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Introduced: 2/5/86
Referred: Finance

Funding Information
General Fund $1,354,088
Other Funds -0 -
$1,354,088
IN THE SENATE BY THE RULES COMMITTEE
SENATE BILL NO. 386
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making supplemental appropriations for ses—
sion expenses of the legislature; and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $1,054,088 is appropriated from the general
fund to the Legislative Council for expenses of the Second Session of the
Fourteenth Legislature.

* Sec. 2. The sum of $300,000 is appropriated from the general fund to
the Senate leadership for expenses of the Second Session of the Fourteenth
Legislature.

*Sec. 3. This Act takes effect immediately 1in accordance with AS 01.-

10.070(c).

-1- SB 386
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MEMORANDUM February 5, 1986

TO: THE HONORABLE AL ADAMS
CHAIRMAN, HOUSE FINANCE COMMITTEE

FROM: Pamela A. /£]roops, Manager
Administrative Services

SUBJECT: FY 86 Session Supplemental

Per your request, attached is a spreadsheet projecting when
the Session Expenses Component will run out of funds.

Unless a supplemental is passed by the legislature ard signed
by the Governor, Session payroll cannot be certified after
4/15/86.

A  total of $1,019,088 wunbudgeted expenditures for FY 86 will
or have hit the Session Component, 1i.e., Special Session costs,
TV coverage, pre-session and interim personal services, and
restoration of the personal services reduction.

PAS :mm
Attachment
Copies to: Senator Don Bennett

Representative Ben Grussendorf

Senator Jan Faiks

Senator John Sackett

Senator Tim Kelly

Representative Mike W. Miller

Warren W. Endicott, Executive Director



8 6 SESSION
FY_85 FY 8 FY_86 FY 86 JULY-
AUTHORIZED ACTUAL  AUTHORIZED JAN EXPD
PERSONAL SERUICES 3,996.4 3,625.3 3,546.9 622.
TRAUEL 97.0 88.0 1594 51.8
CONTRACTUAL 2,133.5 1,758.2 1,370.0 955.4
SUPPLIES 2%4.8 318.3 144.8’ "9
EQUIPMENT 0. 254.6 30. 69.5
TOTAL 6,121.2 6,044.4 5,250.6 1,744,
REMAINING BALANCE 3,506.3
* NOTE:

UN BUDGETED

TOTAL

EXPENSES

2,266.4

EXPENDITURES

3

A OWUT
OPROGHOTT
R OXUT~Io—

41

2. TU COUERAGE CHARGED TO SESSION COMPONENT

CONTRACTUAL

3. RESTORE REDI\lIJCTION IN. PERSONAL SERUICES

10 SESSION COMPONENT
PERSONAL SERUICES

4. PRE-SESSION AND INTERIM PERS
SERUICES COSTS 'IN SESSION

PERSONAL SERUICES

TOTAL UNBUDGETED EXPENDITURES

Q
C

N
0

A

L
MPONENT

224.4

160.6

215.0

1,019.1

COMPONENT

PRYROLL CfINHOT BE CERTIFIED AFTER 4/15X86 WITHOUT SUPPLEMENTAL
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MEMORANDUM January 27, 1986

THE HONORABLE TIM KELLY
CHAIRMAN, SENATE RULES COMMITTEE

THE HONORABLE MICHAEL W. MILLER
CHAIRMAN, HOUSE RULES COMMITTEE

FROM: Pamela A" Scoops, Manager
Administrative Services”

SUBJECT: Session FY 86 Session Supplemental
This is a formal request that vyou introduce legislation for
a supplemental appropriation 1in the amount of $3,354,088 for

the operation of the Legislature.

The FY 86 Session Expenses component was budgeted for a 120-day
session. The Legislature appropriated $5,137.4.

Based on actual to-date <costs, the Session component will run
out of funds before the 120-day session is adjourned if a

supplemental 1is not passed.

Below 1is a breakout of funds necessary for the supplemental
appropriation:

Special Session Costs in Che
Session Component $ 419,044

Pre-Session & Interim Personal
Services Costs in Session Component 214,973

Restore Reduction in Personal

Services to Session Component 160,655
TV Coverage 224,416
Judicial Council SR 5 amended
Re imbursement 35,000
Senate Leadership 300,000
TOTAL $1,354,088
PAS :mm
Copies to: Senator Don Bennett

Representative Ben Grussendorf

Senator Jan Faiks

Senator John Sackett

Representative Al Adanms

Warren 13. Endicott, Executive Director
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TheFINANCE Committee has considered SB 386 am

"An Act making supplemental appropriations for session expenses of the
legislature; and providing for an effective date."”

and recommends:
do pass
do not pass
do pass v/ith attached amendment(s)

no recommendation

replace with ] same title

] new title
and recommends

[ 1 further referral to the Committee

and attaches: letter of intent
first fiscal note
new fiscal note
zero fiscal note

SIGNING DO PASS SIGNING OTHER RECOMMENDATIONS;

Chairman



Introduced: 2/5/86
Referred: Finance

Funding Information

General Fund Btrhi , 432

Other Funds - 0 -
$1,41 1,432.

IN THE SENATE BY THE RULES COMMITTEE
SENATE BILL NO. 386 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
10URTEENT1Y LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making supplemental appropriations for ses-
sion expenses of the legislature; and providing for
an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $1,111,432 1is appropriated from the general
fund to the Legislative Affairs Agency for expenses of the Second Session
of the Fourteenth Legislature.

* Sec. 2. The sum of $300,000 1is appropriated from the general fund to
the Senate leadership for expenses of the Second Session of the Fourteenth
Legislature.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.-

10.070(c) .

SB 386 am
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Introduced: 2/5/86
Referred: Finance

Funding Information
General Fund $1,4lb,432
Other Funds - -
$1,411,432
IN THE SENATE BY THE RULES COMMITTEE
SENATE BILL NO. 386 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making supplemental appropriations for ses-
sion expenses of the legislature; and providing for
an effective date."
BF. IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $1,111,432 .is appropriated from the general
fund to the Legislative Affairs Agency for expenses of the Second Session
of the Fourteenth Legislature.

* Sec. 2. The sum of $300,000 is appropriated from the general fund to
the Senate leadership for expenses of the Second Session of the Fourteenth
Legislature.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

-1- SB 386 am
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Introduced: 2/5/86
Referred: Finance

Funding Information
General Fund $1,354,088
Other Funds -0 -
$1,354,088
IN THE SENATE BY THE RULES COMMITTEE
SENATE BILL NO. 386
IN THE LEGISLATURE OF THE STATE OF ALa SKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making supplemental appropriations for ses—
sion expenses of the legislature; and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $1,054,088 1is appropriated from the general
fund to the Legislative Council for expenses of the Second Session of the
Fourteenth Legislature.
* Sec. 2. The sum of $300,000 1is appropriated from the general fund to
the Senate leadership for expenses of the Second Session of the Fourteenth
Legislature.

*Sec. 3. This Act takes effect immediately in accordance with AS 01.-

10.070(c).-

-1- SB 386
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Date tV f*re d:

FURTHER REF2RRALS:
(Transportation waived 5/12)

DATE: h — 1%~ Qto
The FINANCE Committee has considered Cssg 387(Fin)

"An Act relating to taxation of watercraft motor fuel."

and recommends:
[ 1 do pass
1 do not pass
do pass with attached amendment(s)
J no recommendation

] replace with

[ 1 same title

[ 1 new title
and recommends

L 1 further referral to the Committee

and attaches: ] letter of intent
] first fiscal note
)E] fiscal note

] zero fiscal note

SIGNING DO PASS
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Chairman
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Bill/Resolytion No.. SB 3 Agency Affected: — Revenue
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Approved by Commissioner = T - Date : Z k& K
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Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
10/25/85

Impacted Agency(ies) page. - of



This note estimates marine fuel tax potentially collectable on fuel
purchased out-of-state But used 1n Alaska waters. These estimates have
not been built Into official revenue estimates as many returns for this

usage are iIn appeal status.

The estimate contained in this note was prepared by dividing

potential collections into two parts:

1. Revenues from users whose tax liability could be estimated from
data on the number of trips, average fuel consumption and time
in Alaska waters. Also, for several of these users a full year
return was available. This part of the estimate covered these

major users:

Tankers into and out of Valdez

Crulseships 1n Southeast Alaska

Several large common carriers serving Southcentral Alaska
Several carriers distributing petroleum products for local

use.

Our estimate for these users 1s $2 million annually.



2. Revenues for remaining users. This tax liability 1s more
difficult to estimate because of the diversity of users and the
fact that available returns cover only part of the year. This
estimate would cover many of the common and contract carriers,
freighters hauling raw materials and seml-flnlshed products such

as LNG, fish processors and a variety of other users.

Our estimate for these users 1s $1 million. Because of the

number of users Involved this estimate 1s probably conservative.

Note: The relatively low return 1n FY 86 reflects the fact that
many returns are 1n appeal and may not be resolved this

fiscal year.
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Offered: 3/20/86
Referred: Rules

Original sponsor: Bennett by Request

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 387 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE -SECOND SESSION
A BILL
For an Act entitled: "An Act relating to taxation of watercraft motor
fuel.”
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.40.100 is amended to read:
Sec. 43.40.100. DEFINITIONS. In this chapter

(1) "dealer"™ means a person who sells or otherwise trans-
fers in this state motor fuel upon which the taxes imposed by this
chapter have not been paid;

(@ "motor fuel" means fuel wused in an engine for the
propulsion of a motor vehicle or aircraft, and fuel used in and on
watercraft for any purpose, or in a stationary engine, machine or
mechanical contrivance that [WHICH] is run by an internal combustion
motor; "motor fuel"™ does not include fuel

(A) [FUEL] <consigned to foreign countries;

(B) [FUEL] sold for use in jet propulsion aircraft
operating in flights to foreign countries;

(C) [FUEL] used in stationary power plants operating
as public utility plants and generating electrical energy for
sale to the general public;

(D) [FUEL] wused by nonprofit power associations or
corporations for generating electric energy for resale;

(E) [FUEL] wused by charitable institutions;

(F) that [FUEL WHICH] 1is at least 10 percent alcohol

by volume;

-1- CSSB 387 (Fin)
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(G) [FUEL] sold or transferred between qualified deal-
ers;

(H) [FUEL] sold to federal, state, and local govern-
ment agencies for official use;

) [FUEL] used in stationary power plants that gener-
ate electrical energy for private residential consumption;

) [FUEL] used to heat private or commercial build-
ings or facilities;

(K) [FUEL] used for other nontaxable purposes as pre-
scribed by regulations adopted by the department; [OR]

L) [FUEL] used in stationary power plants of 100 kw
or less that generate electrical power for commercial enterprises
not for resale; or

(M) originating outside of the jJurisdiction of the
state that is brought into the state in fuel storage tanks on _a
watercraft for the purpose of operating that watercraft. one or
more auxiliary engines on the watercraft, or the auxiliarywater-
craft carried by the watercraft;

(3) "qualified dealer” means a person who (A) refines, (B)
imports, (C) manufactures, (D) produces, (E) compounds, or (F) whole-
sales motor fuel, who satisfies criteria for qualified dealers estab-
lished by the department by regulation and who obtains a qualified
dealer®s license from the department;

(4) "user™ means a person consuming or using motor fuel,
who either

A) purchases the fuel out of the state and ships it
into the state for personal use in the state;

(B) manufactures the fuel in the state; or

©) purchases or receives fuel in the state that is

CSSB 387(Fin) —2-



not taxed at the time of purchase or receipt or is taxed at

rate that

is

less than the rate prescribed by AS 43.40.010.

-3- CSSB 387(Fin)

a



Introduced: 2/6/86
Referred: Finance

IN THE SENATE BY BENNETT BY REQUEST

SENATE BILL NO. 387

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to taxation of watercraft motor

fuel."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.40.100 1is amended to read:

Sec. 43.40.100. DEFINITIONS. In this chapter
(€D) "dealer™ means a person who sells or otherwise trans-—
fers in this state motor fuel upon which the taxes imposed by this
chapter have not been paid;
(2) "motor fuel”™ means fuel used in an engine for the
propulsion of a motor vehicle or aircraft, and fuel used in and on
watercraft for any purpose, or in a stationary engine, machine or

mechanical contrivance that [WHICH] 1is run by an internal combustion

motor; "motor fuel"™ does not include fuel

(A) [FUEL] consigned to foreign countries;

(B) [FUEL] sold for use in jet propulsion aircraft

operating in flights to foreign countries;

(C) [FUEL] used in stationary power plants operating

as public utility plants and generating electrical energy
sale to the general public;

(D) [FUEL] used by nonprofit power associations
corporations for generating electric energy for resale;

(E) [FUEL] ustd by charitable institutions;

for

or

(F) that [FUEL vIIICH] 1is at least 10 percent alcohol

by volume;

1- SB 387
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(G) [FUEL] sold or transferred between qualified deal-
ers;

(H) [FUEL] sold to federal, state, and local
government agencies for official use;

) [FUEL] used in stationary power plants that
generate electrical energy for private residential consumption;

) [FUEL] used to heat private or commercial
buildings or facilities;

(K) [FUEL] used for other nontaxable purposes as pre—
scribed by regulations adopted by the department; [OR]

(L) [FUEL] used 1in stationary power plants of 100 kw
or less that generate electrical power for commercial enterprises
not for resale; or

(M) that is brought into the state in fuel storage
tanks on a watercraft for the purpose of operating the water—
craft, one or more auxiliary engines on the watercraft, or the
auxiliary watercraft carried by the water"craft;

(3) "qualified dealer™ means a person who (A) refines, (B)
imports, (C) manufactures, (D) produces, (E) compounds, or (F) whole—
sales motor fuel, who satisfies criteria for qualified dealers estab—
lished by the department by regulation and who obtains a qualified
dealer®s license from the department;

4) "user" means a person consuming or wusing motor fuel,
who either

(A) purchases the fuel out of the state and ships it
into the statefor persona] use in the state;

(B) manufactures the fuel in the state; or

(C) purchases or receives fuel in the state that is

not taxed at the time of purchase or receipt or 1is taxed at a

SB 387 -



rate that is less than the rate prescribed by AS 43.40.010.
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Mr. President
?He eommittee on FINANCE consfwered SB 387

relating to taxation of watercraft motor fuel.

and (a majority of the committee) (the committee) reports it back with

the following recommendations:

[ 1] do pass

[ 1 do pass with attached amendment(s)
[tsf replace with/or adopt CS for S5 3 <f7
[ J », new title 1
same title and recommends
[ 1] and attached a "LETTER OF INTENT" “ [t"NEW FISCAL NOTE
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(] reports it back without recommendation
[ 1 recommends referral to Committee
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STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date

REQUEST FISCAL DETAIL
Bill/Resolution No.: SB 387 S -
Title :  An Act Relacing to laxauion égReacy Affected: _"evH-Dlie

of Watercraft Motor Fuel

Sponsor:  Sen. Bennett moonents -
Requestor|  Senate~h nance Components .

Date of Request: ~ March 1986

EXPENDITURES/REVENUES (Thousands of Dollars)
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY a1

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EXUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL
REVENUE (1,000.0) (3,000.0) (3,000.0) (3,000.0) (3,000.0) (3,000.0
FUNDING :  (Thousands of Dollars)
GENERALFUND
FEDERALFUNDS
OTHER
TOTAL
POSITIONS
FULL-TIME
PART-TIME
TEMPORARY
ANALYSIS :  Attach aseparate page if necessary
Attached
‘AT
Prepared by:  David Tonkov.fch Phone:  465-2173
Division : Revenue/Researeh . N —_ Date: March 3. 1986
Approved by Commissioner: 5 Q_ J J nare- It
Agency : v /N

Distribution (by Agency preparing fiscal%ote)]f
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agency(ies) page ot 10/25/85



This note estimates marine fuel tax potentially collectable on fuel
purchased out-of-state but used In Alaska waters. These estimates have
not been built Into official revenue estimates as many returns for this
usage are 1In appeal status.

The estimate contained 1n this note was prepared by dividing
potential collections Into two parts:

1. Revenues from users whose tax liability could be estimated from
data on the number of trips, average fuel consumption and time
in Alaska waters. Also, for several of these users a full year
return was available. This part of the estimate covered these
major users:

Tankers into and out of Valdez

Crulseshlps 1n Southeast Alaska

Several large common carriers serving Southcentral Alaska
Several carriers distributing petroleum products for local
use.

Our estimate for these users 1s $ million annually.



Note:

Revenues for remaining users. This tax liability 1s more
difficult to estimate because vif the diversity of users and the
fact that available returns cover only part of the year. This
estimate would cover many of the common and contract carriers,
freighters hauling raw materials and seml-flnlshed products such
as LNG, f1sh processors and a variety of other users.

Our estimate for these users 1s & million. Because of the
number of users involved this estimate is probably conservative.

The relatively low return in FY 8 reflects the fact that
many returns are in appeal and may not be resolved this



Introduced: 2/6/86
Referred: Finance

IN THE SENATE BY BENNETT BY REQUEST
¢ SENATE BILL NO. 387 )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to taxation of watercraft motor
fuel.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS A3.40.100 is amended to read:
Sec. 43.40.100. DEFINITIONS. In this chapter

(¢D) "dealer™ means a person who sells or other ;ise trans—
fers in this state motor fuel upon which the taxes imposed by this
chapter have not been paid;

(2) "motor fuel” means fuel used in an engine for the
propulsion of a motor vehicle or aircraft, anu fuel wused in and on
watercraft for any purpose, or in a stationary engine, machine or
mechanical contrivance that [WHICH] 1is run by an internal combustion
motor; "motor fuel"™ does not include fuel

(A) [FUEL] consigned to foreign countries;

(B) [FUEL] sold for use in jet propulsion aircraft
operating in flights to foreign countries;

©) [FUEL] used in stationary power plants operating
as public utility plants and generating electrical energy for
sale to the general public;

(D) [FUEL] used by nonprofit power associations or
corporations for generating electric energy for resale;

(E) [FUEL] used by charitable institutions;

(F) that [FUEL WHICH] 1is at least 10 percentalcohol

by volume;

-1- SB 387
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(6) [FUE!7 sold or transferred between qualified deal —
ers ;

(H) [FUEL] sold to federal, state, and local
government agencies for official use;

QD) [FUEL] used in stationary power plants that
generate electrical energy for private residential consumption;

(@)) [FUEL] used to heat private or commercial
buildings or facilities;

(K) [FUEL] wused for other nontaxable purposes as pre—
scribed by regulations adopted by the department; [OR]

(L) [FUEL] wused 1in stationary power plants of 100 kw
or less that generate electrical power for commercial enterprises
not for resale_i_or _ J . >, -

m u that 1is brought into the state.)in fuel storage
tanks on a watercraft for the purpose of operating .fche: water —
craft, one or more auxiliary engines on the watercraft, or the
auxiliary watercraft carried by the watercraft;

3) "qualified dealer™ means a person who (A) refines,
imports, (C) manufactures, (D) produces, (E) compounds, or (F) whole—
sales motor fuel, who satisfies criteria for qualified dealers estab —
lished by the department by regulation and who obtains a qualified
dealer®s license from the department;

(A) "user" means a person consuming or using motor fuel,
who either

(A) purchases the fuel out of the state and ships it
into the state for pei"sonal use in the state;

(B) manufactures the fuel 1in the state; or

(C) purchases or receives fuel in the state that is

not taxed at the time of purchase or receipt or is taxed at a

387 -2-
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rate that is less than the rate prescribed by AS 43.40.010.

-3- SB 387



ANALYSIS FOR SENATE BILL 387

An Act relating to taxation of watercraft motor fuel

Under current law, a tax -trf-5-eerrts-a-ga-lien is levied on
motor fuel used in and on watercraft of all descriptions.
This bill amends that section of the law which defines

"motor fuel". It would exempt any fuel that 1is brought
into the state in fuel storage tanks on watercraft for the
purpose of operating the watercraft. It would also exempt

fuel to power one or more auxiliary engines of the
watercraft or other auxiliary watercraft carried by the
watercraft.



[)r NP\ & V7 [A RILL SHEFFIELD, GOVERNOR
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BNKIABITJIJMKNT OF pEVKNI- % JPU%E/?\BXELASKA%811—O4OO
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March 20, 1S86

The Honorable Jan Faiks
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

RE: SB 387 Position Paper

Dear Senator Faiks:

At the Ma>xh 4, 1986 Finance Committee meeting you requested this
Department to provide the Committee with the Department®s position
concerning SB 387. As drafted, this legislation will amend AS 43.40 to
exempt from tax any motor fuel iImported into this state in a fuel storage
tank on watercraft when the fuel is to be used by the watercraft.

1. The Department of Revenue recommends the committee reconsider
the need for SB 387 in light of the following factors:

1) The bill will further erode the state"s tax base. He
estimate as many as three hundred businesses will be
relieved from paying their tax, which is estimated to
aggregate S3 million annually;

2) Alaska currently taxes the motor fuel actually consumed
while a vessel 1is in the state"s taxing jurisdiction.
Although our tax law differs from those imposed by
California, Oregon, Washington, and Hawaii, each state
uniformly exempts from tax any fuel consumed outside their
taxing jurisdiction. There is no need to amend our law to
ensure that double taxation is avoided among the states.
Further information concerning these state"s motor fuel tax
laws is included in Addendum "A"™ to this memorandum;

3) Passage of SB 387 would in many instances provide a
competitive edge to out-of-state businesses ever Alaska
based marine transportation companies. For instance, local

barge lines providing freight transportation service to
Southeastern Alaska communities and purchasing fuel
in-state will be required to pay the five-cent Alaska tax,
while a barge 1iine providing essentially the same service
but with connection to Washington will, under SB 387, be
totally exempt from tax on motor fuel purchased in
Washington and used in Alaska;
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4) As drafted, the bill may be construed to allow Ffishermen,
fish processors, drilling rig operators and others to fuel
their vessels in Alaska, transport the fuel outside the
state while fishing, processing or drilling and then bring
the remaining fuel back into the state, thereby creating
the exemption contemplated by SB 387;

5) Finally, current Alaska tax law appears to be
constitutionally sound. States are permitted to tax
businesses engaged in interstate commerce provided Tfour
tests are met. First, the business must have sufficient
contact with the state. Secondly, the tax must be fairly
apportioned between the states. Third, the tax cannot
discriminate against interstate commerce. Fourth, the tax
must be related to services provided by the state. The
motor fuel tax law as currently drafted and administered
passes these four tests.

1. During the hearing, the Committee requested the Department®s
interpretation of how the statute and regulations work to permit the
taxation of the motor fuel ana inaustries iIn question.

The Alaska statutes levy a tax on motor Tfuel sold or transferred
within Alaska, or alternatively consumed by a user in the state, at
various rates. The tax 1is collected by a dealer upon sale or
transfer and is remitted to the Department, as is the case with the
tax upon fuel consumed by a user, by the last day of the succeeding
month. A dealer is defined as a person who sells or transfers in
Alaska previously untaxed Tfuel. A user 1is defined, in part, as a
person consuming motor fuel who purchased it outside Alaska and
shipped it into the state for personal use. AS 43.40.010; AS
43.40.100.

The definition of "user"™ includes a person consuming motor Tfuel
in transit to Alaska. Fuel consumed in transit is considered to be
shipped into the state for personal use. Distinctions concerning
whether the fuel entered Alaska in the cargo hold or in the bunker
are not material since the statute 1is designed to tax personal use in
the state. The tax result should be identical in each case since
fuel 1is consumed in the state.

The references to "sale" and use'" 1indicate that the statute

imposes a combination motor fuel sales or use tax. The 1initial focus
is upon sales or transfers of motor fuel-within Alaska which give
rise to a motor fuel sales tax liability. Alternatively, motor fuel

not sold or transferred within Alaska but rather purchased outside
the state and then consumed here produces a motor fuel use tax
liability.
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The Commerce Clause of the United States Constitution imposes
the requirement that a state tax applied to interstate and foreign
commerce be fairly apportioned and non-discriminatory. Therefore,
the Alaska stature envisions an interstate or foreign commerce
deduction or refund be allowed for all fuel soldor transferred in
Alaska and consumed outside thestate. This absence of a sales tax
liability results in a use tax liability where the tax is determined
by reference to the actual fuel used or consumed within the
Jjurisdiction of the state.

The imposition of the tax on both motor fuel dealers and motor
fuel users has been incorporated in the statute since 1946. Although
the cruiseship and tankership industries were nonexistent at that
time, the primary method of travel and transportation within and
between Alaska and the contiguous United States was by water. With
that i1In mind, we believe the drafters of theseprovisions were aware
that the marine transportation industry would be subject to the law
and a major payer of the tax, especially giventhe lack of roads and
highways in the state at that time.

The Alaska tax system differs somewhat from that of other
states. For instance, the states of Washington, Oregon, California
and Hawaii do not apply a motor fuel tax to bunker fuel taken aboard
watercraft. Motor fuel tax in these states is imposed only on fuel
used in motor vehicles traveling upon state highways. Economic
considerations involving direct competition between the ports of the
states Tfor increased traffic may have resulted in relief from the
motor Tfuel tax on watercraft as a form of tax incentive. The states
are not disadvantaged, however, since the states have comprehensive
and well developed highway systems which attract substantial highway
fuel tax revenues from the increased port activity in addition to the
inherent advantages of having border states and connecting highway
systems.

This is in strong contrast to Alaska and the fact that the
waterways of this state are the basic means for the movement of
commerce to and from the state. In essence, water and air
transportation in Alaska substitute for highways. Other states have
the ability to forego fuel taxes on watercraft because of the highway
revenues. Alaska does not possess that flexibility nor the

e inclination to discriminate against Alaska residents purchasingand
using fuel and who, but for the tax statute, wouldotherwise be
solely responsible for the tax burden.

I1l1. The Committee also requested that we determine if any past
legislative intent could be found which might shed light on this
area. Thus far we have been unable to locate comments, committee
notes, transcripts or tapes of any kind which would reveal a
legislative intent to tax fuel imported for use, rather than sale,
in the state.
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1v. The Committee requested information concerning the Department®s
activities to date with respect to taxing motor fuel used on
watercraft.

Beginning in 1973 the Department of Revenue began development of
its field audit staff. It determined its highest priority to be the
corporate net income tax and in particular the administration of the
multi state corporate income tax, sometimes referred to as the
"unitary" tax. Little audit activity was conducted in any other tax
type (with the exception of oil and gas related taxes) until 1980.

At that time the Department began a systematic review of all its tax
types and conducted compliance related projects on all of them.

In 1980 we began comprehensive review of all in-state motor fuel
dealers and out-of-state suppliers to determine if effective
compliance was being met. Based on the review it became apparent
that statutory amendments and regulations were needed to take care of
claim for refund problems related to exempt purchases of fuel. This
review and the statutory changes made were unrelated to the tax on
imported fuel used on watercraft. With the statutes and regulations
in place, and based upon extensive audits of the major oil companies
selling at the wholesale level in the state, by 1984 we were
confident that the in-state motor fuel industry was in compliance
with the law.

During our review of the major importers of wholesale motor
fuel, our audit staff discovered that the interstate water trans-
portation industry was not purchasing its fuel from these wholesale
importers. This fact indicated substantial revenues were being lost
to the state because of a history of substantial compliance with the
motor fuel tax law by the air transportation industry under the same
provisions of the law. This discovery led to phase Il of our motor
fuel compliance project.

This project began in early 1985. We began by obtaining
information from various state and federal agencies as well as from
the maritime industry itself. On June 3, 1385 we mailed information
request letters to all motor fuel users identified by the project.
As of today eighty tax returns have been received along with
approximately $800,000 tax. The Department is proceeding with
taxpayer appeals through the administrative process to resolve some
of the questions raised regarding the interpretation of the statute.
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Enclosed for your review is a copy of the letter and attendant

enclosures which were originally sent to the marine transportation
industry.

MAN:mlI1
86-68

Enclosures

cc: Members of the Senate Finance Committee



ADDENDUM A

STAJE DESCRIPTION OF MOTOR FUEL TAX LEVY
Washington 6.5cVgallon use tax with optional
county add on of 1.6tf/gallon for
watercraft fuel. Exemption

certificates given for fuel to be
used outside the state.

California 7.0c7gallon sales/use tax on
gasoline used in watercraft. No
diesel tax. Export certificates
given for fuel to be used outside
the state.

Oregon No motor Tfuel taxes applicable to
watercraft.

Hawai i Itf/gallon use tax on diesel used
by watercraft.

Prepared by:
Department of Revenue
Division of Audit
March 20, 1986
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Alaska Department ol Revenue °
Part 3 -Your Files

Audit Dlvjsion MOTOR FUEL TAX RETURN
Pouch SA
Juneau, Alaska 9981t AS 43.40.010

This return is due on or before the last day of the month following the month in which the motor fuel was sold or delivered.

GAVPANY NAVE AND MAILING ADDRESS FOR THE MONTH CF YEAR

January 1986
Example ALASKA BUSINESS LOCATION

Marine Motor Fuel User
FEDERAL EVPLOYER ICENTIFCATION NUVBER

(a) AVIATION (b) AVIATION (c) MARINE (d) MARINE (e) OTHER (f) OTHER
GASOLINE JET FUEL GASOLINE DIESEL GASOLINE DIESEL

GROSS DISTRIBUTIONS (Report all fuel in gallons or fractions of gallons)
i
1 Total fuel sold within Alaska

2. Total fuel you used 1,000,000

3. Other distributions
(Attach explanation)

4. Total gross distributions
(Add lines 1-3 in each column) 1,000,000

EXEMPT DISTRIBUTIONS (Attach schedules 04-543 lor all exempt sales except sales for heating use. See instruction "B" on back.)
5. Qualified dealers

6. Sold for heating use
. Federal government
. State/local government
. Charitable institution
10. Pub. util./non-profit power assoc.

exempt power plant
. Jet fuel - foreign flights
13. Bonded jet fuel
14. Consigned to foreign countries
15. Exported as cargo
16. Gasohol
17. Losses (Attach explanation)
18. Other (Attach explanation)

19. Total exempt distributions
(Add lines 5-18 in each column)

TAXABLE DISTRIBUTIONS (For each column (a) through (f), subtract line 19 from line 4 and enter difference on line 20 below.)

© 00

kB

20. Total taxable distributions 1,000,000

21. Aviation gasoline tax
@ 4' per gallon $

22. Aviation jet luel tax
@ 2V per gallon $

23. Marine fuel tax -
@ 5* per gallon S $ 50,000

24. Other fuel lax
@ 8* per gallon S S

TOTAL TAX (Add amounts Irom

lines 21-24 abOVe)...ccoceuceueecceceeeeeeeen. S 50,000
. . i DEDUCTION FOR TIMELY FILING
ldeclare under penalty of perjury that 1have examined this return, and to (Enter lesser of $100 or 1% ol total tax) . $( 100 . )
the best of my knowledge and belief it is a true and correct return of all
PENALTY . 9% 0

fuel sold or delivered during the month specified.

INTEREST ..ot $ 0
SIGNATLRE DATE TOTAL AMOUNT ..o, s 49.900
X CREDIT (See instructions on back)........ s< )
TITLE (Plcaso Prinl)

NET AMOUNT .o s

051 97D
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Alaska Drymrtmont of Rovonuo Part 1- To Revenuo

Audll Division CLAIM FOR REFUND Part 2 - Your Kilo
Pouch SA Part 3, Schedule A -To Revonuo

Juneau, Alaska 99011 OF MOTOR FUEL TAX

DUE DATE: AIl claims must be filed within one year from the date the fuel was purchased. (AS 43.40.050)
Fool on which refund laclaimed was

Sent] Mifutic] To: (Namo and Address) Uuslntm or Occupation
1 ( ) et purchased: (dates)
Example
i = Fmm. 3/30/85
Marine M<tor Fuel User Business Location (Gity and Siate)
Through: 3/28/86

INSTRUCTIONS:

I. Complete Form 04-545 Invoice Listing. 3. Complete sections I and Il below.

2. Detach and complete Schedule A Statement of Motor Fuel Use 4. Sign and date the claim. Please note that a fraudulent claim Is
Upon Which Refund Is Claimed. This Schedule Is part 3 of this a felony punishable by a maximum fine of $25,000.00 or throe
form. years Imprisonment, or both.

. SUMMARY OF GALLONS PURCHASED AND USED APPLICANT'S USE REVENUE USE ONLY
a. Total gallons purchased as reported on Form 04-545 Invoice Listing 50,000
b. Total gallons used in or in conjunction with a licensed vehicle, no matter
where operated in Alaska, arid marine fuel used inor on watercraft............... 7,530
c. Net gallons used upon which a relund is claimed. (Subtract line (b) from line (a).
This figure must equal the total gallonage reported on Schedule A) .......cccccoceveveneee. 42,470

II. SUMMARY OF AMOUNTS CLAIMED FOR REFUND. Enter the gallons claimed at each refund rate as reported on Form 04-545 Invoice Listing.
Check the box to Indicate the type of fuel. Multiply the Gallons Claimed by the Refund Rale and enter the result in the Refund Claimed column.

GALLONS GASOLINE DIESEL REFUND REFUND REVENUE
CLAIMED RATE CLAIMED USE ONLY
NOTE: The total gallons a. 42,470 X 5 ¢ $ 2,123.50 $
claimed In (g) below b 4 $ $
must equal the total '
gallonage reported on C. 4 S $
Schedule A. d. 4 $ $
e. $ $
f. « $ $
g. Total Gallons Claimed f
Add lines a - f ..o, J
h. Total Refund Claimed. Add liNES @-F......ccociciiiiiiiieccee e $ 2,123.50 $

REVENUE USE ONLY
Adjustments.....ccccoiieiiiiniiiees

Net Amount of Refund................
Claim Paid: / / Warrant Numhnr: Warrant Amount; $

Il. SIGNATURE

Ideclare under penally of perjury that | have examined this claim, and to the best ol my knowledge and belief the luel was purchased on the dates and
In the amounts shown on each invoice, that the fuel was used in the manner set forth and that none ol the fuel on which a tax relund is claimed was
used for operating an internal combustion engine in, or In conjunction with, a motor vehicle licensed to be operated on public ways and that no part of

the tax refund claimed has already been paid.

Signature Printed Nano ol Person Who Signed Titlo Dote

Audited By:
Approved:

Revenue Use Only

REMEMBER TO ATTACH FORM 04-545 INVOICE LISTING, ORIGINAL INVOICES, AND SCHEDULE A.

04 544 (5183)
«Bg7ysrBgama“figngB3



Part 1-Attach to Form 04-544

Part 2 =Your File Alaska Claim for Refund of Motor Fuel Tax

Page_ of
INVOICE LISTING

GASOLINE AND DIESEL GALLONS MUST BE LISTED SEPARATELY FOR THE VARIOUS RATES CLAIMED.
Please read the instructions on back before completing this form.

Name of Applicant: Marine Motor Fuel User Date:
GALLONAGE
DATE NAME OF DISTRIBUTOR ANVOICE Diesel
19 © « © e @ e 0
l*
3/30/85 10,000
12/30/85 10,000
2/15/86 10,000
e i -
2/28/86 ' 20,000
15 -
t.
¢ 1. ti
TOTAL GALLONS 50,000
04545 (589

LJESBSS



EXAMPLE OF FUEL CONSUMPTION INFORMATION IN ALASKAN WATERS FOR
THE CLAIM FOR REFUND OF MOTOR FUEL TAX BY A MARINE USER:

From March 30, 1985 to February 28, 1986 we had five trips 1in
and out of port and 38 days total tie-up time 1in port. Each
trip into or out of port is 1.5 hours on the main engine.

Each 398 Cat. main engine uses approximately 53 gallons/hour at
full speed but cruising at 950 r.p.m. running to and from port
the fuel consumption rate is approximately 23 gallons/hour.

The 3304 auxiliary engine consumes between 7 and 8 gallons for
power while 1in port.

Summary of gallonage used in Alaskan waters (3 mile limit):

Gallonage used running 1in and out of port:
5 trips x 3 hours x 23 gallons/hour x two engines”™ 690 gallons.

Auxiliary engine while 1in port gallonage:
38 days x 24 hours x 7.5 gallons/hour=6840

Total fuel use inside the 3 mile limit Cor this claim period:
690 gallons running + 6840 gallons in port= 7530 gallons
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BILL SHEFFIELD, GOVERNOR
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Date

Watercraft Motor Fuel User

Gentlemen:

Based on information available to the Department of Revenue, we
believe that you are using motor fuel 1in and/or on watercraft
within Alaskan waters.

However, our records indicate that you have not filed motor fuel
tax returns or paid motor fuel tax to the State of Alaska for the
gallons consumed by your vessels. The tax on motor fuel used 1in
and on watercraft of all descriptions is five (6) cents per gallon.

All motor fuel sold, transferred 1in the state or consumed by a user
in the State 1is subject to the motor fuel tax under AS 43.40.010.

Alaska Statute:

AS 43.40.010: Tax on transfers or consumption of motor
fuel and expenditure of proceeds.

(@) There 1is levied a tax of eight cents a gallon
on all motor fuel sold or otherwise transferred
within the state, except that

(@) the tax on aviation gasoline 1is four cents a
gallon,

) the tax on motor fuel used in and on
watercraft of all descriptions 1is five cents a
gallon, and

3) the tax on all aviation fuel other than
gasoline is two and one-half cents a gallon.

(0] There 1is levied a tax of eight cents a gallon on
all motor fuel consumed by a user, except that
(¢H) the tax on aviation gasoline consumed is four

cents a gallon,
@)) the tax on motor Tfuel used 1in and on

watercraft of all descriptions 1is five cents a
gallon, and



3) the tax on all aviation fuel other thai”
gasoline is two and one-half cents a gallon.

(©) Every dealer who sells or otherwise transfer;
motor fuel 1in the state shall collect the tax at )lie
time of sale, and remit the total tax collected during
each calendar month of each year to the Department of
Revenue by the last day of eachsucceeding month.
Ever/ user shall likewise remitthe tax accrued on
motor fuel actually wused by himduring each month. If
the monthly return 1is timely filed, one percent of the
total monthly tax due, limited to a maximum of $100,
can be deducted and retained to cover the expense of
accounting and filing the monthly tax return. At the
time the remittance 1is made, each dealer or user shall
submit a statement to the Department of Revenue showing
all fuel which he has distributed or used during the
month. (Emphasis added)

This tax 1is a user tax. The fuel purchased out of state and used
or consumed within Alaska waters on watercraft 1is subject to the
Alaska Motor Fuel tax. Every user 1is required to remit the tax
accrued on motor fuel imported into the State and used during each
month. Based on our information, we believe you are required to
file a monthly tax return with the Department of Revenue.

I have enclosed Alaska Statutes and regulations governing motor
fuel taxes. Also enclosed are motor fuel tax returns (04-541) with
instructions on how to prepare these returns. We request that you
file these returns for the periods that you have been using motor
fuel within Alaska waters. If you need additional returns or
information please contact this office.

If you feel that you are not liable for these taxes or have any
questions, please contact me within thirty (30) days from the date
of this letter. Failure to respond to this request within thirty
(30) days from the date of this letter may result in taxes,
applicable penalties and 1interest being assessed accordingly, based
on information available.

Direct all correspondence to this office at the above address.

Sincerely,

John Hansen
Revenue Auditor 1V
Audit Division
(907) 465-2343

JH :gf

Enclosures
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ARTICLE 8.

(Reserved)

ARTICLE 9
GENER ,L PROVISIONS

Secion
0. Definrtin

15 AAC 40.900. Definitions. In this ehapter

(1) "charitable institution” means an organization that
is exempt from taxation under Section 501(c)(3) of the In-
ternal Revenue Code;

(2) “dealer” means a person who sells or otherwise
transfers in this state motor fuel upon which the taxes im-
posed by AS 43.40 have not been paid;

(3) “department” means the Department of Revenue;

(4) “ fuel reseller” means a person who sells or other-
wise transfers in this state fuel upon which the taxes im-
posed by AS 43.40 have been paid;

(5) "shrinkage” means loss of volume as a result of
temperature changes;

(6) "user” means a person consuming or using motor
fuel who purchases the fuel out of state or ships it into
the state for personal use in the state, who manufactures
the fuel in the state, or who purchases or receives in the
state fuel that is not taxed at the time of purchase or
receipt or is taxed at a rate that is less than the rate
prescribed by AS 43.40.010;

(7) "timely filed” means received by the department or
postmarked on or before the last day of the month follow-
ing the month motor fuel is sold, transferred, or used;

(8) "watercraft" means a ship, boat, vessel, or other
structure that is capable of being moved in or on water
either under its own propulsion or propelled by another,
craft, including a floating fish-proeessor, a transportation
barge, a drilling ship, and a semi-submersible drilling rig;

(9) “commercial buildings and facilities” means all
buildings and facilities other than single and multiple unit
private dwellings and mobile homes but does not include
watercraft;

(10) “ person” means an individual, firm, partnership,
joint venture, government or military agency, association,
corporation, estate trust, business trust, receiver, or any
group or combination acting as a unit. (Eff. 4/8/82, Reg.
82, am 8/1/82, Reg. 83; am 7/19/82, Reg. 83; am
11/14/82, Reg. 84; am 8/12/84, Reg. 91)

AS 43,05.080 AS 43.40.060
AS 43.40.010 AS 43.40.080
AS 43.40.030 AS 43.40.085
AS 43.40.035 AS 43.40.100
AS 43.40.050 AS 43.40.240

Chapter 40. Motor Fuel Tax.

Sectin

10. Tax on transfers or cotuump-
lion of motor fuel and ex-
penditure of proceeds

30. Refund for nonhighway use

35. Other refunds and credits

50. Refund claim by affidavit

60. Separate invoices

Collateral references. — Am.
Jur. 2d, Stale and Local Taxation,
8§ 616 — 63; 53 Am. Jur. 2d,
Licenses, 58 30, -16 — 58.

Stale tax on or in respect of
goods shipped in interstate com-
merce to consignee for sale on con-
signor’ account without previous
sale or order for purchase, -l
Al.R2d 244.

Loading or unloading interstate
freight in performance of obliga-

Section

70. Refund warrants

80. Examination of books and
records

85. Preservation of books and
records

100. Definitions

merce as regards local taxation, 10
ALR2d 651.

Stale taxation of motor carriers
as affected bv commerce clause, 17
ALR2d 421.

Power of legislature to remit, re-
lease, or compromise tax rlaini, 28
ALR2d 1425.

Financial hardship or inability to
pay taxes as rendering inapplicable
statutes denying remedy by injunc-
tion against assessment or collec-

tion resting upon one other than tion of tax, 65, ALR 2d 550.
interstate carrier as interstate com-

Sec. 43.40.(110. Tax on transfers or consumption of
motor fuel ami expenditure of proceeds, (a) There is levied
a tax of eight cents a gallon on all motor fuel sold or other-
wise transferred within the state except that

(1) the tax on aviation gasoline is four cents a gallon,

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

(3) the tax on all aviation fuel other than gasoline is
two and one-half cents a gallon.

(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 cents
a gallon,

(2) the lax on motor fuel used in and on watercraft of
all descriptions is live cents a gallon, and

(3) the tax on all aviation fuel other than gasoline is
two and one-half cents a gallon.

(c) Every dealer who sells or otherwise tranfers motor
fuel in the stale shall collect the tax at the lime of sale,
and remit the total tax collected during each calendar
month of each year to the department by the last day of
each succeeding month. Every user shall likewise remit
the tax accrued on moior fuel actually used by the user
during each month. If the 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 and filing the monthly
tax return. At the time the remittance is made, each dealer
or user shall submit a statement to the department show-
ing all fuel which the dealer or user has distributed or
used during the month.

(d) [Reeealed. § 3 ch 166 SLA 19/6.]

(c) Sixty per cent of the proceeds of the revenue from



the taxes on aviation fuel, excluding the amount deter-
mined to have been spent by the state in its collection,
shall be refunded to a municipality owning and operating
or leasing and operating an airport in the proportion that
the revenue was collected at the municipal airport. All
other proceeds of the taxes on aviation fuel shall be paid
into a special aviation fuel tax account in the state general
fund. The legislature may appropriate funds from this ac-
count for aviation facilities.

(0 The proceeds from the revenue from the tax on
motor fuel used in boats and watercraft of all descrip-
tions shall be deposited in a special watercraft fuel tax
account in the general fund. The legislature may ap-
propriate from this account for water and harbor facilities.

(g) The proceeds of the revenue from the tax on all
motor fuels, except as provided in (e), (0 and (j) of this
section, shall bo deposited in a special highway fuel tax
account in the state general fund. The legislature may ap-
propriate funds from it for expenditure by the Depart-
ment of Transportation and Public Facilities directly or
as matched with available federal-aid highway money for
maintenance of highways, construction of highway pro-
jects and ferries included in the program provided for in
AS 19.10.150, including approaches, appurtenances and
related facilities and acquisition of rights-of-way or
easements, and other highway costs including surveys, ad-
ministration, and related matters. All departments of the
state government authorized to spend funds collected from
taxes imposed by this chapter shall perform when feasi-
ble, all construction or reconstruction projects by contract
after the projects have been advertised for competitive
bids, except that, when feasible, arrangements shall he
made with political subdivisions to carry out the construc-
tion or reconstruction projects. If it is not feasible for the
work to be performed by state engineering forces, the com-
missioner of transportation and public facilities may con-
tract on a professional basis with private engineering firms
for road design, bridge design, and services in connec-
tion with surveys. If more than 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 he paid into the
general fund and distributed to the proper accounts in
the general fund. Valid motor fuel tax refund claims shall
be paid from the highway fuel lax account in the general
fund.

(i) Within 30 days after the legislature convenes the
Department of Transportation and Public Facilities shall
submit an annual budget covering anticipated revenues
and their expenditure, for lie consideration and approval
by the legislature. The budget shall cover all money col-
lected or anticipated to be collected under tins chapter
for the year following the adjournment of each regular
session of the legislature.

(j) Tire proceeds from the tax on motor fuel used in
snow vehicles and. unless u :ax refund is applied for under
AS 43.40.040, other internal combustion engines not us-
ed in or in conjunction with a motor vehicle licensed to

15 AAC 40.220. Recovery of Erroneous Refunds. The
department will, in its discretion, recover any refund or
portion of any refund which is erroneously made and any
credit or portion of any credit which is erroneously al-
lowed. (EIf. 7/19/82, Reg. 83).

Authority; AS 43.05.080
AS 43.10.032
AS 43.40.080

15 AAC 40.230. Records, (a) A person filing a claim
for a motor fuel tax refund must keep a complete record
in gallons showing

(1) all moto. fuel inventories on hand at the beginning
and closing of the claim period;

(2) all motor fuel purchased or received, showing the
name of the seller and the date of each purchase,

(3) all motor fuel transferred into the fuel supply tanks
of an internal combustion engine that is used in or in con-
junction with a motor vehicle licensed to be operated on
public ways;

(4) all motor fuel transferred into the fuel supply tanks
of an internal combustion engine that is not used in or
in conjunction with a motor vehicle licensed to be operated
on public ways, showing the purpose for which it is used;
and

(5) all motor fuel used for exempt purposes under 15
AAC 40.020(b) with documentation of the specific pur-
pose for which the fuel is used.

(b) A person claiming a motor fuel tax refund must
preserve for three years from the date of filing a claim,
books and records pertaining to all acquisitions and uses
of motor fuel.

(c) Failure to maintain records required by (a) and (b)
of this section for a period necessary to substantiate any
claim filed for that period may be cause for denial of a
refund or for recovery of a refund paid on a claim. (Eff.
7/19/82, Reg. 83; am 11/14/82, Reg. 84)

Authority; AS 43.05.080
AS 43.40.050
AS 43.40.080
AS 43.40.085

ARTICLE 4.
(Reserved)

ARTICLE 5.
(Reserved)

ARTICLE 6.
(Reserved)

ARTICLE 7.
(Reserved)



Tlie Civ.l Air Patrol is et.rnpt
from taxation under the Alas'a
Motor pucl Oil Tax Act bccnuse it
is an instrumentality of the federal
government, but volunteer mem-
bcis of Civil Air Patrol arc not ex-
empt. 1961 Op. Alt’) Gen., No, 26.

See. 43.40.020. Penalty for violation. (Rgealed, § 46
di 13SLA 199. For arimiral pralties, sseAS 3.6 20 ]

See. 43.40.030. Refund for nonliighwuy use. (a) Except
as specified in AS 43.40.010(j), a person who uses motor
fuel to operate an internal combustion engine is entitled
to a refund of six cents a gallon if

(1) the tax on the motor fuel has been paid;

(2) the motor fuel is not aviation fuel, or motor fuel
used in or on watercraft; and

(3) the internal combustion engine is not used in or in
conjunction with a motor vehicle licensed to be operated
on public ways.

(b) The entire tax levied by this chapter shall be re-
funded to the purchaser on that part of the motor fuel
used in a foreign country on which the tax has been paid
when the fuel is sold and delivered in the state for non-
highway use in a foreign country.

(c) The department shall establish the necessary regula-
tions and prescribe the appropriate forms to prove that
the motor fuel is taken to and used in foreign countries.

(d) If a person obtains motor fuel on which the tax
levied by this chapter has been paid and the motor fuel
is exempt from the tax, the person is entitled to a refund
of the lax paid, (8 2 ch 47 SLA 1955; am § 3ch 27 SLA
1957; am § 2 ch 136 SLA 1961; am § 4 ch 158 SLA 1970;
am § 3 ch 124 SLA 1971; am § 4 ch 125 SLA 1971; am
§ 4 ch 116 SLA 1977; am §§ 35, 36 ch 113 SLA 1980; am
§ 5ch 82 SLA 1982)

Effect of amendments, — The The 1982 amendment substitu-
1980 amendment substituted a ref- ted "the tax has been™ for "duty is"
erence to this chapter in subsection in subsection (b).

(b). and added subsection (d).

Sec. 43.40.035. Oilier refut;'1" anti credits, (a) A per-
son who resells fuel on which the tax under AS
43.40.010(a) or (b) was previously paid is entitled to a credit
or refund of the lax if (1) the resold fuel is not motor fuel
and the requirements of AS 43.40.010(1) have been ful-
filled: or (2) the amount of tax pre' iously paid exceeds
the tax due on the resale. The amount of the credit or
refund under this section is equal to tin amount of tax
previously paid on the resold fuel less th; amount of tax
prescribed by AS '13.40.010(a) or (b).

(b) A reseller may elect, with the exf ress written con-

sent of the supplier of the reseller, to leceivc the credit
or refund under this section directly fiom the supplier
rather than by filing a claim for the credit or refund with

signed in quadruplicate by the fuel reseller and by the sup-
plier, The fuel reseller and the supplier must each file one
copy of the election, with original signatures, with the
department. The fuel reseller and the supplier must each
retain a copy of the election, with original signatures, for
audit review by the department. If an election is made
under this section, it may not be revoked without the ex-
press written consent of the supplier.

(d) A claim for refund or credit must be filed within

one year after the date of the sale as shown on the in-
voice issued by the claimant. Failure to file within the one-
year period waives the right to a refund or credit. The
claim must include the name, address, and occupation of
the applicant, the nature of the business of the applicant,
and a description sufficient to identify the basis for the
refund or credit. A claim for refund must be supported
by copies of the original invoices issued to the claimant
and copies of certificates of use obtained under 15 AAC
40.030. A claimant qualifying as a charitable institution
under 15AAC 40.900(1) must submit with
for refund a copy of its Internal Revenue
mination unter. A claimant that has had its tax-exempt
status denied by the Internal Revenue Service is not eligi-
ble for a motor fuel tax refund as a charitable institution.
(Eff. 4/8/82, Reg. 82; am 8/1/82, Reg. 83; am 7/19/82,
Reg. 83; am 11/14/82, Reg. 84; am 8/12/84, Reg. 91)
AS 43.05.080 AS 43.40.035
AS 43.40.010 AS 43.40.050
AS 43.40.030 AS 43.40.060

15 AAC 40.110. Additional Tax Due for Sales of Diesel
Fuel Not Used for Heating Purposes. Repealed 11/14/82.

ARTICLE 3. TAX REFUNDS AND CREDITS
FOR FINAL USER

Section Section

200. Refunds on cctlain uvcv of 220. Recovery of erroneous
motor fuel rctumls

210. Requirements for filing 230. Records
claims for refund of moior
fuel lax

15 AAC 40.200. Refunds on Certain Uses of Motor
Fuel, (a) If a person uses motor fuel in an internal com-
bustion engine and the motor fuel tax of eight cents a
gallon has been paid but that fuel is not used in, or in
conjunction with, a licensed motor vehicle, as aviation
fuel, or in or on watercraft, that person is entitled to a
refund of six cents a gallon.

(b) If a person purchases fuel upon which the motor
fuel tax has been paid and uses the fuel for tax-exempt
purposes as described in 15 AAC 40.020(b), that person
is entitled to a refund of the lull amount of lax paid if
that person has not signed a certificate of use stating that
the fuel that was purchased was not intended lor use as
motor fuel.

(c) If a person purchases motor fuel upon which the
amount of tax paid exceeds the tax imposed by AS

its initial clain
Service Deter-



43.40.010 loi ihe manner in which the motor fuel is used,
that person is entitled to a refund equal to the amount
of tax paid, less the amount of tax prescribed by AS
43.40.010.

(d) If a person purchases motor fuel upon which marine

fuel tax or aviation fuel tax has been paid and uses the
fuel in a land-based internal combustion engine that is
not used in or in conjunction with a licensed vehicle, that
person is entitled to a refund equal to the amount of tax
paid, less the amount of two cents per gallon. (Eff.
7/19/82, Reg. 83; am 11/14/82, Reg. 84)
AuthoritytAS 43.05.080 AS 43.40.050
AS 43.40.010 AS 43.40.100
AS 43.40.030

15 AAC 40.210. Requirements for I-'iling Claims for Re-
fund of Motor Fuel Tax. (a) A claim for refund of motor
fuel tax under 15 AAC 40.200 must include the following
information for the period covered by the claim:

(1) a schedule indicating by type of fuel (e.g. gasoline,
diesel, etc.), the following:

(A) total gallons of motor fuel purchased during the
period;

(B) total gallons of motor fuel used during the period;

C) total gallons of fuel used for tax exempt purposes,
as described in 15 AAC 40.020(b); and

(D) total gallons of motor fuel used that are eligible
for refund, as described in 15 AAC 40.200;

(2) if fuel was used for tax-exempt purposes, a clear
complete explanation of that use, including the category
of exempt use under 15 AAC 40.020(b); and

(3) a schedule indicating by type of equipment, the
gallons used that are eligible for refund.

(b) The first claim filed during each calendar year must
include a list of the final user's equipment, including
license and serial numbers.

(c) The original invoices issued to the final user at the
time the motor fuel was purchased must be submitted to
substantiate any claim for refund. Corrected invoices will
he accepted only if the original incorrect invoice is also
submitted, The department will, in its discretion, accept
copies of original invoices if the refund applicant

(1) explains in writing why original invoices are not be-
ing submitted;

(2) obtains a statement from the vendor indicating that
the copies arc true copies showing invoice numbers, dates
and amounts; and

(3) signs an affidavit on a form prescribed by the
department certifying that no other refund has or will be
claimed on the same motor luel. (Eff. 7/19/82, Reg. 83;
am 8/12/84, Reg. 91)

Authority: AS 43.05.080
AS 43.40.030
AS 43.40.050
As 43.40.060

be operated on public ways shall be 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 Public 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.

@ If a dealer has a reasonable belief at the time of sale

or transfer that fuel that is sold or transferred is not to
be used as motot fuel, the dealer need not collect the
motor fuel tax. If the tax is not collected, the dealer shall
obtain a certificate of use from the buyer or transferee
stating that the fuel that has been or will be purchased
or received is not intended for use as motor fuel. The
department may not collect the motor fuel tax from a
dealer for fuel for which a certificate of use has been prop-
erly obtained under this subsection. A certificate of use
is not required for fuel for any domestic purpose in a single
or multiple unit private dwelling, including motor homes,
or for fuel which is at least 10 percent alcohol by volume.
An annual certificate of use is required for all other ex-
emptions listed under AS 43.40.100(2), except certificate
of use needs under AS 43.4().100(2)(K) will be determined
by the department. The dealer shall retain a copy of each
certificate of use obtained under this subsection for ex-
amination oi audit on request by the department. The
form of a certificate of use may be prescribed by regula-
tion adopted by the department. (§ 48-5-2 ACLA 1949;
am § 1ch 80 SLA 1951; am § ch 47 SLA 1955; am 8§
1, 2 ch 27 SLA 1957; am § 1ch 134 SLA 1957; am § |
art VI title Il ch 152 SLA 1957; am § 2 art V title 111 ch
152 SLA 1957; am § 2 ch 124 SLA 1959; am 8§ 1 2 ch
20 SLA 1960; am § 1ch 150 SLA 1960; am § 1ch 110
SLA 1961; am § 1ch 136 SLA 1961; am §81 — 3 ch 131
SLA 1962; am § 1ch 130 SLA 1968; am § 10ch 143 SLA
1968; am §§1,2 ch 216 SLA 1968; am 88 1— 3 ch 158
SLA 1970; am § 3 ch 58 SLA 1971; am §§ 1, 2 ch 124
SLA 1971; am 88 2, 3, ch 125 SLA 1971; am §8§1 — 3
ch 153 SLA 1972; am § 3 ch 166 SLA 1976; am 8§ 1 2
ch 116 SLA 1977; arn § 4 ch 82 SLA 1982; am 8§ 1, 2
ch 87 SLA 1983)

Cross references. — For civil The 1983 amendment, in subsec-

penalty imposed for failure to file
a return or report, or pay the full
amount of a lax, or a portion or
a deficiency of the tax, sec AS
4.1.05.220.

Ktfcct of amendments. — The
1982 amendment added subsection

tion (c), lidded llie present third
sentence tind deleted "motor" pre-
ceding "feel” in the last sentence,
and in subsection (I), added the
present fourth and fifth sentences.

OPINIONS OF ATTORNEY GENERAL

Ilie purpose of the dedication of
the taxes on motor fuels contained
in subsection (g) of this section is
public highways. 1959 Op. Att'y
Gen., No, 9.

A proposed alteration going tc
tltc geographical area of cspendi
lute rather than to the special pur-
pose ol' a dedication, docs not con-
travene the constitution. 1959 Op.
Att'y Gen.. No, 9.



end of the present third sentence.

The 1982 amendment substitu-
ted "under AS 43.40.030" for “as
provided in AS 43.40.010 -
43.40.100" and "the claim for the
refund" for "his claim” in the first
sentence of subsection (a), substi-
tuted "llie commissiontr™ for "he"

and “this subsection” for "AS
43.40.010 - 43.40.100" in the last
sentence of subsection (a), inserted
“under AS 43.40.030 or 43.40.035*
in the first sentence of subsection
(b), and added subsection (c).

Collateral references. — 53
C.l.S., Licenses. § 62.

See. 43.40.061). Separate invoices. The department may
require the issuance of separate invoices for fuel sold,
distributed, or transferred when the invoices will be the
basis for a refund claim. (8 6 ch 47 SLA 1955)

Sec. 43.40.070. Refund warrants. Upon approval of a
refund claim by the department, a warrant shall be drawn
on the highway fuel tax account in the general fund in
favor of the applicant iri the amount of the claim. (§ 7
ch 47 SLA 1955; am § 5ch 131 SLA 1962)

Sec. 43.40.080. Examination of books and records,
(a) To determine the validity of a claim for refund, the
department may examine the books and records of the
claimant and the bcoks and records of a distributor of
motor fuel, The department may cancel the refund per-
mit of the claimant relying upon a fraudulent invoice Tor
a period of not morr than one year.

(b) [Repealed, § 46en LISSLA Im_J (8 5cli 47 SLA

1955; am § 46 ch 113 SLA 1980)

I'Tfrci nf amendments. — |hc
1980 amendment repealed subsec-
tion (h).

See. 43.40.085. Preservation of hooks nut) records.
Dealers and users shall preserve for three years all boohs
and records pertaining to sales, transfers, and uses of
motor fuel which are taxed under this chapter. (§ 5ch 158
SLA 1970)

Sec. 43.40.090. Criminal violation. [Repealed, § 46 dl
113 SLA no.j

See. 43.40.100. Definitions. In this chapter

(1) “dealer” means a person who sells or otherwise
transfers in this state motor fuel upon which the taxes im-
posed by this chapter have not been paid;

(2) "motor fuel" means fuel used in an engine for the
propulsion of a motor vehicle or aircraft, and fuel used
in and on watercraft for any purpose, or in a stationary
engine, machine or mechanical contrivance which is run
by an internal combustion motor; "motor fuel” does not
include

(A) fuel consigned to foreign countries;

(B) fuel sold for use in jet propulsion aircraft operating
in flights to foreign countries;

(C) fuel used in stationary power plants operating as
public utility plants and generating electrical energy for
sale to the general public;

(D) fuel used by nonprofit power associations or cor-
porations for generating electric energy for resale;

15 AAC 40.050. Bonding Requirement Tor Qualified
Dealer License, (a) An applicant for a qualified dealer
license must fi.'e with the department a bond made payable
to the department in an amount equal to nvice the average
monthly motor fuel tax remittance or in the amount of
55,000, whichever is greater. The department will, in its
discretion, accept a cash deposit or a bank ietter of credit
in the appropriate amount in lieu of a bond.

(b) In lieu of the requirements of (a) of this section,
an applicant for a qualified dealer license may file a sworn
statement in affidavit form stating that the applicant owns
real property in the state equal in value to at least twice
the average monthly motor fuel tax remittance, on which
the motor fuel tax may become a first lien, and describ-
ing the property and the fair market value of the appli-
cant’s interest in the property. (Eff. 7/19/82, Reg. 83)

Authority: AS 43.05.080
AS 43.40.100

15 AAC 40.060. Revocation of Qualified Dealer License,
(@) The department will, in its discretion, revoke a license
issued under 15 AAC 40.040 if a licensee fails to comply
with the requirements of AS 43.40.010 — 43.40.100 or this
chapter.

(b) If the department determines a license should be
revoked for failure to comply with the requirements of
AS 43.40.010 — 43.40.100 or this chapter it will give the
licensee 30 days’' notice of a proposed revocation. If the
basis for revocation still exists on the 30th day, the depart-
ment will, upon notice of revocation to the licensee, revoke
the license, unless an appeal under (d) of this section has
been timely filed by the licensee.

(c) When a license is revoked under this section, the
licensee may not apply for a new license until 60 days after
the date of revocation. The date of revocation is the date
on which the notice of revocation is issued.

(d) A person may appeal a notice of proposed revoca-
tion to the department. The appeal must be submitted to
the department in person or by mail within 10 days of
the date of issuance of the notice of proposed revocation.
The department will hold a formal hearing on the appeal
as prescribed by 15 AAC 05.030. The hearing officer will
issue a written decision, and, if appropriate, a notice of
revocation will be issued by the department. (Eff. 7/19/82,
Reg. 83; urn 11/14/82, Reg. 84)

Authority: AS 43.05.080
AS 43.40.100
AS 43.40.240

15 AAC 40.070. Records, (a) Each dealer, fuel reseller
and user must keep a complete record by gallons showing

(2) all motor fuel inventories on hand at the first of each
month;

(2) all motor fuel refined during each month;

(3) all motor fuel purchased, received or produced dur-
ing each month, showing the name of the seller and the
date of each purchase or receipt;



(4) all motor fuel sold, transferred or used during each
month, the date of sale, transfer, or use, and the names
of all purchasers and transferees;

(5) all nontaxable fuel sales or transfers made during
each month; and

(6) all motor fuel inventories on hand at the end of each
month.

(b) Each dealer, fuel reseller and user must keep a com-
plete record showing all amounts received fron a supplier
or the department for exempt sales or transfers and for
credits or refunds for taxes paid.

(c) Each dealer, fuel reseller and user must preserve for
three years from the due date, or the date the return was
filed, whichever is later, all books and records required
mder this section. (Eff. 7/19/82, Reg. 83; am 11/14/82,

W 84)

Authority: AS 43.05.080 AS 43.40.050
AS 43.40.010 AS 43,40.085
AS 43.40.030 AS 43.40.100

ARTICLE 2. TAX REFUNDS AND CREDITS
FOR FUEL RESELLERS

Section

100. Rebinds and credits on cer-
tain sates or transfers of
motor fuel

110 (Repealed)

15 AAC 40.100. Refunds and Credits on Certain Sales
or Transfers of Motor Fuel, (a) If a fuel reseller makes
a sale or transfer of motor fuel that is exempt under 15
AAC 40.020(b) and upon which motor fuel tax has been
previously paid, (he fuel reseller is entitled to a refund
equal to the amount of tax previously paid on the resold
fuel from the department. To receive a refund the fuel
reseller must have on file a certificate of use front the buyer
if a certificate of use is required by 15 AAC 40.030.

(b) If a fuel reseller makes a sale or transfer of motor
fuel upon which the motor fuel tax has been previously
paid and the tax paid exceeds the tax due on resale, the
fuel reseller is entitled to a refund equal to the amount
of lax previously paid less the amount of tax prescribed
by AS 43.40.010.

(c) Instead of claiming a refund directly from the
department, a fuel reseller who sells or transfers fuel that
is exempt or is subject to a lesser tax on resale than that
previously paid may elect with the express written con-
sent of the supplier, to receive the refund or credit direct-
ly from the supplier. A claim for refund or credit must
be supported by copies of the original invoices issued by
the reseller and copies of certificates o f use obtained under
15 AAC 40.030. When an election is made under this sec-
tion, the supplier may claim the credit or refund from the
department by adjusting the motor fuel tax return accord-
ingly. To be effective, an election under this section must
be submitted on a form prescribed by the department and

the department. When an election is ptoperly made under
this subsection, the supplier may claim the credit or re-
fund from the department. To be effective an election
under this subsection must be signed in quadruplicate by
the reseller and by the supplier. The reseller and the sup-
plier shall each file one copy of the election, with original
signatures, with the department. The reseller and supplier
shall each retain a copy of the election with original
signatures for audit review by the department. If an elec-
tion is made under this subsection, it may not be revoked
without the express written consent of the supplier. (§ 6
ch 82 SLA 1982; am § 3 ch 87 SLA 1983)

Ktfccl of amendments. — The ficate of use is acquired under AS
19S3 amendment substituted “the 43.40.010(1)" in the first sentence of
requirements of AS J3.40.0l0t!) subsection (n).
have been fulfilled™ for "a ccrli

Sec. 43.40.040. Applications and permits for refund.
[Repaled, § 45ch 113SLA 1990. For aarent law, see/is

1.20.050@).!

Sec. 43.40.050. Refund claim by affidavit, (a) A per-
son who claims a refund under AS 43.40.030 shall pre-
sent the claim for the refund to the commissioner of
revenue by affidavit upon a form provided by the com-
missioner. The claim shall include the name, address and
occupation of the applicant, the nature of the business
of the applicant, and a description sufficient to identify
the machinery or equipment in which the motor fuel for
which the refund is claimed was used. The claim shall be
accompanied by each invoice issued to the claimant at the
time the motor fuel was purchased. The commissioner
may require any additional information which the com-
missioner consideis necessary for the administration of
this subsection.

(b) A claim for refund under AS 43.40.030 or 43.40.035
shall be filed within one year from the date of the pur-
chase of the motor fuel as indicated on the invoice, and
failure lo file within the one-year period is a waiver of
the right to the refund. A claim is considered to be filed
when the claim is mailed or personally presented to an
office of the department.

(c) A reseller who claim a refund or credit under AS
43.40.035 shall present th refund claim to the department
or to the supplier of that reseller by affidavit on a form
provided by the department. The claim shall include the
name, address, and occupation of the applicant, the nature
of the business of the applicant, and a description suffi-
cient to identify the reason for the refund or credit. The
claim shall be supported by documentation required by
the department. (§ 4 ch 47 SLA 1955; am § 1ch 139 SLA
1960; am § 37 ch 113 SLA 1980; am §87 — 9ch 82 SLA
1982)

Effect of amendments. — The sent second sentence for the forme,
1980 amendment in subsection (a), material, which tcad: "with the
changed areference to this chapter information the commissioner re-
at the beginning and at the end of quires™, and substituted "w, s" for
the subsection, substituted the pie- "is" preceding “purchase" at the



6. (Reserved)
7. (Reserved)
8. (Reserved)
9. General Provisions (15 AAC 40.900)

ARTICLE 1. APPLICATION OF TAX

Section Section

10. Tax return filing 40. Qualified dealer license
requirements 50. Bonding requirement for

20. inicl subject to lax and qualified dealer license
exemptions 60. Revocation of qualified

30. Certificate requirements for dealer license

certain sales 70. Records

15 AAC 40.010. Tux Return Fiiing Requirements. Each
dealer and each user must submit monthly to the dcparl-
ment a return showing all moior fuel sold or transferred
by the dealer or consumed by the user in the state, in-
cluding till tax-exempt sales, transfers and uses. The return
must be signed by the dealer or user under penalty of per-
jury and must show to whom fuel was sold or transferred
and the reasons for any tax exemption. The return, sup-
porting documentation, and the tax collected or accrued
must be remitted by the last day of the month following
the month the motor fuel was sold, transferred or used.
One percent of (he total monthly tax due and remitted,
up to $100, may be deducted and retained if the return
is timely filed. (HIT. 7/19/82, Reg. 83; am 8/12/84, Reg. 91)

Authority: AS 43.05.080
AS 40.40.010

15 AAC 40.020. Fuel Subject to Tax and Exemptions,
(@ All motor fuel sold or transferred in the state or con-
sumed by a user in the state is subject to the motor fuel
tax under AS 43.40.010 — 43.40.100, unless exempted
under (b) of this section. For purposes of AS 43.40.010
— 43.40.100 and this chapter, “motor fuel” is fuel used
in an engine for the propulsion of a motor vehicle or air-
craft, and fuel used in and on watercraft for any purpose,
or in a stationary engine, machine or mechanical con-
trivance which is run by an internal combustion motor,
including bulk or other transfers of fuel between produc-
ing, refining, importing or exporting companies and
gasoline separated from a mixture of gasoline and alcohol
that was not taxed in its combined state. All bulk sales
of fuel to a person who uses a common storage tank serv-
icing botli taxable and nontaxable uses, except bulk sales
of jet fuel to a person who exclusively flics directly from
the state to a foreign country, are subject to the motor
fuel tax under AS 43.40.010 — 43.40.100, but the portion
actually used for nontaxable put poses is eligible for a tax
refund upon application to the department.

(b) Fuel meeting the following requirements is exempt

from the motor fuel tax under AS 43.40.010 — 43.40.100;

m fuel sold to, transferred to, or used by United States,

Alaska, or local government agencies for official use, ex-
cept motor fuel sold to a contractor who purchases motor
Fuel either for its own account or as the agent of a govern-
ment agency for use in the performance of a contract with
that agency;

(2) fuel sold to, transferred to, or used by auxiliary
military units for official use, not including fuel purchased
by a volunteer member of an auxiliary unit for use in a
private vehicle;

(3) fuel used in stationary power plants operating as
public utility plants and generating electrical energy for
sale to the general public;

(4) fuel used exclusively for a domestic purpose in single
or multiple unit private dwellings including mobile homes,
but not including watercraft;

(5) fuel sold exclusively for use for healing commer-
cial buildings or facilities;

(6) fuel used in stationary power plants that generate
electrical energy exclusively for private residential
consumption;

(7) fuel used in stationary commercial power plants of
100 kw or less;

(8) fuel used by nonprofit power associations or cor-
porations for generating electrical energy for resale;

(9) fuel used by charitable institutions;

(10) refined fuel transported as cargo out of the slate
into international waters if the fuel is sold or otherwise
transferred to watercraft which operate exclusively in in-
ternational waters and which do not enter state territorial
waters, ports, or facilities;

(11) refined fuel transported as cargo out of the stale
on a vessel from a port in this state to a port outside this
state, unless the fuel is purchased for use within state ter-
ritorial waters;

(12) fuel consigned to foreign countries;

(13) fuel sold to, transferred to, or used on jet propul-
sion aircraft operating flights from the state to a foreign
country, except flights to a foreign country, with in-
termediate stops within the United States;

(14) fuel which is at least 10 percent alcohol by volume;

(15) fuel sold to or transferred between licensed
qualified dealers;

(16) actual losses of volume which occur during handl-
ing, transporting or storing motor fuel, including
shrinkage and losses from lire and other accidents;

(17) additives that arc used lor improving existing
characteristics of fuel, not including blended fuels; and

(18) fuel used for any other purpose which the depart-
ment determines is not motor fuel as defined by AS
43.40.100(2) if the purpose is fully disclosed on the month-
ly motor fuel tax return.

(c) For purposes of (b)(1) and (2) of this section, "of-

ficial use” docs not include sales of fuel. (Eff. 7/19/82,
Reg. 83; am 11/14/84, Reg. 84; am 8/12/84, Reg. 91)

Authority: AS 43.05.0S0

AS 43.40.010

AS 43.40.100



15 AAC 40.030. Certificate Requirements for Certain
Sales, (a) Except as provided by (b) of this section, a dealer
or fuel reseller who sells or transfers fuel that is exempt
under 15 AAC 40.020(b) shall obtain an annual certificate
of use from the buyer or transferee at the time of the first
sale in each calendar year stating that the fuel that is pur-
chased or received is not intended for use as motor fuel
subject to tax under AS 43.40.010. A dealer or fuel reseller
may use a certificate-of-usc form prescribed or approved
by the department.

(b) A certificate of use under (a) of this section is not
required in support of an exemption under 15 AAC
40.020(b)(4), (6), (13) (15), and (16).

(c) In support of an exemption under 15 AAC
40.020(b)(5), the annual certificate of use must itemize
and show the location of each tank or other facility which
stores fuel used exclusively for heating commercial
buildings and facilities.

(d) If a purchaser certifies in writing on a certificate
of use that the use of the fuel purchased is for an exempt
use and the purchaser subsequently uses the fuel for tax-
able purposes, that purchaser is liable for payment of the
motor fuel tax.

(e) A certificate of use under this section must be signed
by the purchaser or his or her representative The cer-
tificate remains in effect unless revoked by the department
or in writing by the purchaser, dealer, or fuel reseller. The
dealer, fuel reseller, or user must retain a copy of each
certificate of use required under this section for three
years. (Eff. 7/19/82, Reg. 83; am 11/14/82, Reg, 84; am
8/12/84, Reg. 91)

Authority: AS 43.05.080 AS 43.40.050
AS 43.40.010 AS 43.40.085
AS 43.40.035

15 AAC 40.040. Qualified Dealer License, (a) In order
to purchase or sell tax-exempt fuel as a qualified dealer
under 15 AAC 40.020(b)(15), a person must apply for and
obtain a qualified dealer license from the department.

(b) A person is eligible for a qualified dealer license if
that person

(1) refines, imports, manufactures, produces, or blends
motor fuel; or

(2) sells fuel at least 20 percent of which is for resale
or for residential heating purposes or for a combination
of these purposes.

(c) A license issued under (a) of this section is in addi-
tion to any other license required by law.

(cl) The department will not issue a license to a person
described in (a) of this section if there is reasonable cause
to believe that the applicant has wilfully withheld infor-
mation necessary to determine eligibility for a license or
if there is reasonable cause to believe that information sub-
mitted in the application is false or misleading. (Eff.
7/19/82, Reg. 83; am 11/14/82, Reg. 84; am 8/12/84, Reg.

91)
Authority: AS 43.05.080 AS 43.40.100

(E) fuel used by charitable institutions;

(F) fuel which is at least 10 percent alcohol by volume;

(G) fuel sold or transferred between qualified dealers;

(H) fuel sold to federal, state, and local government
agencies for official use;

(1) fuel used in stationary power plants that generate
electrical energy for private residential consumption;

(J) fuel used to heat private or commercial buildings
or facilities;

(K) fuel used for other nontaxable purposes as pres-
cribed by regulations adopted by the department; or

(L) fuel used in stationary power plants of 100 kw or
less that generate electrical power for commercial enter-
prises not for resale;

(3) “qualified dealer” means a person who (A) refines,
(B) imports, (C) manufactures, (D) produces, (E) com-
pounds, or (F) wholesales motor fuel, who satisfies criteria
for qualified dealers established by the department by
regulation and who obtains a qualified dealer’s license
from the department;

(4) “user” means a person consuming or using motor
fuel, who either

(A) purchases the fuel out of the state and ships it into
the stale for personal use in the state;

(B) manufactures the fuel in the state; or

(C) purchases or receives fuel in the state that is not
taxed at the time of purchase or receipt or is taxed at a
rate that is less than the rate prescribed by AS 43.40.010.
(§ 48-5-1 ACLA 1949; am § 1ch 56 SLA 1949; am § 9
ch 47 SLA 1955; am § 26 ch 70 SLA 1964; am §§ 6, 7
ch 158 SLA 1970; am § 1ch 74 SLA 1972; am § 5ch 116
SLA 1977, am § 10 ch 83 SLA 1980; am 8§ 10 — 12 ch
82 SLA 1982; am § 4 ch 87 SLA 1983)

llevisor's nnlis. — Paragraphs nations. substituted "personal use"
(3) and (4) were renumbered in for "his own use" and deleted "or"

1983 to achieve alphabetical order.
Effect of amendments’. — The

1980 amendment added subpara-

graph (I:) in paragraph (2).

The 1982 amendment, in para-
graph (2). added subparagraphs
(G)-(K); in paragraph (3) added the
subparagraphs (A and (B) desig-

from the end, in subparagraph (A),
added "or" to the end of sub-
paragraph (B), and added sub-
paragraph (C); and added para-
graph (4).

The 1983 amendment added
patagraplr (2)(L).

Secs. 43.40.110 — 43.40.120. Additional tax levy on
transfers or consumption of motor fuel. [Repealed, &8

ch 158 SLA 1970.1

Chapter 40. Motor Fuel Tax.

Article
1 Application of Tax

(15 AAC 40.010 — 15 AAC 40.070)
2. Tax Refunds and Credits for Fuel Resellers

(15 AAC 40.100)

3. Tax Refunds and Credits for Final User
(15 AAC 40.200 — 15 AAC 40.230)

4. (Reserved)
5. (Reserved)



04-544 Alaska

Claim for Refund of Motor Fuel Tax Motor Fuel
(By a Final User)

This form isto be completed by a person who con-
sumes fuel upon which the tax has been paid and
uses it in a manner other than as motor fuel, or who
has paid the tax of eight cents per gallon and con-
sumes the fuel in or on watercraft. This claim can
also be filed if a person purchases fuel upon which
the tax has been paid and uses it in a land based
internal combustion engine that is not used in or
in conjunction with a licensed motor vehicle. In that

Excise Tax

case the person iseligible for a refund equal to the FORMS GUIDE
amount of tax paid less the amount of two cents

per gallon.

04-545

Claim for Refund of Motor Fuel Tax
- Invoice Listing Sheet

This form is to be completed and submitted with
the Claim for Refund of Motor Fuel Tax (by a Final
User).

04-533
Affidavit to Certify Copy of
Original Invoice

Original invoices must be attached to the Claim for
Refund of Motor Fuel Tax — Invoice Listing Sheet,
form 04-545. The Affidavit is to be completed and
notarized when submitting a copy instead of the
original invoice.

Stale of Alaska
Department of Revenue
Pouch SA
Juneau, Alaska 99811

<534 OB



iNeed Forms?

All motor fuel excise tax forms listed in this pamph-

let are available for pickup at the public service
counters in the following Department of Revenue
offices:

* Anchorage
201 E. Ninth Avenue

* Fairbanks
675 Seventh Avenue, Section G

» Juneau
1111 W. Eighth Street

If you want forms mailed to you, or need further
information about the motor fuel excise tax, please
write or call:

Department of Revenue
Audit Division Excise Tax
Pouch SA

Juneau, Alaska 99811

(907) 465-2322

Motor Fuel Tax Forms

Following is a listing of the numbers, titles and
descriptions of all motor fuel tax forms to be used

by the taxpayer and/or the motor fuel user incom-

pliance with AS 43.40 and 15 AAC 40.010-.230.

04-541
Motor Fuel Tax Return

This form is to be completed by all persons selling
fuel upon which the motor fuel tax has not been
previously collected. The return is due by the last
day of the month following the month in which the
motor fuel was sold or transferred.

04-543
Supporting Schedule of Exempt Sales

This form is to be attached to and made a part of
the Motor Fuel Tax Return if any non-taxable or
use-conversion sales have been made during the
reporting month. A supporting schedule is not re-
quired for sales of fuel for heating purposes.
However, a list of all heating fuel accounts, except
residential accounts, must accompany the last
Motor Fuel Tax Return for each calendar year.

04-535
Claim for Refund of Motor Fuel Tax
by a Reseller

This form is to be filed by any person who paid the
tax on fuel they purchased, and then resold the fuel,
tax free, to an exempt organization or for a use
other than motor fuel. This claim is also to be filed
for any use-conversion sales.

04-536
Claim for Refund by a Reseller
Supporting Schedule

This form is to be attached to and made a part of
the Claim for Refund of Motor Fuel Tax by a
Reseller to substantiate the sales of fuel which are
eligible for a refund. A supporting schedule is not
required for sales of fuel for heating purposes.
However, a list of all heating fuel accounts except
residential accounts must be submitted with the
Claim for Refund of Motor Fuel Tax by a Reseller
form 04-535.

04-537
Election to Receive Credit or Refund

from the Fuel Supplier
This form is to be completed by any reseller of fuel

who wishes to receive the tax refund or credit direct-

ly from their fuel supplier for fuel purchases upon

which the reseller has paid the tax prior to selling
the fuel, tax free, to an exempt organization or for
use other than motor fuel. This also includes use-
conversion sales. The election is subject to the fuel
supplier's approval.

04-538
Certificate of Use

This certificate is an annual form which must be
completed by the purchaser at the time of the first
fuel purchase of the calendar year upon which the
motor fuel tax is not paid. However, a certificate
is not required for sales of fuel to a consumer for
heating single or multiple unit private dwellings in-
cluding mobile homes but not including watercraft,
or for sales of fuel which is at least ten percent
alcohol by volume. Both purchaser and seller must
retain a copy of the Certificate of Use for three
years for possible audit by the Alaska Department
of Revenue.

04-407
Qualified Motor FueS Dealer
License Application

This form may be completed by a person who
refines, imports, manufactures, produces or com-
pounds motor fuel, or a person who in the regular
course of business sells at least twenty percent of
his or her fuel for resale or for residential heating
purposes or for a combination of these purposes.
A person who isissued a Qualified Dealer’s License
can receive all of their fuel tax free from their
supplier.

04-408
Affidavit of Motor Fuel
Excise Taxes Due

This form must accompany the Qualified Motor
Fuel Dealer License Application.
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Dear Kotor Fuel Taxpayer:

Included in this booklet are a composite of questions
concerning motor fuel most asked of this Department. We hope
the answers will help clarify the motor fuel law and
regulations for you.

You mey have further questions. If so, or if you have some
suggestions for inclusion in subsequent informational booklets,
please do not hesitate to contact us.

Excise Tax

Audit Division

be ' tment of Rovenue
Pouch SA

JuAeau, AK 99811

465-2322
465-4661



Definition of Motor Fuel

Hotor Fuel is: 1) fuel used in an engine for the propulsion of a
motor vehicle or aircraft, or ?) fuel used in and on watercraft for
any purpose, or, 3) fuel used in a stationary engine, machine or
mechanical contrivance which is run hy an internal combustion
tngin.e. 43,a0.100(A)-(L)

1. Q What fuel or uses of fuel are exempt from the Alasha motor
fuel tax?

A The following uses of fuel are exempt from the motor fuel tux

a. Fuel sold to, transferred to, or used by the United
States, Alaska, or local government agencies for
official use. Hotor fuel sold to a contractor who
purchases motor fuel either for his own account or as
the agent of a government agency for use in the

performance of a contract with that agency is not exempt

b. Fuel sold to, transferred to, or used by auxiliary
military units for official use. Fuel purchased by a
volunteer member of an auxiliary unit for use in a
private vehicle is not exempt,;

C. Fuel used in stationary power plants operating as public
utility plants and generating electrical energy for 3ale
to the general public;

d. Fuel used exclusively for a domestic purpose in single
or multiple unit private dwellings including mobile
homes. This does not include fuel used in or on a
watercraft for any purpose;

0. Fuel sold exclusively for use as heating fuel for
commercial buildings and facilities;

f. Fuel used in stationary power plants that generate
electrical energy exclusively for private residential
consumption;

g. Fuel used in stationary commercial power plants of 100
kw or less;

h. Fuel used by non-profit power associations or
corporations for generating electrical energy for resale

1. Fuel U3ed by charitable institutions. Charitable
institution means an organization that in exempt from
taxation under Section 501(c) (3) of the Internal
Revenue Code;

j.  Refined fuel transported as cargo out of the state into
international waters if the fuel is sold or otharwise
transferred to watercraft which operate exclusively in
international waters and which do not enter state-
territorial waters, ports or facilities.



it. Refined fuel transported as cargo out of the >tate on a
vessel from a port in this state to a port outside this
state. This does not include fuel purchased in the
state for use in the exploration for and development of
subsoil and seabed resources in and upon the adjacent
outer continental shelf of the state;

1. Fuel consigned to foreign countries;

m  Fuel sold to, transferred to, or used on jet propulsion
aircraft operating flights from the state to a foreign
country. This does not include flights to a foreign
country, with intermediate stops within the United
Status;

n. Fuel which is at least 10 percent alcohol by volume;

0. Fuol sold to or transferred between licensed qualified
dealers;

p. Actual losses of volume which occur during handling,
transporting or storing motor fuol, including shrinkage
and losses from fire and other accidents;

g. Additives that are used for improving existing
characteristics of fuel, not including blended fuel,;

r. Fuel used for any other purpose which the department
determines is not motor fuel as defined by AS
43.40.100(2) if the purpose is fully disclosed on the
monthly motor fuel tax return.

Qualified Dealer License

How do | become a licensed qualified dealer so | can purchase
motor fuel tax exempt?

A person is eligible to become a qualified dealer if he:

a. Refines, imports, manufactures, produces, or compounds
fuel; or

b. sells fuel at least 20 percent of which is for resale
or residential heating purposes or for a combination of
these purposes.

License application form 04-407 mu3t bo completed and
accompanied by affidavit form 04-408 which require! security
for the motorfuel tax. Alternatives for the security are:

a. A surety bond equal to twice the average monthly tax but
not less than $5,000.

b. A letter of credit, CD or cash equal to twice the
average monthly tax but not less than $5,000.

42. Q.

43.

44.

Dealer-certified copies of original invoices arc allr ed
(with the following attachments):

1) The taxpayer must furnish an acceptable explanation why
originals are not being submitted.

2) The taxpayer must obtain a statement from the vendor
that, copies submitted are true copies (with invoice
numbers, dates and amounts).

I am a fuel supplier. In addition to paying tax by filing
the monthly return, | also file a claim for refund. Hay I
deduct the cefund due from the tax | must pay?

Yes. If you file a monthly Hotor Fuel Tax return and also
have a refundable amount due, that amount can be deducted
from the tax due on the return and you pay the net
difference. However, the refund claim, and supporting
documents, must be attached to the return.

I am a retail fuel dealer and pay tax on all fuel when
purchased. On occasion, | make exempt sales to government
agencies or charitable organizations. Hay | recover the tax
paid as I am not able to pass it along to the customer?

Yes. You should file a Claim for Refund of Hotor Fuel Tax by
a Reseller, form no. 04-535. Your claim must include copies
of the original invoices issued to the claimant of each
exempt sale, and the certificate of use signed by the
customer.

Where can | get more information on motor fuol tax if | hove
additional questions?

Alaska Department of Revenue
Excise/Claims Unit

Pouch SA

Juneau, AK 99811

(907) 465-2322

-11-



36. Q.

37. Q

30. Q.

39. Q.

*0. Q.

41. Q.

No. The classification of "shore-based" for fisheries
business tax purposes has no effect on the motor fuel
statute. Your vessel is a "watercraft”, subject to a tax or
.05 n gallon on all fuel used in and on watercraft.

A petroleum production company has platforms arid dcill rigs
working outside Alaska waters. These platforms are serviced
by a rig tender which takes on the fuol as cargo in Seward,
the tender's usual berth. Is this fuel taxable?

Since the fuel used on the offshore rigs and platform is
being used outside the Alaska jurisdiction and was
transported there as cargo, the fuel is exempt from the
Alaska tax. The fuel consumed by the rig tender is subject
to the .05 per gallon fuel tax on marine fuel.

The same company as in Q. 36 also operates a production
platform that lies inside the 3-milo limit (inside Alaska's
jurisdictional waters). The well itself is in international
waters. Is fuel used in this case taxable?

In this case, the fuel used is subject to thetax. However,
the fuel used would be eligible for a ,06per gallon refund
(highway) or .03 per gallon refund (marine).

A towing and barge company based in Seattle serves portions
of Southeast Alaska. Fuel is purchased in Alaska prioc to
the southbound trip. Is the fuol subject to the Alaska tax
on marine fuel?

Yes, however the company may apply for a refund for the
portion of fuel used outside Alaskan waters.

Should wo collect the marine fuel tax of 5< per gallon on
fuel delivered into the operating fuel tanks of foreign
vessels which are in port for infrequent fill-ups and then
either fish exclusively outside the three (3) mile limit of
Alaska or are bound for foreign ports?

Yes, however a refund may be claimed on that portion of fuol
used outside Alaskan waters.

Refunds

For each calendar year, when filing a claim for refund of
motor fuel for fuel used in unlicensed equipment, | must
submit a list of all ray equipment, including all licenses and
serial numbers. Does this mean the first claim filod during
each calendar year, even though it is on fuel used the
previous year?

Yes. File your list of equipment with the first claim filed
after the first of the calendar year, regardless of when the
fuel was used.

Must claims for refund be accompanied by original fuel
invoices? Sometimes original invoices are lost or
accidentally destroyed. Hay dealer-certified copies of the
original invoices be allowed when originels are not available?

-10-

d. Real property in the applicant's name, or interest
therein equal to twice the average monthly tax.

As adealer do | have to obtain a qualified dealer license in
order to obtain fuel tax free?

Yes. A dealer must pay the tax at the time of purchase
unless he has a qualified dealer license.

Is it to nyadvantage to become a qualified dealer?

If a dealer makes a large number of exempt sales and few
taxable sales each month, it may be advantageous to purchase
fuel tax free and report monthly to the Department his small
proportion of taxable sales. |If a dealer makes very Tew
exempt sales to customers, it may be more advantageous to pay
all the tax up front and then claim a refund from the
supplier ordepartment for all exempt solos raude. A dealer
would avoid having to file a monthly tax return this way. A
heating fuel dealer should find it advantageous to become a
qualified dealer. The decision whether or not to become a
qualified dealer will depend on each situation.

If | do purchase ny gasoline, tax paid, and then sell some to
an exempt government agency, can | claim credit for this on
my monthly motor fuel lax return?

Yes. You must account for the exempt sale by attaching a
Claim for Refund by a Reseller to your motor fuel tax return.

I owmn u gas station and purchase all ray gasoline and diesel

fuel tax paid. | have a separate tank for diesel fuel that. |
sell to customers to heat residential and commercial
buildings. | am not eligible to be a qualified denier. Do I

hove to buy this "heating fuel" tax paid even though it is in
u separate tank?

If you are not a licensed qualified dealer all fuel nust, be
purchased tax paid.

The regulation states that a qualified dealer is not required
to sign a certificate of use. Does a dealer have the
responsibility to determine if a customer actually is a
qualified dealer? Does the responsibility for tax fall on
the dealer or the customer if it is found later that the
customer was not a qualified dealer?

If dealers are not sure a customer is a qualified dealer,
they may ask the customer to sign a certificate of use to
protect themselves. In any case, the responsibility for the
tax lies with the customer since the law does not require a
certificate of use when a Qualified dealer sells to another
qualified dealer. A 1i3t of qualified dealers may be
obtained from the Department of Revenue upon request.



3.Q
A
9. Q
A
10. 0
A
11. 0
A
12. Q
A
11 Q

Over 40% of the fuel we purchase is usedin an exempt
manner. Does this meet the requirementsfor obtaining »
qualified dealer's license?

No. The qualified dealer license is intended for dealers in
motor fuul, not users of fuel. To meet the requirements f~r
a qualified dealer license, your fuel purchases must be for

resale as residential heating fuel or for sale to a reseller.

How long does ny qualified dealer license remain in effect?
Does it have to be renewed annually?

The qualified dealer license remains in effect indefinitely
until:

1) The business ceases or,

2) The 20% quota of yearly sales made for resale or for
residential heating purposes is no longer met or,

3) The license is revoked by the Department of Revenue.

The license itself does not have to be renewed annually, but
an affidavit of security fcr motor fuol tax due, form 04-408,
must be completed annually on or before September 1 of each
year.

Motor Kuel Tax Return Supporting Schedule
Uho must file a motor fuel tax return?

Every dealer who sells or otherwise transfers motor fuel in
the state shall collect the tai at the time of the sale and
remit the tax collected to the Department of Revenue. Also,
every user of motor fuel who has not paid the tax shall do so.

When is the Alaska motor fuel tax return due?

The return is due on or before the last day of the month
following the month in which the motor fuel was sold,
delivered or used.

As a qualified dealer, do | have to file a monthly motor fuel
tax return with supporting schedules if | have :io monthly tax
liability, and all ny sales ure tax exempt heating fuel sales?

Yes, the Department of Revenue needs to know the final exempt
use of the fuel for the federal government report. The
department does not know the nature of your exempt heating
fuel sales because your supplier reports the sales of fuel to
you as sales to a qualified dealer on our forms. If all your
sales are exempt, the monthly reporting is very simple. No
supporting schedules are required for sales of fuel for
heating purposes. You do not have to prepare schedules of
your commercial or residential heating fuel sales each

month. However, an annual list of all commercial heating
fuel accounts is required.

Do | need supporting schedules showing names of customers and
fuol gallons sold if all ny sales are taxable sales?

1 operate a portable drilling rig. The actual drilling
operation is powered by a take-off from the transport
vehicle's engine. Can | claim the .06 per gallon refund for
fuel used in the off-highway drilling?

Tilt critical issue is whether the transport vehicle is
licensed. If it is licensed, the fuel used is not subject to
refund, evon though used off-highway, because the fuel is
being used in conjunction with a licensed vehicle. If it is
unlicensed, the fuel is subject to the

.06 per gallon refund.

How can | determine the amount of shrinkage that | am allowed
to deduct as a result of the new regulations?

A dealer should keep records, through his inventory
reconciliation of fuel temperacure shrinkage and expansion,
tank filling losses, and loading and unloading losses of
fuel; and submit them to the Department.

Harine Fuel

Is motor fuol consumed in watercraft while operating in
international waters subject to the Alaska motor fuul tax?

ftie motor fuel tax is a use tax and not a soles tax.
Qualified dealers must in all cases collect the tax on motor
fuel sold for use on watercraft. The motor Tuol user may
seek a refund for tax on any fuel subsequently used outside
Alaska’'s three mile tax jurisdiction.

| operate a crab boiler aboard my processing vessel. Will i
be allowed to purchase the fuel tax exempt since it is not
consumed in an internal combustion engine?

No. The law states ol_l fuol used in or on board watercraft
is subject to a tax of .05 per gallon.

| am a fuel dealer. A customer wishes to purchase hulk
marine fuel. This customer wishes to transport this fuel as
cargo out of the state into international waters to bunker n
fishitig fleet at seu. Will | be allowed to sell this fuel
without tax added on?

Yes. The fuel may be purchased tax free if it is to be
transported as cargo into international waters. A
certificate of use, with its export provision, must be
properly signed by the customer. If the vesrels being fueled
in international waters use a portion of that fuel to come
into an Alaskan port, the portion consumed in Alaska waters
becomes taxable. The user must file a motor fuel tax return
and pay the tax to the Department of Revenue.

Since ny fish processing vessel is classified os a
"shoce-based" processor, will | be allowed Lo purchase fuel
for crab boilers and retorts tax exempt; and will 1 be
allowed a .03 per gallon refund on other fuel, such as
generator fuel?



24. Q.

25. Q.

26. Q

2. Q

28. Q

29. Q

The fuel is subject l,0o tax as you use it. Tax on the fuel
actually used during a calendar month should he remitted to
the Department by thu last day of the month following the
month the fuel was used.

Is fuol exempt from tox when used in off-highway vehicles and
equipment?

No. Fuel used in any equipment with an internal combustion
engine is motor fuel and is taxed at 8t per gallon. However,
the 1tw provides a 6f per gallon refund when the internal
combusion engine is not used in or in conjuricton with a motor
vehicle licensed to be operated on public ways, Ho refund is
allowed when the fuel is used in or in conjunction with a
licensed motor vehicle, including off-highway use.

As a placer miner, X do not operate any of my vehicles on the
highway system, nor are they licensed, Will | be allowed to
purchase fuel exempt from tax?

Ho. Fuel used in mining activities is subject to the BF
tax. You must purchase the fuel and pay the .08 per gallon.
As you use the fuel, you may file refund claims for .06 a
gallon refund.

Is agricultural fuel exompt from tax?

Ho. Agricultural fuel is subject to the initial .08 per
gallon tax. The farmer may npply for a .06 per Gallon refund
on the fuel used in unlicensed equipment. Additionally, if a
separate tank, is maintained, the former may purchase fuel
used for heating purposes tax exempt by signing a certificate
of use,

As an operator of an asphalt plant, may | sign a certificate
of' use and purchase the fuol used to operate the plant tax
free?

Yes, if the fuol is held in a "dedicated" tank and not stored
in common with taxaSlo fuel.

The tot3l combined output of our generators is 200 KU, Does
this mean we cannot qualify for the exemption regarding
generators of 100 KWor less?

Hot necessarily. If your total output was from a 1SOKW and a
KW generator, the fuel consumed by the SOKW generator would
be exempt. Or, if the two generators were 100KW each, then
all the fuel used by the generators would be exempt, as long
as they were stationary.

Are contractors performing on federal or state contracts
exempt fcom the motor fuel tax?

No. Fuel purchasec by a contractor either for his own
account or as the egent of a government agency for use in the
performance of a contract with that agency is subject to the
motor fuel tax.

A

14. 0.

A

fw. Supportingschedules aie required for tax exempt fuel
/lonly.

Can | substitute a computer printout of nmy sales of fuel in
lieu of manually preparing the supporting schedules?

Yes. if the same data required on the supporting schedule is
shown on the printout.

Certificate of Use

Thu certificate of use allows a purchaser to buy fuel tax free under
one of the motor fuel tax exemptions. |If a customer does not sign a
certificate of use, tie must pay the tax on the fuel purchased. A
dealer must pay to the state the tax on fuel sold for which a
certificate of use is not received.

IS. O-

A

How does a fuel dealer know when the motor fuel tax is to be
collected?

Hotor fuel tax is collected when a dealer sells or otherwise
transfers motor fuel in Alaska unlessa dealer has a
reasonable belief at the time of sale or transfer that, the
fuel sold or transferred is not to be used as motor fuel. If
the tax is not collected, the dealer shall obtain o
certificate of use from the buyer or transferee stating that
the fuel that has been or will be purchased or received is
not intended for use as motor fuel.

Which exempt uses of fuel do not have to be supported by a
certificate of use?

A certificate of use is not required for the following 5
exemptions:

a. Fuel used exclusively for heating single or multiple
unit private dwellings, including mobilo homes. This
does not include fuel used in or on a watercraft used as
a private
dwelling.

If heating fuel is not delivered into a heating fuel
tank, but is purchased by the can or drum, a dealer nmay
ask his customer to sign a certificate of use to protect
himself, in the event it is later found that the fuel
was used in a taxable manner;

b. Fuel used in stationary power plants that generate
electrical energy exclusively for private residential
consumption;

C. Fuel sold to, transferred to, or used on jet propulsion
aircraft operating flights from the state to a foreign
country, except flights to a foreign country with
intermediate stops within the United States;

_5-



17. Q

cl. Fuel sold to or transferred between licensed q'Jialified
dealers; \
\
e. Actual losses of volume which occur during handling.

transporting or storing motor fuel, including shrinkage
and losses from fire and other accidents.

When are annual certificates of use required?

Anannual certificate of use is required for the following
sales:

u. Fuel sold to, transferred to, or used by United States,
Alaska, or local government agencies for official use.
This does not include fuel sold to contactors who
purchase motor fuol either for their ownaccount or as
the agent of a government agency for usein the
performance of a contract with that agency;

b. Fuel sold to, transferred to, or used by auxiliary
military units for official use. This does not include
fuel purchased by a volunteer member of an auxiliary
unit for use in a private vehicle;

c. Fuel used in stationary power plants operating as public
utility plants and generatingelectrical energy for sale
to the general public;

<L Fuel sold exclusively for use for heating commeroial
buildings, or facilities, notincluding fuel used in or
on watercraft.;

e. Fuel used in stationary commercial power plants of 100
kw or less;
f. Fuel used by non-profit power associations or

corporations for generating electrical energy for resale

g. Fuel used by charitable institutions;

It. Refined fuel transported as cargo outof the state into
international waters if the fuel is sold or otherwise
transferred to watercraft which operate exclusively in
international waters and which do not. enter stale
territorial waters, ports or facilities;

i Refined fuel transported as cargo out of the state on a
vessel from a port in this state to a port outside this
state, except fuel purchased in the state for use in the
exploration for and development of subsoil and seabed
resources in and upon the adjacent, outer continental
shelf of the state;

j- Fuel consigned to foreign countries;
k. Fuel which is at least 10 percent alcohol by volume;

1. Additives that are used for improving existing
characteristics of fuel, not including blended fuel,

-6

18.

19

20.

21.

22.

23.

m  Fuel used for any other purpose which the department
determines is not motor fuel as defined by AS
43.A0.100(2) if the purpose is fully disclosed on the
monthly motor fuel tax return.

n. Jet fuel sold to commercial air carriers which transport
passengers or freight between Alaska and a foreign

country.

Hay a dealer or seller use his owmn form of a certificate of
use?

Yes, if it has been approved by the department prior to its
use.

I have several customers possessing large fuel storage tanks
on their trucks. Others come in and purchase 4 to 6 drums of
diesel. The customers sign certificates of use stating that
the fuel is for heating purposes. In some cases | know the
customers have diesel powered equipment in their businesses.
Am | liable for the tax if | make an exempt sale to these
customers?

Not if you obtain a signed certificate of use at each sale.
The ultimate liability is on the customer if on audit reveals
tax due.

We are a logging company working at a remote site and our
vehicles are not licensed. W store fuel used for the trucks
and other heavy uquipmenl, our camp gnnorntorn and camp
heaters, in one main tank. Will | be allowed to purchase the
heating fuel tax exempt if | sign a certificate of use?

No. To purchase your heating fuol tax exempt you must store
the exempt fuel in a sepurale Lank. Exempt fuel cannot bo
stored in a "common" storage tank with fuel subject to tax.

What is the responsibility of a fuol dealer if a "common
storage tank" exists? As an example, Dealer A sells fuel to
Customer B, a construction company, and B signs a certificate
of use stating that the fuel will be used exclusively for
heating purposes. Does A have to determine that B does, in
fact, maintain separate storage?

The responsibility in such a case is upon B, the customer
signing the certificate, and the ultimate liability is upon B
if an audit should reveal tax due.

General Questions
What is the current tax rate on motor Tuel?

The tax on motor fuel transferred or consumed ;s 8< per
gallon except that Lax on aviation gasoline is 4< per gallon,
the tax on motor fuel used in and on watercraft is per
gallon, and the Lax on aviation fuel other than gasoline is 2
1/2t per gallon.

If 1 import fuel into Alaska, or | refine fuel in Alaska for
fay omn use, at what point do | become liable for the tax?



(oY i £21 KENWRAYSFRINTING ANHIRAGE

Parts 1and 2 «To Revenue

Alaska Department of Revenue
Part 3 =Your Files

Audit Division
Pouch SA MOTOR FUEL TAX RETURN
Juneau, Alaska 99811 AS 43.40.010

This return is due on or before the last day of the month following the month in which the motor fuel was sold or delivered.

GOVPANY NAIVE AND IVAILING ADDRESS FOR THE MONTH OF YEAR

ALASKA BUBINESS LOCATION

FEDERAL BVPLOYER IDENTIHCATION NUVBER

(a) AVIATION (b) AVIATION (c) MARINE (d) MARINE (e) OTHER () OTHER
GASOLINE JET FUEL GASOLINE DIESEL GASOLINE DIESEL

GROSS DISTRIBUTIONS (Report all fuel in gallons or fractions of gallons)

1 Total fuel sold within Alaska

2. Total fuel you used

3. Other distributions
(Attach explanation)

4. Total gross distributions
(Add lines 1-3 in each column)
EXEMPT DISTRIBUTIONS (Attach schedules 04-543 for all exempt sales except sales for heating use. See instruction "B” on back.)
5. Qualified dealers
6. Sold for heating use
. Federal government 1
. State/local government
. Charitable institution
10. Pub. util./non-profit power assoc.
11 Exempt power plant
12. Jet fuel - foreign flights
13. Bonded jet fuel
14. Consigned to foreign countries
15. Exported as cargo
16. Gasohol
17. Losses (Attach explanation)
18. Other (Attach explanation)

© 00

19. Total exempt distributions
(Add lines 5-18 in each column)

TAXABLE DISTRIBUTIONS (For each column (a) through (f), subtract line 19 from line 4 and enter difference on line 20 below.)

20. Total taxable distributions

21. Aviation gasoline tax
© 4* per gallon S

22. Aviation jet fuel tax
@ 2'/?" per gallon S

23. Marine fuel tax
@ 5' per gallon $ S

24. Other fuel tax
@ 8' per gallon S

TOTAL TAX (Add amounts from
lines 21 -24 above)......ccceviiiiiiciiciice S

DEDUCTION FOR TIMELY FILING

I declare under penalty of perjury that | have examined this return, and to (Enter lesser of S100 or 1% of total tax) . S( )
the best of my knowledge and belief it is a true and correct return of all
fuel sold waedelivered during the month specified. PENALTY oo $

INTEREST ..ot S
SINATLRE CATE TOTAL AMOUNT ... S
X CREDIT (See instructions on back) ........ S< )
TIMLE (Ploaso Prinl)

NET AMOUNT ..oooviiiiiiieeee e S

04541 (7/89)



Alaska Department of Revenue Lo N r-r-i mhii-s Part 1-To Revenue

Audit Division CLAIM FOR REFUND Part2-YourFile

P°uchSA n/irkTAD CIlICI TAY Part 3, Schedule A-To Revenue
Juneau, Alaska 99811 OF MOTOR FUEL TAX

DUE DATE: All claims must be filed within one year from the date the fuel was purchased. (AS 43.40.050)

Business or Occupation Fuel on which rotund is claimed was

Send Relund To: (Narmo and Address) purchased: (dales)

Business Localion (Gity and Slate)

Through

INSTRUCTIONS:

1. Complete Form 04-545 Invoice Listing. 3. Complete sections I and Il below.

2. Detach and complete Schedule A Statement of Motor Fuel Use 4. Sign and date the claim. Please note that a fraudulent claim is
Upon Which Refund is Claimed. This Schedule is part 3 of this a felony punishable oy a maximum fine of 525,000.00 or three
form. years imprisonment, or both.

APPLICANT'S USE REVENUE USE ONLY

1 SUMMARY OF GALLONS PURCHASED AND USED
a. Total gallons purchased as reported on Form 04-545 Invoice LiSting.......cccccceeeieeiieennne

b. Total gallons used in or in conjunction with a licensed vehicle, no matter
where operated In Alaska, and marine fuel used inoron watercraft...........cccocoeeeinnen

¢. Net gallons used upon which a refund is claimed. (Subtract line (b) from line (a).
This figure must equal the total gallonage reported on Schedule A .).....cccooiiiiiiiinene

Il. SUMMARY OF AMOUNTS CLAIMED FOR REFUND. Enter the gallons claimed at each refund rate as reported on Form 04-545 Invoice Listing.
Check the box to indicate the type of fuel. Multiply the Gallons Claimed by the Refund Rate and enter the result in the Refund Claimed column.

GALLONS GASOLINE DIESEL REFUND REFUND REVENUE
CLAIMED RATE CLAIMED USE ONLY

NOTE: The total gallons a
claimed in (g) below b
must equal the total
gallonage reported on C.
Schedule A. d
e
f

® 0 NOO
A V) IV, T B = N 0)
B A BB Ol

g. Total Gallons Claimed

Add linesa -f............
h. Total Refund Claimed. Add lNES @-T......cc.couiiiiieieieee ettt ettt ae s s $
REVENUE USE ONLY

Adjustments......cccevviiiiiiiniiens

Net Amount of Refund................

Claim Paid: / / Warrant Number: Warrant Amount: S

1. SIGNATURE

Ideclare under penalty of perjury that I have examined this claim, and to the best of my knowledge and belief the fuel was purchased on the dates and
in the amounts shown on each invoice, that the fuel was used in the manner set forth and that none of ihe fuel on which a tax refund is claimed was
used for operating an internal combustion engine in, or in conjunction with, a motor vehicle licensed t be operated on public ways and that no part of
the tax refund claimed has already been paid.

Signature Printed Narmo ol Person Who Signed Title Dete
Revenue Use Only Audited By:
Approved:

REMEMBER TO ATTACH FORM 04-545 INVOICE LISTING, ORIGINAL INVOICES, AND SCHEDULE A.

04 544 (5(631

L30Z
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Register 86, July 1983

CHAPTER 40.
MOTOR FUEL TAX

Article
1. Application of Tax
(15 AAC 40.010-15 AAC 40.070)
2. Tax Refunds and Credits for Fuel
Resellers (15 AAC 40.100)
3. Tax Refunds and Credits for Final
User
(15 AAC 40.200-15 AAC 40.230)
(Reserved)
(Reserved)
(Reserved)
(Reserved)
(Reserved)
General Provisions (15 AAC 40.900)

ARTICLE 1
APPLICATION OF TAX

Section

10.  Tax return filing requirements

20.  Fuel subject to tax and exemptions

30.  Certificate requirements for certain
sales

40.  Qualified dealer license

50. Bonding requirement for qualified dealer
license

60. Revocation of qualified dealer license

70.  Records

15 AAC 40.010. TAX RETURN FILING
REQUIREMENTS. Each dealer and each user
must submit monthly to the department a

return showing all motor fuel sold or trans-

ferred by the dealer or consumed by the user in

the state, including all tax-exempt sales, trans-

fers and uses. The return must be signed by the
dealer or user under penalty of perjury and must
show to whom fuel was sold or transferred and
the reasons for any tax exemption. The return,
supporting documentation, and the tax collected
or accrued must he remitted by the last day of
the month following the month the motor fuel
was sold, transferred or used. (Eff. 7'19/82.
Reg. 83)
Authority: AS 43.U5.080
AS 43.40.010

15 AAC 40.020. FUEL SUBJECT TO TAX
AND EXEMPTION'S, (a) All motor fuel sold
or transferred in the state or consumed by a
user in the state is subject to the motor fuel

REVENUE

15 AAC 40.010
15 AAC 40.020

tax under AS 43.40.010 43.40.100, unless
exempted under (b) of this section. For pur-
poses of AS 43.40.010 43.40.100 and this
chapter, “motor fuel™ is fuel used in an engine
for the propulsion of a motor vehicle or aircraft,
and fuel used in and on watercraft for any
purpose, or in a stationary engine, machine or
mechanical contrivance which is run by an
internal combustion motor, including bulk or
other transfers of fuel between producing,
refining, importing or exporting companies
and gasoline separated from a mixture of gaso-
line and alcohol that was not taxed in its com-
bined state. 2/Ml bulk sales of fuel to a person
who uses a common storage tank servicing both
taxable and nontaxable uses, except bulk sales
of jet fuel to a person who exclusively flies
directly from the state to a foreign country,
are subject to the motor fuel tax under AS
43.40.010 - 43.40.100, but the portion actually
used for nontaxable purposes is eligible for a
tax refund upon application to the department.

Ib) Fuel meeting the following requirements is
exempt from the motor fuel tax under AS
43.40.010 - 43.40.100:

(1) fuel sold to, transferred to, or used by
United States, Alaska, or local government
agencies for official use, except motor fuel sold
to a contractor who purchases motor fuel either
for its own account or as the agent of a govern-
ment agency for use in the performance of a
contract with that agency:

(2) fuel sold to, transferred to, or used by
auxiliary military units for official use. not
including fuel purchased by a volunteer member
of an auxiliary unit for use in a private vehicle:

(3) fuel wused in stationary power plants
operating as public utility plants and generating
electrical energy lor sale to the general public;

(4) fuel used exclusively for use in heating
private residential buildings;

(5) fuel soiii exclusively for use for heating
commercial buildings or facilities, not including
fuel used in or on watercraft;

(6) fuel used in stationary power plants that
generate electrical energy exclusively for private
residential consumption;

15-46.36j.9
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15 AAC 40.030

(7) fuel used by nonprofit power associations
or corporations lor generating electrical energy
for resale:

(8) fuel used by charitable institutions;

(9) refined fuel transported as cargo out of
the stale on a vessel from a port in this state to
a port outside this state, except fuel purchased
in the state for use in the exploration for and
development of subsoil and seabed resources in
and upon the adjacent outer continental shelf
of the state;

(10) fuel consigned to foreign countries;

(11) fuel sold to, transferred to, or used on
jet propulsion aircraft operating (lights from the
state to a foreign country, except flights to a
foreign country, with intermediate stops within
the United Stales:

(13) fuel which is at least 10 percent alcohol
by volume:

(13) fuel sold to or transferred between
licensed qualified dealers;

(14) actual losses of volume which occur
during handling, transporting or storing motor
fuel, including shrinkage and losses from fire and
other accidents:

(15) additives that are used for improving
existing characteristics of fuel, not including
blended fuels: and

(16) fuel used for any other purpose which
the department determines is not motor fuel as
defined by AS 43.40.100(2) if the purpose is
fully disclosed on the monthly motor fuel tax
return. (HIT. 7/19/82. Reg. S3; am 11/14/82.
Reg. 84)

Authority: AS 43.05.080
AS 43.40.010
AS 43.40.100

15 AAC 40.030. CERTIFICATE REQUIRE-
MENTS FOR CERTAIN SALES, (a) In support
of an exemption under 15 AAC 40.020(b)(3).
<5). (7). (S). (10). (I1), (12). and (16), the
dealer or the fuel reseller shall obtain a certifi-
cate of use from the buyer or transferee at the
time of each sale statin" that the fuel that is

15-46.36). 10
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purchased or received is not intended for use
as motor fuel subject to tax under AS 43.40.010
-43.40.100.

(b) In support of an exemption under 15 AAC
40.020(b)(1), (2), (4), (6) and (13), the dealer
or the fuel reseller shall obtain a certificate of
use at the time of the first sale in each calendar
year from a person purchasing fuel for one of
these exempt uses.

(c) In support of an exemption under 15 AAC
40.020(b)(9) for transportation of refined fuel
out of the state, a dealer, fuel reseller or user
must submit to the department proof of that
use on a form prescribed by the department by
the last day of the month following the month
the fuel was transported out of the state.

(d) If a purchaser certifies in writing on a
certificate of use that the use of the fuel pur-
chased is for an exempt use and the purchaser
subsequently uses the fuel (or taxable purposes,
that purchaser is liable for payment of the
motor fuel tax.

(e) A certificate 0" use under this section must
be signed by the purchaser or his or her repre-
sentative. The certificate remains in effect unless
revoked by the department or in writing by the
purchaser, dealer or fuel reseller. The dealer,
fuel reseller or user must retain a copy of each
certificate of use or form required under this
section for three years. (Eff. 7/19/82, Reg. 83;
am 11/14/82, Reg. 84)

Authority: AS 43.05.080 AS 43.40.050
AS 43.40.010 AS 43.40.085
AS 43.40.035

15 AAC 40.040. QUALIFIED DEALER
LICENSE, (a) A person who in the regular
course of business sells at least 20 percent of his
or her fuel to another party for resale or for
residential heating purposes or for a combina-
tion of those purposes may apply for and obtain
a license from the department.

(b) The department will, in its discretion,
refuse to issue a license to a person described
in (a) of this section if there isreasonable cause
to believe that the applicant has willfully with-
held information necessary to determine eligi-
bility for a license or if there is reasonable cause
to believe that information submitted in the
application is false or misleading.

REVENUE

15 AAC 40.030
15 AAC 40.0(>0

(¢) A license issued under (a) of this section is
in addition to anv other license required by law.
(Eff. 7/19/82. Reg. 83: am 11/14/82, Reg. 84)

Authority: AS43.05.0S0
AS 43.40.100

15 AAC 40.050. BONDING REQUIREMENT
FOR QUALIFIED DEALER LICENSE, (a) An
applicant for a qualified dealer license must file
with the department a bond made payable to
the department in an amount equal to twice
the average monthly motor fuel tax remittance
or in the amount of S5,000, whichever is
greater. The department will, in its discretion,
accept a cash deposit or a bank letter of credit in
the appropriate amount in lieu of a bond.

(b) In lieu of the requirements of (a) of this
section, an applicant for a qualified dealer
license may file a sworn statement in affidavit
form stating that the applicant owns real
property in the state equal in value to at least
twice the average monthly motor fuel Tax
remittance, on which the motor fuel tax may
become a first lien, and describing the property
and the fair market value of the applicant’s
interest in the property. (Eff. 7/19/82, Reg. 83)
Authority: AS 43.05.080

AS 43.40.100

15 AAC 40.060. REVOCATION OF QUAL-
IFIED DEALER LICENSE, (a) The department
will, in its discretion, revoke a license issued
under 15 AAC 40.040 if a licensee fails to
comply with the requirements of AS 43.40.010
- 43.40.100 or this chapter.

(b) If the department determines a license
should be revoked for failure to comply with
the requirements of AS 43.40.010 - 43.40.100
or this chapter it will give the licensee 30 days’
notice of a proposed revocation. If the basis
for revocation still exists on the 30th day, the
department will, upon notice of revocation to
the licensee, revoke the license, unless an
appeal under (d) of this section has been timely
filed by the licensee.

(c) When a license is revoked under this
section, the licensee may not apply for a new
license until 60 days after the date of revoca-
tion. The date of revocation is the date on which
the notice of revocation is issued.
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(d) A person may appeal a notice of proposed
revocation to the department. The appeal must
be submitted to the department in person or by
mail within 10 days of the date of issuance of
the notice of proposed revocation. The depart-
ment will hold a formal hearing on the appeal as
prescribed by 15 AAC 05.030. The hearing
officer will issue a written decision, and, if

appropriate, a notice of revocation will be issued

by the department. (Eff. 7/19/S2, Reg. 83; am
11/14/82, Reg. 84)

Authority: AS 43.05.080

AS 43.40.100

AS 43.40.240

15 AAC 40.070. RECORDS, (a) Each dealer,
fuel reseller and user must keep a complete
record by gallons showing

(1) all motor fuel inventories on hand at the
first of each month;

(2) all motor fuel refined during each month;

(3) all motor fuel purchased, received or pro-
duced during each month, showing the name of
the seller and the date of each purchase or
receipt;

(4) all motor fuel sold, transferred or used
during each month, the date of sale, transfer, or
use, and the names of all purchasers and trans-
ferees;

(5) all nontaxable fuel sales or transfers made
during each month;and

(6) all motor fuel inventories on hand at the
end of each month.

(b) Each dealer, fuel reseller and user must
keep a complete record showing all amounts
received from a supplier or the department for
exempt sales or transfers and for credits or
refunds for taxes paid.

(c) Each dealer, fuel reseller and user must
preserve for three years from the due date, or
the date the return was tiled, whichever is later,
all books and records required under this section.

REVENUE Vo N\ - «
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ARTICLE 2.
TAX REFUNDS AND CREDITS
FOR FUEL RESELLERS

Section

100. Refunds and credits on certain sales
or transfers of motor fuel

110.  (Repealed)

15 AAC 40.100. REFUNDS AND CREDITS
ON CERTAIN SALES OR TRANSFERS OF
MOTOR FUEL, (a) If a fuel reseller makes a
sale or transfer of motor fuel that is exempt
under 15 AAC 40.020(b) and upon which motor
fuel tax has been previously paid, the fuel
reseller is entitled to a refund equal to the
amount of tax previously paid on the res)Id
fuel from the department. To receive a relund
the fuel reseller must have on file a ccrtiln-ate
of use from the buyer.

(b! If a fuel reseller makes a sale or tr.mder

of motor fuel upon which the motor fuel tax
has been previously paid and the tax paid
exceeds the tax due on resale, the fuel reseller
is entitled to a refund equal to the amount of
tax previously paid less the amount of tax pre-
scribed by AS 43.40.010.

(¢) In lieu of claiming a refund directly from
the department, a fuel reseller who sells or trans-
fers fuel that is exempt or is subject to a lesser
tax on resale than that previously paid may
elect, with the express written consent of the
supplier, to receive the refund or credit directly
from the supplier. A claim > refund or credit
must be supported by copies of the original
invoices issued by the claimant anil copies of
the certificate of use obtained. When an election
is made under this section, the supplier may
claim the credit or refund Iron the department
by adjusting the motor fuel tax return accord-
ingly. To be effective, an election under this
section must be submitted on a form prescribed
by the department and signed in quadruplicate
by the fuel reseller and by the supplier. The fuel
reseller .m.l the supplier must each file one copy
of the election, with original signatures, with the
department. The fuel reseller and the supplier
must each retain a copy of the election, with

(EIf. 7/19'82. Reg. 83: am 11/14/82, Reg. 84) original signatures, for audit review by the
Authority: AS 43.05.080 AS43.40.050 department. If an election is made under this
AS 43.40.010 AS43.40.085 section, it may not be revoked without the
AS 43.40.030 AS43.40.100 express written consent of the supplier.
15-46.36/
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id) A claim for refund or credit under (a), (b)
or (c) of this section must be filed within one
year from the date of the sale as shown on the
invoice issued by the claimant. Failure to file
within the one-year period waives the right to a
refund or credit. The claim must include the
name, address and occupation of the applicant,
the nature of the business of the applicant, and
a description sufficient to identify the basis for
the refund or credit. A claim for refund must be
supported by copies of the original invoices
issued by the claimant and copies of the cer-
tificates of use obtained. (EIT. 4/8/82. Reg. 82,
am 8/1/82, Reg. 83; am 7/19/82, Reg. 83; am
11/14/82. Reg. 84)

Authority: AS 43.05.080 AS43.40.035
AS43.40.010 AS43.40.050
AS43.40.030 AS43.40.060

15 AAC 40.110.
Repealed 11/14/82.
ARTICLE 3.

TAX REFUNDS AND CREDITS
FOR FINAL USER

Section

200. Refunds on certain uses of motor fuel

210.  Requirements for filing claims for
refund of motor fuel tax

220.  Recovery of erroneous refunds

230.  Records

15 AAC 40.200. REFUNDS ON CERTAIN
USES OF MOTOR FUEL, (a) If a person uses
motor fuel in an internal combustion engine and
the motor fuel tax of eight cents a gallon has
been paid but that fuel is not used in, or in con-
junction with, a licensed motor vehicle, as
aviation fuel, or in or on watercraft, that person
is entitled to a refund of six cents a gallon.

(b) Ifa person purchases fuel upon which the
motor fuel lax has been paid and uses the fuel
for tax-exempt purposes as described in 15 AAC
40.020(b). that person is entitled to a refund of
the full amount of tax paid if that person has
not signed a certificate of use staling that the
fuel that was purchased was not intended for use
as motor fuel.

(c) if a person purchases motor-fuel upon
which the amount of tax paid exceeds the tax
imposed by AS 43.40.010 for the manner in

REVENUE

15 AAC 40.100
15 AAC 40.210

which the motor fuel is used, that person is
entitled to a refund equal to the amount of tax
paid, less the amount of tax prescribed by AS
43.40.010.

(d) If a person purchases motor fuel upon
which marine fuel tax or aviation fuel tax has
been paid and uses the fuel in a land-based
internal combustion engine that is not used in or
in conjunction with a licensed vehicle, that
person is entitled to a refund equal to the
amount of tax paid, less the amount of two
cents per gallon. (Eff. 7/19/82, Reg. S3; am
11/14/82, Reg. 84)

Authority: AS 43.05.080 AS 43.40.050
AS 43.40.010 AS 43.40.100
AS 43.40.030

15 AAC 40.210. REQUIREMENTS FOR
FILING CLAIMS FOR REFUND OF MOTOR
FUEL TAX. la) A claim for refund of motor
fuel tax under 15 AAC 40.200 must include
the following information for the period covered
by the claim:

(1) a schedule indicating by type of fuel
(e.g. gasoline, diesel, etc.), the following:

(A) total gallons of motor fuel purchased

during the period;

(B) total
during the period;

gallons

(C) total gallons of fuel used for tax-

exempt purposes, as described in 15 AAC
40.020(b); and

(D) total gallons of motor fuel used that

are eligible for refund, as described in 15 AAC
40.200;

(2) if fuel was used for tax-exempt purposes,
a clear, complete explanation of that use, includ-
ing the category of exempt use under 15 .AAC
40.020( b): and

(3) a schedule indicating by type of equip-
ment. the gallons used that are eligible for
refund.

(b) The first claim filed during each calendar
year must include a list of the person’s equip-
ment. including license and serial numbers.

15-46.36m
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(¢) Original invoices must
substantiate any claim for refund. Corrected
invoices will be accepted only if the original
incorrect invoice is also submitted. (Eff.
7/19/82, Reg, 83)
Authority: AS43.05.0S0
AS 43.40.030

AS 43.40.050
AS 43.40.060

15 AAC 40.220. RECOVERY OF ERRONE-
OUS REFUNDS. The department will, in its
discretion, recover any refund or portion of any
refund which is erroneously made and any credit
or portion of any credit which is erroneously
allowed. (Eff. 7/19/82, Reg. 83)

Authority: AS43.G5.0S0
AS 43.10.032
AS 43.40.0S0

15 AAC 40.230. RECORDS, (a) A person
filing a claim for a motor fuel tax refund must
keep a complete record in gallons showing

(1) all motor fuel inventories on hand at the
beginning and closing of the claim period,;

(2) all motor fuel purchased or received,
showing the name of the seller and the date
of each purchase:

(3) all motor fuel transferred into the fuel
supply tanks of an internal combustion engine
that is used in or in conjunction with a motor
vehicle licensed to be operated on public ways;

(4) all motor fuel transferred into the fuel
supply tanks of an internal combustion engine
that is not used in or in conjunction with a
motor vehicle licensed to be operated on public
ways, showing the purpose for which it is used;
and

(5) all motor .".el used for exempt purposes

under 15 AAC 40.020(b) with documentation
of the specific purpose for which the fuel is
used.

(ID A person claiming a motor fuel tax refund

must preserve for three years from the date of
filing a claim, books and records pertaining to
all acquisitions and uses of motor fuel.

(c) Failure to maintain records required by (a)
and (b) of this section for a period necessary to
substantiate any claim filed for that period may

REVENUE
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15 AAC 40.210
15 AAC 40.900

be cause for denial of a refund or for recovery
of a refund paid on a claim. (Eff. 7/19/82. Rec.
83; am 11/14/82, Reg. 84)
Authority: AS 43.05.080

AS 43.40.050

AS 43.40.080
AS 43.40.085

ARTICLE 4.
(Reserved)

ARTICLE 5.
(Reserved)

ARTICLE 6.
(Reserved)

ARTICLE 7.
(Reserved)

ARTICLE S.
(Reserved)

ARTICLE 9.
GENERAL PROVISIONS

Section

900. Definitions.
15 AAC 40.900. DEFINITIONS. In this
chapter

(1) “charitable institution" means a non-
profit association, corporation, society or other
enr ry which is organized or incorporated ia the
star: for the relief of poverty or distress:

(2) “dealer" means a person who sells or
otherwise transfers in this state motor fuel upon
which the taxes imposed by AS 43.40 have not
been paid;

(3) “department" means the Department of
Revenue;

(4) *“fuel reseller” means a person who sells
or otherwise transfers in this state fuel upon
which the taxes imposed by AS 43,40 have been
paid:

(5) "shrinkage" means loss of volume as a
result of temperature changes:

(6) “user” means a person consuming or
using motor fuel who purchases the fuel out of
state or ships it into the state for personal use in

15-46.36n
(corrected)



MEMORANDUM State of Alaska

TO James R. Ayres DATE: March 17, 1986
Director of Legislative Relations
Office of the Governor ALE NO
TELEPHONE NO. 465-3600
FROM: Harold M. Brown SUBJECT SB 387 (Marine
Attorn eneral fuel use" tax)

By:: RiJ!!l D..nxlmkman

Assistant Attorney General

At your request, we have reviewed AS 43.40.010(b) 1in
the context of SB 387. The statute provides:

(b) There 1is levied a tax of eight cents a
gallon on all motor fuel consumed by a user,
except that

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

AS 43.40.010 (emphasis supplied).

This tax 1is a "use" tax, meaning that it is 1imposed
upon the use or consumption of fuel. This is a well-established
type of tax, used in many jurisdictions. It is different from a
"sales™ or "transaction" tax, 1in that the purchase of the fuel in
Alaska does not trigger the tax. */ A barge fueling up 1in
Seattle for a trip to Anchorage, for example, would be liable to
pay the tax for fuel used or consumed while 1in Alaska territorial
waters, even though the fuel was bought in Washington state.

As we understand the situation, the Department of
Revenue has been systematically reviewing 1in-state motor fuel
dealers and out-of-state fuel suppliers to determine if this tax
has been 1in compliance with the law. As part of their i*eview,

*/ A "sales™ tax on motor fuel used by watercraft is provided 1in
AS 43.40.010(a). This tax focuses on sales and transfers of fuel
within Alaska. The combination of these two sections provides a
comprehensive, coherent taxiiig system for marine motor fuels.
Alaska®™s statute 1is similar to use taxes 1imoosed by California,
Kansas, New Mexico, Oklahoma, Utah, Washington and Wyoming,

JJmtAiPov in Al



James R. Ayres, Director March 17, 19S6
Legislative Relations Page 2
Office of the Governor

Re: SB 387

it was discovered that the interstate freight transportation
industry (e.g., TOTE) was not paying the tax. Hence, the
department has been notifying delinquent taxpayers and assessing
the ta-:.

This 1s not a change 1in policy. Instead 1t 1is an
effective application of the Department of Pvevenuels
long-standing policy of collecting taxes 1in a full and fair
manner. The faxes being assessed against these interstate
carriers are squarely within the statute. The taxpayer®s main
complaint seems to be that they have finally been caught up with,
and are now being required to pay the taxes" due.

The Department of Revenue estimates that SB 387 will
reduce tax receipts by an estimated 23,000,000. In these times
of fiscal crisis, it does not appear to be wise policv to reduce
the State of Alaska tax base by such a large amount.

HMB :RDM:cck
cc: The Hon. Mary Nordale

Commissioner
Department of Revenue

gjtc:
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MEMORANDUM State of Alaska

T James R. Ayres DATE March 17, 1986
Director of Legislative Relations
Office of the Governor FILE NO
TELEPHONE MD 465-3600
FROM Harold M. Brown SURJECT SB 387 (Marine
AttfoRn Ggngral fuel use tax)

By: Richard D. Monkman
Assistant Attorney General

At your request, we have reviewed AS 43.40.010(b) in
the context of SB 387. The statute provides:

((0))] There 1is levied a tax of eight cents a
gallon on all motor fuel —consumed bv a wuser,
except that

(2) the tax on motor fuel wused in and on
watercraft of all descriptions 1is rive cents a
gallon

AS 43.40.010 (emphasis supplied).

This tax 1is a "use"™ tax, meaning that it 1is 1imposed

upon the use or consumption of fuel. This is a well-established
type of tax, used in many jurisdictions. It is different from a
"sales™ or "transaction" tax, in that the purchase of the fuel 1in
Alaska does not trigger thetax. */ A barge fueling up 1in

Seattle for a trip to Anchorage, for example, would be liable to
pay the tax for fuel used or consumed while in Alaska territorial
waters, even though the fuel was bought 1in Washington state.

As we understand the situation, the Department of
Revenue has been systematically reviewing in-state motor fuel
dealers and out-of-state Tfuel suppliers to determine if this tax
has been in compliance with the Ilaw. As part of their review,

*/ A "sales"™ tax on motor fuel used by watercraft is provided in
AS 43.40.010(a) This tax focuses on sales and transfers of fuel
within Alaska, The combination of these two sections provides a
comorehens ive, coherent taxing system for marine motor fuels.
Alaska®s statute similar to use taxes im.Dosed bv California,
Kansas New Mexico Oklahoma, Utah, Washington and Wyoming.

0?rmiA/PpV



James E. Avres, Director March 17, 19S6
Legislative Relations Page 2
Office of the Governor

Re: SB 387

it was discovered that the interstate freight transportation
industry (e.g., TOTE) was not paying the tax. Hence, the
department has been notifying delinquent taxpayers and assessing
the tax.

This is not a change in policy. Instead it 1is an
effective application of the Department of Revenue"s
long-standing policy of collecting taxes 1in a full and fair
manner . The taxes Dbeing assessed against these interstate
carriers are squarely within the statute. The taxpayer®s main
complaint seems to be that they have finally been caught up with,
and are now being required to pay the taxes due.

The Department of Revenue estimates that SB 337 will
reduce tax receipts by an estimated $3,000,000. In these times
of fiscal crisis, it does not appear to be wise policy to reduce
the State of Alaska tax base by such a large amount.

HMB :RDM:cck
cc: The Hon. Mary Rordale

Commissioner
Department of Revenue
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POSITION STATEMENT BY THE UNITED STATES FLAG CARRIERS

AND FOREIGN FLAG CARRIERS

The Department of Revenue of the State of Alaska by letter
dated June 10, 1985 has advised numerous foreign and
domestic shipping lines engaged in foreign and interstate
commerce that they are subject to the Motor Fuel Tax (AS
43.40.010) of five cents per gallon. This would be cover
all fuel consumed in propelling the vessels in Alaskan
waters. The tax is imposed although the fuel is purchased
out-of-state, does not come to rest in Alaska and may have
been previously taxed when purchased out of state.

Alaska imposes a tax on transfer of motor fuel and on
consumption of motor fuel by statutorily defined "users"
"Users" is defined as follows:

AS 43.40010 (1983)

(4) "user" means a person consuming or using
motor fuel, who either

(A) purchases the fuel out of the state
and ships it into the state for
personal vise in the state

(B) manufactures the fuel in the state;
or

(C) purchases orreceives fuel in the state that
is not taxed at the time of purchase or
receipt or is taxed at a rate that is less
than the rate prescribed by AS 43.40.010.

The Department construes the phrase "ships . , . into" the
state as equivalent to "carried into" the state. Blacks
Law Dictionary definition of the verb "to ship" is:

"to place goods on board a vessel for the purchaser or
consignee, to be transported at his risk".

Since the common meaning of the verb "to ship" is to
transport cargo, and no contrary definition 1is provided in
the motor fuel tax statute, fuel taxable under AS 43.40.100
(4) (A)must be transported as cargo not as fuel tank fuel
for use in propelling a vessel.

Under the Department's interpretation, the tax would apply
on its face to fuel tank fuel of trucks and automobiles

537



entering the state. Enforcement of a tax on fuel tank fuel
against marine shipping, but not against motor vehicle
would be discriminatory. The enforcement problem.s
inherent with the Department's position weighs heavily
against its interpretation and is strong evidence of the
legislative intent not to impose the tax on fuel tank fuel.

A number of court cases support the position that it is an
unconstitutional burden on interstate and foreign commerce
for a state to tax the mere consumption of fuel used in
providing the motive power of vessels sailing in its
waters.

Other states have expressly rejected the Department's
position of imposing a tax on fuel purchased out of state
by non-residents and consumed in propulsion of vessels,
aircraft or motor vehicles, thereby eliminating the
possibility of multiple taxation of the same event.

Washington's administrative code specifically excludes
taxing any part of consumable goods, including bunker fuel
which is used in Washington but was placed aboard outside
the state.

California, by regulation, prevents the application of its
use tax to fuel purchased for use and used in interstate or
foreign commerce prior to its entry into California and
thereafter used continuously in such commerce both within
and without California and not exclusively in California.

Oregon does not tax bunker fuel purchased out of state and
consumed while propelling a vessel in interstate or foreign
commerce within the state.

Hawaii by statute prohibits taxing the use of goods
imported into the state by the owner of a vessel engaged in
interstate or foreign commerce and held for and used only
as ships stores for the vessel. Bunker fuel is considered
by the Hawaii Department of Taxation to be part of ships
stores.

The Alaska Department of Revenue determined that fuel which
is consumed in propelling a vessel in interstate or in
foreign commerce is considered an import once it reaches
Alaskan waters. The United States Supreme Court has
clearly rejected such an interpretation in Swain and Finch
Company v. United States.

The obvious purpose of the statute is to prevent an Alaska
resident from purchasing non-taxed fuel outside of the
state and then bringing in into Alaska and storing it for
future use, thereby avoiding the Alaska Motor Fuel Tax.
The purpose is not to tax fuel consumed which provides the
motive power of a vehicle, vessel or aircraft \“hich has

uuflwir.:,



taken fuel on outside Alaska and thereafter enter Alaska as
part of an interstate or foreign journey.

The tax cannot hav« been intended to apply to mere
consumption of fuel in Alaska waters and must have been
intei led to apply to fuel both stored and consumed in
Alaska.

The motor fuel tax, as interpreted by the Department, poses
the enhanced risk of multiple taxation and discriminates
against interstate commerce under the Equal Protection and
Commerce Clause of the United States Constitution.

The tax would increase the operating costs of cruise ships
and tug and barge operators which would be passed on to
consumers, resulting in higher costs for everything that
Alaskans buy. Many carriers cannot absorb any additional
costs and remain viable competitors and would therefore be
forced to consider curtailing service or even discontinuing
service.

The tax discriminates against the Port of Anchorage as the
tax applies to fuel consumed in Alaskan waters. Because
the approach to Anchorage through Cook Inlet passes through
more Alaskan waters than, for example, the approach to
Seward, the tax consequence is greater for a vessel to call
at Anchorage than to call at another port,
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Testimony of
Michael G.” Ranta
on Senate Bill 387

Madam Chairwoman, Mr. Chairman, members of the committee, my name is
Michael G. Ranta, Tax Manager for the Pacific Division of Crowley Maritime
Corporation. We wish to express our support of Senate Bill 387 and point
out that administrative and economic burdens placed on the taxpayer under
the current ruling are excessive in relationship to the amount of tax

collected.

Tracking and calculating time spent and fuel consumed in Alaska waters on a
regular scheduled route such as our year-round Alaska Hydro-Train operation
which carries freight into Whittier from Seattle once a week is a relative

easy task.

However, Crow'.ey Maritime also has freight operations to westward Alaska
which do not have regi®ar routes and/or ports of call. These operations
have voyages in the spring and summer months which have a duration of
anywhere from 40 to 90 days, calling on various ports many of which are

shallow and cannot facilitate large tugs and barges.

When calling on these shallow water ports, freight must be lightered to
shore via shallow draft tugs and barges, from the main freight barges
anchored or jogging anywhere from 1 to 12 miles offshore, depending on

location, tide and weather.
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Page Two

Trying to track each entry and exit from the Alaska 3 mile limit places
additional navigation calculations on vessel Captains when their main
objective is to safely deliver their cargos and safeguard the vessel and

Ccrew.

We also deliver specialized modules, equipment and general cargo to oil
companies at Prudhoe Bay, Alaska. This operation is extremely hazardous,
due to the ice flows encountered in navigating the waters of the Arctic
Ocean. Requiring Captains to calculate whether or not they have entered or
exited the 3 mile limit at this critical time of the voyage would not be

practical.

Due to the remote locations and length of voyages to western Alaska and
Prudhoe Bay, it is very difficult to get tug logs to the Seattle office on
a regular basis to permit analysis for filing of timely and accurate motor

fuel tax returns.

Motor fuel tax returns are due to the Department of Revenue by the end of
the month following consumption. Taxpayers are allowed a SICO deduction

for prompt filing of the returns. However, a penalty of 5% per month and
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