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Important Changes

Gasohol blending. The credit or refund for
the excise tax on gasoline used to produce
gasohol expired for gasohol sold or used after
September 30, 1995. This credit or refund has
been reinstated for the period starting October
1, 1995, and ending September 30, 1999.

If you qualify for this credit for any gasohol
you sold or used after September 30, 1995,
and before January 1, 1996, you must file an
amended income tax return. You can use
Form 4136 to figure the credit per gallon of
gasoline used based on the following rates for
1995.

Percentage of
Alcohol Rate

At least 10% ... $.0396
At least 7.7%

but less than

10%.......... .0298
At least 5.7%

but less than

T7% ......... .0216

If you qualify for the credit for 1996, use the
1996 Form 4136 to figure your credit for
amounts for which you have not claimed a re-
fund. If you qualify for the fourth quarter of
1996, you can file Form 8849 by March 31,
1997, to claim a refund of the tax. See
Gasohol Blending, later, for the procedure.



Diesel fuel used in boats. The excise tax on
diesel fuel used or sold for use in boats is sus-
pended for the period August 2, 1996, through
December 30, 1997. You can claim a refund or
credit for the excise tax paid on undyed diesel
fuel used in any boat during that period.

Diesel-powered highway vehicles. The
credit or refund for buyers of diesel-powered
highway vehicles has been repealed for vehi-
cles bought after August 20, 1996.

Rate changes. New rates took effect during
1996 for certain fuels. Check the current forms
or their instructions for the correct rate.

Introduction

This publication discusses federal fuel tax
credits you may be able to claim on your in-
come tax return. It also explains when you may
claim a refund of the fuel taxes during the year,
instead of waiting to claim a credit on your in-
come tax return.

Also covered in this publication is the credit
allowed to the original purchaser of a diesel-
powered highway vehicle. This applies even if
the vehicle is not used in a trade or business.

Useful Items
You may want to see:

Publication
0510 Excise Taxes for 1997

Form (and Instructions)

(04136 Creditfor Federal Tax Paid on
Fuels
(18849 Claim for Refund of Excise Taxes

See How To Get More Information near
the end of this publication for information
about getting publications and forms.

Fuels Used in Farming

You may be eligible to claim a credit or refund
of excise taxes included in the price of fuel
used on a farm for farming purposes. To deter-
mine whether a fuel used for this purpose
qualifies for a credit or refund, see the discus-
sion on that fuel.

Only a registered ultimate vendor can
A claim a credit or refund for undyed
LYWITER] diesel fuel used on a farm for farming

purposes. See the discussion under Diesel
Fuel.

Farm. A farm includes livestock, dairy, fish,
poultry, fruit, fur-bearing animals, and truck
farms, orchards, plantations, ranches, nur-
series, ranges, and feed yards for fattening
cattle. It also includes structures such as
greenhouses used primarily for the raising of
agricultural or horticultural commodities. A fish
farm is an area where fish are grown or raised
— not merely caught or harvested. The farm
must be operated for profit. It must be located
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in any of the 50 states or the District of
Columbia.

Farming purposes. As the owner, tenant, or
operator, you use fuel on a farm for farming
purposes if you use it:

1) To cultivate the soil or to raise or harvest
any agricultural or horticultural
commodity.

2) Toraise, shear, feed, care for, train, or
manage livestock, bees, poultry, fur-bear-

ing animals, or wildlife.
To operate, manage, conserve, improve,

or maintain your farm, tools, or
equipment.

~
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To handle, dry, pack, grade, or store any
raw agricultural or horticultural commod-
ity. For this use to qualify, you must have
produced more than half the commodity
that was so treated during the tax year.
Commodity means a single raw product.
For example, apples and peaches are two
separate commodities.

To plant, cultivate, care for, or cut trees or
to prepare (other than sawing into lumber,
chipping or other milling) trees for market,
but only if the planting, etc., is incidental
to your farming operations. Your tree op-
erations will be incidental only if they are
minor in nature when compared to the to-
tal farming operations.

5
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If any other person, such as a neighbor or
custom operator, performs a service for any of
the purposes listed in (1) or (2) for you on your
farm, you are considered to be the person that
used the fuel on a farm for farming purposes.
However, see Custom application of fertilizer
and pesticide, later.

If doubt exists whether the owner, the ten-
ant, or the operator of the farm bought the fuel,
determine who bore the cost of the fuel. For
example, if the owner of a farm and the tenant
share the cost of the gasoline 50-50, each can
claim a credit for the tax on one-half of the fuel
used. If you sell gasoline to a neighbor who
used it on a farm for farming purposes, your
neighbor may be able to claim the credit on the
fuel.

Custom application of fertilizer and
pesticide. The use of fuel in the aerial or other
application of fertilizer, pesticides, or other
substances is a use of fuel on a farm for farm-
ing purposes. You, as the owner, tenant, or op-
erator, may claim the credit or refund (other
than on diesel fuel). You may waive your right
to the claim and allow the applicator to make
the claim for the fuel (other than diesel fuel). If
you waive your right, the applicator is treated
as having used the fuel on a farm for farming
purposes.

Waiver. To waive your right to the credit or
refund, you must:

1) Execute in writing an irrevocable state-
ment that you knowingly give up your right
to the credit or refund.

2) ldentify clearly the period that the waiver
covers. The effective period of your
waiver cannot extend beyond the last day
of your tax year.

3) Sign the waiver before the applicator files
his or her claim. Once you sign the waiver,
you cannot revoke it. You may authorize
an agent, such as a cooperative, to sign
the waiver for you.
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Keep a copy of the waiver for your
records and give a copy of the signed
waiver to the applicator. Do not send this
waiver to the Internal Revenue Service,
unless requested to do so.

The waiver may be a separate document
or it may appear on an invoice or another doc-
ument from the applicator. If the waiver ap-
pears on an invoice or other document, it must
be printed in a section clearly set off from all
other material, and it must be printed in type
sufficiently large to put you on notice that you
are waiving your right to the credit or refund. If
the waiver appears as part of an invoice or
other document, it must be signed separately
from any other item that requires your
signature.

Sign a separate waiver for each tax year or
part of a tax year in which the fuel was used.
When the period covered by the waiver ex-
tends beyond the applicator’s tax year, the ap-
plicator must wait until the next tax year to
claim the portion for that period.

Fuel not used for farming. You do not
use fuel on a farm for farming purposes when
you use it:

1) Off the farm, such as on the highway or in
noncommercial aviation, even if the fuel is
used in transporting livestock, feed,
crops, or equipment;

2) For personal use, such as mowing the
lawn;

3) In processing, packaging, freezing, or
canning operations; or

4) In processing crude gum into gum spirits
of turpentine or gum resin or in process-
ing maple sap into maple syrup or maple
sugar.

Fuels Used in Boats

You may be eligible to claim a credit or refund
of excise tax included in the price of the fuel
used in certain boats. To determine whether
fuel is used for a qualifying purpose, see the
discussion on that fuel.

Commercial fishing. Boats used in commer-
cial fishing include only watercraft used in tak-
ing, catching, processing, or transporting fish,
shellfish, or other aquatic life for commercial
purposes, such as selling or processing the
catch, on a specific trip basis. They include
boats used in both fresh and salt water fishing.
They do not include boats used for both sport
fishing and commercial fishing on the same
trip. Fuel used in aircraft to locate fish is not
fuel used in commercial fishing.

Supplies for vessels. Supplies for vessels in-
clude fuel supplies, ships’ stores, and sea
stores of vessels of war of the United States or



any foreign nation and vessels engaged in for-
eign trade or trade between the Atlantic and
Pacific ports of the United States or between
the United States and any of its possessions.

If you use diesel fuel in a boat in the
@ active conduct of certain other trades
or businesses, you may be eligible to

claim a credit or refund. See Diesel Fuel, later.

Fuels Used in Off-
Highway Business Use

You may be eligible to claim a credit or refund
of excise tax included in the price of fuel if you
used the fuel in an off-highway business use.
To determine whether a fuel used for this pur-
pose qualifies for a credit or refund, see the
discussion on that fuel.

Off-highway business use. Off-highway bus-
iness use is any use of fuel in a trade or busi-
ness or in an income-producing activity. It
does not include use in a highway vehicle reg-
istered for use on public highways. Off-high-
way use includes use of a vehicle owned by
the United States, whether or not registered
for highway use, that is not used on public
highways during the period covered by the
claim. Do not consider any use in a boat as an
off-highway business use.

If undyed diesel fuel is used on a farm
for farming purposes (discussed ear-
YXRIER] lier), or for the exclusive use of a state
or local government, the fuel cannot be con-

sidered as being used in an off-highway busi-
ness use.

Highway vehicle. A highway vehicle is any
self-propelled vehicle designed to carry a load
over public highways, whether or not also de-
signed to perform other functions. Examples
of vehicles designed to carry a load over pub-
lic highways are passenger automobiles,
motorcycles, buses, highway-type trucks, and
truck tractors. A vehicle is a highway vehicle
even though the vehicle’s design allows it to
perform a highway transportation function for
only:

1) A particular type of load, such as passen-
gers, furnishings, and personal effects (as
in a house, office, or utility trailer),

2) A special kind of cargo, goods, supplies,
or materials, or

3) Some off-highway task unrelated to high-
way transportation, except as discussed
next.

Vehicles not considered highway vehi-
cles. Generally, the following kinds of vehicles
are not considered highway vehicles:

1) Specially designed mobile machinery for
nontransportation functions. A self-pro-
pelled vehicle is not a highway vehicle if it
consists of a chassis that—

a) Has permanently mounted to it machin-
ery or equipment used to perform cer-
tain operations (construction, manufac-
turing, drilling, mining, timbering,
processing, farming, or similar opera-
tions) if the operation of the machinery
or equipment is unrelated to transporta-
tion on or off the public highways,

b) Has been specially designed to serve
only as a mobile carriage and mount for
the machinery or equipment, whether
or not the machinery or equipment is in
operation, and

c) Because of its special design, could
not, without substantial structural modi-
fication, be used as part of a vehicle de-
signed to carry any other load.

2) Vehicles designed for off-highway trans-
portation. A self-propelled vehicle is not a
highway vehicle if—

a) The vehicle is designed primarily to
carry a specific kind of load other than
over the public highway for certain op-
erations (construction, manufacturing,
mining, processing, farming, drilling,
timbering, or similar operations), and

b

~

The vehicle’s use in carrying this load
over public highways is substantially
limited or impaired because of its de-
sign. To determine if the use is substan-
tially limited or impaired, you may take
into account whether the vehicle may
travel at regular highway speeds, re-
quires a special permit for highway use,
or is overweight, overheight, or
overwidth for regular highway use.

Public highway. A public highway includes
any road in the United States that is not a pri-
vate roadway. This includes federal, state,
county, and city roads and streets.

Registered. A vehicle is considered regis-
tered when it is registered or required to be
registered for highway use under the law of
any state, the District of Columbia, or any for-
eign country in which it is operated or situated.
Any highway vehicle operated under a deal-
er's tag, license, or permit is considered regis-
tered. A highway vehicle is not considered reg-
istered solely because a special permit allows
the vehicle to be operated at particular times
and under specified conditions.

Fuel used for power take-offs. You cannot
take a credit or refund for fuel used in the pro-
pulsion motor of a highway vehicle even
though that motor also operates special equip-
ment by a power take-off or power transfer. It
does not matter if the special equipment is
mounted on your vehicle.

Example 1. Frank owns a registered con-
crete-mixer truck. The truck’s motor operates
both the engine and the mixing unit by a power
take-off. Frank cannot take a credit or refund
for the fuel used in the motor to run the mixer.

Example 2. Velma owns and operates a
registered fuel-oil delivery truck. The truck’s
motor powers the pump that discharges the
fuel into her customer’s storage tanks. She

cannot take a credit or refund for the fuel used
in the motor to operate the pump.

Separate motor. The fuel you use in a
separate motor to operate special equipment,
such as a refrigeration unit, pump, generator,
or mixing unit, may qualify for a credit or a re-
fund. If you draw fuel from the same tank to
operate both motors, you must figure the
quantity used in the separate motor operating
the special equipment. You may make a rea-
sonable estimate based on your operating ex-
perience and supported by your records.

You can use devices that measure the
miles the vehicle has traveled (such as
hubometers) to figure the gallons of fuel used
to propel the vehicle. Add to this amount the
fuel consumed while idling or warming up the
motor before propelling the vehicle. The differ-
ence between your total fuel used and the fuel
used to propel the vehicle is the fuel used in
the separate motor.

Example. Sara owns a refrigerated truck. It
has a separate motor for the refrigeration unit.
The same gasoline tank supplies both motors.
Using the truck’s hubometer, Sara figures that
90% of the gasoline was used to propel the
truck. Therefore, she qualifies for a credit or
refund on 10% of the gasoline determined to
be used in an off-highway business use.

Fuel lost or destroyed. You cannot treat fuel
lost or destroyed through spillage, fire, or
other casualty as fuel used in an off-highway
business use.

Examples. Off-highway business use in a
trade or business or income-producing activity
includes fuels used:

1) In stationary machines such as genera-
tors, compressors, power saws, and simi-
lar equipment;

2) For cleaning purposes;
3) In forklift trucks and bulldozers; and

4) In vehicles operating off the highway in
construction, mining, or timbering activi-
ties if the vehicles are neither registered
nor required to be registered.

Generally, it does not include nonbusiness,
off-highway use of fuel, such as use by
minibikes, snowmobiles, power lawn mowers,
chain saws, and other yard equipment.

Example. Joanna owns a landscaping
business. She uses power lawn mowers and
chain saws in her business. The gasoline used
in the power lawn mowers and chain saws
qualifies as fuel used in an off-highway busi-
ness use. She can claim a credit or refund of
the excise tax included in the price of the gas-
oline that she used in her business. The gaso-
line used in her personal lawn mower at home
does not qualify for the credit or refund.

Fuels Used in Buses

You may be eligible to claim a credit or refund
of excise tax included in the price of fuel if you
use the fuel in buses engaged in providing the
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type of transportation discussed here. To de-
termine whether a fuel used for this purpose
qualifies for a credit or refund, see the discus-
sion on that fuel.

Intercity or local buses. Fuel is used in an in-
tercity or local bus when the bus is used to fur-
nish (for compensation) passenger land trans-
portation that is available to the general public.
The bus must be engaged in:

1) Scheduled transportation along regular
routes regardless of the size of the bus, or

2) Nonscheduled (charter) operations if the
seating capacity of the bus is at least 20
adults, not including the driver. Vans and
similar vehicles used for van-pooling or
taxi service do not qualify.

Available to the general public means that
you offer service to more than a limited num-
ber of persons or organizations. If a bus opera-
tor normally provides charter operations
through travel agencies but has buses availa-
ble for chartering by the general public, this
service is available to the general public. A bus
does not qualify when its operator uses it to
provide exclusive services to only one person,
group, or organization.

For the amount of the credit or refund al-
lowable, see the form that applies.

School buses. Fuel is used in a school bus
when the bus is used in transporting students
or school employees. A school is an educa-
tional organization with a regular faculty and
curriculum. It has a regularly enrolled body of
students who attend the place where the edu-
cational activities occur.

A credit or refund is allowed for the full
amount of excise tax paid on fuels used in
these buses.

Qualified local bus. Fuel (other than gaso-
line) is used in a qualified local bus when the
bus:

1) Furnishes (for compensation) intracity
passenger land transportation available
to the general public,

2) Operates along scheduled, regular
routes,

3) Has a seating capacity of at least 20
adults (excluding the driver), and

4) Is under contract with or receiving more
than a nominal subsidy from any state or
local government to furnish the
transportation.

A credit or refund is allowable for the full
amount of excise tax paid on fuels (other than
gasoline) used in these buses.

Intracity passenger land transportation
means the land transportation of passengers
between points located within the same met-
ropolitan area. It includes transportation along
routes that cross state, city, or county bounda-
ries if the routes remain within the metropoli-
tan area.

Under contract. A bus is under contract
with a state or local government only if the
contract imposes a bona fide obligation on the
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bus operator to furnish the transportation. A
subsidy is more than nominal if it is reasonably
expected to exceed an amount equal to 3
cents multiplied by the number of gallons of
fuel used in buses on subsidized routes.

A company that operates its buses along
subsidized and unsubsidized routes may claim
the full rate only for the fuel used in buses on
the subsidized intracity routes.

Gasoline

Uses of gasoline for which credit or refund
may be allowable:

Credit Only:
Use on a farm for farming purposes

Credit or Refund:

¢ Off-highway business use
e Use inintercity, local, or school buses

e Exclusive use of state and local
governments

¢ Exclusive use of nonprofit educational
organizations

e Export, including shipment to a possession
of the U.S.

e Supplies for vessels

¢ Blendstocks not used to produce gasoline
¢ Use in boats used in commercial fishing

¢ Aircraft museums

Gasoline includes all products commonly or
commercially known or sold as gasoline (in-
cluding gasohol) that are suitable for use as a
motor fuel with an octane rating of 75 or more.
It includes gasoline blendstocks that are dis-
cussed in Publication 510.

State or local government means any state,
any political subdivision thereof, or the District
of Columbia. You treat an Indian tribal gov-
ernment as a state only if a transaction in-
volves the exercise of an essential tribal gov-
ernment function. For gasoline and diesel fuel
tax purposes, the term state includes the
American Red Cross.

Nonprofit educational organization means
an organization that is exempt from income
tax under section 501(a) of the Internal Reve-
nue Code that meets the following tests:

1) Ithas aregular faculty and curriculum.

2) Ithas aregularly enrolled body of stu-
dents who attend the place where the in-
struction normally occurs.

A nonprofit educational organization also
includes a school operated by a church or
other organization described in section
501(c)(3) that meets the above tests.

Aircraft museums. An aircraft museum is an
organization that is:
1) Exempt from income tax as an organiza-
tion described in section 501(c)(3) of the
Code;

2) Operated as a museum under a state (or
District of Columbia) charter; and

3) Operated exclusively for acquiring, exhib-
iting, and caring for aircraft of the type
used for combat or transport in World War
I.

The credit or refund applies to fuel used in
an aircraft or vehicle (such as a ground servic-
ing vehicle for aircraft) owned by the museum
and used exclusively for the purposes in item

@)

Gasohol Blending

Blenders of gasohol who buy gasoline at a
price that includes the full amount of the ex-
cise tax and use the gasoline to produce
gasohol may be eligible for a credit or refund
of part of the tax. This gasohol must be sold or
used in your trade or business. The amount
you may claim is based on each gallon of gas-
oline used to make gasohol. You cannot take
a refund or credit if you purchased the gaso-
line at a reduced rate.

Gasohol. Gasohol is a mixture of gasoline and
alcohol that satisfies the alcohol-content re-
quirements immediately after the mixture is
produced. Alcohol includes ethanol and meth-
anol but does not include alcohol produced
from petroleum, natural gas, coal (including
peat), a derivative or product of these items, or
alcohol that is less than 190 proof. Methanol
produced from methane gas formed in waste
disposal sites is not “alcohol produced from
natural gas. ” Alcohol used to produce ethyl
tertiary butyl ether (ETBE) generally qualifies
as alcohol for purposes of these rules.

Alcohol requirement. To qualify as gasohol
the mixture must contain a specific amount of
alcohol by volume (without rounding). The
amount of credit or refund depends on the
type of gasohol you blend. The types of
gasohol are:

e 10% gasohol. This is a mixture that con-
tains at least 9.8% alcohol.

e 7.7% gasohol. This is a mixture that con-
tains at least 7.55%, but less than 9.8%,
alcohol.

e 5.7% gasohol. This is a mixture that con-
tains at least 5.59%, but less than 7.55%,
alcohol.

You figure alcohol content on a batch-by-
batch basis. If you splash blend a batch in an
empty tank, you figure the volume of alcohol
(without adjustment for temperature) by divid-
ing the metered gallons of alcohol by the total
metered gallons of alcohol and gasoline as
shown on each delivery ticket. However, if you
add the metered gallons to a tank already con-
taining more than 0.5% of its capacity in a lig-
uid, you must include the amount of alcohol
and non-alcohol fuel contained in that liquid in
determining the volume of alcohol in that
batch.

Example 1. John uses an empty 8,000 gal-
lon tank to blend alcohol and gasoline. His de-
livery tickets show that he blended Batch 1 us-
ing 7,200 metered gallons of gasoline and 800



metered gallons of alcohol. John divides the
gallons of alcohol (800) by the total gallons of
alcohol and gasoline delivered (8,000). Batch
1 qualifies as 10% gasohol.

Example 2. John blends Batch 2 in an
empty tank. According to his delivery tickets,
he blended 7,220 gallons of gasoline and 780
gallons of alcohol. Because Batch 2 contains
only 9.75% alcohol (780 + 8,000), it qualifies
as 7.7% gasohol.

Batches containing at least 9.8% alco-
hol. If a mixture contains at least 9.8%, but
less than 10%, alcohol, part of the mixture is
considered to be 10% gasohol. To figure that
part, multiply the number of gallons of alcohol
in the mixture by 10. The result is the number
of gallons on which a credit or refund may be
claimed if the gasoline in the mixture was
taxed at the full rate. The remaining gallons in
the mixture are excess liquid on which no
credit or refund is allowed.

Example. John uses an empty 8,000 gal-
lon tank to blend gasoline and alcohol. The
delivery tickets show that he blended 7,205
metered gallons of gasoline and 795 metered
gallons of alcohol. He purchased the gasoline
at a price that included the full amount of the
excise tax. The batch contains 9.9375% alco-
hol (795 + 8,000). John determines that 7,950
gallons (10 x 795) of the mixture qualifies as
10% gasohol. The other 50 gallons is excess
liquid. John reduces the amount of gasoline
(7,205 gallons) by the excess liquid (50 gal-
lons) to determine the amount of gasoline
used to produce the 10% gasohol. He can
claim a refund or credit for part of the excise
tax paid on 7,155 gallons of gasoline. He can-
not claim a refund or credit on the 50 gallons
of excess liquid.

Batches containing at least 7.55% alco-
hol. If a mixture contains at least 7.55% alco-
hol but less than 7.7% alcohol, part of the mix-
ture is considered to be 7.7% gasohol. To
figure that part, multiply the number of gallons
of alcohol in the mixture by 12.987. The result
is the number of gallons on which a credit or
refund may be claimed if the gasoline in the
mixture was taxed at the full rate. The remain-
ing gallons in the mixture are excess liquid on
which no credit or refund is allowed.

Batches containing at least 5.59% alco-
hol. If a mixture contains at least 5.59% but
less than 5.7% alcohol, part of the mixture is
considered to be 5.7% gasohol. To figure that
part, multiply the number of gallons of alcohol
in the mixture by 17.544. The result is the num-
ber of gallons on which a credit or refund may
be claimed if the gasoline in the mixture was
taxed at the full rate. The remaining gallons in
the mixture are excess liquid on which no
credit or refund is allowed.

Expedited refund procedure. A special pro-
cedure applies for claiming a refund of part of
the excise tax included in the price of the gas-
oline used for blending into gasohol. Gasohol
blenders may file Form 8849 to claim a refund
of the excise tax on gasoline so used for any
period for which the claim is $200 or more and
the period is not less than one week. No claim
under this procedure will be allowed unless

filed by the end of the first quarter following
the earliest quarter included in the claim.

If you qualify and file for the special refund
procedure, write “GASOHOL CLAIM” at the
top of Form 8849 and on the envelope you
send to the IRS. You must mail the Form 8849
to the address shown in the instructions for
the form.

If the IRS does not pay a proper claim for
refund filed under these procedures within 20
days, the IRS will pay interest on the refund.

=" You must keep records for each
I batch of gasohol. Your records must
L] include the following information.

1) The name and address of the person that
sold you the gasoline,

2) The date and location of the purchase of
the gasoline,

3) The number of gallons of gasoline,

4) The name and address of the person that
sold you the alcohol,

5) The date and location of the purchase of
the alcohol,

6) The number of gallons and type of
alcohol.

Gasoline Used
in Aircraft

Uses of gasoline in aircraft for which credit or
refund may be allowable:

Credit Only:
On a farm for farming purposes

Credit or Refund:

e Commercial aviation
e Supplies for aircraft

e Exclusive use of state and local
governments

e Exclusive use of nonprofit educational
organizations

¢ Aircraft museums and certain helicopters

Commercial aviation is any use of an aircraft
in the business of transporting persons or
property by air for pay. However, commercial
aviation does not include:

1) Any use of an aircraft that has a maximum
certificated takeoff weight of 6,000
pounds or less unless the aircraft is oper-
ated on an established line, or

2
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An aircraft owned or leased by a member
of an affiliated group and unavailable for
hire by nonmembers of the group.

For transportation starting after Au-
gust 26, 1996, the determination of
whether an aircraft is available for hire by
nonmembers is made on a flight-by-flight
basis.

The credit or refund available for gasoline
used in commercial aviation is limited. See the
claim form for allowable amounts.

Supplies for aircraft. Supplies for aircraft in-
clude gasoline used in civil aircraft employed
in foreign trade or or trade between the United
States and any of its possessions. Supplies for
aircraft also include gasoline used in aircraft
owned by the United States or by any foreign
nation and constitution a part of their armed
forces.

Certain helicopter uses. Gasoline used in a
helicopter for:

1) Transporting individuals, equipment, or
supplies in the exploration for, or the de-
velopment or removal of, hard minerals,
oil, or gas,

2) Planting, cultivating, cutting, transporting,
or caring for trees (including logging oper-
ations), or

3) Providing transportation for emergency
medical services.

You are eligible for a credit or refund only if
the helicopter does not take off from, or land
at, a facility eligible for assistance under the
Airport and Airway Development Act of 1970,
or otherwise use services provided under the
Airport and Airway Improvement Act of 1982
during that use. After August 26, 1996—

1) The provision relating to helicopters used
in certain exploration or development ac-
tivities is applied by treating each flight
segment as a separate flight, and

2) Helicopters providing transportation for
emergency medical services may use any
airport.

Gasohol used in noncommercial aviation.
You may claim a credit or refund for part of the
tax paid on gasohol used as a fuel in noncom-
mercial aviation. Noncommercial aviation is
any use of an aircraft other than for commer-
cial aviation (defined earlier).

Special Motor Fuels

Uses of special motor fuels for which a credit
or refund may be allowable:

Credit Only:
On a farm for farming purposes

Credit or Refund:

e Any use other than as a fuel for the propul-
sion of a motor vehicle or motorboat

¢ Off-highway business use
¢ Use inintercity, local, or school buses

e Export, including shipment to a possession
of the U.S.

e Supplies for vessels

e Exclusive use of state and local
governments

e Exclusive use of nonprofit educational
organizations

e Aircraft museums

® Boats used in commercial fishing
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Special motor fuels include such products as
benzol, benzene, naphtha, liquefied petroleum
gas, liquefied natural gas, casing head and
natural gasoline, and any other liquid other
than gasoline, diesel fuel, kerosene, gas oil, or
fuel oil. Treat products called kerosene, gas
oil, or fuel oil that do not fall within certain
specifications as special motor fuel if sold or
used as a fuel in a motor vehicle or motorboat.

Motor vehicle. A motor vehicle includes all
types of vehicles (whether or not you register
or are required to register the vehicle for high-
way use) that are:

1) Propelled by motor, and

2) Designed for carrying or towing loads
from one place to another, regardless of
the type of load or material carried or
towed.

Motor vehicles do not include any vehicle
that moves exclusively on rails, or any of the
following:

Farm tractors

Power shovels Bulldozers

Road graders Road rollers

Similar equipment that does not carry or tow a
load

Trench diggers

Compressed
Natural Gas

Uses of compressed natural gas (CNG) for
which a credit or refund may be allowable:
Creditonly:
On a farm for farming purposes
Credit or Refund:

¢ Any use other than as a fuel for the propul-
sion of a motor vehicle or motorboat

e Off-highway business use
e Use in intercity, local or school buses

e Export, including shipment to a possession
of the U.S.

e Supplies for vessels

e Exclusive use of state and local
governments

¢ Exclusive use of nonprofit educational
organizations

e Aircraft museums
¢ Boats used in commercial fishing

Motor vehicle. For this purpose, motor vehi-
cle has the same meaning as given under
Special Motor Fuels, earlier.

Diesel Fuel

No credit or refund is allowed for any use of
dyed diesel fuel. You buy dyed diesel fuel tax
free.

A credit or refund is allowed for undyed
diesel fuel used for a nontaxable purpose.
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Uses for which credit or refund may be
allowable:

e On afarm for farming purposes (Ultimate
vendors only. See Claims by vendors, later.)

¢ Off-highway business use
e Use as heating oil

* Use other than as a fuel in the propulsion
engine of a diesel-powered highway vehi-
cle, train, or boat, such as use in stationary
motors

e Use in intercity, local, or school buses (See
Qualified local bus under Fuels Used in
Buses, earlier.)

e Exclusive use of state and local govern-
ments (Ultimate vendors only. See Claims
by vendors, later.)

¢ Exclusive use of nonprofit educational
organizations

e Export, including shipment to a possession
of the U.S.

e Use in a diesel-powered train
e Uses in boats, as described later

¢ Vehicle use by aircraft museums

You cannot consider fuel used on a
A farm for farming purposes or by a
YITER] state or local government as being

used for any other qualifying purpose. See
Claims by vendors, later.

Diesel fuel is any liquid (other than gasoline)
that is suitable for use as a fuel in a diesel-
powered highway vehicle, train, or boat.

Uses in boats. If you used undyed diesel fuel
in a boat before August 27, 1996, you can
claim a credit or refund of the tax paid on the
fuel only if the fuel was used in a boat in the ac-
tive conduct of:

1) Atrade or business of commercial fishing
or transporting persons or property for
compensation or hire, or

2) Any other trade or business, unless the
boat was used primarily for entertain-
ment, amusement, or recreation.

If you used undyed diesel fuel in any boat for
any reason after August 27, 1996, you can
claim a credit or refund of the tax paid on the
fuel.

Claims by vendors. A registered ultimate
vendor that sells undyed diesel fuel for use on
a farm for farming purposes, or for use by a
state or local government, is the only person
allowed to claim a refund or credit of the ex-
cise tax included in the price paid by the ven-
dor for that fuel.

An ultimate vendor means the seller of the
undyed diesel fuel to the user of the fuel (the
ultimate purchaser) for use on a farm for farm-
ing purposes or by state or local governments.
A registered ultimate vendor is an ultimate
vendor registered by the Internal Revenue
Service.

Generally, the vendor must not have in-
cluded the tax in the price of the fuel sold for
these uses. See Special rule for vendors,
later.

The buyers of fuel used for these purposes
cannot claim a credit or refund of the tax on
this fuel.

Use on a farm. The credit or refund is al-
lowed to the registered ultimate vendor
whether the undyed diesel fuel is sold to the
owner, tenant, or operator of the farm or some
other person (such as a custom harvester) for
use on a farm for farming purposes, discussed
earlier.

Content of claim. For undyed diesel fuel,
each claim (other than by a vendor) for credit
or refund must contain the following informa-
tion about the diesel fuel covered by the claim.
Some of this information is on the form that
you use to make the claim (discussed later).
See the form instructions for information you
have to attach.

1) The total number of gallons,

2) A statement that tax has been imposed
on the fuel,

3) The purpose (by specific category) for
which the fuel was used,

4) A declaration that you have proof of ex-
portation for fuel that was exported, and

5) A declaration that you have the name and
address of the person(s) who sold you the
fuel and the dates of the purchases.

Special rule for vendors. The claim by a
registered ultimate vendor must contain the
following information. Some of this information
is on the form that you use to make the claim
(discussed later). See the form instructions for
information you have to attach.

1) The total number of gallons,

2) A statement that tax has been imposed
on the fuel,

3) The vendor’s registration number,

4) The name and taxpayer identification
number of each person (farmer, custom
harvester, or governmental unit) who
bought the diesel fuel from the vendor,

5) The number of gallons sold to each
person,

6) A statement that the vendor has:

a) Not included the tax in the price of the
diesel fuel and has not collected the tax
from the buyer,

b) Repaid the tax to the ultimate pur-
chaser, or

c) Gotten the written consent of the buyer
to the allowance of the credit.

7) A statement that the vendor has an
unexpired certificate from the buyer and
no reason to believe any information in
the certificate is false.

A registered ultimate vendor can claim a
refund of the tax for such fuel sold for any pe-
riod of at least a week for which the claim is
$200 or more. No claim for refund is allowed



unless filed by the end of the first quarter fol-
lowing the earliest quarter included in the
claim. The IRS will pay interest on properly
filed claims that are not paid within 20 days.
See the Form 8849 instructions for the proce-
dures for claiming the refund and the special
address to use when filing the claim.

Aviation Fuel

Uses of aviation fuel for which a credit or re-
fund may be allowable:

e Use other than as a fuel in an aircraft

e Commercial aviation

¢ On afarm for farming purposes

e Aircraft museums and certain helicopters

e Exclusive use of state and local
governments

e Exclusive use of nonprofit educational
organizations

e Export, including shipment to a possession
of the U.S.

e Use for supplies for aircraft as explained in
Gasoline Used in Aircraft, earlier

The credit or refund for fuel used in
A commercial aviation applies to the tax
LYWIER] on aviation fuel for the period starting

August 26, 1996, and ending December 31,
1996.

Aviation fuel is any liquid, other than gasoline
or diesel fuel, that is suitable for use as fuel in
an aircraft.

Diesel-Powered
Highway Vehicles

If you bought a qualified diesel-powered car,
van, or light truck before August 21, 1996, you
may be eligible for a credit. You can use the
vehicle for either business or personal pur-
poses. You generally claim the credit on the
tax return for the year of purchase.

If you filed a quarterly refund claim
that included an amount for this
YWITER] purchase, you cannot claim a credit
for that amount.

Original purchaser. You must be the original
purchaser to be eligible for the credit. An origi-
nal purchaser is the first person to buy a new
qualified diesel-powered vehicle for use other
than resale. Treat the lease or rental of a vehi-
cle as a use other than resale.

If you bought and registered a qualified die-
sel-powered vehicle subject to a lien (even if
the lien-holder holds title to the vehicle), you
can claim the credit.

The following do not qualify as original
purchasers:

1) State and local governments,
2) Nonprofit educational organizations,

3) Dealers who use the vehicle as a demon-
strator vehicle. However, the first person
to buy the demonstrator vehicle for use
other than resale qualifies as the vehicle’'s
original purchaser.

Qualified diesel-powered highway vehicle.
A qualified diesel-powered highway vehicle is
one that:

1) Has at least four wheels;

2) Has a gross vehicle weight rating of
10,000 pounds or less; and

3) Is registered for highway use in the United
States under the laws of any state.

Amount of credit. You can claim a credit of
$102 for a car and $198 for a light truck or van.
A van is a vehicle with no body sections pro-
truding more than 30 inches ahead of the lead-
ing edge of the windshield.

Basis reduction. Reduce the basis of any
qualified diesel-powered highway vehicle by
the credit for the vehicle. Consider the basis
reduction to occur on the date of purchase.

How to claim a credit. You claim the credit
for the purchase of a qualified diesel-powered
vehicle on Form 4136. Complete Part | and
Part 11l and attach Form 4136 to your income
tax return.

If you do not have to file an income tax re-
turn, you should do so to take advantage of
this refundable credit. If you do not file a re-
turn, you cannot claim the credit.

How To Claim
a Credit or Refund

This part tells you when and how to make a
claim for credit or refund of excise taxes in-
cluded in the price of fuels you use for nontax-
able purposes. These rules also apply to the
credit available to the original purchaser of a
qualifying diesel-powered highway vehicle.

Taxpayer identification number. To file a
claim for credit or refund, you MUST have a
taxpayer identification number — either a so-
cial security number (SSN) or an employer
identification number (EIN). If you normally
only file a U.S. individual income tax return
(such as Form 1040), use your SSN. You get
an SSN by filing Form SS-5, Application for a
Social Security Card.

If you operate a business, use your EIN.
You get an EIN, by filing Form SS-4, Applica-
tion for Employer Identification Number.

=W Keep at your principal place of busi-
ri ness all records needed to enable the
LIS IRS to verify the amount you claimed.
No special form is required, but the records
should establish:

1) The number of gallons purchased and
used during the period covered by your
claim,

2) The dates of the purchases,

3) The names and addresses of suppliers
and amounts purchased from each in the
period covered by your claim,

4) The purpose for which you purchased
and used the fuel, and

5) The number of gallons used for each
purpose.

It is important that your records show sepa-
rately the number of gallons used for a pur-
pose that qualifies as a claim.

Claiming a Credit

You make a claim for credit on Form 4136 and
attach it to your income tax return. Do not
claim a credit for any tax for which you have
filed a refund claim.

When. You can claim a fuel tax credit on your
income tax return for the year you used the fu-
els. Also, you may be able to make a fuel tax
claim on an amended return for that year. You
must file the claim within the time prescribed
by law. Ordinarily, you must file an amended
return by the /ater of 3 years from the date you
filed your original income tax return or within 2
years from the time you paid the income tax. A
return filed early is considered to have been
filed on the due date.

How to claim a credit. How you claim a credit
depends on whether you are an individual,
partnership, corporation, S corporation, or
farmers’ cooperative.

Individuals.You claim the credit on line 57
of Form 1040. Check box b on line 57. If you
would not otherwise have to file an income tax
return, you must do so to get a fuel tax credit.
See the instructions for Form 1040.

Partnerships. A partnership cannot claim
the credit on Form 1065, U.S. Partnership Re-
turn of Income. The partnership must attach a
statement to Form 1065 showing the number
of gallons allocated to each partner and the
rate that applies. Each partner claims the
credit on his or her income tax return for his or
her share of the fuel used by the partnership.

Corporations. To claim the credit, corpo-
rations use either line 32g of Form 1120, U.S.
Corporation Income Tax Return, or line 28g of
Form 1120-A, U.S. Corporation Short-Form
Income Tax Return.

S corporations. To claim the credit, S cor-
porations use line 23c of Form 1120S, U.S. In-
come Tax Return for an S Corporation.

Farmers’ cooperative associations. If
the cooperative must file Form 990-C, Farm-
ers’ Cooperative Association Income Tax Re-
turn, it uses line 32g to claim the credit.

Trusts. Trusts required to file Form 1041,
U.S. Fiduciary Income Tax Return, use line
249 to claim the credit.

Claiming a Refund

You may be eligible to claim a refund during
the tax year rather than waiting until you file
your income tax return for the year to claim a
credit. However, you cannot claim a refund for
excise tax on gasoline, special motor fuel, or
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compressed natural gas you use on your farm
for farming purposes.

Form 8849. If you meet the quarterly amount
requirements (discussed later), you can use
Form 8849 to file a claim for refund. Fill out the
appropriate lines and follow the line instruc-
tions for additional information you need to in-
clude with your claim for refund.

Form 720. If you file Form 720, you can use
the Schedule C portion of Form 720 for your
claims, rather than Form 8849. You must still
meet the quarterly amount requirements ( dis-
cussed next).

Quarterly amount requirements. You can
file a quarterly refund claim for any of the first
three quarters of your tax year for which you
qualify. To qualify for a quarterly refund, you
must claim the following amounts for fuel used
during the quarter:

1) Atleast $1,000 for gasoline used for a
qualifying purpose (other than use on a
farm for farming purposes) listed under
Gasoline and Gasoline Used in Aircraft.
Blendstocks are included under item (2).

2) Atleast $1,000 for:

a) Special motor fuels and compressed
natural gas used for a qualifying pur-
pose (other than use on a farm for farm-
ing purposes) listed in the discussions
of those fuels,

b) Gasoline blendstocks not used to pro-
duce gasoline,

¢) Undyed diesel fuel used in intercity
and local buses discussed under Fuels
Used in Buses, and

d) Gasoholusedin noncommercial
aviation.

3) Atleast $750 for undyed diesel fuel and
aviation fuel used for a qualifying pur-
pose listed in the discussions of those fu-
els. This does not apply to undyed diesel
fuel used on a farm for farming purposes,
used by a state or local government, or in-
cluded in item (2).

These quarterly amount requirements apply to
the first three quarters of your tax year. You
must meet the requirement for each category
for which you are making a refund claim. Gen-
erally, you cannot claim a refund if you do not
meet the requirement for the quarter. To claim
the amount, you must file a claim for credit on
Form 4136.

If you do not meet the quarterly amount (at
least $750) for the third category, you carry the
amount to the next quarter to determine if you
can claim at least $750 for that quarter.

Fourth quarter claims. You cannot file a
quarterly claim for refund for the fourth quarter
of your tax year. You file claims for the fourth
quarter as a credit on your income tax return.

Special rules apply to refund claims
filed by gasohol blenders and regis-
LYWITER] tered ultimate vendors of undyed die-
sel fuel, as discussed earlier. See the Form

8849 instructions for more information.
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When. You must file a quarterly claim by the
last day of the quarter following the end of the
quarter for which the claim is being filed. If you
file your claim late, you are not allowed a re-
fund. Instead, you add the disallowed refund
amount to any claim for credit and claim it on
your income tax return, as explained earlier.

Users not subject to income tax. The follow-
ing can file a yearly claim for refund:

1) Adepartment, agency, or instrumentality
of the United States;

2) A state (including an Indian tribal govern-
ment), county, city, or other subdivision of
a state;

3) An agency or instrumentality of one or
more states, counties, cities, etc.; and

4) An organization granted an exemption
from the income tax and not required to
file an income tax return. (Aircraft muse-
ums are in this category.)

If at the close of your tax year, you are eligi-
ble for an amount for which you have not filed
quarterly claims (including your fourth quarter),
you can file an annual refund claim for these
amounts within the time allowed for filing a
claim for refund of overpayment of income tax.

For these users, a tax year is the 12—month
period normally used to keep financial
records. If the user has no regularly estab-
lished tax year, the tax year is the calendar
year.

Interest

IRS pays no interest on refunds described in
this publication other than expedited refunds
not paid within 20 days to gasohol blenders
and registered ultimate vendors (discussed
earlier). Refunds resulting from credits
claimed on income tax returns may qualify for
interest.

Penalties

There are criminal penalties for false or fraud-
ulent claims. In addition, any person who
claims an excessive amount (without reasona-
ble cause) may have to pay a penalty. The
penalty is the greater of two times the exces-
sive amount or $10.

Including the Credit

or Refund in Income
Include any credit or refund of excise taxes on
fuels in your gross income if you claimed the
taxes as an expense deduction that reduced
your income tax liability. Do not include as in-
come any credit or refund related to the
purchase of a qualified diesel-powered high-
way vehicle.

The year you include a credit or refund in
gross income depends on whether you use
the cash or accrual method of accounting.

Cash method. If you use the cash method
and file a claim for refund, include the refund
in your gross income for the tax year in which
you receive the refund. If you claim a credit on
your income tax return, include the credit in

gross income for the tax year in which you file
Form 4136. If you file an amended return and
claim a credit, include the credit in gross in-
come for the tax year in which you receive it.

Example 1. Ed Brown, a cash basis
farmer, filed his 1996 Form 1040 on March 1,
1997. On his Schedule F, Ed deducted the to-
tal cost of gasoline (including $110 of excise
taxes) used on the farm. Then, on Form 4136,
Ed claimed the $110 of excise tax paid on the
gasoline as a credit. Ed reports the $110 as
additional income on his 1997 Schedule F.

Example 2. March Corporation uses the
calendar year as its tax year. For 1996 the cor-
poration claimed the following amounts for
gasoline excise tax included in the price of the
gasoline it used each quarter:

January 1 through March 31 $1,500
April 1 through June 30 1,200
July 1 through September 30 900
October 1 to December 31 1,300

The corporation deducts the entire cost of
the gasoline (including the $4,900 in excise
taxes) it used during the year as a business ex-
pense on its corporation income tax return,
thereby reducing its corporate income tax lia-
bility for that year.

Form 8849. March Corporation files quar-
terly refund claims for the first two quarters
(ending March 31 and June 30). It cannot file a
quarterly refund claim for the third quarter end-
ing September 30 because the claim was
under $1,000. Neither can it file a quarterly re-
fund claim for the fourth quarter ending De-
cember 31 because this is the last quarter of
its tax year.

March Corporation files Form 8849 for two
of the four quarters. Since it uses the cash
method of accounting, the corporation in-
cludes $2,700 ($1,500 + $1,200) in its gross
income for the tax year in which it receives the
refunds (1996).

Form 4136. The corporation claims the re-
maining amounts as a credit ($900 + $1,300)
on its 1996 income tax return by attaching
Form 4136. It includes this credit ($2,200) in its
1997 gross income.

Accrual method. If you use an accrual
method, include the entire claim in gross in-
come for the tax year in which the qualifying
use occurred. It does not matter if an accrual-
basis taxpayer filed for a quarterly refund or
claimed the entire amount as a credit.

Example 3. Todd Green uses an accrual
method. He filed his 1996 return on April 15,
1997. On Schedule C he deducted the total
cost of gasoline (including $155 of excise
taxes) used in an off-highway business vehicle
during 1996. On Form 4136, Todd claimed the
$155 excise tax as a credit. He must report the
$155 as additional income on his 1996 Sched-
ule C.

Example 4. Use the same facts as in Ex-
ample 2 above. However, March Corporation
uses an accrual method of accounting. Since



the qualifying use occurred in 1996, the corpo-
ration reports $4,900 as income on its 1996 in-
come tax return. This consists of the $2,700 it
filed on Form 8849 and the $2,200 it filed on
Form 4136.

Alcohol Fuels Credit

If you sell or use alcohol as a fuel, you may be
eligible for an income tax credit. The credit ap-
plies both to straight alcohol and to certain al-
cohol mixtures.

Alcohol covered by the credit includes
methanol and ethanol. But it does not include
alcohol produced from petroleum, natural gas,
or coal (including peat). It also does not in-
clude alcohol with a proof of less than 150 or
ethanol produced as a by-product from manu-
facturing ethylcellulose derived from ethane.
Methanol produced from methane gas formed
in waste disposal sites is not “alcohol pro-
duced from natural gas. ”

Straight alcohol. You can claim the credit for
any alcohol not mixed with any other fuel. You
do not produce a mixture by adding denatur-
ants to alcohol.

You are eligible for the credit for straight al-
cohol only if during the tax year:

1) Youused it as a fuel in your trade or busi-
ness, or

2) You sold it at retail and placed it in the fuel
tank of the buyer’s vehicle.

The buyer cannot claim the credit for the
alcohol bought at retail, even if the buyer uses
itas a fuel in a trade or business.

Mixing or failure to use as fuel. If the
credit applied to alcohol that you bought, and
you later mix the alcohol or do not use it as a
fuel, you must pay a tax equal to the credit. Re-
port this tax on Form 720, Quarterly Federal
Excise Tax Return.

Alcohol mixture. You can take the credit for
alcohol you use to produce a qualified mixture.
A qualified mixture is a mixture of alcohol with
gasoline or with a special fuel. You do not treat
adding denaturants to alcohol as the produc-
tion of a mixture.

You can take the credit only for a mixture
you produce. You must sell the mixture for use
as a fuel, not merely as an octane enhancer,
or use it as a fuel in your trade or business.
You can claim the credit whether you sell the
fuels directly to the user or to a buyer for re-
sale to the user. Take into account alcohol you
use to produce a qualified mixture only if the
sale or use is in your trade or business and
only for the tax year in which the sale or use
occurs.

A special fuel is any liquid fuel, other than
gasoline, that is suitable for use in an internal
combustion engine.

You cannot take a credit for the casual off-
farm production of a qualified mixture.

If you combine alcohol eligible for the
credit with alcohol that is not eligible and use
the combined alcohol in a way that qualifies
for the credit, you figure the credit based on

the proportionate amount of eligible alcohol
contained in the combined alcohol.

Separation or failure to use as fuel. If the
credit applied to alcohol used in the produc-
tion of a qualified mixture, and you later sepa-
rate the alcohol from the mixture or do not use
the mixture as fuel, you must pay a tax equal to
the credit. Report this tax on Form 720.

Amount of credit. The proof content of the al-
cohol determines the amount of the credit.
You figure the proof without considering dena-
turants added to the alcohol.

The credit is 60 cents a gallon for alcohol
(other than ethanol) that is at least 190 proof.
The credit is 45 cents a gallon for alcohol
(other than ethanol) that is at least 150 proof
but less than 190 proof.

For ethanol the rates are 54 cents a gallon
if at least 190 proof, and 40 cents a gallon if at
least 150 proof but less than 190 proof.

You may have been entitled to a reduced
rate or an exemption for the federal excise tax
on motor fuels used in certain alcohol mix-
tures. You must reduce the amount of credit
allowable on these mixtures (such as gasohol)
by any benefit provided by the reduced rate or
exemption available for the alcohol mixtures.

When figuring the number of gallons of al-
cohol sold or used, include the volume of any
denaturant (including gasoline) added under
formulas approved by the Secretary of the
Treasury. Also include the denaturant when
you figure the percentage of any mixture that
is alcohol. However, denaturants can be
counted only up to 5% of the total volume of
alcohol.

Small ethanol producer credit. If you are an
eligible small ethanol producer, you qualify for
a credit on up to 15 million gallons of your
qualified ethanol fuel production. This addi-
tional alcohol fuel credit is 10 cents for each
gallon.

You are an eligible producer if, at all times
during the tax year, you have an annual pro-
ductive capacity for alcohol of not more than
30 million gallons.

For a partnership, trust, or S corporation,
the gallon limits apply at both the entity level
and the partner, beneficiary, or shareholder
level.

Your qualified ethanol fuel production is
any ethanol you produce and which during the
tax year you sell to another person:

1) For use in the production of a qualified
mixture in that person’s trade or business
(except casual off-farm production),

2) For use as a fuel in that person’s trade or
business, or

3) For sale at retail to another person if the
ethanol is put in the fuel tank of the buy-
er’s vehicle.

It also includes your use or sale of the etha-
nol for these purposes.

Qualified ethanol fuel production does not
include any alcohol bought by a producer who
then increases the proof of the alcohol by ad-
ditional distillation.

How to claim the alcohol fuels credit. You
take the alcohol fuels credit by completing
Form 6478, Credit for Alcohol Used as Fuel,
and attaching it to your income tax return. All
individuals and corporations taking the credit
use Form 6478. Partnerships, S corporations,
estates, and trusts figure the credit on Form
6478 but divide the credit among their part-
ners, shareholders, or beneficiaries.

If you take the alcohol fuels credit, you
must include the credit for the tax year in your
gross income for that year.

You may choose not to take the alcohol fu-
els credit even though you qualify to take it.
You can make (or change) this choice at any
time within 3 years after the last day (without
regard to extensions) for filing your return for
the tax year in which the credit arises.

General business credit. You combine
the alcohol fuels credit with other credits to fig-
ure your general business credit for the year.
See the Form 6478 instructions for a list of
these credits and when you must file Form
3800, General Business Credit.

Example

Steven S. Sands used undyed diesel fuel in
vehicles used off the highway in his construc-
tion business. The vehicles were not regis-
tered (or required to be registered) for highway
use. He used 17,290 gallons in 1996. He
bought the fuel at a price that included the ex-
cise tax. His records show the following:

Gallons
Quarter Used Tax Rate Claim Amount
First 5,690 24.3 $1,382.67
Second 2,000 24.3 486.00
Third 3,600 243 874.80
Fourth 6,000 24.3 1,458.00

Steven filed a Form 8849 (not shown) for
the first quarter of 1996. He claimed a refund
of $1,382.67. Steven did not file for the second
quarter because his claim was less than $750.
For the third quarter, Steven used the special
rule for undyed diesel fuel, which allowed him
to add together the second and third quarter
totals ($486 + 874.80 = $1,360.80). He at-
tache a statement (not shown) to Form 8849
explaining that he used the special rule for
these quarters and shows the number of gal-
lons for each quarter. He filed a refund claim
for $1,360.80 on Form 8849 (shown later).

For the fourth quarter, Steven filed Form
4136 (shown later) with his 1996 income tax
return on March 1, 1997. Steven includes the
information required by the form (not shown).

He received the $1,382.67 refund in May of
1996 and the $1,360.80 refund in December
of 1996.

Steven used the cash method of account-
ing. On his 1996 Schedule C, he deducted the
total cost of the fuel, which included the excise
tax. Steven must include on line 6 of Schedule
C the excise tax refunds ($2,743.47) that he
received in 1996 by filing Form 8849. When
Steven files his 1997 Form 1040, he will in-
clude $1,458 as additional income on Sched-
uleC.
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In July Steven bought a diesel-powered credit, which he claims on Form 4136. He meet the quarterly amount requirement (dis-
van for his personal use. The van qualified for could not claim a refund because he did not cussed earlier) for that category.
the $198 diesel-powered highway vehicle
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m 3849

(Pwe, Jarsary 1907) Claim for Refund of Excise Taxes OME Na. 15461420
3?..::.“5‘.2.'.:."‘;.....-“ ’ > Sas saparats instructions.

Narna of claimant

Steyen S. San ds

Tarpayer centification number
/0 19876543

Addrass (number, street, and room or suite no.j}

937 Yest ST

Telephona number

103 S&$~20 000

i City or fown, siale, and ZIF code

Any town, VA /2345

Month your income tax year ends

- e ~
1 Type of excise tax'return filed, if any (See instructions.) 2 Totsl amount o be refunded
O 720 [ 70 20 s , 3462 B0
3  Gasoline Wholesale Diatributors Period of claim b
Clai | . ine or Tt a price that the Aate Gaellons Amount of refund | CAN
tax and 30id it directly 1o a state or local govermmant for its exciusive
use; directly ta & nonprofit ecucational organization for its sxclusive use; @
a8 supplies for vesaals or aircraft; for supart; or for usa in the production
of apecial fusts. Claimant qualifisd as 3 gesoline wholesals distribuiar, @
mmm:.m-qdmupm.wm-damﬁend ‘g}
ultimate purchaser or proof of export from tha buyer. %
& Gasolng - ‘& an_
b Gaschol containing at lsast 10% alcohol &
¢ Gamohol containing at least 7.79% alcohol but less than 10% . 2
d Ganohol containing af leasl 5.7% alcohol but lews than 7.7 .

4 Nontaxable Use of Gascline

Amount of refund | CRN

a Off-highway businass s r?K @\@

b Other nontaxable use

201

S Nontaxable Use dﬂnoh‘lﬁ 3

Amount of refund | CRN

O S
a Qaachol containi 1&*2hd1d

AT
loast 7.79% sicohol bul laes than

] N2

© Gasohol contalning at lasst 5.7% asicohal but less than
7.7% micohot

6 Nontaxable Use of Undyed Dissel Fued (Lines 6a and b) Period of claim b
Saiss by Registored Ultimate Vendors of Undyed Diessl Pust (Line 6c)

4 1/e6 ~ 9/30/96

Claimant certifies that the dissal fusl did not comtain visible evidence of dye.

If any of the disssl fusi included in this claim did contain visible evidence of dys, aitach a detsiled explanation and check here .bg
Lines 8a and b: Claimant has the name and addmss of the Gallons Amcunt of mfund | CRN

person(s) wha soid the diesal fusl to the claimant and the
date{s} of the purchase{s) and if exported, the recquined proof
of expant.

a Houliﬂdl

b Other nontaxable use (sxchiing use on a fam for
«farming purposes)

#,3 o |90|%

¢ Claimant, & regivtersd ultimales vender, sold diessl fusl
for use by the buyer on a farm for farming purposes or o
a state or local government for ite exciusive uss. Claimam
obtained the required certificate from the buyer and has no
reason t0 balieve any of the information in the certificate is
falsa. Caution: You must enfer hare (e rate, the number
of gafons, and the amourt of refund or your ciaim will be
Jeiayed. Also, see page 2 of the instructiors.

For Peperwork Raduction Aot Notios, sse separaia instructions, Cat. No. 20027)

Fom B840 Rew. 1497
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Form 8840 Rav. 1-97) - Paga 2
7 Nontaxable Uae of Special Fusls Period of clsim »
Typaniusse| Rals Gallons Amount of refund | CAN

a Spacial motor fuals

b Specinl moter fusis usad in intercity of local buses

¢ Compressad natural ges rate per thousand cublc fest)
8 Nontaxabls Use of Aviation Gasoline

& Used in commercial avistion {other than foreign trace)

07

b _Other nontaxable use _ i (O\
8 Nontaxmhie Use of Avistion Fusl (cther than gasokine) Period
Tywe of use ) Oulions Amount of refund | CAN
A Usad in commaercial avistion {other than foreign trade) o >\../
: 310
b Other nontaxabie use .
10 Gaschoi Blenders 7\ Period of cleim
Claimant bought gancine taxed at the ful rate spe-blendald with Rate | Qalions of gesciine | Amount of refund | CRN
aicohol to make gaschol. The gaschol was CIid for une in &
trede or buninams. For esch bateh of gasoligh Maktdni has the
recuired information relating to the i : gmoiine and
aicohol used to mske the gasonol-a0t 9 support the amount

a 3
b .
At .
11  Use of Undyed Dises! Fusl=Train and intercily Portod of cleim
and Local Bus

Claiman cortifies that the diesel fusl did not contain visible evidance of dye.
¥ any of the diessl fual inchucind In this claim did contain vislble evidence of dys, sttach & detsiled suplanstion and chack here , . [

Claimant has the name and address of the personis) who soid thadiessl  |_R5S® Gallons Amount of rehund | CAN
fusl 1o tha claimant snd the dateés) of the purchasds). -
n Dissel-powersd trains $.
205
b Cartain intercity and local buses

12 Other Claims. Ses pags 3 of the nstructions.

I..lndlfp.mlﬂpdp.ﬂw.Idmtmtl“mﬁﬂﬁdﬂ”mﬁﬂ“ﬂ“ﬂhhblldrrlyh'lm
Sign and balaf, 1t in true, Comect, and complete.
Here ’ éEw =y M |/ﬂ/ﬂf/?,é-’ Sreven S Smmé
Sigrature Date (Pease type or pant name.)

G8) Privast on reayatent pser
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Form

Dupartmen of the Tressury
Internal Revenus Senace

4136

Credit for Federal Tax Pald on Fuels

{And Cradit for Purchase of Diesal-Powered Highvway Vehicles)

» See the Insiructions for Form 4134,
= Alach this form to your income tax retum.

OMS No. 1545-0162

1996

Attachmem
Sequence No. 23

Nama (a8 shdwn on your incoma tax refum) J
Steven S. Sends
Diesel-Powerad Highway Vehicle Credit
Caution: You cannot claim a credit on a diesei-powered vehicle that was purchased after August 20, 1996,

Taxpayer identification mumbaer

Si4 ~00 ~3F9Y

. b cren CAN
vebictes | Crectperenicle | (o, ST
1 Diesel-poweredcars . ., . . . . . . . 1 $102.00 §
2 Diesel-powered light trucks and vans . . . . | 2 / 198.00 /98 |~
Total diesel-powersd highway vehicle credit, Add lines 1and 2. columnie) . . . » | als /9% [~ | a1a

3
B0 Fuel Tax Credit

Caution: You cannot claim any amounts cn Form 4136 that you cisimed on Form 8349, Form 843, or Schedule C (Form 720).

4

Nontaxabie Use of Gascline

Off-highwary business use

Qallons

Amount of credit CAN

Use on a farm for farming purposes

Othar nontaxable ugs

o1

Nontaxable Use of Gasohol

(asohol containing at least 10% alcohol

Gallons

Amoum of credit CRAN

$.129

Gasohol containirg at least 7.7% alcohot but less than
10% alcobol

14142

Qasohol comaining at least 5.7% alcohol but less than
7.7% alcohol

.15222

nz

Nontaxable Use of Undyed Ciesel Fusl {Lines Sa,

Sales by Regisierad URimate Vendors of Undyed Diesal Fusl (Line 8d)

b, and ¢)

- I -

Claimant certifies that tha diesel fusl did not contain visible evidence of dys.
1# any of tha diessl fuel Inchuded in this claim did contain visible svidence of

, attach & detaled explanation and check here

a

Lines Sa, b, and ¢ Claimant has the name and address
of the person(s} who sold the dlesal fuel to the claimant
and tha date{s] of the purchase(s), and if exportad, the
raquired proof of export.

Heating oil

Gallons

Amount of credit

Off-highway businsas use

Other nontaxable use {axciuding use on a fam for
larrhing purpasas)

Claimant, o registersd ultimate vendor, soid diesel fuel for §

usa by the buyer on a farm for farming purposss, or to
stats or lacal government fur its exclusive use. Claimant
cbtained the required certificate from tha buyer and has
no reason to believe any of the iInformation in tha
cedtificats Is false.

3458

Form 4138 (1008
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Form 4138 {1998} Page 2
T Nontaxabls Use of Special Fusls
we | Rate Gaflona Amount of credit | CRN
a Spacial motor fuels (other than LPG or fuels used In intercity
or local buses) $.182
b Liquified petroloum gas {LPG) 183
304
¢ Special motor fuals used. in intercity or local buses A08
d Compressed natural gas (cradit rate per thousand cubic
feat) 4854 MCF
8 Nontaxable Use of Gasoline Used in Aviation
Gallons Amount of cradit CRN
a Used In commercial aviation {other than foreign trade) 307
b Other nontaxable use .183/.183"
9 Nontaxabie Use of Aviation Fuel (other than gasoline)
Type
of use | PEL® Galone Amount of credit CRN
AN
& Usad In commarcial aviation {other than foreign trade) 2475 310
& Other nontaxable use . 043/.2181
10 Gasochol Blenders
Parceniage of sicoheol in the gaschol Rate Gallorns of gasolire Amount of crecit CRN
Claimant bought gascline taxed at the full rate ($.183) and blendad
it with aizohol to0 make gaschol. The gasohol wan usad or soid for
use in & trads or business,
a At least 10% alcohal £.00967]
302
b At least 7.7% alcohol but lesa than 10% alcohol 02878
¢ Al least 5.7% alcohol but less than 7.7% alcohol .tmsJ
11 Use of Undyad Diesel Fusi—Train and intercity snd Local Sue
Claimant certifies that tha diesel fusl did not contain visible evidence of dys.
I any of tha disssl fual includad in this claim did contain visible svidence of dys, atiach a detaliad axplanation and check hers . O
Aste Gallons Amount of credit CRN
Claimant has the nams and addmess of the pemon(s) who sokd
the diesel fusl to the clamant and the date(s) of the purchase(s).
a Diessl-powered trains $.1875 305
b Certain intercity and local bussa A7
12 Tota fuel taxcrede. Add lnes 411 . . . . . . . . . . . . .. ...» |12[s/H458
Total Income Tax Credit
13 Total incoms tax credit claimed (add lines 3 and 12). Enter hare and on Form 1040, line 57 (also
check box b on line 57); Form 1120, line 32gc Form 1120-A, line 28g; chuzos.lmm.Fann / ﬁSé
1041, ine 24g: or the proper ine of otherrtuns . . . . . . . N . . . |13|$J)

* This rate applies after August 28, 1996. See the instructions on page 4.
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How To Get
More Information

.
N -

You can get help from the IRS in several ways.

Free publications and forms.To order free
publications and forms, call 1-800-TAX-
FORM (1-800-829-3676). You can also write
to the IRS Forms Distribution Center nearest
you. Check your income tax package for the
address. Your local library or post office also
may have the items you need.

For a list of free tax publications, order
Publication 910, Guide to Free Tax Services. It
also contains an index of tax topics and re-
lated publications and describes other free tax
information services available from IRS, in-
cluding tax education and assistance
programs.

If you have access to a personal computer
and modem, you also can get many forms and
publications electronically. See Quick and
Easy Access to Tax Help and Formsin your in-
come tax package for details. If space permit-
ted, this information is at the end of this
publication.

Tax Questions.You can call the IRS with your
tax questions. Check your income tax package
or telephone book for the local number, or you
can call 1-800-829-1040.

TTY/TDD equipment.If you have access to
TTY/TDD equipment, you can call 1-800—
829-4059 with your tax questions or to order
forms and publications. See your income tax
package for the hours of operation.
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