§48.4216(d)-1

with respect to such lease. Tax is pay-
able on each lease payment as long as
the article is leased by the manufac-
turer, producer, or importer. The tax
payable with respect to each lease pay-
ment is a percentage of each payment
based on the rate of tax, if any, in ef-
fect on the date the lease payment is
due. If the article is subsequently sold
by the manufacturer, producer, or im-
porter, the tax applies also to such
sale, without regard to the tax paid
when the article was leased. For defini-
tion of the term ‘‘lease’’, see paragraph
(a) of §48.4217-1(a).

(b) Installment sales. When a taxable
article is sold under an installment
payment contract with title reserved
in the seller, or under a conditional
sale contract, chattel mortgage ar-
rangement or other arrangement cre-
ating a security interest with pay-
ments to be made in installments, tax
shall be computed and paid on each
payment made by the purchaser. The
tax payable with each payment is a
percentage of each payment based on
the rate of tax, if any, in effect on the
date the payment is due. The part of
each payment that is subject to tax is
that portion of the payment equal to
the percentage of the total charge for
the article that is subject to tax. For
example, if the total charge for the ar-
ticle is $1,000, and of the total amount
charged only 90 percent thereof, or
$900, is subject to tax by reason of ex-
clusions, then only 90 percent of the in-
stallment payment is subject to tax. If
the tax base is a constructive sale price
computed under section 4216(b) that is
less than the actual sale price of the
article, the portion of each payment
subject to tax is the percentage of such
payment equal to the percentage that
the constructive sale price bears to the
actual sale price. For example, if an ar-
ticle is sold at retail for $100, and the
constructive sale price for such an arti-
cle computed under the provisions of
section 4216(b)(1)(A) is $75, the percent-
age which the constructive sale price
bears to the actual sale price is 75 per-
cent. Accordingly, only 75 percent of
each installment payment is subject to
tax.

(c) Sales on credit. Where articles are
sold on credit under conditions other
than those specified in paragraph (b) of
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this section, the entire tax shall be re-
ported and paid with the return cov-
ering the period in which the sale is
made, even though the price may not
be paid to the manufacturer, producer,
or importer until a later date, or not
paid at all.

(d) Effective dates of paragraphs (a)
and (b) of this section. The rules set
forth in paragraphs (a) and (b) of this
section are effective as of June 22, 1965.
As in effect before June 22, 1965, section
4216(c) required, in the case of a trans-
action described in section 4216(c) (1),
(2), (3), or (4), that there be paid upon
each payment with respect to an arti-
cle that portion of the total tax which
was proportionate to the portion of the
total amount to be paid represented by
such payment.

[T.D. 7536, 43 FR 13519, Mar. 31, 1978]

§48.4216(d)-1 Sales of installment ac-
counts.

(a) In general. Except as provided in
paragraph (d) of this section, in case of
a sale or other disposition by a manu-
facturer, producer, or importer of an
installment account of the type speci-
fied in section 4216(c), the tax shall not
apply to subsequent installment pay-
ments on such account. Instead, there
shall be paid an amount equal to the
difference between the tax previously
paid on such installment account and
the total tax computed by applying:

(1) To each installment due before
the sale of the installment account, the
rate of tax applicable at the time pay-
ment thereof was due, and

(2) To each installment, the time for

payment of which has not arrived, the
rate of tax which, under the provisions
of Chapter 32 as in effect on the date of
the sale of the installment account, is
(or is to be) in effect on the date such
installment is due.
However, see paragraph (b) of this sec-
tion if the sale is made in a bankruptcy
or insolvency proceeding. The tax due
under this paragraph shall be included
in the return for the period in which
the account is sold.

(b) Sale in bankruptcy or insolvency
proceeding. In the case of a sale of an
installment account of a manufacturer,
producer, or importer pursuant to the
order of, or subject to the approval of,
a court of competent jurisdiction in a
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bankruptcy or insolvency proceeding,
the amount of tax due shall be com-
puted and paid as provided in para-
graph (a) of this section but shall not
exceed the amount of tax computed by
multiplying (1) the proportionate share
of the amount for which such accounts
are sold which is allocable to each un-
paid installment payment, by (2) the
rate of tax which, under the provisions
of chapter 32 as in effect on the date of
the sale of the installment account, is
(or is to be) in effect on the date such
payment is due.

(c) Collection of installment accounts on
behalf of the manufacturer. Where a
manufacturer, producer, or importer
retains title to an installment account
but turns it over to another person for
collection on a fee basis, no sale of
such account (or other disposition as
contemplated in section 4216(d)) has
been made. The tax shall continue to
be paid as provided by section 4216(c).

(d) Returned installment accounts.
Where an installment account which
has been sold or otherwise disposed of
is returned to the manufacturer, pro-
ducer, or importer who sold it under an
agreement under which the account
was sold, and credit or refund has been
allowed under section 6416(b)(5) and the
regulations thereunder, the manufac-
turer, producer, or importer shall pay
tax as provided by section 4216(c) and
§48.4216(c)-1 on any subsequent pay-
ments made on such returned install-
ment account until such time as there
shall have been paid the total tax li-
ability with respect to the account as
computed under paragraph (a) of this
section.

(e) Limitation. The sum of the
amounts payable under this section
and §48.4216(c)-1 on an installment ac-
count shall not exceed the total
amount of tax which would be payable
if such installment account had not
been sold or otherwise disposed of
(computed as provided in subsection
©).

(f) Applicability of paragraphs (a) and
(b) of this section. The rules set forth in
paragraphs (a) and (b) of this section
apply in the case of installment ac-
counts sold after June 21, 1965. In the
case of installment accounts sold be-
fore June 22, 1965, paragraph (b) of this
section shall be applied by sub-

§48.4216(e)-1

stituting, in lieu of subparagraph (2)
thereof, ‘‘the rate of tax, as set forth in
chapter 32 of the Code, which applied
on the day on which the transaction
giving rise to such installment ac-
counts took place.”

[T.D. 7536, 43 FR 13520, Mar. 31, 1978]

§48.4216(e)-1 Exclusion of local adver-
tising charges from sale price.

(a) In general. Section 4216(e) deals
with the treatment to be accorded
charges made by a manufacturer for,
and reimbursements by a manufacturer
of expenditures in connection with, the
advertising of certain articles subject
to excise tax under chapter 32 of the
Code. Section 4216(e) provides an exclu-
sion (which is in addition to the exclu-
sions provided by section 4216(a) and
the regulations thereunder) in respect
of charges for local advertising, as de-
fined in paragraph (b) of this section,
for purposes of determining the price
for which an article is sold. See para-
graph (c) of this section. The exclusion
provided by section 4216(e) and para-
graph (c) of this section has application
only if:

(1) In the case of articles sold during
the period January 1, 1961, through De-
cember 31, 1962, the advertising is
broadcast over a radio or television
station, or appears in a newspaper; and

(2) In the case of articles sold on or
after January 1, 1963, the advertising is
broadcast over a radio or television
station, appears in a newspaper or
magazine, or is displayed by means of
an outdoor advertising sign or poster.
Section 4216(e) also provides an overall
limitation in respect of the sum of the
amount of the exclusions from price as
charges for local advertising and the
amount of the readjustments author-
ized under section 6416(b)(1) (relating to
credits or refunds for price readjust-
ments) in respect of reimbursements by
a manufacture of expenditures for local
advertising. See §48.4216(e)-2. For pro-
visions prohibiting exclusion from
price or readjustment of price in re-
spect of charges for, and reimburse-
ments of expenditures for, advertising
other than local advertising, see
§48.4216(e)-3.

(b) Definition of local advertising—(1)
In general. For purposes of the regula-
tions under sections 4216(e) and
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