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CS F O R  H OU SE B ILL NO. 243(TRA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TW ENTY -FIRST LEGISLATURE - SECOND SESSION

BY THE HOUSE TRANSPORTATION COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE TRANSPORTATION COMMITTEE BY REQUEST

A BILL

F O R  AN A CT EN TITLED

"An Act relating to taxes on m otor fuel used in o r on boats an d  w aterc ra ft; and

providing for an  effective d a te ."

BE IT  EN A CTED  BY T H E  L E G ISLA TU R E OF T H E  ST A T E  O F  ALA SK A :

* Section 1. The uncodified law of the Slate of Alaska is am ended by adding a new 

section to read:

PURPOSE. It is the purpose of the legislature to encourage m unicipalities to assume 

Tesponsibility for port and harbor facilities within their boundaries tha t are currently 

maintained by the state and to impose taxes on motor fuel used in or on boats and watercraft 

to produce revenues to m aintain those port and harbor facilities.

* Sec. 2. AS 29.45 is am ended by adding a new section to read:

A rtic le  5A. M unicipal M otor Fuel Tax.

Sec. 29.45.750. T ax  on tran sfe rs  o r consum ption o f m o to r  fuel used  in o r  

on boats a n d  w a te rc ra f t.  A municipality may levy and collect a tax o f three cents 

a gallon on m otor fuel
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(1) sold or transferred within the municipality that is to be used in or 

on boats and watercraft of all descriptions; or

(2) consum ed by a user in or on boats and w atercraft o f all

descriptions.

* Sec. 3. AS 43.40.010(a) is amended to read:

(a) There is 1 .vied a tax o f eight cents a gallon on all m otor 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 o f all descriptions

is

(A) in a qualified  m unicipality  th a t levies a ta x  o f  th ree  

cents a  gallon specifically on the sale o r  transfer of m o to r fuel used  in an d  

on w a te rc ra ft, tw o [FIVE] cents a gallon: fo r p u rp o ses  o f th is 

su b p a ra g ra p h , a qualified m unicipality  is one

fi) th a t has assum ed possession o f  an d  responsib ility  

fo r operation  and  m ain tenance of all sta te  p o rt an d  h a rb o r  facilities 

w ith in  its boundaries except those ow ned hv a pub lic  c o rp o ra tio n  

o f the sta te  o r  owned bv a state agency and  used for s ta te  purposes;

(ii) w ithin w hich the state  does no t re ta in  o p e ra tio n  

o r  m ain tenance  responsib ility  for p o rt o r  h a rb o r  facilities except 

those p o rt o r  h a rb o r  facilities owned hv a  public co rp o ra tio n  o f  the 

s ta te  o r  ow ned hv a  s ta te  agency an d  used fo r s ta te  p u rp o ses : o r

(iii) w ith in  w hich the  sta te  has n ev er had p o r t  o r  

h a rh o r  facilities o r  operation  o r  m aintenance-responsibH itv fo r p o rt 

o r  h a rb o r  facilities:

fB) except as p rov ided  in (A) of th is p a ra g ra p h , five cents

a ga llo n ;

(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,
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(A) in an area and during the months in which fuel containing 

alcohol is requir id to be sold, transferred, or used in an effo rt to attain air 

quality standards for carbon monoxide as required by federal o r 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) o f this 

subsection;

(B) notwithstanding (A) of this paragraph, through June 30, 

2004, the tax on m otor fuel sold or otherwise transferred w ith in  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 volum e, has been 

produced from the processing of lignocellulose derived from  wood, and 

was produced in a facility that processes lignocellulose from  wood, 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 

o f the facility 's processing of lignocellulose from w ood; or

(ii) is at least 10 percent alcohol by volum e, 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 o f  tax applies to motor fuel sold or transferred that contains 

alcohol that was produced only during the first five years o f the 

facility's processing o f alcohol from waste seafood.

* Sec. 4. AS 43.40.010(b) is am ended to read:

(b) There is levied a tax o f  eight cents a gallon on-all-m otor fuel consum ed 

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 w atercraft o f all descriptions

is

(A) in a qualified municipality that levies a tax of three 

cents a gallon specifically on the user's consumption of m otor fuel used in
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and on w ate rc ra ft two [FIVE] cents a gallon: for purposes of this 

subparagraph, a qualified municipality is one

(i) that has assumed possession of and responsibility 

for operation and maintenance of all state port and harbor facilities 

within its boundaries except those owned by a public corporation 

of the state or owned by a state agency and used for state purposes: 

fii) within which the state does not retain operation 

or maintenance responsibility for port or harbor facilities except 

those port or harbor facilities owned bv a public corporation of the 

state o r owned bv a state agency and used for state purposes: or 

fiii) within which the state has never had port or 

harbor facilities or operation or maintenance responsibility for port 

or harbor facilities:

(B) except as provided in fA) of this paragraph, 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) in an 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 m otor 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) o f 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 volum e, has been 

produced from the processing of lignocellulose derived from  wood, and
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was produced in a facility that processes lignocellulose from wood, but 

this reduction in the rate o f tax applies to motor fuel consum ed by a 

user that contains alcohol that was produced only during the first five 

years o f the facility's processing o f lignocellulose from  wood; or

(ii) is at least 10 percent alcohol by volum e, has been 

produced from the processing o f waste seafood, and w as 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 o f the 

facility's processing o f alcohol from waste seafood.

* Sec. 5. This Act takes effect July 1, 2000.
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! P.O. Box 2411
: Seward, AK 99664
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January 24, 2000

D ear Representative Halcro;

The members o f the Seward Boat Owners Association will actively support bills that 
will transfer 80% o f the M arine M otor Fuel Tax back to com m unities that own their 
own harbors -  provided that funds are used for harbor m aintenance.

The legislature has historically appropriated 83% ' o f the M arine M otor Fuel Tax to 
capital works projects in the harbors o f A laska. The m oney has been used to fund 
m ajor maintenance projects. The remaining 17% has been used to cover 
adm inistrative costs and fund D O T & PF’s critical Coastal Engineering Section.

As local com m unities have taken over ow nership o f the harbors from  the State, they 
m ust also have access to the revenue stream  that has provided for the m ajor 
m aintenance o f those harbors.

The members will actively support legislation that accom plishes this. Elem ents 
critical to our support include:

A  proviso that the money transferred to the local com m unity be used 
exclusively for harbor maintenance. Craft this provision such that it is not in 
the intent section that is traditionally vetoed by the Governor. This proviso is 
critical to our m em bers’ support o f any bill.

M ake the funds available to all com m unities that own their own harbors, not 
ju s t to com m unities that have taken ownership o f a S tate harbor.

Transfer a m inim um  of 80% of the M arine M otor Fuel tax generated by a 
com m unity back to that community.

.

Source, DOT&PF and LB A  .....................................................................................
Seward Boat Owners Association, Inc..
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Currently the drafts o f HB 243 and SB 178 do not include these provisions. W e will 
be happy to work with the drafters o f the final bills to craft these provisions such 
that our members could actively support the bills.

Sincerely,

Jam es Collman 
President
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Section 3 (A ).... A qualified municipality is one
1. that has adopted municipal legislation that dedicates these revenues to be 

used in their harbors
ii (same as current i);
iii (same as current ii) but add, "or" at the end;
iv that owns all harbors within its boundaries;



1 FISCAL NOTE
STATE OF ALASKA
2000 LEGISLATIVE SESSION
Revision Date/Time (Note if correction) ______________
Title Marine Fuel Tax for Harbor Maintenance

B ILL NO. HB 243

Dept. Affected 
[BRU
Component

Revenue
Revenue Operations 
Income and Excise Audit

Sponsor
Requester

House Transportation Committee By Request
House Transportation

Expenditures/Revenues

Component Serial No. 

(Thousands o f Dollars)

113

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

IOTAL OPERATING ** ** A* ** **

|CAPITAL EXPENDITURES" 
CHANGE IN REVENUES (~ 
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Progiam Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL »» ** ** **

Estimate of current year (FYOO) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if  necessary)

** The Departm ent o f R evenue  be lieves that in its current form th is bill is  adm in istrative ly unw orkab le (see bill ana lysis).
Consequently, w e  have not included any cost or revenue num bers. However, w e have inc luded  an ana lys is o f the m axim um  decrease  
to the state if the te chn ica l d ifficu lties w ere resolved.

Prepared by 

Division 
Approved by 
Commissioner

Agency

Brett Fried, Economist and Carl Meyer, Chief of Appeals Phone 465-3682 or 465-2343

Income and Excise Audit Date/Time January 26, 2000

Wilson L. Condon Data January 26, 2000

Department of Revenue

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

Page 1 ofJJ_
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Marine Fuel Tax for Harbor Maintenance 
HB 243
January 26, 2000 
Page 2 of 3

Bill Analysis

Section 1 o f  the bill expresses a legislative intent to encourage municipalities to  assume 
responsibility for harbors within their boundaries and to impose municipal m otor fuel taxes 
to maintain those harbors.

Section 2 amends AS 29.45 by authorizing municipalities to impose taxes on m otor fuel.

Sections 3 and 4 amend AS 43.40.010(a)-(b) to allow a municipal m otor fuel tax on fuel 
used in o r on watercraft to  reduce the corresponding state 5 cent tax by a maximum o f  3 
cents. The reduction in the state m otor fuel tax rate extends to  sales arid consumption 
within a qualified municipality. A qualified municipality is one that has assumed all 
responsibility for operation and maintenance o f  state harbors within its boundaries.

Section 5 provides that the bill is effective July 1, 2000.

The departm ent is very concerned with the practical aspects o f  administering a m otor fuel 
program  where the state and municipal taxes on one gallon o f  m otor fuel may attach at 
different points. It is also possible that municipalities may define m otor fuel differently 
from the state definition, and the bill does not address refund situations. Overall, the bill 
as drafted fails to  achieve conformity between the state and municipal tax systems, both in 
substance and procedurally such as with establishing filing and payment periods, and will 
create extensive and perhaps insurmountable problems for the departm ent in trying to 
reconcile whether a particular gallon o f  fuel qualifies for a reduction and in what 
municipality.
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FY 99 ACTUALS* _________________

ALASKA DEPARTMENT OF REVENUE
Income and Excise Audit Division

GALLONS REVENUE
G A S D IESEL T O T A L G A S D IESEL TO TAL

Taxable Gallons (@ $.05/gallon) 10,204,183 122,165,135 132,369,318 $510,209 $6,108,257 $6,618,466

* Those numbars are preliminary unreconciled estimates. Additionally, because of timely filing credits, timing differences and the exclusion of off-highway gallons, FY 99 calculated revenue will not correspond exactly to
the amount of revenue recoived In FY 99.

■»

**Maximum Projected Decrease to the State
PROJECTED REVENUES

FY  2001 FY  2002 FY  2003 FY  2004 F Y  2005 FY  2006

State Revenue @ $.02/gallon (@95% gallons) 2,515,017 2,515,017 2,515,017 2,515 ,017 2,515,017 2,515,017
State Revenue @ $.05 Gallon (@5% gallons) 330,923 330,923 330,923 330,923 330,923 330,923
Total Projected Revenue $ (6,618,466) $ (6,618,466) $ (6,618,466) $ (6,618,466) $ (6,618,466) $ (6,618,466)

Maximum Projected Decrease to  State $ (3,772,526) $ (3,772,526) $ (3,772,526) $ (3,772,526) $ (3,772,526) $ (3,772,526)

A ssu m p tio n s  in c lu d e  the fo llow ing: (1) m arine fue l con sum p tio n  rem a ins at the FY  99 level, 2) co m p lia n ce  w ith  the m arine fue l sta tu tes rem a ins the 
sam e, (3) a li com m u n it ie s  that can  take advan tage  o f  the lo ca l tax op tion  d o  s o  and (4) f ive  pe rcen t o f tota l fu e l is  so ld  In unorgan ized  com m unities. 
A lthough  the genera l trend in m arine g a llo n s  has been dow n from  F Y  93, it appears that the trend dow nw ard s leve led  o ff In F Y  98 and  Increased s lig h tly  

in FY  99.____________________________________ ______________ ___________________________________________________________________________________________
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