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are introduced, or a general price reduction affecting articles held in stock
by the vendee as of a certain date. On
the other hand, repayments made to
the vendee do not effectuate price readjustments if given in consideration of
circumstances under which the vendee
has incurred, or is required to incur, an
expense which, if treated as a separate
item in the original transaction, would
have been includible in the price of the
article for purposes of computing the
tax.
Examples. The provisions of paragraph (e)(1) of this section may be illustrated by the following examples:

contract providing that, if the article
was lost, damaged, or destroyed in
transit, title would revert to the vendor and the vendor would reimburse
the vendee in full for the sale price,
then the original sale is considered to
have been rescinded. The vendor is entitled to credit or refund of the tax
paid upon reimbursement of the full
tax-included sale price to the vendee.

Example (1). B, a manufacturer of fishing
rods, bills its distributors in a specified
amount per fishing rod purchased by them.
Thereafter, B issues to each distributor a
credit memorandum in the amount of X dollars for each demonstration by the distributor of the fishing rods at a sporting
goods exhibition. The credit which B allows
the distributor for demonstration of B’s
product does not effect a readjustment of
price.
Example (2). C, a manufacturer of automobiles, bills its dealers in a specified
amount per automobile purchased by them.
Thereafter, C remits to the dealer X dollars
of the original sale price for each automobile
sold by the dealer in the last month of the
model year. An additional amount of Y dollars is paid to the dealer upon a showing by
the dealer that the dealer has paid Y dollars
to the salesperson who made the sale. In this
case, the X dollars paid to the dealer by C
constitutes a bona fide discount, rebate, or
allowance since payment of such amount is
in the nature of a price reduction by reason
of the dealer’s inventory when new models
are introduced. In addition, the Y dollars
paid to the dealer in reimbursement for the
amount paid by the dealer to the salesperson
who made the sale, also constitutes a bona
fide discount, rebate, or allowance.

(a) In general. If a manufacturer has
paid the tax imposed by chapter 32 on
the price of any article sold by the
manufacturer and thereafter has repaid
a portion of the price to the purchaser
or any subsequent vendee in reimbursement of expenses for local advertising
of the article or any other article sold
by the manufacturer which is taxable
at the same rate under the same section of chapter 32, the reimbursement
will be considered a price readjustment
constituting an overpayment which the
manufacturer may claim as a credit or
refund. The amount of the reimbursement may not, however, exceed the
limitation
provided
by
section
4216(e)(2) and § 48.4216(e)–2, determined
as of the close of the calendar quarter
in which the reimbursement is made or
as of the close of any subsequent calendar quarter of the same calendar
year in which it is made. The term
‘‘local advertising’’, as used in this section, has the same meaning as prescribed by section 4216(e)(4) and includes generally, advertising which is
broadcast over a radio station or television station, or appears in a newspaper or magazine, or is displayed by
means of an outdoor advertising sign
or poster.
(b) Local advertising charges excluded
from taxable price in one year but repaid
in following year—(1) Determination of
price readjustments for year in which
charge is repaid. If the tax imposed by
chapter 32 was paid with respect to
local advertising charges that were excluded in computing the taxable price
of an article sold in any calendar year

(2) Inability to collect price. A chargeoff of an amount outstanding in an
open account, due to inability to collect, is not a bona fide discount, rebate,
or allowance and does not, in and of
itself, give rise to a price readjustment
within the meaning of this section.
(3) Loss or damage in transit. If title to
an article has passed to the vendee, the
subsequent loss, damage, or destruction of the article while in the possession of a carrier for delivery to the
vendee does not, in and of itself, affect
the price at which the article was sold.
However, if the article was sold under a

[T.D. 8043, 50 FR 32024, Aug. 8, 1985; 50 FR
42518, Oct. 21, 1985]
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local advertising charges.
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§ 48.6416(b)(2)–2

but are not repaid to the manufacturer’s purchaser or any subsequent vendee before May 1 of the following calendar year, the subsequent repayment
of those charges by the manufacturer
in reimbursement of expenses for local
advertising will be considered a price
readjustment constituting an overpayment which the manufacturer may
claim as a credit or refund. The
amount of the reimbursement may not,
however, exceed the limitation provided
by
section
4216(e)(2)
and
§ 48.4216(e)–(2), determined as of the
close of the calendar quarter in which
the reimbursement is made or as of the
close of any subsequent calendar quarter of the same calendar year in which
it is made.
(2) Redetermination of price readjustments for year in which charge was made.
If the tax imposed by chapter 32 was
paid with respect to local advertising
charges that were excluded in computing the taxable price of an article
sold in any calendar year but are not
repaid to the manufacturer’s purchaser
or any subsequent vendor before May 1
of the following calendar year, the
manufacturer may make a redetermination, in respect of the calendar
year in which the charge was made, of
the price readjustments constituting
an overpayment which the manufacturer may claim as a credit or refund.
This redetermination may be made by
excluding the local advertising charges
made in the calendar year that became
taxable as of May 1 of the following
calendar year.
[T.D. 8043, 50 FR 32026, Aug. 8, 1985]

cprice-sewell on PRODPC61 with CFR

§ 48.6416(b)(1)–4 Supporting evidence
required in case of price readjustments.
No credit or refund of an overpayment arising by reason of a price readjustment described in § 48.6416(b)(1)–2 or
§ 48.6416(b)(1)–3 shall be allowed unless
the manufacturer who paid the tax submits a statement, supported by sufficient available evidence—
(a) Describing the circumstances
which gave rise to the price readjustment,
(b) Identifying the article in respect
of which the price readjustment was allowed,

(c) Showing the price at which the
article was sold, the amount of tax
paid in respect of the article, and the
date on which the tax was paid,
(d) Giving the name and address of
the purchaser to whom the article was
sold, and
(e) Showing the amount repaid to the
purchaser or credited to the purchaser’s account.
[T.D. 8043, 50 FR 32026, Aug. 8, 1985]

§ 48.6416(b)(2)–1 Certain exportations,
uses, sales, or resales causing overpayments of tax.
In the case of any payment of tax
under section 4041 (a)(1) or (a)(2) (diesel
fuel and special fuels tax) or under
chapter 32 (manufacturers tax) that is
determined to be an overpayment by
reason of certain exportations, uses,
sales, or resales described in section
6416(b)(2) and § 48.6416(b)(2)–2, the person who paid the tax may file a claim
for refund of the overpayment or, in
the case of overpayments under chapter 32, may claim credit for the overpayment on any return of tax under
this subpart which the person subsequently files. However, under the circumstances described in section 6416(c)
and § 48.6416(e)–1, the overpayments
under chapter 32 may be refunded to an
exporter or shipper. No interest shall
be paid on any credit or refund allowed
under this section. For provisions relating to the evidence required in support of a claim for credit or refund
under this section, see § 301.6402–2 of
this chapter (Regulations on Procedure
and Administration) and §§ 48.6416(b)(2)–
3 and 48.6416(b)(2)–4. For provisions authorizing the taking of a credit in lieu
of filing a claim for refund, see section
6416(d) and § 48.6416(f)–1.
[T.D. 8043, 50 FR 32026, Aug. 8, 1985, as amended by T.D. 8879, 65 FR 17160, Mar. 31, 2000]

§ 48.6416(b)(2)–2 Exportations,
sales, and resales included.

(a) In general. The tax paid under
chapter 32 (or under section 4041(a) or
(d) in respect of sales or under section
4051) with respect to any article is considered to be an overpayment in the
case of any exportation, use, sale, or
resale described in this section. This
section applies only in those cases in
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