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IN THE SENATE BY ZH”ROFF
. SENATE B%LL NO. 366
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing rebates for motor fuel taxes for
fuel used in watercraft outside the state; and limit—
ing the authority of the attorney general and the
Department of Revenueto recover refunds paid before
the effective date of this Act; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.40 is amended by adding a new section to read:
Sec. 43.40.033. REFUND OF TAX PAID ON FUEL USED IN OR ON WATER—
CRAFT OQOUTSIDE THE STATE. (a) A purchaser of motor fuel sold and
delivered in the state on which the tax levied by AS 43.40.010(a)(2)
has been paid is entitled to a refund of the tax paid on all fuel used
or consumed in the operation of watercraft outside the state.
(b) The department shall adopt the necessary regulations to
implement this section and prescribe the appropriate forms for a
purchaser to use to ensure that the motor fuel was used or consumed 1in
the operation of watercraft outside the state.
* Sec. 2. AS43.40.050(b) is amended to read:
(b) Aperson entitled to a [CLAIM FOR] refund under AS 43.40.-
030 - 43.40.035 must file a claim for the refund [AS 43.40.030 OR
43.40.035 SHALL BE FILED] within one year from the date of the pur—
chase ofthe motor fuel as indicated on the invoice, and failure to
file within the one-year period is a waiver of the right to the re—

fund. A claim is considered to be filed when the claim is mailed or
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personally presented to an office of the department.

* Sec. 3. The provisions of AS 43.A0.033, added by sec. 1 of this Act,
apply to motor fuel sold and delivered in the state and used or consumed 1in
the operation of watercraft outside the state after June 30, 1988.

* Sec. A. Notwithstanding AS 37.10.090, the attorney general and the
Department of Revenue may not recover from the purchaser of motor fuel sold
and delivered 1in the state a refund of the motor fuel tar paid to the
purchaser under AS A3.A0.010(a)(2) before July 1, 1988, for motor fuel that
was used or consumed in the operati.on of watercraft outside the state.

* Sec. 5. This Act takes effect July 1, 1988.
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Prepared bY Steven E. Kettel
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February 1, 1988

Analysis of SB 366

Prior to July, 1984, the Department of Revenue did not issue motor fuel
tax refunds to in-state purchasers, such as fishermen and fish Processors that
used the fuel outside the state's 3-raile taxm% jurisdiction. In July, 1984 the
Department began issuing the refunds, and at the same time assessing the motor
fuel tax against out-of-state fuel purchasers that imported untaxed fuel and
used the fuel in state waters. Several recent U,S. Supreme Court decisions
allowing a properly apPortloned_tax were the basis for the change in the
Department's watercraft tax policy.

~ This policy, which glaced the incidence of the tax on the use of the fuel
In-state was overturned K a Departmental Hearing Decision #87-07 dated March 20,
1987.  This decision was based on the lack of a Specific regulation, as well as
some underlying lack of clarity in the law. Later in September of 1987, the
Attorne_¥ General's office advised this Department that additional statutory
authority was necessa_rY to support the tax refunds to those purchasing fuel
inside but consuming it outside the 3-mile limit.

SB 366 would provide the necessary authority for the Department to issue
refunds of tax to out-of-state consumérs. The legislation, however, does not
provide a mechanism for taxm? fuel imported and Consumed b)( a vessel in this
state. Passage of this legisTation without consideration of the importation
issue is strongly opposed.

Department's Position on SB 366
The Department opposes this legislation for the following reasons:

1; The legislation furthur narrows the state's tax base by approximately
$2 million per year. _ o
2) The recipients of these refunds are, by an overwhelming majority, non-
resident individuals and businesses. Based upon our 18 month refunding project,
only 14% of the claimants listed in-state addresses.
3) “Purchasers of out-of-state fuel do not pay the % tax and thus have a
comeveetltlve advantage over their Alaska resident competitors. o
4) have not seen evidence showing that without the refund legislation,
motor fuel purchasers will move off-shore to make their fuel purchases. We have
noléewden%e that fuel sold on the high seas is significantly cheaper than fuel
sold on-shore.
5) The watercraft tax account in the general fund has historically been used
as a benchmark for appropriations to harbor facilities around the state., A
gecr.elats.e in marine fuel tax may reduce funding for these essential services and
acilities,
6) _A_P_rellmlnary indication from the Department of Transportation &Public
Facilities is that: _ _

A) there are deferred maintenance costs on the order of three or four times
the annual income from this source; o

B) .debt service costs alone for watercraft facilities exceed $1,000,000 per
year, without allowing for any new construction;

C) these refunds come directly from the highway fuel tax account and the
Administration has legislation pending to increase these revenues.
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