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DEPARTMENT OF REVENUE
Income and Excise Audit Division

Motor Fuel Tax Credit: Tax Not Pd by User
HB 239

February 23, 1998

Page 2 of 3

BILL ANALYSIS

Section 1 states legislative findings that motor fuel dealers should not burdened with a motor
fuel tax remittance obligation if the tax liability on a transaction is significant and the underlying
debt becomes worthless or the person to whom motor fuel had been sold or transferred becomes
a debtor under federal bankruptcy laws; the tax liability and payment responsibility should

remain with the person.

Section 2 amends motor fuel statutes by adding a new section that entitles motor fuel dealers to a

bad debt credit against their motor fuel tax liability when the dealer sells or transfers motor fuel

to a person on credit and if that person (1) has become a debtor under federal bankruptcy laws

(11 U.S.C.) or (2) ceased paying their debt and the dealer treats the person's debt as a worthless

debt under the Internal Revenue Code (26 U.S.C. 166). Dealers would be entitledtoa  credit ifa
sale or transfer results in a tax liability of S500 or more.

The dealer may not claim a refund for the amount of credit but may claim the credit against
motor fuel taxes payable. Dealers would be required to provide documentation substantiating
bankruptcy or worthless debt. If, as to a credit transaction for which a credit was claimed, a
person subsequently makes payment of all or part of the debt, the dealer would be required to

remit all or part of the tax.

Dealers would not be allowed a credit if the dealer, within the 3-year period before making a
claim above, previously reported that a credit transaction debt of the purchaser or transferee is a
worthless debt. Credits would not apply to dealers who sell or transfer fuel after the dealer
knows that the purchaser or transferee is a debtor under federal bankruptcy laws or treats a
previous credit transaction as a worthless debt under the Internal Revenue Code.

Section 3 provides that this bill would apply to sales or transfers of motor fuel thatare madeafter
the effective date of the bill.

Section 4 provides for a July 1, 1997 effective date.

11B23>DOC



DEPARTMENT OF REVENUE
Income and Excise Audit Division

Motor Fuel Tax Credit: Tax Not Pd by User

HB 239
February 23, 1998

Page 3 0f3

OPERATING EXPENDITURES

Department of Revenue does not anticipate additional costs for administering the provisions of
this bill.

REVENUE

It is not feasible to estimate the revenue loss from the tax credit allowed under this bill because
bad debt motor fuel sales data is not available. Using FY 1997 motor fuel sales data adjusted for
the effects of HB 63 (enacted last session) and assuming that .1% of taxable gallons qualify for
the bad debt credit under this bill, the state would lose approximately $44,300 in motor fuel tax

revenue.

HB239 DOC



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA

FAX (907) 465-2029
Mail Stop 3101

130 Seward Street, Suite 409
Juneau, Alaska 99801-2105

MEMORANDUM March 7, 1998
SUBJECT: Motor fuel taxes (CS HB 239(F1N))
TO: Representative Gene Therriault

Attn: Mike Tibbies

FROM: Richard A. Glover
Legislative Counsel

Enclosed is the requested final version of CSHB 239(F1N). |would like to point out that the
requested change at page 2, lines 5 - 6 is awkward, since the paragraph can refer to
"transactions of $500 or more," meaning only single transactions of $500 or more, and that
in the aggregate result in a tax liability. A better phrase would be "....result in a tax liability

on the transactions of $500 or more in the aggregate"
If I may be of further assistance, please advise.
RAG:qglc

98-151 .glc

Enclosure
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AMENDMENT
OFFERED IN THE HOUSE BY REPRESENTATIVE DAVIS
TO: HB 239
Page 2

more transactions in the aggregate

Page,
Delete "a sale or transfer"
Insert "sales or transfers"
Page” line

Delete "a credit transaction"

Insert "one or more credit transactions"

Page 2, line ")&

Delete "the sale or transfer

Insert "sales or rransfers"

Page 2, lines
Delete "sale or transfer results in a tax liability on the transaction™

Insert "sales or transfers result in a tax liability, in the aggregate, on the transactions”
Page 2, line
Delete "transaction™

Insen "transactions"

Pagcjr', linear"



Delete "transaction"

Insert "transactions

Delete "transaction"

Insert "transactions"
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CS FOR HOUSE BILL NO. 239(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - SECOND SESSION
BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s);: REPRESENTATIVE DAVIS
A BILL
FOR AN ACT ENTITLED
"An Act relating to the liability of motor fuel dealers for payment of tax
imposed on certain credit transactions involving motor fuel sales or transfers that

become worthless debts or on sales or transfers to persons who declare

bankruptcy; and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

Sec. 43.40.025. Handling of tax in a sale or transfer of motor fuel in
certain credit transactions, (a) This section applies when a dealer who sells or
otherwise transfers motor fuel in a credit transaction in the state subsequently
determines that the person to whom the motor fuel was sold or transferred in the credit
transaction

(1) has become a debtor under 11 U.S.C. (Federal Bankruptcy Act); or
(2) has ceased to pay the person’s debts in the ordinary course of
business or cannot pay the person’s debts as they become due, and the dealer treats the

1 CSHB 239(FIN)
New Text Underlined (DELETED TEXT BRACKETED]
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person’s debt as a worthless debt or partially worthless debt under 26 U.S.C. 166.

(b) A dealer is entitled to a credit in an amount equal to the tax remitted to
the department for the tax due on the sale or transfer of motor fuel in circumstances
described in (a) of this section if

(1) under this chapter, the sale or transfer results in a tax liability on

the transaction of $500 or more; and

(2) the dealer has submitted a statement and remitted the tax due on the
transaction under AS 43.40.010(c).

(c) The dealer may not claim or obtain a refund of the amount of a credit to
which the dealer is entitled under (b) of this section. The dealer may apply the credit
authorized by (b) of this section against the motor fuel tax payable under this chapter
by the dealer to the state

(1) during the month in which the dealer provides written notification
to the department of the claim of the credit accompanied by a copy of the bankruptcy
petition filed by the person to whom the motor fuel was sold or transferred; or

(2) in the first month after the dealer reports to the Internal Revenue
Service that the debt of the person to whom the motor fuel was sold or transferred is
a worthless debt or partially worthless debt by claiming the debt as a deduction under
26 U.S.C. 166.

(d) If, as to a credit transaction described in (a) of this section for which a
credit was claimed and allowed under (b) and (c) of this section, the person to whom
the motor fuel was sold or transferred later makes payment to the dealer of

(1) all of the debt due on the transaction, the dealer shall remit payment
to thedepartment of the tax as required by AS 43.40.010;

(2) a portion of the debt due on the transaction, the dealer shall remit

payment to the department of a proportional part of the tax as required by

AS 43.40.010.

(e) The commissioner may not allow a dealer a credit under this section for
thecredit transaction debt of a person if the dealer claiming the credit has, within the
five-year period immediately before making the claim of the credit, previously

submitted a statement under (c)(2) of this section that a credit transaction debt of that

CSHB 239(FIN) 2
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person is a worthless debt or partially worthless debt under (c)(2) of this section.

(f) This section does not apply to a dealer who sells or otherwise transfers
motor fuel in a credit transaction after the dealer knows that the person to whom the

motor fuel was sold in the credit transaction has become a debtor under 11 U.S.C.

(Federal Bankruptcy Act).

(g) In this section, "credit transaction” means a transaction by which the

payment for motor fuel subject to the tax levied under this chapter is to be made at a

future date.

* Sec. 2. APPLICABILITY, (a) This Act applies to sales or transfers of motor fuel
subject to tax under AS 43.40.010 - 43.40.100 that are made on or after the effective date of
this Act.

(b) In AS 43.40.025(e), added by sec. 1 of this Act, reference to a previously
submitted credit transaction debt means a credit transaction debt that was reported to the
Internal Revenue Service as a deduction against income under 26 U.S.C. 166 cn or after the
effective date of this Act because the credit transaction debt became worthless or partially

worthless.

* Sec. 3. This Act takes effect July 1, 1998.

-3- CSHB 239(FIN)
New Text Underlined [DELETED TEXT BRACKETED]
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AMENDMEF. NT (J)
OFFERED IN THE HOUSE BY REPRESENTATIVE DAVIS
TO: HB 239
Page 2, line 8:

Delete "the transaction”

Insert "one or more transactions in the aggregate”

Page 2, line 13:
Delete "a sale or transfer”

Insert "sales or transfers"

Page 2, line 15:
Delete "a credit transaction"

Insert "one or more credit transactions"

Page 2, line 23:
Delete "the sale or transfer"

Insert "sales or transfers"

Page 2, lines 25 - 26:
Delete "sale or transfer results ina tax liability on thetransaction"

Insert "sales or transfers result ina tax liability, in the aggregate, on the transactions”

Page 2, line 28:
Delete "transaction"

Insert "transactions

Page 3, line 12



Delete "transaction"

Insert "transactions"

Page 3, line 14
Delete "transaction”

Insert "transactions"

0-LS0768VB.I



Alaska 1?tate “Legislature

Interim: Session:

145 Main Street Loop #223 State Capitol

Kenai, Alaska 99611 Juneau, Alaska 99801
(907)283-7095 (907) 465-2693

(907) 283-3075 (fax) (fax) (907) 465-3835

(907) 262-7574 (h)
Representative Gary L. Davis

SPONSOR STATEMENT

House Bill 239
“An Act relating to the liability of motor fuel dealers for payment of tax
imposed on certain credit transactions involving motor fuel sales or transfers
that become worthless debt or on sales or transfers to persons who declare
bankruptcy; and providing for an effective date”

The Alaska motor fuel tax is an excise tax designed to be paid ultimately by the consumer
or user of the fuel. For administrative reasons, state law requires the tax to be collected
and paid by the motor fuel wholesaler at the time the fuel is sold or transferred. As a
practical matter, this transaction often occurs at the wholesale level with businesses that
subsequently resell the fuel to the consumer or user of the fuel.

In commercial transactions of this nature, it is customary and typical to extend reasonable
credit terms that may result in a deferral or delay in the collection of both the debt and the
motor fuel tax by the dealer. In some cases, the debt may become wholly or partially
worthless because of a bankruptcy filing or other similar reasons.

House Bill 239 allows motor fuel dealers in these cases to receive a nonrefundable credit
in an amount equal to the tax previously remitted to the state. The credit would be
applied against subsequent tax liabilities only, and could only be taken for sales with a
total tax liability of $500 or more.

The language specifies that dealers may only apply for a bad debt credit by filing written
proof of the bankruptcy petition, or after reporting the debt as worthless or partially
worthless on the dealer’s federal income tax return.

Many states and local governments authorize credits or deductions for taxes paid on
accounts that are later found to be worthless. It is also typical to require the tax be repaid
if the account or debt is subsequently recovered. House Bill 239 includes a provision
requiring repayment of the tax if the account or debt is subsequently repaid, with partial
payments to be handled on a proportional or pro rata basis.

HB239/SS/1/20/98

Representing House District 8
Soldotna, Sterling, Funny River, Cooper Landing, Hope, Moose Pass, Seward



Interim:

Alaska ibtate legislature

Session:

145 Main Street Loop #223 State Capitol

Kenai, Alaska 99611

(907)283-7095

(907) 283-3075 (fax)
(907) 262-7574 (h)

(907) 465-2693

Representative Gary L. Davis

SECTIONAL ANALYSIS OF HB 239

“An Actrelating to the liability of motor fuel dealers for payment of tax imposed on
certain credit transactions involving motor fuel sales or transfers that become
worthless debt or on sales or transfers to persons who declare bankruptcy; and

Section L

Section 2:

providing for an effective date”

Explains the normal operating procedure for commercial transactions related to fuel
sales. This explanation describes the reason for the tax, determining when the debt
is worthless or partially worthless, and the impact upon the motor fuel dealer.

Adds the following new section to AS 43.40, Motor Fuel Tax:

43.40.025(a) states when the dealer will be able to determine if a debt is wholly or
partially worthless. AS 43.40.025(a)(1) and (2) are trigger mechanisms that
determine the value of a debt owed to the fuel dealer.

43.40.025(b) explains the entitlement of credit on a worthless or partially worthless
debt and the limitations for qualification.

43.40.025(c) explains that the fuel may not claim a refund but may use the
entitlement as a credit toward future motor fuel tax debts. Sections 2(c)(1) and (2)
state when the dealer may take the tax credit, and the procedures required before

claiming the credit.

43.40.025(d) states that when a partially or wholly worthless debt that is collected at
a late™ date, the dealer shall return payment to the Department of Revenue for all

credit received.

43.25.40(e) requires a three-year period of time between requesting a credit for a
partially or wholly worthless debt originating from the same person.

43.40.025(f) disallows the collection of a credit if the fuel dealer knows that a
person to whom the fuel was sold has become a debtor under 11 USC or has ceased

to pay the person’s debts in an ordinary manner.

43.40.025(g) defines “credit transaction.”

Representing House District 8

Soldotna, Sterling, Funny River, Cooper Landing, Hope, Moose Pass, Seward

Juneau, Alaska 99801

(fax) (907) 465-3835



Section 3: (a) states that this act applies to sales or transfers of motor fuel sale or transfers
under AS 43.40.010-43.40.100. Section 3(b) states that the filing with the
Internal Revenue Service as a deduction of income for applicability must be filed
on or after the effective date of this legislation.

Section 4: provides the effective date of the legislation.

HB239/SAJ1/20/98



FTA MOTOR FUEL TAX SECTION

F«fe*tion ol T tt AdmMstrtfort 444 North C«pfto! Strott N.W., Wulfticjfun. O.C. 20001 « (202) 624-5890

February 25,1998

Deb Davidson

State of Alaska
Representative Davis Office
FAX 907-465-3835

Dear Deb.

I reviewed your fax on the proposed bad debt allowance and find that this
proposed legislation is in line with other states statute’s on the bad debt
allowance.

If you need any further assistance please contact me at (307) 632-4144.

C

Motor Fuel Tax Section Coordinator
Federation of Tax Administrators




§ 43.23.095 Revenue and Taxation 654

(1) the name and social security number of the individual whose dividend is
claimed;

(2) the amount the individual owes on a loan awarded under AS 14.43; and

(3) astatement that the loan is in default under AS 14.43.145, or, if the individual ha*
requested review of the status of the loan under AS 14.43.145(c), that a final determin®.
tion has been made that the loan is in default.

(b) The Alaska Commission on Postsccondary Education shall notify the individual of
a claim under (a) of this section. The notice shall be sent to the address provided in th*
individuals permanent fund dividend application and must provide the following
information

(1) the amount of the claim;

(2) notice that the amount of the permanent fund dividend up to the amount of the
claim shall be paid to the Alaska Commission on Postsecondary Education to be credited
against the individual’s loan balance; and

(3) the individual's light to a hearing under (c) of this section.

(c) Within 30 days after the date of the notice under (b) of this section, the individual
may request a hearing, AS 44.62.330 — 44.62.630 apply to a hearing under this section.
At the hearing, the borrower has the burden to show that

(1) the commission has not sent a notice ofdefault in compliance with AS 14.43.145(b)-

(2) the notice of default has been rescinded after review under AS 14.43.145(c); or

(3) the amount owed by the borrower is less than the amount claimed from the
permanent fund dividend.

(d) If the amount owed by the borrower is determined under (c) of this section to be
some amount greater than $0, but less than the amount claimed, the commission may
amend its claim to the amount determined to be owing. (8§ 13 ch 92 SLA 1987; am §8§ 5,
6 ch 52 SLA 1992; am § 17 ch 54 SLA 1997)

Effect of amendments. — The 1997 amendment,
effective July 1, 1997, rewrote this section.

Sec. 43.23.095. Definitions.

NOTES TO DECISIONS

Requirement of intent to return to etate. — A motor vehicle registration, voter registration, driver's
serviceman who was absent more than five years license and bar membership in Alaska, and he had not
failed to establish intent to return to the state where requested reassignment fo Alaska. State. Dep't of
the evidence showed that he returned for a briefvisit Revenue v, Wilder. 929 P.2d 1280 IAlaska 1997).
only once in a 12-year period, he maintained only

Chapter 40. Motor Fuel Tax.

Section Section

10. Tax on transfers or consumption of motor fuel for certain fuel sold for use in jet propulsion
and expenditure of proceeds aircraft operating in flights that continue from
15. Exemption from collection of tax foreign countries

92. Disallowance of exemption from motor fuel tax ~ 100. Definitions

Sec. 43.40.010. Tax on transfers or consumption of motor fuel and expendi-
ture of proceeds, (a) There is levied a tax of eight cents a gallon on all motor fuel sold
or otherwise transferred within the state, except that

(1) the tax on aviation gasoline is four and seven-tenths cents a gallon; (2) the tax on
motor fuel used in and on watercraft of all descriptions is five cents a gallon;

(2) the tax on motor fuel used in and on watercraft of all descriptions is five cents a
gallon;

(3) the tax on ail aviation fuel other than gasoline is three and two-tenths cents a

gallon; and



Motor Fuel Tax § 43.40.010

. (4) the tax rate on motor fuel that is blended with alcohol is the same tax rate a gallon
Lg other motor fuel; however,

j (A) inan area and during the months in which fuel containing alcohol is required to be
L>Id, transferred, or used in an effort to attain air quality standards for carbon monoxide
0$ required by federal or state law or regulation, the tax rate on motor fuel that is blended
(rith alcohol is six cents a gallon less than the tax on other motor fuel not described in (1)

(3) of this subsection;

(B) notwithstanding (A) of this paragraph, through June 30, 2004, the tax on motor
fCE\soId or otherwise transferred within the state is eight cents a gallon less than the tax
go other motor fuel not described in (1) — (3) of this subsection if the motor fuel

(i) is at least 10 percent alcohol by volume, has been produced from the processing of
Ugnocellulose derived from wood, and was produced in a facility that processes lignocel-
Rulose from wood, but this reduction in the rate of tax applies to motor fuel sold or
"ransferred that contains alcohol that was produced only during the first five years of the
;facility’s processing of lignocellulose from wood; or

(ii) is at least 10 percent alcohol by volume, has been produced from the processing of
waste seafood, and was produced in a facility that processes alcohol from waste seafood,
but this reduction in the rate of tax applies to motor fuel sold or transferred that contains
alcohol that was produced only during the first five years of the facility's processing of
alcohol from waste seafood.

(b) There is levied a tax of eight cents a gallon on all motor fuel consumed by a user,
except that

(1) the tax on aviation gasoline consumed is four and seven-tenths cents a gallon;

(2) the tax on motor fuel used in and on watercraft of all descriptions is five cents a

gallon;
(3) the tax on all aviation fuel other than gasoline is three and two-tenths cents a

gallon; and
(4) the tax rate on motor fuel that is blended with alcohol is the same tax rate a gallon

as other motor fuel; however,

(A) inan area and during the months in which fuel containing alcohol is required to be
sold, transferred, or used in an effort to attain air quality standards for carbon monoxide
as required by federal or state law or regulation, the tax rate on motor fuel that is blended
with alcohol is six cents a gallon less than the tax on other motor fuel not described in (1)
— (3) of this subsection;

(B) notwithstanding (A) of this paragraph, through June 30, 2004, the tax on motor
fuel consumed by a user within the state is eight cents a gallon less than the tax on other
motor fuel not described in (1) — (3) of this subsection if the motor fuel

(i) is at least 10 percent alcohol by volume, has been produced from the processing of
lignocellulose derived from wood, and was produced in a facility that processes lignocel-
lulose from wood, but this reduction in the rate of tax applies to motor fuel consumed by
a user that contains alcohol that was produced only during the first five years of the
facilitys processing of lignocellulose from wood; or

(ii) is at least 10 percent alcohol by volume, has been produced from the processing of
waste seafood, and was produced in a facility that processes alcohol from waste seafood,
but this reduction in the rate of tax applies to motor fuel consumed by a user that
contains alcohol that was produced only during the first five years of the facility’s
processing of alcohol from waste seafood.

(c) Every dealer who sells or otherwise transfers motor fuel in the state shall collect
the tax at the time ofsale, and remit the total tax collected during each calendar month
ofeach year to the department by the last day ofeach succeeding month. Every user shall
likewise remit the tax accrued on motor fuel actually used by the user during each month.
Ifthe monthly tax return is timely filed, one percent of the total monthly tax due, limited
to a maximum of $100, may be deducted and retained to cover the expense of accounting



§ 43.40.010 Revenue and Taxation

and filing the monthly tax return. At the time the remittance is made, each dealer or
shall submit a statement to the department showing all fuel which the dealer or user
distributed or used during the month. J

(d) [Repealed, § 3 ch 166 SLA 1976.]

(e) Sixty per cent of the proceeds of the revenue from the taxes on aviation fiuj
excluding the amount determined to have been spent by the state in its collection, ghjj
be refunded to a municipality owning and operating or leasing and operating an a
in the proportion that the revenue was collected at the municipal airport. All
proceeds of the taxes on aviation fuel shall be paid into a special aviation fuel tax ac
in the state general fund. The legislature may appropriate funds from this account |
aviation facilities.

(f) The proceeds from the revenue from the tax on motor fuel used in boats
watercraft ofall descriptions shall be deposited in a special watercraft fuel tax accow
the general fund. The legislature may appropriate from this account for water and ha
facilities.

() The proceeds of the revenue from the tax on all motor fuels, except as provuj
(e), (f) and (j) of this section, shall be deposited in a special highway fuel tax accot
the state general fund. The legislature may appropriate funds from it for expenditure!
the Department of Transportation and Public Facilities directly or as matched
available federal-aid highway money for maintenance of highways, construction
highway projects and ferries included in the program provided for in AS 19.10.150
including approaches, appurtenances and related facilities and acquisition of rights-«9
way or easements, and other highway costs including surveys, administration, &gt
related matters. All departments of the state government authorized to spend hxu&
collected from taxes imposed by this chapter shall perform, when feasible, all constmd
tion or reconstruction projects by contract after the projects have been advertised for
competitive bids, except that, when feasible, arrangements shall be made with politic®
subdivisions to carry out the construction or reconstruction projects. If it is not feaaibl*
for the work to be performed by state engineering forces, the commissioner of transpdi
tation and public facilities may contract on a professional basis with private engineer”
firms for road design, bridge design, and services in connection with surveys. If more thiur'
one private engineering firm is available for the work the contracts shall be entered into
on a negotiated basis.

(h) All motor fuel tax receipts shall be paid into the general fund and distributed totho
proper accounts in the general fund, Valid motor fuel tax refund claims shall be paid firoa
the highway fuel tax account in the general fund.

(i) [Repealed, § 35 ch 126 SLA 1994.]

(J) The proceeds from the tax on motor fuel used in snow vehicles and, unless a tax
refund is applied for under AS 43.40.050(a), other internal combustion engines not umil
in or in conjunction with a motor vehicle licensed to be operated on public ways shall ba
deposited in a special nonpublic highway use account in the general fund. The legislature
may appropriate from this account to the Department of Transportation and Publie
Facilities for trail staking and shelter construction and maintenance.

(k) The tax on the transfer or consumption of motor fuel provided for in this section
does not apply to liquified petroleum gas.

(1) [Repealed, § 3 ch 182 SLA 1990.] (8 48-5-2 ACLA 1949; am § 1ch 80SLA 1951; art
§ 1ch 47 SLA 1955; am 88 1, 2 ch 27 SLA 1957; am § 1ch 134 SLA 1957; am § lart\V
title 11 ch 152 SLA 1957; am § 2 art V title 111 ch 152 SLA 1957; am § 2ch 124 SLA 1959;
am 88 1, 2 ch 20 SLA 1960; am &8 1ch 150 SLA 1960; am § 1ch 110 SLA 1961; am f |
ch 136 SLA 1961; am 88 1— 3 ch 131 SLA 1962; am 8 1ch 130 SLA 1968; am § 10¢%»
143 SLA 1968; am 8§ 1, 2 ch 216 SLA 1968; am 8 1— 3 ch 158 SLA 1970; am § 3¢chM
SLA 1971; am 88 1,2ch 124 SLA 1971; am 88 2, 3ch 125 SLA 1971; am §8 1— 3ch 15*
SLA 1972; am § 3 ch 166 SLA 1976; am 88 1,2 ch 116 SLA 1977; am § 4 ch 82 SLA 1982;

*
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§ 43.40.015

pH 1 2ch87SLA 1983: am 8 3ch 182 SLA 1990; am § 35ch 126 SLA 1994; am §§ 2,
ch 127 SLA 1994; am 8§ 2, 4 ch 88 SLA 1997)

mDelayed amendment of iub«e<rtioni (ag and
E . —Under 33,6 and 7.ch 127, SLA 1994, aa
Bonded by M 3,5 10, and 12, ch. 83, SLA 1997, if

SL Department of [Yanaportation and Public Fad|i-
K, bafore January 1,2000, increaaea the landing fee
E~Bargea under AS 02.15.0_90(a) for the privilege of
3 aircraft at rural airport*, aa that term ii

] 17 AAC 40.795&23, above the amount of the
min effecton January 1, 94,aubaect|on|_(a)and(§b)
E» amended to read aa foUowa: ‘ga) There ia levied a
of eight centa a gallon on all motor fuel aold or
Abarwiaé tranaferred within the atate, except that
m ¢(|) the tax on aviation gaaoline ia four centa a

m 1t2) the tax on motor fuel uaed in and on watercraft
m all deacriptiona ia five centa a gallon: .
W *(3) the tax on all aviation fuelother than gaaoline
mk two and one-half centa a gallon; and ,
J *(4) the tax rate on motorfuel that ia blended with
micohol ia the same tax rate a gallon 83 other motor
Eel; however, , o
J "{A) in an area and during the months in which fuel
Lmn aining alcohol ia required to be sold, transferred,
r uaed in"an effort to attain air qualltr standarda for
carbon monoxide aa required by federal or atate law or
regulation, the tax rate on motor fuel that ia blended
with alcohol is six centa a gallon lesa than the tax on
other motor fuel not described in (1) — (3) of this
subsection; ) ,
. '(B) notwithstanding (Az of this Paragraph,
through June 30, 2004, the tax on motor fuel sold or
otherwise transferred within the state is eight centa a
.gallon less than the tax on other motor fuel not
eacribed in (1) — (3) of this subsection if the motor

fuel
r *(i) ia at leaat 10 percent alcohol by volume, haa
been produced from the processing of ngnqc_ellulose
derived from wood, and waa produced in a facility that
processes lignocellulose from wood, but this reduction
In the rate of tax applies to motor fuel sold or trans-
ferred that contains alcohol that waa produced only
during the first five years of the facility's processing of
lignocellulose from wood; or

‘(i) ia at least 10 Rercent alcohol by volume, has
been produced from the processing of waste seafood
and was produced in a facility that processes alcoho
from waste seafood, but this reduction in the rate of
tax applies to motor fuel sold or transferred that
contains alcohol that was produced only during the

first five years of the facility's processing of alcohol
from waste eeafood. ,

m{) There ia levied a tax of eight centa a gallon on
all motor fuel consumed by a usér, except that
*&1) the tax on aviation gaaoline consumed ia four
centa a Igallon;

*(2) t
of all deacriptiona ia five centa a gallon; ,
_ *(3) the tax on all aviation fuelother than gasoline
ia two and one-half centa a gallon; and ]

*(4) the tax rate on motor ftiel that ia blended with
alcohol ia the aarne tax rate a gallon aa other motor
fuel; however, . o

*(A) inan area and during the montha in which fuel
containing alcohol .is required to be sold, tranaferred,
or uaed in"an effort to attain air quahtY standarda for
carbon monoxide aa required b}/ federal or atate law or
regulation, the tax rate on motor fuel that ia blended
with alcohol ia six cents a gallon less than the tax on
other motor fuel not described in (1) — (3) of this
subsection; , i

“(B) notW|thstand|n% %A) of this para%raph,
through June 30, 2004. the tax on motor fuel con-
sumed by a user within the state is eight cents a
8a|lor] less than the tax on other motor fuel not
escribed in (1) — (3) of this subsection if the motor

ue

“(i) is at least 10 percent alcohol by volume, has
been produced from the processing o I|%nopellu|ose
derived from wood, and was producéd in a facility that
processes lignocellulose from wood, but this rediction
in the rate of lax applies to motor fuel consumed by a
user that contains alcohol that was produced only
during the first five years of the facility’s processing of
lignocellulose from wood; or

“(if) s at least 10 Rercent alcohol by volume, has
been product from the processing of waste seafood
and waf produced in a facility that processes alcohol
from ".aste seafood, but this reduction in the- rate of
t A applies to motor fuel consumed b)( a user that
contains alcohol that was produced only during the
first five years of the facility's processing of alcohol
from waste seafood."

Effect of amendments, — The 1997 amendment
effective July 1,1997, in subsections (a) and (b), adde
parehg.raph (4) and made related stylistic changes.

Editor's notes, — Section 9, ch. 88, SLA 1997
re?ealed ch. 42, SfIA 1994, Therefo.re the different tax
rate described in the editor's note in the 1996 volume
is not in effect after June 30. 1997,

e tax on motor fuel uaed in and on watercraft

Sec. 43.40.015. Exemption from collection of tax. (a) Adealer who has a reason-
able 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 ofuse was not obtained, ifthe department
determines that the fuel was put to a use that is taxable under this chapter, the dealer
ia liable for the tax and subject to a civil penalty under AS 43.05.220(a) whether or not the
dealers 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 section, if the motor fuel tax is
not collected, the dealer shall obtain a certificate of use firom 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 is 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



Differences in tax base may not be prescribed
for the same privilege of taxpayers in the
same type of business or occupation.
Production and overhead costs are seldom
deductible. The legislatures, however, have
broad powers in this field. They may be selec-
tive by allowing deductions for spoils, swells
and discounts to manufacturers of farm prod-
ucts. On the other hand, they may not allow
deductions for cost of containers, brokerage,
salaries or salesmen and selling expenses.
Alternative tax bases aren’t invalid. The ap-
plicable base may he determined by the tax-
payer's business, limiting his choice in the
matter. Estimates derived from the volume of
the past year's business are permissible.

The seller may have to include in his tax base
sales that are less than the minimum bracket
even though he’s not permitted to collect
these amounts from the buyer.

Gross receipts taxes are usually measured by
all receipts from sales. This includes gross
receipts from sideline operations such as from
food and drink sold at the drug store’s lunch
counter. Waitress's tips may be included. A
gross income tax generally covers all forms of
income and the tax on sales is only a part of
the tax base. As a rule, there are very few de-
ductions or items excluded from the tax base.
Use and compensating taxes arc practically
equivalent. They're based on the sale or pur-
chase price, or the value of tangible person-
alty sold. Valuation at the actual purchase
price has been allowed. Exclusions from the
tax base may be allowed for such items as
installation charges and transportation
charges separately paid by customers. The
statutes are frequently inconsistent. For ex-
ample, rented tangible personalty from out of
state was valued at the out-of-state retail
price, while used property brought into the
state by the owner was valued at the price it
would have brought at the time imported.
Depreciation of autos used as demonstrators
and otherwise, then sold second-hand, has
been both included and excluded from the
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tax base. Sales and use taxes have shown di-
vergences in their bases though their rates are
the same. For instance, a use lax based upon
value may specifically disallow deductions for
trade-ins, transportation charges, discounts,
or similar items, while allowance may be
granted under sales tax law.

.94 ADMISSIONS, COVER CHARGES,
ETC.

A number of statutes impose tax on admis-
sions to places of amusement or for the use of
them. The tax may apply to admissions
above a minimum amount such as 10</. Speci-
fied admissions may be exempt, such as ad-
missions to events of nonprofit organizations,
school events, plays, or movies. Minimum
cover charges are often included in taxable
receipts. —

.95 BAD DEBTS AND LOSSES.4*)
Many statutes and regulations permit or au-
thorize credit or deduction for tax paid on
accounts or debts found to be worthless. A
condition often imposed for the credit or de-
duction is that the account or debt be found
to be worthless for income tax purposes.
There’s also the requirement that the tax be
repaid if the account or debt is recovered.
Statutes sometimes define "sales” and "gross
receipts” so as to specifically deny deduction
of losses.

.96 CASH AND TRADE
DISCOUNTS—TRADING STAMPS.

Commonly, discounts are excluded from tax-
able sales receipts. However, distinctions may
be made. Discounts that a retailer grants for
the purpose of encouraging prompt payment
on an account, also known as early payment
discounts, may not be excludable. Discounts
after sale may not be allowed as deductions.
Discounts representing a reduction in price—
trade discount, volume discount or cash and
carry discount— are often deductible in com-
puting sales receipts.

.96



Determination of Sales Price

In general, sales and use taxes are imposed on the total sales price ofataxable sale, without
any reduction for costs of labor, raw materials, or other expenses. This rule applies whether
the sale is of tangible personal property or of taxable services. The basis of measuring the
sales or purchase price on which to calculate sales and use tax varies substantially among
the states and often isa disputed subject. The items included in the sales/use tax base usually
are specified in detail in the states' statutes and, therefore, generally are narrowly construed

by the courts.

In most situations, the maximum amount upon which the tax is computed is the amount
of consideration received for the taxable item or service. For example, many states provide
that barter transactions are subject to the tax based on the taxable items or services received
in the exchange. However, the sales price determination with respect to coupons, rebates,
and discounts typically vary with a given state and also among the states. Cash discounts
are generally excluded from sales price subject to tax, if paid by the seller rather than a third
party and if paid as part of the sales transaction; thus, for example, manufacturer rebates
and co-op patronage dividends generally do not reo ce sales price subject to tax. In contrast
to most states, the Pennsylvania regulations provide that an amount representing a discount
allowed for prompt payment that is dependent on an event occurring after the completion
of the sale is included in determining the purchase price for sales and use tax purposes,
while amounts representing on-the-spot cash discounts, volume discounts, store discounts,
wholesaler's or trade discounts, rebates, and store or manufacturer's coupons may be
deducted in computing the tax. Trade-in allowances are treated differently from state to
state: some states impose sales tax only on the difference between the total sales price and
the amount allowed for trade-in, while others impose tax on the total sales price.

Generally, no reduction in sales price is allowed for excise or import taxes paid by the
seller; however, the rules of each state must be consulted, since specific taxes may be given
special treatment. *ole

Sales price subject to tax generally does not include interest charged for credit, at least if
the interest is separately stated. If the debt arising from a credit sale becomes worthless, the
seller is usually gllowed a reduction in taxable receipts or a tax credit or deduction, depend-
ing on the time of worthlessness as well as the reporting period and other specific rules of
the state in question. A debt does not necessarily become worthless merely because the
property sold on credit is repossessed. On the other hand, property (whether sold on credit
or for cash) for which the seller accepts return and refunds the purchase price, thus can-



celling the sale, generally does give rise to a redaction in taxable receipts or a tax credit o/
deduction, although a particular state may impose time limits or other restrictions on suer,
allowances. (See the chart "Sales/Use Tax Refunds" for a state-by-state listing of whether o
taxpayer is permitted a credit, deduction, or refund of overpaid tax in such situations.)

Shipping charges imposed after the sale takes place are often excluded from sales pric:
subject to tax if separately stated. However, fees identified as "shipping and handling” feer
typically are taxable even where the fee relates solely to shipping charges. Sellers shoal-'1
always separately state shipping charges as a protective measure, and the rules of the state
in question should be consulted to see if this exclusion is available. Labor, service o
installations charges, generally are treated similar to shipping charges (i.e., if separate!l
identified on the invoice, many states do not impose sales and use taxes on such charges)

When a transaction involves the provision of nontaxable services in connection with
taxable sale, the charge for the nontaxable services will usually not be subject to tax :
separately stated. When a single charge is made for the entire transaction, most states wi
require a determination of whether: (1) the transaction was primarily a taxable sale with a
incidental provision of nontaxaole services; or (2) primarily the provision of nontaxabl
services with an incidental transfer of tangible personal property. If the change for nonta>
able services is separately stated, sales tax will be imposed on the total charge; in the laitf
case, tax will not be imposed on the single charge but the service provider will be consider?
the end user of the incidental tangible personal property involved, and sales or use tax v.i
be imposed on the cost of such property.

In the case of sales of taxable services, a few states take the position that the servic
provider is liable for the collection of sales or use tax from customers on the total itemise
charges for performing the taxable service, iucluding any expenses incurred by the servic
provider's employees, such as mileage charges, hotel expense, and auto rental charges. (S
Helmel Engineering Prods. Inc., NY Commissioner of Taxation and Finance, TSB-A-92(15
Sales Tax, Feb. 26, 1992 and Texas Comptroller of Public Accounts, Hearing No. 25,57
issued Sept. 25, 1991.)

The following chart is di”ided into three parts for ease of presentadon. The charts deta
various items that are included in the sales price for determinadon of the sales tax Liabilit
and lists items that affect the sales tax price in computing the sales tax liability. These char
highlight the common items drat generally are included in the sales price for sales t;
purposes. We did not ask the states to list every possible inclusion in sales price; thus, d
charts do not exhaust all the possible items that may be required to be included in d
sales/use tax base by each state.

R. Mark Williamson
Foley & Lardner
Milwaukee, Wisconsin



Trends

Most responding states require the inclusion of installation charges, transportation
charges, sales of repossessed property, and labor or service costs in the sales price base.
Some states include these items only if they are not separately stated on the sales invoice.

Very few states allow the sales price to be reduced for other taxes, such as tobacco or
federal gas taxes. However, the federal luxury tax, which is imposed on the retail sale or
lease of certain luxury items, generally is excluded from gross proceeds when calculating
the sales and use tax. Trade-in allowances reduce sales price in most states although many
states specify the type of property that this subtraction applies to.

In the case of manufacturers' coupons and rebates, the majority of states require the
amount of the coupon or rebate to be included in the sales price base.
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| £ Delta Westem

TV ALASKA'S PETROLEUM DISTRIBUTOR

April, 11, 1997

Representative Gary L. Davis
State Capitol
Juneau, Alaska 99801

Re: House Bill 239

Dear Representative Davis:

Thank you for your initiative in introducing House Bill 239 in to the
Alaska House of Representatives. Delta Western, as one of the largest
independent fuel distributors in the State of Alaska, welcomes the
opportunity to comment on this proposed legislation. As we
understand it, HB 239 would enable fuel dealers to receive credit from
the State of Alaska for fuel taxes paid to the State on fuel sold on
credit, but not paid for by purchasers who subsequently declare
bankruptcy or render their debt worthless.

House Bill 239 seems to us to be positive, reasonable legislation. To
pay fuel taxes on fuel not paid for by the customer adds insult to
injury. The fuel dealer is already taking a significant loss on the bad
debt, to pay fuel taxes on top of that exacerbates the problem. HB 239
will provide some relief from this significant predicament. Also within
the bill, there seems to be adequate provisions for documentation of
losses, limiting claims to sales over $500, and specific time and
circumstance limitations.

Therefore, Delta Western wholeheartedly supports the spirit and
content of House Bill 239. Ifthere are additional comments or input
we can offer to make H.B. 239 more workable, we would be happy to
provide them.

Thank you for calling our attention to this matter. If there are
additional questions that arise where we can be of help, please do not



Representative Davis
page 2

hesitate to call me at the above number or contact Ray Gillespie who
represents us in Juneau at (907) 463-3375.

Sincerely,

Lawrence J. S6riano
Executive Vice President

cc: Ray Gillespie, Juneau
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February 6, 1998

Ray Gillespie
Gillespie & Associates
318 Fourth Ave.
Juneau, Alaska 99801

Re: House Bill 239

Dear Ray:

Delta Western Fuels, as one of the largest independent fud distributors
in the State of Alaska, welcomes the opportunity to comment on
proposed legislation in House Bill 239. As we understand it, HB 239
would enable Alaska fuel distributors and dealers to receive credit on
motor fuels taxes from the State of Alaska for fuel taxes paid to the
State on fuel sold on credit, but not paid for by purchasers who
subsequently declare bankruptcy or render their debt worthless.

House Bill 239 seems to us to be positive, reasonable legislation. To
pay fuel taxes on fuel not paid for by the customer adds insult to injury.
The fuel dealer is already taking a significant loss on die bad debt, to
pay fuel taxes on top of that exacerbates a serious problem. HB 239
will provide some relieffrom this significant predicament. Also within
the bill, there seems to be adequate provisions for documentation of
losses, limiting olaims to sales over $500, and specific time and
circumstance limitations.

Therefore, Deha Western wholeheartedly supports the spirit and
content of House Bill 239. [fthere are additional comments or input
we can offer to make HB 239 more workable, we would be happy to
provide them.
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Thank you for calling our attention to this matter. If there are
additional questions that arise where we can be of help, please do not
hesitate to call me at the above number.

Sincerely,

Lawrence J. Sdnano
Executive Vice President
Delta Western Fuels
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I February 24, 1998

|| The Honorable Gay L. Davis
| Alaska State LegisInture

J State Capitol

1 Juneau, AK 9981!

|; :x«; House Bill No. 239
(¥

i Oear RepreebwwiH9eeie,

4 On behalfof Petro Marine Services, | want to thank you for taking the initiative in sBpnsorlng House
~QilINo. 239. Petr3Marine Services is strongly supportive o f this legislation. This bill would allow
Ij fuel dealers to row ive a nonn:fundable credit for fiocl taxes paid to the state on fUel sold on credit, but
|. ultimately not pak by purchasers who subsequently declare bankruptcy or render their debt worthless.
Il

I Alaska's motor fu l tax is an excise tax designed ultimately to be paid by the consumer or user of the
i fuel. For admiiusintive reasons, state law requires the tax to be collect*d and paid by the motor fuel

r dealer at the time Refuel is sold or transferred. This transaction usually occurs at the wholesale level
5} with businesses thv subsequently resall the fuel to the consumer or user of the fuel.

> 1

Il In commercial trainMictions of this nature, it is customary and typical to extend reasonable credit terms
I which may result r.a deferral or delay in the collection of both the deb; and the motor fuel tax by the
{; dealer. In'some cutes, the debt may become wholly or partially worthless because of a binkmptcy

filing or other reai <fs.

1 . . : : .
" House Bill No. 239 would allow motor fliel dealers in these cases to receive a nonrcfundable credit in
»anamount equal t>the tax previously remitted to the state. The credit vould be applied a(T;alnst
. subsequent tax lia3ilitics only, and could only be taken for sales with a total tax liability of S500 ot
j: more. Please note hat a conforming amendment is needed to clarify that the proposed floor of $500
mshould apply to one or more transactions in the aggregate per business mtity.

. This legislation sjreifies that dealers may only apply for a bad debt credit by fiIin% written proofof the
» bankruptcy petitkr, or following reportln% the debt as worthless or patdall¥ worthless on the dealer’s

J federal inoome fas. return. It is our understanding that man%/ states and local governments similarly
|* authorize credits <i deductions for taxes paid on accounts that an later found'to be worthless.

fH3ITD « fa UOWI240M7

ahmooramwmcCs company
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‘A question.,pto.— M i Hiche, who represent, u,
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l. ..
I; Sincerely,
lo J.4i0n

| Oale R. Lindsey, Prisideot & CEQ
| HARBOR EKfEPI'RISES, INC-

PIVRO MARIHI SERVKIS
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