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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
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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; tne 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 entitled to a credit ifa

sale or transfer results in a tax liability of $500 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 ail 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 o f 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 that are made after
the effective date of the bill.

Section 4 provides for a July 1, 1997 effective date.
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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 30f3

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.

HB239.00C



SENATE FINANCE 0-1«S()768\L.1

COMMITTEE s Glover 1
Amendment Number: | H4K

Bid Number: -HR *K
. g« "
ANENI) REEHTTY,, (-, o0

OFFERED IN THE SENATE
TO: SCS CSHB 239(TRA)
rvLoo*
1 Page 3, line 17 <d<7 1oTPd.
2 Delete "2003" l;o0r  IT-
3

iylo 1k u .j (W wivci



SENATE FINANCE 0-1-S07fi8\L.]

COMMITTEE Glover »
Amendment Number; ' '| H4oK
Bill Number: -H r
SponsdrFx-~~7 7

JjLMANILIfcfcjnrrn

OFFERED IN THE SENATE
TO: SCS CSHB 239(TRA)

Page 3, line 17:
Delete "2003"
Insert '2008"

US* -Hus utircoujMelorl
lvesiovi of cuup.fid |





