
C O M M I T T E E  R E P O R T  

4/21/75 H O U S E

Hr. Speaker: Date__________________________

The C o m m i t t e e  on FIMANCE_____________ has had  HB 12_8______________
under c o n s i d e r a t i o n .  A M a j o r i t y  of the m e m b e r s  of the C o m m i t t e e  

( ) r e c o m m e n d s  it DO PASS

( ) r e c o m m e n d s  it DO NOT PASS

( ) rec o m m e n d s  it DO PASS WITH A T T A C H E D  A M E N D M E N T ( S )

( ) r e c o m m e n d s  it BE R E P L A C E D  WITH CS FOR _________________  AND THAT

CS F O R _______________________ DO PASS

( ) " a nd" rec o m m e n d s  it BE R E F E R R E D  TO THE ________________________________

COMM ITTEE

( ) reports it back W I T H O U T  R E C O M M E N D A T I O N  

( ) " o t h e r "

M e m b e r s  signing the M a j o r i t y  report:

" A n  A c t  r e p  l i n g  t h e  r e f u n d  p r o v i s i o n s  o f  t h e  m o t o r  f u e l  o i l  t a x ;  .

a n d  p r o v i d i  f o r  a n  e f f e c t i v e  d a t e . "

M e m b e r s  NOT c o n c u r r i n g  in the M a j o r i t y r e p o r t :

___________________________  recommends:

___________________________  recommends:

___________________________  recommends:

___________________________  recommends:

r e c omme n d s :

C ha i rma n



"An Act repealing the refund provisions of the motor fuel oil
tax; and providing for an effective date."
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M E M O R A N D U M S t a t e  o f  A l a s k a

TO :

F R O M :

B i l l  Par k e r  

C h a i r m a n

H o u s e  State A f f a i r s  Com m i t t ee

G a r y  L. Jenkp 

D i r e c t o r  

A u d i t  D i v i s i o n 1* 

D e p a r t m e n t  t/f R e v e n u e

D A TE :  

F I L E  NO : 

T E L E P H O N E  NO : 

S U B J E C T :

A p r i l  10, 1975

H o u s e  B i l l  328

T h e  fo l l o w i n g is the i n f o r m a t i o n  r e q u e s t e d  b y  t h e  m e m b e r s  of y o u r  C o m m i t t e e  

d u r i n g  the h e a r i n g  on 4/8/75. Du r i n g  this f i s c a l  y e a r  to date, w e  h a v e  issued 

m o t o r  f ue l  r e f u nd s  of $2,763,148. Of this total, t h e  r e fu n d s  for n o n - h i g h w a y  

u s e  of m o t o r  f uel a m o u n t s  to $2,436, 3 6 9 .  Of this l a t t e r  total, 54 p e r c e n t  or 

$ 1 , 4 8 1 , 0 0 0  h a s  b e e n  r e f u n d e d  to c o n s t r u c t i o n  c o n t r a c t o r s ;  26 p e r c e n t  or 

$ 7 0 7 , 4 0 0  has b e e n  issued to c o m p a n i e s  involved in o i l  e x p l o r a t i o n  a n d  9 p e r­

cent or $ 2 4 7 , 9 00  h as  b e e n  r e f u n d e d  to c om p a n i e s  i n v o l v e d  in the logg in g  in­

dustries. As the w o r k  o n  the pi p e l i n e  co n t i n u e s  to i n c r e a s e  d u r i n g  this y ear 

a n d  n e x t  y ear, the p e r c e n t a g e  and amount of r e f u n d s  to c o n s t r u c t i o n  c o m p a n i e s  

sh o ul d  i n c r e a s e  d r a m a t i c a l l y . For ca l e n d a r  y e a r s  1975 and 1976 w e  a n t i c i p a t e  

total p o t e n t i a l  n o n - h i g h w a y  u s e  refu n ds  of $5,000,000.

Also, i n c l u d e d  in S e c t i o n  43 . 4 0 . 0 3 0  is a refu n d  p r o v i s i o n  for fue l  p u r c h a s e d  

in  A l a s k a  and use d  in a f o r e i g n  country. T h e  p r i m e  u s e r  of this p r o v i s i o n  

has b e e n  th e  W h i t e  Pas s  and Y u k o n  Railroad. T h e  r e f u n d s  i s s u e d  for t h e  p a s t  

th r e e  years, b as e d  on f o r e ig n  u s a g e  of f u e l  is as follows: FY 1972-73, 

$50,700; FY 1973-74, $28,000; and F Y  1974-75, $32,800.

Should y o u r  C o m m i t t e e  d e s i r e  an y f u r t h e r  i n f o r m a t i o n  r e g a r d i n g  this bill, 

p l e a s e  f eel f ree to cont a c t  me.

GL J / b j m
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JAY S. HAMMOND, Governor

1 1 E  1 * A  It T >  I E X T  O F  I I F  V E N U E

OFFICE OF THE COMMISSIONER j  POUCH S - IUHEAU 99801
/

A p r i l  2, 1975

/

T h e  H o n o r a b l e  W i l l i a m  P a r k e r

C h a i r m a n  \ n

H o u s e  State A f f a i r s  C o m m i t t e e  A x

A l a s k a  State L e g i s l a t u r e  

S tate Capitol 

J uneau, Al a s k a

Re: H o u s e  Bill No. 328

D e a r  Mr. Parker:

H o u s e  Bill No. 328, an Act r e p e a l i n g  the refund p r ov i s i o n s  of the m o t o r  

fuel oil tax, was introduced on M a r c h  24, 1975 and was referred to the H o u s e
S t a t e  Af f a i r s  and F i n a n c e  Committees.

A t  y o u r  request for the c o n s i d e r a t i o n  of the H o u s e  S t a t e  A f f a i r s  Commi t t e e , I am 

e n c l o s i n g  a copy of a fiscal n o t e  and m e m o r a n d u m  from G a r y  L. Jenki n s ,  D i r ector,

A u d i t  D i vision, D e p a r t m e n t  of R e v e n u e  c o n c e r n i n g  m o t o r  fuel oil tax refunds

w h i c h  w o u l d  be e l i m i n at e d  by the p ro v i s i o n s  of H o u s e  Bill No. 328.

Mr. J e n k i ns  w i l l  a p p e a r  at the m e e t i n g  of the H o u s e  S t a t e  A f f a i r s  Co m m i t t e e  

on A p r i l  2, 1975 at 1:00 p.m. to a n s w e r  qu e s t i o n s  on the m a t e r i a l  submitted 

c o n c e r n i n g  the subject legislation.

V er y  truly yours,

R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t

R D S :eh

cc: G a r y  L. J e n k i n s

D irector, A u d i t  D i v i s i o n

T h e  H o n o r a b l e  H u g h  M a l o n e  

C hairman, H o u s e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e
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I N  T H E  H O U S E  B Y  T H E  S T A T E  A F F A I R S  C O M M I T T E E

C S  F O R  H O U S E  B I L L  WO. 328

I N  T H E  L E G I S L A T U R E  O P  T H E  S T A T E  O P  A L A S K A  

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B.TLL

F o r  a n  A o c  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  the r e f u n d  p r o v i s i o n s  o f  t h e  m o t o r

f u e l  o i l  tax; a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

5 S e c t i o n  1. A S  4 3 . 4 0 . 0 3 0 ( a )  is a m e n d e d  t o  r ead:

(a) E x c e p t  a s  s p e c i f i e d  i n  sec. 10(j) o f  t h i s  c h a p t e r ,  a  p e r s o n  

w h o  u s e s  m o t o r  f u e l  to  o p e r a t e  a n  I n t e r n a l  c o m b u s t i o n  e n g i n e  1 s e n t i t l e d  

t o  a  r e f u n d  o f  s i x  c e n t s  a g a l l o n  o n  t he first 1 0 . 0 00 g a l l o n s  o f  m o t o r  

f u e l  p u r c h a s e d  e a c n  f i s c a l  y e a r  If

(1) t h e  t a x  o n  t h e  m o t o r  f u e l  h a s  b e e n  paid;

(2) t h e  m o t o r  f u e l  is n o t  a v i a t i o n  f u e l  o r  m o t o r  f u e l  u s e d

i n  a n  e n g i n e  t o  p r o p e l  a  b o a t  o r  w a t e r c r a f t ,  i n c l u d i n g  m o t o r  f u e l  w h i c h  

m a y  be  u s e d  f o r  h e a t i n g  a n d  c o o k i n g  a b o a r d  b o a t s  a n d  w a t e r c r a f t ;  a n d

(3) t h e  i n t e r n a l  c o m b u s t i o n  e n g i n e  is n o t  u s e d  in  or* I n  c o n­

j u n c t i o n  w i t h  a  m o t o r  v e h i c l e  l i c e n s e d  t o  b e  o p e r a t e d  o n  p u b l i c  w a y s .

* Sec. 2. A S  4 3 . 4 0 . 0 3 0  is a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e ad;

(a) E x c e p t  as  p r o v i d e d  i n  sec. 10(j) o f  t h i s  c h a p t e r ,  a  p e r s o n  

w h o  u s e s  m o t o r  fu e l  t o  o p e r a t e  a n  I n t e r n a l  c o m b u s t i o n  e n g i n e  I n  t h e  

d e v e l o p m e n t  a n d  p r o d u c t i o n  o f  r e n e w a b l e  r e s o u r c e s  i n  t h e  s t a t e  Is 

e n t i t l e d  to  a r e f u n d  o f  six c e n t s  a g a l l o n  o n  t h e  t o t a l  a m o u n t  o f  f u e l  

u s e d  i f

(1) t h e  t a x  o n  t h e  m o t o r  f u e l  h a s  b e e n  paid;

(2) the m o t o r  f u e l  is n o t  a v i a t i o n  f u e l  o r  m o t o r  f u e l  u s e d

i n  a n  e n g i n e  t o  p r o p e l  a  b o a t  o r  w a t e r c r a f t ,  I n c l u d i n g  m o t o r  f u e l  w h i c h  

m a y  b e  u s e d  f p r  h e a t i n g  a n d  c o o k i n g  a b o a r d  b o a t s  a n d  w a t e r c r a f t ;  a n d

O r i g i n a l  sponsor: F i nance Committee Offered: V 2 1 / 7 5
Referred: Finance

- 1 -  C S H B  328
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(3) the internal combustion engine is not used in or in 

conjunction with a motor vehicle licensed to be operated on public ways, 

9 Sec- 3. This Act takes effect July 1, 1975.

C S H B  32 S ~*2-

••



if- ( ? %

» <

Introduced: 3/2 V 7 5  
Referred: State Affairs and 
Finance

1 IN THE HOUSE BY THE FINANCE COMMITTEE

2 HOUSE BILL NO. 3 2 0

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 NINTH LEGISLATURE - FIRST SESSION

5
A BILL

6 For an Act entitled: "An Act repealing the refund provisions of the motor

7 fuel oil tax; and providing for an effective date."

8
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. AS A 3 .*10.030 - 4 3 .0.0-30 are repealed.

10 * Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

11

12

070(c).

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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■ - N i l - ,  l  l i  L e g i s l a t u r e  . . r . I L S T  S e s s io n
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Repeal, 'prov. motor fuel oil tax
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R e a d  first t i m e  a n d  re ferred  
to C o m m i t t e e  o n
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Finance

R e p o r t e d  h a c k  w it h  
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S E C R E T A R Y  O F  T H E  S E N A T E

H I S T O R Y  I N  T H E  H O U S E

19 R e c e i v e d  f r o m  S e n a t e

R e p o r t e d  c o r r e c t ly  e n r o l l e d

S e n t  to G o v e r n o r

B v  G o v e r n o r

F i l e d  w it h  J.t. G o v e r n o r

C h a p t e r  N o -
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I n t r o d u c e d :  3 / 2 4 / 7 5
R e f e r r e d :  S t a t e  A f f a i r s  and
F i n a n c e

N THE HOUSE BY THE FINANCE COMMITTEE

HOUSE BILL NO. 32c 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

or an Act e n t it le d : "An Act repea ling the refund prov is ions of the motor

fue l o i l  tax ; and prov id ing for an e ffective  date."

E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.40.030 - 43.40.080 are repealed.

* Sec. 2. This Act takes effect immediately in  accordance w ith AS 01.10.- 

70(c ).

- 1 HB 328
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In THE HOUSE BY THF- STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO. 328 

IN THE LEGISLATURE OF THE STATE OF ALASKA 
NINTH LEGISLATURE -  FIRST SESSION 

A BILL
'or an Act e n t i t l e d :  "An Act r e l a t i n g  to the refund p rov is ions o f  the motor

fue l o i l  tax ;  and prov id ing f o r  an e f f e c t i v e  da te . "
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

s Section 1. AS 4 3 .4 0 .0 3 0 (a )  i s  amended to  read:
(a )  Ex.-s.pt os spec i f ied  in  sec. 1 0 ( j )  o f  th i s  chapter,  a person 

who uses motor fue l  to operate an in t e rn a l  combustion engine i s  en t i t l e d  
to a refund o f  s ix  cents a g a l l on  on the f i r s t  10 ,000 ga l lons  o f  motor 
f u e l  purchased each f i s c a l  year i r  

1,1 : j  the tax on the motor f u e l  has been paid;
(<.') the motor f u e l  I s  not a v ia t ion  fu e l  o r  motor fu e l  used

in an engine to prope l a boat o r  w a te rc ra f t ,  inc lud ing motor fu e l  which
may be used f o r  heating and cooking aboard boats and w a te rc ra f t ;  and

(3 ) the In t e rn a l  combustion engine i s  not used in or1 in con­
junct ion  with a motor veh ic le  l icensed to be operated on public ways.

* Sec. 2. AS 43 .40 .030 i s  amended by adding a new subsection to read:
(d ) Except as provided in see. 1 0 ( j )  o f  th i s  chapter , a person 

who uses motor f u e l  to operate an in t e rn a l  combustion engine in  the 
development, and production o f  renewable resources in  the s ta te  i s  
e n t i t l e d  to a refund o f  s ix  cents a g a l l on  on the t o t a l  amount o f  fu e l  
used i f

( 1 )  the tax on the motor f u e l  has been paid;
(2 )  the motor fu e l  i s  not av ia t ion  f u e l  o r  motor f u e l  used

in an engine to p rope l  a boat o r  wa te rc ra f t ,  inc luding motor f u e l  which
may be used f o r  heating and cooking aboard boats and wa te rc ra f t ;  and

- 1 -  CSHB 328
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( 3 )  the i n t e r n a l  combustion engine i s  not used in or in 
conjunction with a motor veh ic le  l icensed to be operated on public ways, 

* Sec. 3. This Act takes e f f e c t  Ju ly  1, 1975.
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OFFICE OF JHE COMMISSIONER

*
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£
The Honorable W illiam  Parker 
Chairman
House State A ffa irs  Committee 
Alaska State Legis lature 
State Capitol 
Juneau, Alaska

Re: House B i l l  No. 328
\

Dear Mr. Parker:

House B i l l  No. 328, an Act repealing the refund provis ions of the motor 
f u e lo i l  tax, was introduced on March 24, 1975 and was referred to the House 
State A ffa irs  and Finance Committees.

At your request fo r the consideration of the House State A ffa irs  Committee, I  am 
enclosing a copy of a f is c a l note and memorandum from Gary L. Jenkins, D irector, 
Audit D iv is io n , Department of Revenue concerning motor fue l o i l  tax refunds 
which would be elim inated by the provisions of House B i l l  No. 328.

Mr. Jenkins w i l l  appear at the meeting of the House State A ffa irs  Committee 
on A p r il 2, 1975 at 1:00 p.m. to answer questions on the m ateria l submitted 
concerning the subject le g is la t io n .

Very tru ly  yours,

R. D. Stevenson 
Special Assistant

RDS: eh

cc: Gary L. Jenkins
D irector, Audit D iv is ion

The Honorable Hugh Malone 
Chairman, House Finance Committee 
Alaska State Legislature



02-001D (REV 05-73J

M E M O R A N D U M S t a t e  o f  A l a s k a

TO:

FROM:

Hugh Malone 
Chairman
House Finance Committee

Gary L. Jenlq 
Directo r  
Audit Div is : 
Department £f Revenue

DATE: 
FILE NO: 

TELEPHONE NO: 
SUBJECT:

Ap r i l  10 , 1975

The fo l low ing i s  the in fo rmation requested by your Committee regarding 
House B i l l  328. During th is  f i s c a l  year to date , we have issued motor 
fu e l  refunds o f  $2 ,763 ,148 .  Of th is  t o t a l ,  the refunds f o r  non-highway 
use o f  motor f u e l  amounts to $2 ,436 ,369 .  Of th is  l a t t e r  t o t a l ,  54 per ­
cent or $1 ,481 ,000 has been refunded to construction cont rac to rs :  26 per­
cent or $707,400 has been issued to companies involved in o i l  exp lo ra t ion  
and 9 percent or $247,900 has been refunded to companies involved in  the 
logging indus t r ie s .  As the work on the p ipe l ine  continues to increase 
during th i s  year and next yea r ,  the percentage and amount o f  refunds to 
construct ion companies should increase d ramat ica l ly .  For calendar years 
1975 and 1976 we an t ic ipa te  t o t a l  p o ten t i a l  non-highway use refunds o f 
$5 ,000 ,000 .
Also , included in  Section 43 .40 .030 i s  a refund prov is ion f o r  f u e l  purchased 
in  Alaska and used in a fo re ign  country . The prime user of th i s  p rov is ion 
has been the White Pass and Yukon Ra i l road .  The refunds issued f o r  the past 
three yea rs ,  based on fo re ign  usage o f  fu e l  i s  as fo l l ow s :  FY 1972-73,
$50 ,700 ; FY 1973-74, $28,000 ; and F.' 1974-75 , $32,800.
Should your Committee des i re  any fu r th e r  in formation regarding th is  b i l l ,  
p lease f e e l  f ree  to contact me.
GLJ/bjm



02-001B (REV. 08-73)

f ijt f

S t a t e  o f  A l a s k aM E M O R A N D U M

T0 Hugh Malone DATE. A p r i l  10 ,  1975
Chairman
House Finance Committee FILE NO:

/
TELEPHONE NO:

FROM:
Gary L. Jenkifni&ir IV'' 
Director
Audit D iv is i f t m ^ ’̂ 
Department If Revenue

SUBJECT:

The fo llow ing  is  the information requested your Committee regarding 
House B i l l  328 . During th is  f is c a l year to date, we have issued motor 
fu e l refunds of $2 ,7 6 3 , 1 4 8 .  Of th is  to t a l, the refunds for non-highway 
use of motor fu e l amounts to $ 2 ,4 3 6 , 3 6 9 .  Of th is  la tte r to ta l, 54 per­
cent or $1 ,4 8 1 ,0 00  has been refunded to construction contractors; 26 per­
cent or $707 ,400  has been issued to companies involved in  o i l  exploration 
and 9 percent or $247 ,900 has been refunded to companies involved in  the 
logg ing industries . As the work on the p ip e lin e  continues to increase 
during th is  year and next year, the percentage and amount of refunds to 
construction companies should increase dram atica lly . For calendar years 
1975 and 1976 we antic ipate  to ta l po ten tia l non-highway use refunds of 
$5 , 0 0 0 , 0 0 0 .
Also, included in  Section 4 3 .4 0 . 0 3 0  is  a refund provis ion for fu e l purchased 
in  Alaska and used in  a fore ign country. The prime user of th is  provision 
has been the White Pass and Yukon R a ilroad . The refunds issued for the past 
three years, based on fo re ign usage of fu e l is  as fo llow s : FY 1972-73 ,
$ 5 0 ,7 00 ;  FY 1973-74 ,  $ 28 ,0 00 ;  and FY 1974 -75 ,  $32 ,800 .
Should your Committee desire any further information regarding th is  b i l l ,  
please fe e l free to contact me.

GLJ/bjm



The Leg is la tu re  o f  the State o f  Alaska 
FISCAL NOTE

F i r s t  Sess ion -  Ninth L e g i s l a t u r e

REQUEST
B i l l  NO.  HB 328_______________
T i t le : Repeal Refund of l-'oto
Requested by: Jim Rhode
Return Date Requested:_____
Agency; Budget and Management Program

FISCAL DETAIL
Budget Request U n it(s ) Affected:
A. EXPENDITURES: (Thousands of d o lla rs )

OBJECT
100 PERSONAL SERVICES 
200 TRAVEL
300 CONTRACTUAL 
4 00 COMMODITIES
500 EQUIPMENT

LAND :tructures
CLAIMS, ETC

TOTAL

RECEIPTS (Thousands o f d o lla rs )

GENERAL FUND 
FEDERAL FUNDS

PERMANENT/TEMPORARY

I I I .  ANALYSIS (See F isca l Note Preparation In s truc t ions , Section I I I )  

Sec attached narrative analysis.

IV. ATTACHMENT,

PREPARED BY
Carl M. Gonder, Budget Analyst

Leg is la t ive  Finance 
Budget and Management
Prime Sponsor (F irs t Leg is la to r Named)



Pro j ec t ed  revenues received due t o  the abol i shment o f  the s i x  cen*' o f f -  
highway use refund were taken f rom Table V I I  in the a t tached paper dea l ing 
with t r an spo r t a t i o n  taxes .  The assumptions and methodology used to  es t imate 
these r ece i p t s  are exp l a ined in the paper .  Total  c o l l e c t i o n s  over  the next 
three f i s c a l  year s  due to abol i shment o f  the refund would amount to $ 7 , 7 6 7 , 5 0 0 .
My i n t e r p r e t a t i o n  o f  HB 328 suggests tha t  l e g i s l a t i v e  i n t en t  i s  f o r  the con t inu ­
a t i on  o f  the f o u r  cent nonpropu l s i ve marine f ue l  exemption.  I f  t h i s  were not 
the case,  the S ta te  could r e a l i z e  add i t i o na l  revenues f o r  the next th ree f i s c a l  
ye a r s  o f  $ 283 , 800 ,  $311 , 500 ,  and $358 , 200  r e sp e c t i v e l y .  This  would t o t a l  
'*953,500 f o r  these t h r ee  yea r s .
The ma j o r i t y  o f  the increased revenues would be paid by genera l  and spe c i a l t y  
c on t r a c t o r s  who opera te  con s t ru c t i o n  type equipment. I t  i s  p o s s ib l e  t ha t  some 
con t r a c t o r s  who have a f i x ed  p r i ce  l ong- te rm con t ra c t  could s u f f e r  a sma l l e r  
p r o f i t  f rom t n e i r  con t rac t  due to increased fue l  expenses.  There seems l i t t l e  
reason to be l i e ve  t ha t  t h i s  l e g i s l a t i o n  would pose any d i s c r im ina t o r y  advantage 
o r  disadvantage on Alaskan vs.  ou t s i de  owned con t r ac t i ng  f i rms .
I t  i s  a l s o  p oss ib l e  t ha t  a few Alaskan companies t ha t  a r e  engaged in i ndu s t r i e s  
tha t  compete with ou t s i de  companies f o r  the same market cou ld s u f f e r  dec l i nes  
in the compet i t i ve posture and thus ,  s a l e s  due to inc reased f ue l  expenses.  A 
po ss i b l e  example o f  t h i s  s i t u a t i o n  might be the l ogging i ndus t r y .
A macro view o f  the e f f e c t s  o f  t h i s  l e g i s l a t i o n  i s  t h a t  c on t r a c t o r s  and i ndus t ­
r i e s  c u r r e n t l y  en j oy ing the s i x  cent re fund would pass the increas* d fue l  
expenses a long to t h e i r  customers through increased p r i c e s .



S t a t e  o f  A l a s k aM E M O R A N D U M

TO; F rede r ick  P .  Boetsch
Deputy Commissioner, Taxat ion 
Department o f  Revenue

y ,  X  , . j y  h
from. ' Cnry L> jonk in s  

D i r e c to r  
Audit D iv is ion

DATE: 
FILE NO: 

TELEPHONE NO: 
SUBJECT: House B i l l  323

Alaska Sta tu ta Section A3.40.030 provides t h a t ,  with the except ion o f  f u e l  
oo ld  f o r  using snow machines the person in  e n t i t l e d  f o r  a re fund o f  s i x  
cents a  g a l l on  i f  the fo l l ow ing  condi t ions a re  n e t :

1 .  the ta x  has been pa id ;
2 .  the f u e l  l a  not av ia t ion  f u e l  o r  motor f u e l  used i n  on engine
to  p rope l  a boat o r  w a t e r c r a f t ,  inc luding motor f u e l  which nay be 
used f o r  heat ing nnd cooking aboard boats and w a t e r c r a f t ;
3 .  the i n t e r n a l  combustion engine ia  not used in  o r  i n  con junct ion
with a motor v eh ic le  l icensed to  be operated on the pub l i c  highway
system.

Ti l l s  sec t ion  goes on ,  a l s o ,  t o  p rov ide that the tax nay be refunded f o r  
raotor f u e l  which i 3  used in  a fo re ign  country on which the duty i s  paid 
whon the f u e l  i 3  s o ld  i n  Alaska f o r  non-highway use in  a f o r e ig n  count ry .
House B i l l  323 w i l l  e l im inate a l l  p rov is ion s  in  the motor f u e l  tar: s t a tu te  
r e l a t i n g  to f i l i n g  any kind o f  a c la im f o r  re fund .  I f  the in t en t  i a  to  
remove the refund f o r  a non-highway use , i t  would appear p e r t in en t  tha t  the 
sp e c i f i c  p rov is ions  prov id ing f o r  t h i s  be removed and not the whole re fund­
ing process {sections. An example o f  problems that t h i s  could c rea te  would 
be in  the instance where a taxpayer had purchased f u e l  a t  e igh t  conts a 
g a l l o n  and a c tu a l l y  used the f u e l  i n  a marine app l ic a t i on  in  which the tax 
i s  on ly  f o u r  cent3 a g a l l o n .  I f ,  I n  f a c t ,  the sect ions  r e l a t i n g  to  re fund 
were e n t l r o l y  d e le te d ,  there would be no s t a tu to ry  language p rov id ing f o r  
re funding to  a person who had been o r i g i n a l l y  improper ly taxed. A fu r t h e r  
complicat ion would n r i s o  with fuel , so ld in  A laska, which i a  to  be U3 ed 
p r im a r i l y  out o f  Alaska by a fo re ign  u so r .  A prime example o f  th in  would 
be the f u e l  oo ld  to  the White Pa33 and Yukon Ra i l r o ad  i n  A laska .  I t  would 
appear t o  me tha t  perhaps the d r a f t e r s  o f  th i s  B i l l  had not an t ic ipa ted  
th i s  type o f  a problem, <as  I  would thinlc they would not want to  de le te  th i s  
type o f  a p o t e n t i a l  re fund .
The re funds issued f o r  the l a s t  two years ara as f o l l ow s ;

F i s c a l  Year 1973 
F i s c a l  Year 197A

$1 ,342 ,225 
$1,493 967

For F i s c a l  Year 1973-197A the non-highway refunds were $1 ,016 ,362  and 
$ 1 , 1 4 4 ,4 4 5 ,  r e sp e c t i v e ly .



F r e d e r i c k  P. B o e t s c h

A p r i l  2, 1975

P a g e  T w e

For F i s c a l  Year .1975, to date , we have issued refunds In  the amount o f 
$2 ,4 1 4 ,1 19 ,  of which $1 ,826 ,174 were f o r  non-highways. On a s t r a ig h t  
l i n e  progression that would mean we should have t o t a l  p o t e n t i a l  refunds 
f o r  F i s c a l  Year .1975 o f  a minimum of $3 ,621 ,179 o f  which $2 ,739 ,261  were 
f o r  non-highways.
Obviously , the m a jo r i t y  o f  the refunds in the increase which we see r e l a t e  
to the p ipe l ine  ope ra t ions .  I t  would be extremely d i f f i c u l t  to p ro je c t  the 
t o t a l  amount o f  refunds which may be issued in the next two yea rs ,  hut taking 
in to  cons idera t ion  the enormous s ice o f  the p r o j e c t ,  i t  would appear to be 
w e l l  w ith in  the p o s s i b i l i t y  that the refunds might approach $6 ,000 ,000 cr 
more a y ea r ,  o f  which approximately $5 ,000 ,000 were f o r  non-highways.
GLJ/bj m
cc: R. J), Stevenson



The Leg is la tu re  of the State o f Alaska 
FISCAL NOTE

F irs t Session - Ninth Legis lature

REQUEST
B i l l  No.   MB 328_____________________________________________
T i t le : Repeal Refund of Motor Fuel Oil Tax__________
Requested by: Jim Rhode___________________________________
Return Date Requested:__________________________________
Agency; Budget and Management_________________ Program

Date

FISCAL DETAIL
Budget Request U n it(s ) A ffected :____________A. EXPENDITURES: (Thousands o f d o lla rs )

OBJECT
100 PERSONAL SERv'T^S
200 TRAVEL _________________
300 CONTRACTUAL__________
^00 COMMODITIES

TRUCTURES
700 ORANTS CLAIMS, ETC

TOTAL

B. RECEIPTS (Thousands of d o lla rs )

GENERAL FUND
FEDERAL, FUNDS
OTHER

PERM A N E N T/TEMPO RARY

I I I .  ANALYSTS (See F isca l Note Preparation In s truc tions , Section I I I )  

See att .ed narrative analysis.

IV . ATTACHMENTS 2

PREPARED BY

Carl M. Gonder, Budget Analyst

L e g i s l a t i v e  F i n a n c e  

B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

O rig in a l
c c  ;



Pro j ec t ed  revenues received due to  the abol i shment o f  the s i x  cent  o f f -  
highway use refund were taken f rom Table VI I  in the a t tached paper dea l i ng 
with t r a n s po r t a t i o n  taxes .  The assumptions and methodology used to es t imate 
these r e ce i p t s  a re  exp la ined in the paper .  Total  c o l l e c t i o n s  over  the next 
th ree f i s c a l  yea r s  due to abol i shment c f  the re fund would amount to $ 7 , 7 6 7 , 5 0 0 .
My i n t e r p r e t a t i o n  o f  HB 328 suggests t ha t  l e g i s l a t i v e  i n t en t  i s  f o r  the cont inu­
a t i on  o f  the f o u r  cent nonpropu l s i ve  marine f ue l  exemption.  I f  t h i s  were not 
the case,  the S ta te  could r e a l i z e  add i t i o na l  revenues f o r  the next t hree  f i s c a l  
year s  o f  $283 , 800 ,  $311 , 500 ,  and $358 , 200  r e s p ec t i v e l y .  This would t o t a l  
$953 , 500  f o r  these three yea r s .
The ma j o r i t y  o f  the increased revenues would be paid by genera l  and s p e c i a l t y  
c on t r a c t o r s  who operate cons t ruc t ion  type equipment. I t  i s  p o s s i b l e  t ha t  some 
con t r a c t o r s  who have a f i x ed  p r i ce  l ong- te rm con t rac t  cou ld s u f f e r  a sma l l e r  
p r o f i t  f rom t h e i r  c on t r ac t  due to increased f ue l  expenses.  There seems l i t t l e  
reason to  be l i e ve  tha t  t h i s  l e g i s l a t i o n  would pose any d i s c r im ina t o r y  advantage 
o r  disadvantage on Alaskan vs.  ou t s i de  owned con t ra c t i ng  f i rms .
I t  i s  a l s o  p os s i b l e  tha t  a few Alaskan companies t ha t  a r e  engaged in i ndu s t r i e s  
tha t  compete with ou t s i de  companies f o r  the same market could s u f f e r  d ec l i nes  
in the compet i t i ve posture and thus ,  s a l e s  due to increased f ue l  expenses.  A 
po ss i b l e  example o f  t h i s  s i t u a t i o n  might be the logging i ndus t r y .
A macro view o f  the e f f e c t s  o f  t h i s  l e g i s l a t i o n  i s  t ha t  c on t r a c t o r s  and indus t ­
r i e s  c u r r e n t l y  en j oy ing the s i x  cent re fund would pass the increased f ue l  
expenses a long to t h e i r  customers through increased p r i c e s .



M E M O R A N D U M S t a t e  o f  A l a s k a

T0; F rede r ick  P. boetacb.
Deputy CoEmisnioner, Taxat ion 
Department o f  Revenue FILE NO

date: A p r i l  2 ,  1975

TELEPHONE NO
FROM: Gary L .  Jenkins SUBJECT: House B i l l  323

D i re c to r  
Audit D iv is ion

Alaska Statute Section A3.AO.030 provides th a t ,  with the exception o f  f u e l  
s o ld  f o r  using snow machines the person i s  e n t i t l e d  f o r  a re fund o f  s i x  
cents a  g a l l on  i f  the fo l l ow ing  condit ions a re n e t ;

1 .  the ta x  has been pa id ;
2 .  tho f u e l  i 3  not av ia t ion  f u e l  o r  motor f u e l  used in  on engine
to  p rope l  a boat o r  w a t e r c r a f t ,  inc luding no to r  f u e l  which nay be 
used f o r  heat ing and cooking aboard boats and w a te rc ra f t ;
3 .  the i n t e r n a l  combustion engine i s  not used in  o r  i n  con junct ion
with a notcrr v eh ic l e  l icensed t o  be operated on the pub l ic  higbvray
system.

Ti l l s  sec t ion  goe3 on , a l s o ,  to  p rov ide that t ..a tax nay be refunded f o r  
no to r  f u e l  which ±3 used in  a fo re ign  country on which the duty i s  paid 
when the f u e l  i s  so ld  i n  Alaska f o r  non-highway use in  a f o re ig n  country .
House B i l l  323 w i l l  e l im inate  a l l  p rov is ions  in  tho n o to r  f u e l  tax s ta tu te  
r e l a t i n g  to f i l i n g  any kind o f  a c la im f o r  re fund . I f  the in ten t  i s  to 
remove the refund f o r  a non-highway U3e, i t  would appear pe r t inen t  tha t  the 
s p e c i f i c  p rov is ions  prov id ing f o r  t h i s  be removed and not the whole re fund­
ing process sections*. An example c £ problems that t h i 3  could c rea te  v/euld 
be in  the instance where a taxpayer had purchased f u e l  a t  e igh t cents a 

. g a l l on  and a c tu a l l y  used the f u e l  i n  a marine app l ic a t i on  in  v;hich the tax 
i i s  on ly  f o u r  cents a g a l l o n .  I f ,  i n  f a c t ,  the sect ions r e l a t i n g  to  refund 

f were e n t i r e l y  d e la ted ,  the rs  would be no s ta tu t o ry  language prov id ing f o r  
"'“ re funding to a person who had been o r i g i n a l l y  improper ly taxed. A fu r th e r  

complicat ion would a r i s e  with f u e l  so ld  in  Alaska , which 13 to be used 
p r im a r i l y  out o f  Alaska by a fo re ign  u se r .  A prime example o f  th i 3  would
be the f u e l  oo ld to  the White Pass and Yukon Ra i l road  :Ln A laska .  I t  would
appear to  me tha t  perhaps the d r a f t e r s  o f  th i s  B i l l  had not an t ic ipated 
th i s  type o f  a problem, as I  would th ink they would not want to  de le te  th i s  
type o f  a p o t e n t i a l  re fund .
The re funds issued f o r  the l a s t  two years are .as f o l l ow s :

F i s c a l  Year 1973 $1 ,342 ,225
F i s c a l  Year 1974 $1 ,493 ,967

For I-’ i o c a l  Year 1973-1974 the non-highway refunds were $1 ,016 ,862  and 
$1 ,1 4 4 ,4 45 ,  r e sp e c t i v e ly .



F r e d e r i c k  P. B o e t s c h

A p r i l  2, 1975

P a g e  T w o

For F i s c a l  Year 1975, to date ,  we have issued refunds in  the amount o f  
$2 ,414 ,119 ,  o f  which $1 ,826 ,174 were f o r  r.on-highways. On a s t r a ig h t  
l i n e  progression Lhnfc would moan we should have t o t a l  p o t e n t i a l  refunds 
f o r  F i s c a l  Year .1975 o f  a minimum of $3 ,621 ,179 o f  which $2 ,739 ,261  were 
f o r  non-highways.
Obviously , the m a jo r i t y  o f  the refunds in the increase which we see r e l a t e  
to the p ipe l ine  ope ra t ions .  I t  would be extremely d i f f i c u l t  to p ro je c t  the 
t o t a l  amount o f  re funds which may be issued in the next two yea rs ,  but taking 
in to  cons idera t ion  the enormous s i t e  o f  the p r o j e c t ,  i t  would appear to be 
w e l l  with in the p o s s i b i l i t y  that the refunds might approach $6 ,000 ,000  or 
more a yea r ,  o f  which approximately $5 ,000 ,000 were f o r  non-highways.
GLJ/bjm
c c : R. ]). Stevenson
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' ■ ft:

Introduced: 3/24/75
Referred: State A ffa irs  and 
Finance

IN THE HOUSE BY THE FINANCE COMMITTEE

HOUSE BILL NO. 3 2 a 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act e n t it le d : "An Act repea lin g  the refund prov is ions o f the motor

fue l o i l  tax ; and p rov id ing  fo r an e ffec t ive  date."

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43, *40. 030 - 43.40.Q80 are repealed.

* Sec. 2. This Act takes effect immediately in  accordance w ith AS 01 .10 .- 

H70(c) .

HB 328



BY THE STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO

IN THE LEGISLATURE OF THE STATE OF ALA,
NINTH LEGISLATURE - FIRST SESSION

A BILL
"An Act r e l a t i n g  to the re fund p rov is ions  o f  the motor 
f u e l  o i l  ta x ;  anu prov id ing f o r  an e f f e c t i v e  date ."

ATURE OF THE STATE OF ALASKA3E IT ENACTED BY THE LEGI

amended to readect iou 1. AS
(a )  Exoant as spec i f ied  in  sec. 10 ( j ) o f  th i s  chapter,  a person 

who uses motor f u e l  to operate an in t e rn a l  combustion engine i s  e n t i t l e d  
to a refund o f  s ix  cents a ga l l on  on the f i r s t  10,000 ga l lons  o f  motor
f u e l  pureh-o',' ' each f i s c a l  year i f

( i )  the tax on the motor f u e l  has been paid

in an engine to p rope l a  boat o r  w a te rc ra f t ,  inc lud ing motor fu e l  which 
may be used f o r  heating and cooking aboard boats and wa te rc ra f t ;  and

(3 )  the in t e r n a l  combustion engine is  not used in or  in eon-
Uncklon With a motor veh ic le  l icensed to be operated on public ways

Sec. 2 .  AS *13.*)O.O30 i s  amended by adding a new
(d) Except as provided in sec. 1 0 ( j )  o f  th i s  chapter, a person 

who uses motor f u e l  to operate an in te rn a l  combustion engine in the 
development and production o f  renewable resources in the s ta te  is  
e n t i t l e d  to  a refund o f  s ix  cents a g a l l on  on the t o t a l  amount o f  fu e l
used i f

the motor f u e l  i s  not av ia t ion  f u e l  or motor f u e l  used
in  an engine to p rope l  a boat o r  w a te rc ra f t ,  inc luding motor f u e l  which 
may be used f o r  heating and cooking aboard boats and wate rc ra f t ;  and

- 1 -  CSHB 328
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(3) the in te rn a l combustjon engine is  not used in  or in  

conjunction w ith a motor veh ic le  licensed to be operated on pub lic  ways, 

* Sec. 3. This Act takes effect July 1, 1975.
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JAY S. HAMMOND, Governor

W K P A I I T ^ B K X T  O F  K K V K M  E
OFFICE OF THE COMMISSIONER POUCH S - IUNEAU 93801 

A p r il 2, 1975

%
n ,

The Honorable W illiam  Parker 
Chairman
House State A ffa irs  Committee 
Alaska State Legislature 
State Capitol 
Juneau, Alaska

Re: House B i l l  No. 328

Dear Mr. Parker:

House B i l l  No. 328, an Act repealing the refund provisions of the motor 
fue l o i l  tax , was introduced on March 24, 1975 and was referred to the House
State A ffa irs  and Finance Committees.

At your request for the consideration of the House State A ffa irs  Committee, I  am 
enclosing a copy of a f is c a l note and memorandum from Gary L. Jenkins, D irector,
Audit D iv is io n , Department of Revenue concerning motor fue l o i l  tax refunds
which would be elim inated by the provisions of House B i l l  No. 328.

Mr. Jenkins w i l l  appear at the meeting of the House State A ffa irs  Committee 
on A p r il 2, 1975 at 1:00 p.m. to answer questions on the m ateria l submitted 
concerning the subject le g is la t io n .

Very tru ly  yours,

R. D, Stevenson 
Special Assistant

RDS: eh

cc: Gary L. Jenkins
D irector, Audit D iv is ion

The Honorable Hugh Malone 
Chairman, House Finance Committee 
Alaska State Legislature



M E M O R A N D U M S t a t e  o f  A l a s k a

FROM:

Hugh Malone 
Chairman
House Finance Committee

Gary L. Jenld'
Directo r  
Audit D iv is ion ’  
Department pf Revenue

DATE 
FILE NO 

TELEPHONE NO 
SUBJECT

Apr i l  10, 1975

The fo l low ing  i s  the in fo rmation requested by your Committee regarding 
House B i l l  328. During th is  f i s c a l  year to date , we have issued motor 
fu e l  refunds o f  $2 ,763 ,148 .  Of th is  t o t a l ,  the refunds f o r  non-highway 
use o f  motor f u e l  amounts to $2 ,436 ,369 .  Of th is  l a t t e r  t o t a l ,  54 per­
cent or $1 ,481 ,000 has been refunded to construct ion cont rac to rs ;  26 per ­
cent or $707,400 has been issued to companies involved in o i l  exp lorat ion 
and 9 percent o r $247,900 has been refunded to companies involved in  the 
logging indus t r ie s .  As the work on the p ipe l ine  continues to increase 
during th is  year and next y e a r , the percentage and amount o f refunds to 
construction companies should increase d ramat ica l ly .  For calendar years 
1975 and 1976 we an t ic ipa te  t o t a l  p o ten t i a l  non-highway use refunds of 
$5 ,000 ,000 .
Also, included in  Section 43 .40 .030 i s  a refund p rov is ion f o r  f u e l  purchased 
in  Alaska and used in a fo re ign  country . The prime user of th is  p rov is ion 
has been the White Pass and Yukon Ra i l road .  The refunds issued f o r  the past 
thr'.e years ,  based on fo re ign  usage o f  f u e l  i s  as fo l l ow s :  FY 1972-73,
$50,700; FY 1973-74, $28,000; and FY 1974-75, $32,800.
Should your Committee des i re  any fu r th e r  information regarding th is  b i l l ,  
p lease f e e l  f r e e  to contact me.
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