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February 3, 1973

Senator Ed Willis 
Pouch V, State Capitol 
Juneau, Alaska 99311

Dear Ed:

Thank you for your quick response to the auto registration tax 
problem. I have a copy of your Senate Bill 471 which was intro­
duced on February 7th and referred to State Affairs and Finance.

The tax:; deductibility problem seems to be taken care of by the 
name change from "Annual Motor Vehicle Registration Tax" to "Annual 
Motor Vehicle Property Tax." Property, taxes generally are deductible 
while registration taxes are not. Additionally, the reference on 
line 13 to a percentage of fair market value is indicative of the 
fact that the tax is indeed ad valorum oriented and thus deductible 
qualified. '

The election to pay one and one-half percent of value in lieu of 
the tax set forth in the table is a good stroke. This will properly 
address the problem of older, low value vehicles and will restore 
everyone's original intent that older vehicle owners would pay their 
fair share but not more. I cannot assess the impact of paperwork on 
Department of Revenue but you might expect that department to raise 
some concern. I expect that other alternatives to solution of the 
problem might surface once the bill goes to hearing.

The exemption of one vehicle from taxation for the elderly will be 
welcomed by persons in that group. Seniors have always been subject 
to personal property tax (even under the old system) so this is a 
new benefit for them. I have no problem with this since the State 
will reimburse the municipality for any potential lost revenue. I 
don't know whether this section will receive flak from representative 
of other jurisdictions which do not levy such a tax or whether the 
statewide price tag on such an exemption is one which is affordable. 
Again, I am sure this will all be hashed out in committee. •

Ed, let me thank you for your responsiveness on this. You have 
pointed out that several changes may take place once the committees 
start their review. Regardless of the exact end product you are to 
be commended for starting things moving.

Sincqpply,
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See. 164 [page 19,501]—DEDUCT IBLE STATE TAXES 1 9 , 5 3 3
( i )  S p e c i a l  r u l e s  r e la t i n g  t o  c o m p e n s a t i n g  u s e  t a x e s . ( 1 )  In  general, a use 

tax on an item is complementary to a gen end sales tax on sim ila r items 
if the use tax is imposed on an item which was not subject to such general 
sales tax but which would have been subject to such general sales tax if the 
sale o f the item had taken place within the jurisdiction imposing the use tax. 
F o r  example, a tax imposed by State A on the use o f  a motor vehicle pur­
chased in State B is complementary to the general sales tax o f  State A  on 
sim ila r items, if the latter tax applies to motor vehicles sold in State A.

(2 )  Since a compensating use tax is treated as n general, sales tax, 
it is subject to the ru le o f subparagraph (C )  o f section 1 4 1 (b ) (2 )  and para­
graph ( g ) ( d )  o f  this section that no deduction is a llowed fo r a general sales 
tax imposed in respect of an item at a rate other than the general rate o f tax 
(except in the case o f lower rates on the sale o f food, clothing, medical sup­
plier. and moto r vehicles). The fact that a compensating' use tax in respect 
o f  any item provides fo r  an adjustment in the rate o f the compensating use 
tax o r  the amount o f such tax to be paid on account o f a sales tax on such 
item imposed by another taxing jurisdiction is not taken into account in deter­
mining whether the compensating use tax is irnpo. x l in respect o f the item 
at a rate other than the general rate of tax. F o r  example, a compensating 
use tax imposed by State C on the use of art item purchased in State D is 
considered to be imposed at the general rate o f  tax even though the tax 
imposed by State C a llows a credit fo r  any sales (ax paid cm such item in 
State D , o r the rate o f such compensating use tax is adjusted to reflect the 
rate o f sales tax imposed by State D. [ Keg. § 1.14-1-3.J

.01 Historical Comment: Proposed 1/19/57. Adopted 10/7/57 by T. O. 6256. Amended 12/21/6 V by T. D. 6/SO to reflect bee. 207(a) and (b) of I*. L. }i!!-.?/2.
CW 1453A 3  Definition s- 
• ° C C I t  E x p l a n a t i o n _______

-Deductible State Taxes

.01 Rea l property taxes.— Real property taxes include those im­
posed on interests in real property and levied for the general public 
welfare. Th is  does not include assessments fo r local benefits (see Reg. 
§ 1.164-4, {f 1455).

.02 Persona l property taxes.—T o  qualify ( o r  deduction as per­
sonal property taxes, the tax must be— .'

• ( 1 )  an ad valorem tax— one assessed in proportion to the value 
o f the p rope rty ;

(2 )  an annual tax— one im p o s e d  on an annual basis (even though 
it is c o l le c t e d  more o r  less often than once a y e a r ) ; and

(3 )  a tax imposed on personal property (even though in form 
it may he imposed on the c.crcise o f a privilege).

License fee; paid fo r  the registration o f a motor vehicle are de­
ductible ns personal property tax •. therefore, if they meet these three 
qualifications. Meeting the ail valorem requirement is the most d i f­
ficult. 'Reg. § I.14r4-3(c) specifies that a motor vehicle' tax based 
on weight, mode! }< nr. and horsepower, o r any of these characteristics, 
•is m>t ,-ui ad valorem lax. Bin-a lax b.a-.ed partly on value and partly 
on o ilier criteria can qualify in part.

E x a m p l e :  State X imposes n motor vehicle registration tax 
o f  .? p'-re.ent o f the value i.t ti.-- v rfii. ! • p p . ; /•;'» ,---ut , j - •  hundred
weight. A, a i • • e a car l,..vi.ig a value o f  tj>3.b".,0

762 C t y ^ S u iu ’ .io! t'i.(k-r;-.l Tax Reper:-.: R c y .  I . l f t l - 3  1| 1 A,.33.A,0.2
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FI SC A I. NOTE

*1. REQUEST
Bill/Reso lution No. House B i l l  No. 760
Tjtie "An Act relating to the registration Lax on motor v e h i c l e s . 1 

Requested b v Phillips, Greening and Meekins______________________ Date 2 / 3 / 7 3

II. F ISCA L  D ET A IL
Agency Affected Department: of Public Safety

Program Category Affected n / a
Budget Request Unit(s) Affected n/a

EXPEN D ITURES  (Thousands o f  Dollars)

F Y  77 F Y  78 FY  79 • FY  80 FY  81 FY  82
100 PERSONAL SERV ICES !
300 T R A V E L ;
300 CO NTRACTUAL 1
dOO COMMODIT IES 1
^00 EOU IPM FNT !
600 LAND &  STRUCTU RES
.700 . O k  A NTS. CLA IMS . ETC. _ i

i •

TO TA L -0 - -0 - • - 0 -
1*

-0 - .-0 -

FUND ING  (Thousands o f  Dollars)
(

1

G EN ERA L  FU N D  _______________ 30.0 ’ 30.0 32.0 35.0
F E D E R A L  FUNDS
O THER  (Specify ) .

,

P r o gram R e c e ip t s (30.0) (30 .0) 1 3 2 . (f) : T H T o )  ~

POSIT IONS

F U L L  TIME.
PART  T IM E
TEM PO RA RY

II I .  A N A LYS IS  (See Fiscal Note Preparation Instructions, Section 111)
$1 0 - reductlon of collection on each vehicle over 5 years old 

64,000 - vehicles effected by reduction at 5Z commission rate 

Net result is $30,000.00 estimated loss of program receipt revenue

7 ^ 4  a

/

IV. DATE 2 / 1 6 / 7 8 / \ l

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

P R E P A R E D  B Y  irygve Hermann, Director, Admin. Service! 
A G E N C Y  Department: or PubTTc Safety ~ ’

p h o n e  W j A wai

33- 001 (Rev. 10/76)
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