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I n t r o d u c e d :  2 / 1 3 / 7 9
R e f e r r e d :  C o m m e r c e  a n d

F i n a n c e

BY T H E  R U L E S  C O M M I T T E E  BY 
I N  T H E  S E N A T E  R E Q U E S T  O F  T H E  G O V E R N O R

S E N A T E  B I L L  NO. 224

IN 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

E L E V E 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 I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the m o t o r  f uel 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  IT  E N A C T E D  BY 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 :

* S e c t i o n  1. A S  4 3 . 4 0 . 0 1 0 ( a )  is a m e n d e d  to read:

' j j )  (a) T h e r e  is l e v i e d  a t ax  o f  19 p e r  c e n t  o f  the r e t a i l  v a l u e  o f

e a c h  [E I G H T C E N T S  A] g a l l o n  o n  all m o t o r  fue l s o l d  o r  o t h e r w i s e  t r a n s­

f e r r e d  w i t h i n  the state, e x c e p t  that

(1) the ta x  o n  a v i a t i o n  g a s o l i n e  is 14 p e r  c e n t  o f  the 

r e t a i l  v a l u e  o f  e a c h  [ FOUR C E N T S  A] gallon,

(2) the t a x  on m o t o r  fuel u s e d  in a n d  o n  w a t e r c r a f t  o f  all

d e s c r i p t i o n s  is s i x  p e r  cen t of  the r e t a i l  v a l u e  o f  e a c h  [FIVE C E N T S

A] gall o n,  a n d

(3) the t a x  o n  all a v i a t i o n  f u e l  o t h e r  than g a s o l i n e  is 

n ine p e r  c e n t  of th e  r e t a i l  v a l u e  of e ach [TV.’O A N D  O N E - H A L F  C E N T S  A] 

g allo n .

*  Sec. 2. A S  4 3 . 4 0 . 0 1 0 ( b )  is a m e n d e d  to read:

(b) T h e r e  is l e v i e d  a tax o f  19 p e r  cen t  o f  the r e t a i l  v a l u e  of

e a c h  ( E I G H T  C E N T S  A] g a l l o n  o n  all m o t o r  fue l  c o n s u m e d  b y  a user, 

e x c e p t  that

(1) the ta x  o n  a v i a t i o n  g a s o l i n e  c o n s u m e d  is 14 p e r  cent of 

the r e t a i l  v a l u e  o f  e a c h  [FOUR C E N T S  A] gall o n ,

(2) the t a x  o n  m o t o r  fuel u s e d  in an d  o n  w a t e r c r a f t  o f  all

d e s c r i p t i o n s  is sixL_p.er_ cen t  of. the r e t a i l  v a l u e  of e a c h  [FIVE C E N T S

A] g a l l o n ,  a n d
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(3) the ta x o n  a l l  a v i a t i o n  f u e l  o t h e r  t h a n  g a s o l i n e  is 

n i n e  p e r  c e n t  o f  t h e  retail, v a l u e  o f  e a c h  [TWO A N D  O N E - H A L F  C E N T S  A] 

gallon.

* Sec. 3. A S  4 3 . 4 0 . 0 1 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  to read:

(1) T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l  a n n u a l l y  d e t e r m i n e  the 

r e t a i l  v a l u e  o f  t h e  m o t o r  f u e l s  t a x e d  u n d e r  this c h a p t e r  and, a f t e r  

a p p l y i n g  the p e r c e n t a g e s  set o u t  in this s e c t i o n , shall, b y  r e g u l a t i o n  

a d o p t e d  n o  l a t e r  t h a n  M a y  1 o f  e a c h  year, e s t a b l i s h  the a p p l i c a b l e  

c e n t s - p e r - g a l l o n  r a t e s  to b e  a p p l i e d  on a u n i f o r m ,  s t a t e w i d e  b a s i s  to 

e a c h  c a t e g o r y  o f  m o t o r  f u e l . These r a t e s  b e c o m e  e f f e c t i v e  o n  the 

f i r s t  d a y  of th e  n e x t  t a x year.

*  Sec. 4. A S  4 3 . 4 0 . 0 3 0 ( a )  is a m e n d e d  to read:

(a) E x c e p t  as s p e c i f i e d  in sec. 10 (j) o f  this 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  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  is

e n t i t l e d  to a r e f u n d  o f  40 p e r  ce n t  of the s ta c e  ta x o n  e a c h  [SIX

C E N T S  A] g a l l o n  if

(1) the tax o n  the m o t o r  f uel ha s  b e e n  paid;

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

in o r  on w a t e r c r a f t ;  and

(3) the internal 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 o r  in 

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  to be o p e r a t e d  o n  p u b l i c  

w a y s .

*  Sec. 5. A S  4 3 . 4 0 . 1 0 0  is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  to read:

(4) " r e t a i l  v a l u e "  m e a n s  the a v e r a g e  r e t a i l  p r i c e  o f  m o t o r  

fue l in e a c h  c a t e g o r y  fo r  the p r e v i o u s  c a l e n d a r  year, c a l c u l a t e d  by 

th e  D e p a r t m e n t  o f  R e v e n _ e ,  b a s e d  on a s t a t e w i d e  s t a t i s t i c a l  s a m p l e  

t a k e n  from, a t  least, 10 r e p r e s e n t a t i v e  c o m m u n i t i e s  in the s t a t e  on a 

m o n t h l y  b a s i s  a n d  p u b l i s h e d  in a r e p o r t  tc be s u b m i t t e d  e a c h  y e a r  to 

th e  l e g i s l a t u r e  n o  l a t e r  than J a n u a r y  30 for that year;
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(5) " t a x  y e a r "  m e a n s  the p e r i o d  c o m m e n c i n g  o n  J u l y  1 a n d  

e n d i n g  o n  J u n e  30 o f  the f o l l o w i n g  c a l e n d a r  year.

* Sec. 6. T R A N S I T I O N . F o r  the f i r s t  t a x  y e a r  u n d e r  this Act, the 

D e p a r t m e n t  o f  R e v e n u e  s h a l l  d e t e r m i n e  the a p p l i c a b l e  r e t a i l  v a l u e s  a n d  

r a t e s  o f  t a x a t i o n  u n d e r  thi s  A c t  fo r  the 1979 tax  year, c a l c u l a t e d  o n  the 

b a s i s  o f  s t a t i s t i c a l  d a t a  c o m p i l e d  b y  the d e p a r t m e n t  in a c c o r d a n c e  w i t h  AS 

4 3 . 4 0 . 1 0 0 ( 4 )  f o r  the p e r i o d  b e t w e e n  the e f f e c t i v e  d a t e  o f  this Ac t  a n d  

S e p t e m b e r  1, 1979. T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l  p r o m u l g a t e  t h o s e  r a t e s  

n o  l a t e r  t ha n  N o v e m b e r  1, 1979. T h e s e  r a t e s  b e c o m e  e f f e c t i v e  J a n u a r y  1, 

1980, and r e m a i n  in e f f e c t  u n t i l  s u b s t i t u t e d  r a t e s  ar e  e s t a b l i s h e d  fo r  the 

t a x  y e a r  c o m m e n c i n g  o n  J u l y  1, 1980.

w  Sec. 7. T h i s  A c t  takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 

0 1 . 1 0 . 0 7 0 ( c ) .

-3 - SR 224



. i-
i

~ - x

\

ii

oiild face heavy new tax bur­
dens if the Legislatu re  adopts a 
proposal to change the gasolipe 
taxes fro m  a flat rate to a sliding 
scale based on retail prices. T h e ' 

new ta x  m easure w as recom ­
m ended by G ov. Jay H am m o nd  

,-as one w a y to build up the gen­
era l fund so that the state can 
have m o re m oney in  its opera­
tional budget.

G asoline that now reta ils  at 75 
cents a gallon  would cost 79.7 

• cents a g a llon  under the new  law. 
T h e  present eight-eent ta x  that is 
included in the 75 cents w ould  be­
com e a big  12.7 cents b ite  out of 
the 79.7 cent price. T h is  w ould  be 
a 59 percent ta x  increase fo r the 
m otorist.

M o re  frig hte nin g w ould be the 
prospect of paying h ig h er and 
h igh er s ta le  taxes as the retail 

prices of gasoline increase this 
spring and su m m er. Gas that 
w ould sell fo r 80 cents under the 
present law  w ould cost 85.6 cents 
u nder the new  law . As prices 
continue to rise, the m otorists 
w ould find th e ir tax load in ­
creased 117 percent by the tim e  
gas is $1 a gallon. G as that w ould 
sell for $1 under the present law  
w ould cost SI . 0 9 u nder the p ro ­
posed law.

•T h e  new  law  w ould hit the m o ­
to rist’s pocketbook this w a y : £i 
20-gal. ta n kfu l that now  costs Sl.'i 
w ould cost $15.94 im m e d ia te ly  
and as the re ta il price exceeded 
75 cents a gallon, the to ta l eosi 
would increase fu rther. W hen the • 
rctn il price gets to $1 a gallot 
the sam e 20-galion tan kful w ouL 
cost $21.88.

iR A T d R

S T A T jS  S T A T IS T IC S  show 
that 62 percent of a ll m o to r ve­
h icles are  registered in Anchor- 
r.ge. A no ther 18 jiorcent a re  reg­
istered in F a irban ks, Juneau and 
K etchikan . T h u s 80 percent of 
them  are in the four cities.

C ollections fro m  m o to r fuel 
taxes w ere $24.5 m illio n  during, 
the y e a r ended last June 30. A 5£ 
percent increase in this tax reve­
nue w ould tuke $14.5 m o re a w a y  
fro m  the m o torists than at 
present. I f  the retail price clim bs 
and the ta x  rate is increased 117 
percent,' the extra  pinch on the 
ta xp a ye r w ould bo $28.7 m illio n .

F u e l fo r a irc ra ft and Iroats 
w ould also co m e under the new 
tax w ith  au to m a tic  escalation as 
the retail prices clim b. A via tio n  
gas is taxed u nder e xistin g  law  at 
a flat rate of fo u r cents a gallon. 
U nd er the new  law  this w ould be 
replaced by a ta x  of 14 percent of 
its reta il price.

T h u s a v ia tio n  gas that now  re­
ta ils  at $1 a gallon w ould becom e 
$1.0914 a gallon. I f  a v ia tio n  gas 
prices c lim b , the gas that w ould 
under present law  cost $1.30 a 
gallon  w opld l>e $1.5314 under the 
proposed law . T h is  w ould m ean 
the operator of a sm a ll plane that 
burns 15 gallons an hour w ould 
Im ve Ills o p eratin g  costs in ­
creased $1.41 an hour im m e d i­
a te ly  and $2.04 If the gas price

Other nviation fuels, fo r jet 
a irc ra ft, would also be subject to 
an escalating tax. D om estic  a ir­
lines w ould be h it hard. M a n y  in ­
ternational a irlines would escape 
this ta x  because they use fuels 
brought to .Anchorage under 
bond and delivered free o f slate 
taxes. -  .

imbs to $1.30.

T H IS  T A X  C H A N G E  w ould 
be obnoxious to a ll m o tor vehicle 
operators. It  d iscrim inates 
against them  by c o m p e tin g  
them , as a special category, to 
provide additional funds fo r the 
general operations o f the state.

Th e state budget is already 
slanted against the urban centers 
and in  fa vo r of rural areas. 
Everyb o d y is facing the pinch of 
local tax increases fro m  their 
local governm ents because the 
state is not providing a fa ir  share 
o f the state revenue-sharing 
funds.

T he 1930 budget now before 
the Legislature provides no in ­
crease in revenue-sharing funds 
fo r the state's m unicipalities. 
T h a t m eans that the cities w ill 
receive less than in 1979 liccause 
of the inflation  factor. T h e  state 
pays only 80 percent of the cost 
o f school buildings in the larger 
cities w hile it pays 100 percent of 
the cost in rura l com m unities.

O nly m in o r increases have 
been proposed for those state 
program s that aid the people of 
the cities, m ore than h a lf the 
state 's population. T h e  budget 
ca lls for an increase of 2.7 per­
cent in the w ork incentive pro­
gra m , 6.2 percent increase in 
child assistance, 6.6 in public 
health  nursing, 4.8 in en viro n ­
m en tal health and only .6 percent 
in fa m ily  health.

F o r  rural areas, how ever, the 
increases run m uch higher. The 
budget calls fo r 20 percent in ­
crease in aid for co m m ercia l 
fishing, 09 percent in fish and 
w ild life  and subsistence 
program s, 29 percent in villag e 
w ater program s, 24 percent In 
rem o te  villag e radio program s.

It is high tim e that Alaskans in 
the urban centers she' ,d become 
aw are of the u n fa ir treatm ent 
they are getting from  the legisla­
ture w hen state budgets arc 
drafted.

U rban residents are getting to 
Ik* like the big oil com panies that 
h ave l>cen the target of the legis­
lature  for d iscrim inato ry ta xa ­
tion. A difference Is, how ever, 
that oil com panies can leave 
A laska. Alaskans can't. A nother 
d ifference is that A laskans vote 
and that m akes elected offic ia ls 
m o re  sensitive them.

An organized presentation 
should tie m ade by gasoline users 
.—  and that includes m ost all 
u rlx in  residents —  of th e ir op­
position t:> the proposed changes 
in the gasoline tax. Indeed, some 

kind of rebellion ago -si the un­
fa ir  budgeting of sta funds, as 
w ell as d iscrim inate!,, taxation, 

is long overdue.
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O M O B IL E  i 
w ould face h e a vy new  ta x  bur­
dens if  the L e tll =• • j . e  adopts a 

proposal to  change the gasolipe 
taxes fro m  a flat ra le  to a sliding 
scale based on reta il prices. The 
new  tax m easure w as reco m ­
m ended b y G ov. J ay H a m m o n d  

,-as one w ay to build up the gen­
e ral fund so that the s la te  can 
h ave m ore m o ney in its opera­
tio na l budget.

G asoline that now reta ils  at 75 
cents a gallon  would cost 79.7 

. cents a gallon  under, the new  law. 
T h e  present eight-cent ta x  that is 
included in the 75 cents w ould be­
co m e a big  12.7 cents bite out of 
the 79.7 cent price. T h is  w ould be 
a 59 percent ta x  increase fo r the 
m otorist. . .

M o re  frig hte nin g w ould be the 
prospect o f paying h ig h er and 
higher state taxes as the re ta il 
prices of gasoline increase this 
spring and su m m er. Gas that 
w ould sell fo r  80 cents under the 
present law  w ould cost 85.6 cents 
u nder the new  law . A s prices 
continue to rise, the m otorists 
w ould find th e ir ta x  load in- 
ci eased 117 percent b y the tim e 
gas is $1 a gallon. Gas that w ould 
sell fo r $1 u nder the present law  
w ould cost $1.09!4 under the pro­
posed law.

• T h e  new la w  w ould h it the m o ­
to ris t’s pocketbook this w a y : a 
20-gal. tan kful that now costs $15 
w ould cost $15.94 im m e d ia te ly  
and as the re ta il price exceeded 
75 cents a gallon, the total cost 
w ould increase fu rthe r. W hen the 
re ta il price gets to $1 a gallon, 
the sam e 20-gallon tu nkful w ould 
cost $21.88. , ;

S T A T E  S T A T IS T IC S  show 
that 62 percent of all m o to r ve­
h icles are registered in A nchor­
age. A nother 18 percent are reg­
istered in F a irb an ks, Juneau and 
K etchikan. T h u s 80 percent of 
th em  arc in the four cities,

Collections fro m  m o to r fuel 
taxes were $24.5 m illio n  during 
the ye a r ended last June 30. A 59 
percent increase in this la x  reve­
nue would take  $14.5 m o re  a w a y  
fro m  the m otorists than at 
present. I f  the retail price clim bs 
and the tax rate Is increased 117 
percent, the e xtra  pinch on the 
taxp a yer w ould be $.28.7 m illio n .

F u e l for a irc ra ft and Ixiats 
w ould also co m e under the new 
tax w ith  a u to m a tic  escalation ns 
the retail prices clim b. A viatio n  
gas is taxed u nder e xisting  law  at 
a fla t rate o f fo ui cents a gallon. 
U nd er the new  law  th is w ould be 
replaced b y a tu x  of 14 percent of 
Its re ta il price.

T h u s a v ia tio n  gas that now  re­
tails at $ 1 11 g a llon  svould becom e 
$1.09'/, a gallon. I f  a v ia tio n  gas 
prices clim b, the gas th at would 
under present law  cost $1.30 u 
ga llon  wopld lie  $l.53!4 under the 
proposed Inw. 'H iIs w ould m ean 
the operator o f a sm a ll p lane that 
b u m s  15 gallons an hour w ould 
have his o peratin g  costs in ­
creased $1.41 an hour Im m e d i­
ate ly  and $2.64 if  the gas price

O ther a v iatio n  fuels, fo r jet 
a irc ra ft, would also be subject to 
an escalating tax. D o m estic  a ir ­
lines w ould be hit hard. M a n y  in ­
ternational a irline s w ould escape 
this la x  because they use fuels 
brought to -A nchorage under 
bond and delivered fre e  o f state 
taxes. ' . •

T H IS  T A X  C H A N G E  would 
be obnoxious to a ll m o to r vehicle 

operators. It  d isc rim in a te s 
against them  b y co m pellin g  
th em , as a special category, to 
provide additional funds fo r the 
general operations o f the state.

Th e  state budget is a lre ady 
slanted agai st the urban centers 
and in fa’ j r  of ru ra l areas. 

Everybody s facing the pinch of 
local tax ncreases fro m  th eir 
tocal governm ents because the 
state is not provid ing a fa ir  share 
o f the state revenue-sharing 
funds.

Th e  1980 buaget now before 
the Legislature provides no in­
crease in revenue-sharing funds 
for the state's m u nic ipalities. 
T h a t means that the cities w ill 
receive less than in 1979 because 
of the in fla tion  factor. T h e  state 
pays only 80 percent of the cost 
of school buildings in the larg er 
c ities w hile it pays 100 percent of 
the cost in rura l co m m un itie s.

O nly m in o r increases have 
been proposed fo r those state 
program s that aid the people of 
the cities, m ore than h a lf the 

.sta te 's  population. T h e  budget 
calls for an increase of 2.7 per­
cent in the w ork in cen tive  pro­
gra m , 6.2 percent increase in 
child  assistance, 0.6 in  public 
health  nursing, 4.8 in e n viro n ­
m ental health and o nly  .6 percent 
in fa m ily  health.

F o r  rural areas, how ever, the 
increases run m uch higher. The 
budget calls fo r 20 percent in ­
crease in a id  for c o m m e rc ia l 
fishing, 69 percent in fish and 
w ild life  and subsistence 
program s, 29 percent in v illag e 
w a te r program s, 24 percent in 
rem ote v illag e radio program s.

It is high tim e  that A laskans in 
the u rlx in  centers should becom e 
aw are of the u n fa ir  tre a tm e n t 
they are getting fro m  the leg isla­
ture when state budgets are 
drafted.

U rban residents are  g e ttin g  to 
lie lik e  the big oil com panies that 
have been the target of th e  leg is­
lature for d is c rim in a to ry  ta x a ­
tion. A difference is, how ever, 
that oil com panies can ;»ave 
Alaska. Alaskans ca n ’t. A no ther 
difference is that A laskans vote 

.and that m akes elected o ffic ia ls  
m o re sensitive them.

1 An organized presentation 
should lie m ade by gasoline users

and that includes m ost a ll 
urban residents —  o f th e ir op­
position to the proposed changes 
in the gasoline tax. Indeed, som e 
kind of rebellion against the un­
fa ir  budgeting of sta le  funds, as 
well as d iscrim inato ry lu xa tio n . 

Is long overdue.

c lim b s to $1.3u.

Ii 
the / 
pern 
I4W. 
the I 
morn

Do* 1 
I

l e r  1 
Feb .  
v iew  
con i i  
quit: 
in cj 
1.0 r> 
<h*i 1



A L A S K A  A I R  C A R R I E R S  A S S O C I A T I O N

SB 224

F O R  T H E  M A J O R I T Y  O F  T HIS T E S T I M O N Y ,  I A M  R E P R E S E N T I N G  T H E  A L A S K A  A I R  C A R R I E R S  

A S S O C I A T I O N ,  W H I C H  R E P R E S E N T S  A N  $83 M I L L I O N  G R O S S  R E V E N U E  I N D U S T R Y  O F  THI S  

STATE. T H E  M E M B E R  C A R R I E R S  R E P R E S E N T  85 TO 90% O F  T H E  T O T A L  R E V E N U E  G E N E R A T ED ,  

A N D  W E  A R E  O P P O S E D  T O  SB 224.

I A M  O P P O S E D  T O  SB 224 A N D  A N Y  I N C R E A S E  IN M O T O R  F U E L  TAX.

W I T H  T H E  C O S T  O F  F U E L  I N C R E A S I N G  A L L  TOO  FR E Q U E N T LY ,  I B E L I E V E  W E  W O U L D  BE 

C R E A T I N G  AN U N D U E  A D D E D  E X P E N S E  T O  A L L  USERS. T HI S  P R O P O S E D  C H A N G E  IN M O T O R  

inJEL T A X  W O U L D  C O S T  O U R  I N D U S T R Y  AN A D D I T I O N A L  2.9 M I L L I O N  A C C O R D I N G  T O  

D E P A R T M E N T  O F  R E V E N U E  FIGURES. I B E L l E V c  T H A T  F I G U R E  IS L O W  B E C A U S E  T H E I R  

F I G U R E S  A R E  N O T  EVEN ON C U R R E N T  R E T A I L  PRICES, T H A T  IS A V I A T I O N  FUELS ONLY.

T H E  D E P A R T M E N T  O F  R E V E N U E  HAS HA D  A  S U B S T A N T I A L  I N C R E A S E  IN M O T O R  F UEL TA X  

C O L L E C T E D  D U R I N G  T H E  PAS T  10 YEARS, S O M E T H I N G  ON T H E  O R D E R  O F  4 2%  PE R  YEAR.

O U R  B U SI N E S S  HAS H A D  LES S  T H A N  6% P E R  YEAR. IN 1968 T O T A L  R E V E N U E  F R O M  A V I A T I O N  

M O T O R  FUEL T A X  WA S  $778,000: IN 1978 IT WA S  $3.3 M I L L I O N  - T H A T ' S  O V E R  400%.

T H E R E  A R E  S E V E R A L  A R E A S  IN T H E  S T A T E  W H E R E  T H I S  T A X  IS NO T  A L W A Y S  C O L L E C T E D.

(EXAMPLE: P E O P L E  H A V E  BB L  F I L L E D  AT BULK PLANT, N O T  P U T  INTO AIRCRAFT)

IF A L L  D I S T R I B U T O R S  W E R E  R E Q U I R E D  T O  C O L L E C T  T H E  TAX, IT W O U L D  C R E A T E  AN  I N C R E A S E  

IN REVENUE, W I T H O U T  AN I N C R E A S E  IN TAX.

T H I S  B ILL W O U L D  E N P O W E R  T H E  D E P A R T M E N T  OF  R E V E N U E  T O  E S T A B L I S H  A V E R A G E  R E T A I L

VALVE. I Q U E S T I O N  T H E I R  A B I L I T Y  T O  DO THIS, TH E Y  A R E  U S I N G  T H E  A I R L I N E  C O N T R A C T

P R I C E  FOR JE T F UEL IN T H E  E S T I M A T E  A N D  I D O N ' T  T H I N K  T H E Y  KNO W  W H E R E  T H E Y  G O T  T H E

PRI.|E FO R  A V I A T I O N  GAS.

(EXAMPLE: JE T - DEPT. OF  R E V E N U E  P R I C E  $.45

L I V I N G S T O N  B ULK R A T E  $.497

J U N E A U  A I R P O R T  R E T A I L  W / O  T A X  $.692 U N D E R  50 GALL ON S

$.597 -UM8BR 50 GALL O NS



I CAN SEE A D D I T I O N A L  P E R S O N N E L  N E E D E D  T O  A D M I N I S T E R  T H I S  E X T R A  W O R K  LOAD, W E  D O N ' T  

N E E D  T O  A D D  TO T H E  B UR E A UCRACY.

I W I L L  G IVE AN E X A M P L E  O F  W H A T  T H I S  P R O P O S E D  C H A N G E  IN T A X  S T R U C T U R E  W I L L  DO.

U S I N G  1 0 0 , 0 0 0  GALLONS, W H I C H  W I L L  R E P R E S E N T  A B O U T  A 000 F L I G H T  HOURS. T O D A Y  WE 

PA Y  $ 4 0 0 0 . 0 0  TAX  ON A V I A T I O N  GAS. U N D E R  P R O P O S E D  C H A N GE S ,  U S I N G  C U R R E N T  B U L K  

P R I C E  (NOT R E T A I L  PRICE) O F  $.6 6  P E R  GALLON, T A X  W O U L D  B E  $9240.00, O R  M O R E  T H A N  

DOUBLE. U S I N G  R E T A I L  V A L V E  W O U L D  A D D  M O R E  T H A N  A N  A D D I T I O N A L  $ 1 5 0 0 . 0 0  (JUNEAU 

A I R P O R T ) .

E X A M P L E  ON JE T  FUEL: 1 0 0 , 0 0 0  G A l LONS R E P R E S E N T  A B O U T  3 000 F L I G H T  HOURS.

T O D A Y  W E  PAY $2500 TAX. U N D E R  P R O P O S E D  CHANGE, U S I N G  C U R R E N T  B U L K  P R I C E  

(NOT R E T A I L  PRICE) $.497 P E R  G A L L O N , T A X  W O U L D  BE $4473. U S I N G  R E T A I L  

P R I C E  W O U L D  I N C R E A S E  T H I S  O V E R  $ 1 8 0 0  (JUNEAU A I R P O R T ) .

AS YOU CAN SEE, T H I S  T A X  C H A N G E  W O U L D  D O U B L E  T H E  E X I S T I N G  T A X  COLLE C T E D ,  A S S U M I N G  

N O  I N C R E A S E  IN VOLUME. ALSO, AS P R I C E  O F  FU E L  E SC A L A T E S ,  T A X  W O U L D  E S C A L A T E  ALSO,

A  V I C I O U S  CIRCLE.

T H E  D E P A R T M E N T  O F  R E V E N U E  IS E S T I M A T I N G  T H I S  T A X  W I L L  GENERATE°$10,0 0 0 , 0 0 0  I N CR E A S E  

IN M O T O R  F U E L  TAXES. I Q U E S T I O N  T H O S E  FIGURES. E XAMPLE:  $.45 ON JET, A N D  O U R  

BUL K  P R I C E  IS $.497. J E T  IS R E T A I L I N G  A T  T H E  J U N E A U  A I R P O R T  A T  $.692 +  TAX.

T H E  E X T R A  E X P E N SE S  W I L L  H A V E  T O  BE PA S S E D  O N  T O  T H E  C O N S U M E R , Y O U R  C O N S T I T U E N T S  - 

O U R  C USTOMERS. W E  ARE  A L R E A D Y  F A C E D  W I T H  H I G H  INFLA T I O N ,  A L L  T H E S E  R E V I S E D  T A X ES  

W O U L D  DO IS ADD  FUE L  T O  O U R  R A T E  O F  INFLATION.

/

AGAIN, T H E  A L A S K A  A I R  C A R R I ER S  A S S O C I A T I O N  AN D A L L  M E M B E R S ,  R E P R E S E N T I N G  8 0  T O  95% 

OF T H E  A I R  T R A N S P O R T A T I O N  S Y S T E M  IN T H I S  STATE, A R E  O P P O S E D  T O  SB 224. W E  A R E  M O R E  

T H A N  P R E P A R T E D  T O  DO W I T H O U T  W H A T E V E R  S E RVICES, IF ANY, T H I S  T A X  W O U L D  CREATE.

f
T H E R E  IS NO G U A R A N T E E  W E  W O U L D  SEE A N Y  OF  T H E  T A X  B E C A U S E  IT G O E S  T O  T H E  G E N E R A L



P H IL  R. H O LD SW O R TH , P.E.
C o n s u l t i n g  E n g i n e e r  a L c o i s l a t  iv e  C o u n s e l  

M i n i n g  -  g e o l o o y  -  L a n o s

P H O N E  9 0 7 .5 8 6 -1 3 8 3

3 2 6  F O U R T H  S T R E E T  No 1009 
J U N E A U . A L A S K A  9 9 8 0 1

F e b r u a r y  25, 1979

Mr. W i l l i a m  I. W a u g a m a n  
P. 0. B o x  8 0 5 8 9  
C o l l e g e ,  A l a s k a  9 9 7 0 8

D e a r  Bill: •

T h e r e  h a s  b e e n  no a c t i o n  o n  S B  224 to d o t e  b u t  a m  r e­
q u e s t i n g  an o o n o r t u n i t y  to t e s t i f y  if it c o m e s  u p  in Sen. 
B r a d l e y ' s  C o m m e r c e  C o m m i t t e e .  As I i n t e r p r e t  the bill the 
f o l l o w i n g  w o u l d  r e s u l t :

Sec. 4 5 1 4 0 1 0 1 0 ( a )  - M o t o r  f u e l . t a x .

G a s o l i n e  - 8/ to 1 7 /  or a 1 1 2 . 5 $  I n c r e a s e  
D i e s e l  - 8 /  to 10/ o r . a  2 5 $  i n c r o a s e

(a)(1) - A v i a t i o n  g a s o l i n e .

4 jzf to 1 2 . 6 /  or a 2 1 5 $  i n c r e a s e

(a)(2) - W a t e r c r a f t  use.

G a s o l i n e  - 5 /  to 5 . 1 /  or a 2 $  i n c r e a s e
D i e s e l  - 5 /  to S . 2 /  or a 5 6 $  d e c r e a s e

(a)(3) - A v i a t i o n  o t h e r  t h a n  g a s o l i n e .

2 . 5 $  to 4 . 8 $  or a 9 2 $  I n c r e a s e

Sec. 4 3 . 4 0 . 0 5 0 ( a )  - R e f u n d  o n  o f f - h i g h w a y  use.

P r e s e n t  l a w  - 6 /  on  a n  8 /  t a x  or 7 5 $

N e w  l a w  - G a s o l i n e  6 , 8 /  on  a 1 7 /  t a x  o r  4 0 $
D i e s e l  - 4 /  o n  a 10/ t a x  or 4 0 $

W h o r e  the p r e s e n t  l a w  r e s u l t s  in a f i n a l  t a x  of 2/ per g a l l o n
f r o f f - h i g h w a y  use, the n e w  l a w  w o u l d  r e s u l t  in a tax of
1 0 . 2 /  for g a s o l i n e  a n d  6 /  f o r  d i e s e l ,  or an i n c r e a s e  of 4 1 0 $  
and 2 0 0 $  r e s p e c t i v e l y .

F r o m  the a b o v e  y o u  c a n  see t h a t  the h a r d e s t  h i t  are tho 
o f f - h i g h w a y  u s o r s  of g a s o l i n e .  Noxt are the u s e r s  of  a v i a t i o n  
g a s o l i n e ,  f o l l o w e d  c l o s e l y  by tho o f f - h i g h w a y  u s e r s  of d i e s e l .

n



W i l l i a m  I. W a u g a m a n  -2- F e b r u a r y  25, 1979

Those latter two groups are certain to r e g i s t e r  strong objec 
tions to the proposal, p a r t i c u l a r l y  when bush plane service 
and h e a v y  equipment o per ations for road c o n s t r u c t i o n  and 
m i n i n g  are essen t i a l  to m a i n t a i n  the present level of travel 
and emp loyment.

The other tv/o g roups v/ho will also oppose this l e g i s l a­
tion are the h i g h w a y  tra velers (over 100$ tax increase), and 
tho scheduled airljnes u s i n g  ,1et fuel (a 92$ increase). The 
only users v/ho would have their p r e sent tax reduce d are 
commer c i a l  fishermen, tug boat operators, etc. u s i n g  diesel 
for fuel (a 36$ decrease). Overall I would say that the p a s­
sage of this l e g i s l a t i o n  could result in "unequal treatmen t" 
of various classes of users, and could p r o b a b l y  be shot down 
on that b.'sis.
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lew r*ax
. AUTOMOBILE OPERATORS
would face heavy new tax bur­
dens if . the Legislature adopts a 
proposal to change the gasolijie 
taxes from a flat rate to a sliding 
scale based on retail prices. The’ 
new tax measure was recom­
mended by Gov. Jay Hammond 

< as one way to build up the gen­
eral fund so that the state can 
have more money in its opera­
tional budget.

Gasoline that now retails at 75 
cents a gallon would cost 79.7 

- cents a gallon under, the new law. 
The present eight-cent ta$ that is 
included in the 75 cents would be­
come a big 12.7 cents bite out of 
the 79.7 cent price. This would be 
a 59 percent tax increase for the 
motorist. • .

More frightening would be the 
prospect of paying higher and 
higher state taxes as the retail 
prices of gasoline increase this 
spring and summer. Gas that 
would sell for 80 cents under the 
present law would cost 85.6 cents 
under the new law. As prices 
continue to rise, the motorists 
would find their tax load in­
creased 117 percent by the time 
gas is $1 a gallon. Gas that would 
sell for $1 under the present law 
would cost $1 ,091/2 under the pro­
posed law.

* The new law would hit the mo­
torist’s pocket book this way: a 
20-gal. tankful that now costs $15 
would cost $15.94 immediately 
and as the retail price exceeded 
75 cents a gallon, the total cost 
would increase further. When the 
retail price gets to $1 a gallon, 
the same 20-gallon tankful would 
cost $21.88.

STATE STATISTICS show 
that 62 percent of all motor ve­
hicles are registered in Anchor­
age. Another 18 percent are reg­
istered in Fairbanks, Juneau and 
Ketchikan. Thus 80 percent of 
them are in the four cities.

Collections from motor fuel 
taxes were $24.5 million during 
the year ended last June 30. A 59 
percent increase in this tax reve­
nue would take $14.5 more away 
from the motorists than at 
present. If the retail price climbs 
and the tax rate is increased 117 
percent, the extra pinch on the 
taxpayer would be $28.7 million.

Fuel for aircraft and boats 
would also come under the new 
tax with automatic escalation as 
the retail prices climb. Aviation 
gas is taxed under existing law at 
a flat rate of four cen tsa gallon. 
Under the new law this would be 
replaced by a tax of 14 percent of 
its retail price.

Thus aviation gas that now re­
tails at $1 a gallon would become 

t $1.09*4 a gallon. If aviation gas 
prices climb, the gas that would 
under present law cost $1.30 a 
gallon wopld be $1.53i£ under the 
proposed law. This would mean 
the operator of a small plane that 
bums 15 gallons an hour would 
have his operating costs in­
creased $1.41 an hour immedi­
ately and<'$2.64 if the gas price

in Motorists
climbs to $1.30.

Other aviation fuels, for jet 
aircraft, would also be subject to 
an escalating tax. Domestic air­
lines would be hit hard. Many in­
ternational airlines would escape 
this tax because they use fuels 
brought to -Anchorage under 
bond and delivered free of state 
taxes. • «v

-•'iS" ,
THIS TAX CHANGE would 

be obnoxious to all motor vehicle 
operators. It discriminates 
against them by compelling 
them, as a special category, to 
provide additional funds for the 
general operations of the state.

The state budget is already 
slanted against the urban centers 
and in favor of rural areas. 
Everybody is facing the pinzh of 
local tax increases from their 
local governments because the 
state is not providing a fair share 
of the state revenue-sharing 
funds.

The 1980 budget now before 
the Legislature protfdes no in­
crease in revenue-sharing funds 
for the state’s municipalities. 
That means that the cities will 
receive less than in 1979 because 
of the inflation factor. The state 
pays only 80 percent of the cost 
of school buildings in the larger 
cities while it pays 100 percent of 
the cost in rural communities.

Only minor increases have 
been proposed for those state 
programs that aid the people of 
the cities, more than half the 

.state’s population. The budget 
calls for an increase of 2.7 per­
cent in the work incentive pro­
gram, 6.2 percent increase in 
child assistance, 6.6 in public 
health nursing, 4.8 in environ­
mental health and only .6 percent 
in family health. .

' For rural areas, however, the 
increases run much higher. The 
budget calls for 20 percent in­
crease in aid for commercial 
fishing, 69 percent in fish and 
wildlife and subsistence 
programs, 29 percent in village 
water programs, 24 percent in 
remote village radio programs.

It is high time that Alaskans in 
the urban centers should become 
aware of the unfair treatment 
they are getting from the legisla­
ture when state budgets are 
drafted.

Urban residents are getting to 
be like the big oil companies that 
have been the target of the legis­
lature for discriminatory taxa­
tion. A difference is, however, 
that oil companies can leave 
Alaska. Alaskans can’t. Another 
differer.ee is that Alaskans vote 

, and tha* makes elected officials 
more sensitive them.% An organized presentation 
should be made by gasoline users

and that includes most all 
urban residents — of their op­
position to the proposed changes 
in the gasoline tax. Indeed, some 
kind of rebellion against the un­
fair budgeting of state funds, as 
well as discriminatory taxation, 
is long overdue.
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