iipSection 4082.—Exemptions for
96rbiesel Fuel

_ 26 CFR 48.4082-5T: Diesel fuel; Alaska (tempo
- rary).
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DEPARTMENT OF THE TREASURY
rtinternal Revenue Service
26 CFR Part 48

Diesel Fuel Excise Tax; Special
Rules for Alaska

edAGENCY: Internal Revenue Service
~ (IRS), Treasury.

K ACTION: Temporary regulations.

rt SUMMARY: This document contains
temporary regulations relating to the
application of the diesel fuel excise tax
ido fuel used in Alaska. The regulations
implement certain changes made by th

y Small Business Job Protection Act of
1996. They affect certain enterers, refin
ers, retailers, terminal operators
throughputters, wholesale distributors
and users. The text of these regulation
also serves as the text of REG—247678
96, page 17, this Bulletin.

DATES: These regulations are effective
December 17, 1996. For dates of appli
cability of these regulations, see
§8 48.4082-5T(g) and 48.6715-2T(b)

FOR FURTHER INFORMATION
CONTACT: Frank Boland (202) 622—
er3130 (not a toll-free call).

SUPPLEMENTARY INFORMATION:

Background

Section 4081 imposes a tax on certai
removals, entries, and sales of diese
fuel. However, under section 4082, ta
is not imposed if, among other condi-
tions, the diesel fuel is indelibly dyed in
accordance with Treasury regulations
Dyed diesel fuel can be used legally ir
nontaxable uses such as for heating oi
as fuel in stationary engines, or as fue
n, in nonhighway vehicles. A substantial
uepenalty under section 6715 applies i



dyed diesel fuel is used for a taxablea person who is licensed by Alaska as aubmitted to the Chief Counsel for Ad-

purpose such as in a registered highwagualified dealer. vocacy of the Small Business Adminis-
vehicle. Under the temporary regulations, dration for comment on its impact on

A similar dyeing regime for dieselc}lUTiﬁedfdea'er may b_Uylundied gies?llsmall business.
: - : : uel tax free at a terminal rack and se

Lune(;e:s tL(aequgleedanbyAirreg:(litlogﬁatlss:Al\JCet the fuel tax free to another qualifiedDrafting Information

prohibits the use on highways of diesef€aler or to a buyer for the buyer's own rhe principal author of these regula-
fuel with a sulfur content exceedingnontaxable use. However, a qualifieq;q,s js  Frank Boland, Office of Assis-

prescribed levels. The Environmentagealerf's I|gble for t’ax whe? it sells to 3tant Chief Counsel (Passthroughs and
Protection Agency (EPA) requires thisooY o or the buyer’s taxable use or 10 &paig| Industries). However, other per-

“high sulfur” diesel fuel to be dyed. reseller that is not a qualified dealerqgnnel from the IRS and Treasury De-

: : A qualified dealer must keep adequat@artment participated in their develop-
Section 1801 of the Small BusineSgecorgs to document the exempt natu%]em_ paricip P

Job Protection Act of 1996 amendspf jts nontaxable sales. Although the
section 4082 to create an exception t@emporary regulations do not prescribe S

the IRS dyeing requirement. Under thisany specific documentation, taxpayers, , o oo he Redul
amendment, which is effective Octobeimay consider using a format similar to;. option of Amendments to the Regula-
1, 1996, the IRS dyeing requirementhe  notification  certificate  in tONS
does not apply to diesel fuel that is§ 48.4081-5 as proof of tax-free sales Accordingly, 26 CFR part 48 is
removed, entered, or sold in a state fobetween qualified dealers. As proof ofamended as follows:
ultimate sale or use in an area of suclax-free sales for nontaxable uses, tax-
state during the period such area ipayers may consider using Alaska’s exPART 48—MANUFACTURERS AND
exempted from EPASs sulfur content andgemption ce_rtificate, when_gppropriate, ORETAILERS EXCISE TAXES
fuel dyeing requirements if the use ofa z(ijdaptatlon of th(_af cert|f|c|ate ?res_en_tly Paragraph 1. The authority citation
the fuel is certified pursuant to TreasuryUSed to support tax-iree sales of aviation ' = ' & 1o " o Cded by addina an
requlations fuel that is found in Notice 88-132, pa . y ng

g . 1988-2 C.B. 552 555. The IRS will €Ntry in numerical order to read in part

Section 211(i)(4) of the Clean Air Act : . ; s follows:
allows EPA to exempt the states ofgﬁgﬁllgerspvgg?;h?r:oég? Cfél:taiflicgigglz?gogza Authority: 26 U.S.C. 7805 * * *
Alaska and Hawalii from the Clean Air ,qoq for documenting nontaxable trans- Section 48.4082-5T also issued under
Act's sulfur content requirements. In,.tions in the future. 26 U.S.C. 4082. * * *
response to a petition from Alaska, the Taxpayers are cautioned that the uses Par. 2. Section 48.4082-5T is added
EPA granted a permanent exemption fofa¢ are exempt from Alaska’s state taf0 read as follows:
remote areas of Alaska (that is, aréagre not identical to the uses that arg :
that are not served by the Federal Aidiyempt from the federal tax. For ex-3 48.4082-5T Diesel fuel; Alaska (tem-
Highway System). In addition, a tempo-ample, Alaska exempts sales to all nonPorary)-
rary exemption was granted for urbarprofit organizations described in section (a) Application This section applies
areas. This temporary exemption, whicls01(c)(3); the comparable federal rulgg diesel fuel removed, entered, or sold
was originally scheduled to expire afterexempts only sales to nonprofit educajy Alaska for ultimate sale or use in an
September 30, 1996, has been extendgidnal organizations. exempt area of Alaska.
by the EPA (61 FR 42812 (August 19, Taxpayers should also note that diesel (b) Definitions.
1996)) for 24 months, or until a decisionfuel that is dyed in accordance with Exempt area of Alaskeeans the area
is made on Alaska’'s petition for aexisting IRS regulations will continue t0 j¢ Ajaska in which the sulfur content

permanent exemption, whichever periode exempt from the section 4081 tax Nequirements for diesel fuel (see section

is shorter. Alaska. 211() of the Clear Air Act (42 U.S.C.
Thus, under current EPA rules, the . 7545(i))) do not apply because the Ad-
entire state of Alaska is exempt from the>Pecial Analyses ministrator of the Environmental Protec-
Clean Air Act's sulfur content require- |t has been determined that this Trealion Agency has granted an exemption
ments and, consequently, from the EPAsury decision is not a significant regu|a_under section 211(i)(4) of that Act.
dyeing requirements. No part of Hawaliitory action as defined in EO 12866. Nontaxable useneans a use described
or any other state is similarly exempt.Therefore, a regulatory assessment is né1 section 4082(b). Qualified dealer
required. It also has been determinefn€ans any person that holds a qualified
Explanation of Provisions that section 553(b) of the Administrativedealer license from the state of Alaska.
_ Procedure Act (5 U.S.C. chapter 5) does (c) Tax-free removals and entries
These temporary regulations generally,ot apply to these regulations and, beNotwithstanding § 48.4082-1, tax is not
establish a system for collecting thecause these regulations do not imposénposed by section 4081 on the removal
federal diesel fuel tax at the wholesaleyn small entities a collection of informa-or entry of any diesel fuel in an exempt
level in Alaska. This system is similar totion requirement, the Regulatory Flex-area of Alaska if—
the pre-1994 federal system under sedbility Act (5 U.S.C. chapter 6) does not (1) The person that would be liable
tion 4091 and the present system usedpply. Therefore, a Regulatory Flexibil-for tax under § 48.4081-2 or 48.4081-3
by the state of Alaska for state fuel taxity Analysis is not required. Pursuant tois a taxable fuel registrant and satisfies
The person liable for tax under thesection 7805(f) of the Internal Revenueghe requirements of paragraph (e) of this
temporary regulations generally will beCode, this temporary regulation will besection;



(2) In the cas of a removad from a (b) Effective dateThis sectian is ap-
terminal the termind is an approved plicable Octobe 1, 1996.
terminal and

(3) The owna of the diesé¢ fuel Margaret Milner Richardson,
immediatey after the remova or entry Commissioner of Internal Revent

nontaxabé use or is a qualified deala.

.(d) Sales after removals and en- Donald C. Lubick,
tries—(2) In general Paragraph (c) of Acting Assistant Secretar
this section does nat apply with respect of the Treasury.
LO :Ieiilrf?; élilésuinggﬂJem| sold (Filed by the Office of the Federd Registe on

y aq Decembe 16, 1996 8:45 a.m, and publisha in

(i) The fud is sold in an exemp area the isste of the Federd Registe for Decembe 17,
of Alaska: 1996 61 F.R. 66215)

(i) The buye purchass the fud for
its own use in a nontaxabk use or is a
qualified dealer, and

(i) The selle satisfies the require-
mens of paragraph (e) of this section.

(2) Tax imposed at time of sale;
liabilit y—= for- tax. Notwithstandiny
8§ 48.40812 and 48.4081-3 in any
ca® in which paragraph (c) of this
section does not apply with respet to
diese fud becaus of a subsequensale
by a qualified deale, the tax with
respet to that fud is impose at the
time of the subsequen sale and the
qualified dealg is liable for the tax.

(3) Rate of taxFor the rate of tax,
see section 4081.

(e) Evidence of tax-free transaction s
The requirement of section 4082(c)(2)
(relating to certification) and this para-
graph (e) are satisfied if the person
otherwig liable for tax is able to show
the district directar satisfactoy evidence
of the exemp nature of the transaction
and has no reaso to beliewe that the
evidene is false Satisfactoy evidence
may include copies of qualified dealer
licenses or exemptio certificates ob-
tained for stake tax purposes.

(f) Cross referenceFor the tax on
previousy untaxel diesé fud that is
useal- for- a- taxable- purpose- see
§ 48.4082-4.

(g) Effective dateThis sectio is ap-
plicable with respet to diesé fud re-
movel or enteral after Decembe 31,
1996.

Par. 3. Sectim 48.6715-7 is added
to read as follows:

§ 48.6715-2 T Application of section
6715(a)(3 ) to Alaska (temporary).

(@) In general The penally provided
by section 6715(a)(3 for willful alter-
ation of dyed fud will not be assess# if
the alteration occurs in an exemp area
of Alaska.



