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The Department supports this compromise legislation provided additional __
resources are granted to ensure that compliance with the motor fuel tax law is
not diminished. The $25,000 fiscal note is for increased field audit efforts
on a regional basis to ensure strong compliance with the new law.

Problem

The problem this legislation addresses is the alleged burdensome requirements
placed upon heating fuel dealers to obtain a signed statement from their
heating fuel customers each year that the fuel is to be used for heating
purposes only and not converted to a taxable use. This statement, a
certificate of use form developed by the Department has been required by law
and regulation since the early 80"s.

Present Law

Under present law, if a dealer sells fuel "tax off" to a customer, the dealer
must receive a signed certificate of use from the customers stating the
intended tax exempt use. The certificates are to be obtained annually from
the customer and kept on file by the dealer. The dealer cannot be held liable
for the tax if the customer converts the untaxed fuel to a taxable use.

Amendments

Section 1, paragraph (a), states that if a dealer fails to obtain a
certificate of use for fuel that is subsequently used in a taxable manner, the
dealer must pay the tax and a failure to timely pay penalty, regardless of
whetiier the dealer made a good faith effort (reasonable belief) to determine
whether the fuel sold was to be used in a tax exempt manner.

Paragraphs (b) and (c) restates current law, except for referencing the new
provisions in (d)

Paragraph (d) provides
1) a certificate of use Is not required to be obtained by a dealer for
sales of fuel to stationary power plants (new law), fuel that is 107.
alcohol by volume (existing law) or other fuel determined by the
department by regulation to be exempt (existing law);

2) that a certificate of use is not required for the sale of heating fuel
to heat private or commercial buildings, but requires a certificate of use
to be on file for heating fuel sold to busine-ises engaged in construction

and mining activity (new law).



Original sponsor(s): REP. SHARP, Miller, Foster

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 183 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the motor fuel tax and its ex—

BE

emptions; and providing for an effectivedate."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.40 is amended by adding a new section to read:

Sec. 43.40.015. EXEMPTION FROM COLLECTION OF TAX. (a) A dealer
who has a reasonable belief at the time of sale or transfer that fuel
that is sold or transferred is not to be used as motor fuel need not
collect the motor fuel tax. However, as to fuel for which the tax was
not collected and for which a certificate of use was not obtained, if
the department determines that the fuel was put to a use that is
taxable wunder this chapter, the dealer 1is liable for the tax and
subject to a civil penalty underAS 43.05.220(a) whether or not the
dealer®s belief that the fuel sold or transferred would not be used as
motor fuel was reasonable.

(b) Except for sale or transfer of fuel under (d) of this
tion, if the motor fuel tax is not collected, the dealer shall obtain
a certificate of use from the buyer or transferee at the time of the
first sale or transfer of the fuel stating that the fuel that has been
or will be purchased or received 1is not intended for use as motor
fuel. The form of the certificate of use shall be prescribed by the
department by regulation. The department may not collect the motor
fuel tax from a dealer for fuel for which a certificate of use has
been properly obtained under this subsection.

(c) A certificate of use must be renewed annually for exemptions

-1- CSHB 183 (Fin)

SecC-



listed under AS 43.40.100(2).
(d) A certificate of use is not required
(D for fuel exempted under. AS 43.40.100(2) (C), (F), or
(K); and
@) for fuel exempted under AS 43.40.100(2)(J) other than
fuel sold or transferred under this exemption to a person who 1is
engaged in construction or mining activity.

Sec. 2. AS 43.40.035(a) is amended to read:

(a) A person who resells fuel on which the tax under AS 43.40.

010 () or (b) was previously paid is entitled to a credit or refund of
the tax if (1) the resold fuel is not motor fuel and the requirements
of AS 43.40.015 [AS 43.40.010(1)] have been Ffulfilled; or (2) the
amount of tax previously paid exceeds the tax due on the resale. The
amount of the credit or refund under this section is equal to the

amount of tax previously paid on the resold fuel less the amount of

tax prescribed by AS 43.40.010(a) or (b).

* Sec. 3. AS 43.40.010(1) is repealed.

* Sec. 4. This Act takes effect July 1, 1990.
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1 HOUSE OF REPRESENTATIVES
Official Business P.O0. Box V
State Capitol
Juneau, Alaska 99811
MEMORANDUM
TO: Representative Lyman Hoffman, Co-Chairman
Representative Ron Larson, Co-Chairman
House Finance Committee
FROM: Representative Bert Sharp
DATE: February 13, 1990
SUBJ: HB183

I respectfully request a hearing before the House Finance
Committee on HB183 at your earliest convenience.

HB183 i1s a motor fuels tax exemption bill which would
eliminate the certificate of use requirement for fuel used to heat
a commercial building. This bill was submitted last year but was
put on hold pending regulations changes submitted by the Department
of Revenue. This bill does not reduce the fuel dealers®™ ultimate
liability for taxes due. There is a zero fiscal note attached to
this bill. It was passed out of Transportation Committee on
February 6, 1990, with four out of five members recommending '"do
pass."

To provide you with a little history: There is a motor fuel
tax (AS 43.40). There 1is an exemption from the tax for fuel used
to heat "private or commercial buildings or facilities” (AS

43.40.100(2) (J)). The fuel dealer may claim the tax exemption for
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fuel required for heat in a private dwelling (AS 43.40.010(1), but
in order to claim the exemption for a commercial building, the
dealer must obtain a certificate of use from each commercial user.
(AS 43.40.010(1). This causes administrative problems for the
distributors inasmuch as many of the buildings they supply fuel to
are obviously not used for motor fuels any more suspect than
private dwellings (i.e. day care facilities, grocery stores, banks,
rentals larger than duplexes, etc.).

In an effort to ease the situation, the Department of Revenue,
on July 13, 1989, drafted new regulations that would allow the
certificate of use obtained from commercial customers for heating
purposes to be treated as an "annual"™ certificate of use 1in each
year, whereby a new certificate of use would only need to be
obtained in the event of a change of ownership® or circumstances.
However, there 1is a question of whether or not the proposed
regulations conflict with current law. (See memo to Art Peterson,
Assistant Attorney General attached).

The fuel distributors are again urging that HB183 be passed
in order to alleviate these unLieeded administrative burdens caused
by current regulations. Their primary contention 1is that since
they are the ones responsible for paying the tax, they should be
the judge of whether or not to obtain a certificate of use based
on individual site observation and other pertinent facts.

Attached for your convenience are copies of correspondence

from fuel distributors endorsing this bill, and a bill analysis.

Wm



Section 1. (&) Adds language that states the dealer is liable
for the tax plus a civil penalty if a certificate of use 1is not
obtained. This language was added to define "reasonable belief"
by placing the tax liability on the dealer.

(b) States that except for exemptions listed in (d) of this
Section, a certificate cf use shall be obtained at the time of the
first sale or transfer for fuels not intended for use as motor
fuel that will be used for mining or construction activities. All
other commercial uses listed pursuant to A.S. 43.40.100(2)(@J) are
exempt pursuant to (d) of this section.

©) States that for all other exemptions listed in A.S.
43.40.100(2) (A), (B), (D), (BE), (6), (H), (1), (L), a certificate
of use must be renewed annually.

(d)(1) States that a certificate of use is not required for
fuel exempted under:

1) A.S. 43.40.100(2) (C) - fuels used in stationary power
plants operating as public utility plants and generating electrical
energy for sale to the general public;

2) A.S. 43.40.100(2) (F) - fuel which is at least 10%
alcohol by volume;

3) A.S. 43.40.100(2) (K) - fuel used for other nontaxab.le
purposes as prescribed by regulations adopted by the department.

(d)(2) States that a certificate of use is not required for
fuel exempted under A.S. 43.40.100(2) (J) - fuel used to heat

private or commercial buildings or facilities, except that for fuel
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sold or transferred to a mining or construction activity an annual
certificate of use shall be obtained pursuant to (b) of this
section.

Sections 2, 2, and 4. No changes were made from bill

previously heard in this committee.



Representative Bert Sharp

Alaska State House of Representatives
Juneau, Alaska

February 5, 1990

Dear Representative Sharp;

HB 183 would repeal the requirement that a motor fuel dealer obtain a
certificate of use. This repeal would be effective 1n those cases where
the dealer has a reasonable belief that the fuel will be used for
non-taxable (exempt) uses.

I would urge you most strongly to delete that provision from the
bill. If certlfcates of use are not obtained by the dealer, the state has
essentially ne way to determine whether the fuel was used for an exempt
purpose. There would no be any "paper trail" that was certified to
by the buyer of the fuel. As a practical matter, 1t would be Impossible
to audit or even determine the use of the fuel.

This would create a large "loophole™ for dishonest fuel buyers to run
through, and there would be no way to stop them. This would create
powerful 1incentives for buyers who respect the law to follow suit, since
they would be placed at a competitive disadvantage If they paid the tax
and their competitors did not.

I strongly recommend that the certificate of use program be
continued. I believe that repealing 1t will result In this revenue source

cc Royce Weller
Steve Kettel
405q
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REPRESENTATIVE FAIRBANKS .
BERTSHARP 119N CUSHMAN
FAIRBANKS. ALASKA 99701
DISTRICT 20 (907) 452-7085/7836 i/,
COMMITTEE WHILE IN JUNEAU
RESOURCE PO BOXV
STATE CAPITOL
FINANCE SUBCOMMITTEE, JUNEAU, ALASKA 99311
DEPARTMENT OF NATURAL RESOURCES (907)465-3004/3018
3HOUCE of SeprcBENtatiucB
MEMORANDUM
TO0: Arthur H* Peterson, AssistantAttorney General
FROM: Representative Bert Sharp
DATE: February 9, 1990
SUBJ: Proposed regulation changes to 15 AAC40.030

It is my understanding that the proposed regulation changes
to 15 AAC 40.030, Certificate Requirements for Certain Sales, are
awaiting regulatory review and approval by the Attorney General®s
Office. (A copy 1is attached for your convenience).

These changes were drafted after legislation was introduced
in response to requests from fuel distributors to do away with the
certificate of use requirement presently in statute (A.S.
43.40.015). There are a couple of areas of concern thcvt | bring
to your attention regarding to the proposed regulation changes.

First, the amendment as proposed in (c) is in direct conflict

with current law. Alaska Statute 43.40.010(1) states that "an
annual certificate of use 1is required..." and that the dealer
"shall retain a copy of each certificate...". (Emphasis added).
The proposed amendment states: (c)(@) "the certificate of use

obtained upon the first sale need riot be renewed annually...1.

(Emphasis added). I do not believe that a department can propose

REPRESENT ING
GOLDEN HEART
OF ALASKA



regulations which are in conflict with specific sections of an
existing law.

Secondly, many of the fuel dealers have expressed their
concern with (c)(@2) of the proposed regulation changes. They tell
me that this change would place greater compliance burdens on fuel
dealers than which they are currently subject. In some instances
where fuel 1is delivered to bush communities, Section (2) would be
virtually 1impossible to comply with, and would thus subject fuel
dealers and consumers to needless penalties.

I request that these concerns be taken into consideration and,
because of these concerns, believe HB183 provides the best solution

for all concerned.
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OROER ACCPTING
REGULATIONS OF DEPARTMENT OF REVENUE

s nY

The attached 2 pages cf regulations, dealing with Payment of Tax, are
hereby adopted and certified to be correct copies of the regulations that
the Department of Revenue adopts under authority vested by AS 43.05.080
and after compliance with the Administrative Procedure Act (AS 44.52),

specifically including notice under AS 44.52.190 and 44.62.200 and
opportunity for public comment unoer AS 44.52.210.

This action 1is not expected to require an increased aopropriation.

This order takes effect on the 20th day after it has been filed by the
lieutenant governor, as provided in AS 44.52.180.
1

Juneau, AlaskKa

FILING CERTIFICATION

I, Stephen McAlpine,

Lieutenant Governor for the State of Alaska, certify
that on , 19, at .m., 1 Ffiled
the attached regulations according to the provisions of AS 44.62.040 -

44.62.120.

Lieutenant Governor

Effective
Register
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15 AAC 40.030 1s amended as follows:

15 AAC 40.030. Certificate Requirements for Certain Sales,
provided by (b) or (c) of this section,
transfers fuel that

(a) Except as

a dealer or fuel reseller who sells or
is exemct under 15 AAC 40.020(c) snail obtain an annual
certificate of use from the buyer or transferee at the time of t.ne first sale
in each calendar year stating that the fuel that
not intended for use as motor fuel
dealer or fuel reseller shall
department.

is purchased or received is
subject to tax under AS 43.40.010. A
use a certificate-of-use form prescribed by the

(b) A certificate of use under (a) of this section is not required in
support of an exemption uncer 15 AAC 40.020(b)(4) ,(5) ,(13) (15), ana (lo).

(c) In support of an exemption under 15 AAC 40.020(c)(5)
(1) the certificate of use obtained uoon the first saie need not be

renewed annually unless the location of each tank or other facility whicn
stores heating fuel is changed;

(2) The certificate of use must
tank or other facility wnicn stores fuel
buildings and facilities;

itemize and show the location of each
exclusively for heating commercial

(3) The certificate of use must be revewed if the intended use of any

fuel stored in the tanks or facility is changed to another exempt use under 15
AAC 40.020(c).(Eff. / / _.Register )

Authority: AS 43.05.080
AS 43.40.100



(e)(4) a paymentmade by wire transfer is timely if the taxDayer®s
commercial bank initiates the transfer of funds througn the Feder-1
wire-transfer system or the data the payment is due; (Eff. / /
Register )

15 AAC 05.310 is amended to add a new subsection:

(h) Then the last day for performing any act under any prevision of

AS 43 falls on Saturday, Sunday, or a legal holiday, the performance of
such act shall be considered timely if it is performed on the next

succeeding day which 1is not a Saturday, Sunday, or a legal noliday.

"legal Holiday" means a legal 1in the District of Coiumnia or a legal
holiday 1in this state. (Eff. / / , Register )

Authority: AS 43.05.080
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March 6, 1989

Mr. Royco B. Weilor

Spoclal Assistant Commissioner
Department of Rt.enus

Bex s

Juneau, Alaska 99811

Dear Mr. Weller:

I am writing in regard to the certificates of use
requirement for heating fuel for commercial facilities.
Collection of a motor fuel tax on diesel fuel is the
responsibility of dealer, for he is the only one who
can determine what the use of the fuel will be. No mat-—
ter what auditing procedures are used, this will be the
case. The person making the delivery, in almost every
case, knows by sight what the fuel will be used for,
therefore, if the dealer feels that the use of the fuel
will be as prescribed by the motor fuel tax laws and that
the tax should be collected, he will charge for the tax.
If he does not charge the tax, he will surely get a cer—
tificate of use to protect himself from the liability of
potentially paying the tax at a future time.

since heating fuel is exempt from the tax, it should also
be exempted from the requirements of the certificates of
use. Certificates of use should only be used in those
cases where the purchaser of the fuel could potentially
use the fuel as a motor fuel. This, then, would protect
the dealer and place the burden of future tax liability
on the purchaser. To require the dealer to obtain a cer—
tificate of UBe from all heating fuel users is overkill,
and is causing the dealers to incur additional adminis—
trative expense both in ensuring that all certificates
are received from their customers and in corresponding
with the customers about their certificates. Certifi—
cates of use are also not very popular with our cus—
tomers, who already feel the burden of paperwork
reporting requirements within their own businesses.



Mr. Royoe B. Weller
March 6, 1989
Page 2

IT certificates of use were not required on commercial
facilities, but only in the case where the dealer sus—
pected use as diesel fuel, then the auditor would have a
clear list of those individuals who may have used the
fuel for taxable purposes and not paid the tax. As it
is, auditors must review all sales to determine 11f there
are those customers who perhaps should have paid the tax,
and generally, for those who the dealer suspects are us—
ing the fuel for taxable reasons, we hold a certificate
of UBe on file. Therefore, the certificates of use
should only be required for those commercial customers
who the dealer suspects are using the fuel for taxable
purposes. This would ease the burden of the auditor in
tracking sales in which the tax is uncollected. |In order
to ensure that the dealer 1is truly receiving certificates
in those cases where he suspects the fuel is used for
taxable reasons, the auditor could review the 1invoices,
which generally have a high degree of description as to
the customer®s name, delivery location and tank size and
other information including the customer 3 name. | have
enclosed some copies of our delivery invoices for your
perusal so that you can see what I mean. This 1s specif—
ically what thO auditors currently do to determine if the
dealer has collected the tax or certificates of use from
the appropriate customers,

I think 1t i1s in the Department of Revenue"s best inter—
ests to have dealers receive certificates of use only for
those sales made which the dealer, who, again, 1is the
only person who truly sees the use of the fuel, suspects
Is taxable.

We are not asking that our monthly reports of volume
sold, taxable and untaxable under the various categories,
be discontinued. These reports are, 1| believe, the basis
for your reporting to the Federal Government. | believe
that SB-180 and HB-183 would relieve us of the burden of
collecting certificates of use for those sales which are
obviously untaxable, yet would preserve the use of the
certificates for those sales which we feel could poten—
tially be taxable, i1f the same elimination of the re—
quirement to obtain certificates of use can be accom—
plished through your regulations, that would be satisfac—
tory to me, and would meet the needs whioh we have iden—

tified. <



Mr. Royce B. Weller
March 6, 1984
Page 3

IT 1 can provide any further information or answer any
questions, please call me. In the event I am unavail —
able, you may wish to contact Bob Meath, Sourdough Fuel
(456-7798), should you have any questions. | look for—
ward to hearing from you.

Sincerely,

Walt Schlotfeldt
President

Enclosures

WPS:pm
W.90227-3



February 5,1990

Representative Bert Sharp
P.0. Box V
Juneau, Ak.

RE: HB-183, SB-180
Dear Representive Sharp:

As a fuel dealer, we support your effort to exempt fuel dealers frcm
obtaining a certificate of use for fuel sold to heat ccrmercial buildings.

Heating fuel sales are exempt fran fuel tax by statute, yet the regulation
appears to require that exempt certificates, which are intended to exempt
certain sales of taxable fuels, be obtained annually and maintained in
seller®s files. This requirement creares a tremendous administrative
burden on fuel dealers. We should only be required to obtain a certificate
of use if we have a doubt about what the customer will use the fuel for.

HB-183 and SB-180 will eliminate a large portion of the cost of the
certificate of use program with no reduction in fuel tax collection.

We appreciate your consideration in this matter.

Eton Brown
President

P.C. Jack Coghill
Dick Eliason



January 22, 1990

Representative Bert Sharp
P.0. Box V
Juneau, AK 99811

Dear Representative Sharp:

I fully support HE 183, exempting fuel dealers from obtaining a
certificate of use for fuel oil sold to heat commercial facilities.
Under HB 183, dealers would be relieved of the burden of collecting
numerous certificates of wuse for sales which are obviously
nontaxable. However, the use of certificates, for sales they feel
are potentially taxable, would be preserved.

At the present time, fuei dealers are not required to charge the
motor fuel tax for fuel sold to heat commercial or private
facilities. A certificate of use must be obtained, however, for
fuel sold to heat commercial buildings. That certificate is signed
by the customer certifying that he 1is using the fuel for a tax
exempt purpose.

Under AS 43.40.010(1), motor fuel tax does not have to be collected
if a dealer believes at the time of the sale that the fuel will not
be used for a taxable purpose. A dealer will usually know, by
sight, how the purchaser will use the fuel.

Heating fuel 1is exempt from motor fuel tax and should also be
exempt from the requirements of the certificate of use. If a dealer
has doubts about the use of the fuel, he will obtain a certificate
of use for protection against the liability of paying tax* at a
later dat":..

A. L. Wright, Jr.

CENALI AINACIAL CENTER - ZIOND-TTHOUSHVIAN. POOCH 720 FAIRBANG. ALAKA 8707



~Your warm friends since 98"

January 18, 1990

Representative Bert Sharp
P.0. Box V
Juneau, AK 99811

Dear Representative Sharp:

It has come to my attention that you have introduced House
Bill 183 which would exempt fuel dealers from obtaining a
certificate of wuse for fuel sold to heat commercial build—
ings. Sourdough Fuel supports this legislation.

Sourdough Fuel 1is one of the largest heating fuel dealers in
the Interior. We deliver heating fuel to many customers who
have commercial facilities, 1i.e. apartment buildings, office
buildings. Although a majority of our commercial customers
use fuel to heat their buildings, we must have them sign a
certificate of use to certify they are using the fuel we sold
them for heating purposes which is exempt from the motor fuel
tax law.

We are currently required to obtain a certificate of use for
all fuel sold to heat commercial facilities. This requirement
creates a tremendous administrative burden on fuel dealers.
When we sell fuel, we will know by sight what the fuel 1is
being wused for and if a tax should be charged. We should
only be required to obtain a certificate of use if we have a
doubt about what the customer 1is using the fuel for.

By eliminating the certificate of wuse requirement for fuel
sold to heat commercial facilities, you would be creating a
better audit trail for the Department of Revenue when they
conduct our yearly audits. When the auditor 1is reviewing our
non-taxab®"le fuel sales, he or she could Use the certificates
of use, collected because of the dealers doubt of customers
use, as a means of knowing which customers to contact to
verify their use of the fuel. Right now, the auditor would
have to go through our entire list of commercial customers
who received non-taxable fuel versus just a list of those the
dealers believe could be using the fuel for a taxable
purpose.

Fuel dealers will obtain a certificate of use or either
charge the motor fuel tax to avoid being liable for the tax
at a future date. Let us be the judge of when and when not
to obtain a certificate of use.

Sincerely,

Robert Meath
President

P.O. Box 70288 ¢ Fairbanks, Alaska 99707-0238  (907) 456-7798
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January 22, 1990

Representative Bert Sharp
PO Box V, Room 606 CT
Juneau, Alaska 99811

Dear Representative Sharp:

We would like to take this opportunity to express our support for
HB183 exempting fuel oil dealers from obtaining a Certificate of
Use for fuel oil sold to heat commercial facilities.

As it stands now, motor fuel tax need not be collected 1if a
dealer has reasonable belief that at the time of the sale the
fuel 1is not to be used for taxable purposes. Since heating fuel
is exempt from the motor fuel tax, 1t should also be exempt from
the requirements of the Certificate of Use.

HB183 would relieve fuel oil dealers of the burden of collecting
Certificates of Use for those sales which are obviously
untaxable.

We hope you will support this piece of legislation.

Sincerely,

Chula, Cl&aju- /

Charlie Croano*™*""
Operations Manager

CC/abh

2090 Van Horn Road « Fairbanks, Alaska 99701 < (907) 456-2424



Jobber, Chevron USA Irc. Products
Bx Nerang, AK OB » Phore: 907-83-5445
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January 19, 1990 Tr,

Representative Bert Sharp
P.0. Box V
Juneau, AK 99811

Dear Representative Sharp:

I would like to say that we at Nenana Heating Services, Inc.
fully support HB 183. This bill exempts fuel dealers from
obtaining a certificate of use from commercial heat
customers.

At this time the dealer must obtain a certificate of use for
fuel sold to heat a commercial building. AS 43.40.010 (1)
states that motor fuel tax need not be collected if a dealer
has reasonable belief that at the time of the sale the fuel
is not to be used for a taxable purpose.

Since heating fuel is exempt from the motor fuel tax, it
should be exempt from the requirements of the certificate of
use. Dealers should only be required to obtain a
certificate of use if they have a doubt about the customers
use of the fuel.

HB 183 would relieve the dealers of the burden of collecting
certificates of use for those sales which are obviously
untaxable, yet would preserve the use of the certificates
for those sales which we feel could be potentially taxable.

Sincerely,

David Shaw
Vice President



January 22, 1990

Representative Bert Sharp
PO Bor: V, Room 606 CT
Junuea, Alaska 99811

Dear Representative Sharp:

Vie would Ilike to 1let you know of our support for HB #183,
concerning Certificates of Use for heating oil sold to heat
commercial facilities.

As you already know, motor fuel tax is not collected on heating
oil if it is not to be used for taxable purposes. This is based
upon the dealers belief of what the fuel will be used for. In
almost every case, a dealer will know by sight what the purchaser
will use the fuel for.

Therefore, we believe that fuel oil dealers should only be
required to obtain a Certificate of Use if there is a doubt as to
what the fuel will be used for.

HB #183 would relieve the dealers of the burden of collecting
Certificates of Use for those sales which are obviously
untaxable, yet would preserve the use of the Certificates for
those sales which we feel could be potentially taxable.

We hope you will support this piece of legislation.
mcerely,
"ih.
Dean fala

Terminal Manager

DO/abh



Chevron
SAUPE ENTERPRISES, INCZ

P.0. BOX 70510
FAIRBANKS, AK 99707

January 18, 1990

Representative Bert i
House of Representatives
P.0. Box V

Juneau, AK 99811

RE: HB-183

Dear Representative Bert:

I urge and appreciate your continuing efforts to provide some
relief to fuel marketers throughout the State who have been buried
in paper as a result of the heating-fuel certification requirements.

As vyou know, heating-fuel sa]Jes are exempt from fuel tax by
statute, yet the regulations paradoxicallyappear to require that
exemption certificates (which are 1intended to exempt certain sales
of taxable fuels) be obtained annually and maintained in the marketers ™~
files. You can only imagine the time, man-power, and records burden
this places on businesses like ours.

Passage of HB-183 would remove the onerous burden of unnecessary
paperwork only 1in those cases where the seller is reasonably certain
he won T face future tax Jliabilities; 1in other words, 1if we Te not
sure the Tfuel will be wused for heating we will still have the
responsibility (and the motivation) to obtain the necessary
certification. HB-183 will eliminate a large portion of the
certification costs, with no reduction 1in the collectability of taxes
(or certificates) where appropriate.

We appreciate your consideration 1in this regard, Bert, and invite

you to contact me if you have any questions. Thank you for your
time l

Sincerely,

' '3 3
B.H. Saupe~™



M A RKETERS

ASSOCIATION

P.0. Box 764
Fairbanks, Alaska 99707

March 6, 1989

Representative Bert Sharp
Pouch V
Juneau, AK 99801

Dear Representative Sharp:

We, the members of the Alaska Oil Marketers Association (AOMA) wish

to extend our support in favor of the enactment of Senate Bill #180

and House Bill #183 relating to the exemptions from the motor fuel

tax and extending the exemption from the reguirement of obtaining

ﬁ_ffrtificate of use, as introduced by yourself and Representative
iller.

We feel that the new language 1in this bill, extending the
exemptions from obtaining a Certificate of Use, 1is a positive step
for the State, fuel dealers, and Alaskan consumers in that
unnecessary paperwork will be eliminated.

We look foward to the bills®™ passage by the Legislature of the
State of Alaska.

Sincerely,
{L~ iA v
A_L. Wright, Jr.

Secretary

ALW:mlk



ALASKA PETROLEUM

1948 Persinger Dr
North Pole, AK 99705 -5029

488-2575

January 25, 1990

Representative Bert Sharp

P.0. Box V

Juneau, Alaska 99811

Dear Representative Sharp:

I am writing you to express my support of HB 183 which
exempts fuel dealers from obtaining a certificate of use for
fuel oil sold for heating purposes to commercial facilities.
It is my feeling that Dealers should be required to obtain
certificates of use only if there is a doubt about the
customers use. This would result in a vreduction in audit
time and paperwork and relieve the Dealers of the burden of
collecting certificates for obvious heating uses.

Thank you for your consideration.

Sincerely,

Roy Gyjs Johnson
Owner

RGJslp
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Telephone 1907) 48B-0730
Telecopier (907) 40B-9057
TELEX 36-686

January 16, 1990
Representative Bert Sharp
P.O. Box V

Juneau, AK 99811

PO Box 55239
North Poie Alaska 99705

Dear Representative .Sharp:

I would like to take this opportunity to comment on HB 183
exempting fuel dealers from obtaining a certificate of use
for fuel oil sold to heat commercial facilities. I fully

support this piece of

Currently,
tax for fuel
However,

sold to heat commercial

signed by the
using the fuel

fuel
sold

legislation.
dealers do not
buildings.

customer and certifies that
for a tax exempt purpose.

to heat private or commercial
the dealer must obtain a certificate of us* for fuel
The certificate of use 1is
the

have to charge the motor fuel

facilities.

customer 1is

that motor fuel tax nee \ not be col—
reasonable belief that at the time of
not to be used for a taxable purpose.

AS 43.40.010(1) states
lected if a dealer has
the sale the fuel is

In almost every case, a dealer will know by sight what the
purchaser will use the fuel for. IT the dealer has a doubt
about what the fuel will be used for, they will obtain a
certificate of wuse for protection against the liability of

paying the tax at a future time.

Since heating fuel 1is exempt from the motor fuel tax, it
should be exempt from the requirements of the certificate of
use. Dealers should only be required to obtain a certificate
of wuse if they have a doubt about the customers use of the
fuel, and then the auditor would have a clear list of those
customers who may have used fuel for a taxable purpose but
did not pay the tax.

HB 183 would relieve the dealers of the burden of collecting
certificates of wuse for those sales which are obviously
untaxable, yet would preserve the use of the certificates for
those sales which we feel could be potentially taxable.

Sincerely,

Walt Schlotfeldt
President

An Affiliate of Arctic Slope Regional Cor..ration



t n _
ifciedore (907) 488-0730 P.0.Box 56239
Telecopier (907) 488-9057 North Pole. Alaska 99705
TELEX 36-888 Walt Schlotfeldt
President

July 27, 1989

Department of Revenue
Income and Excise Audit Division
P.O. Box SA

Juneau, AK 99811

Gentlemen:

I would like to take this opportunity to respond to the
proposed amendment to 15 AAC 40.030 relating to certificate

of use requirements for motor fuel tax exemptions. Although
the proposed regulation change 1is more acceptable than the
current regulations, I still oppose regulations requiring

certificates of use for " fuel used to heat buildings or
facilities.

AS 43.40.010(1) states that motor fuel tax need not be
collected if a dealer has reasonable belief that at the time

of the sale the fuel is not to be used as motor Tfuel. In
almost every <case, a dealer will know by sight what the fuel
will be used for. If the dealer has & doubt about what the

purchaser will use the fuel for, he will either charge a tax
or obtain a certificate of use to protect himself from the
liability of potentially paying the tax at a future time.

The definition of motor fuel tax under AS 43.40.100(2) ex-—

cludes fuel used to heat private or commercial buildings or
facilities. Fuel used exclusively for a domestic purpose in
single or multiple unit private dwellings including mobile
homes, but not including watercraft, is exempt from the
certificate of use requirement in 15 AAC 40.030(b), however,
the dealer must obtain a certificate of wuse for fuel sold to

heat commercial buildings or facilities. This certificate of
use requirement creates an abundance of paperwork for the
dealer which in turn causes us to incur additional

administrative expenses.

An Altii-die ni Arctic Slone Rnaionai Corporation



Department of Revenue
Page 2
July 27, 1989

Although vyour proposed regulations would not require the
dealer to obtain an annual certificate of use unless the tank
location is changed or if the intended use of the fuel 1is
changed, I still believe that fuel sold to heat commercial
buildings or facilities should.be exempt from the requirement
and that certificates of use should only be necessary for the
commercial customers who the dealer suspects are using the
fuel for a taxable purpose.

I would encourage vyou to eliminate any vrequirements of
certificate of use for fuel sold to heat commercial buildings
or facilities.

Sincerely,

Halt Schlotfeldt
President

An Alliliate ot Arctic Slope Regional Corporation
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IN C .
Telephone 1907) 488-0730 P.O. Bo* 56239
Telecopier (907) 488-9057 Napth Bole Akt 86708
TELEX 35-686 Walt Schlotfeldt

President

January 23, 1990

Mr. Bert M. Sharp

Alaska State Legislature
P.0. Box V (MS3100)
Juneau, Alaska 99811

Dear Representative Sharp:

I neglected to tell you that, in addition to obtaining
certificates of use forcommercial heating fuel, we must
report the names of ourcommercial heating fuel accounts
once a year. I do not like having to do this for propri—
etary reasons, as well as the waste of time of our staff,

I hope this continues to help identify the problems.

Sincerely,

Walt Schlotfeldt

WPS:pm
W.00123-1

An Affiliate of Arctic Slope Regional Corporation



JANUARY 1990

TO ALL QUALIFIED DEALERS:

JUST MREMNDER - PLEASE INCLUDE A LIST CF ALl YOLR COMMEROAL HEATING
Eblglg YOR MOICR AL TAX RETURN FCR THE MINTH OF CECEVBRR

&EIWMWALIFIEDIIALE?SM\EBEEVFE\O@OQM\E@\EMO:

CD_LINS OIL._GOVPANY
GALENA CONS] ON CGOVPANY

R&FHSTARRE.A\DHQ@N\E
PUGET SOUND

THE FOLLONING QUALIFIED DEALERS ARE NBWADDITIONS TO THE LIST:

ALAKA AIRCRAFT LEASING
EGEGIK AUEL QOVPANY

HF TRADING

HARCRCE CHEMICALS

KIZHYAK OIL SALES INC.
HERN PACIFIC TRANSPCRT
QLR STORE INC.

PETRO LLB SERVICES
TOTEM OIL PRODUCTS




QUALIFIED DEALER LICENSES

License

Numoer Company Nae January 1990
89-205 Alaska Aircraft Leasing Inc.
83-022 Alaska Aerofuel inc. J
85-113 Alaska Fuel Products

83-012 Alaska Fuel Services _
85-092 Alaska Mechanical Fuel Service
83-002 Alaska Oil Sales, Inc.

85-116 Alaska Petroleum’

84-071 Alaska West Express Inc.
82-002 Anderes Oil Company

85-112 ANICA Inc.

85-123 ARDO Alaska, Inc.

89-201 Astra Ol Co n Inc.

83-068 Aurora North Sales

87-165 Badger Fuel, Inc

86-140 Bethel Fuel 'Sales,

84-085 Big State Loglstlcs

88-178 B.P. Exploration (AIaskaP Inc.
88-172 B.P. North America Petroleum
89-192 Board of Trade dba Alaska Cab Garage
89-188 Bristol Bay Contractors
88-175 Bristol Bay Supply

84-083 Campbell & Sons

85-118 (BM'Leasing, Inc.

82-010 Chevron

89-194 City of Aniak

87-161 Clarendon _Marketing, Inc.
82-005 Columbus Distributors Co.
89-191 Colville Environmental Services Inc.
85-131 Dartts Fuel Service

83-024 Delta Fuel, Inc.

85-102 Delta Western %Western Pioneer, Inc.)
82-003 Denali Fuel Company Inc.
83-052 DouPIas Oil Hea

83-013 Do es FueI SerV|ce

89-206 ?qr Fue

89-202 f "Tradi

88-177 Eskimos Inc

83-053 Everts Air Fuel

88-170 Express Fuels

82-009 Exxon Corporation

84-088 Fagerstrom Enterprises Inc.
82-012 FiSher's Fuel Inc.

88-175 H & H Contractors Inc.

88-169 Hal da 011 Products

89-207 Harcros Chemicals Inc.



Haines Terminal and Highway Company
Harbor Enter rrses Inc

Harbor Fuel

Hawanan Indegendent Refinery, Inc.
Hoffman Fuel Service

Hoonah Seafoods (Excursion Inlet Packing Co.)
Hoover's Movers

Ik?s FueIF 5 G0

nterior Fuels

Ireland_ Transfer gtpg?grage Co.

Irish Truckrngi

Island Fuel

Johnny's Fuel (Rodrke Inc.)
Johnson Fuel Service

Kenal Airpart Fuels, Inc.
Kizhuyak_Oil Sales Inc.

Kodiak Oil Sales

Koyukuk Inc

&uparuk Fuel Sales Ltd.

MG Refining & Marketing Inc.
Mapco Petroleum Inc.
Marathon FueI Servrce

Metallgesell'schaft Corporation

Moody's 011 Servrce
Moody's Sealighterage, Inc. .
Nenana Standard Heatin Servrces

Native Communit .
Nondalton Natrve Fue Servrce
Northern Alr Cargo, Inc.
Nort ern Ener% or oration
Northern Pacr IC Transport Inc.
-Northway'F
Novaks ueI Drstrrbutors _
Nunakauiak Yupik Corporation
Orca Qil Co., Inc.

r Store Inc.
Pacrfrc Alaska Fuel Services, Inc.
Pacific Fuel Trading Co.
Petro Lube Services
Petro Marine Services
Petro Marine Services - Ballyhoo
Petro Marine Services - Barge .
Petro Marine Services - Niki ski
Petro Products, Inc.
Petro Star Fuel
Petro Star, Inc.



Nurmber Conpany Nare

86-147 Petrolane Gas Service, Inc.
86-145 PRI International, Inc.
89-196 Radiant Heating Fuel Service
83-041 Reeve Aleutian” Airways
83-045 Reliable Transfer

85-110 Royal Fuel Company

84-086 Salcha Services

83-067 Saupe Enterprises, Inc
89-193 Saurtan Fuel’ Service Inc.
88-174 Seldovia Fuel Oorrpany
88-180 Seppala Enterprrses

83-C05 Service Qil & Gas,

83-047 Service Transfer

83-016 Shell Qil Company

89-190 Shoreside Petroléeum (Harbor Fuel Svc.)
83-034 Sitka Fuels, Inc.

83-010 |tka undO

82-013 { Fuels

84-080 Smr IV?htera e Qo

83-006 Snyder ercan le Company
83-020 Sour ough Fuel

85-128 Michael Fuel Company
83-064 Star Heating Fuels

89 208 Star Products
Stratollft Inc.
Suburban Propane (Vangas Inc.)

loelecles]
QOO
— o
=133
NG

Sunshine 011
83-001 Taku 011 Sales,. Inc,
88-168 Teller Commercial Oonpany
85-101 Terminal O1l Sales,
82-001 Tesoro Alaska Petroleum Oongansy
83-038 Tesoro Refining, Marketing & Supply
85-115 Texaco Refining & Marketing, Inc.
83-033 Thompson: Transter Inc.
87-163 Totem oil Products Supply, Inc.
85-117 "Tucker Heatrn% Fuel
83-043 Transworld 01 USA Inc,
88-186 Trident Seafoods Corporation
83-032 TW|ster Creek Union 76
82-008 Union 0 Oonpany of California
83-065 Valley OI Co
89-195 Western Petroleum Company
82-007 Whittier Service Inc.
83-063 Willner's Fuel
83-049 Woods Air Fuel
83-009 Wrangell 011 Heat Inc.
88-187 Yukor™ Fuel Inc.
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HB 183

February 2, 1990
Prepared by Income = . |
and Excise” Audit Division
Department of Revenue

Analysis

Section 1 of the bill amends AS 43.40 by idding a new section to
?ene_rally provide that a dealer is not required to collect the motor fuel
ax if a certificate of use is obtained from the buyer representing that
the fuel 1s not for use as motor fuel. The certificate of use pronibits
the department from trying to collect from the dealer in the event the
fuel was taxable motor fuel, Para%raphs (a) and (b{)_are Identical to AS
43.40.010(1) which is repealed I Section 3 of the Dill.

Paragraph (c) provides that certificates of use need nof be obtained
In certain Instances. A certificate of use need not be obtained by a
dealer for fuel which 1Is at least 10% alcohol, for fuel used to heat
private or commercial buildings or facilities, and for fuel used for
nontaxable purposes as determined by the dePartment In re?ulatlons. A
dealer only needs a reasonable belief that the fuel Is not to be used as
motor fuel” in order to sell the motor fuel without collecting the tax.
Reasonable belief Is not defined.

The amendment essentially follows current. law with one_ major
exception. Current law provides. that a certificate of use is not _
required for fuel for an¥ dnestic purpose in a single or multiple unit

rivate dwelling or for fuel which 1s at least 10% alcohol. Therefore,
he amendment extends the exemption from obtaining the certificate of use
to all fuel for heating purposes.

Section 2 amends AS 43.40.035(a). This provision gives a credit or
refund to a person who resells fuel previously taxed that |s not motor
fuel. The amendment will allow a dealer to obtain a refund of any taxes
paid on fuel for which he has obtained a certificate of use or possesses
a reasonable belief that the fuel Is not be used as motor fuel.

Section 4 provides for a July 1, 1989 effective date which needs to
be updated. e

Comment

Prior to 1982, dealers were not required to collect motor fuel tax
f they had a reasonable belief the fuel was to be used In a tax-free
manner. Several dealers failed-to collect tax In situations which the
department and eventually the court held the dealer did not exercise*
reasonable care In determining whether tax should be collected. These
decisions _left dealers unprotected against customers that told a dealer
they qualified to purchase fuel tax off yet used the fuel for a taxable
purpose. To protect dealers, the certificate of use provisions were
adoed to statutes In 1982. Dealers were no longer required to use their

page 2 of 3
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Prepared by Income . .
ana tiicise” rtuair Division
Department of Revenue

independent judgment to determine a sales taxability. By obtaining a
certificate of Use from their customer, the dealer effectively
transferred, responsibility for collection of the tax to the customer. .
This provision also assisted the Department in increasing compliance wi
the motor fuel tax law. Customers were not as willing to sign a

statement under perjury that the fuel was to_be used In a taX-exempt
manner as they were” in" orally communicating it to the dealer.

In recent days heating fuel distributors In the Interior have. become
reluctant to obtain certificates of use from their commercial heating
fuel customers. It at times Is an arduous task and in their minds a lot
of unnecessary paperwork. The Department addressed the situation in 1989
with regulations which eased the certificate of use_reporting burden.
Under néw rules, dealers were only required to obtain a cerfificate with
the first purchase of heating fuel made by a customer. ~So long as that
customers operation did not Cchange, 1.e., the fuel continued t0 be used
for hea_tln% purposes, additional “certificates of use are not required to
be obtained. e department believes the re%ulatlo_ns have adequately
responded to _the dealers needs and that the Dill will take us back to the
problems we faced prior to 1982

Fiscal Impact

Statewide, approximately 110 million gallons of tax exempt heatingi
fuel are sold annually. It s, unknown how much of this fuel may actud %
be converted to taxable use without the state receiving the revenues.
anticipate that between 0-5% of heating fuel may be converted to taxable
use if the bill passes. Assuming that the majority of it is consumed in
(Illégﬁggeengmes on highway, the potential tax loss would be $88,000 per IX
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