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TAX ALERT 

ACTION REQUESTED 

NFI VESSEL OPERATORS

V e s s e l  o p e r a to r s  sho u ld  be aware t h a t  as o f  Apr i l  1,  1988:

o The u p - f r o n t  exempt ion  from f e d e r a l  e x c i s e  t a x e s  w i l l  
be  r e p e a l e d  f o r  d i e s e l  f u e l  p u r c h a s e d  by  f i s h e r y

o D i e s e l  f u e l  u s e d  f o r  v e s s e l s  w i l l  c o n t i n u e  t o  be  
n o n t a x a b l e ,  b u t  o p e r a t o r s  w i l l  be  r e q u i r e d  t o  pay  a 
1 5 . 1  c e n t s  per g a l l o n  tax  when purchas ing  f u e l ,  then  
apply  t o  t h e  Treasury  Department on a q u a r t e r l y  b a s i s  
f o r  a refund .

NFI i s  a sk ing  Congres s  to  r e s t o r e  the  u p - f r o n t  exempt ion for  
o u r  i n d u s t r y ,  you  a r e  u r g e d  t o  c o n t a c t  y o u r  S e n a t o r s  and 
R e p r e s e n t a t i v e s  an5~*urqe tfiem to gpo*nsor'~TeqfsTatTon" t o * permit  
t ax - i f r ee  s a l e s  o f  d i e s e l  f u e l  f o r  f 1shery v e s s e l s .

BACKGROUND

A p r o v i s i o n  in th e  1987 Budget  R e c o n c i l i a t i o n  Act pa s s ed  in  
December  r e q u i r e s  f e d e r a l  e x c i s e  t a x e s  on d i e s e l  f u e l  t o  be  
c o l l e c t e d  a t  the  w h o l e s a l e  l e v e l  and r e p e a l s  exempt s a l e s  beyond 
t h e  w h o l e s a l e  l e v e l ,  e x c e p t  in  four c i rcumstances :

o d i e s e l  f u e l  s o l d  f o r  use  as a f u e l  in a d i e s e l - p o w e r e d  
t r a i n ;

o commercial  a v i a t i o n  f u e l ;
o t a x a b l e  f u e l  s o l d  f o r  i n d u s t r i a l  use  othoc  than as  a 

motor f u e l ;  and
o t a x a b l e  f u e l  s o l d  f o r  u s e  by a s t a t e  or a p o l i t i c a l  

s u b d i v i s i o n  o f  a s t a t e .

These exemptions are  no t  a c r o s s - t h e - b o a r d ;  r a t h e r ,  t h e y  w i l l  
h ave  to  be obta ined  on a c a s e - b y - c a s e  b a s i s  by each company.
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' Xl 1 o t h e r  c u r r e n t  e x e m p t i o n *  from t h e  d i e s e l '  f u e l s  t a x ,  
i n c l u d i n g  t h o s e  f o r  f a r m e r s ,  f i s h e r m e n  and o t h e r  o f f - h i g h w a y  
b u s i n e s s  u s e ,  have been e l i m i n a t e d .  I n s t e a d ,  no n - ta x a b l e  u s e s  
w i l l  be taxed  a t  t ime  o f  purchase  and refunds  made pursuant  to  
a p p l i c a t i o n s  f i l e d  t o  document the  non - t a xa b l e  u s e .  Al though the  
r e g u l a t i o n s  implementing t h i s  change have not  been f i n a l i z e d ,  the  
T r e a s u r y  Department i n d i c a t e s  tha t  they  e xpe c t  t o  use  a q u a r t e r l y  
r e f u n d  pr o c e s s  f or  amounts in e x c e s s  o f  $1 ,0 00  which i s  s i m i l a r  
t o  t h e  e x i s t i n g  r e f u n d  p r o c e s s  f o r  n o n - t a x a b l e  g a s o l i n e  and 
d i e s e l  f u e l  u s e s .  A l l  refunds  l e s s  than $1 , 000  per quarter  w i l l  
bo  handled a n n u a l l y .

The changes  t h a t  were enac ted  had the  o b j e c t i v e  of  d e t e r r i n g  
t a x - e v a s i o n  schemes which are e s t ima te d  to  c o s t  the  Highway Trust  
Fund s e v e r a l  hundred m i l l i o n  d o l l a r s  in l o s t  r evenues  a n n u a l l y .  
However,  t h e  rep ea l  o f  the  exemption w i l l  p l a c e  a heavy c a s h - f l o w  
burden on the  s e a f oo d  i n d u s t r y ,  which has l e g i t i m a t e  tax  exempt  
u s e s .

IMPACT

This  law becomes e f f e c t i v e  Apr i l  1 .  The impact  on f i s h e r y  
companies  i n c l u d e s :

o added c o s t  for  f u e l ;
o a d d i t i o n a l  r e c o r d k e e p i n g  and p a p e r w o r k  t o  e n a b l e  

r e c o v e r y  o f  fun ds  th ro ug h  a y e t - t o - b e  e s t a b l i s h e d  
refund procedure;  and 

o l o s s  o f  the  t ime va lue  o f  the  funds paid for  f u e l  tax  
(which may be s u b s t a n t i a l  a s  f e d e r a l  o f f i c i a l s  a r e  
swamped in  an avalanche  o f  refund r e q u e s t s ) .

LEGISLATIVE ACTIVITY

S e v e r a l  b i l l s  have been int roduced .  Four would r e s t o r e  the  
exempt ion  f o r  farmers  o n l y . These are:

o H.R. 3850 sponsored by Congressman Jontz  (D-IN)
o H.R. 3844 sponsored by Congressman Daub (R-NE)
o H.R. 3881 sponsored by Congresswoman Smith (R-NE)
o S .  2003 sponsored by Senator crams (R-TX)

Two b i l l s  would r e s t o r e  exemptions for  a l l  o f f - h i g h w a y  u se s  
i n c l u d i n g  v e s s e l  o p e r a t i o n s .  These are :

o H.R. 3865 sponsored by Congressman Combest (R-TX)
o H.R. 3866 sponsored by Congressman De l a  Garza (D-TX)

/

/



The key committees  which w i l l  c o n s i d e r  t h i a  mat ter  aret

SENATE FINANCE COMMITTEE

Lloyd  B e n t s e n ,  Te x . ,  
Chairman  

Spark M. Mataunaga, HI 
D a n i e l  P. Moynihan, N.Y.
Max Ba ucua ,  Mont.
David L. Boren,  Okla.
B i l l  B r a d l e y ,  N.J.
George  J .  M i t c h e l l ,  ME 
David Pryor ,  Ark.
Donald W. R i e g l e ,  J r . ,  Mich.  
John D. R o c k e f e l l e r  IV,W.Va.  
Thomas A. Dasch le ,  S.D.

Bob Packwood,  Ore . ,
Ranking Minori ty  Member 

Robert D o l e ,  Kan.
Wil l iam V. Roth,  Jr .  De l .  
John C.  Danfor th ,  m o ,
John H. Chafe s ,  r . i .
John H e i n z ,  Pa.
Malcolm Wal lop,  Wyo.
David Durenberger ,  Minn.  
Will iam L. Armstrong,  Colo ,

HOUSE WAYS AND MEANS COMMITTEE

MAJORITY MEMBERS

Dan Roatenkowski, 111.
chai rman  

Sam M, Gibbons,  F la .
J . J .  P i c k l e ,  TX 
C h a r l e s  B. Rangel ,  NY 
F o r t n e y  H. (Pete)  S t ar k ,  
Andrew J a c o b s , J r . ,  Ind.  
Harold E. Ford,  Tenn,
Ed J e n k i n s ,  Ga,
Richard A. Gephardt,  Mo, 
Thomas J.  Downey, N.Y.  
Frank J .  Gua r in i ,  N.J .

Marty Russo ,  111.
Donald J .  P eas e ,  Ohio 
Robert T. Matsui ,  CA.
Beryl  F.  Anthony,  J r .  Ark.  
Ronnie G. F l i pp o ,  Ala .

CA Byron L. Dorgan,  N.D.
Barbara B.  Kennel l y ,  CT. 
Brian D o n n e l l y ,  Mass. 
Will iam J.  Coyne,  Pa.  
Michael  A. Andrews, TX. 
Sander M. Levin ,  Mich.
Jim Moody, Wia,

MINORITY MEMBERS

John J .  Duncan, Tenn,
Ranking Minori ty  Member

' -B i l l  Archer ,  Tex.
Guy Vander Jag t ,  Mich 
P h i l i p  M. Crane,  I I ,
B i l l  F r e n s e l ,  Minn.
Richard T. Schulee ,  Pa.

. W i l l i s  D. G ra d l s o n , J r , Ohio 
Will iam M. Thomas, C a l i f .  
Raymond j .  MoGrath, N.Y.
Hal Daub, Neb.
Judd Gregg,  N.H.
Hank Brown, Colo,
Rod c h a n d l e r ,  Wash.

* ■ (£>



SENAT E • COMMITTEE REPO RT

K J FURTHER FINANCE

3/14/88 
Mr. President:

Transportation

DATE TURNED INTO OFFICE ^  /

Committee considered CSHJR 68 (TRSP)
Urging Congress to restore the exemption from the federal excise tax 
on taxable fuels for certair diesel fuel users

and recommended

[ ] replace with 
[ ] or adopt ___

CS
CS'

)[] same title 
)[] new title

[ ] attached amendment(s) and 

[ ] do pass 

[ ] do not pass 

[ ] no recommendation

individual recommendations 

[ ] further referral to ______

[ ] letter of intent adopted

Committee r̂ l attached or [ ] adopted fiscal note(s) 
[ ] new ( [ ] updated or |^] previous

[ ] zero [ ] fiscal impact

OTHER RECOMMENDATIONS



STATE OF ALASKA
HOUSE O F REPRESENTATIVES
Dox V, Juneau, Alaska 99811 
(907)465-2487 • 465-2498

REPRESENTATIVE CLIFF DAVIDSON District 27 Box 746, Kodiak, Alaska 99615

M E M O R A N D U M

TO; Senator Lloyd Jones
Chairman, Senate Transportation Committee

FROM: Representative Cliff son
DATE; March 14, 1988
SUBJECT: House Joint Resolution 68
Today in the Senate, House Joint Resolution 68 was assigned 
the Transportation and Finance Committees.
This resolution requests Congress to preserve the diesel fuel 
tax-exemption for "off-road" vehicles and fishing vessels. 
Under legislation passed last December, Congress mandated an 
across-the-board tax collection.
This requirment would hurt Alaskan fishermen, miners, farmers 
or any person in Alaska who relies on the tax-free sale of 
diesel fuel to operate.
Starting next month, these tax-exempt categories must pay the 
tax upfront. Refunds would not be available until the end of 
the year.
Because this requirement becomes effective April 1, it is 
urgent this resolution be considered at your earliest possible 
convenience.
Thank you.



Alaska ̂tate Sjcgtslato
House o f Representatives

Committee on Transportation

Rep. B ette C a to , C h a irm an

Pouch V 
State Capitol 

Juneau, Alaska 99811 
(907) 465-4858

March 9, 1988
************************************************************* 
COMMITTEE CALENDAR;

HB 448; "An Act relating to outdoor political 
advertising."

HJR 6 8 ; Urging Congress to restore the exemption from 
the federal excise tax on taxable fuels for 
certain diesel fuel users.

An Overview by the Commonwealth North Railroad Committee 
FOR THIS MEETING, YOU HAVE BEEN GIVEN: 

a folder on HB 448 that includes:
item #1 : 

#2: 
#3: 
#4: 
#5: 
#6: 
#7: 
#8: 
#9:

HB 448
a statement from Rep. Frank 
a sectional analysis 
a proposed amendment 
information re political signs 
required form for filing candidacy 
statutes
position paper - Division of Elections 
fiscal note & position paper - DOT/PF

folder on HJR 68 that includes:

item #l: HJR 68
#2: fiscal note - Depart, of Comm. & Economic Dev.
#3: statement from Rep. Davidson
#4: tax alert from National Fisheries Institute
#5: Omnibus Reconciliation Act - an excerpt
#6 : House Congressional Record - an excerpt
#7: letters of support
#8 : newspaper articles
#9: press release from Rep. Don Young



HOUSE O F REPRESENTATIVES 
Box V, Junaau, Alaska 99811 
(907)465-2487 • 465-2498

STATE OF ALASKA

REPRESENTATIVE CLIFF DAVIDSON District 27 Box 746, Kodiak, Alaska 99615

M E M O R A N D U M

TO: Representative Cato, Chair
House Transportation Committee

Representative Cliff Davi

March 2, 1988

FROM:

DATE:

SL3JECT: House Joint Resolution 68 by the Resources Committee

Enclosed is a copy of House Joint Resolution 68, which was 
introduced today and assigned the Resources and Transportation 
Committees.

It will be heard on Wednesday, March 9 in the Resources 
Committee. May I request a hearing on this piece of 
legislation as soon as possible pending referral? There is a 
rush on getting HJR 68 to Congress before April 1, 1988.
This resolution requests Congress to preserve the way they 
collect the fifteen cer.t per gallon federal excise tax on 
diesel fuel.

Under legislation passed last December, tax-exempt categories 
must first pay the tax and then apply for a refund later.
Under current practice, these tax exempt categories do not pay 
the tax at all.

While still technically exempt, the way the federal government 
will collect this tax unnecessarily raises the cost of doing 
business for many Alaskans. It will restrict their cash flow, 
increase paperwork and is essentially an interest free loan to 
the government.

This resolution asks Congress to reinstate the current 
practice and repeal the proposed changes, which take effect 
April 1, 1988.

Thank you for your support.
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m axim um  reduction in estate  taxes to $750,000, (5) imposes holding 
period requ irem en ts  for th e  decedent and  th e  ESOP, (6) prohibits 
th e  deduction in th e  case of securities  acquired  w ith  asse ts  t r a n s ­
ferred from a n o th e r  plan of th e  employer, and  (7) imposes certain 
excise taxes on an  ESOP or worker-owned cooperative for a failure 
to Batisfy the  allocation and  holding period requirem ents.

The confirm ation  of the  IRS Notice ie effective as if included in 
th e  Tax Reform Act of 1986. The o ther  provisions a re  effective with 
respect to sale9 o f  securities to E S O rs  a f te r  F eb ru a ry  26, 1987, 
except th a t  th e  ESOP holding period r e t i r e m e n t  genera l ly  applies 
to dispositions of securities by the  ESOP a f te r  F eb ru a ry  26, 19S7. 
Securities subject to the 'ESOP holding period requ irem en t are 
qualified em ployer securities, which for th is  purpose includes em ­
ployer securities  sold befcre F eb ru a ry  27, 1987, for which a deduc­
tion was a lov,‘«d.

Senate am endm ent
The S enate  am en d m en t  is th e  sam e as the  House bill, except 

t h a t  th e  provisions (other th a n  th e  confirm ation  of the IRS Notice) 
a re  effective with respect to sales of securities  to ESOPs a f te r  Feb­
ru a ry  2 7 , 19S7, and  th a t  th e  ESOP holding period req u irem en t g en ­
erally  applies to dispositions of securities  by th e  ESO P a f te r  Feb ru ­
a ry  27, 1987. Securities  subject to  th e  ESO P holding period requ ire­
m en t  a re  qualified employer securities, which for this purpose in ­
cludes em ployer securities sold before F eb ru a ry  27, 19S7, for which 
a  deduction was allowed.

Conference agreement
The conference ag reem en t follows th e  House bill.

V. Excise Taxes; User Fees 
A. EXCISE TAXES

1. Telephone excise tax: 3-ycar ex tension

Present law
A 3-perccnt excise tax i3 imposed on am o u n ts  paid for local tele­

phone service, toll (long-distance) te lephone service, and  teletype­
w rite r  exchange service. This tax  is scheduled to expire  after De­
cember 31, 1987.

House bill
The House bill extends th e  p resen t 3-percent te lephone excise 

tax for 3 years, th rough  December 31, 1990.

Senate amendment
The Senate  am en d m en t is the  sam e as the  H ouse bill.

Conference agreement
The conference ag reem en t fo llo w s th e  House bill ar.d th e  Senate 

am endm ent.

2. Collection of diesel fuel and c
sales tc

Present law
T he excise taxes on diesel fuel 

line aviation fuel generally  are 
fuel by a retail dealer to the u 
4041). Under an exception, retai 
sale distributors collect and  pay 
sold to the retailer.

House bill
The excise tax on taxable  fue 

taxab le  special fuels, and nong 
posed on sale of the  fuels to any

Taxable special fu e ’iB include : 
oline or diesel fuel) th a t  a r e  sol 
cle or motorboat. Nongaaoline .- 
which tax would be imposed :t 
commercial aviation.

Collection of the  excise tax ■ 
wholesale dealers is made man 
of present law perm itt ing  tax 
poses ore repealed.

Any taxable fuel th a t  13 held 
sale is subject to a floor stocks t 
section to th a t  fuel, _

T he  provision ia effective cn «1

Senate amendment
The Senate am endm en t gene 

w ith  the following differences.
T he  T reasury  D epartm en t is 

for purposes of m aking  refunds 
line fuels excise taxes. In add 
au ire  information reporting  an 
tne  d istribution chain  of these 
v en t  evasion of th e  tax.

T h e  Senate  am endm en t also 
revenues ra»9ed by the floor 
Highway T rus t  Fund or the  L 
(LCST) T ru s t  Fund.

T he  provision is effective on .

Conference agreement
Tho conference agreem ent g 

the Senate  am endm ent,  bu t t: 
the tax on special m otor fuels • 
level. In the  case of the  taxes 
tion fuel*, tax  technically is in 
a taxable fuel by the  produce 
fined, however, to include wn 
mediate persons in the chain  o 
persons who are producers of i
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ixea to  $750,000, (5) im poses h o ld ing  
ced en t a n d  th e  E S O P , (6) p ro h ib its  
c u ritie s  a c q u ire d  w ith  a s se ts  tra n s -  
i em p lo y er, an d  (7) im poses c e r ta in  
rk er-ow ned  co o p era tiv e  fo r  a fa ilu re  
i in g  p e rio d  re q u ire m e n ts .
N otice  is effec tive  a s  i f  in c lu d ed  in 
e o th e r  p ro v is io n s a r e  e ffec tiv e  w ith  
:o E SO Ps a f te r  F e b ru a ry  26, 1987, 
;e riod  re q u ire m e n t g e n e ra lly  app lies 
th e  E S O P  a f te r  F e b ru a ry  26, 1957. 

'P h o ld in g  perio d  re q u ire m e n t a re  
•vhich fo r th is  p u rp o se  in c lu d e s  em- 
•b ru ary  27, 1987, fo r w h ich  a  deduc-

the sam e  a s  th e  H ouse  b ill, excep t 
th e  c o n firm a tio n  o f th e  IRS N otice) 

les o f  s e c u ritie s  to  E S O P s a f te r  Feb- 
iO P  h o ld in g  perio d  re q u ire m e n t gen- 
se c u ritie s  b y  th e  E SO P a f te r  F eb ru - 
to  th e  E S O P  h o ld in g  perio d  req u ire - 
ecu ritie s , w h ich  fo r th is  p u rp o se  in- 

. befo re  F o b ru a ry  27, 1987, for w hich

5llows th e  H o u s e  b ill .

Tax e s ; U s e r  F ee3

<CISE TAXES

se tax : 3 -y ea r ex ten s io n

cosed on a m o u n ts  pa id  fo r  local tele- 
nce> te lep h o n e  serv ice , o n d  te le type- 
ta x  is sch ed u led  to  e x p ire  a f te r  De-

.* p re se n t 3 -p e rcen t te le p h o n e  excise 
-.bcr 31. 1990.

te  sam e a s  th e  H o u se  bill.

allow s th e  H ouse b ill a n d  th e  S e n a te

999

\ >  2. C o llec tion  of d iese l fuel and  c e r ta in  o th e r  m o to r fuels ta x e s  on  
I ^  sa le s  to re ta i le r s

Present law
T he excise  tax es  on diesel fuel, spec ia l m o to r fuels, an d  n o n g aso ­

lin e  a v ia tio n  fuel g e n e ra lly  a re  im posed on th e  s a ie  o f th e  ta x a b le  
fuel by a re ta i l  d e a le r  tc  th e  u l t im a te  co n su m e ■ o f th e  fuel (sec. 

! 40-11). U n d e r  an  excep tio n , re ta il  d ea le rs  m ay  e le c t to hove w h o le ­
sa le  d is tr ib u to rs  co llec t a n d  p ay  th e  c ie se l fuel ta x  w hen  th e  fuel is 
so ld  to  th e  m a i l e r .

House bill
T h e excise  ta x  on  ta x a b le  fuels, w hich  a re  defined  a s  d iese l fu e l, 

ta x a b le  sp ec ia l fue ls , ar.d  nongaso lir.e  a v ia tio n  fuels, is to be im ­
posed or. s a le  o f th e  fue ls  to  any ta x a b le  fuel re ta i le r .

T ax ab le  sp ec ia l fu e ls  in c lu d e  spec ia l m o to r fuels (e th e r  th a n  g a s ­
o line  o r d ie se l fuel) th a t  a re  sold fo r U3e as a  fuel in  a  m o to r v e h i­
cle o r  m o to rb o a t. N o n g aso lin e  a v ia tio n  fuels m e a n s  a n y  liq u id  on 
w h ich  ta x  w ould  be im posed  if  so ld  fo r use in  a n  a irc ra f t  in  n o n ­
co m m erc ia l a v ia tio n .

C ollection  of th e  excise ta x  on th e  sa le  o f an y  ta x a b le  fuel by 
w ho lesa le  d e a le rs  is m ad e  m a n d a to ry  for a il sa les. T h e  p ro v is io n s 
o f  p re se n t law  p e rm itt in g  tax -free  sa les  for c e r ta in  e x e m p t p u r ­
poses a re  rep ea led .

A n y  ta x a b le  fuel th a t  is h e ld  on  J a n u a r y  1. 1933, by a  d e a le r  fo r 
sa le  is su b jec t to  a  floor s tocks ta x  a t th e  r a te  ap p licab le  u n d e r  th is  
sec tio n  to th a t  fuel.

T he p rov ision  is effec tive  on J a n u a r y  1, 1933.

Senate amendm ent
T h e  S e n a te  a m e n d m e n t g e n e ra lly  is .ne  sa m e  as th e  H o u se  b ill, 

w ith  th e  fo llow ing  d ifferences.
T h e  T re a s u ry  D e p a r tm e n t is a u th o rise d  to p resc rib e  re g u la tio n s  

for p u rp o ses  of m a k in g  re iu n d s  o r  a llow ing  c re d its  o f th e  n o n -g aso ­
line  fuels excise tax es . In  ad d itio n , T re a s u ry  is a u th o riz e d  to  r e ­
q u ire  in fo rm a tio n  re p o rtin g  a n a  re g is tra tio n  from  su ch  p e rso n s  in  
th e  d is tr ib u tio n  c h a in  of th e se  fuels a s  is d eem ed  n ecessa ry  to  p r e ­
v en t ev asio n  o f th e  tax .

T h e  S e n a te  am endm er* . a lso  re q u ire s  th a t  a m o u n ts  e q u iv a le n t to  
rev en u es  ra ise d  by th e  floor s tccx s  ta x e s  be tra n s fe r re d  to  th e  
H ighw av  T ru s t  F u n d  or th e  L eak , .g U n d e rg ro u n d  S to ra g e  T a n k  
(LU ST) T ru s t  F u n d .

T h e  p rov ision  is effective on  J a n u a r y  1.1959.

Ccnfertnee agreement
T h e  co n fe ren ce  n g reem o n t g e n e ra lly  follow s th e  H ouse  b ill a n d  

th e  S e n a te  " n e n r im e n t.  b u t inc ludes se v e ra l m od ifica tio n s. F ir s : ,  
th e  ta x  on  spec ia l m o to r fuels c o n tin u es  to be im posed  a t  th e  re tn i l  
level. In th e  cose o f  th e  tax es  on d iesel fuel a n d  n o n g aso lin e  av ia ­
tion  fuels, ta x  te c h n ic a lly  is im posed on th e  sa le  (or e a r l ie r  u se) o f 
u ta x a b le  fuel by th e  p ro d u cer th ereo f. T he te rm  p ro d u ce r U de­
fined, how ever, to  inc lude  w ho lesa le  d is tr ib u to rs  a m i' o th e r  i n t e r ­
m ed ia te  p e rso n s  in  th e  c h a in  of d is tr ib u tio n  of th e  ta x a b le  fuel. A ll 
persons w ho a re  p ro d u cers  of a ta x a c le  fuel m u s t re g is te r  w ith  th e
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T re a s u ry  D e p a r tm e n t and  sa tis fy  su ch  b ond ing  re q u ire m e n ts  a s  
T re a s u ry  m ay  p resc rib e . T h e re fo re , a w ho lesa le  d is t r ib u to r  m ay  
b u y  fu e ls  w ith o u t p a y m e n t of ta x  o n ly  upon  sa tis fa c tio n  o f th e se  
re q u ire m e n ts .

In  g e n e ra l, lik e  th e  H ouse b ill a n d  S e n a te  a m e n d m e n t, a ll  p ro v i­
s io n s p e rm it t in g  ex e m p t Gales beyond  th e  w h o lesa le  level a re  re ­
p ea led . T re a s u ry  is, how ever, g iven  d isc re tio n a ry  a u th o r i ty  to  
exempt from tax c e r ta in  sales where th e  p u rc h a s e r  d e m o n s tra te s  
to  th e  sa tis fa c tio n  o f  T re a su ry  t h a t  th e  fuel w ill be UBed in  a non- 
ta x a b le  u se  a n d  a lso  re g is te rs  a n d  posts su ch  bond a s  T re a s u ry  m ay 
re q u ire . T h is  a u th o r i ty  is to  be ex e rc ised  on a case-by-case basis. 
S a les  t h a t  m ay  be ex em p ted  in c lu d e  (1) d iese l fue l so ld  fo r u se  as a 
fuel in  a d iese l-pow ered  tr a in , (2) a v ia tio n  fuel sold fo r use  aa  a fuel 
in  a n  a i r c r a f t  in  co m m erc ia l a v ia tio n . (3) ta x a b le  fu e ls  sold for in ­
d u s tr ia l  u se  o th e r  th a n  as  a m o to r fuel, an d  (4) ta x a b le  fuel sold for 
exclu siv e  use of a n y  S ta te , a p o litica l su b d iv ision  o f a  S ta te , o r th e  
D is tr ic t o f  C o lu m b ia .3 As u n d e r  th e  H ouse  b ill a n d  th e  (senate 
a m e n d m e n t, sa le s  o f  fuel th a t  T re a s u ry  d e te rm in e s  is d e s tin ed  fo r 
u se  as h e a tin g  oil m ay  be m ad e  w ith o u t p a y m e n t o f ta x . A ll o th e r  
e x e m p tio n s  from  th e se  ta x e s  m u s t  be rea lized  th ro u g h  re fu n d  p ro ­
c e d u re s  fo llow ing  p u rc h a se  of th e  fuels tax -p a id .

T h e  co n fe ren ce  a g re e m e n t g ra n ts  T re a s u ry  b ro a d  a u th o r i ty  to  
e n s u re  co m p lian ce  g e n e ra lly  w ith  th e  provisions, o f th e  a g re e m e n t. 
S pecifica lly , T re a s u ry  m ay , in  i ts  d isc re tio n , r e q u ire  in fo rm a tio n  
re p o r t in g  by a n d  re g is tra tio n  o f  a n y  perso n  in  th e  d is tr ib u tio n  
c h a in  ot a n y  ta x a b le  fuel (in c lu d in g , e.g., a n y  d is tr ib u to r  o f fuel 
d e s tin e d  fo r use  a s  h e a tin g  oil).

T h ese  p ro v is io n s o f th e  co n fe ren ce  a g re e m e n t a re  e ffec tive  on 
a n d  a f te r  A p ril 1, 1988, w ith  a  floor s tocks ta x  b e in g  im posed  as 
w as p ro v id ed  u n d e r  th e  H ouse b ill a n d  th e  S e n a te  a m e n d m e n t on  
a ll  p e rso n s  h o ld in g  n on-tax -pa id  fu e ls  o n  A p ril I, 1988.

3. E x te n s io n  o f  te rm in a tio n  d a te  fo r coal excise  ta x  ra te  

Present law
A  m a n u fa c tu re r 's  excise  tax  is im posed  on  th e  sa le  o r  u se  o f  do­

m e s tic a lly  m in ed  coal by  th e  p ro d u c e r  (sec. 41211. E ffec tiv e  A p ril 1, 
1986, th e  ta x  ra te  w as in c reased  (bv 10 p e rcen t) to  S i .10 p e r  ton  o f  
coal fro m  u n d e rg ro u n d  m ines, a n d  55 ce n ts  p e r  to n  o f  coal from  
su rfa c e  m in es, b u t  n o t  to  exceed 4.4 p e rc e n t o f th e  sa le s  p rice

U n d e r  p re s e n t law , th e  ta x  ra te  is sch ed u led  to  r e v e r t  to th e  pre* 
1982 ra te  o f  50 c e n ts  p e r  ton  on u n d e rg ro u n d  coal a n d  25 c e n ts  p e r  
to n  on  su rfa c e  coal to u t n o t to exceed  tw o  p e rc e n t o f p rice) on  th e  
e a r l ie r  o f J a n u a r y  1, 1996 o r th e  f irs t J a n u a r y  1 a s  o f  w h ich  th e re  
is (1) no b a la n c e  c f  rep ay ab le  a d v a n c e s  from  th e  g e n e ra l  fund  to

' S u t t i  a n d  lo c a l j c v e r n m e n u l  u m t i  tl lg tb l*  t j  a p ply  to  ah# T r e a o r v  f a r  ip p r e v . i l  to  b u y  
fu o 'a  m t h e t l l  p a y m e n t  c f  U t  < * n « ra llv  .nclu tf*  t h o t t  j o v V n r r r r t # !  u n , u  i h i t  a r e  p e r m u ta d  lb  
b a y  t a i . f r e a  u n d r r  pr#»#r>t law  «♦«. 4 iU tia « J u . T h «  c o n f f r a ia  a r»  a w o re  tH » t r e p e a l  u f  a u te ir .o t .c  
U i - f r e e  *al«  o f  t i m e  f u e l i  to  S t a t u  a r d  lo ;o l j O 'r f r r r . e M I  t r .a j .  ir, c e r t a in  c o i» i .  r e t u l l  m a  
t t w p o i a r y  a d d i t i j n . i l  c e l t  e f t s r r t a l n  : f  t h e n  e n t ii ia * . b u t  d r u m m e d  'h o t  g e r u r a l  c o n s t™ *  
a b o u t  fo rr .p lla n c *  w th  th.M o t a n - i  u u t w i n h  t h a t  p e iu b t l i ty  T>« d u c r e i t a n a r y  c o e m p tio n  in 
t l u d a d  in  th e  « r » » m t n t  re c o n c ile *  th.t-rc c o n 'p U a r t*  s ^ n c a r r*  w ith  a n y  p o te n t ia l  b u rd e n  c.n 
S t a t e i  a n d  to t a l  * o '» r n m tn t a  T h r  confer##* ;n tv r o  t h a t  in  d e te r m in in g  w h ic h  j o v a r n n t a n u l  
u n i t !  m a y  f u r « h # u  u « j t> '»  fu v li « ,lh ( , . i  p n v m c r t  J  \ j »  u n d e r  th #  . • - r r r m e n t .  ih e  T r n i t a , ,  
n c o a r tm .e n t  la to  n t c m n t  io  r r l n m n e  * i "  • w . r  c o i ta  to  th o  e a tc n t  : ; n n > i « n t  w .if t th e  in c r c a i r d  
c o m p  ta n c e  e f e j f c i i ie i  o f  i h r  c e n fv ra n c e  .,* f# trfi!»nt.

«1iadiata .1 +md
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th e  B lack  L ung D isab ility  T ru s t 1 
on su ch  advances.

A m o u n ts  eq u a l to th e  rev en u es  • 
a re  a p p ro p ria te d  a u to m a tic a lly  to 
a u th o r iz e s  rep ay ab le  a d v a n c e s  fro 
F und . T h e  T ru s t  F u n d  pays ce rta  
cases w h e re  no coal m in e  operato i 
fo r th e  in d iv id u a l m in e r 's  d isease.

House b ill

No provision.

Senate am endm ent
T h e  S e n a te  a m e n d m e n t ex ten t 

p rescn t-law  coal excise ta x  ra te  fr* 
of i l )  J a n u a r y  1, 2014 o r  (2) th e  a 
vency  (as defined  u n d e r  th e  pre 
T h e  ex ten sio n  of th e  te rm in a iio  
excise  ta x  ra te  is effective from  J; 
sub jec t to  e a r l ie r  te rm in a tio n  u. 
s e n s e d  above.

Conference agreem .nt
T he con ference  a g re e m e n t folios

4. H ighw ay excise ta x  exe 

Present law
R eceip ts from  excise ta x e s  on m 

in  th e  H ighw ay  T ru s t F u n d . Recei 
f in an ce  e x p en d itu re s  w h ich  a re  
T ru s t  F u n d . E x em p tio n s fro m  thi 
se v e ra l p u rc h a se rs  o f fuels, inclu 
b u ses  a n d  c e r ta in  p r iv a te  school 
oOl(oyS) o rg an iza tions.

P r iv a te  b us o p e ra to rs  e re  exerr 
I n te rc i ty  com m on c a r r ie r  buses 
e x e m p t from  th e  9-cents-per-ga',!oi 
special m o to r fuels. Q u a lified  Icca 
15-cents-per ga llon  d iese l fu e l ta  
b u ses  receive a 12-cents-per-gaU cn 
o e r-g a lljn  h ighw ay  d iese l fu e l ta. 
b uses engaged  in  tra n s p o r ta tio n  
a long  re g u la r  rou tes, u n le ss  th e  
le a s t 20 a d u lts  (no t in c lu d in g  the  c

House b ill

T h e  H ouse  bill re p e a ls  th e  mot 
e ru p tio n s  fo r buses, in c lu d in g  bun  
tior.s. T h is  rep ea t does no t a ffec t t 
ow ned an d  o p era ted  rr.ns* t r a n s i t

T h is  p rov ision  is e ffective o n  Ja t

i
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used lo  acquire em ployer securities from 
tran sferred  assets (w ithin the  meaning; of 
section 2057ICK2XBII.

"(d ) O r d e r i n g  R u l e s . — For purposes of 
th is section and section *973. any d ep o si­
tion o f em ployer securities shall be trea ted  
as having been m ade In th e  following o rd e r  

"(1) First, from  qualified em ployer securi­
ties acquired during th e  3-year period 
ending on th e  d a te  of such disposition, be­
ginning with th e  secunlle* first so acquired.

"(2) Second, from  qualified em ployer secu­
rities acquired before such 3-year period 
unless such securities (o r th e  proceeds from 
such disposition) have been allocated to ac­
counts of participan ts o r th e ir  beneficiaries.

"131 Third, from qualified securities 
(w ith in  the  m eaning of section *978(eK2>) 
to w hich section 10*2 applied acquired 
during  th e  3-year period ending on the  da te  
of such  deposition , beginnu - i th  the  secu­
rities first so acquired.

"<*i Finally, from  any o th e r em ployer se ­
curities. In th e  case o f a disposition lo  
w hich section 4978(d) o r subsection <e) a p ­
plies, th e  disposition of em ployer securities 
sha ll be trea ted  as having been m ade in th e  
opposite  order of th e  preceding sen ten ce.1*1 

"(e) S e c t i o n  N o r T o  A p p l y  t o  C e r t a i n  
D i s p o s i t i o n s . —

"(1) I n GENERAL-This section shall no t 
apply io any disposition described In p a ra ­
graph  ( D o r  (3) of section 4978(d).

"(2) C e r t a i n  r e o r g a n i z a t i o n s . — For p u r­
poses of thLs section, any exchange of quali-, 
fled em ployer securities fo r em ployer securi­
ties of a n o th e r corporation  in any reorgani­
zation described in section 368(a)(1) sha ll 
no t be trea ted  as a disposition, bu t th e  em ­
ployer securities which were received shall 
be trea te d —

"(A ) as qualified em ployer securities of 
th e  p lan  or cooperative, and 

"(D ) as having been held by lh»  pla.i or 
cooperative during  th e  period th e  qualified 
em ployer securities were held.

" ( 3 )  D i s p o s i t i o n  t o  m e e t  d i v e r s i f i c a t i o n  
arquiREMtNTS.—Any disposition which Is 
m ade to  meet th e  requirem ents of section 
*01<a)<28) shall no t be trea ted  as a  disposi­
tion.

" ( f )  D e f i n i t i o n s  a n d  SrccivL R u l e s . —For 
purposes of th is  section—

"CD T e r m s  u s e d  i n  s e c t i o n  s o s T . - A n y  
t e r m  u s e d  In t h i s  s e c t i o n  which i s  u s e d  i n  
s e c t i o n  2 0 5 7  s h a l l  h a v e  t h e  m e a n i n g  g i v e n  
s u c h  t e r m  b y  s e c t i o n  2 0 5 7 .

"(2) Q u a l i f i e d  e m p l o y e r  S E cU R im s.-T lie  
term  'qualified  em ployer securities' has th e  
m eaning given st :h  term  by section  2057. 
excep t th a t  such  term  sha ll Include employ, 
c r securities sold before February  27, 1987. 
for w hich a deduction was allowed un d er 
section  2057.

"(3) D isp o sm o N .-T h e  term  'disposition ' 
Includes any d istribution .

"<*) L ia b i l i t y  t o r  p a y m e n t op ta x e s .— 
T h e  tax  Imposed by th is  section shall be 
paid b y —

"I AI th e  em ployer, or 
•’IB ) th e  eligible worker-owned coopera­

tive.
w h i c h  m iu J e  t h e  w r i t t e n  s t a t e m e n t  d e s c r i b e d  
i n  s e c t i o n  2 0 5 7 ( e ) . "  

i b l  C o n f o r m i n g  A m e n d m e n t s . — 
l l )  S e c t i o n  4 9 7 8 1  b m2> Is  a m e n d e d  b y  s t r i k ­

i n g  o u t  t h e  p a r e n t h e t i c a l  a n d  i n s e r t i n g  i n  
l i e u  t h e r e o f  " i d r t r m u n e d  a s  I f  s u c h  s e c u r i ­
t i e s  w e r e  d i s p o s e d  o f  I n  t h e  o r d e r  d e s c r i b e d  
I n  s e c t i o n  4 9 7 B A I O ) '.

i2> T h e  table of sections for c h ap te r *3 Is 
am ended by Inserting a f te r  th e  item  m a t ­
ing to  section *978 th e  following new Item: 
"Sec. *978A. T ax  on certa in  dispositions of 

em ployer a e e u n tlr i  to  w hich 
section 2057 applied.'*

111 I n d e n t i o n  » m n *  m  m p y  o n  D m  M -n t r rx s

<c> E r r r c r m  D a t e . —T he am endm ents 
m ade by th is  section sha ll apply  to  taxab le  
events (w ith in  th e  m eaning of section 
*978A(c) of th e  In tern a l R evenue Code of 
1988) occurring a f te r  F ebruary  28, 1987.

S uhll l t f  K—Pm*i»in«» Relating lo  Kxrl>e T a i r a  
■ nd l > r  I ' m

PART I—EXCISE TAXES

S IX . to w n . EX TENSION OK T E L E P H O N E  EX C ISE  
TAX.

P arag rap h  (2) of section  4251(b) (re la ting  
to applicable percentage) Is am ended to  
read as follows;

"(2) A p p l i c a b l e  p e r c e n t a g e . — T h e  term  
'applicable percen tage ' m eans 3 percent; 
except th a t, w ith respect lo am oun ts paid  
p u rsu an t to bills firs t rendered  a f te r  1990, 

J h e  applicable percen tage shall be zero."
S E C  t o w n  IH IS F .I. n u  a n d  AVIATION KI E L  

T IN E S  IM P O SED  AT W H O LESA LE 
I.EA E l .

(a) I n  G e n e r a l . — P a r t  I I I  of au b ch ap te r A 
of c h ap te r 32 Is am ended by Inserting a f te r  
su b p a rt A th e  following new subpart;

" S u b p a r l  fl— P ie s t l  F u t l  a n d  A » ia l ln n  F u r l

"Sec. *091. Im position of tax.
"Sec. *092. D efinitions.
"Sec. *093. Exem ptions; spccrnl rule.
-S E C . «<*»L IAIPOs ITION OK TAX.

" ta )  I n G e n e r a l . — 'T h ere  Is hereby  im- 
, posed a  tax  on  th e  sale of any taxab le  fuel 
by th e  p roducer o r  th e  Im porter th e reo f or 
by any producer of a  taxab le  fuel.

" (b ) R a t e  o r  T a x . —
" ID  I n  g e n e r a l . —T h e  ra te  of th e  tax  Im ­

posed by subsection  (a ) sha ll be  th e  sum  
o f—

"(A)(1) th e  H ighway T ru s t Fu n d  financing 
ra te  In th e  case of diesel fuel, and 

■'(it) th e  A ir p o r t  and Airway T ru st Fu n d  
financing ra te  In th e  case of aviation  fuel, 
and

"<BI th e  Leaking U nderground S to rage  
T an k  T ru st Fu n d  financing  ra te  In th e  case 
of an y  taxab le  fuel.

“(2) H i g h w a y  t r u s t  i t n d  f i n a n c i n g  
r a t e . — F or purposes of p a rag rap h  I t) ,  
excep t as provided In subsection  (c), th e  
H ighway T ru s t Fund financing ra te  is 15 
cen ts pe r gallon.

"(3) A i r p o r t  a n o  a i r w a y  t r u s t  f o n d  f i ­
n a n c i n g  r a t e . — For purposes o f p a rag rap h
(1), th e  A irport and Airway T ru s t F und  fi­
nancing ra te  Is 1* cen ts pe r gallon.

“14) L e a k i n g  u n d e r g r o u n d  s t o r a g e  t a n k
TRUST FUND FINANCINO RATE.—F or purposes
of pR ragraph ID . th e  Leaking U nderground 
S to rage  T ank  T ru s t Fu n d  financing ra te  Is
0.1 cen t pe r gallon.

" ( 5 )  TERMINATI JN OF RATES.—
"(A ) T h e  Highway T ru s t F u n d  financing 

ra te  shall no t apply  on  and a f te r  O ctober 1, 
1993.

" (I ll  T h e  A irport and Airway T ru s t F und  
financing ra te  sha ll no t apply on  and a f te r  
Ja n u a ry  1. 1988.

"(C ) T h e  le a k in g  U nderground S torage 
T ank  T ru s t Fu n d  financing ra te  sha ll no t 
apply  during  anv period during  which th e  
lea k in g  U nderground S to rage  T an k  T ru s t 
F und financing ra te  un d er section  *081 d ors 
no t apply.

"(e l K ia u c to  R a t e  o f  T a x  f o r  O u s e l  
F u e l  i n  A l c o h o l  M i x t u r e .  ETC.-U ndur reg ­
u lations proscribed by th e  S ec re ta ry —

"c l)  In g e n e r a l —T h e  Highway T ru s t 
Fund financing ra te  sha ll be—

"(A ) 9 cent* pe r gallon In th e  case of th e  
sale of any m ix tu re  of diesel fuel If—

"(I) a t  least to p e rcen t of such  m ix tu re  
consists of alcohol (as defined In section 
*08iie)i3)>. and 

"tils th e  diesel fu rl In such m ix tu re  u a j  
not tax ed  un d er sub p arag rap h  (f)>, and

"(B ) 10 cen ts per gallon in th e  case of (he  
sale of diesel fuel fo r use (a t  th e  lim e of 
such  sale) In producing a m ix tu re  described 
in su b p arag rap h  (A).

"(2) L a t e r  s e p a r a t i o n . — If any person sep­
a ra te s  th e  diesel fuel from a m ix tu re  of th e  
d iesel fuel and  alcohol on which tax  was Im­
posed un d er subsection  (a) a t  a  Highway 
T ru s t Fund financing ra te  equivalent to  9 
c en ts  a gallon by reason of th is  subsection 
(o r w ith respect to  which a  c red it or pay- 
m en t was allowed or m ade by reason of sec­
tion  6427(f)(1)). such  person shall be trea ted  
as th e  p roducer of such  diesel luel. T h e  
a m o u n t of tax  Imposed on any sale of such 
diesel fuel by such  person sha ll be 5 cen ts 
p e r gallon.

"(3) T e r m i n a t i o n . — P arag rap h  (1) sha ll 
n o t apply  to  any sale a f te r  S ep tem ber 30. 
1993.

" ( d )  E x e m p t i o n  F r o m  T a x  r o R  A v i a t i o n  
F u e l  i n  A l c o h o l  M i x t u r e . E t c .—

" ( I )  In g e n e r a l —T h e  A irport and Airway 
T ru s t Fund financing ra te  shall no t apply to 
th e  sale o f—

"(A ) any m ix tu re  of aviation fuel a t least 
10 p e rcen t o f w hich consists o f alcohol (as 
defined  in section  *08I(cK3l). or 

"(B ) any av iation  fuel for use (a t  th e  tim e 
of such  sale) In producing a  m ix tu re  de ­
scribed In su b p arag rap h  (A).

"(2 ) L a t t r  s e p a r a t i o n . — If any person sep ­
a ra te s  th e  av ia tion  fuel from a m ix ture  of 
th e  aviation  fuel and alcohol on which th e  
A irp o rt and Airway T ru s t Fu n d  financing 
ra te  did n o t apply  by reason of th is subsec­
tio n  (o r w ith respect to  which a cred it o r  
p ay m en t was allowed or m ade by reason of 
sec tion  6427(f)(2)), such  person sha ll be 
trea te d  as th e  p roducer of such  aviation 
fuel.

"(3 ) T e r m i n a t i o n . — P arag rap h  i l )  shall 
n o t app ly  to  any sale a f te r  S ep tem ber 30. 
1993.
•SEC. IW1 DEKIMTHENS.

" ( a >  T a x a b l e  F u e l — F o r purposes of th is  
s u b p a r t—

"(1) I n  g e n e r a l — T h e  term  'taxab le  fuel' 
m ea n s—

'(A ) diesel fuel, and 
“ (B ) av ia tion  fuel.
"(2) D i e s e l  f u e l — T h e  term  'diesel fuel' 

m eans any liquid (o th e r th a n  any product 
tax ab le  un d er section  *0811 w hich Is s u i ta ­
ble fo r use as a  fuel in a  d ie el-powered 
h ighw ay  vehicle o r a diesel-powered train .

"(3) A v i a t i o n  f u e l — T he te rm  'aviation  
fu e l' m eans any  liquid (o th e r th a n  any p ro d ­
u c t taxab le  u n d e r section  *081) which tv 
su itab le  for use as a fuel in an a irc raft.

“ (b )  P r o d u c e r .—F o r p u rp o se s  o f  th is  sub - 
p a r t—

" ( ’ )  C e r t a i n  p e r s o n s  t r e a t e o  a s  p r o d u c ­
e r s . —

"(A ) In c l n e r a l — T h e  term  'p roducer' In­
c ludes any person described In su b p a ra ­
g rap h  (B) w ho elects lo  register under sec­
tio n  *101 w ith  respect to  the  tax  Imposed by 
sec tion  *091.

" ( B )  P e r s o n s  d e s c r i b e d . — A  p e r s o n  Is d e ­
s c r i b e d  i n  th is  s u b p a r a g r a p h  1/ such  p e r s o n  
Is—

"(I) a  re fin e r, com pounder, blender, o r 
w holesale  d is tr ib u to r of a taxab le  fuel, or 

" ( ill  a d ealer selling any tax ab le  fuel ex ­
clusively to  p roducers of such taxab le  fuel.

" (C )  T a x -p re c  ruarHA SEas t r e a t e d  a s  p ro - 
nucERS.—A ny p e rso n  to  w hom  an y  ta x a b le  
fu e l Is so ld  ta x - fre e  u n d e r  t h u  s u b p a r t  s h a ll  
be t r e a te d  ax t h e  p ro d u c e r  o f such  fuel.

"(2) W h o l e s a l e  d i s t r i b u t o r . — For p u r­
poses of p a rag rap h  (I) , th e  term  'w holesale 
d is tr ib u to r ' Includes any  person who sells a 
tax ab le  fuel to  producers, re ta ilers, o r lo  
users who p urchase  In bulk quan titie s  and  
deliver Into bulk t io r a te  u u ika . Such  term  
does no t Include any p< rvun who (excluding
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th e  Cerm 'wholesale d is trib u to r ' from  p irn - 
g raph  (1 )> Is a  producer o r im porter.
■jw . icm. r.xr.MHTMNH, spkh a  ri ix.

" ( a )  H e a t i n g  O i l . — T h e  t a x  Imposed by 
section  4091 sha ll no t apply In th e  case of 
sales of any tax ab le  fuel w hich th e  Secre­
ta ry  determ ines Is destined  for use ax h e a l­
ing oil.

"(b ) S a l e s  ro  P r o d u c e r . — U nder regu la­
tions prescribed by th e  Secretary , th e  I a x  
Imposed by section 4091 sha ll no t apply  In 
th e  case of sales of a  taxab le  fuel to  a  pro ­
ducer of such fuel.

' • ( c )  A u t h o r i t y  t o  E x e m p t  C e r t a i n  O t h e r  
U s e s . — Subject to such  term s and conditions 
as th e  Secretary  m ay provide (Including th e  
application  of section  4101). th e  S ecretary  
m ay by regulation provide th a t­

' l l )  th e  Highway T ru st F und  financing 
ra te  un d er section 4091 sh a ll no t app ly  to 
diesel fuel sold fo r use by any p u rc h ase r as 
a fuel In a  diesel-powered tra in ,

"(2) th e  A irport and Airway T ru s t Fund 
financing ra te  u n d e r section 4091 sh a ll no t 
apply  to  aviation fuel sold fo r use hy any 
pu rch ase r as a  fuel In an  a irc ra ft no t Ln n o n ­
comm ercial av iation  (as defined In section 
4041(c)(4)),

"(3) th e  Lax Imposed by section 4091 sha ll 
no t apply  to  taxab le  fuel sold fo r use by any 
pu rch ase r o th e r  th a n  as a m otor fuel, and 

■’(4) th e  tax  Imposed by section  4091 shall 
no t apply  to  taxab le  fuel sold fo r th e  exclu­
sive use of any S la te , any political subdivi­
sion of a  Sla te , o r th e  D istrict of Colum bia.

" ( d )  S p e c i a l  A d m i n i s t r a t i v t  R u i j c s . — T h e  
S ecretary  m ay requ ire—

"(1) inform ation reporting  by each rem it­
te r  of th e  tax  Imposed by section 4091. and 

"(2) Inform ation reporting  by. and  regis­
tra tio n  of. such o th e r  persons as th e  Secre­
ta ry  deem s necessary to  carry  ou t th is  sub ­
part.

" ( e )  C r o s s  R e f e r e n c e s .—
"(1) For Im position of tax  w here certa in  

uses o f diesel fuel o r aviation fuel occur 
before Imposition of tsx  by section 4091. see 
subsections (aX l) and (c)(1) of section 4041.

"(2) For provisions allowing a  c red it o r 
re fund  fo r fuel n o t used for certa in  taxable  
purposes, see section 0427."

i b )  R e t a i l  D i e s e l  F e e l  a n d  A v i a t i o n  
F u e l  T a x e s  T o  B e  R e s i d u a l  T a x e s . —

ID  Paragraph  II )  of section 4041(a) is 
am ended—

(A) by strik ing  ou t " D i e s e l  ru n ."  In th e  
heading and Inserting ln lieu th ereo f 'T ax
ON DIES EX r tm . WHERE NO TAX IMPOSED ON
r c el u n d e r  section A on", and

(B ) by adding a t th e  end th e reo f th e  fol­
lowing new senienec:
"No tax  shall be Imposed by th is  p a rag rap h  
on th e  sale o r use o f any liquid If th e re  was 
a taxab le  sale of such  liquid under section 
4091."

(2) Parag raph  (1) of section 4041(c) Is 
am ended—

(A) by striking ou t " I n  c e n t r a l "  In th e  
head ing  and Inserting  In lieu th r r r o f  " T ax
ON NOMOASOLIKE TOELS WHERE NO TAX IM­
POSED o n  ru tL  u n d e r  s e c t io n  < o* i" , nnd 

<B> by adding a t  th e  end th e r ro f  th e  fol­
lowing nrw  sentence:

No tax  shall be Imposed by th is  p a rag rap h  
on th e  sale or use of any liquid if th e re  waa 
a taxab le  sale of «uch liquid u n d rr  section 
41)91."

• 3) Subsection (d) of section 4041 U 
am ended by redesignating  p a rag rap h  (3) as 
p arag rapn  (4) and by strik ing  o u t p a ra ­
graphs (I )  and (2) and Inserting In lieu 
in rreo f  th e  folloatng.

" ( I ) T a x  o n  s a l e s  an d  u s e s  a  c u t e r  r o  t a x  
u n d e r  a u t i t m o N  ( a i - l n  a d d i t i o n  t o  t h e  
t a x e s  i m p o s e d  b y  i u t » m i o n  l a ) ,  m e r e  la 
h e r e b y  I m p o s e d  a  t a x  o f  0  1 r r n t  a  g a l l o n  o n  
t h e  s a i r  o r  u s e  o f  a n y  l i q u i d  l o t h r r  t h a n  l i q ­

uefied pe tro leu m  gas) If tax  Is Imposed by 
subsection (a ) on such  sale o r  use.

" ( 2 )  T a x  o n  d i e s e l  r u n .  u s e d  i n  t r a i n s . — 
T h ere  Is he reb y  Imposed a tax  of 0.1 cent a 
gallon on any liquid (o th e r  th an  a  product 
taxab le  u n d e r section  4081 )—

"(A) sold by any person  lo  an  owner, 
lessee, o r o th e r  o p e ra to r o f a dlrsel-pow ered 
tra in  for use as a  fuel In su ch  train , o r 

"(B ) used by any  person  o s  a fuel In a  
diesel-powered tra in  unless th ere  was a  ta x ­
able ta le  of such  liquid u n d e r sub p arag rap h  
(A).
No tax  sh a ll be Imposed by th is  p a rag rap h  
on  th e  sole o r  use o f any liquid If th e re  was 
a taxable  sale o f such  liquid under section 
4091.

"(3) L i q u i d s  u s e d  i n  a v i a t i o n . — In  addi­
tion  to th e  taxes Imposed by subsection (c). 
th ere  is hereby  Imposed a  tax  of 0.1 cen t a 
gallon on a n y  liquid (o th e r th an  A n y  prod­
uct taxab le  u n d e r section  4081)—

“(A) sold by any person to  a n  owner, 
lessee, o r  o th e r  o p e ra to r o f  an  a irc ra f t  for 
use as a  fuel In such  a irc ra ft, o r 

"(B ) used by any person as a  fuel In an 
a irc raft unless th e re  was a taxab le  sa le  of 
such  liquid u n d e r su b p a rag rap h  (A).
No tax  sh a ll bo Imposed by th is  p a rag rap h  
on th e  sale o r  use a t  any liquid  U th e re  was 
a  taxable sa le  of such  liquid under section  
4091."

(4) Subsection  (n ) o f section 4041 Is 
hereby repealed.

(c) A m e n d m e n t s  R e l a t i n g  t o  C r e d i t s  a n d  
R e f u n d s . —

(1) Section  6427 Is am ended by redesignat­
ing subsections (1> th ro u g h  (p ) as subsec­
tions (m ) th ro u g h  (q). respectively, an d  by 
Inserting a f te r  subsection  (k ) th e  following 
new subsection:

"(1) N o n t a x a b l e  U s e s  o r  D i e s e l  F u e l  a n d  
A v ia t io n  F u e l  T a x e d  U n d e h  S e c t i o n  
4 0 9 1 .-

"(1) I n g e n e r a l . — Except as provided In 
subsection (k> and In p a rag rap h  (3) o f th is 
subsection. If any fuel on  w hich tax  has 
been Imposed by section  4091 Is used by any 
person In a  n o n taxab le  use. th e  S ecretary  
sh a ll pay (w ithou t In terest) to  th e  u ltim ate  
p u rchaser o f such  fuel an  a m o u n t equal to 
th e  aggregate am oun t o f ta x  Imposed on 
such  fuel u n d e r section  4091.

"(2) N o n t a x a b l e  use.—F o r purposes of 
th is  subsection , th e  term  'n o n tax ab le  use* 
m eans, w ith respect to  any fuel, any  use of 
such  fuel Lf such  use Is ex em p t from  the  
tax es Imposed by subsections (a)(1) and 
(CXI) of section  4041 (o th e r th a n  by reason 
of th e  im position of tax  on  any sale th e re ­
of).

"(3) No r e t u h d  o r  l e a k i n g  u n d e r g r o u n d
STORACC TANK TtUST TOND MNANCING TAX.—
P arag rap h  (1) sha ll no t apply  to  so m uch of 
th e  tax  Imposed by sec!Ion 4091 as Ls a ttr ib ­
u tab le  to  th e  Leaking U nderground S torage  
T an k  T ru s t Fu n d  financing ra te  Imposed by 
such section  In th e  case o f—

"(A) fuel used In a dlesel-powered Irnln. 
and

■•(B> fuel used In any a irc ra ft,"  
i2> P arag rap h  (1) of section 6427(b) Is 

am ended—
(A) by s trik in g  o u t "subsection  U i o f sec­

tion  4041" th e  first place It appears and In­
serting  In lieu th ereo f "section  4041(a) or 
4091". and

IB) by strik ing  ou t "subsection  ta) o f sec­
tion  4041" th e  second place It a p p e a r s  urn) 
Inserting In lieu th e reo f "section 404tia> or 
4091, as th e  ease may be".

U l S u b p arag rap h  IB ) of section «427(eHi)
Is am rnded by Inserting "o r 4091" a fte r 

section 4041".
1 4) .Subsection if)  of section  6427 Is 

am ended to read  a* follows:

"(f) G a s o l i n e .  D i e s e l  F u e l ,  a n d  A v i a t i o n  
F u e l  U s e d  T o " 4 Produce C erta in  Alcohol 
Fuels,—Except as provided In aubseciion 
<k>-

" 1 1 ) G a s o l i n e  a n d  d i e s e l  r u n s . —
"(A) I n  g e n e r a i — If any gasoline or d i s e i  

fuel on which Lax was Imposed by section 
4081 or 4091 at th e  regular Highway T ru s t 
Fund financing ra te  Is used by any person In 
producing a m ix tu re  described In section 
4081(c) o r In section 4091(cXlXA) la s  Ihe 
case may be) w hich U sold o r used in such 
person 's trade o r business, the  Secretary  
shall pay (w ithou t in te res t) to  such person 
an  am ount equal to  th e  excess of th e  regu­
lar Highway T ru s t Fund financing r a le  over 
th e  Incentive Highway T ru s t Fund F inanc­
ing ra te  with respect to  such  fueL 

"(B) D e f i n i t i o n s . — For purposes o f sub­
paragraph  (A)—

" ( I )  R e g u l a r  h i g h w a y  t r u s t  t o n d  p i n a n c -  
i n g  r a t e . —T h e  te rm  ’regu lar Highway T rust 
Fund financing ra te ' m eans­

' l l )  9 cents per gallon In th e  case o l giso- 
llne, and

"(II) 15 cents pe r gallon In th e  case of 
diesel fuel.

'• ( I I )  I n c e n t i v e  h i g h w a y -  t r u s t  t o n d  f i ­
n a n c i n g  r a t e . —T h e  term  'Incentive High­
way T ru st Fund Financing ra te ' m eans­

' l l )  3 tt cents pe r gailon Ln th e  case of gas­
oline, and

"(II) 10 cents pe r gailon In th e  case of 
diesel fuel.

" ( C >  C o o r d i n a t i o n  w r n i  o t h e r  r e p a y -  
m e n t  p r o v i s i o n s . — No am o u n t sha ll be pay­
able under subparag raph  (A) w ith respect to 
any gasoline o r diesel fuel w ith  respect to 
w hich an  am oun t Ls payable under subsec­
tion  (d). (e). or (I) of th is section  o r  under 
section 6420 or 6421.

"(2) A v i a t i o n  r u r t - - l f  any aviation fuel 
on  which tax  was Imposed by section 4091 is 
used by any person ln producing a  m ix tu re  
a t  least 10 percen t of w hich Is alcohol i s  
defined ln section 4081(cK3)) which ls sold 
o r  used In such person 's trad e  or business, 
th e  Secretary  sha ll pay (w ith o u t Interest* to 
such  person an am oun t equal to  th e  aggre­
gate am ount of tax  (a ttr ib u tab le  to  th e  Air­
po rt and Airway T ru s t F und  financing ra e) 
Imposed on such  fuel under section 4091.

"(3) T i - j i i n a t i o n . — P arag rap h s (1) and '2 ) 
sha ll n o t apply w ith respect to  any m ix u .re  
sold or used a f te r  Septem ber 3 0 ,199J."

(5KA) P arag rap h  (1) of section  6427(1) Is 
am ended by strik ing  ou t "o r (h )“ and Insert­
ing In lieu thereof " (h ). o r d>".

(B) Clause (1) o f section 0427IIK2KA) Is 
am ended by strik ing  ou t "an d  <h>" and  n -  
scm n g  In lieu th ereo f " (h i, and  Hi".

(6) Subsection (o) of section  6427 <as re­
designated by pa rag rap h  (1)) Is am ended to 
read as follows:

"(o> T e r m i n a t i o n  o r  C e r t a i n  P r o v i ­
s i o n s . -E x c e p t  w ith respect to  tax es im­
posed by section 4041(d) and  sections 4031 
and 4091 a t  th e  Leaking U nderground S to r­
age T ank T ru st F und  financing raie. su b v e- 
(ions ta). (b). <c>, (d). (g). <h>. and H< shall 
only apply with respect to  fu r ls  purchasi-d 
before O ctober 1. 1993."

(d l O t h e r  CoxroaMiNC A m e n d m e n t s  —
(1) Subsection ic l of section 40 is omrnfli-d 

by striking ou t "o r section 408110" and  in­
serting  in lieu thereo f ". section  <081(0 , i r  
section 4091(c)".

(2) S ubparagraph  >B) nl section 
40HlieM 2). as am ended bv section 1103 
th e  Tax Reform  Act of 1986. ta am ended by 
striking ou t "ne t revenues'' and  all th a t  fal­
lows and inserting in lieu th e reo f the  fo:ii >*• 
Ing: "ne t revenue* are  at least $500 OvO O-a) 
from  taxes Imposed by section t tx l i r t i  and

fT  A d  T i l
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taxc* a ttr ib u tab le  to Leaking U nderground 
S torage T ank  T ru s t Fund financing ra te  Im­
posed under th is  section and sections 4042 
and 4091."

(3) Subsection (a) of section 4101, as 
am ended by section  1703 of th e  T ax  Reform  
Act 1988, Is am ended by Inserting  "o r 
4091 a f te r  "section 4081",

(4) Subsection  (a) of section 4221 Is 
am ended by strik in g  ou t “ (o th e r th a n "  and 
all th a t  follows th ro u g h  “sale by th e  m anu­
fac tu rer"  and inserting  In lieu thereof 
" (o th e r th a n  u n d e r section 4121. 1081, or 
4091) on th e  sale by th e  m an ufactu rer" .

(5) Section 6208 Is am ended by strik ing  
o u t "o r 4041" and  inserting  In lieu thereof 
"o r 4041 or 4091".

16) P a rag rap h  (2) of section 6416(b) Is 
am ended—

(A) by strik ing  ou t " 'o th e r  th an  coal tax ­
able un d er section  412, )’■. and 

<B) by adding a t  th e  end th ereo f th e  fol­
lowing new sentence: "T h is  p a rag rap h  shall 
no t apply In th e  case of any lax  paid  under 
section 4091 or 4121.”

(7) S ub p arag rap h  (A) of section  6-" 16(b)(3) 
Ls am ended by Inserting "and  o th e r  th an  
any fuel taxab le  under section 4091" a fte r  
"section 4081“.

(8 ) S ub p arag rap h  <B> of section 6416(b)(3) 
Is am ended by strik ing  o u t “ . such gasoline" 
and Inserting In lieu th e re o l "o r any  fuel 
taxable  under section 4001, such  gasoline o r 
fuel"

(9) S ub p arag rap h  (C) of section 6421(e)(2) 
Is hereby repealed.

(10) T he subsection (J) o f section 6421 re­
lating to  cross references Ls am ended by 
strik ing  ou t parag raph  ( 1 ) and by redesig­
na ting  pa rag rap h s (2). (3). and  (4). as p a ra ­
graphs (1), (2). and  (3), respectively.

i l l )  Section 6652 is am ended by strik ing  
ou t th e  subsection (j) added by section 
17021b) o l th e  T ax  Reform  Act of 1986 and 
by redesignating subsections (1) and <m) as 
subsections (k) and  (I), respectively.

(12) Subsection  (b> of section 9502 Is 
am ended by strik in g  ou t "a n d "  a t  th e  end of 
parag raph  (2 ). by redesignating parag raph
(3) as p a rag rap h  (4), and by Inserting a f te r  
pa rag rap h  (2 ) th e  following new parag raph :

"(3) am oun ts determ ined  by th e  S ecretary  
to be equivalent to  the  tax es received In th e  
T reasu ry  before Ja n u a ry  1. 1988, u n d e r sec­
tion 4091 (to  th e  ex te n t a ttr ib u ta b le  to  th e  
A irport and Airway T ru s t Fund  financing 
rate), an d ".

(13) P a rag rap h  (1) of section 9503(b) Is 
am ended by strik ing  ou t su b p a rag rap h  (F) 
and Inserting In lieu thereo f th e  following;

"(F ) section 4091 (re la tin g  to  tax  on diesel 
fuel), and".

(14) P arag rap h  (4) of section  9503(b) Is 
am ended (o read  as follows;

" ( 4 ) C e r t a in  a d d i t io n a l  t a x x s  n o t  TRANS­
FERRED TO HIGHWAY TRUST TUND.—F o r  p u r ­
poses o f  p a ra g ra p h s  ( 1) And ( 2 )—

“(A) th e re  sha ll no t be tak en  Into account 
th e  taxes Irnposi J  by sections 404l(c!>, and 

"(B ) th e re  sha ll be taken  Into accoun t th e  
taxes Imposed by sections 4081 and  4091 
only to  th e  ex te n t a ttr ib u ta b le  to th e  H igh­
way T ru s t Fund  Itnanclng ra te s  u n d e r  such 
sections."

(15) P arag rap h  (2) of section  9503(e) Li 
am ended—

<A) by strik ing  ou t "sections -1041 and 
4081“ and Inserting  In lieu th ereo f "sections 
4041.4081. and 4091". and 

< 0 ) by strik ing  ou t "sec tion  4041 or 4081" 
and Inserting In lieu th e reo l "section  4041. 
1081, o r 4091".

1 16) Subsection (b) o f section 9508 Is 
am ended by redesignating  p a rag rap h s (3) 
and (41 as pa rag rap h s (4) and (5). respective­
ly. and by Inserting  a fte r  p a rn g rap h  (2 ) the  
following new paragraph:

"(3) taxes received In th e  T reasu ry  un d er 
section 4091 (re la tin g  to  tax  on diesel fuel 
and aviation fuel) to  th e  e x te n t a ttr ib u ta b le  
to th e  Leaking U nderground  S to rag e  T ru s t 
Fund financing ra te  un d er such section,".

(17) S u b p arag raph  (A) of section 
9508(c)(2) Is am ended by strik ing  o u t clause
(II) and  all th a t  follows and  Inserting  In lieu 
thereo f th e  following:

"(II) credits allowed u n d e r section  34. 
w ith respect to  th e  taxes Imposed by section  
4041(d) or by sections 4081 and 4091 (to  th e  
ex te n t a ttr lb u tah le  to  th e  Leaking U nder­
ground S torage T ru st F u n d  financing  ra le  
under such  sections)."

(18) T h e  table of su b p a rts  for p a r t  III of 
su b ch ap tc r A of c h ap te r  32 Ls am ended  by 
Inserting a fte r  th e  item  re la tin g  to  su b p a rt 
A th e  following new Item:
"S u b p art B. Diesel fuel and  av iation  fuel."

(e l  E f f e c t iv e  D a te .—T h e  a m e n d m e n ts  
m ad e  by th is  se c tio n  s h a l l  a p p ly  to  sa le s  
a f te r  M arch  31. 1988.

(f) F lo o r  S to c k s  T a x .—
(1) Im p o s it io n  o r  t a x . —O n an y  taxab le  

fuel which on April 1, 1988, Is held  by  a ta x ­
able person, th e re  Is h e reb y  Im posed a floor 
stocks tax  a t th e  ra te  of tax  w hich would be 
Imposed if such fuel were sold on  such  d a te  
In a sale sub ject to  tax  u n d e r  section  4091 of 
th e  In te rn a l R evenue Code o l 1986 (as 
added by th is section).

(2) O v e rp a y m e n t o r  f l o o r  s to c k s  ta x e s ,  
e tc .—Sections 6416 and 6427 of su ch  Code 
sha ll apply In respect o f th e  floor stocks 
taxes Imposed by th is  subsection  so as to e n ­
title . sub ject to all provisions o f su ch  sec­
tions. any person paying such  floor slocks 
taxes to  a credit o r  re fu n d  th e re o f fo r any 
reason specified In su ch  sections. All provi­
sions of law, including penalties, applicable 
w ith respect to  th e  tax es Im posed by section  
4091 o l such Code (as so added) sh a ll apply  
to  th e  floor stocks taxes im posed by th is  
subsection.

(3) D u e  d a te  o r  t a x .—T h e  tax es Imposed 
by th is  subsection sha ll be  paid befo re  Ju n e  
16.1988.

(4) D e f in i t io n s .—F or purposes o f th is  
subsection—

(A) T a x a b le  rUEL.—
(I) I n  g e n e r a l . — T h e  te rm  " tax a b le  fuel" 

m eans any tax ab le  fuel (as defined  In sec­
tion  4092 of such  Code, as added by th is  sec­
tion ) on w h i:h  no  tax  h as  been Imposed 
under section 4041 of su ch  Code.

(II) E x c e p tio n  t o r  f u e l  h e ld  t o r  n o n ta x -  
a b le  u se s .—T h e  term  " tax a b le  fuel" 
sha ll no t Include fuel h e ld  exclusively for 
any use which is a n o n tax ab le  use  (as de­
fined In section 6427(1) o f su ch  Code, as 
added by th is section).

(B) T a x a b le  p e r s o n .—T h e  te rm  " tax ab le  
person" m eans any  person  o th e r  th a n  a  p ro ­
ducer (as defined Ui section  4092 of such  
Code, 'is so added) o r Im porter of tax ab le  
fuel.

(C) H e ld  b y  a  t a x a b l e  p e r s o n . — An article  
sha ll be trea ted  as held by a  person  If title  
th e re to  h a t passed to  such  person (w h e th e r 
o r no t delivery to  uch person h as been 
m ade).

C l)  S pecial rule tor tu el  held  tor use in
TRAINS AND COMMERCIAL AIRCRAFT.—O llly  th e  
L :ak lng  U nderground S to rag e  T an k  T ru s t 
Fund  financing ra te  u n d e r section  4091 of 
ru ch  Code shall apply  fo r purposes of th is  
subsection w ith respect to —

(A) diesel fuel held  exclusively fo r use as a  
fuel In a dlcsel-powercd tra in , and

IB) aviation fuel held  exclusively for use 
ak a fuel In an  a irc ra ft n o t In noncom m er­
cial aviation ia s  defined In section  4041(c)(4) 
of such Code).

'■< C o p r  r r * J  - " u t t B l e  f u e l '

( 6 )  T r a n s f e r  o p  f l o o r  s t o c k  r e v x n u e s  t o  
t r u s t  ruN i>s.-For purposes of determ ining 
th e  am o u n t tran sferred  to any tru s t  fund, 
th e  tax  Imposed by th is  subsection shall be 
trea ted  as Imposed by section 4091 of such 
Code (as so added).

(g) C o o r d i n a t i o n  W i t h  A i r p o r t  a n d  
A i r w a y  S a f e t y  a n d  C a p a c i t y  E x p a n s i o n  
A c t  o p  1987.—If th e  A irport and Airway 
S afe ly  and Capacity E xpansion Act of 1987 
Is enacted , effective on Decem ber 31. 1987. 
sections 4091(b)(5)(B) and 9502(b)(3) of 
such  Code (as added by th is section) are 
each am ended by strik ing  ou t "Jan u a ry  1. 
1988" and inserting in lieu thereo f "Jan u ary
1. 1991"., , ‘
SEC . I OWL EX TENSIO N O F  TEM PO RA RY INCREASE 

IN A M O l.V T O F  TAX IM P O SE D  ON 
COAL PKOOI CEILS.

S u b p arag raph  (A) of section 4121(e)(2) 
(re la tin g  to tem porary  Increase term ination  
date) ls am ended by strik ing  ou t "Jan u a ry  1. 
1996" and Inserting In lieu thereof "January 
1.2014".

PART II—TAX-RELATED USER FEES
SEC. I IU II . FE E S FOR R EU CE STS FO R RCLINC. D E­

TERM INATION. AND SIM ILA R LET­
TERS.

(a) G e n e r a l  R ule.—T he S ecretary  of th e  
T reasu ry  or his delegate (h e re in a fte r in th is 
section  referred  to  as th e  "S ecretary") shall 
estab lish  a program  requiring th e  paym ent 
of u ser fees fo r requests to th e  In ternal 
R evenue Service for ruling letters, opinion 
le tters , and d e te rm ination  le tte rs  and for 
sim ilar requests.

(b) P r o g r a m  C r i t e r i a . —
(1) In c e n c r a l — T h e  fees charged under 

th e  program  required  by subsectio.i (a)—
(A) sha ll vary according to categories to r 

subcategories) established by th e  Secretary.
(B) sha ll be determ ined a fte r  taking into 

account th e  average tim e fo r (and difficulty 
of) com plying w ith requests in each  catego­
ry (and  subcategory), and

(C) sha ll be payable tn advance.
(2) E x e m p t io n s ,  e t c . — T h e  Secretary  shall 

provide for such  exem ptions (and reduced 
fees) under such program  as he  determ ines 
to  be appropria te .

(3) A v e r a g e  fe e  r e q u i r e m e n t . — T he aver­
age fee charged un d er th e  program  required 
by subsection (a) shall n o t be less th a n  th e  
am o u n t determ ined under th e  following
table:

Category Average Fee

Em ployee plan  ru ling
and op in ion .................. S250

E xem pt organization
ru lin g .,......................—. 5350

Em ployee p lan  d e te r­
m in a tio n ...................   $300

E xem pt organization
d e te rm in a tio n   $275

C hief counsel ruling..... $200.
<c> A p p l i c a t i o n  o p  S e c t i o n . — Subsection 

(a) sha ll apply w ith respect to requests 
m ade on  or a f te r  th e  1 st day of th e  second 
calen d ar m onth  beginning a fte r  th e  date of 
th e  en ac tm en t o f th is Act and before S ep­
tem ber 30. 1990.
SF.C. I0 J I L  O C C tP A T IO N A L  TA XES H E -A T IN C  TO 

A U 'O IIO L , TOBACC O, AND FIREA RM S.
(a) O c c u p a t i o n a l  T a x e s  o n  D i s t i l l e d  

S p i r i t s  P l a n t s .  B o n d e d  W i n *  C c l l a r s .  
B r x w e r i f s .  E t c . —

( 1 )  D i s t i l l e d  s p i r i t s  p l a n t s , b o n d e d  w i n *
CELLARS. ETC.—

( A )  I n  g e n e r a l — P art II  of subchap ter A  
of c lm p ter 51 (rela ting  to  distilled spirits, 
wine*. and beer) Ls am ended by Inserting 
before su b p art U th e  following new subpart:

'< • C o p y  rr»< l 1 8 9 1 '. a n d ." .
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S e r v ic e s
A H A R B O R  ENTERPRISES COM PANY

P.O. Box 389 • Seward, Alaska 99664 • (907) 224-3190

February 04, 1988

Senator Frank H. Murkowaki 
United States Senate 
709 Hart Building 
Washington, D.C.

Dear Senator Frank;

* f It has cpme to my attention that Congress passed a Mid-
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Distillates Fuel Tax Bill in 
December 22, 1987 as a~part
Act. A close examination of 
raised serious concerns and 
your attention.

the chaotic and waning hours of 
of the overall U.S. Tax Reduction 
the provisions of the Act have 

accordingly I wish to bring them to

The Act states that a diesel fuel tax of $.151 per gallon is to 
be levied on "any liquid suitable for use as a fuel in a diesel 
highway vehicle or a diesel powered train (does not apply to fuel 
for home heating use)". The key word here is "suitable"—  
whether the product is used as such or not. The collection of 
the excise tax on the sale of any taxable fuel by wholesale 
dealers is made mandatory on all sales. All tax free sales for 
certain exempt sales purposes are repealed. Wholesalers can buy 
diesel fuel for resale provided they are registered and have 
posted bonds as required by the Treasury.

Petro Marine Services is a marine-oriented fuel distributorship 
with a majority of our customers being fishing industry related. 
A recent review of our sales volumes reflect that less than one- 
percent of our total diesel fuel gallons are taxable highway and 
off-highway use fuel. Fronting this tax to _ the TrewHfm-wlll 
significantly Increase -the cost of doing business for our 
customers by adversely affecting their cash flow and, of 
consequence, we dealers will be affected likewise. End-use 
consumers will not be able to apply for a refund of these taxes 
unless the amount of the tax withheld is over $1,000 in a 
quarter. Furthermore, consumers must wait until year end and 
apply the overpayment to their Income tax return as stipulated in 
the Bill. The Treasury is not obligated to pay interest on the 
refunds; thus, the collected amounts are, in essence, interest- 
free loans to the government from marine fuel consumers, many of 
whom are struggling to derive a living from an uncertain and 
undercapitalized fishing Industry.

A Pioneer Alaskan Company Specializing In Petroleum Marketing to the Marine Industry.

I m :
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In addition this tax will have a negative impact on domestic 
marine fuel suppliers as opposed to foreign bunkerers and 
processors many of whom import their fuel and sell to U.S. flag 
vessels on the high-seas and within our Exclusive Economic Zone 
(EEZ). With the $.151 per gallon Federal Excise Tax plus the 
$.05 per gallon State of Alaska Marine Fuel Tax, it will be 
economically impossible to compete against- foreign flag
operators. I am certain this was not the intent of Congress.

f I
One of the provisions in the law states that "the Treasury has 
been given discretionary authority to exempt certain sales from 
tax where the purchaser satisfactorily demonstrates to the 
Treasury that the fuel will be consumed for use deemed non­
taxable in nature, that these parties must also register and post 
bonds as required by the Treasury". Let me assure you bonding 
requirements will only impose a further financial hardship on 
fuel distributorships some of whom are already faced with 
problems securing basic insurance needs. If indeed, the end-user 
is included in this Clause, we alone have several hundred
customers who would be required to register and post bond with
the Treasury in order to be deemed tax-exempt. This stipulation 
will be very cumbersome and difficult for all affected to comply 
with. The law further reads that the Treasury is expected to 
exercise their authority on a "case by case" basis. Inasmuch as 
our taxable highway use diesel fuel customer base is miniscule as 
compared to our predominate marine base, it seems reasonable to 
assume that an overwhelming amount of time and effort will be 
consumed by the Treasury in rendering these assessments. Under 
the aforementioned circumstances it would seem that a blanket 
waiver would be a viable alternative for marine oriented fuel 
distributors such as ourselves.

Without question the Mid-Distillate Fuel Tax Bill in its present 
form represents ill-conceived legislation. As a company, Petro 
Marine Services has consistently supported reasonable regulation 
at all levels of government; however, this particular Bill serves 
only to finance and broaden Federal bureaucracy at the expense of 
fuel dealers and end-use consumers. In view of this fact I 
respectfully urge that immediate consideration be • given to 
amending those provisions In the Bill which are not applicable to 
highway diesel fuel use.

Dale R. Lindsey, President 
HARBOR ENTERPRISES, INC.

DRLitc
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ALASKA FACTORY TRAWLER ASSOCATiOt.

4059 218T AYE. WEST. S U m  40C 
SEATTL*. WASHINGTON M id i ' 
(20«)2M-<139

TELEFAX 206-28J-184I
TELEX S1000125M, ALASKA TRAWl  SEA

The Honorable John Warner February 22, 1988
United States Senator
421 Senate Russell Office Building
Washington, D.C. 20510

Dear Senator Warner:
The Alaska Factory Trawler Association (AFTA), the trade 
association which represents the factory trawler fleet operating 
in the North Pacific groundfish fishery, Geeks your assistance in 
a matter of significant economic importance to ue and to other 
segments of the fishing industry - establishing an up-front 
exemption for fishing vessels from the 15.1 cent per gallon 
federal highway excise tax on diesel fuels.
This federal excise tax, passed December 22, 19r7, was designed 
to tax highway users. However, current exemptions from diesel 
fuel taxes for off-highway users, including fishing vessels, has 
been eliminated. Loos of this up-front exemption means that 
fishermen will be required to pay the tax up front, then apply 
for a refund on a quarterly basis, Thio needlessly increases the 
recordkeeping and paperwork for both the fishermen and the 
government, and coots the fishermen significantly due to the loss 
of the time value of tho money deposited with the government.
While this is a problem for all fishermen, the problem becomes 
particularly acute for the factory trawler operators. Those 
large American owned and operated vessels participate in high 
volume, low margin fisheries and must compete in tho world market 
againat foreign producers who enjoy lower operating coots. As 
illustrated in the attached fact aheet, factory trawlei' operators 
can expect to have between $22,500 end $67,950 ©’waiting rebate at 
any time. This amount increases if rebatee aren't made in a 
prompt manner.
At a timo when prices for our products have declined and other 
operating costs have increaood, many operators cannot afford thia 
additional drain to their cash flow.
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deter tex-evasion schemes, in which fuel which is ostensibly 
purchased for off-highway uso is diverted to use in a highway
vehicle. Such a scheme is only a remote possibility for an
operator of a vessel fishing in the Gulf of Alaska or the Bering 
Sea, and a burden of the magnitude imposed by this lav; is
unjustified, If deterring such schemes is the goal of Congress, 
a provision applying the exemption only to fue3 pvimped directly 
into the fishing vessel would be appropriate.
You can help with this issue by supporting a bill, such eo the 
one enclosed, which amends the Internal Revenue Code by providing 
fishing vessels, fish processing vessels, and tender vessels an 
up-front exemption from this highway tnx,
The members of AFTA would like to thank you for tho assistance 
you have given us in the past, and hope that you will work with 
us to resolve the problem we are facing today.

Sincerely,
i
William R. Orr
Director, Government Affairs



ALASKA FACTORY TJMY/LFA ASSOCIATION

4639 a 10T AVE. WEST. BUTTE 400 
M X m jl,  WASHINGTON M199 
(806)1064139
T*LSFAKS06444-1l41
TEUPC 8106012S66, ALASKA TRMYl 8£A

2 /8 8

FACTORY TRAWLER FitEL CONSUMPTION

An informal survey waa conducted among factory trawler orerHtort 
to determine fuel consumption patterns. The reaulte, which ere 
rough averages, are categorized into three categories.* vocsela 
leas than 200 ieet, vofifiala 200 - 250 feet, and vessel® greater 
than 250 feet. The number of vessels include vessels which will 
enter the fishery this year.

Factory Trawler© leas them 200 feat
Number of vessels:
Fuel carrying capacity: 
Daily fuel consumption: 
Quarterly fuel consumption: 
Quarterly tax 0 S.151/gal :

16
75.000 - 100,000 gallons 
2000 g&llono/duy
150.000 gallons 
822,500

Factory Trawlers between 200 and 250 foot
Number of vessela:
Fuel carrying capacity: 
Daily fuel consumption: 
Quarterly fuel consumption: 
Quarterly tax @ $.151/gai :

14
150.000 gallons 
2600 gallons/day
200.000 gallons 
$30,200

Factory Trawlers larger than 250 feet
Number of vessels: 10
Fuel carrying capacity: 200,000 to 325,000 gallons
Daily fuel consumption: 6000 gallons/day
Quarterly fuel consumption: 450,000 gallons 
Quarterly tax 0 $.151/gal : $67,950
Nearly all of the fuel ls token at Alaskan ports. Tho overage 
price of fuel (#2 diesel) purchased ln Alaska is $.75/gailon.
(A quarter is figured as 75 days of operation.)
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Diesel fuel( users sputter oyer tax changes
By Daniel R. Saddler "*‘ fl
Tlww Kihia  W rfur

Changes In 1888 federal tax 
law will force users of tax-ex­
empt diesel fuel to wait up to a 
year for refunds of federal ex­
cise taxes, a delay some fisher­
men say will eat into already- 
thin operating margins.

Under the change, brought 
on by the Budget Reconciliation 
Act of 1987, fishermen, farmers, 
state and local governments 
and other tax-exempt users will 
no longer be able to buy their wl I

at the pump Jan. I. •
"Coastal Alaska, not to men­

tion the whole stale, runs on die­
sel fuel, and much of It Is tax- 
free," said Jim Ramaglla, vice 
president of Kodiak Oil Sale9,

"It doesn't take a lot of 
imaglna||nn to see what this ex­
pense is going to do lo farmers, 
fishermen, loggers, miners, and 
ranchers," Ramaglla said.

Under current tax law, these 
users do not currently pay 'he 
15.1-cent federal excise tax.

their lax returns for the tax 
paid, or file for refunds, accord­
ing to IRS Publication 378, 
"Fuel Tax Credits."

The refund or credit process 
Is similar for off-road users of 
fuels, such as farmers, loggers, 
state and local governments 
and schools. Those paying less 
than $1,000 In lax per quarter 
may file for annual refunds, 
while those who paid more can 
seek quarterly refunds.

Tire need to tie up an extra 15iim.aaI n nnl l 1 • fiiftl _________   , ... Ich raises the cost of a gallon percent of annual fuel, bills'first fuel tax«J,h
diesel fuel tax-free at Hie pump Ij of d'csel to about $1 per gallon.!? could force the commercial "Before, wr
as of April I . ." I1. They can either register to buy /  fishermen who are his custom-

Instead, they must pay a 15.1 tax-free fuel at a dealer regis- 
cents-per-gallon excise tax on » tertM to sell It, or must display 
diesel fuel, (hen apply for tax a ait exemption certificate at 
credits or refunds. Tax-exempt other dealers, 
users of gasoline already began If fishermen do buy tax-paid 
paying a 9.1-cents-per-gallon tax fuel, they may claim credit on

ers to cut back on maintenance, 
pay, or safety equipment, said 
Ramaglia.

"Long-lining for cod Is a 
high-volume, low-margin opera­
tion, and a lot of these guys are

~rsr 1? lr ~ jTipsffor prpperty owners
Once you’ve stopped worrying about- th e ' :  , |f  you sell a  pi6ce of property at $1 million, a 

1987 tax return due April 15, you can start wor- '< ■ good chunk ol the price, maybe $300,000, will go
'• rylng about how to get through 1888 so you £ -   ------ -- - ............  ............

won t have so much to worry about at this time /
v  n.vf »• ■ - i- ;next year.

Changes In the law are bringing twists to 
some familiar features of your federal Income 
tax return.

•  Home mortgages. Just when you thought 
this year's home mortgage rules were compli­
cated enough, Congress came along just before

to the IRS, but you will still have $800,000 to In­
vest. Using the Installment plan may cut your 
taxes, but your return on the Investment may ' 
be less.

•  Individual Retirement Account. If you’re 
no longer eligible to make a tax-reducing con­
tribution to an IRA, don't make one, suggests 
Michael Borsuk, of accounting firm Coopers & 
I.ybrand. Although some Investment experts

* Christmas and changed the rules, retroactive might disagree, fie figures making the e x tra .
to Oct. 13,1967. It could affect, your deductions'. con tri Unions will complicate yourllfe when It
on your 1968 return. r  '.-V » • comes to making withdrawals and filing tax re-

Under the new law, you can still get a tax turns at that time. . 
break when you borrow up to $1 million lo buy . ' •  Capital gains. Since there Is no longer a

>and/or Improve a  first and second home. And . . .
you can still take out a home equity loan and 
still get a mortgage deduction.

But under the 1968 regulations, the Interest 
on any equity borrowings over $100,000 will be 
treated as consumer Interest unless It Is 
clearly earmarked for the home,

•  Property sales. If you plan to sell property r  
this year, weigh the benefits of taking the total 
payment In cash up front, versus an install­
ment sale, in which ypu are paid over a period 
ofyears. - ,

Alan Weiner, of Holts Rubensteln, notes that

separate tax on capital gains, you might want 
lo wait until October or November to sell a 
stock or other security that has risen in price. 
By then, you'll be able to make a projection of 
your income and tax situation for the rest of 
the year. • 1 •

•  Rental income. If you rent your vacation 
home for less then 1$ days a  year, you don't 
have to report the Income, according to the 
H tR  Block Tax Guide. There Is a catch, how­
ever: You can't claim any upkeep expenses or 
depreciation. Mortgage Interest and property 
taxes remain deductible.

operating on trip-to-lrip basis," 
Ramaglia said.

"Every fisherman goes 
through a point either in his ca­
reer or annually, when every 
penny counts, and the govern­
ment adding this expense is 
going to put a real hardship on 
them," he said.

IRS officials In Anchorage 
and Washington said shifting 
the burden of tax payment from 
wholesalers to retailers will 
make it easier to track payment:V " f  

wr had hundreds of 
thousands, fnaybe millions of 
taxpayers," said Don Fidlow, 
an IRS attorney in Washington,
D.C. "But by moving ti.e tax to 
wholesalers we are limiting It to 
a handful of taxpayers. In effect 
it's saving a lot of paperwork 
and headaches for both tax­
payers and the service."

But fishermen say the 
changes will add paperwork 
and headaches, and quietly 
speculate the tax office hopes 
paperwork will discourage fish­
ermen from filing for refunds.

Sonja Coraiza, president of 
the North Pacific Fisheries As­
sociation, operates a -tO-foot 
fishing boat In the Bering Sea 
with her husband six months a 
year.

"We try to plan ahead In our 
year, and usually we know how 
much a trip will cost us," she 
said. "And if we have to odd 
that extra cost for fuel, II may 
have an Impact on other equip­
ment.

"A dollar is a dollar, you can 
only stretch It so far," she said.

Al Burch, director of the 
Alaska Draggere Association 
and owner of two Bering Sea 
dreggers, agrees.

"Fishing is a real marginal 
business, and a  fisherman in 
slow times needs every penny 
he can get," he said. "There 
may bo only a very short time 
when he may be making money, 
but he has to stretch the short 
good times over bad months."

"The price of fuel will go up

and we'll pay it, we have 
choice," he said.

Ramaglia said he expects the 
lax law change will force him to 
charge an extra cent or two per 
gallon of fuel to cover his papi r- 
work and interest costs. He also 
anticipates being forced, along 
with other dealers, into giving 
the government free use of his 
money while waiting to collect 
the taxes from customers.

"The fuel companies are re­
quired to pay that 15.1 cents 
(per gallon) to the feds within 
two weeks of the sale, whether 
they have collected the tax or

no t,"  he said. "B ut we usually 
only collect bills every  30 o r 60 
days, so w e'll be serv ing  as 
b an k er for the g overnm en t."

C urren t IRS regulations re ­
qu ire  fisherm en to m ain ta in  
com ple te  fue1 pu rch ase  records 
in c a s e  of IRS inquiry o r  audit, 
and both buyers and  sellers  of 
diesel fuel p red ic t a  n igh tm are  
of paperw ork  und»r the  new 
regulations.

" I t  is going to w ork a  real 
hardsh ip  on sm all businesses of 

See Fuel, p age  D-5



Fuel: Frustrations
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all types, all around the nation, 
like fa n n e rs  and fisherm en," 
said A1 Cobb, d irec to r of legal 
and political a ffa irs  for the Pe­
troleum  M arketers Association 
of A m erica."T he IRS is likely to 
be overw helm ed by paperw ork 
for these refunds."

"Since w e 're  elijib le  for the 
rebates, we don’t think it's  wise 
to put the tax  on the first place. 
We’ve alw ays been exem pt in the 
p ast,"  Cora zza said.

At least one fishing industry 
expert, however, said the tax 
credit change is a  bit of a red 
herring.

" I t  isn’t going to m ake that 
m uch d ifference," said  C raig 
Wiese, business m anagem ent 
specialist a t  the M arine Advisory 
P rogram  a t  U niversity of Alaska 
Anchorage.

Wiese estim ated  that an  a v e r­
age 42-or 48-foot seining ship 
operating  in Prince William 
Sound would spend about $5,000 
on fuel a year, only five percent 
of annual revenue of $100,000

W iese acknowledged that pay­
ing the fuel tax  up front could 
m ake a significant difference in 
the finances of a  fam ily trying to 
live off a se iner’s  earnings.

The fuel tax  law changes 
began a s  an  IRS effort to get a 
betr ; r  handle on the fuel taxes, 
said local ana national IRS offi­
cials.

"T he governm ent is trying to 
force users to leave a  paper trail 
so when we do future aud its w e 
can follow w here the fuel got 
sold," the tax  a tto rney  Fidlow 
said.

M arilyn Steen, spokeswom an 
for the IRS office in A nchorage, 
said some fuel dealers in U.S. c it­

ies w ere taking advan tage  of lax 
IRS auditing and enforcem ent to 
dodge fuel taxes.

But the p ressu re  on Congress 
to ra ise  revenues w ithout raising 
taxes during the Budget R econ­
ciliation Act m ay result in p lac­
ing ar. ex tra  burden on fisher­
m en, especially sm alle r opera­
tors, Burch said.

"O ne thing th a t will happen is 
a lot of excellent fisherm en will 
not file for a refund ," he said.

Burch, who spends $100,000 
per y e a r on diesel fuel for his tw r 
boats, said accoun tan ts  w. 
m ake sure he and  o th e r la rge  
opera to rs file for tax  refunds. . 
"F isherm en , like a  lot of busi­
nessm en, a re  undercapitalized, 
and they’ll be caught by having 
to pay for it up fron t,”  R am aglia 
said. "T hey’ll have to decide 
w hether to put off m ain tenance 
on the engine, o r  put new cable 
cn the winch, o r to m aintain  the ir 
E P IR B s (em ergency  locator 
tran sm itte rs ) ."

The new tax  law s give the IRS 
the d iscretion to allow s ta te  and 
local governm ents, a itp lanes, 
diesel trains, and  industrial users 
of fuel to continue to buy diesel 
fuel tax-free, Cobb said.

Steen said  the tax  serv ice  
would probably p reserv e  the ex­
em ptions for diesel fuel, a s  they 
do for gasoline.

But until the  ac tual announce­
m ent of the regulations, which 
Steen expects in th ree  weeks, 
there  is no w ay of knowing for 
sure which users o th e r than fish­
erm en and fa rm ers  will have  to 
pay th e ir taxes up front.

In Alaska, Burch is encourag­
ing m em bers of his d rag g e rs’ a s ­
sociation to w rite  p ro test le tte rs  
to the s ta te 's  congressm en, and 
Ram aglia said he is encouraging 
his custom ers io d o  the sam e.

Security measures
Philip W. Little, p residen t o f I  
infrared spo tting  scope. The 
tries to  d o  for private com pai 
Service does for th e  presiden t.

UAW sues <
KENOSHA. Wis. (A P) -  U 

w orkers Union Local 72 filed a lav 
against C hrysler Corp., alleging tl 
is breaking federal law s by pullii 
duction from Kenosha and  putth 
pie out of work. !•

In reponse, C hrysler said  a 
review  of the suit indicated it w 
m erit.”

The suit, which also  nam es as 
the city  of Detroit and the U.S. I 
of Housing and  U rban Develop 
C hrysler obtained about $50 millio 
g ran ts  to  m odernize its Je ffe rs  
plant in D etroit, said Ja m e s  Eggle 
tom ey for the union.



March 3, 1988
FOR IMMEDIATE RELEASE
CONTACT: Stove Hansen (202) 225-5765

CONGRESSMAN YOUNG INTRODUCES SPORT FISHING/ BOAT SAFETY BILL

WASHINGTON, D.C. - Alaska Congressman Don Young and four 
other members of the Merchant Marine and Fisheries Committee 
have introduced legislation to provide funds for recreational 
boat safety programs and sport fishing restoration.

Young also serves as vice Chairman of the Subcommittee on 
Fisheries and Wildlife Conservation and the Environment, which 
will consider the reauthorization bill.

"For the past several years, our nation's boaters and 
anglers have contributed to programs through excise taxes imposed 
on motorboat fuel and sport fishing equipment," Young said.
"This bill will ensure that those funds continue to be used for 
the purposes intended by Congress - to provide for the 
enhancement of sport fishing programs and boating safety 
programs,

"Alaska has been a major beneficiary of the sport fish 
restoration funds, having received over $7 million in Fiscal Year 
1937 - the most of all 50 states," Young added. "Alaska would 
receive additional funding if the state were to participate in 
the boating safety program, as is now being considered by the 
state legislature."

The other sponsors of H.R. 3918 are Congressmen Walter Jones 
(D-N.C.), Robert Davis (R-Mich.), Earl Hutto (D-Fla.), and Mario 
Biaggi (D-N.1.).

#  *  4  ?



Congressional Delegation Respond 
to Lindsay; Work to Fix Fuel Tax

Since Dale Lindsay, president o f  
Harbor Enterprises, issued his "ujt alert'
•  aming users o f  nurine fuel that they
•  ill have to from the federal government 
5I< a gallon for marine diesel beginning 
April I, there has been some action in 
Washington D C. by the members o f  
Alaska's congressional delegaoon.

Congressman Young is co-sponsor of 
HB 3865. which basically throws out the 
new fuel tas -  passed by Congress in its 
waning minutes last December. Senator 
Ted Stevens is in the process of drafting 
a similar bill, to be introduced in the 
Senate as soon as it's ready. And Senator 
Frank Murkowski is working with the 
internal Revenue Service, trying to 
-traighten out some o f the technicalities 
if the bill as passed with the goal of 
preventing in  impacts from falling on 
Alaskans.

No one in the congressional delegation 
is optimistic, however, that anything can 
be done befoie A pnl I. Lindsay had 
pcped that, at least, the IRS could be 
•ersuaded to delay its implementation of 
n e  new law for sixty days beyond Apnl 
I to allow investigation of its adverse 
mpacts on Alaskan users o f marine 

diesel fuel. According 10 Senator 
itevens, such a delay is highly unlikely, 
ie  said the IRS believes the situation 
he new law is trying to deal with 
nvolves large numbers o f  flagrant 
pusers, and it is eager to stem the loss 
f tax revenues.

The new tax is 5.151 o f lax per gallon 
n "any liquid suitable for use as a fuel 
n a diesel highway veh, le or a diesel 
owered train." The IRS be) eves that, at 
resent, people art buying manne (or 

igncultural or umber) fuel, which is tax 
n em p t and convening it for use on the 
oad. The IRS wants, an* the new taw 
equtres. wholesalers to pay the rax up 
rs.nL Then, if they can prove the fuel
• as actually used for marine (or 
gnculturaJ or umber industry > purposes, 
hey can ret their money back in the 
>rm o f tax crtd iu  on other taxes they 
:so pay.

Such taxes are passed along all the 
* iy  to the pump. That means that 
nvone who buys marine fuel and uses it 
x  marine purposes is going to pay I5e 
gallon more for it beginning Apnl I. 
Vessel ownerv op en  ton  -  ultimately 

ie tax payers •• can get their money 
ack by deducting the amount o f the tax

they have paid from their federa income 
taxes. Or they can undertake extensive 
paperwork, post a bond, and become 
exem pt from paying the lax as they 
purchase fuel,

Lindsav says such procedures are 
burdensome for people who shouldnt 
really be affected by the tat at all, and 
unfair as well.

V hat it amounts to, according to 
Lindsay, is sma'I businesspeople being 
required to make interest-free loans to the 
U.S government, with a corresponding 
rise in their costs. Furthermore, says 
Lindsay, the added cost will have the 
additional effect o f causing fishermen to 
buy their fuel from tankers on the high 
seas, where they neither have to pay the 
higher costs nor undertake th; paperwork 
to get their money back later,

Lindsay became aware o f the new 
tax about a month ago when the IRS 
notified him and his company about 
having to co ,,ect it. The president of 
Harbor Enterprises, which does business 
in Dutch Harbor, Kodiak. Nikolski and 
Seward and vdlages around Kodiak island 
and the west Peninsula as Petro Manne, 
im nediately asked Senators Stevens and 
Murkowski and Congressman Young to 
get to work to amend the bill so that 
marine users are clearly unaffected, and 
therefore neither have to pay the tax. 
apply for refunds, nor post bond to 
become exempL 

In commenting on the unlikelihood o f  
the IRS's being willing to postpone 
im plem entation o f the new law as 
Lindsay had hoped, Sena'oe Stevens said 
he thinks "w ell have to live with the 
law for this year. It's very important for 
ev eryone to keep good records o f paying 
the tax so they II be able to get their 
money back."

Tax exemption 
change hurts 
new fisheries

t o n
By SU Z A N N E  HANCO CK  
S ta ff  W riter

A $9 billion revenue en­
hancement package has a hidden 
price tag in it for Alaskan fish­
ermen and w h en  who use diesel 
fuel, special fuels and aviauon 
fuel.

The package is pan o f  the 
overall budget reconciliation.

Fishermen will still be ex­
empt from the 15 cent Federal 
Excise Tax, but instead o f en­
joying this exemption up from, 
exem pt users will have to pay 
the tax and be reimbursed later.

Marketers such as Kodiak Oil 
Sales/North Pacific Fuel's Jim 
Ramaglia are not looking for­
ward to the change for them­
selves and their clients. The 
marketer has to pay the tax col­
lected within two weeks o f the 
sales which will add to paper­
work and the cost o f  doing  
business.

R -m ag lu  figures that this 
addud expense will lull marginal 
and pioneer fisheries. Worse 
than than th a t Ramaglia sees 
the added expense as being life 
threatening because rather than 
putting money into repairs and 
cquipm ,t, it will be paying for 
rue I.

If a business is exempt from 
the tax. it is entitled to a refund. 
The tax is for road maintenance 
and only road use diesel is taxed. 
But-the tax is collected by the 
Intemxl Revenue Service and 
application for the exemption 
must be ">vv to iL

irs that the type 
:nt out on audits 

a .„   wing exem ptions
• ’ v>A'.»,vw)w:. __________

Fishermen face 20-centfuel cost rise
By^JtAR E N  DURR  
S u r r  W riter  
Betw een the state and the 

federal governments, commer­
cial fishermen can expect to pay 
20  cents, more p a  gallon o f  
diesel furl.

Late last year, the s u ie  
dropped ux nickel-a-galloa re­
bate on its marutc fuel u x  for 
vessels Hut b'trn the fuel more 
than ih-ee m iles offshore, out­
side Alaska’s territorial timiL 

And now the federal govern­
ment apparently is  going to 
change the way us 15 cents per 
gallon d iesel fuel u x  is c o l­
lected. clim inaung the exem p­
tion commercial fuhennrn had 
enjoyed along with farmers, 
freight vessels, tug boats and 
cute and local govemme- tt.

Instead o f  charging whoa-xaJe 
fuel merchants the tax when 
they purchase fuel from refiner­
ies. now the u x  w ill be co l­

lected across the hoard at the 
pumps.

The new  collection method 
came to the attention o f  City 
C ouncilm an Jim R am aglia, 
who a lso  ow ns K odiak Oil 
Sales.

Ramaglia brought up the in­
formation at C ounci' C om ­
ments during Thusidxy night's 
meeung. saying when the ex ­
emptions are dropped on Apnl 
I , "the impact will be quite 
tremendous,"

Noting that som e fishermen 
are on the borderline between 
profit and rum, be said the in­
crease m tax and the elimination 
of the su tc  rebate "will be ter­
rific pressure that could knock 
some guys out of buxinea*."

Although he says he u  hav­
ing difficulty tn pinpointing de­
tails on the matter from the In­
ternal R evenue Service. Ra- 
maglia says he t.i concerned

about the impact the fuel tax 
changes w ill have on co a su l  
com m unities Instead o f coming 
ui to buy fuel, v e n d s  will ren­
dezvous with tan ka  vessels o ff 
short and avoid paying the state 
u x ,  as well as spending money 
for other items while in port.

A fedenU rebate program will 
refund the fuel tax, but he a y s  
he understands the refund won't 
be money m anyone's pockcL  
but a crrcjt on federal income 
l u .

A similar change in how a 9 
cent per gallon u x  on gasoline 
is  collected went into etrcci Jan. 
I. Ram agia a y s .

"I think ts real important we 
c o n u c t  o tr C on gression al 
representatives, and let them  
know loud and d ear  that it's 
going •o be hard on the econ­
om y of Alaska and every other 
s u ie  in the union,* be says

and making decisions. He ab 
says that it is possible refuni 
will be a long u m t comuig--c 
pecially at fu st while (he nr 
system gets put into motion.

Fishing, m anne transport, 
lion, and some olhei areas uni' 
bted to road use will be consu 
crcd tax exempt and must folio 
these rules to get a refund:

-  if  a business or individu 
pays more than $1 000  in or 
calendar quarter, t icy can appi 
for a refund at the end of it 
quarter. T hu u  the tax on aj 
proximateJy 6 ,700 gallons.

-  if  a business or individu 
pays less than S1.000 in a qua 
ter. they must wait until the cn 
of the year to apply.

-  •  business -or individu: 
may not com bine two quane> 
to com e up with die $1,000 i 
order to apply before die end c 
the year.

The law has been passed in  
now the IRS is writing regula 
lions to imp.'emenl IL It goe 
into effect Apnl 1. According I 
Ramaglia. the IRS says the lav 
has been laid down by Congres 
and all they w ill be doing is en 
forcing iL M arilyn Steen, 
spokesperson for die IRS, san 
the refund could  be appliet 
against other taxes owed dn 
IRS.

In order to change thing- 
now. Congress has to revise dx 
Law. Ramaglia suggests that in 
dividuals write our represents 
liv e s  in W ashington. D C  
about their concerns.

"American industry depend' 
on diesel,’ said Ramaglia. "It 

general a Senator or Congres 
man equates one handwrilie 
letter to 400 persons concern  
with an issue."

Ramaglia says that person: 
comments are more imporur 
dun just signing a petition o  
having a fishing assocution d 
all the work. When an tndivid 
ual writes, they receive a re 
sponse.

Our Congressional dclegauo
U:

Serulor Ted S fv e m  
522 Hart Budding 
Washington, D.C. 2051(1 
Congressman Don Young 
2331 Ray bum House Offic 

Buddmg
Washington. D. C. 20515 
Senator Frank Murkowski 
709 Hart Budding 
Washington, D.C. 20510
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Diesel users' complaints 
force new fuel tax ideas

. Would affect oil 
drillers, loggers, 
farmers, fishers

WASHINGTON |AP) -  The Senate 
Finance Committee, flooded by 
complaints from farmers, fishermen 
and mining companies, voted Mon­
day to allow some sales of diesel fuel 
without the payment of tax.

The relief would be financed by 
doubling the tax on gas-guzzling cars 
and closing a loophole that has 
allowed a handful of distilleries to 
dodge part of the liquor tax by 
watering down some of tneir booze.

Because of the drive to reduce the 
budget deficit, farmers and others 
who buy diesel for off-road use may 
not get their relief until Oct. 1. 
Unless some bookkeeping trick can 
be found quickly, they will have to 
pay the 15.1-cent-a-gallon tax and 
then apply for a refund when they 
file their income tax returns next 
year.

The committee is restrained by an 
agreement between Congress and the

Reagan administration which re­
quires that each dollar of tax relief 
be offset by a dollar of tax increase.

Pay, th e n  aak re fu n d
As part of the deficit-reduction h w  

passed last December, farmers and 
other off-the-road diesel users sure 
required to pay the tax, beginning 
April 1, and then apply for a refund. 
Congress found there had been a 
considerable amount of evasion 
because of the difficulty in policing 
so many retail outlets. The new law 
requires the tax be collected by 
wholesalers or producers.

Farmers accused the government 
of trying to balance the budget on 
their backs, contending there is no 
reason that Washington should have 
interest-free use of their money - an 
average of about 1320 per farmer per 
year -  for as much as 12 months. 
Similar complaints have come from 
timber companies, mine operators, 
fishermen and oil drillers.

The Finance Committee put 
together this package, which is 
subject to approval in the Senate and 
House:

-To allow all diesel bought for 
any off-road use from wholesalers to 
escape the tax altogether. Tax-

exempt buyers ’of off-road diesel 
from retailer., would have to pay the 
tax and get a refund next year. This 
would cost the government J543 
million through 1993.

-To approve a "taxpayer bill of 
rights," which would clamp down’ 
on what are perceived to be abuses 
of taxpayers by the Internal Revenue 
Service. This would lose S517 
million over five years, due chlefl/ 
to a drop in compliance.

H olding back  refunds 
-To extend through June 30, 1989, 

the expiring authority for the IRS to 
withhold tax refunds from people 
who owe student loans, farm loans 
and other federal debts. This would 
raise about 1400 million.

-To double the tax on new cars 
whose fuel efficiency does not meet 
federal standrrds, raising 1375 mil­
lion through 1993.

-To limit use of a "wine flavors 
credit" under which some manufac­
turers of distilled spirits avoid a 
significant share of the 
S12.50-a-gallon liquor tax ‘■y mixing 
some products with a grape-based 

' alcohol. This is expected to raid* 
S360 million over five yews.
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MEMORANDUM

TO;
FROM;
DATE:
SUBJECT:

Lloyd
Ray
3/14/88 
HJR 68

This resolution has just come into committee, and Rep.
Davidson requests that it be heard next week.
Apparently Federal Law that was passed last year will repeal 
the diesel fuel tax exemption for off road use. This includes 
fishing vessels, and any off road user of diesel fuel. This 
resolution asks the Alaska Congressional Delegation to sponsor 
legislation to repeal this portion of the law and allow the 
exemption to continue. Under the new law, users of the fuel 
would still get the exemption, but they would first pay the 
tax up front and then get a refund at the end of the year.
The law goes into effect April 1, 1988, so if we want the 
resolution to be effective it will need to be passed soon.
It has a Finance referral after our committee. The resolution 
was introduced in the House on March 2, 1988.
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necrs from ncross the country with 
the  sam e problem.

Now Peratrovich holds a position 
on the board of directors of a new 
insurance firm set up to exclusively 
cater to his industry. The move has 
sliced his insurance bill by two-thirds.

The new firm, Architects and Eng­
ineers Insurance Company (AEIC), 
w as made possible by the Risk Ret­
ention Act of 1986. which allowed 
self-insurance. Peratrovich said, th a t 
a s  far as he knew, AEIC is one of the 
first of ita kind.

Bar associations ure unother work­
ing to get their own insurance firm, 
banking reportedly already has its 
own com pany and the Alaska M uni­
cipal League is also looking into the 
prospect.

Ju s t eight m onths after an  infor­
mal organizational meeting last May, 
the company obtained its conditional 
license J a n . 2 AEIC operates under
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try. The corporate olfirc in Chicago 
fields 20 to 30 rails a  day on the aver­
age, he says.

“ We’re in it together to solve a 
problem,” Peratrovich said. “Even 
the thousands we've spent(todevclop 
the company) are still a savings."

Peratrovich said  most A /E  firms 
th a t have had an insurance problem 
have heard of the new company.

The firm, with a  man by the nam e 
of Roy Vince a t the helm, intends to 
capture one-tenth of the market. To 
succeed, the company institutes a 
thorough screening process before 
allowing a  firm to join and  buy its 
products.

It sells professional liability insu­
rance which could be termed the 
malpractice insurance of engineer 
ing and architecture.

Peratrovich*8 association with the
S e e  SE L F, P a g e  24

Tough Jobs. Tough Greases
WeVe Gol The Grease To Meet Your Needs.
•  C h e v ro n  P o ly n re a  CP G r c a te  (or roost au tom olivp  and  
irutiislria) n e e d s
•  C h e v r o n M o t y  G r e a s e  (or a u lu n in iive  and industrial use  
w h ere  a  “ m oty” g rea se  is sp ecified
•  C h e v r o n  U U ra -D o ty  G r e a s e  for m ining, co n stru e  lion , m arine, 
an d  gen era l industrial u se
•  C h e v r o n  H e a v y -O n ly  G r e a s e  for alt h ea v y  d u ly  autom otive  
equ ip m ent
•  C h e v r o n  P o ly  F M  G r e a s e  for fo o d  m achinery
•  C h e v r o n  A vi-M otive G re a s e  for a u tom otive  pquipm eol 
operating under ex trem e  tem p eratu res

In te l  Petroleum Co.
459 West B lutl Hd. •  Anchorage, Alaska 99501 

(907) 27-1-3835

Chevron
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Withdrawal of non-roadway users fuel tax 
exemption would hurt fish, timber and ag

... K.

8 r Imiw N tu t iH  (*'A

T he probable in tent of legisla- 
tiun stuck in 1987’s year-end 
budget rcconcillia tion  bill 

agreed to by the White House and 
Congress was probably to save thp 
country money by enforcing greater 
control over fuel taxes.

•Jim Ramaglia calls theactual result 
a free loan to the governm ent tha t 
could put many in the fishing, limber 
and agricultural industries out of 
business.

The dispute co* cerrts a measure 
th a t would disallow current cxcntp 
tion of the 18-cent-per-gallon tax by 
industries not using the roadways. I f 
instituted, wholesalers would have 
to charge their patrons the added tux 
after April J;i.

Under the new law, those busi­
nesses holding an exemption in the 
past would be able to apply for n 
refund a t the end of the year.

“When people have to pay this tux, 
that m eans they are going to have to 
extend m aintenance schedules, put 
off replacem ent of ports and worn 
out equipm ent,” Rumngiia said. “ In 
the commercial fishing industry, this 
m ight mean delaying the purchase 
or repair of life saving equipment 
such as survival suits or life rafts. 
I’m sure a sim ilar situution exists in 
other industries such as farming and 
logging."

Ram uglia has reason to be con­
cerned. As vice president and man-
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Journal increases its tax lien c average

T he Alaska Journal of Com­
merce has made a major addi­
tion to its “ On Tire Record” 

coverage with s ta te  and federal tax 
lien and lien release filings from 
A la sk a ’s F irs t Ju d ic ia l D istrict 
(Southeast).

“ We’ve carried tax lien and lien 
release coverage for many years from 
the Second (Fairbanks and Interior) 
and Third (Anchorage, MatSu, Kenai 
Peninsula, Kodiak Island and Aleu­
tian Chain) J  udicial Districts and we 
just recently began carrying the fil­
ings for the Fourth Judicial District 
(Barrow, Northwest Alaska, Nome),” 
snid AJC Publisher Jim  Martin. “Now 
our coverage of sta te  and federal tax 
liens is statewide.”

"Following the liens” has always 
been an im portant tool for credit- 
wise companies, even in the best of

economic times, M artin aaid, "and in 
u tough economic environment, it 
can be crucial.”

“Should the IRS or state  depart­
ments of Revenue or Labor place a 
tax lien aga in st one of your custo­
mers, you should definitely reassess 
your relationship with tha t custo­
mer," M artin said, “ in fact, some 
CPAs suggest putting tha t customer 
on a cash-up-front basis until you 
cun be assured of the economic via­
bility of tha t business."

A lien is one of the first pieces of 
hard evidence thut n company may 
be in serious financial trouble. “Catch­
ing early signs early will increase 
your chances of either collecting an 
outstanding debt or protecting your­
self on new orders from an possibly 
insolvent customer."
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Exemption loss “throws wrench at the little guy”
Continued from Page 1

ager of Kodiak Oil Sales, Inc., in 
Kodiak, he’s the one who m ust levy 
the tux. It’s  a job he doesn 't rcully 
care for.

Since learning of the m easure in 
nn industry  weekly review  two 
m onths ago, the fuel d istributor has 
organized fishermen on his island 
and made waves in W ashington D.C.

"A bill has come about in the last 
couple of weeks to address the issue,” 
said Steve Bolder1 ..?k, s ta ff  attorney 
a t Rep. Don Yi g’s W ashington 
D.C. office. “ It w »a introduced by a 
Congressm an from Texas and al­
ready has 60 cosponsors.”

Bolderjack said the change in the 
exemption process would affect u lot 
o f people. The bill countering the 
e rad ica tion  of the exemption (HR 
3865) would preserve the prior prac­
tice. he said.

“ If we can get any action before 
(April 15), I don’t know.” said the 
Congressional attorney. " It would be 
nice if we could get it  through but

• Self 
insurance

Continued from Page 1
venture began in April o f last year 
when he received a letter in the mail. 
It informed him of a  movement within 
his industry to s ta rt an  insurance 
company run by and for engineers. 
As it turned out, Peratrovich knew 
the man responsible and decided to 
give him a call.

Together with a  num ber of other 
senior partners of their own firms, 
some $600,000 has been invested to 
got the new company going.

“ Even the  th o u san d s we’ve sp en t 
a re  still a  sav in g s."  Peratrovich  said

th ey ’re  go ing  to  h a  ve to  come u p w ith 
a  lo t m ore su p p o rt’’ to get it resolved 
in  th a t  sh o rt o f  time.

Bolderjack sa id  Y oung him self had  
supported  in itia l versions o f  the re- 
roncillia tion  package hut refrained 
from voting  yea on th e  final version 
because o f am en d m en ts , like the  tux 
issue, added rig h t before passage.

Rnmaglia sa id  fuel costs for his 
fishermen (many of whom are already 
strapped for cash for whatever rea­
son) will be pushed from 711 cents to 
90 cents.

“ Fuel is one o f  the  sing le m ost 
expensive costs  on a  fish ing  boat,"  
R am aglia  sa id . "A nd bottom fish ing  
is very fuel in tensive .”

W ith m ore an d  more A laska fisher­
m en d rag g in g  large n e ts  ac ross the 
bottom  o f the  ocean floor, th e ir  fuel 
costs h av e  exceeded p a s t usages. I t 
could th row  a  w rench in a  developing 
in d u stry  for th e  little  guy, R am ag lia  
w arns.

"F o r the  fish ing  in d u stry  to put 
th a t  m oney up  fron t considering  how 
m uch fuel they  a lread y  buy could be 
a  d isas te r,” sa id  C h ris  B lackburn, 
execu tive  d irec to r o f  the A lask a  
G roundfish D ata Bonk.

Industry  w ulchcr B lackburn point­

ed out th a t none of the paperwork 
necessary for such an undertaking 
by the federal governm ent appears 
to exist, nor do the forms for getting 
reimbursed toward year’s end. She 
said Kodiak has been mobilized und 
ninny fishermen hnvecontactcd their 
associations spreading the word ever 
farther down the political channels.

One Anchorage petroleum distrib 
utor said th a t for the government lo 
send tha t money back a whole now 
departm ent would have to be set up

to handle the auditory processes nec­
essary to keep everybody honest. It 
would cost more than they would 
save, he said.

The Kodiak distributor called eve­
rybody in his business in the sta te  to 
w arn them of the upcoming change 
in procedure. Of 1(1 he got nhold of, 
only three knew of the tax implemen­
tation, he said.

“ I see it as having a real devastat­
ing effect on Alaska industry in gen­
eral," he said.

ALASKA STEEL CO.
STEEL DISTRIBUTORS IN ALASKA

Full Line Steel & Aluminum  
Distributors For Alaska

Local Inventories:* Beams •  Plates •  Channels •  Sheets • Angles • 
Expanded Metal • Flat Bar • H. R. Bars ® Bar Grating •  Aluminum•  Pipe 
•  Salely Grating •  Square & Fteclangular Tubing

Local Services: •  Shearing •  Sawing * Burning * Shape Culling

Fairbanks
456-2719

Anchorage
561-1188

Wasilla
376-7030

Kenai
283-3880

r QUALITY 
FABRICATION INC.

STEEL & A LU M IN U M  FABRICATION & SALES

n

CUSTOM DESIGN S ENGINEERING
• STK U C T U R A LST EK I.IIU II.D IN C C O M I’UNKNTS

•  MISC. METALS FABRICATIONS

• SK ID S  L EQ U IPM ENTKNC I-O SORES  

• T A N K S k STAN DS
• STE KLST A IR W a Y SA  KA II.IN CS




