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Importance of Tax Changes
Beginning on October 1, 2005, the federal excise tax imposed on the removal of kerosene (jet fuel) from the terminal rack is $0.244 per gallon. Initially, this tax is credited to the Highway Trust Fund. The amount eligible to be transferred into the Airport and Airways Trust Fund is based on the gallons that are used in aviation. This amount will be tracked by the refund requests that are filed by FBOs, operators and others, showing that the gallons were used in an aircraft. If no refund request is filed, it is assumed that the kerosene was used for highway use and the tax remains in the Highway Trust Fund. 


Only Ultimate Vendors (generally the FBO) may apply for the tax refund for kerosene used in non-commercial aviation, so it is critical that the FBO register with the IRS as an Ultimate Vendor and make these refund requests. Otherwise, the federal taxes paid for kerosene used in a non-commercial aircraft will be allocated to the highways rather than for improvement of our airports and airways. Ideally, FBOs will charge the .219 tax rate and will then be eligible for a .025 refund on all fuel sold. 


However, some FBOs will choose to charge operators .244. In this case, the commercial end user/operator is eligible for a .025 refund on fuel used for commercial purposes. The FBO is the ONLY entity permitted to apply for the .025 refund on non-commercial sales and uses. Therefore, the portion of taxes collected from non-commercial use fuel would remain in the Highway Trust Fund, instead of being transferred to the Airport and Airways Trust Fund. Commercial uses include Part 135 air charter operations and Part 91K fractional program operations.


Frequency of filing for refund
Refund requests made by FBOs may be filed on a weekly basis in most cases, provided the refund request exceeds $100. Refund requests by commercial operators may be filed as a credit quarterly (IRS Form 720) or as a refund weekly (IRS Form 8849).


Necessary IRS Forms (click to download)
	FBO
	Commercial Operator 

	IRS Form 637, Application for Registration
	Option #1
IRS Form 720 

	Sample Waiver 
	IRS Form 720 Instructions 

	IRS Form 8849 
	Option #2
IRS Form 8849 

	IRS Form 8849, Schedule 2 
	IRS Form 8849, Schedule 1 

	Sample FBO Letter to Customers and Waiver 
	 




FBO Refund Process
· Obtain Registered Ultimate Vendor status (IRS Form 637)
Sell all gallons of fuel at .219 (i.e. for .025 less than you were charged). If you are selling fuel at .244, STOP here - you are not eligible for a refund.

· Obtain certificate from each purchaser waiving purchaser’s right to refund. (All purchasers should mark "for non-exempt use in noncommercial aviation", even if fuel is used partly for commercial and partly for noncommercial aviation.) A form letter from FBOs to customers, including a sample waiver form, is available above. 
· File IRS Form 8849 Claim for Refund of Excise Taxes 

· Attach 8849 Schedule 2 Sales by Registered Ultimate Vendor 

· Line item 3c Sales by Registered Vendors of Kerosene for Use in Aviation after September 30, 2005 

(a) Rate: Pre-filled as .025

(b) Gallons: Enter total number of gallons sold (minus any government or military sales – click here for special military/government guidance)

(c) Amount of Refund: Multiply (a) by (b) 

· File weekly if refund amount exceeds $100. If the amount does not exceed $100, file when accumulated refund amount exceeds $100. 

Commercial Operator Refund Process
Option #1: Using IRS Form 720 (filing quarterly)
· Track gallons used for commercial aviation purchased at the .244 tax rate 

· Track gallons used for commercial aviation purchased at the .219 tax rate 

· File IRS Schedule C when filing Form 720 Quarterly Excise Tax Return, 

· Schedule C Line item 5a – Kerosene taxed at $.244 

· Rate: Pre-filled as .20 (usual .175 credit + .025 additional credit) 

· Gallons: Enter total number of gallons used for commercial aviation and purchased at .244 tax rate 

· Amount of claim: Multiply rate by gallons 

· Line item 5b – Kerosene taxed at $.219 

· Rate: Pre-filled as .175 (usual .175 credit) 

· Gallons: Enter total number of gallons used for commercial aviation and purchased at .219 tax rate 

· Amount of claim: Multiply rate by gallons 

· File quarterly 

· You may NOT file for a credit on fuel sold to you at .244 that was ultimately used for a noncommercial purpose. 

Option #2: Using IRS Form 8849 (filing weekly)
· Track gallons used for commercial aviation purchased at the .244 tax rate 

· Track gallons used for commercial aviation purchased at the .219 tax rate 

· File IRS Form 8849 Claim for Refund of Excise Taxes 

· Attach IRS Form 8849, Schedule 1 Nontaxable Use of Fuels 

· Line item 5a – Kerosene taxed at $.244 

· • Rate: Pre-filled as .20 (usual .175 refund + .025 additional refund) 

· • Gallons: Enter total number of gallons used for commercial aviation and purchased at .244 tax rate 

· • Amount of claim: Multiply rate by gallons 

· Line item 5b – Kerosene taxed at $.219 

· Rate: Pre-filled as .175 (usual .175 refund) 

· Gallons: Enter total number of gallons used for commercial aviation and purchased at .219 tax rate 

· Amount of claim: Multiply rate by gallons 

· File weekly 

· You may NOT file for a credit on fuel sold to you at .244 that was ultimately used for a noncommercial purpose.
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