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COMPONENT SERIAL NO.

ExpenditurosfRevonues:

(Thousands of Dollars)

OPERATING EXPENDITURES FY 99
PERSONAL SERVICES 42.0
TRAVEL

CONTRACTUAL 4.0
SUPPLIES 1.0
EQUIPMENT 5.0
LAND & STRUCTURES

GRANTS. CLAIMS 0.0
MISCELLANEOUS

TOTAL OPERATING 52.0
CAPITAL EXPENDITURES

CHANGE IN REVENUES (GF) 4,380.5
FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF 52.0
1001 CBRF

1048 University of AK receipts

Other

TOTAL 52.0
Estimate of any currentyear cost S 0.0
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TEMPORARY
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DEPARTMENT OF REVENUE

Income and Excise Audit Division

HB 278

Marine Motor Fuel Tax
March 30, 1998
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OPERATING EXPENDITURES

Quialified dealers currently report each month their motor fuel activity on a statewide basis and
do not report the locations of their fuel sales. This bill would add new reporting requirements for
qualified dealers by requiring them to report marine fuel sales by location. Location information
would be required for the department to share taxes with municipalities.

This bill may cause new reporting requirements for persons other than qualified dealers, such as
fuel resellers, if they sell fuel in a location different from where they purchased it. Resellers do
not currently report to the department because motor fuel taxes attributable to their fuel
purchases are covered under their qualified dealer’s return.

This bill would require that the department data capture the additional information reported on
monthly returns filed by qualified dealers and resellers. Reports from resellers will cause
additional workload because the department will have to track movement of fuel to different
locations and make accounting adjustments to records of each of the affected municipalities.

This bill would require an additional position, Accounting Technician I, range 12 located in
Juneau, to process returns and account for marine fuel tax information by municipality. The
position would be responsible for verifying that the tax was collected, compiiing tax data by
municipality, reconciling tax revenue and issuing warrants to municipalities at the end of each
fiscal year. Since this would be a new filing requirement for dealers and resellers, additional
funds would be needed in FY 99 to inform them of new requirements and print new forms.
There would be a one-time cost in FY 99 for computer equipment and office furniture for the
new position.

The department would share revenue collected from the 30 tax rate increase. This amount is
reflected as an operating cost under “Grants, Claims”. The initial sharing would take place in
FY 00 for revenues collected in FY 99.

REVENUE

Based on FY 97 marine fuel consumption data (146,017,300 taxable gallons), the 30 per gc'lon
increase would generate $4,380.5 (146,017,300 x .03).
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BILL ANALYSIS

Sections | and 3 amend motor fuel statutes (AS 43.40) to increase the motor fuel tax rate on
marine fuel from 50 to 80 per gallon.

Sections 2 and 4 amend provisions in ch. 127, SLA 1994, which provides for conditional
amendment of motor fuel tax rates, by increasing the motor fuel tax rate on marine fuel to 80 per
gallon consistent with sections | and 2.

Section 5 amends AS 43.40.010(c) to make technical changes relating to filing motor fuel tax
returns.

Section 6 amends AS 43.40.010(f) to provide that the 30 per gallon increase (37.5%) may be
appropriated to municipalities which own and operated water and harbor facilities. The balance
of proceeds (from the 30 per gallon increase) not appropriated to municipalities may be
appropriated for water and harbor facilities in the state.

Section 7 amends AS 43.40 by adding a new section which provides for detail that would be
required on motor fuel tax returns.

Section 8 amends AS 43.40 by adding a new section to specify how revenue from the 30
increase would be refunded to municipalities. Municipalities in the unorganized borough or
boroughs that do not exercise responsibility for water and harbor facilities will get all of the 30
increase from revenue collected in the municipality. For municipalities in a borough that
exercises responsibility for water and harbor facilities, the 30 increase collected in the
municipality would be split 50/50 with the borough. This section provides for a phase-in of the
50/50 split for boroughs which incorporate after the effective date of this bill.

Sections 9 and 10 provide for conditional effect of section 2 and 4 of this bill.

Section 11 provides for an effective date of July 31, 1°/~7.
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Sponsor Statement

HB 278

Representative Carl Moses

"An act imposing a reporting requirement on certain sales, transfers, and consumption or
uses of motor fuel, increasing the motor fuel tax on motor fuel used in and on watercraft,
and authorizing payment of a portion of that tax as refunds to municipalities; and providing
for and effective date.”

Similar to the version vetoed by the Governor two years ago, HB 278 would increase the
motor fuel tax from 5 to 8 cents a gallon; and in the process, would provide much-needed

revenue for local governments to use towards port and harbor facility needs.

HB 278 contains language to providing legislative intent to share tax revenues with
municipalities whom aquire title to state-owned port and harbor facilities. This will serve as
an incentive for local governments to assume responsibility for ports and harbors.

There are over 140 ports and harbors in Alaska which service regional hubs and support a
variety of resource related industries including fisheries, transportation, commerce and
recreational needs. The current 5-cent per gallon tax generates about S8 million per year but
in the last 10 years only about halfof the total amount has been appropriated for water and

harbor facilities.

In 1991, the Ports and Harbor Task Force identified over 8250 million in deferred
maintenance projects. The Department of Transportation and Public Facilities has since
upped that estimate and has said publicly that more money is needed to upgrade and repair
existing facilities. HB 278 allows mariners to tax themselves and to be in a position to

receive badly needed funds in return.
For further information please contact my staff Bryce Edgmon. at 4451.
CEM/bc
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HB 278 -Sectional Analysis

"An Act imposing a reporting requirement on certain sales, transfers, and consumption or
uses of motor fuel, increasing the motor fuel tax on motor fuel used in and on watercraft,
and authorizing payment of a portion of that tax as refunds to municipalities; and providing
for an effective date."”

Section 1.

Increases the tax for watercraft of all descriptions in 43.40.010, from 5 cents to 8 cents a
gallon.

Sections 2-4.
Technical language addressing section 1

Section 5:

Amends 43.40.010 (c) and establishes tax return and filing requirements under new section
43.40.75.

Section 6:

Establishes in the special watercraft fuel tax account the guidelines lor the legislature to
appropriate proceeds equal to 37.5 percent of the marine fuel tax, to municipally owned and
operated water and harbor lacilities. The proceeds would also be appropriated tor new or

expanded lacilities constructed by municipality but only if a plan has been submitted and
certified by DOTPF and Dept, of Revenue.

Section 7:

Adds new section 43.40.075, which creates the tax return filing requirements for the motor
fuel tax by a form prescribed bv the department.

Section 8:

Adds new section 43.40.150, which establishes conditions for the commissioner to exercise
refunds to municipalities within a borough il the borough docs not exercise responsibility for
water and harbor facilities and to each city’ located within a borough.

Section 9:

Establishes conditional effects regarding sections 2 and 4.

Sections 10 & 11:

Technical language.



Harold Mocaer must be perfectly
matched to his job. Not only does he
love boating, but since 1994 he has
been the Alaska State Harbors
Engineer. Raised on the waterfront.
he graduated from Ketchikan High
School in 2969, and says, ‘1'ue
always been Intrigued by the whole
process of boating." The registered
professional civil engineer skippers a
26fooi, diesel-powered boat with his
wife and their three children as often
as possible. After graduating in 1969
from the University of Alaska in
Fairbanks with a degree in civil engi-
neering and engineering science.
Uoeser was hired hy the Alaska
Department of Transportation and
Public Facilities (DOT/PF). Today,
Uoeser provides oversight and pro-
gram direction, establishes goals.
prepares reports and plans for the
Harbors Program. recommends pro-
jects for submission to the Capital
Budget, and helps the Commissioner
in the areas of ports, harbors, and
waterways.

Q. Maritime aciivtly in Alaska could
Increase by -10% by Hie year 2010. (.'tin
our [[tﬁrts and liarltors accommodate thin
yrotrth?

A. lihink (hat Is a pretty good esti-
mate, and it's going to be a struggle. We
are facing this growth with no concerted
or programmatic effort to make sure the
State's ports or harbors can keep up.

Q. What are the major problems fac-
ing Alaska's system aj ports and har-
bor:t?

A. Maintaining existing Infraslruc-

by Steve Morghelm

ture and keeping It In reasonably good
condition. Some harbors are well up on
the "needs* list because of their condi-
tion. but DOT/PF Is currently unable to
fund repairs and replacements for them.
For the long haul, the challenge IsJust to
keep up with a sustainable growth rate.

Q. Is there a dlliference hctuxvn a
port and a harbor?

A. A port generally accommodates
movement of people and goods, and its
users are primarily larger, commercial
operators. A harbor, on the other hand,
provides boaters with safe haven, secure
moorage, and access to transportation,
repairs, and other services.

Q. WIliat is the larfiest (ion and liar
Itor in Alaska?

A. Anchorage Is the largest cargo
port. Based on the number of boat slips.
Sitka Is the largest harbor.

g. Iwiat is the ratio nl minniercinl
cerstts recreational tralfic in most u)
Alaska's [torts and heritors.'

A. A 1992 "boat count"
found that commercial was about 54%
and recreational 46%. The same survey
counted 10.600 boat slips

g. Can DOT/PF lonyxtre the ecu
mimic contribution ol ncreaiionnl to coin
niernal Itoatmr/ acUeitif?

A. Recreational data Is scarce and
lhal makes comparisons difficult.

g. Hole matit/ Aorts and harbors are
there In Alaska?

A. Estimates range as high as 140
locations. DOT/PF has an Inventory of
96 public boating facilities that are con-
sidered to be harbors not ports.

g. WIito owns those 96 public boating
facilities ?

A. The State of Alaska owns 80 of
them while the other 16 arc owned by
local governments.

g. Does DOT/PF currently u/xTate
anti ports or harbors?

A. No. the DOT/PF has never been
In the harbor management business, and
doesn't employ any harbormasters or
port adm Inlstralors.

Q. Do DOT/PF and communities
always see eyeball to-et/eball on how
these public boating facilities should be
maintained and managed?

A. Lack of funds has forced the
State to withdraw from Drovtdlna motor

survey

repairs and replacements. This has
caused some friction and frustration lor
local communities and raised concerns
as to what, ifany. the State's role should
be In the Harbors IVogram.

g. What is DOT/I1rs mission usjar
as i*iris and hnrltttrs an <concernetl?

A. It used to be to provide harbor
facilities (hat supported the commercial
fishing Industry. Today the goals arc to
develop a sustainable and developing
ports and harbors program that compli-
ments the rest of the State's transporta-
tion network. We also are liylng to trans-
fer ownership to local communities.

g. Does the .soife nl Alaska hare a
[tolicy tincumeni in iputle the ilerelopnient
nl its [tans atul hnrltttrs?

A. No. not really. The
Statewide Task Force Proposal
Sustaining Alaska's Ports and Harbors
contained a lot of information and rec-
ommendations. We arc trying to estab-
lish more recognition of how Important
ports and harbors in the "Statewide
Transportation Plan - Vision 2020
Update"” that is being written.

g. lias luililtnil Inr /tons anil harhnrs
tliiiur/ed itrer the past itrenty years.’

1991
for

A. Aficr Statehood, the Hurbors
Program was funded directly by (he
Marine Fuels Tax. When oil revenues

Increased, additional binds were appro-
priated from the General Fund above and
beyond the Marine Fuels Taxes. Today, It
seems that a lot of Marine Fuels Taxes
Just go to pay for bonded Indebtedness
that was created during the Pipeline
Boom.

mautil ttk nA/» |

Is the Marine Fuels Tax still in
operation today?

A. Yes. The 5 cent per gallon tax

today generates about *8 million per



year. The last 10 years only about half of
the total amount has been appropriated
for water and harbor facilities.

Q. When DOT/PF ranks port or har-
bor projects, is tvciglu given for recre-
ational value?

A. No. wc really don't have those

staff eotdal ingInttn, fhtlh Carter and Harvey Smith,
Impact power pedestals at Seward Boat Harbor.

kind of figures: and In truth, the Slate of
Alaska has never built a recreational
boat harbor as a matter of policy.

g. A 1991 Pons and llarlxtrs Task
Force Report Identified over $250 million
in deferred maintenance projects. Is that
still a realistic estimate or has it changed?

A. | think It's gone up. Alaska has
over $180 million dollars Just In harbor
Inventory. We estimate It would require
$70 to $80 million Just to bring that
Inventory up to "as built* condition. If
you add ports Into the equation. | con
definitely believe that $250 million |Is
realistic. And. It grows every year. We
'guesstimate* that for the 96 public
boating facilities. It would require $5.8
million annually to make the repairs and
replacements needed Just to keep their
pilings, floats, approaches, gangways,
utility and electrical systems In "1992
condition.* And that's Just the ‘floating*
stuff and doesn't Include buildings,
uplands, and the water ancillary assets.

8- Is that funding currently being
appropnated?

A. Not recently. However, this year
the legislature did provide $1 million for
deferred maintenance and was support-
ive of the Corp of Engineers projects In
progress. Recent appropriations have
helped communities build new harbors
at Kodiak. Sitka. Ouzinkie. Larson Bay.
and Kake. Also In the pipeline are stud-
ies for expansion at King Cove. Sand
Point. Akutan. Seward. W hittier.
Wrangell, and Unalaska for example.

Q. What aiv the obstacles to the
funding?

A. Probably the biggest obstacle is
Alaska's fiscal crisis. The original strate-
gy for user based funding through fees
and marine fuel taxes has lost Integrity.

8 Are then? any ad hoc groups
attempting tofind a solution to this prob-
lem?

A. | don't get the sense that there
are. There doesn't seem to be a signifi-

cant advocacy out there like you would
have If wc had. for example, an Alaska
Port Authority.

g. lIs then- any sup/xirt Jor the con-
cept of a Alaska Port Authority or
Regional Port Authority?

A. | think it Is a dormant thought.

The communities on Prince of
Wales Island are the only
ones I'm aware of that have
approved a port authority,
and It Is for a ferry operation.
g. Competition creates pres-
sure to keep user fees low
which ifi turn reduces revenue
for maintenance and repairs.
In the long term, that's not
good business. Are Alaska's
Itons and harbors in that cycle
right now?
A.Yes. | think they are. There
Is no doubt that our harbor
system Is under priced and
not charging enough to cover
costs. Some individual harbors are: but.
Ifyou look at the system as a whole It's
not generating enough revenue, and It's
in a downward spiral.

Q. One of the complaints made by
recreational Ixxtwrs is (hat they have to
teait tico or three years In order to rent a
slip nt no/th1 public boating facilities. Do
youforesee anyfactors or incentives that
might shorten that ivait?

A. No. | don't. Sitka Just brought

W hittier Is In the

312 slips on-line.

process of trying to bring another 300 or
so on-line. Kodiak Is also working on
expansion. But In the case of Sitka and
Kodiak. | think most of those slips will
probably go to commercial boats.
Overall, we know that there are about
3.500-3.600 boats on the wait lists
throughout the Stale. Thai's 30% of the
existing capacity nnd demand will
increase as population Increases.

g. what could the marine industry
or recrealionul /waters do to help DOT/PF
achleee Its mission?

A . |l really believe the voice of recre-
ational boating Isn't being heard. If all
boaters could collectively find some com-
mon ground. It would be beneficial.

Q. A h.yisttiiive committee currently
is determining the total amount of
deferred maintenance that exists in the
Slate's public facilities. Will ports and
harlxtrs Ik-included?

A. DOT/PF certainly will make sure
that harbor data is available to the com-
mittee. It will be up to local communities
to provide Information on the ports. It Is
hoped that (he legislative task force will
not overlook (he Slate's harbors and
come up with a good funding plan to pre-
serve this Important Infrastructure along
with public buildings and roads. A good
program would provide $6 million for
preserving existing facilities. To address
expansion or new
$10

every improvement,
project would take an additional
million for the next twenty years. ®



