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Important Changes
Form 8849.  Use Form 8849, Claim for Refund
of Excise Taxes, to file refund claims.

Diesel fuel.  Only a registered ultimate vendor
that sells undyed diesel fuel for use on a farm
for farming purposes, or for the exclusive use
of a state or local government, is allowed to
claim a refund or credit of the excise tax on that
fuel. The purchaser cannot claim a refund or
credit for the tax on this fuel. If undyed diesel
fuel is used for either of these purposes, it can-
not be considered as being used for any other
nontaxable purpose.

No credit or refund is allowed for any use of
dyed diesel fuel.

Gasohol blending.  The credit or refund provi-
sion for gasoline used to produce gasohol is
scheduled to expire for gasohol sold or used
after September 30, 1995.

Electric vehicles.  A tax credit is available for
qualified electric vehicles. The credit applies to
vehicles used for personal or business pur-
poses. To claim the credit, you must complete
Form 8834, Qualified Electric Vehicle Credit,
and attach it to your return. For more informa-
tion, see the instructions for Form 8834 and
Chapter 15 in Publication 535, Business
Expenses.

Clean-fuel vehicles.  You are allowed a de-
duction from gross income for the cost of 
clean-fuel vehicle property (personal or busi-
ness use) and clean-fuel vehicle refueling



property (business use), subject to certain limi- either a credit or refund for aviation fuel used If doubt exists whether the owner, the ten-
tations. How you claim the deduction depends on a farm for farming purposes. ant, or the operator of the farm purchased the
on the use of the property. For more informa- fuel, determine who bore the cost of the fuel.
tion, see Chapter 15 in Publication 535. For example, if the owner of a farm and theDiesel fuel.  Only a registered ultimate vendor

tenant share the cost of the gasoline 50–50,that sells undyed diesel fuel for use on a farm
each can claim a credit for the tax on one-halffor farming purposes is allowed to claim a re-
of the fuel used. If you sell gasoline to a neigh-fund or credit of the excise tax on that fuel. TheIntroduction bor who uses it on a farm for farming purposes,purchaser cannot claim a refund or credit for
your neighbor may be able to claim the creditthe tax on this fuel.This publication discusses federal fuel tax
on the fuel. Your neighbor (not you) bore thecredits allowable on your 1994 income tax re- The credit or refund is allowed to the regis-

turn. It also explains when you may claim a cost of the fuel.tered ultimate vendor whether the undyed die-
quarterly refund of the fuel taxes during 1995, sel fuel is sold to the owner, tenant, or operator Diesel fuel.  If undyed diesel fuel is used
instead of waiting to claim a credit on your of the farm or some other person (such as a for any of the previously listed farm purposes,
1995 income tax return. custom harvester) for use on a farm for farm- the fuel cannot be considered as being used

Also covered in this publication is the credit ing purposes, discussed later. If undyed diesel for any other nontaxable purpose. The credit
or refund allowed to the original purchaser of a fuel is used on a farm for farming purposes, the or refund is allowed only to the registered ulti-
diesel-powered highway vehicle. This applies fuel cannot be considered as being used for mate vendor.
even if the vehicle is not used in a trade or any other nontaxable purpose. Custom application of fertilizer and pes-
business. No credit or refund is allowed for any use of ticide.  The use of fuel in the aerial or other ap-

dyed diesel fuel. plication of fertilizers, pesticides, or other sub-
Useful Items See How to buy diesel fuel tax free, in stances is a use of fuel on a farm for farming
You may want to see: Chapter 18 of Publication 225, Farmer’s Tax purposes. You as the owner, tenant, or opera-

Guide. tor, may claim the credit or refund (other than
Publication on diesel fuel). You may waive your right to the

claim and allow the applicator to make theFarm.  A farm includes livestock (including❏ 349 Federal Highway Use Tax on
claim. The applicator is treated as having usedfeed yards for fattening cattle), dairy, fish,Heavy Vehicles
the fuel on a farm for farming purposes.poultry, fruit, fur-bearing animals, truck farms,

❏ 510 Excise Taxes for 1995 Waiver.  To waive your right to the credit ororchards, plantations, ranches, nurseries,
refund, you must:ranges, and structures such as greenhouses

Form (and Instructions) used primarily for the raising of agricultural or 1) Execute in writing an irrevocable state-
❏ 4136 Credit for Federal Tax Paid on horticultural commodities. A fish farm is an ment that you knowingly give up your right

Fuels area where fish are grown or raised — not to the credit or refund.
merely caught or harvested. You must operate❏ 8849 Claim for Refund of Excise Taxes

2) Identify clearly the period that the waiverthe farm for profit. The farm must be located in
covers. The effective period of yourany of the 50 states or the District of Columbia.
waiver cannot extend beyond the last day

Ordering publications and forms.  To order of your tax year.Farming purposes.  You use fuel on a farmpublications and forms, call our toll-free tele-
for farming purposes if you use it: 3) Sign the waiver before the applicator filesphone number 1–800–829–3676 or write the

his or her claim. Once signed, you cannotIRS Forms Distribution Center nearest you. 1) To cultivate the soil, or to raise or harvest
revoke the waiver. You may authorize anCheck your income tax package for the any agricultural or horticultural
agent, such as a cooperative, to sign theaddress. commodity.
waiver for you.

2) To raise, shear, feed, care for, train orFree tax help.  You can get free tax help from 4) Keep a copy of the waiver for your recordsmanage livestock, bees, poultry, fur-bear-IRS throughout the year. Publication 910, Free and give a copy of the signed waiver toing animals, or wildlife.Tax Services, describes many of the free tax the applicator. Do not send this waiver to
information and services you can receive, in- 3) To operate, manage, conserve, improve, the Internal Revenue Service, unless re-
cluding telephone help. or maintain your farm, tools, or quested to do so.

equipment.
Telephone help.  You can call the IRS with The waiver may be a separate document or4) To handle, dry, pack, grade, or store any
your tax questions Monday through Friday it may appear on an invoice or another docu-raw agricultural or horticultural commod-during regular business hours. Check your ment from the applicator. If the waiver appearsity. For this use to qualify, you must havetelephone book for the local number or you on an invoice or other document, it must beproduced more than one-half of that com-can call toll-free 1–800–829–1040. printed in a section clearly set off from all othermodity which was so treated during the

material, and it must be printed in type suffi-tax year. Commodity means a single rawTelephone help for hearing-impaired per- ciently large to put you on notice that you areproduct. For example, apples andsons.  If you have access to TDD equipment, waiving your right to the claim or refund. In ad-peaches are two separate commodities.you can call 1–800–829–4059 with your tax dition, if the waiver appears as part of an in-
5) To plant, cultivate, care for, or cut trees, orquestions or to order forms and publications. voice or other document, it must be signed

to prepare (other than sawing into lumber,See your tax package for the hours of separately from any other item that requires
chipping or other milling) trees for market,operation.

your signature.
but only if the planting, etc., is incidental to

Sign a separate waiver for each tax year oryour farming operations. Your tree opera-
part of a tax year in which the fuel was used.tions will be incidental only if they are mi-
When the period covered by the waiver ex-Fuels Used in Farming nor in nature when compared to the total
tends beyond the applicator’s tax year, the ap-farming operations.You may be eligible to claim a credit or refund plicator must wait until the next tax year to

of excise taxes included in the price of fuel claim the portion for that period.
If any other person, such as a neighbor orused on a farm for farming purposes, if you are Fuel not used for farming.  You do notcustom operator, performs a service for any ofthe owner, tenant, or operator of a farm. You

use fuel for farming purposes when you use it:the purposes listed in (1) or (2) for you on yourmay claim only a credit for gasoline, special
• Off the farm, such as on the highway or infarm, you can claim the credit or refund for themotor fuel, and compressed natural gas used

noncommercial aviation, even if the fuel ison a farm for farming purposes. You may claim fuel (other than diesel fuel) so used.
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used in transporting livestock, feed, crops, Diesel fuel.  If undyed diesel fuel is used limited or impaired, you may take into ac-
or equipment; on a farm for farming purposes (discussed ear- count whether the vehicle may travel at

lier), or for the exclusive use of a state or local regular highway speeds, requires a spe-• For personal use, such as mowing the lawn;
government, the fuel cannot be considered as cial permit for highway use, or is over-

• In processing, packaging, freezing, or can- being used in an off-highway business use. weight, overheight, or overwidth for regu-
ning operations; or Only a registered ultimate vendor can claim a lar highway use.

credit or refund for this fuel. No credit or refund• In the processing of crude gum into gum
is allowed for any use of dyed diesel fuel.spirits of turpentine or gum resin, or in the Public highway.  A public highway in-

processing of maple sap into maple syrup or cludes any road in the United States that is not
maple sugar. Highway vehicle.  A highway vehicle includes a private roadway. This includes federal, state,

any self-propelled vehicle designed to carry a county, and city roads and streets.
load over public highways, whether or not also
designed to perform other functions. Exam- Registered.  A vehicle is considered regis-
ples of vehicles designed to carry a load over tered when it is registered or required to beFuels Used in Boats public highways are passenger automobiles, registered for highway use under the law of
motorcycles, buses, highway-type trucks, andYou may be eligible to claim a credit or refund any state, the District of Columbia, or any for-
truck tractors. It does not matter if:of excise tax included in the price of fuel if you eign country in which it is operated or situated.

use the fuel in a boat used in the fisheries or Any highway vehicle operated under a deal-1) The vehicle’s design allows it to perform a
whaling business. See Diesel fuel, later. er’s tag, license, or permit is considered regis-highway transportation function for only

Boats used in fishing include only water- tered. A highway vehicle is not considered reg-
a) A particular type of load, such as pas-craft used in taking, catching, processing, or istered solely because a special permit allows

sengers, furnishings, and personal ef-transporting fish, shellfish, or other aquatic life the vehicle to be operated at particular times
fects (as in a house, office, or utilityfor commercial purposes, such as selling or and under specified conditions.
trailer), orprocessing the catch, on a specific trip basis. It

includes boats used in both fresh and salt b) A special kind of cargo, goods, sup- Fuel used for power take-offs.  You cannot
water fisheries. It does not include watercraft plies, or materials, or take a credit or refund for fuel used in the pro-
used for both sports fishing and commercial pulsion motor of a highway vehicle even2) Machinery or equipment is designed (andfishing. though that motor also operates special equip-permanently mounted) to perform some

Example.  Harry Sims owns a gasoline- ment by a power take-off or power transfer. Itoff-highway task unrelated to highway
powered fishing boat. On the same trip, Harry does not matter if the special equipment istransportation except as discussed next.
used his boat for marlin sport fishing and for mounted on your vehicle.
catching tuna. Harry’s boat is not engaged in

Vehicles not considered highway vehi- Example 1.  Frank owns a registered con-commercial fishing on that trip. Harry cannot
cles.  Generally, the following kinds of vehicles crete-mixer truck. The truck’s motor operatesclaim a credit or refund for the gasoline used
are not considered highway vehicles: both the engine and the mixing unit by a poweron that trip.

take-off. Frank cannot take a credit or refund1) Specially designed mobile machinery for
for the fuel used in the motor to run the mixer.nontransportation functions. A self-pro-Aircraft.  Fuel used in aircraft to locate fish is

Example 2.  Velma owns and operates apelled vehicle is not a highway vehicle if itnot fuel used in commercial fishing.
registered fuel-oil delivery truck. The truck’sconsists of a chassis that—
motor powers the pump that discharges theDiesel fuel.  You may be eligible to claim a • Has permanently mounted to it machin-
fuel into her customer’s storage tanks. Shecredit or refund of the tax on undyed diesel fuel ery or equipment used to perform certain
cannot take a credit or refund for the fuel usedif you use the fuel in a boat in the active con- operations (construction, manufacturing,
in the motor to operate the pump.duct of: drilling, mining, timbering, processing,

Separate motor.  The fuel you use in a• A trade or business of commercial fishing or farming, or similar operations) if the op-
separate motor to operate special equipment,transporting persons or property for com- eration of the machinery or equipment is
such as a refrigeration unit, pump, generator,pensation or hire, or unrelated to transportation on or off the
or mixing unit, may qualify for a credit or a re-public highways,• Any other trade or business, unless the boat fund. If you draw fuel from the same tank to op-

is used predominantly for entertainment, • Has been specially designed to serve erate both of the motors, you must figure the
amusement, or recreation. only as a mobile carriage and mount for quantity used in the separate motor operating

the machinery or equipment, whether or the special equipment. You may make a rea-
not the machinery or equipment is in op- sonable estimate based on your operating ex-
eration, and perience and supported by your records.

You can use devices that measure the• Because of its special design, could not,Fuels Used in Off-
miles the vehicle has traveled (such aswithout substantial structural modifica-
hubometers) to figure the gallons of fuel usedHighway Business Use tion, be used as part of a vehicle de-
to propel the vehicle. Add to this amount thesigned to carry any other load.You may be eligible to claim a credit or refund
fuel consumed while idling or warming up theof excise tax included in the price of fuel if you 2) Vehicles designed for off-highway trans- motor before propelling the vehicle. The differ-used the fuel in an off-highway business use. portation. A self-propelled vehicle is not a
ence between your total fuel used and the fuel

highway vehicle if—
used to propel the vehicle is the fuel used inOff-highway business use.  This is any use • The vehicle is designed primarily to carry the separate motor.of fuel in a trade or business or in any income- a specific kind of load other than over the Example.  Sara owns a refrigerated truck.producing activity. The use must not be in a public highway for certain operations It has a separate motor for the refrigerationhighway vehicle registered for use on public (construction, manufacturing, mining, unit. The same gasoline tank supplies bothhighways. Off-highway use includes any use processing, farming, drilling, timbering, motors. Using the truck’s hubometer, Saraof a vehicle owned by the United States, or similar operations), and figures that 70% of the gasoline was used towhether or not registered for highway use, that

• The vehicle’s use of carrying this load propel the truck. Therefore, she qualifies for ais not used on public highways during the pe-
over public highways is substantially lim- credit or refund on 30% of the gasoline deter-riod covered by the claim. It does not include
ited or impaired because of its design. To mined to be used in an off-highway businessany use in a motorboat, except as explained in
determine if the vehicle is substantially use.Fuels Used in Boats.
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Fuel lost or destroyed.  You cannot treat fuel 2) Nonscheduled (charter) operations if the the full rate only for the fuel used in buses on
lost or destroyed through spillage, fire, or other seating capacity of the bus is at least 20 the subsidized intracity routes.
casualty as fuel used in an off-highway busi- adults, not including the driver. However,
ness use. vans and similar vehicles used for van-

pooling or taxi service do not qualify. Gasoline Examples.  Off-highway business use in a
Available to the general public means thattrade or business or income-producing activity Uses of gasoline for which credit or refund may

you offer service to more than a limited num-includes fuels used: be allowable:
ber of persons or organizations. If a bus opera- Credit Only:1) In stationary machines such as genera-
tor normally provides charter operations Use on a farm for farming purposestors, compressors, power saws, and simi-
through travel agencies, but has buses availa- Credit or Refund:lar equipment;
ble for chartering by the general public, this • Off-highway business use2) For cleaning purposes; service is available to the general public. A bus

• Use in a vessel in the fisheries or whalingdoes not qualify when its operator uses it to3) In forklift trucks and bulldozers; and
businessprovide exclusive services to only one person,4) In vehicles operating off the highway in

group, or organization. • Use in intercity, local, or school busesconstruction, mining, or timbering activi-
A credit or refund is allowed for the full • Exclusive use of state and localties, if the vehicles are neither registered

amount of excise tax paid on gasoline used in governmentsnor required to be registered.
these buses. No credit or refund is allowed for

• Exclusive use of nonprofit educationalthe ‘‘back-up’’ tax on dyed diesel fuel. ForGenerally, it does not include nonbusiness, organizationsother fuels, the credit or refund is reduced byoff-highway use of fuel such as use by
• Export, including shipment to a possession7.4 cents per gallon, unless the use is in aminibikes, snowmobiles, power lawn mowers,

of the U.S.qualified local bus (discussed later).chain saws, and other yard equipment.
• Supplies for vesselsExample.  Joanna owns a landscaping School buses.  Fuel is used in a school bus
• Blendstocks not used to produce gasolinebusiness. She uses power lawn mowers and when the bus is used in transporting students

chain saws in her business. The gasoline used or school employees. A school is an educa-
Gasoline  includes all products commonly orin the power lawn mowers and chain saws tional organization with a regular faculty and
commercially known or sold as gasoline thatqualifies as fuel used in an off-highway busi- curriculum. It has a regularly enrolled body of
are suitable for use as a motor fuel with an oc-ness use. She can claim a credit or refund of students who attend the place where the edu-
tane rating of 75 or more. It includes gasolinethe excise tax included in the price of the gaso- cational activities occur.
blendstocks that are discussed in Publicationline that she used in her business. The gaso- A credit or refund is allowed for the full
510.line used in her personal lawn mower at home amount of excise tax paid on fuels used in

Gasohol.  Gasohol used for any of thedoes not qualify for the credit or refund. these buses.
above purposes may qualify for a credit or re-
fund. The tax paid and the credit or refund de-Qualified local bus.  Fuel is used in a quali-
pend on the type of gasohol, as discussedfied local bus when the bus:Fuels Used in Buses later under Gasohol Blending.

1) Furnishes (for compensation) intracity
You may be eligible to claim a credit or refund passenger land transportation available to State or local government  means any state,of excise tax included in the price of fuel if you the general public, any political subdivision thereof, or the Districtuse the fuel in certain buses. The fuel used

2) Operates along scheduled, regular of Columbia. For credit or refund purposes,while the bus is engaged in providing the type
routes, you treat an Indian tribal government as aof transportation discussed here may qualify

state only if a transaction involves the exercisefor a credit or refund. 3) Has a seating capacity of at least 20
of an essential tribal government function.adults (excluding the driver), and

Diesel fuel.  Undyed diesel fuel used in a bus 4) Is under contract with or receiving more Nonprofit educational organization  meansengaged in providing the type of transportation than a nominal subsidy from any state or an organization that is exempt from income taxdiscussed in this section qualifies for a credit local government to furnish such under section 501(a) of the Internal Revenueor refund. However, if the fuel was used by a transportation. Code that meets the following tests:state or local government for its exclusive use,
the fuel cannot be considered as being used 1) It has a regular faculty and curriculum.A credit or refund is allowed for the full
for any other nontaxable purpose. Only a reg- amount of excise tax paid on fuels used in 2) It has a regularly enrolled body of stu-
istered ultimate vendor can claim a credit or re- these buses. This discussion does not apply to dents who attend the place where the in-
fund for  fuel  used by a state or  local gasoline (see Intercity or local buses, earlier). struction normally occurs.
government. Intracity passenger land transportation

No credit or refund is allowed for any use of means the land transportation of passengers A nonprofit educational organization also
dyed diesel fuel. Dyed diesel fuel is purchased between points located within the same metro- includes a school operated by a church or
tax free. However, a ‘‘back-up’’ tax of 7.4 cents politan area. It includes transportation along other organization described in section
a gallon applies when you put dyed diesel fuel routes that cross state, city, or county bounda- 501(c)(3) that meets the above tests.
in the tank of an intercity or local bus, dis- ries if such routes remain within the metropoli-
cussed next. For information on the ‘‘back-up’’ tan area. Supplies for vessels  include fuel supplies,
tax, see Publication 510. Under contract.  A bus is under contract ships’ stores, and sea stores of vessels of war

with a state or local government only if the con- of the United States or any foreign nation, ves-
Intercity or local buses.  Fuel is used in an in- tract imposes a bona fide obligation on the op- sels engaged in the fisheries or whaling busi-
tercity or local bus when the bus is used to fur- erator of the bus to furnish the transportation to ness, or vessels engaged in foreign trade or
nish (for compensation) passenger land trans- which the contract relates. A subsidy is more trade between the Atlantic and Pacific ports of
portation that is available to the general public. than nominal if it is reasonably expected to ex- the United States or between the United
Furnishing passenger land transportation ceed an amount equal to 3 cents multiplied by States and any of its possessions.
includes: the number of gallons of fuel used in buses on
1) Scheduled transportation service along subsidized routes. Amount of credit or refund.  For the applica-

regular routes regardless of the size of the A company that operates its buses along ble rate to use for gasoline, see Form 4136 at
bus, and subsidized and unsubsidized routes may claim the end of this publication. For gasohol used
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for nontaxable purposes, see the rates on line add the metered gallons to a tank already con- to a special address at the same IRS Service
taining more than 0.5% of its capacity in a liq- Center at which you file your tax returns. See5 of Form 4136.
uid (other than gasohol), you must include the the instructions for Form 8849 for the special
amount of alcohol and non-alcohol fuel con- addresses that must be used.
tained in that liquid in determining the volume If the IRS does not pay a proper claim forGasohol Blending of alcohol in that batch. refund filed under these procedures within 20

days, the IRS will pay interest on the refund.Example 1.  John uses an empty 8,000Blenders of gasohol who buy gasoline at a
Content of claim.  For gasohol producedgallon tank to blend alcohol and gasoline. Hisprice that includes the full amount of the excise

after 1994, include the following informationdelivery tickets show that he blended Batch 1tax and use the gasoline to produce gasohol
for a claim for refund or credit for each batch ofusing 7,200 metered gallons of gasoline andmay be eligible for a credit or refund of part of
gasohol.800 metered gallons of alcohol. John dividesthe tax. This gasohol must be sold or used in

the gallons of alcohol (800) by the total gallons 1) Your registration number, if you are a reg-your trade or business. The amount you may
of alcohol and gasoline delivered (8,000). istered gasohol blender,claim is based on each gallon of gasoline used
Batch 1 qualifies as 10% gasohol.to make gasohol. You cannot take a refund or 2) The name, address, and employer identi-

credit if you purchased the gasoline at a re- Example 2.  John blends Batch 2 in an fication number of the person that sold
duced rate. empty tank. According to his delivery tickets, you the gasoline,

he blended 7,220 gallons of gasoline and 780 3) The date and location of the purchase of
Caution.  The credit or refund provision for gallons of alcohol. Because Batch 2 contains the gasoline,
gasoline used to produce gasohol is sched- only 9.75% alcohol (780 ÷ 8,000), it qualifies

4) The number of gallons of gasoline,uled to expire for gasohol sold or used after as 7.7% gasohol.
September 30, 1995. 5) The name, address, and employer identi-Batches containing at least 9.8% alco-

fication number of the person that soldhol.  If a mixture contains at least 9.8%, but
Gasohol.  Gasohol is a blend of gasoline and you the alcohol,less than 10%, alcohol, part of the mixture is
alcohol that satisfies the alcohol requirement considered to be 10% gasohol. To figure that 6) The date and location of the purchase of
immediately after the mixture is blended. It in- part, multiply the number of gallons of alcohol the alcohol,
cludes blends made with ethanol and metha- in the mixture by 10. The other part of the mix-

7) The number of gallons and type ofnol. Gasohol does not include blends made ture is excess liquid on which no credit or re-
alcohol,with alcohol produced from petroleum, natural fund is allowed. Reduce the total gallons of

gas, coal (including peat), a derivative or prod- 8) The printed or typed name and the tele-gasoline by the amount of excess liquid to de-
uct of any of these items, or alcohol that is less phone number of the individual signingtermine the amount of gasoline used to pro-
than 190 proof. Methanol produced from meth- the claim, andduce the 10% gasohol. This provision is based
ane gas formed in waste disposal sites is not on proposed regulations which you can rely on 9) For a claim for refund, a copy of the in-
‘‘alcohol produced from natural gas.’’ until final regulations are issued. voice or other record of sale relating to

A product is treated as alcohol if it is pro- Example.  John uses an empty 8,000 gal- each purchase of alcohol.
duced from qualifying alcohol that is chemi- lon tank to blend gasoline and alcohol. The de-
cally transformed in producing that product so livery tickets show that he blended 7,205 me-
that the alcohol is no longer present as a sepa- tered gallons of gasoline and 795 metered
rate chemical and there is no significant loss in gallons of alcohol. He purchased the gasoline
the energy content of the alcohol. For exam- Gasoline Used inat a price that included the full amount of the
ple, ethyl tertiary butyl ether (ETBE) is treated excise tax. The batch contains 9.9375% alco- Aircraft as alcohol if qualifying alcohol is used to pro- hol (795 ÷ 8,000). John determines that 7,950
duce ETBE and there is no significant loss in Uses of gasoline in aircraft for which credit orgallons (10 × 795) of the mixture qualifies as
the energy content of the alcohol. This provi- refund may be allowable:10% gasohol. The other 50 gallons is excess
sion is based on proposed regulations which Credit Only:liquid. John reduces the amount of gasoline
you can rely on until final regulations are On a farm for farming purposes(7,205 gallons) by the excess liquid (50 gal-
issued. Credit or Refund:lons) to determine the amount of gasoline

used to produce the 10% gasohol. He can • Commercial aviation
Alcohol requirement.  To qualify as gasohol claim a refund or credit for part of the excise

• Supplies for aircraftthe mixture must contain a specific amount of tax paid on 7,155 gallons of gasoline. He can-
alcohol by volume (without rounding). The • Exclusive use of state and localnot claim a refund or credit on the 50 gallons of
amount of credit or refund depends on the type governmentsexcess liquid.
of gasohol you blend. The types of gasohol • Exclusive use of nonprofit educational
are: Amount of credit or refund.  For the applica- organizations

ble rate to use, see line 10 of Form 4136 at the• 10% gasohol. This is a mixture that con- • Aircraft museums and certain helicopters
end of this publication.tains at least 10% alcohol. (See Batches

containing at least 9.8% alcohol, later.) Commercial aviation  is any use of an aircraft
Expedited refund procedure.  A special pro- in the business of transporting persons or• 7.7% gasohol. This is a mixture that con-
cedure applies for claiming a refund of part of property by air for pay. However, commercialtains at least 7.7%, but less than 9.8%,
the excise tax included in the price of the gaso- aviation does not include:alcohol.
line used for blending into gasohol. Gasohol

1) Any use of an aircraft that has a maximum• 5.7% gasohol. This is a mixture that con- blenders may file Form 8849 to claim a refund
certificated takeoff weight of 6,000tains at least 5.7%, but less than 7.7%, of the excise tax on gasoline so used for any
pounds or less unless the aircraft is oper-alcohol. period for which the claim is $200 or more and
ated on an established line, orthe period is not less than one week. No claim

You figure alcohol content on a batch-by- 2) An aircraft owned or leased by a memberunder this procedure will be allowed unless
batch basis. If you splash blend a batch in an of an affiliated group and unavailable forfiled by the end of the first quarter following the
empty tank, you figure the volume of alcohol hire by nonmembers of the group.earliest quarter included in the claim.
(without adjustment for temperature) by divid- If you qualify and file for the special refund
ing the metered gallons of alcohol by the total procedure, write ‘‘GASOHOL CLAIM’’ at the Supplies for aircraft  include gasoline used in
metered gallons of alcohol and gasoline as top of Form 8849 and on the envelope you civil aircraft employed in foreign trade or trade
shown on each delivery ticket. However, if you send to the IRS. You must mail the Form 8849 between the U.S. and any of its possessions.
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Supplies for aircraft also include gasoline used • Export, including shipment to a possession No tax is imposed on CNG sold for use, or
in aircraft owned by the U.S. or by any foreign of the U.S. used in school buses or qualified local buses,
nation and constituting a part of their armed discussed earlier.• Supplies for vessels
forces.

• Exclusive use of state and local Motor vehicle.  For this purpose, motor vehi-
governments cle has the same meaning as given underAircraft museums.  An aircraft museum is an

Special Motor Fuels, earlier.• Exclusive use of nonprofit educationalorganization that is:
organizations

1) Exempt from income tax as an organiza- Amount of credit or refund.  For the applica-• Aircraft museumstion described in section 501(c)(3) of the ble rate to use, see Form 4136 at the end of
Code; this publication.Special motor fuels  include such products as

2) Operated as a museum under a state (or benzol, benzene, naphtha, liquefied petroleum
District of Columbia) charter; and gas, casing head and natural gasoline, and

3) Operated exclusively for acquiring, exhib- any other liquid other than gasoline, diesel Diesel Fuel 
iting, and caring for aircraft of the type fuel, kerosene, gas oil, or fuel oil. However,

No credit or refund is allowed for any use ofused for combat or transport in World War you treat products called kerosene, gas oil, or
dyed diesel fuel. Dyed diesel fuel is purchasedII. fuel oil that do not fall within certain specifica-
tax free.tions as special motor fuel.

A credit or refund is allowed for undyedThe credit or refund applies to fuel used in
diesel fuel used for a nontaxable purpose.Motor vehicle.  A motor vehicle includes allan aircraft or vehicle (such as a ground servic-

Uses for which credit or refund may betypes of vehicles (whether or not you registering vehicle for aircraft) owned by the museum
allowable:or are required to register the vehicle for high-and used exclusively for the purposes in item

way use) that are: • On a farm for farming purposes (see Claims(3).
by vendors)1) Propelled by motor, and

Certain helicopter uses.  Gasoline used in a • Off-highway business use2) Designed for carrying or towing loadshelicopter for:
• Use as heating oilfrom one place to another, regardless of

• Transporting individuals, equipment, or sup- the type of load or material carried or • Use other than as a fuel in the propulsion
plies in the exploration for, or the develop- towed. engine of a diesel-powered highway vehicle,
ment or removal of, hard minerals, oil, or train, or boat, such as use in stationary
gas, Motor vehicles do not include any vehicle motors

that moves exclusively on rails, or any of the• Planting, cultivating, cutting, transporting, or • Use in intercity, local, or school busesfollowing:caring for, trees (including logging opera-
• Exclusive use of state and local govern-tions), or Farm tractors Trench diggers ments (see Claims by vendors)

Power shovels Bulldozers• Providing transportation for emergency
• Exclusive use of nonprofit educational

Road graders Road rollersmedical services.
organizations

Similar equipment that does not carry or tow a load
• Exclusive use of American Red CrossYou are eligible for a credit or refund only if

the helicopter does not take off from, or land • Export, including shipment to a possessionAmount of credit or refund.  For the applica-
at, a facility eligible for assistance under the of the U.S.ble rate to use, see Form 4136 at the end of
Airport and Airway Development Act of 1970, • Use in a diesel-powered trainthis publication.
or otherwise uses services provided under the

• Vehicle use by aircraft museumsAirport and Airway Improvement Act of 1982
during that use.

Uses in boats.  You can claim a credit orCompressed Natural refund of the excise tax on undyed diesel fuel ifGasohol used in noncommercial aviation.
you use the fuel in a boat in the active conductGas You may claim a credit or refund for part of the
of:tax paid on gasohol used as a fuel in noncom- Excise tax is imposed on compressed natural
• A trade or business of commercial fishing ormercial aviation. Noncommercial aviation is gas (CNG) sold for use, or used as a fuel in a

transporting persons or property for com-any use of an aircraft other than for commer- motor vehicle or motorboat.
pensation or hire, orcial aviation (defined earlier). Uses of CNG for which credit or refund may

• Any other trade or business, unless the boatbe allowable:
Amount of credit or refund.  For the applica- is used predominantly for entertainment,Credit only:
ble rate to use, see Form 4136 at the end of amusement, or recreation.On a farm for farming purposes
this publication. Credit or Refund:

Diesel fuel  is any liquid (other than gasoline)• Any use other than as a fuel for the propul-
that is suitable for use as a fuel in a diesel-sion of a motor vehicle or motorboat
powered highway vehicle, train, or boat.

• Off-highway business useSpecial Motor Fuels 
• Use in the fisheries or whaling business Claims by vendors.   A registered ultimateUses of special motor fuels for which credit or

vendor that sells undyed diesel fuel for use onrefund may be allowable: • Use in intercity or local buses
a farm for farming purposes, or for use by aCredit Only: • Export, including shipment to a possession state or local government, is the only personOn a farm for farming purposes of the U.S. allowed to claim a refund or credit of the exciseCredit or Refund:

• Supplies for vessels tax included in the price paid by the vendor for
• Any use other than as a fuel for the propul- that fuel. Fuel used for these purposes cannot• Exclusive use of state and localsion of a motor vehicle or motorboat be considered as being used for any othergovernments

qualifying purpose.• Off-highway business use
• Exclusive use of nonprofit educational The vendor must not have included the tax

• Use in the fisheries or whaling business organizations in the price of the fuel sold for these uses. See
• Use in intercity, local, or school buses • Aircraft museums Special rule for vendors, later.
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The buyers of fuel used for these purposes Qualified diesel-powered highway vehicle. verify the amount you claimed. No special form
cannot claim a credit or refund of the tax on is required, but the records should establish:A qualified diesel-powered highway vehicle is
this fuel. one that: 1) The number of gallons purchased and

used during the period covered by your1) Has at least four wheels;
Amount of credit or refund.  For the applica- claim;2) Has a gross vehicle weight rating ofble rate to use, see Form 4136 at the end of

2) The dates of the purchases;10,000 pounds or less; andthis publication.
3) The names and addresses of suppliers3) Is registered for highway use in the United

and amounts purchased from each in theStates under the laws of any state.
period covered by your claim;Aviation Fuel Amount of credit or refund.  You can claim a 4) The purpose for which you purchased and

credit or refund of $102 for a car and $198 for aUses of aviation fuel for which credit or refund used the fuel; and
light truck or van. A van is a vehicle with nomay be allowable: 5) The number of gallons used for each
body sections protruding more than 30 inches• Use other than as a fuel in an aircraft purpose.
ahead of the leading edge of the windshield.

• Commercial aviation Basis reduction.  Reduce the basis of any It is important that your records show sepa-
qualified diesel-powered highway vehicle by• On a farm for farming purposes rately the number of gallons used for a pur-
the credit or refund payable for such vehicle. pose that qualifies as a claim.• Aircraft museums and certain helicopters Consider the basis reduction to occur on the
date of purchase.• Exclusive use of state and local Diesel fuel.  For undyed diesel fuel, each

governments claim (other than by a vendor, discussed later)
How to claim a credit.  You claim the credit for credit or refund must contain the following• Exclusive use of nonprofit educational
for the purchase of a qualified diesel-powered information on the diesel fuel covered by theorganizations
vehicle on Form 4136. Complete Part I and claim.• Export, including shipment to a possession Part III and attach Form 4136 to your income

1) The name, address, telephone number,of the U.S. tax return.
and taxpayer identification number of theIf you are not required to file an income tax
person that sold you the fuel,Aviation fuel  is any liquid, other than gasoline return, you should do so to take advantage of

or diesel fuel, that is suitable for use as fuel in this refundable credit. If you do not file a return, 2) A statement (which may be on the in-
an aircraft. you cannot claim the credit. Do not claim a voice) by the person that sold you the fuel

credit for any tax for which you have filed a re- that such diesel fuel did not contain visible
fund claim.Amount of credit or refund.  For the applica- evidence of dye,

ble rate to use, see Form 4136 at the end of 3) The date of each purchase,
this publication. How to claim a refund.  You may be eligible

4) The number of gallons of diesel fuel cov-to use Form 8849 to claim the refund available
ered by the claim,to you as the original purchaser of a qualifying

diesel-powered highway vehicle. Use Form 5) A statement by you that such diesel fuelDiesel-Powered 8849 only if you qualify to file a quarterly re- did not contain visible evidence of dye,
fund claim, as discussed under Claiming a Re- andHighway Vehicles 
fund, later.

6) The purpose (by specific category) forIf you buy a qualified diesel-powered car, van,
which the fuel was used.or light truck, you may be eligible for a one-

time credit or refund. You can purchase the ve-
If the diesel fuel was exported, you should in-How to Claim a Credit orhicle for either business or personal use. You
clude proof of exportation.generally claim the credit on the tax return for Refund Special rule for vendors.  A registered ul-the year of purchase. However, if you can
timate vendor that sells undyed diesel fuel forclaim a refund for excise taxes, you may be This part tells you when and how to make a
use on a farm for farming purposes, or for useable to use Form 8849 to claim a refund for the claim for credit or refund of excise taxes in-
by a state or local government, is the only per-purchase of a vehicle. See How to claim a re- cluded in the price of fuels you use for nontax-
son allowed to claim a refund or credit of thefund, later. able purposes. These rules also apply to the
excise tax included in the price paid by the

credit or refund available to the original pur-
vendor for that fuel. The buyers of the fuel can-

chaser of a qualifying diesel-powered highwayOriginal purchaser.  You must be the original not claim a credit or refund of the tax on this
vehicle.purchaser to be eligible for the refund or credit. fuel.

An original purchaser is the first person to buy The claim by a registered vendor must con-
a new qualified diesel-powered vehicle for use Taxpayer identification number.  In order to tain the following information:
other than resale. Treat the lease or rental of a file a claim for credit or refund, you MUST have

1) A copy of the vendor’s letter of registrationvehicle as a use other than resale. a taxpayer identification number —either a so-
or, if applicable, certificate of registration,If you buy and register a qualified diesel- cial security number (SSN) or an employer

powered vehicle subject to a lien (even if the identification number (EIN). If you normally 2) The name, address, telephone number,
lien-holder holds title to the vehicle), you can only file a U.S. individual income tax return and employer identification number of the
claim the credit or refund. (such as Form 1040), use your SSN. You ob- person that sold the diesel fuel to the

tain a social security number by filing FormThe following do not qualify as original vendor,
SS–5, Application for a Social Security Card.purchasers:

3) The date of each purchase,
If you operate a business, use your EIN. To1) State and local governments, 4) The name, address, telephone number,obtain an EIN, complete Form SS–4, Applica-

2) Nonprofit educational organizations, and taxpayer identification number oftion for Employer Identification Number. The
each person (farmer, custom harvester,instructions tell you how and where to file Form3) Dealers who use the vehicle as a demon-
or governmental unit) that bought the die-SS–4.strator vehicle. However, the first person
sel fuel from the vendor,to buy the demonstrator vehicle for use

Records.   Keep at your principal place of bus-other than resale qualifies as the vehicle’s 5) The number of gallons of diesel fuel sold
iness all records needed to enable the IRS tooriginal purchaser. to each such person,
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6) The number of gallons of diesel fuel cov- Farmers’ Cooperative Association Income Tax 3) At least $750 for undyed diesel fueland
ered by the claim, Return, it uses line 32g to claim the credit. aviation fuel used for a qualifying pur-

Trusts.  Trusts required to file Form 1041, pose listed in the discussions on those fu-7) A statement that such diesel fuel did not
U.S. Fiduciary Income Tax Return, use line els. This does not apply to undyed dieselcontain visible evidence of dye,
24g to claim the credit. fuel used on a farm for farming purposes,

8) A statement that the excise tax was not in- used by a state or local government, or in-
cluded in the price of the diesel fuel sold cluded in item (2).Claiming a Refund by the vendor and was not collected from

You may be eligible to claim a refund duringthe buyer, and These quarterly amount requirements apply to
1995 rather than waiting until you file your

the first three quarters of your tax year. You9) A statement that the vendor has an 1995 income tax return to claim a credit. How-
must meet the requirement for each categoryunexpired certificate from the buyer and ever, you cannot claim a refund for excise tax
for which you are making a refund claim. Gen-does not know that any information in the on gasoline, special motor fuel, and com-
erally, you cannot claim a refund if you do notcertificate is false. pressed natural gas you use on your farm for
meet the requirement for the quarter. To claimfarming purposes.
the amount, you must file a claim for credit onA registered vendor can claim a refund of
Form 4136.the tax for such fuel sold for any period for Form 8849.  Use Form 8849 to file a claim for

If you do not meet the quarterly amount (atwhich the claim is $200 or more and the period refund. Fill out the appropriate lines and follow
least $750) for the third category, you carry theis not less than one week. No claim for refund the line instructions for additional information
amount to the next quarter to determine if youwill be allowed unless filed by the end of the you need to include with your claim for refund.
can claim at least $750 for that quarter.first quarter following the earliest quarter in- If there is no line for the refund you are claim-

cluded in the claim. The IRS will pay interest Fourth quarter claims.  You cannot file aing, include a statement with Form 8849
on properly filed claims that are not paid within quarterly claim for refund for the fourth quartershowing:
20 days. See the Form 8849 instructions for of your tax year. You file claims for the fourth

1) The total number of gallons (you usedthe procedures for claiming the refund and the quarter as a credit on your income tax return.
during the period covered by your claim)special addresses to use when filing a claim.
multiplied by the appropriate rate of tax; Note.  Special rules apply to refund claims

filed by gasohol blenders and registered ulti-2) The purpose or purposes (for example,Claiming a Credit 
mate vendors of undyed diesel fuel, as dis-off-highway business use) for which you

You make a claim for credit on Form 4136 and
used the fuels; cussed earlier. See the Form 8849 instructions

attach it to your income tax return. Do not claim
for more information.3) The amount of fuel used for each purposea credit for any tax for which you have filed a

(a list of uses by general categories willrefund claim.
do); and When.  You must file a quarterly claim by the

last day of the quarter following the end of theWhen.  You can claim a fuel tax credit on your 4) The Internal Revenue Service Center
quarter for which the claim is being filed. If youincome tax return for the year you used the fu- where you filed your last income tax re-
file your claim late, you are not allowed a re-els. Also, you may make a fuel tax claim on an turn (if applicable).
fund. Instead, you add the disallowed refundamended return for that year filed within the
amount to any claim for credit and claim it ontime prescribed by law. Ordinarily, you must If you file Form 720, you can use Schedule
your income tax return, as explained earlier.file an amended return by the later of 3 years C (Form 720) to file your claims, rather than

from the date you filed your original income tax You file Form 8849 in the same name andForm 8849. You must still meet the quarterly
return or within 2 years from the time you paid with the same Internal Revenue Serviceamount requirements (discussed next).
the income tax. A return filed early is consid- Center where you filed your latest income tax
ered to have been filed on the due date. return, if you do not file an excise tax return. AQuarterly amount requirements.  You can

partnership files a claim for refund in the namefile a quarterly refund claim of any of the first
of the partnership, and one of the partnersHow to claim a credit.  How you claim a credit three quarters of your tax year for which you
must sign it. A corporation files the claim in thedepends on whether you are an individual, qualify. To qualify for a quarterly refund, you
name of the corporation and one of its officerspartnership, corporation, S corporation, or must claim the following amounts for fuel used
must sign it.farmers’ cooperative. during the quarter:

Individuals.  You claim the credit on line Exempt organizations with unrelated
1) At least $1,000 for gasoline used for a59 of Form 1040. Check box b on line 59. If you business income.  If the exempt organization

qualifying purpose (other than use on awould not otherwise have to file an income tax is required to file Form 990–T, Exempt Organi-
farm for farming purposes) listed underreturn, you must do so to get a fuel tax credit. zation Business Income Tax Return, then use
Gasoline and Gasoline used in Aircraft.See the instructions for Form 1040. these same procedures for claiming a refund.
Blendstocks are included under item (2).Partnerships.  The partnership itself can-

not claim the credit on Form 1065, U.S. Part- 2) At least $1,000 for: Users not subject to income tax.  The follow-
nership Return of Income. The partnership ing can file a yearly claim for refund:a) Special motor fuels and compressed
must attach a statement to Form 1065 show- natural gas used for a qualifying pur- 1) A department, agency, or instrumentalitying the number of gallons allocated to each pose (other than use on a farm for farm- of the United States;partner and the applicable tax rate. Each part- ing purposes) listed in the discussions

2) A state (including an Indian tribal govern-ner claims the credit on his or her income tax on those fuels,
ment), county, city, or other subdivision ofreturn for his or her share of the fuel used by

b) Gasoline blendstocks not used to pro- a state;the partnership.
duce gasoline,Corporations.  To claim the credit, corpo- 3) An agency or instrumentality of one or

rations use either line 32g of Form 1120, U.S. c) Undyed diesel fuel used in intercity more states, counties, cities, etc.; and
Corporation Income Tax Return, or line 28g of and local buses discussed under Fuels

4) An organization granted an exemptionForm 1120–A, U.S. Corporation Short-Form Used in Buses,
from the income tax, and not required toIncome Tax Return.

d) Gasohol used in noncommercial avi- file an income tax return. (Aircraft muse-S corporations.  To claim the credit, S cor-
ation, and ums are in this category.)porations use line 23c of Form 1120S, U.S. In-

come Tax Return for an S Corporation. e) The refund available to the original pur-
If at the close of your tax year, you are eligi-Farmers’ cooperative associations.  If chaser of a diesel-powered highway

ble for an amount for which you have not filedthe cooperative is required to file Form 990–C, vehicle.
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quarterly claims (including your fourth quar- Ed claimed the $110 of excise tax paid on the
ter), you can file an annual refund claim for gasoline as a credit. Ed reports the $110 as Alcohol Fuels Credit 
these amounts within the time allowed for filing additional income on his 1995 Schedule F.

If you sell or use alcohol as a fuel, you may bea claim for refund of overpayment of income Example 2.  March Corporation uses the
eligible for an income tax credit. The credit ap-tax. calendar year as its tax year. For 1994, the
plies both to straight alcohol and to certain al-For these users, a tax year is the 12–month corporation claimed the following amounts for
cohol mixtures.period normally used to keep financial records. gasoline excise tax included in the gasoline it

Alcohol covered by the credit includesIf the user has no regularly established tax used each quarter:
methanol and ethanol. But it does not includeyear, then the tax year will be the calendar
alcohol produced from petroleum, natural gas,year.
or coal (including peat), alcohol with a proof ofFile the claim for refund on Form 8849 in January 1 through March 31 $1,500
less than 150, or ethanol produced as a by-the name of the Government, agency, or in-

April 1 through June 30 1,200 product from manufacturing ethylcellulose de-strumentality, or the exempt organization. The
rived from ethane. Methanol produced fromappropriate official signs Form 8849 and files it July 1 through September 30 900
methane gas formed in waste disposal sites iswith the Internal Revenue Service Center for

October 1 to December 31 1,300 not ‘‘alcohol produced from natural gas.’’the region in which the principal place of busi-
ness or principal office of the agency, organi-

The corporation deducts the entire cost of Straight alcohol.  You can claim the credit forzation, etc., is located.
the gasoline (including the $4,900 in excise any alcohol not mixed with any other fuel. You
taxes) that it used during the year as a busi- do not produce a mixture by adding denatur-Interest ness expense on its corporation income tax re- ants to alcohol.

IRS pays no interest on refunds described in turn, thereby reducing its corporate income tax You are eligible for the credit for straight al-
this publication other than on expedited re- liability for that year. cohol only if during the tax year:
funds not paid within 20 days to gasohol blend- Form 8849. March Corporation files quar-

1) You used it as a fuel in your trade or busi-ers or vendors (discussed earlier). Refunds re- terly refund claims for the first two quarters
ness, orsulting from credits claimed on income tax (ending March 31 and June 30). It cannot file a

returns may qualify for interest. quarterly refund claim for the third quarter end- 2) You sold it at retail and placed it in the fuel
ing September 30 because the claim was tank of the buyer’s vehicle.
under $1,000. Neither can it file a quarterly re-Penalties 
fund claim for the fourth quarter ending De- The buyer cannot claim the credit for the al-There are criminal penalties for false or fraudu- cember 31 because this is the last quarter of its cohol bought at retail, even if the buyer uses itlent claims. In addition, any person who claims tax year. as a fuel in a trade or business.an excessive amount (without reasonable March Corporation files Form 8849 for two Mixing or failure to use as fuel.  If thecause) may be charged a penalty. The penalty of the four quarters. Since it uses the cash credit applied to alcohol that you bought, andis the greater of two times the excessive method of accounting, the corporation in- you later mix the alcohol or do not use it as aamount or $10. cludes $2,700 ($1,500 + $1,200) in its gross in- fuel, you must pay a tax equal to the credit. Re-
come for the tax year in which it receives the port this tax on Form 720, Quarterly FederalIncluding the Credit or refunds (1994). Excise Tax Return.

Form 4136. The corporation claims the re-Refund in Income 
maining amounts as a credit ($900 + $1,300)Include any credit or refund of excise taxes on Alcohol mixture.  You can take the credit for
on its 1994 income tax return by attachingfuels in your gross income if you claimed the alcohol you use to produce a qualified mixture.
Form 4136. Therefore, it includes this credittaxes as an expense deduction that reduced A qualified mixture is a mixture of alcohol with
($2,200) in its 1995 gross income.your income tax liability. Do not include as in- gasoline or with a special fuel. You do not treat

come any credit or refund related to the adding denaturants to alcohol as the produc-
Accrual method.  Under an accrual method ofpurchase of a qualified diesel-powered high- tion of a mixture.
accounting, you generally report income in theway vehicle. You can take the credit only if you produce
year you earn it and deduct expenses in theThe year you include a credit or refund in and sell the mixture for use as a fuel, and not
year you incur them. You deduct expensesgross income depends on whether you use the merely as an octane enhancer, or you produce
when you become liable for them, whether orcash or accrual method of accounting. and use it as a fuel in your trade or business.
not you pay them in the same year. You can claim the credit whether you sell the

If you use an accrual method, include theCash method.  Most individuals and many fuels directly to the user or to a buyer for resale
entire claim in gross income for the tax year insmall businesses with no inventories use the to the user. Alcohol you use to produce a quali-
which the qualifying use occurred. It does notcash method of accounting. However, if inven- fied mixture is taken into account only if the
matter if an accrual-basis taxpayer filed for atories are necessary in accounting for your in- sale or use is in your trade or business and
quarterly refund or claimed the entire amountcome, you must use an accrual method for only for the tax year in which the sale or use
as a credit.your sales and purchases. If you are not re- occurs.

Example 3.  Todd Green uses an accrualquired to keep inventories, you usually use the A special fuel is any liquid fuel, other than
method. He filed his 1994 return on April 15,cash method. gasoline, which is suitable for use in an inter-
1995. On Schedule C he deducted the totalIf you use the cash method and file a claim nal combustion engine.
cost of gasoline (including $155 of excisefor refund, include the refund in your gross in- You are not allowed a credit for the casual
taxes) used in an off-highway business vehiclecome for the tax year in which you receive the off-farm production of a qualified mixture.
during 1994. On Form 4136, Todd claimed therefund. If you claim a credit on your income Separation or failure to use as fuel.  If the
$155 excise tax as a credit. He must report thetax return, include the credit in gross income credit applied to alcohol used in the production
$155 as additional income on his 1994 Sched-for the tax year in which you file Form 4136. If of a qualified mixture, and you later separate
ule C.you file an amended return and claim a credit, the alcohol from the mixture or do not use the

include the credit in gross income for the tax mixture as fuel, you must pay a tax equal to theExample 4.  Use the same facts as in Ex-
year in which you receive it. credit. Report this tax on Form 720.ample 2 above. However, March Corporation

Example 1.  Ed Brown, a cash-basis uses an accrual method of accounting. Since
farmer, filed his 1994 Form 1040 on March 1, the qualifying use occurred in 1994, the corpo- Amount of credit.  The proof content of the al-
1995. On his Schedule F, Ed deducted the to- ration reports $4,900 (the $2,700 it filed on cohol determines the amount of the credit. You
tal cost of gasoline (including $110 of excise Form 8849 and the $2,200 it filed on Form figure the proof without considering denatur-
taxes) used on the farm. Then, on Form 4136, 4136) as income on its 1994 income tax return. ants added to the alcohol.
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The credit is 60 cents a gallon for alcohol How to claim the alcohol fuels credit.  You
(other than ethanol) that is at least 190 proof. take the alcohol fuels credit by completing Comprehensive
The credit is 45 cents a gallon for alcohol Form 6478, Credit for Alcohol Used as Fuel,
(other than ethanol) that is at least 150 proof Example and attaching it to your income tax return. All
but less than 190 proof. individuals and corporations taking the credit

For ethanol the rates are 54 cents a gallon use Form 6478. Partnerships, S corporations,
Steven S. Sands used undyed diesel fuel inif at least 190 proof, and 40 cents a gallon if at estates, and trusts figure the credit on Form
vehicles used off the highway in his construc-least 150 proof but less than 190 proof. 6478, but divide the credit among their part-
tion business. The vehicles were not regis-You may have been entitled to a reduced ners, shareholders, or beneficiaries.
tered (or required to be registered) for highwayrate or an exemption for the federal excise tax If you take the alcohol fuels credit, you
use. He used 17,290 gallons in 1994. He pur-on gasoline and special motor fuels used in must include the credit for the tax year in your
chased the fuel at a price that included the ex-certain alcohol mixtures. You must reduce the gross income for that year.
cise tax. His records show the following:amount of credit allowable on certain alcohol You may elect not to take the alcohol fuels

mixtures (such as gasohol) by any benefit pro- credit even though you qualify to take it. You
vided by the reduced rate or exemption availa- can make (or revoke) this election at any time

Gallonsble for such alcohol mixtures. before the end of the 3-year period that begins
Quarter Used Tax Rate Claim AmountWhen figuring the number of gallons of al- on the last day (without regard to extensions)
First 5,690 24.4 $1,388.36cohol sold or used, or the percentage of any for filing your return for the tax year in which

mixture that consists of alcohol, include the Second 2,000 24.4    488.00the credit arises.
volume of any denaturant (including gasoline) Third 3,600 24.4    878.40General business credit.  You combine
which is added under formulas approved by Fourth 6,000 24.4  1,464.00the alcohol fuels credit with other credits to fig-the Secretary of the Treasury. However, dena-

ure your general business credit for the year.turants can be counted only up to 5% of the to-
The general business credit is the combinationtal volume of alcohol. Steven filed a Form 8849 (not shown) forof the:

the first quarter of 1994. He claimed a refund
Small ethanol producer credit.  If you are an • Alcohol fuels credit, of $1,388.36. Steven did not file for the second
eligible small ethanol producer, you qualify for quarter because his claim was less than $750.• Jobs credit,a credit on up to 15 million gallons of your qual- For the third quarter, Steven used the special
ified ethanol fuel production. This additional al- • Research credit, rule for undyed diesel fuel which allowed himcohol fuel credit is 10 cents for each gallon.

to add together the second and third quarter• Low-income housing credit,You are an eligible producer if, at all times
totals ($488 + 878.40 =$1,366.40). He filed aduring the tax year, you have an annual pro- • Enhanced oil recovery credit, refund claim for $1,366.40 on Form 8849ductive capacity for alcohol of not more than
(shown later).• Disabled access credit,30 million gallons.

For the fourth quarter, Steven filed FormFor a partnership, trust, or S corporation, • Investment credits, 4136 (shown later) with his 1994 income taxthe gallon limitations apply at both the entity
return on March 1, 1995.• Renewable electricity production credit,level and the partner, beneficiary, or share-

He received the $1,388.36 refund in May ofholder level. • Empowerment zone employment credit,
1994 and the $1,366.40 refund in December ofYour qualified ethanol fuel production is

• Indian employment credit, 1994.any ethanol you produce and which during the
tax year you sell to another person: Steven used the cash method of account-• Employer social security credit,

ing. On his 1994 Schedule C, he deducted the• For use in the production of a qualified mix-
• Credit for contributions to certain community total cost of the fuel which included the exciseture in that person’s trade or business (ex-

development corporations, tax. Steven must include on line 6 of Schedulecept casual off-farm production),
C the excise tax refunds ($2,754.76) that he• Carryover of any of these credits.• For use as a fuel in that person’s trade or
received in 1994 by filing Form 8849. Whenbusiness, or
Steven files his 1995 Form 1040, he will in-For more information, see Form 3800,• For sale at retail to another person and the clude $1,464 as additional income on Sched-General Business Credit.ethanol is put in the fuel tank of the buyer’s ule C.If, in addition to the alcohol fuels credit, youvehicle.

In August, Steven purchased a diesel-pow-have other credits for the tax year, or a carry-
ered van for his personal use. The van quali-over of any of these credits, or if this credit isIt also includes your use or sale of the etha-
fied for the $198 diesel-powered highway vehi-from a passive activity, complete Form 6478nol for these purposes.
cle credit, which he claims on Form 4136. Heonly through line 11. Then complete FormQualified ethanol fuel production does not
could not claim a refund because he did not3800 to figure your general business credit.include any alcohol purchased by a producer
meet the quarterly amount requirement (dis-File both Form 6478 and Form 3800 with yourwho then increases the proof of the alcohol by
cussed earlier) for that category.additional distillation. tax return.
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