
 
 
© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG 
International Limited, a private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license by the independent 
member firms of the KPMG global organization. 

TaxNewsFlash 
United States 

No. 2021-083 
February 19, 2021 

IRS announces waiver of dyed fuel penalty in Texas 
 
The IRS today announced that it will not impose a penalty when dyed diesel fuel is sold for use or is 
used on the highway in Texas. 
 
According to the IRS release (TX-2021-01, February 19, 2021), this relief is intended to minimize or 
prevent disruptions to the supply of fuel for diesel-powered highway vehicles because of severe winter 
weather conditions in Texas. This relief is effective retroactively to February 12, 2021, and will remain 
in effect through February 26, 2021. 
 
The penalty relief is available to any person that sells or uses dyed fuel for highway use. In the case of 
the operator of the vehicle in which the dyed fuel is used, the relief is available only if the operator or 
the person selling the fuel pays the tax of 24.4 cents per gallon that is normally applied to diesel fuel 
for highway use. The IRS will not impose penalties for failure to make semimonthly deposits of this 
tax. As the IRS noted, dyed diesel fuel generally is not taxed because it is sold for uses exempt from 
excise tax—such as to farmers for farming purposes, for home heating use, and to local governments 
for buses. 
 
For more information, contact a tax professional with KPMG’s Excise Tax Practice group: 
 
Taylor Cortright | +1 (202) 533 6188 | tcortright@kpmg.com 
 
 
 
 
The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters" 
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is 
issued for general informational purposes only, is intended to enhance the reader’s knowledge on the matters addressed 
therein, and is not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide 
accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it 
will continue to be accurate in the future. Applicability of the information to specific situations should be determined through 
consultation with your tax adviser. 
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or joint venturers. No member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG 
International or any member firm in any manner whatsoever. 

Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG’s 
Federal Tax Legislative and Regulatory Services Group at + 1 202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.  
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