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Federal Acquisition Regulation 29.203 

local taxation may reasonably be at 
issue, contractors should be discour-
aged from negotiating independently 
with taxing authorities if the contract 
involved is either (1) a cost-reimburse-
ment contract or (2) a fixed-price con-
tract containing a tax escalation 
clause. 

(d) Before purchasing goods or serv-
ices from a foreign source, the con-
tracting officer should consult the 
agency-designated counsel (1) for infor-
mation on foreign tax treaties and 
agreements in force and on the imple-
mentation of any foreign-tax-relief 
programs and (2) to resolve any other 
tax questions affecting the prospective 
contract. 

Subpart 29.2—Federal Excise 
Taxes 

29.201 General. 

(a) Federal excise taxes are levied on 
the sale or use of particular supplies or 
services. Subtitle D of the Internal 
Revenue Code of 1954, Miscellaneous 
Excise Taxes, 26 U.S.C. 4041 et seq., and 
its implementing regulations, 26 CFR 
parts 40 through 299, cover miscella-
neous federal excise tax requirements. 
Questions arising in this area should be 
directed to the agency-designated 
counsel. The most common excise 
taxes are— 

(1) Manufacturers’ excise taxes im-
posed on certain motor-vehicle arti-
cles, tires and inner tubes, gasoline, lu-
bricating oils, coal, fishing equipment, 
firearms, shells, and cartridges sold by 
manufacturers, producers, or import-
ers; and 

(2) Special-fuels excise taxes imposed 
at the retail level on diesel fuel and 
special motor fuels. 

(b) Sometimes the law exempts the 
Federal Government from these taxes. 
Contracting officers should solicit 
prices on a tax-exclusive basis when it 
is known that the Government is ex-
empt from these taxes, and on a tax-in-
clusive basis when no exemption exists. 

(c) Executive agencies shall take 
maximum advantage of available Fed-
eral excise tax exemptions. 

[48 FR 42293, Sept. 19, 1983, as amended at 55 
FR 52793, Dec. 21, 1990] 

29.202 General exemptions. 

No Federal manufacturers’ or spe-
cial-fuels excise taxes are imposed in 
many contracting situations as, for ex-
ample, when the supplies are for any of 
the following: 

(a) The exclusive use of any State or 
political subdivision, including the Dis-
trict of Columbia (26 U.S.C. 4041 and 
4221). 

(b) Shipment for export to a foreign 
country or an outlying area of the 
United States. Shipment must occur 
within 6 months of the time title 
passes to the Government. When the 
exemption is claimed, the words ‘‘for 
export’’ must appear on the contract or 
purchase document, and the con-
tracting officer must furnish the seller 
proof of export (see 26 CFR 48.4221–3). 

(c) Further manufacture, or resale 
for further manufacture (this exemp-
tion does not include tires and inner 
tubes) (26 CFR 48.4221–2). 

(d) Use as fuel supplies, ships or sea 
stores, or legitimate equipment on ves-
sels of war, including (1) aircraft owned 
by the United States and constituting 
a part of the armed forces and (2) guid-
ed missiles and pilotless aircraft owned 
or chartered by the United States. 
When this exemption is to be claimed, 
the purchase should be made on a tax- 
exclusive basis. The contracting officer 
shall furnish the seller an exemption 
certificate for Supplies for Vessels of 
War (an example is given in 26 CFR 
48.4221–4(d)(2); the IRS will accept one 
certificate covering all orders under a 
single contract for a specified period of 
up to 12 calendar quarters) (26 U.S.C. 
4041 and 4221). 

(e) A nonprofit educational organiza-
tion (26 U.S.C. 4041 and 4221). 

(f) Emergency vehicles (26 U.S.C. 4053 
and 4064(b)(1)(c)). 

[48 FR 42293, Sept. 19, 1983, as amended at 53 
FR 662, Jan. 11, 1988; 68 FR 28083, May 22, 
2003] 

29.203 Other Federal tax exemptions. 

(a) Pursuant to 26 U.S.C. 4293, the 
Secretary of the Treasury has exempt-
ed the United States from the commu-
nications excise tax imposed in 26 
U.S.C. 4251, when the supplies and serv-
ices are for the exclusive use of the 
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48 CFR Ch. 1 (10–1–06 Edition) 29.300 

United States. (Secretarial Authoriza-
tion, June 20, 1947, Internal Revenue 
Cumulative Bulletin, 1947–1, 205.) 

(b) Pursuant to 26 U.S.C. 4483(b), the 
Secretary of the Treasury has exempt-
ed the United States from the federal 
highway vehicle users tax imposed in 
26 U.S.C. 4481. The exemption applies 
whether the vehicle is owned or leased 
by the United States. (Secretarial Au-
thorization, Internal Revenue Cumu-
lative Bulletin, 1956–2, 1369.) 

[53 FR 662, Jan. 11, 1988] 

Subpart 29.3—State and Local 
Taxes 

29.300 Scope of subpart. 
This subpart prescribes the policies 

and procedures regarding the exemp-
tion or immunity of Federal Govern-
ment purchases and property from 
State and local taxation. 

29.301 [Reserved] 

29.302 Application of State and local 
taxes to the Government. 

(a) Generally, purchases and leases 
made by the Federal Government are 
immune from State and local taxation. 
Whether any specific purchase or lease 
is immune, however, is a legal question 
requiring advice and assistance of the 
agency-designated counsel. 

(b) When it is economically feasible 
to do so, executive agencies shall take 
maximum advantage of all exemptions 
from State and local taxation that may 
be available. If appropriate, the con-
tracting officer shall provide a Stand-
ard Form 1094, U.S. Tax Exemption 
Form (see part 53), or other evidence 
listed in 29.305(a) to establish that the 
purchase is being made by the Govern-
ment. 

[48 FR 42293, Sept. 19, 1983, as amended at 62 
FR 237, Jan. 2, 1997] 

29.303 Application of State and local 
taxes to Government contractors 
and subcontractors. 

(a) Prime contractors and sub-
contractors shall not normally be des-
ignated as agents of the Government 
for the purpose of claiming immunity 
from State or local sales or use taxes. 
Before any activity contends that a 

contractor is an agent of the Govern-
ment, the matter shall be referred to 
the agency head for review. The refer-
ral shall include all pertinent data on 
which the contention is based, together 
with a thorough analysis of all rel-
evant legal precedents. 

(b) When purchases are not made by 
the Government itself, but by a prime 
contractor or by a subcontractor under 
a prime contract, the right to an ex-
emption of the transaction from a sales 
or use tax may not rest on the Govern-
ment’s immunity from direct taxation 
by States and localities. It may rest in-
stead on provisions of the particular 
State or local law involved, or, in some 
cases, the transaction may not in fact 
be expressly exempt from the tax. The 
Government’s interest shall be pro-
tected by using the procedures in 
29.101. 

(c) Frequently, property (including 
property acquired under the progress 
payments clause of fixed-price con-
tracts or the Government property 
clause of cost-reimbursement con-
tracts) owned by the Government is in 
the possession of a contractor or sub-
contractor. Situations may arise in 
which States or localities assert the 
right to tax Government property di-
rectly or to tax the contractor’s or sub-
contractor’s possession of, interest in, 
or use of that property. In such cases, 
the contracting officer shall seek re-
view and advice from the agency-des-
ignated counsel on the appropriate 
course of action. 

29.304 Matters requiring special con-
sideration. 

The imposition of State and local 
taxes may result in special contract 
considerations including the following: 

(a) With coordination of the agency- 
designated counsel, a contract may (1) 
state that the contract price includes 
or excludes a specified tax or (2) re-
quire that the contractor take certain 
actions with regard to payment, non-
payment, refund, protest, or other 
treatment of a specified tax. Such spe-
cial treatment may be appropriate 
when there is doubt as to the applica-
bility or allocability of the tax, or 
when the applicability of the tax is 
being litigated. 
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