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TAXES: FEDERAL EXCI SE TAXES
| NTRODUCT| ON

Federal Excise Taxes are |levied generally on manufacturers,
producers, inporters, and retailers for the privilege of
mar keting certain conmmodities. Mnufacturers and sellers
additionally are charged with the responsibility of

col | ecting excise taxes.

1. EXEMPTI ONS

There are two types of excise tax exenptions available to
the University, nanmely: general and specific.

A UNI VERSI TY EXCl SE TAX STATUS

By virtue of its status as both a State entity and a
nonprofit educational institution, the University

enj oys specific exenptions from Retail Excise Tax,
Manuf act urers Exci se Tax (including exenption from gas-
guzzling vehicles used for enmergency purposes),

Communi cation Services Excise Tax, and Heavy Hi ghway
Mot or Vehi cl e Exci se Tax. Even where the University is
not provided with a specific exenption, there may be
sone benefit to be derived froma generally applicable
exenption'. For exanple, the excise tax on gas-
guzzling autonobil es does not apply to energency
vehicles. The table bel ow describes the various excise
t axes which nmay be relevant to the University and
indicates (1) the University's specific exenptions and
(2) the general exenptions which may apply to certain
exci se taxes where the University is not specifically
exenpt .

"Unlike the specific exenptions provided to state entities and
nonprofit educational institutions, the "general exenption" is
tailored for application in specific, factual situations;
therefore, it should be applied only after careful consideration
of the applicable Internal Revenue Code (I RC) section and/or
Treasury Regul ati ons.
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*Description of Excise Tax | RC Specific CGener al
Section Exenpti on Exenpti on
| RC Section | RC Section
Ret ai | Exci se Taxes
Di esel Fuels 4041(a) 4041(g ),
Speci al Motor Fuel s 4041(a) 4041(g ),
Noncomrer ci al Avi ation Fuel s 4041(c) ),

Luxury Passenger Autos
Heavy Trucks and Trailers

Manuf act urers Exci se Tax

Gas @uzzl ers

Tire

Gasol i ne and Di esel Fue
Avi ati on Fue

Coal

Certain Vaccines

Sport Fi shing Equi pnent
Bows and Arrows

Fi rearns

Facilities and Services

Comuni cati ons
Transportation of Persons
by Air

Transportation of Property
by Air

Envi ronnment al Taxes

Pet r ol eum

Certain chemcals

Certain Inported Substances
Ozone- Depl eting Chemical s

O her Exci se Taxes

Policies |ssued
by Foreign Insurers
Heavy Motor Vehicles

TL 84

4001(a) (1)
4051

4064

4071
4081
4091
4121
4131
4161( a)
4161( b)
4181

4251
4261

4271

4611
4661
4671
4681

4371
4481

4221(a)(4),(5)
4221(a)(4),(5)
4221(a)(4),(5)

4253(i), (j)

4483( a)

4001(d) (1), (2)

4064(b) (1) (B), (O

48. 4064- 1( €)

4121(c)
4221( a) (2)

4262(b), 4281
4282

4262(b), 4281,
4282

4662(b)
4662(b)
4682(d), (g)

4373(1), (2)
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EXEMPTI ONS ( Cont . )

B

GENERAL EXEMPTI ONS RELEVANT TO THE UNI VERSI TY

The foll ow ng general exenptions are applicable to the
University in the specific situations or itens
presented (references are to Internal Revenue Code):

1) "Gas guzzler" nonpassenger autonpbil es--Section
4064(b) (1) (B)

2) Anmbul ances or vehicles used by State or |ocal
governments for | aw enforcenent purposes--Section
4064(b) (1) (O .

3) Travel which begins or ends outside the continental
US., i.e., excluding Hawaii and Al aska, or outside
a 225-m |l e zone which extends into Mexico and
Canada, or the portion of a donmestic flight which is
part of uninterrupted international air
transportation--Section 4262(b).

4) Paynments for services furnished to nenbers of
affiliated groups, in connection with the
transportation by air of persons or property, where
t he conveyance is not available for hire by persons
who are not nenbers of the groups--Section 4282.

5) Any policy, indemity bond, or annuity contract
signed by an officer or agent of the insurer in a
state within which the insurer is authorized to do
busi ness--Section 4373(1). Disclosure statenent is
required for treaty-based position (6114).

6) Any indemity bond required to be filed by any
person to secure paynent of a pension, allowance,
allotnent, relief, or insurance by the United States
or to secure a duplicate for, or paynent of, any
bond, note, certificate of indebtedness, or savings
certificate, warrant or check issued by the United
St at es--Section 4373(2).

7) Substances used in the production of fertilizers and
not or fuel s--Section 4662(Db).

SCOPE OF UNI VERSI TY' S SPECI FI C EXEMPTI ONS

The University’'s specific exenptions are conditioned
upon (1) the article or service being used exclusively
by the University and (2) the article not being resold
ot her than for export or further manufacture, or as

i ndi cated bel ow

***Del eti on 6/ 30/ 00 TL 84
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1

Resal es Bet ween Exenpt I nstitutions

Resales to the University by exenpt entities
retain the exenption for the University. Federal
agenci es generally do not qualify as exenpt
entities. Exenpt entities are (1) other States or
| ocal governnents or nonprofit educational

or gani zati ons which use the articles exclusively
and (2) conpanies which use the materials for
further manufacture or for export or use the
articles as supplies in a vessel or aircraft.

O her Resales To University

Sal es by manufacturers to dealers for resale to
the University are not exenpt, per se, even when
the transactions are planned in advance.
Nevert hel ess, when resales to the University do
occur, the manufacturers nmay be entitled to refund
or credit on taxes paid. Overpaynments subject to
refund or credit have been held to occur when
taxabl e articles have been sold to contractors who
have installed themat an exenpt institution in
fulfillment of contracts or when gasoline has been
sold to dealers and distributors who resell to
exenpt institutions for the latter’s excl usive
use.

Note: In order to obtain a credit or refund for
an article which has been sold to the
University prior to receipt of the
University' s exenption certificate, or
resold to the University through a
contractor fulfilling existing service
contractual obligations, etc., the
manuf acturer nust file Form 720 for a
credit or Form 843 for a refund claimng
that tax has been paid or has been repaid.
The manufacturer should produce a witten
consent fromthe University to receive the
refund or credit.

Sales to Nonprofit O gani zations for the Benefit
of the University

Sal es to nonprofit organizations which utilize the
articles exclusively for a traditional

governmental function and are controlled and
funded by exenpt institutions also my be exenpt
frominposition of excise taxes. (Foundations

whi ch operate exclusively for the benefit of State
col |l eges and qualified student organi zati ons have
been approved for exenption.)

6/ 30/ 00
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1. EXEMPTIONS (Cont.)

C. SCOPE OF UNI VERSI TY' S SPECI FI C EXEMPTI ONS (Cont . )

4.

Sal es to University Enpl oyees

Sales to University enployees for their personal
use are subject to excise taxes. Sales to

Uni versity enpl oyees where the article is funded
from University sources and is used exclusively for
the benefit of the University are exenpt. For
exanpl e, aut onobiles which are purchased with
public funds for the official use of University
officers are exenpt. Paynent froman officer’s
personal funds for the purpose of acquiring such an
aut onobil e which was initially purchased tax-free
woul d occasion a taxable sale. Gasoline sold to
Uni versity enpl oyees for use in their personal
vehi cl es are exenpt when the cost to the enpl oyee
is reinmbursed. The sale is taxable where

rei nbursenent is on a per di em basis.

If articles purchased tax-free for the exclusive
use of the University are, prior to the use by the
Uni versity, resold under circunstances that do not
anount to an exclusive use by the University, the
University is required to informthe manufacturer,
producer, or inporter fromwhomthe articles were
pur chased that such articles were disposed of in a
manner that did not anmount to an excl usive use by
the University. A wllful failure to supply the
manuf act urer, producer, or inporter with this
information will subject the University to the
penal ti es provi ded under | RC Section 7203.

I'11. PROCEDURES TO ACQUI RE EXCl SE TAX EXEMPTI ON

A REG STRATI ON- - SPECI FI C EXEMPTI ONS

Regi stration is optional for the University under the
exenptions provided in I RC Sections 4041(g)(2),

4221(a) (4), 4253(i), and 4483(a). Neither registration
nor an exenption certificate is required with regards to
t he exenptions provided under | RC Section 4253(i) and
4483(a). Caimng specific exenptions under the other

| RC Sections can be satisfied ordinarily through
retention by the deal er of the signed purchase order.
(Treasury Regul ati ons 48.4041-11(b) and 48.4221-5(c)
describe the evidence required to establish exenptions.)

B. REG STRATI ON- - GENERAL EXEMPTI ONS

Regi stration for general exenptions is mandatory in
nmost cases, and consultation with the Ofice of the
General Counsel is advised.

6/ 30/ 00
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C. EXEMPTI ON CERTI FI CATES

Exenption certificates will generally be required from

the University for the follow ng transactions: (1)
pur chases of any liquid fuel for exclusive use by the
Uni versity--Section 4041(g)(2)--and (2) purchases of
articles froma manufacturer for exclusive use by the
Uni versity--Section 4221(a)(4).

Certain requirenents are to be stated in an exenption
certificate (See Appendi x).

Not e: A purchase order containing all required
information in an exenption certificate is
acceptable in lieu of the certificate.

V. ACCOUNTI NG OFFI CER'S RESPONS| Bl LI TI ES

The accounting officer on each canpus is responsible for
assuring conpliance with all aspects of the Federal Excise Tax
| aw. He/she is responsible for determning, in coordination
wi th the canpus Purchasi ng Departnent, whether excise tax is

*x to be paid on any given University purchases, and for filing
Form 720, Quarterly Federal Excise Tax Return

In carrying out these responsibilities, the accounting officer
may have to consult the references given below for further
information. Any matters in question should be referred to
General Counsel’s Ofice. The Ofice of the Vice President--
Fi nanci al Managenent should be notified of any Federal Excise
tax problens that have Universityw de inplications.

V. REFERENCES

Chapters 31-40, Internal Revenue Code, Vol. Il, Standard
Federal Tax Reporter. Chicago, Ill: Conmerce C earing
House, 1986.

Chapters 31-40, Title 26, United States Codes Annot ated.
St. Paul, Mnn.: Wst Publishing Co., 1986.

Part 48, Title 26, Code of Federal Regulations. Washington,
D.C.: US. CGovernnent Printing Ofice, 1982.

Director D. L. Alter, Menorandumto Accounting Oficers
on Federal Excise Taxes, August 16, 1993.

Hi storical note: Oiginal Accounting Manual chapter first
publ i shed 7/15/86. Revised 12/30/93, 6/30/00, and 6/30/02;
anal yst--Jane Sterzinger.
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APPENDI X: EXEMPTI ON CERTI FI CATE

( Dat e) , 19

| hereby certify that | am
(Title of Oficer) of (State or
| ocal governnment) that | am authorized to execute this
certificate; and that: (Check applicable type of certificate):
on the reverse side hereof, (or)
all orders placed by the purchaser for the period

commenci ng (Date) and endi ng
(Date) (period not to exceed 12 cal endar
gquarters), are, or will be, purchased from
(Nanme of manufacturer) for the exclusive
use of (Gover nnent a
unit) of (State or local governnent).

| understand that the exenption fromtax in the case of
sales of articles under this exenption certificate to a State,
etc., islimted to the sale of articles purchased for its
excl usive use. | understand that the fraudul ent use of this
certificate for the purpose of securing this exenption wll
subject nme and all parties nmaking such fraudul ent use of this
certificate to a fine of not nore than $10, 000, or to
i mprisonnment for not nore than 5 years, or both, together with
costs of prosecution.

(Signature)

(Addr ess)

End.
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