontaxable purposes, farming purposes,
other purposes laxable at a lower rate.
or in inlercity. Jocal, or school buses
during the period covered by the claim.

(c) Place and period for keeping
records. (1] Al) records required by this
section mus! be kept by the claimanf at
a convenient and safe Jocation within
the United States which is sccessible to,
internsl revenue officers and shall
during normal business hours be
availabie for inspection by intemal
revenue officers. If the claimant has &
principal place of business in the United
States, the records must be kepl at that
place of business.

[2) Records required to substantiate a
claim under sectlion 6427 must be
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maintained for a period of at leas 3 Section 2. The entry in the table reading
years from the lasl date prgmbed for 01 15450723 “§ 48.0-0 ...... 1545-0685" is revised lo
the filing of the clalm for credit or &8 40841 15450725 | read: "y 48.0-3 ... 1545-0085".
paymen!, . 4840010 15450725 3. The following tabulas entries are

Par. 37. Seclion 48.6675-1 is revised to | 48.4082-1 15454725 | removed from the teble: .
read &s follows: : 48.4101-1 15450725 = e

+4.4102-1 15450725 | eq18{b)-1 {d) 15450023

§ 40.5675-1 Excessive claims under 48.4181(e}-1 1545-078 | 8418(b}2Z () mem 1545-0023

section 6420, 6421, 8424, or 6427, 48 $161[R)-2 1545-0723 o-lw(E}}:az Ec]] Py :Sm
oy ] : 5181(a) B8 a) and [€)emiirroirenn .

{a) Civil penalty. Any person making | (- I0N] Teteors | sulbis (0 1845-0023
a cleim Jor credit or payment under 48.4781-2 15450723 | B418(b)-5 [c) 15450021
section 5420 (relating to gasoline used [ L4 3802 1545-0723 | S420(0-1 (8) and bl 1545-0023
on [arms). seclion 6421 (relaiing to_ 48.8011{a )1 1545-0723 | ¢426{c}-2 [c). (d] and (e).... 1545-D023
gasoline used for certain non-highway 4.601(a )2 1545-07z3 | 8421(ck1 {a). (b). [c). (d)-... 1545-0024¢
purposes or by local transit aystem}, 48,8071 (8 }-1 1545-g723 | B423(gh1 (8}, [B): fe) i - 15“5'00'3"
section 5424 (relating to lubricating oil 45.8081{a}1 15450723 | ™ 1;%
used for ceriain nontaxable purposes 48.8091-1 1545-0723 : :545_0023
prior to january 7, 1883). or secbon 6427 | 48.8101-1 : 1450723 | o, 1545-0023
{relating to fuels not used for taxable 48.6109-1 1072 | ., 15450023
purposes) for an excessive amount shal] | 48.-6438{2}-1 15450723 | o 1545-0023
be liable. in addition 1o any criminal 48.5418(a)-2 ikl 1 1545-00z3
penaliy provided by law, to penslty in 48.8418(s 1A
an amounl equal 1o the greater of either , ﬁz}gﬁﬁﬁ}t} """""""""""""" o ::zﬁg . .

{1} two times the excessive amount or ' This Treasury de,‘:"'of‘ is iasued under
48.6426(b)(1 ... 15450723 | e guthority contained in section 7805

(2] ten dollars, unless the person shows | 45 8416(b){1}4....... - 15450723 ¢ y ! [
that the making of the excessive claim 48.6416(B) (231 oo r e 15450723 | ©f the Internal Revenue Code of 1954
was due to reasonable cause. For 48.5418(b}(2)-2 15450723 | (88A Stat. 917, 28 U.5.C. 7805).
provisions relating to the assessment 488418[b}H2}B ~ 15450723 | Roscos L. Egger. Jr.
and collection of the civil penalty £8.8415(b)[ 2P voomeere e e e 15450723 | Commissioner of interno! Revenue,
provided by section 6675, see section A8.6416(D){3 T v e 1450723 Approved: July 18, 1985.
6206 and the regulations thereunder. 48.6418(b)(3}-2 1M4507R | o ohald A Paariman,

e . 48.8415(B)IT s srirnrem - 1545-0723 .

{b) Excessive emount defined. For 48.69180b)(a1-1 15450721 | Assistant Secrelary of the Treasury.
purposes of section 6675(2), the term AEE1B(B)5 11 oo 15450723 | [FR Doc. 85-18444 Filed 8-7-85; 845 am]
“excessive amount” means the armount 48.8418{c)-1 15450723 | BiLimeG COOE 4830—p1-u
by which— 48.6416{e)-1 15450723

{1) The claim for credit or payment 48.6418(N1 15450723 T
under seciion 5420, section 6421, section | 48.6418{g}-1 15450723
6424 or seclion 6427 exceeds 48.6416{h}1 15450723

(2) The amount of credit or paymeni g:‘:g; :zmg
E)nrdiis;i:!ea;zcnon for the period covered 564209 15450723

. 46.54 204 1545-0723

Par. 38. The zuthority citation for Part | 45 6420-5 15450723

154 continues 1o read as follows: £8.6420-8 15450723
e cong s a e 48 B420-7 1545-0723

Authority: 26 U.5.C. 7805. 4.6471-0 15450923

PART 154—[AMENDED] 48.6421-2 3245-0723
48.5421-2 1545-0723
§ 154.4-1 [Amended) 48.6421=3 15450722

Par. 39. Paragraph (e) of § 154.41 g:i:_: ;axﬁ
[Temporary Regulations in connection “:Mn_ﬂ 1545-0723
wilh the Airport and Airway Revenue 48.B471-7 1545-0723
Act of 1970) is remaved. 48 6424—0 15450723

48.64241 15450723
PART 602—REPORTING AND 49.6424-2 15450723
RECORDKEEPING REQUIREMENTS 48.6424-3 15430723
48.84244 1545~0723

Par. 40. The suihorily citation for Part | 48245 15450723

602 continues 1o read as loilows: 48.5424-8 1545-0723
- 49.5424-7 15450723

Authority: 28 US.C. 7805. s eaz S
§602.10% {Amended) 46.8427-1 15450723

Par. 41. Section 602.101{c) is amended | yo ayorcs b
as follows: $E.6427—4 15450723

1. The fallowing tabular entries are 4864275 15430723
inseried in the appropriate places in the | 48.86751 1545-0723

table;




