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POLICY DIRECTIVE
TAXATION OF LOW SULFUR CLEAR DIESEL FUEL

In arder to clarify previous correspondence issued from the Motor Fuel Tax
Administration, and in accordance with Title 30, Chapter 51, Section 5132 (a) and
(b), Delaware Code, sales of low sulfur, clear (no red dye) diesel fuel to purchasers
not the holder of a valid special fuel user or dealer license must include the State
of Delaware special fuels excise tax in the purchase price. Only licensed special
fuel users and dealers can purchase low sulfur, clear diesel fuel tax free. As in the
past, licensed special fuel suppliers are autheorized to purchase special fuel tax free
regardless of the color of the fuel.

Sales of diesel fuel, which contains evidence of red dye in accordance with
Internal Revenue Service fuel dying regulations, shall be exempt from the State of
Delaware special fuel excise tax regardless of the license status of the purchaser.
Specifically, red dyed diesel fuel sales from a licensed supplier to an unlicensed
purchaser are not required to have the State of Delaware special fuels excise tax
included in the purchase price. Sales of tax free, red dyed diesel fuel are to be
reported by licensed special fuel suppliers on disbursements schedule 6E
identifying monthly totals by customer. The words "red dyed fuel™ are to be
recorded in column 4.

This Policy Directive is made in accordance with Title 30, Chapter 51,
Sectlion 5138 (a), Delaware Code. The effective date of this Policy Directive shall
be October 15, 1995,
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