§48.4041-6

§48.4041-6 Application of tax on use of
taxable liquid fuel.

(a) In general—(1) Diesel fuel. (i) If, be-
fore April 1, 1983, a person acquires any
diesel fuel by any means other than
through a transaction subject to tax
under section 4041(a)(1) and uses it as a
fuel in a diesel powered highway vehi-
cle, the person is liable for a tax under
section 4041(a)(2) on the quantity of
diesel fuel so used at the appropriate
rate set forth in §48.4041-1(b)(1)(Q). If a
person acquired any diesel fuel through
a transaction which is subject to tax at
the rate set forth in paragraph (b)(1)(i)
(C) or (D) of §48.4041-1, and uses it for
a use described in paragraph (b) (1) (i)
(A) or (B) of §48.4041-1 the person is lia-
ble for an additional tax uder section
4041(a)(2) on the quantity of diesel fuel
so used. See §48.4041-1(b)(L)(E)(E), (F),
or (G) for the applicable rate of tax.
See section 6427(a) for credit or refund
of tax where diesel fuel acquired in a
transaction subject to tax at the rate
set forth in paragraph (b)(1)(i) (A) or
(B) of §48.4041-1 is used as described in
paragraph (b)(1)(i) (C) or (D) of §48.4041-
1 or in a nontaxable use.

(ii) On or after April 1, 1983, and be-
fore August 1, 1984, if a person acquires
any diesel fuel by any means other
than through a transaction subject to
tax under section 4041(a)(1)(A) and uses
it as a fuel in a diesel-powered highway
vehicle, the person is liable for a tax
under section 4041(a)(1)(B) on the quan-
tity of diesel fuel so used at the appro-
priate rate set forth in paragraph
(b)(1)(ii) of §48.4041-1. If a person ac-
quired any diesel fuel through a trans-
action for which no tax is imposed by
reason of paragraph (b)(1)({i)(C) of
§48.4041-1 and uses it in other than a
nontaxable use, the person is liable for
a tax under section 4041(a)(1)(B) on the
quantity of fuel so used. See paragraph
(b)(1)(ii) (D) or (E) of §48.4041-1 for the
applicable rate of tax. See section
6427(a) for credit or refund of tax where
diesel fuel acquired in a transaction
subject to tax at the rate set forth in
paragraph (b)(1)(ii)(A) of §48.4041-1 is
used as described in paragraph
(b)(1)(i1)(C) of §48.4041-1 or in another
nontaxable use.

(iii) On or after August 1, 1984, and
before October 1, 1988, if a person ac-
quires any diesel fuel by any means

66

26 CFR Ch. | (4-1-01 Edition)

other than through a transaction sub-
ject to tax under section 4041(a)(1)(A)
and uses it as a fuel in a diesel-powered
highway vehicle, the person is liable
for a tax under section 4041(a)(1)(B) on
the quantity of diesel fuel so used at
the appropriate rate set forth in para-
graph (b)(1)(iii) of §48.4041-1. If a person
acquired any diesel fuel through a
transaction for which no tax is imposed
by reason of paragraph (b)(1)(iii)(C) of
§48.4041-1 and uses it in other than a
nontaxable use, the person is liable for
a tax under section 4041(a)(1)(B) on the
quantity of fuel so used. See paragraph
(b)(1)(iii)(D) of §48.4041-1 for the appli-
cable rate of tax. See section 6427(a) for
credit or refund of tax where diesel fuel
acquired in a transaction subject to tax
at the rate set forth in paragraph
(b)(1)(iii)(A) of §48.4041-1 is used as de-
scribed in paragraph (b)(1)(iii)(C) of
§48.4041-1 or in another nontaxable use.

(2) Special motor fuel. (i) On or after
January 1, 1979, and before April 1, 1983,
if a person acquired any special motor
fuel by any means other than through
a transaction subject to tax under sec-
tion 4041(b)(1) and uses it as a fuel in a
motor vehicle or motorboat, the person
is liable for a tax wunder section
4041(b)(2) on the quantity of special
motor fuel so used at the appropriate
rate set forth in §48.4041-1(b)(2)(1). If a
person acquired any special motor fuel
through a transaction with is subject
to a tax at the rate set forth in para-
graph (b)(2)(i)(C) of §48.4041-1 and uses
it in a use other than one for which the
reduced rate applies, the person is lia-
ble for an additional tax under section
4041(b)(2) on the quantity of special
motor fuel so used. See §48.4041-
1(b)(2)(i) (D) or (E) for the applicable
rate of tax. See section 6427(a) for cred-
it or refund of tax where special motor
fuel acquired in a transaction subject
to tax at the rate set forth in para-
graph (b)(2)(1)(A) of §48.4041-1 is used
for a purpose described in paragraph
(b)(2)(1)(C) of §48.4041-1 or in a non-
taxable use.

(ii) On or after April 1, 1983, and be-
fore October 1, 1988, if a person ac-
quired any special motor fuel by any
means other than through a trans-
action subject to tax under section
4041(a)(2)(A) and uses it as a fuel in a
motor vehicle or motorboat, the person
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is liable for a tax wunder section
4041(a)(2)(B) on the quantity of spcial
motor fuel so used at the appropriate
rate set forth in paragraph (b)(2)(ii) of
§48.4041-1. If a person acquired any spe-
cial motor fuel through a transaction
for which no tax is imposed by reason
of paragraph (b)(2)(ii)(C) of §48.4041-1
and uses it in other than a nontaxable
use, the person is liable for a tax under
section 4041(a)(2)(B) on the quantity of
fuel so used. See paragraph (b)(2)(ii)(D)
of §48.4041-1 for the applicable rate of
tax. See section 6427(a) for credit or re-
fund of tax where special motor fuel ac-
quired in a transaction subject to tax
at the rate set forth in paragraph
(b)(2)(i1)(A) of §48.4041-1 is used for a
purpose described in paragraph
(b)(2)(i1)(C) of §48.4041-1 or in another
nontaxable use.

(3) Noncommercial aviation. If a person
acquires any liquid fuel by any means
other than through a transaction sub-
ject to tax under section 4041(c)(1)(A)
or section 4041(c)(2)(A) and uses it as
fuel in an aircraft in noncommercial
aviation, the person is liable for a tax
under section 4041(c)(1)(B) or section
4041(c)(2)(B) on the quantity of the lig-
uid fuel so used at the appropriate rate
set forth in §48.4041-1(b)(3).

(b) Bulk purchases by users. Taxpayers
who purchase taxable liquid fuel in
bulk delivered into storage tanks or
other containers and use it for taxable
or nontaxable purposes or in registered
and nonregistered vehicles must main-
tain adequate records of all fuel used
for each purpose to permit verification
of the tax paid and of any credits, re-
funds, or exemptions claimed.

[T.D. 8066, 51 FR 15, Jan. 2, 1986]

§48.4041-7 Dual use of taxable liquid
fuel.

Tax applies to all taxable liquid fuel
sold for use or used as a fuel in the
motor which is used to propel a diesel-
powered vehicle or in the motor used to
propel a motor vehicle, motorboat, or
aircraft, even though the motor is also
used for a purpose other than the pro-
pulsion of the vehicle, motorboat, or
aircraft. Thus, if the motor of a diesel-
powered highway vehicle or a motor-
boat operates special equipment by
means of a power take-off or power
transfer, tax applies to all taxable lig-
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uid fuel sold for this use or so used,
whether or not the special equipment
is mounted on the vehicle or boat. For
example, tax applies to diesel fuel sold
to operate the mixing unit on a con-
crete mixer truck if the mixing unit is
operated by means of a power take-off
from the motor of the vehicle. Simi-
larly, tax applies to all taxable liquid
fuel sold for use or used in a motor pro-
pelling a fuel oil truck even though the
same motor is used to operate the
pump (whether or not mounted on the
truck) for discharging the fuel into
customers’ storage tanks. However, tax
does not apply to liquid fuel sold for
use or used in a separate motor to op-
erate special equipment (whether or
not the equipment is mounted on the
vehicle). If the taxable liquid fuel used
in a separate motor is drawn from the
same tank as the one which supplies
fuel for the propulsion of the vehicle, a
reasonable determination of the quan-
tity of taxable liquid fuel used in such
separate motor or during such period is
acceptable for purposes of application
of the tax. This determination must be
based, however, on the operating expe-
rience of the person using the taxable
liquid fuel, and the taxpayer must
maintain records which support the al-
location used. Devices to measure the
number of miles the vehicle has trav-
eled, such as hubometers, may be used
in making a preliminary determination
of the number of gallons of fuel used to
propel the vehicle. In order to make a
final determination of the number of
gallons of fuel used to propel the vehi-
cle, there must be added to this pre-
liminary determination the amount of
fuel consumed while idling or warming
up the motor preparatory to propelling
the vehicle.

[T.D. 8066, 51 FR 16, Jan. 2, 1986]

§48.4041-8 Definitions.

For purposes of the regulations in
this subpart, unless otherwise ex-
pressly indicated:

(a) Highway. The term ‘“‘highway’’ in-
cludes any road (whether a Federal
highway, State highway, city street,
rural road, or otherwise) in the United
States which is not a private roadway.

(b) Highway vehicle—(1) In general.
The term ‘‘highway vehicle”” means



