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Date referred: 2/26/88 F U R T HE R REFERRALS:

DATE:_S/W(ga
The Finance C ommittee has c o n s i d e r e d  H B  391

"An Act m a k i n g  an appropriation to the A l a s k a  Per ma ne n t Fund Corporation to 
es ta bl is h t h e  A l a s k a  Science and T echnology Endowment; and pro vi di ng  for an 
e ff ective date."

R E C O M M E N D S :

r ]

repl ac e w i t h  ___

attache d amendment(s)

[ ] do pass

do not pass 

no recommendation 

individual recommendations 

a dditional referral to the

[ ]

IX 
[ ]

[ ]

[ ] the same title

a n e w  title

Committee

ADOPTS: [  3 letter of intent

ATTACHES N E W  F I S C A L  N O T E ( s ) : 

[ ] fiscal impact

[ ] zero fiscal note

[ ] zero w i t h  analysis

[ ] same as p r e v io us  fiscal note

p u b l i s h e d  ________________________

[ ] same as p r e vi ou s zero fiscal

n o t e  p u b l i s h e d  _________________
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Funding Information 
General Fund $100,000,000 
Other Funds _____ - 0-
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1 IN THE HOUSE B Y  THE FINANCE COMMITTEE

2 CS FOR HOUSE BILL NO. 391 (Finance)

3 IN THE L EG ISLATURE OF THE STATE OF A L A S K A

4 FI FT EENTH L E GISLATURE - SECOND SESSION

5 A  BILL

6 For an Act entitled: "An A c t  ma king an a p p ro pr i at io n to the Alaska Perman-

7 ent Fund Corporation for the A l a sk a science and

8 technology endowment; a n d  providing for an effective

9 date."

10 BE IT ENACTED BY THE  LE G ISLATURE OF THE STATE OF ALASKA:

11 * Section 1. Section 1, ch. 5, FSSLA 1987 is repe al e d a nd r ee n acted to

12 read:

13 Section 1. The s u m  of $100,000,000, not to exceed $34,000,000 in

14 any fiscal year, is ap pr opriated f r o m  the general fund to the A l as ka

15 Permanent Fun d Corporation for the A l as ka  science and technology

16 endowment, if the Department of Reve nu e determines that the cash

17 balance of the general fund is sufficient to pa y all nonla p si ng  obli-

18 gations of the general fund other than this appropriation, plus all

19 other obligations of the general fund during the fiscal year in w h i c h

20 the transfer is made.

21 * Sec. 2. Section 1 of this Act takes effect J u l y  2, 1988, if the

22 Fifteenth A l a s k a  State Legislature has enact ed  an A c t  that creates the

23 Al aska science and technology endowment.

 _• ______
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Utermohle
5-4-88

Funding Information 
General Fund $100,000,000 
O ther Funds -0-

FTOD'.W.TJU'O

IN THE HOUSE BY THE FINANCE COMMITTEE 

CS FOR HOUSE BILL NO. 391 (Finance)

IN THE LEGI SL A TU RE  OF THE STATE OF A L A S K A  

FIFTEENTH LEGI SL AT UR E - SECO ND  SESSION

A  BILL

For an Act entitled: "An Act m aking an a p p r o pr i at io n to the Alas ka  P e r m a n­

ent Fund Corp or at io n for the Alaska science and 

technology endowment; and providing for an effective 

date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Section 1, ch. 5, FSSLA 1987 is repealed and reenacted to 

read:

Section 1. The sum of $100,000,000, not to exceed $33,333,334 in

any fiscal y e a r , is appropriated from the general fund to the Alaska
\I_-Y© e . n d o ^ " l

Permanent Fund Corporation for the A l as ka  science and technology 
o o o T , Q  m Q

e ndowment, if t h ?  D epartment of Revenue determines that the cash

balance of the general fund is sufficient to pay other obligations of

the general fund during the fiscal year in w h i c h  the transfer is made.

* Sec. 2. Section 1 of this A c t  __takes effect on the later of July 2.
CQ^-VPvV* ̂ **3 V~n ooTl

1988 r nr the effective date of an Act enacted bv the Fifteenth Alaska State

O-'Y'xioJri
Legislature creating the Alaska science and technology endowment, if the

A l a sk a State Legislature e n a cts an Act creating the Alaska science and 

technology endowment. V o  i ^ A ^ v y  K  Q \ N -  |

-l- CSHB 3 9 1 (Fin)
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BY THE RULES COMMITTEE BY 
REQUEST OF THE GOVERNOR

HOUSE BILL NO. 391 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION 

A  BILL

"An Act making an appropriation to the Alaska Perman­

ent Fund Corporation to establish the Alaska Science 

and Technology Endowment; and providing for an effec­

tive date."

10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

11 * Section 1. The sum of $100,000,000 is appropriated from the general

12 fund to the Alaska Permanent Fund Corporation to endow the Alaska Science

13 and Technology Foundation.

* Sec. 2. This Act takes effect on the effective date of an Act

15 establishing the Alaska Science and Technology Foundation; relating to the

16 membership of the science and engineering advisory commission; and

17 providing for an effective date.

HB0391A 1 - HB 391
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Date referred: 2/10/88 F U R TH ER  REFERRALS:

The F inan ce

DATE:

Committee h as c onsidered HB 401

"An A c t  e s t a b l i s h i n g  rebates for m o t o r  fuel taxes for fuel u s e d  in 
w a t e r c r a f t  outsi de  t h e  state; and limiting the au th or i ty  of t h e  attorney 
general a nd t h e  De pa rt me n t of Revenue to r e co ve r refunds p a i d  be fore the 
e ff ec t i v e  da t e of this Act; and pr o vi di ng  for an e f fe ctive date."

R E C O M M E N D S :
[ NC] t he same title

[Y_] r e pl a ce  w i t h  C I S  P\tS -40\ (

[ ] a t t a ch ed  amendment(s)

[ ] d o  pa ss

[ ] d o  not pass

[ y(j n o  rec o mm en da ti on

[ ] individual recommendations

[ ] additional referral to th e _____

[ ] a new  title

Committee

ADOPTS: t 'ji] Pi a l et te r  of intent

A T T A CHES N E W  F I S C A L  NOTE(s) 

[ .] fiscal impact

zero fiscal note 

[ ] zero w i t h  analysis

m::  i l f  ' ' a

a-"; ■ 'V- • .V-v

[ ] same as previous fiscal note

p ub li s h e d  ________________________

[ ] same as previous zero fiscal

note p u b l i s h e d  _________ '

SIGN IN G O T H E R  RECOMMENDATIONS:

M m s  /!Jo

M

\jdoA\S5

•-‘‘.t - j J

&
C h a i r m a n’s signature
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STATE OF ALASKA 
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R E Q U E S T :__________________________

B ILL VERSION : 
PUBLISH DATE :

CSHB 401 (F in )

FISCAL NOTE

Revision Date:  _______________________________
T it le : Establishing rebates for

use in watercraft outside the st a t e . 
Sponsor: Cato, Navarre, Swackhammer
Requestor: House Finance Committee

RevenueAgency Affected:
B R U : Tncome and Excise Audit

Components:.

E X PE N D IT U R E S /R E V E N U E S : (Thousands o f Dollars)
OPERATING F Y  88 F Y  89 F Y  90 F Y  91 F Y  92 F Y  93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
T O T A L  O PERA TIN G 0 0 0 0 0 u

C A P IT A L 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FU N D IN G : (Thousands o f Dollars)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS
OTHER
TOTAL 0 0 0 0 0 0
P O S IT IO N S :
FULL-TIME
PART-TIME
TEMPORARY

AN ALYSIS : (Attach a separate page i f necessary)

Prepared b y : 
D ivision : _

A1 A d a m s , Chair

House Finance Committee
Phone:, 
Date: _

465-3706

5/5/48

Approved by Commissioner: 
Agency: __________________
Distribution (by preparer) :  

Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget 
Impacted Agency(ies)

Date:
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Alaska State Legislature
HOUSE OF REPRESENTATIVES 

Committee on Finance
P .O . Box v  

State Capitol 
Juneau, A laska 99811

H O U S E  F I N A N C E  C O M M I T T E E  
L E T T E R  O F  I N T E N T  

F O R
CS H B  4 0 1  ( F I N A N C E )

I t  i s  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  t o  p r o m o t e  a n d  d e v e l o p  
p o l i c i e s  a n d  p r o g r a m s  w h i c h  i n c r e a s e  t h e  e c o n o m i c  b e n e f i t s  t o  
A l a s k a n s  f r o m  t h e  d e v e l o p m e n t  o f  t h e  b o t t o m f i s h  i n d u s t r y  b y  
e n c o u r a g i n g  o n - s h o r e  p r o c e s s i n g ,  f u e l  b u n k e r i n g ,  c o l d  s t o r a g e ,  
p r o v i s i o n i n g ,  s h i p  r e p a i r ,  a n d  o t h e r  r e l a t e d  a c t i v i t i e s .

A  p r o g r a m  p r o v i d i n g  f o r  t h e  r e f u n d  o f  m a r i n e  f u e l  t a x e s  p a i d  
o n  f u e l  p u r c h a s e d  f r o m  A l a s k a n  s h o r e - b a s e d  s u p p l i e r s  a n d  
c o n s u m e d  o u t s i d e  t h e  s t a t e ,  s i m i l a r  t o  t h e  p r o g r a m  c o n d u c t e d  
b y  t h e  D e p a r t m e n t  o f  R e v e n u e  b e t w e e n  1 9 8 5  a n d  1 9 8 7 ,  m a y  t e n d  
t o  r e m o v e  t h e  c o m p e t i t i v e  a d v a n t a g e  e n j o y e d  b y  h i g h  s e a s  f u e l  
s u p p l i e r s  a n d  e n c o u r a g e  o n - s h o r e  e c o n o m i c  d e v e l o p m e n t .

I t  i s  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  t h a t  t h e  D e p a r t m e n t  o i  
R e v e n u e  r e v i e w  t h e  e c o n o m i c  b e n e f i t s  d e r i v e d  f r o m  t h e  r e f u n d  
p r o g r a m ,  a n d  t h a t  t h e  f i s h e r i e s  m i n i - c a b i n e t ,  t h e  D e p a r t m e n t  
o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  t h e  A l a s k a  C e n t e r  f o r  
I n t e r n a t i o n a l  T r a d e ,  a n d  t h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  b e  
c o n s u l t e d  a s  p a r t  o f  t h i s  r e v i e w .  T h e  D e p a r t m e n t  o f  R e v e n u e  
s h a l l  r e p o r t  t o  t h e  A l a s k a  L e g i s l a t u r e  b y  J a n u a r y  31, 1 9 8 9 ,  
w i t h  f u n d i n g  o r  p o l i c y  r e c o m m e n d a t i o n s  f o r  t h e  r e f u n d  p r o g r a m .

A 1  A d a m s ,  C h a i r  
H o u s e  F i n a n c e  C o m m i t t e e
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5-171 OP

Original sponsors: Cato, Navarre
and Swackhamuier

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 401 (Finance)

IN THE LEGISLATURE OF THE STATE OF A L A SK A

FIFTEENTH L EG ISLATURE - SECOND SESSION

A  BILL

For an A ct entitled: "An A c t  establishing rebates for m ot or  fuel taxes for

BE IT ENACTED B Y  THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. A S  43.40 is amended b y  adding a n e w  section to read:

Sec. 43.40.033. R EFUND OF TAX PAID ON FUEL USED IN O R  ON W A T E R­

CRAFT OUTSIDE THE STATE. (a) Subject to legislative ap propriation  

for the purpose, a purchaser of m o t o r  fuel sold and delivered in the 

state on w h i c h  the tax levied b y  AS 43.40.010(a)(2) has b e e n  p a i d  m a y  

claim a r e f u n d  of the tax paid on all fuel u s e d  or consumed in the 

operation of w at er cr a ft  outside the state.

(b) If the appropriation available to pay refunds under this 

section is insufficient to p ay all claims for refunds in full, the 

department shall distribute the amount appropriated pro rata among the 

eligible claimants.

(c) The department shall adopt the ne ce ss a ry  regulations to 

implement this section and pr es cribe the appropriate forms for a 

purchaser to use to ensure that the m ot or  fuel was use d or consumed in 

the operation of watercr af t outside the state.

* Sec. 2. AS 43.40.050(b) is amended to read:

fuel u s e d  in watercraft outside the state; and l im it­

ing the authority of the attorney general and the 

Department of Revenue to recover refunds paid before 

the effective date of this Act; and p ro viding for an 

effective date."

(b) A  pers on  who  requests a [CLAIM FOR] r efund u nd er

-1- CSHB 4 0 1 (Fin)
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AS 43.40.030 - 43.AO . 035 shall fils a claim for the refund [AS 43.40.- 

030 O R  43.40.035 SHALL BE FILED] w i t h i n  one year from the date of the 

purchase of the m o t o r  fuel as indicated on the i n v o i c e . Failure [, 

AND FAILURE] to file w i t h i n  the one-year p eriod is a w ai ve r of the 

right to the refund. A  claim is considered to be filed w h e n  the claim 

is m a il ed  or person a ll y pr es en te d to an office of the department.

* Sec. 3. APPLICABILITY. The p rovisions of AS 43.40.033, added by 

sec. 1 of this Act, apply to m o t o r  fuel sold and delivered in the state and 

used or consumed in the op e ra ti on  of wa te r c r a f t  outside the state after 

June 30, 1988.

* Sec. 4. LIMITAT IO N ON R E C O V E R Y  OF REFUNDS PAID. N ot wi thstanding 

AS 37.10.090, the attorney general a nd the Depart m en t of Reven ue  m a y  not 

recover from the purchaser of m o t o r  fuel sold and delivered in the state a 

refund of the motor fuel tax paid to the pu rc ha se r u nder AS 43.40.010(a)(2)

before July 1, 1988, for mo to r  fuel that w a s  u s e d  or consumed in the o pe ra­

tion of water c ra ft  outside the state.

* Sec. 5. This Act takes effect Jul y 1, 1988.

CSHB 4 0 1 (Fin) - 2 -
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5-171 OP 
Chenoweth
5/3/88

Or i gi na l sponsors: Cato, N a v a r r e
and Sw ackhammer

IN THE HOUSE

CS F OR H O US E BILL NO. 401 ( F  \ P\ )

IN THE L E G I S L A T U R E  OF TH E STATE OF A L AS KA  

F IF TE EN TH  L E G I S L A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An A c t  e s t a b l i s h i n g  rebates for mo to r fuel taxes for

fuel u s e d  in w a t e r c r a f t  outside the state; and li mi t­

ing the a u t h o r i t y  of the attorney general and the 

D ep ar t m e n t  of R e ve nu e  to recover refunds paid before

the e f fe ct iv e date of this Act; and providing for an

effective date."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS A3.40 is amended by adding a n e w  section to read:

Sec. 43.40.033. R E F U N D  OF T AX PAID ON FUE L USED IN O R  ON W A T E R­

CRAFT OUTS I DE  THE STATE. (a) Subject to legislative appropriation 

for the purpose, a p u r c ha se r of m o t o r  fuel sold and delivered in the

--------------------  . C
state on w h i c h  the tax levied b y  AS 43.40.010(a)(2) has bee n  paid may

•- r < ~
claim a refund of the tax p a i d  on all fuel u s e d  or consumed in the

o pe ration of w a t e r c r a f t  outside the state.

(b) If the a p p r o p r i a t i o n  available to pay refunds under this

s ection is insufficient to pay all claims for refunds in full, the 

department shall distri bu te  the amount a p p ro p ri at ed  pro rata among the 

eligible claimants.

(c) The d epartment shall adopt the n e c e ss a ry  regulations to 

implement this section and pr e sc r i b e  . the appro pr ia te  forms for a 

p u r c h a s e r  to use to ensure that the m o t o r  fuel was used or co nsumed in 

the o p er ation of w a t e r c r a f t  outside the state.

* Sec. 2. AS 43.40.050(b) is amended to read:

ETo-o-v- < 9-A- ■ ^ 1    •
(b) A pers on  A  w h o  requests a [CLAIM FOR] refund under

-1- CSHB 401( )
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AS A 3 . A O . 030 - 4 3 . A O . 035 shall file a claim for the refund [AS 43.40.- 

030 O R  43.40.035 SHALL BE FILED] w i th in  one year from the date of the 

purchase of the m o t o r  fuel as indicated on the i n v o i c e . Failure [, 

AND FAILURE] to file w i t h i n  the one-year perio d is a w a iv e r of the 

right to the refund. A  claim is considered to be filed w h e n  the claim 

is m a i l e d  or p e r s o n a l l y  presented to an office of the department.

* Sec. 3. A P P L I C A B I L I T Y . The provisions of AS 43.40.033, added by 

sec. 1 of this Act, apply to mo to r fuel sold and d el ivered in the state and 

u s e d  or consumed in the operation o f  w at e rc ra ft  outside the state after 

June 30, 1988.

* Sec. 4. L IMITATION ON R ECOVERY OF REFUNDS P A I D . No tw it hstanding 

AS 37.10.090, the at torney general and the Depart me nt  of Revenue m a y  not 

r e c o ve r from the p u r c h as er  of motor fuel sold and delivered in the state a 

r e f u n d  of the mo to r fuel tax paid to the p u r c ha se r u n d e r  AS 43.40.010(a)(2)

b e fore Jul y  1, 1988, for m ot o r fuel that was u s e d  or consumed in the o p e r a­

tion of w at er cr af t outside the state.

* Sec. 5. This Act takes effect July 1, 1988.

CSHB 401( ) -2-



L E T T E R  O F  I N T E N T

I t  i s  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  t o  p r o m o t e  a n d  d e v e l o p  

p o l i c i e s  a n d  p r o g r a m s  w h i c h  i n c r e a s e  t h e  e c o n o m i c  b e n e f i t s  t o  

A l a s k a n s  f r o m  t h e  d e v e l o p m e n t  o f  t h e  b o t t o m f i s h  i n d u s t r y  b y  

e n c o u r a g i n g  o n - s h o r e  p r o c e s s i n g ,  f u e l  b u n k e r i n g ,  c o l d  s t o r a g e ,  

p r o v i s i o n i n g ,  s h i p  r e p a i r ,  a n d  o t h e r  r e l a t e d  a c t i v i t i e s .

A  p r o g r a m  p r o v i d i n g  f o r  t h e  r e f u n d  o f  m a r i n e  f u e l  t a x e s  paid 

o n  f u e l  p u r c h a s e d  f r o m  A l a s k a n  s h o r e - b a s e d  s u p p l i e r s  a n d  c o n s u m e d  

o u t s i d e  t h e  s t a t e ,  s i m i l a r  t o  t h e  p r o g r a m  c o n d u c t e d  b y  t h e  

D e p a r t m e n t  o f  R e v e n u e  b e t w e e n  1 9 8 5  a n d  198 7 ,  m a y  t e n d  t o  r e m o v e  

t h e  c o m p e t i t i v e  a d v a n t a g e  e n j o y e d  b y  h i g h  s e a s  f u e l  s u p p l i e r s  a n d  

e n c o u r a g e  o n - s h o r e  e c o n o m i c  d e v e l o p m e n t .

I t  i s  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  t h a t  t h e  D e p a r t m e n t  o f  

R e v e n u e  r e v i e w  t h e  e c o n o m i c  b e n e f i t s  d e r i v e d  f r o m  t h e  r e f u n d  

p r o g r a m ,  a n d  t h a t  t h e  f i s h e r i e s  m i n i - c a b i n e t ,  t h e  D e p a r t m e n t  o f  

C o m m e r c e  a n d  E c o n o m i c  d e v e l o p m e n t ,  t h e  A l a s k a  C e n t e r  f o r  

I n t e r n a t i o n a l  T r a d e ,  a n d  t h e  D e p a r t m e n t  of F i s h  a n d  G a m e  b e  

c o n s u l t e d  a s  p a r t  o f  t h i s  r e v i e w .  T h e  d e p a r t m e n t  o f  R e v e n u e  s h a l l  

r e p o r t  t o  t h e  A l a s k a  L e g i s l a t u r e  b y  J a n u a r y  31, 1 9 8 9  w i t h  f u n d i n g  

o r  p o l i c y  r e c o m m e n d a t i o n s  f o r  t h e  r e f u n d  p r o g r a m .

CSHB 401 (Finance)



No. 1

STATE OF ALASKA
1988 LEGISLATIVE SESSION

REQUEST:

BILL VERSION: HB 401 
PUBLISH DATE: HPUSF. ?/m/a?

FISCAL NOTE

Revision Date:February 5. 1988_______
T1t1e:An Act establish ing rebates fo r 
use 1n watercraFt outside the state . 
Sponsor:Cato. Naverre & Swackhammer

Agency Affected:Revenue
BRU:Income and Excise Audit

Components:.

EXPENOITURES/REVENUES: (Thousands o f Dollars)
1 I FY 88 1 FY 89 1 FY 90 1 FY 91 I FY 92 1 FY 93
1 OPERATING 1 I I I I !
| PERSONAL SERVICES | - | 34.0 | 34.0 | 34.0 | 34.0 | 34.0
| TRAVEL | - 1 - 1 - 1 - 1 - 1 -
| CONTRACTUAL | - | 2.0 | 2.0 | 2.0 | 2.0 | 2.0
| SUPPLIES 1 - 1 - 1 - 1 - 1 - 1 -
| EQUIPMENT | - | 2.5 I -0- | -0- | -0- | -0-
| LANDS & STRUCTURES | - 1 - 1 - 1 - 1 - 1 -
| GRANTS, CLAIMS | - 1 - 1 - 1 - 1 - 1 -
1 MISCELLANEOUS 1 — 1 - 1 - 1 - 1 - 1 -
1 TOTAL OPERATING 1 - | 38.5 | 36.0 | 36.0 | 36.0 | 36.0
1 CAPITAL 1 — 1 - 1 - 1 - 1 - 1 -
1 REVENUE 1 - 1 - 1 - 1 - 1 - 1 -
FUNDING: (Thousands of Dollars)
| GENERAL FUND | - [2000.0] [2000.0] [2000.0] [2000.0] [2000.0]
| FEDERAL FUNDS | — i - 1 - 1 - 1 - 1 -
| OTHER | — 1 - 1 - 1 - 1 - 1 -
1 TOTAL I - [2000.0] [2000.0] [2000.0] [2000.0] [2000.0]
POSITIONS: .
| FULL-TIME | 1 1 1 1 1 1 1 1 1 1
| PART-TIME | • 1 - 1 - I - 1 - 1 -
1 TEMPORARY ] - 1 - 1 - 1 - 1 - 1 -
ANALYSIS:
Prepared By: Steven E. Kettel Phone: 465-2320
Division: Income and Excise Audit

Approved by Commissioner: 
Agency: _______  ^

D is tr ibu t ion  (by preparer): 
Leg is la tive Finance 
Leg is la tive Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(les)

Date: February 5^/1988 

Date
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No. 1 

HB 401
HOUSE 2/10/88

Prepared by Steven E. Kettel 
D irector, Income and Excise Audit 
Department of Revenue 
February 5, 1988

Analysis of HB 401

P rio r to Ju ly, 1S84, the Department of Revenue did not issue motor 
fuel tax refunds to in-s ta te purchasers, such as fishermen and f is h  
processors tha t used the fuel outside the s ta te 's 3-mile taxing 
ju r is d ic t io n .  In Ju ly, 1S84 the Department began issuing the refunds, 
and at the same time assessing the motor fuel tax against out-of-state 
fuel purchasers tha t imported untaxed fuel and used the fuel in state 
waters. Several recent U.S. Supreme Court decisions allowing a properly 
apportioned tax were the basis fo r  the change in the Department's 
watercra ft tax po licy . This po licy , which placed the incidence of the 
tax on the use of the fuel in-s ta te was overturned by a Departmental 
Hearing Decision #87-07 dated March 20, 1987. This decision required the 
Department to amend i t s  regulations p r io r  to authorizing the assessment 
of tax against the importer/consumers of marine fue l. Later in September 
of 1987, the Attorney General's o f f ic e  advised th is  Department tha t 
additional statutory authority was necessary to  support the tax refunds 
to those purchasing fuel inside but consuming i t  outside the 3-mile l im i t .

HB 401 would provide the necessary au thority fo r  the Department to 
issue refur.os of tax to cut-o f-sta te consumers. The le g is la t io n , 
however, does net provide a mechanism fo r  taxing fuel imported and 
consumed by a vessel in th is  state. Passage o f th is  le g is la t io n  without 
consideration of the importation issue is  not aGVised.

Department's Position on HB 401

The Department does not support passage without amendment fo r  the 
fo llow ing reasons:

1) The le g is la t io n  fu r the r narrows the s ta te 's tax base by 
approximately $2 m il l io n  per year.

2) The recip ients of these refunds are, by an overwhelming ma jo r ity , 
non-resident ind iv idua ls and businesses Based upon our 18 month 
refunding pro ject, only 14% of the claimed s l is te d  in-state addresses.

3) Purchasers of out-of-state fue l do not pay the tax and thus 
have a competitive advantage over th e i r  Alaska resident competitors.

4) We have not seen evidence showing tha t without the refund 
le g is la t io n , motor fuel purchasers w i l l  move off-shore to make th e i r  fuel 
purchases. I t  is not c lear to us th a t fuel sold on the high seas is 
s ig n i f ic a n t ly  cheaper than fuel sold on-shcre.

5) The watercra ft tax account in  the general fund has h is to r ic a l ly  
been .used as a benchmark fo r  appropriations to harbor f a c i l i t i e s  around 
the state. A decrease in marine fue l tax may reduce funding fo r these 
essential services and fa c i l i t e s .
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H B  4 0 1
• M A R I N E  F U E L  T A X  R E B A T E

T E S T I M O N Y  O F  R A Y  B E N I S H  
S E N I O R  M A N A G E R  

E R N S T  & W H I N N E Y ,  A N C H O R A G E

E X E C U T I V E  S U M M A R Y

T H E  B O T T O M F I S H  I N D U S T R Y  O F F  A L A S K A ' S  C O A S T  I S  O N E  O F  T H E  
W O R L D ' S  P R E M I E R  F I S H E R I E S .  O V E R  T H E  L A S T  T W O  D E C A D E S  I T  H A S  
Y I E L D E D  2  M I L L I O N  M E T R I C  T O N S  O F  F I S H  E A C H  YEAR. T H E  A N N U A L  
E C O N O M I C  V A L U E  O F  T H E  I N D U S T R Y  I S  A B O U T  $ 2  B I L L I O "  DOL L A R S .  
D E S P I T E  T H E  R I C H N E S S  O F  T H E  R E S O U R C E ,  A L A S K A N  B A S E D  
B U S I N E S S E S  E A R N  O N L Y  A B O U T  5’/. O F  T H E  T O T A L  VALUE.

T H E  K E Y  R E A S O N  T H A T  A L A S K A  D E R I V E S  S O  L I T T L E  E C O N O M I C  
B E N E F I T  F R O M  T H E  B O T T O M F I S H  I N D U S T R Y  I S  T H A T  M O R E  T H A N  SO 
P E R C E N T  O F  T H E  I N D U S T R Y  A C T I V I T Y  T A K E S  P L A C E  A T - S E A .  A L A S K A N  
O N  S H O R E  O P E R A T O R S  A R E  IN H E A D - T O - H E A D  C O M P E T I T I O N  W I T H  A T  
S E A  O P E R A T O R S  F O R  P R O C E S S I N G ,  C O L D  S T O R A G E ,  C A R G O  - 
T R A N S P O R T A T I O N ,  F U E L I N G  A N D  R E P R O V I S I O N I N G .

O N  S H O R E  A L A S K A N  O P E R A T O R S  A R E  C O M P E T I T I V E L Y  ' “
D I S A D V A N T A G E D  BY H I G H E R  C O S T S  A N D  U N D E R D E V E L O P E D  
I N F R A S T R U C T U R E .  H I G H E R  F U E L  C O S T S  A R I S E  F R O M  H A V I N G  A S T A T E  
M A R I N E  F U E L  T A X  L E V I E D  O N  A L L  F U E L  S O L D  I N  PORT. F U E L  IS A N  
I M P O R T A N T  E L E M E N T  O F  A V E S S E L ' S  O P E R A T I N G  COST. W H E N  L A R G E  
F A C T O R Y  T R A W L E h S  C A N  P U R C H A S E  F U E L  A T  S E A  W I T H O U T  L E A V I N G  T H E  
F I S H I N G  G R O U N D S  A T  A L E S S E R  C O S T  T H A N  I N  PORT, T H E Y  W I L L  
Q U I T E  N A T U R A L L Y  P R E F E R  A T  S E A  D E L I V E R Y .

T H E  A V A I L A B I L I T Y  O F  C O M P E T I T I V E L Y  P R I C E D  F U E L  IS A N  
I M P O R T A N T  I N D U C E M E N T  F O R  V E S S E L S  T O  M A K E  P O R T  C A LLS. O N C E  IN 

P O R T  V E S S E L S  T Y P I C A L L Y  P U R C H A S E  P R O V I S I O N S ,  M A K E  R E P A I R S ,  O F F  
L O A D  C A R G O  A N D  T A K E  C R E W  R&R.

T H E  U.S. F A C T O R Y  T R A W L E R  F L E E T  N O W  N U M B E R S  41 V E S S E L S  
A N D  I S  E X P E C T E D  T O  G R O W  T O  M O R E  T H A N  7 0  W I T H I N  F I V E  YEARS.
IT T H E R E F O R E  B E C O M E S  O F  P A R A M O U N T  I M P O R T A N C E  T O  P R O V I D E  T H I S  
E M E R G I N G  F L E E T  W I T H  C O M P E T I T I V E L Y  P R I C E D  FUEL. P A S S A G E  O F  H B  
4 0 1  W I L L  R E M O V E  A N  I M P O R T A N T  P R I C I N G  H A N D I C A P  N O W  F A C E D  BY O N  
S H O R E  F U E L  O P E R A T O R S  A N D  R E S U L T  I N  M O R E  F R E Q U E N T  P O R T  C A L L S  
BY T H E  B O T T O M F I S H  FLEE T .

A L A S K A  N E E D S  t o  M O U N T  A C R E D I B L E  P R O G R A M  T O  I N C R E A S E  T H E  
V A L U E - A D D E D  B A S E  O F  T H E  I N D U S T R Y  IN O U R  S T A T E .  O N E  P A R T  O F  
T H I S  P R O G R A M  S H O U L D  B E  T O  E N S U R E  T H A T  O U R  O N  S H O R E  O P E R A T O R S  
A R E  N O T  C O M P E T I T I V E L Y  D I S A D V A N T A G E D  B Y  S T A T E  T A X  P O L I C Y .
IF T H E  M A J O R  P A R T  O F  T H E  E C O N O M I C  A C T I V I T Y  T A K E S  P L A C E  A T  
SEA, A L A S K A  W I L L  R E A L I Z E  L I T T L E  E C O N O M I C  G A I N  F R O M  T H E  
I N D U S T R Y .
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House Bill 401 

House Finance Committee

My name is Ray Benish. I am a senior manager with Ernst & Whinney in 

Anchorage and work as a management consultant.

The issue that I am addressing today is HB 401. Passage of HB 401 is 

important because of its potential to encourage further development of 

an "Alaskan-based" bottomfish industry. Historically and as of today, 

bottomfish resources off Alaska's coast represent a rich resource from 

which Alaska has derived and continues to derive only minimal economic 

benefits. The challenge confronting the people of this state and the 

Fifteenth Legislature is to "Alaskanize" the bottomfish industry so 

that increased value is earned by the state and its people.

The Anchorage office of Ernst & Whinney has had a sustained commitment 

to the Alaskan bottomfish industry over the last three years. I have 

performed a number of consulting engagements for both private and 

public sector clients in the industry and have observed first hand the 

remarkable transformation the industry is currently experiencing.

The most recent work performed by Ernst & Whinney involved 

documentation for the first time of the volume of at-sea transshipments 

by foreign 'lag tramps from the U.S. Bering Sea bottomfishery. Our 

study, usin, radio message logs received by the National Marine Fishery 

Service En' orcement Division indicated that more than 1.2 million
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metric tons of Alaska-harvested bottomfish products were transshipped 

at-sea from the waters north of the City of Unalaska without benefiting 

any Alaskan communities. Working closely with the Mayor of Unalaska, 

Paul Fuhs, we wrote the "Support Services Priority" request recently 

put before the North Pacific Fishery Management Council and currently 

in House Joint Resolution No. 45 N

Before addressing HB 401, I need to briefly outline some facts about 

the bottomfish industry and its future importance to the state. The 

industry is large: its annual economic value is in excess of $2 billion 

dollars. Of this, Alaskan-based businesses earn less than $100 million 

annually. The lion's share of the economic return flows to foreign and 

Seattle-based enterprises. Clearly, we are deriving minimal returns 

from this industry. What must we do to improve the situation?

To improve our economic returns, we must invest in the industry. Our 

failure to invest in our collective resources leaves us without a means 

to add value. We must improve the competitive position of 

Alaskan-based businesses that participate in this industry. HB 401 

should be viewed as an investment that will contribute to the 

competitive ability of Alaskan firms to serve the industry. As 

Alaskan-based firms improve their competitive position within the 

industry, they will earn superior economic returns thereby generating 

increased investment in plant, facilities, and human resources. It is 

this investment that will increase our capacity to add value to the 

industry and improve our economic returns.

First, a thumbnail sketch of the industry and its radical 

transformation.

The Bering Sea bottomfish fishery is enormous. Yields in excess of two 

million metric tons have been sustained over the last two decades.. 

Species are varied and include: pollock, pacific cod, yellowfin sole, 

atka mackerel, and other flounders. Products include surimi, roe, 

fillets, headed and gutted and meal and oil.

Page 2
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The industry is characterized by being capital intensive with large 

vertically integrated firms holding a dominate position. The players 

were up until' 1980, almost entirely foreign with the largest being 

Japan. Today major foreign countries involved in the fishery include: 

Japan, Korea, USSR, Poland, and China. Since 1980, the U.S. has begun 

to play an increasingly important 'role through the process known as 

"Americanization." U.S. participation initially came through the 

harvest sector in the form of "joint ventures.” Now 100 percent of the 

harvest is taken by U.S. trawlers. More recently, U.S. 

factory-trawlers have aggressively moved into the industry and will 

account for nearly 50 percent of the total harvest in 1988. Industry 

forecasts are predicting that "joint ventures" and the U.S. trawler 

fleet that supports them will be phased out by 1995 by the growing U.S. 

factory-trawler fleet.

The industry's key players continue to be foreign processing vessels 

and Seattle-based joint venture trawlers and factory-trawlers. 

Alaskan-owned (based) vessels have been for the most part trawlers and 

have never comprised more than 20 percent of the total trawler fleet.

"Americanization" of the harvest and processing fleets has held out 

hope to some that further "Alaskanization" of the fishery would occur 

as the foreign fleets were replaced by U.S. fleets. To a modest degree 

this has occurred and Alaska has earned improved returns as a result of 

Americanization. However, the substitution of foreign-based fleets 

with Seattle-based fleets does not materially increase economic returns 

earned from the fishery by Alaskan-based businesses because the 

bottomfish fishery remains a distant water fishery now increasely being 

supported by Seattle firms rather than foreign-based firms. In short, 

the displacement of the foreign flag processing fleets by the newly 

emerging U.S. factory-trawler fleet has generated little new economic 

benefits for Alaskans. U.S. factory-trawlers are supported from their 

Seattle base: they purchase only minimal amounts of services from 

Alaskan communities.

P a g e  3
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Following harvest, the bottomfish are processed and transshipped at-sea 

on foreign flag tramps. Little of the product flows to shore for 

transshipment, processing, or cold storage. . As long as most of the 

economic activity takes place at-sea, Alaska will realize little 

economic gain f u n  the fishery.

Fueling At-Sea Versus at Shore

Vessel activity in the Bering Sea is intense. There are a number of 

fleets engaged in harvesting, processing, and fleet support 

activities. These are: foreign flag fleets targeting bottomfish, the 

U.S. joint-venture trawler fleet, the U.S. factory trawler fleet (now 

numbering 40-plus vessels), U.S. crabbers, and U.S. longliners.

Foreign Flag Fleets

The foreign flag fleet numbers more than 500 vessels. Vessel operating 

days totalled more than 36,000 days for 1985, 34,000 for 1986, and 

21,000 for 1987. The decline in operational days is attributable to 

the increase in U.S. vessels rather than to a decline in harvest 

levels. Foreign vessels are engaged in processing and support services 

including transportation, fueling, and reprovisioning. Foreign vessels 

make only occasional use of U.S. port facilities. Fuel consumption for 

the foreign flag fleet for 1985 was estimated to total 132 million 

gallons. Fuel consumption for 1987 based on National Marine Fisheries 

Service (NMFS) "vessel operational days" is estimated at 105 million 

gallons.
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Foreign Vessel Fuel Consumption 1987

T a b le  I

Operational 

Days' \

Fuel %

Country Consumed Total

Japan

Korea

USSR

Total

Poland

China 467

21,106

10,223

5,834

3,441

1,141

49.800.000 47

29.400.000 28

17.400.000 17

5.800.000 6

2.360.000  2

104.760.000 100

The U.S. factory-trawler fleet vessel days reported by 1JMFS totaled 

slightly more than 7,000 days with an estimated 22 to 26 million 

gallons of fuel consumed. The U.S. joint-venture trawler fleet spent 

an estimated 17,000 vessel days operating during 1987 with 

approximately 14 to 16 million gallons consumed. The total fuel 

consumed by the combined bottomfish fleets for 1987 is presented in 

Table II.

Of the total 144 million gallons consumed, Alaskan shore operators are 

estimated to have provided only 20% or 29 million gallons of which 

nearly all was to travel and factory trawl vessels.

Table II

Total Fuel Consumed By The Bering Sea 

 Bottomfish Fleets For 1987_______

Foreign Fleets 

U.S. Factory-Trawlers 

U.S. Trawlers 

Total

105 million gals

24

15

144
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Competitive Disadvantages For Alaskan Shore Operators

Alaskan-based firms face substantial disadvantages when compared to 

their foreign and Seattle-based competitors. The bottomfish industry 

differs from our more traditional crab and salmon fisheries in the 

tremendous volumes of fish harvested and the end products that much of 

the fish is manufactured into such as surimi and kamaboku (fish 

cakes). It is highly competitive in product pricing. A few cents per 

pound can spell the difference between profit and loss. As such, 

Alaska's tax policy should not penalize on-shore businesses. Rather, 

our tax policies need to recognize that Alaskan-based firms face stiff 

international competition.

As stated earlier in my testimony, the key reason that Alaska derives 

so little economic benefit from the bottomfish industry is that more 

than 90 percent of the industry activity takes place at-sea.

Therefore, we need a strategy that addresses measures to counter the 

at-sea activity and encourages more on-shore activity.

It is a foregone conclusion that despite Americanization, a major 

portion of the processing will continue to be conducted by 

factory-trawlers. This does not in any way mean that we cannot provide 

an increased level of service at shore for these vessels. At shore 

fuel is a key service that attracts vessels into port. Once in port, 

vessels utilize a number of shoreside services in addition to fuel.

They may offload cargo, take on provisions, perform maintenance and 

repair and enjoy crew R&R opportunities. Therefore, if at-shore fuel 

is competitively priced, the economic benefits accruing to a port 

community can be very large.

Passage of HB 401 will remove an existing competitive handicap to all 

Alaskan firms providing at-shore service. In the competitive arena, 

large foreign and domestic fishing vessels incur considerable cost in 

making a port call. First, they lose fishing time during transit to

P a g e  6
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and from the fishing area. Second, they may incur pilot fees, tug 

assistance, longshore costs for line handling, dockage fees and customs 

fees. In addition to these costs, a state fuel tax burden is placed on 

the fuel that would not be incurred if fueling were to take place 

at-sea.

\

Economic Spin Offs

We should recognize that Alaskan businesses will not be direct players 

in the factory-trawler game. We do not have the required ante of $18 

to $30 million per vessel and our in-state banks would not be likely to 

finance the entry cost. If we cannot be factory-trawler owners, what 

can we realistically expect to derive from the at-sea activity? We can 

service the vessels at shore; we can crew the vessels; and we can enter 

the secondary processing, cold storage, and transportation fields. But 

in order to play this support service role, we need to be economically 

competitive with the at-sea support service industry.

The current factory-trawler fleet stands at 41 vessels and is expected 

to grow to nearly eighty vessels by 1992. The total fuel consumed by 

the combined bottomfish fleets was about 144 million gallons for 1987. 

Alaskan shore side fueling facilities provided about 15% of this amount 

or approximately 21 million gallons. Passage of HB 401 will serve to 

level the playing field between at-shore provided fuel and at-sea 

fuel. Therefore, we can expect that as the foreign processing and 

support service fleets are phased out, competitive fuel prices will 

allow Alaska-based businesses to meet the growing demand from U.S. 

factory-trawlers. This will amount to an additional 70 million gallons 

a year for at-shore fueling plants. This increase amounts to the total 

volume now being supplied by Alaska-based businesses at Unalaska. In 

short, fuel sales should increase by nearly 100% over the next five 

years.
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Fuel is an important operating cost for any fishing vessel. It makes 

up about 30% of the total vessel operating cost. If the fuel is not 

competitively priced at-shore, vessels have the option of refueling 

at-sea and will refrain from fueling even when a port call may be 

necessary for other operational reasons such as cargo offloading, crew 

change outs, and reprovisioning. 'Conversely, competitively priced fuel 

is an added attraction that will induce more frequent port calls and 

allow other shore-side firms opportunities to sell services to vessels.

The Department of Revenue views HB 401 as a fiscal measure that will 

result in a revenue loss to the State. I maintain that if Alaska 

mounts a credible program aimed at increasing the value-added base of 

the industry in our state, we should be able to realize an overall 

economic gain of between $50 and $100 million dollars a year over the 

next thre'". to five years for a total cumulative gain of between $150 to 

$300 million. If this sounds too pie-in-the-sky, l e t’s put it in 

perspective of an annual gain of about $100 million which equates to an 

annual increase of 5% of the total industry.

Therefore, passage of HB 401 relates to more than the taxation of 

marine fuel: it may hold the key to unlocking the monopoly that

foreign- and Seattle-based firms now hold on the industry. "Fuel 

prices are a major factor in the homeporting of fishing vessels."

System Strategy For California. Oregon, and Washington Fishing Industry 

and Public Ports Infrastructure Needs Assessment Page S-6.

Alaska has two directions it can take with regard to the bottomfish 

industry: we can remain passive players deriving little economic gain 

from our resources and continue to let Seattle call the shots and make 

the profits or we can begin collectively to better our position to earn 

decent and sustained economic value from our rich resources. Passage 

of HB 401 will be a signal to the industry that we intend to be serious 

players and that we intend to position Alaskan shore-based firms to

Page 8
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become competitive in the industry. Most importantly, passage of H3 

401 would reaffirm our resolve to invest in our in-state industry so 

that we can add value to the industry and improve our economic returns 

from our rich natural resources.



STEVE COWPER, GOVERNOR

P.O. BOX S
JUNEAU, ALASKA 99S11-0400 
PHONE: (907) 465-2300

, 1588

The Honorable A1 Adams, Chairman 
House Finance Committee- 
Alaska State Legislature 
Capito l, Room 507 
Juneau, AK 95811

Dear Representative Adams:

House B i l l  401 (An Act establishing rebates fo r  motor fuel taxes fo r 
fuel used in  watercra ft outside the s ta te . . .)  would provide the necessary 
au thority fo r  the department to issue refunds of taxes to out-of-state 
consumers. This le g is la t io n , however, does not provide a mechanism fo r 
taxing fuel imported and consumed by a vessel in th is  state. Passage of 
th is  le g is la t io n  without consideration o f the importation issue is  not 
advised.

The Department of Revenue is  submitting language (see enclosure) that 
would restructure the watercraft fuel tax; a tax on consumption rather 
than place o f sale. We strongly encourage the House Finance Committee to 
adopt th is  proposed language.

In short, the department recommends that i f  public policy dictates 
tha t a refund be given to fishermen and others (mostly nonresidents) 
purchasing fuel lo ca l ly  fo r  consumption on the high seas, that in order 
tha t fa irness prevail and tha t state revenues remain a t current leve ls, 
tha t the incidence o f tax be placed on the fu e l 's  use and not upon the 
location of i t s  sale.

HM:RBW:smc

enclosure



Proposed Amendments 
by

Department of Revenue 

March 9, 1988

House B i l l  401/Senate B i l l  366

For an Act e n t i t le d : An Act repealing the motor fuel tax on sales and
establishing a motor fuel tax on fuel consumed In 
the state; and providing fo r an e ffec t ive  date.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
i

♦Section 1. AS 43.40.010(a), (b), (c) and (k) 1s amended to read:

(a) There 1s levied a tax of eight cents a gallon on a l l  motor fuel 
consumed (SOLD OR OTHERWISE TRANSFERRED) w ith in the state, except tha t

(1) the tax on avia tion gasoline 1s four cents a gallon,
(2) the tax on motor fue l used 1n and on watercraft of a l l

descriptions 1s f iv e  cents a gallon, and
(3) the tax on a l l  aviation fuel other than gasoline 1s two and 

one-half cents a gallon.

(b) REPEALED. (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 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.)

(c) Every dealer who se lls or otherwise transfers motor fuel 1n the state 
shall co l le c t the tax on a l l  motor fuel sold or transferred at the time of 
sale, and remit the to ta l tax collected during each calendar month of each 
year to the Department of Revenue by the las t day of each succeeding month. 
Every user shall likewise remit the tax accrued on motor fuel ac tua lly used by 
him during each month. I f  the monthly return 1s timely f i le d ,  one percent of 
the to ta l monthly tax due, l im ited to a maximum of $100, can be deducted and
retained to cover the expense of accounting and f i l i n g  the monthly tax
return. At the time the remittance 1s made, each dealer or user shall submit 
a statement to the Department of Revenue showing a l l  motor fuel which he has 
d is tr ibu ted or used during the month.



(k) The tax on the (TRANSFER OR) consumption of motor fuel provided for 
1n th is  section does not apply to l iq u i f ie d  petroleum gas.

♦Section 2. AS 43.40.030 1s amended to read:

(a) Except as specified 1n AS 43.40.010(J), a person who uses motor fuel
to operate an Internal combustion engine 1n the state 1s en ti t led  to a refund 
of six cents a gallon 1 f

(1) the tax on the motor fuel has been paid;
(2) the motor fuel 1s not aviation fue l, or motor fuel used 1n or

on watercra ft; and
(3) the Internal combustlbn engine 1s not used In or 1n conjunction 

w ith a motor vehicle licensed to be operated on .public ways.

(b) REPEALED. (THE ENTIRE TAX LEVIED BY THIS CAAPTER SHALL BE REFUNDED 
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) REPEALED. (THE DEPARTMENT SHALL ESTABLISH THE NECESSARY 
REGULATIONS AND PRESCRIBE THE APPROPRIATE FORMS TO PROVE THAT THE MOTOR FUEL 
IS TAKEN TO AND USED IN FOREIGN COUNTRIES.)

(e) The tax collected by a dealer under AS 43.40.010(c) shall be 
refunded to the purchaser upon applica tion on a form provided by the 
department fo r  tha t part of the motor fuel used outside the taxing 
Ju r isd ic t ion  of the state.

*Sect1on 3. AS 43.40 1s amended by adding a new section to read:
Sec. 43.40.045. RECORDS REQUIRED FOR FUEL CONSUMED INSIDE AND OUTSIDE 

THE STATE. A person consuming motor fuel both Inside and outside the state 
shall maintain such records as required bv the department to determine the 
portion of the usage that occurs w ith in the taxing Ju r isd ic t ion of the state.

*Sect1on 4. AS 43.40.085 1s amended to read:

A person (DEALERS AND USERS) shall preserve fo r three years a l l  books 
and records pertaining to sales, trans fe rs , purchases and uses of motor fuel 
which are taxed under th is  chapter.

♦Section 5. AS 43.40.100 1s amended to read:
(2) "motor fuel" means fue l used 1n an engine fo r the propulsion 

of a motor vehicle or a i r c ra f t ,  and fuel used 1n and on watercra ft fo r 
any purpose, or 1n a stationary engine, machine or mechanical 
contrivance which 1s run by an Internal combustion motor; "motor fuel" 
does not Include

(M) fuel purchased out of the state on which a state foreign 
country fuel tax has been paid 1n the state or foreign country 
of the purchase and placed at the time of purchase 1n the fuel 
tank of a non-commercial licensed vehicle of an Ind iv idua l, 
for the propulsion of the vehicle 1n the state.
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(3) "qualif ied dealer" means a dealer (PERSON) who (A)reflnes, 
(B)1mports, (C)manufactures, (O)produces, (E)compounds, or 
(F)wholesales motor fue l, who sa t is f ies c r i t e r ia  fo r qua li f ied  dealers 
established by the department by regulation and who obtains a qua li f ied  
dealer's license from the department.

(4) "user" means a person consuming_or\ using motor fuel In the 
s ta te , who e ither

(A) purchaser feiafters. manufactures, or otherwise receives 
the fuel out of th$ £& te  (AND SHIPS IT INTO THE STATE FOR PERSONAL 
USE IN THE STATE);

(B) manufactures thes fue l 1n the sta te ; or
(C) purchases or receives fuel 1n the state tha t 1s not taxed 

at the time of purchase or receipt or 1s taxed at a rate tha t 1s 
less than the rate prescribed by AS 43.40.010.

(5) "consumed" means to use up or expend motor fuel 1n any manner.

(6) the "taxing .1ur1sd1ct1on" of the state extends outward to a l l  
lands permanently or pe r iod ica lly  covered by t id a l waters up to but 
not above the l in e  of mean high t ide and seaward to a l ine  three 
geographic miles d is tan t from the coast l in e  of the state.

♦Section 6. This Act takes e ffe c t July 1, 1988.

SB0366a 3 SB 366
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Selective Sales Taxes
Excise taxes are a common form of consumption tax levied on the sale 

of pa r t ic u la r commodities or groups of commodities. Two main types of 
tax predominate: benefit taxes such as those levied on purchases of
motor fuel and sumptuary taxes such as the excises on tobacco and alcohol.

Benefit taxes are ra tiona lized as payments fo r  services which y ie ld 
measurable benefits to Ind iv idua ls . While 1 t 1s usually not feasib le to 
charge a motoris t a user fee for-each mile driven he can be In d ire c t ly  
charged through a tax on the amount of gasoline consumed.

Sumptuary taxes penalize consumption w ith the hope that th is w i l l  
diminish the use of products such as liquo r or c igare ttes . However, 1 f 
such products have low demand e la s t ic i t ie s  ( I .e . consumption responds 
re la t iv e ly  l i t t l e  when compared to price changes) there 1s a real 
question as to whether the sumptuary objective 1s atta ined.

Because these taxes have s im ila r cha rac te r is t ics i t  1s helpful to 
analyze the general features before the review of spec if ic  taxes.

Effic iency

Consumption taxes are never levied at a uniform rate on a l l  goods and 
services and can s ig n i f ic a n t ly  a l te r  consumer choices and resource 
a lloca t ion . Excise taxes raise the price of the taxed commodity causing 
consumers to purchase less of the Item. The economic e ffec ts of the tax 
depend la rge ly on the demand and supply e la s t ic i t ie s  of the taxed Item.

The burden of these taxes 1s borne 1n part by consumers and 1n part 
by d is tr ib u to rs  and producers. Most of the burden w i l l  f a l l  on consumers 
where demand 1s re la t iv e ly  Ine las t ic  (consumption 1s reduced l i t t l e  
re la t ive  to an Increase 1n p rice). The burden w i l l  tend to f a l l  on 
producers 1 f they cannot reduce production as price declines. That 1s to 
say supply 1s Ine la s t ic .

Most excise tax revenues are raised from taxes on products fo r which 
demand 1s Ine la s t ic  - tobacco, alcohol and gasoline. Supply 1n these 
Industries 1s re la t iv e ly  e la s t ic  so most of the burden fa l l s  on



consumers. Because consumption of these goods 1s not reduced much by the 
price Increase the consumer has to reduce consumption of other 
commodities as well as those which are taxed. Because a wide rarge of 
other commodities are Involved and because there 1s l i t t l e  Incentive fo r 
resources to move out of the taxed Industry, resource a lloca tion 1s not 
altered s ig n i f ic a n t ly  by taxes on these goods. This 1s 1n sharp contrast 
to the case of taxes on commodities which are sens it ive to price as such 
levies can substan tia lly a l te r  the pattern of production and 
consumption. [See Joseph Pechman, Federal Tax Po licy . Ch. 6)

Selective excise taxes such as those levied on motor fuel contribute 
to e f f ic ien cy  in  tha t they co l le c t payments from Ind iv idua ls who benefit 
from pa r t ic u la r public services. When public programs such as the
provision and maintenance of highways, a irpo rts or docks lower the cost
of an a c t iv i t y ,  tha t a c t iv i t y  1s a r t i f i c i a l l y  stimulated. This causes 
more resources to flow Into the a c t iv i t y  than would occur 1n the absence 
of the public program. An excise tax, or some other means of charging 
fo r the service, 1s needed to maintain economic e ff ic iency .

Taxes on Items considered soc ia l ly  undesirable are sumptuary taxes 
and are ra tiona lized on the grounds tha t th e i r  consumption creates 
additional costs to society which are not re flec ted 1n the price of the 
goods. For Instance alcohol consumption leads to lo s t work time, fam ily 
problems and accidents while the health hazards of tobacco products are 
well documented. The argument is  made tha t the excise tax raises prices
on these Items to more accurately re f le c t these socia l costs.

Equity

Excise taxes can be c r i t ic iz e d  on equity grounds. Burdens are not 
d is tr ibu ted 1n accord with established p r inc ip les of equity such as 
ab1Hty-to-pay. Rather the d is t r ib u t io n  depends on the proportion of 
income allocated to taxed Items by various Income groups. For Instance, 
studies have found excises on beer and c igare ttes to be very regressive.

Excise taxes are also c r i t ic iz e d  fo r  th e i r  e ffec ts  on people with 
s im ila r Incomes (Horizontal equity). Those who pre fe r the taxed 
commodities are taxed more than those who prefer other Items. This 
argument 1s less c r i t i c a l  1n cases where there are va lid  social reasons 
fo r discouraging consumption or where user charges are Impractical.

F ina l ly  excise taxes Imposed on businesses may be passed onto 
consumers. Because lower Income fam ilies spend a la rger proportion of 
th e ir Income than do higher Income fam ilie s , th is  pass through 1s l ik e ly  
regressive. In summary, equity 1s frequently the major Issue 1n 
evaluations of excise taxes.
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E la s t ic i ty

Excise taxes are not very e la s t ic  1n tha t they respond no more than 
1n proportion to changes in Income. However the y ie ld  of such taxes 1s 
re la t iv e ly  stable which makes these taxes popular among state and local 
governments.

One problem with the taxes as levied in Alaska 1s that tax rates are 
expressed as a charge per un it of consumption. When rates are expressed 
1n nominal terms the real tax rate can decline dramatically 1n periods 
with s ig n i f ic a n t In f la t io n . Two a lte rna tives to th is  problem would be 
the periodic adjustment of rates to re f le c t In f la t io n  or the imposition 
of the tax as a percentage of sales value. For Instance, 11 states 
employ ad valorem taxes on alcohol. The C ity of Juneau adds 3% to I ts  4% 
sales tax rate fo r purchases of alcohol.

Administration and Compliance
%

Probably the main attraction- of excise and other consumption taxes 
1s th e i r  re la t iv e  ease of adm in is tra tion. In most cases there are 
re la t iv e ly  few firms or Indiv iduals who need to be monitored by tax 
au tho r i t ie s . Host d i f f i c u l t ie s  arise in determining 1 f a pa rt icu la r 
transaction or a c t iv i t y  creates a tax l i a b i l i t y .  In some states problems 
occur because lower tax rates in bordering states lead to a loss of 
business and smuggling. Such in te rs ta te  problems would be minimal 1n 
Alaska.

P o l i t ic a l Considerations

Private and public concerns about health and problems caused by 
alcohol consumption generate some support fo r  the sumptuary taxes.
Because fue l prices have declined somewhat over the past several years 
there 1s probably less resistance to tax Increases on fuels than would 
have been the case when fuel prices were at th e i r  peak. Problems could 
arise 1f a number of excise taxes were raised simultaneously with other 
taxes as th is  could be burdensome pa r t ic u la r ly  fo r  low Income groups.

Cigarette Tax

The present c igare tte tax 1s 8 m il ls  per c iga re tte  with 5.5 m il ls  
(68.75% of revenues) going to the general fund and 2.5 mils (31.25% of 
revenues) going to the school fund.

The September 1987 revenue forecast used these estimates of c iga re tte 
consumption:

:i
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Taxable Cigarettes 
(M il l ions of Cigarettes)

FY 88 
1,145.5

FY 89 
1,109.1

FY 90 
1,090.9

General Fund revenues fo r 1988 should be approximately $6.3 m il l io n  
do lla rs w ith School Fund revenues of $2.9 m i l l io n .  For a package of 20 
cigarettes the 8 m il l rate trans la tes to $.16 per pack. The highest rate 
among other states 1s Washlngon w ith a tax of $.31 per pack. That rate 
would, 1n the absence of adjustments fo r higher, tax-induced declines 1n 
consumption, ra ise about $17.8 m il l io n  1n Alaska.

I t  1s useful to examine the e la s t ic i t y  Issue fo r the c igare tte tax. 
The general points made about e f f ic ien cy , equity and administrative costs 
p re tty  well cover the Issues usually raised 1n analyses of c igarette 
taxes.

Concerns w ith the health hazards of smoking have tended to decrease1 
c igare tte use over time. Figures fo r 1982 showed tha t the number of 
adult smokers na tiona lly had declined by 27 percent since 1965. In 
Alaska per capita sales peaked a t 165 packs per year 1n 1976, f e l l  during 
the post p ipe line period and rose again to 148 packs 1n 1982. Since tha t 
time consumption has fa l le n  to 113 packs, a decline of 24 percent 1n 5 
years.

Given the economic outlook, 1 t 1s un like ly tha t population w i l l  
Increase s ig n i f ic a n t ly  and the y ie ld of th is  tax could easily decrease.

Alcoholic Beverage Excise Tax

The September 1987 revenue forecast was based on these estimates of 
fu tu re sales fo r the three main beverage types:

Gallons of Alcoholic Beverages

FY 87 FY 88 FY 89
Current 

FY 90 Rate/Gal:

Liquor 1,180,760 1,151,708 1,116,689 1,109,093 $5.60

W1ne

Beer

1,566,417 1,542,921 1,527,492 1,512,217
13,369,525 12,968,439 12,709,070 12,581,980 35

Estimated
Present
Tax $12,600,000 $12,300,000 $12,000,000 $11,900,000
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* One approach taken by other states 1s to equalize the tax on a per 
ounce of alcohol basis. Consider these figu res based on average alcohol 
content by beverage type (1 gallon = 128 ounces):

Absolute 
Alcohol %

Ounces of 
Alcohol/qal.

Present Tax 
per ounce 
of Alcohol

Rate to 
Equalize Tax 
per ounce

Liquor 43.0 55.0 $.1018 $5.60
W1ne 14.0 17.9 .0475 1.82
Beer 4.5 5.76 .0607 .58

On th is  ounce of alcohol basis the present l iquo r tax 1s over twice 
as high as the tax on wine and 1s 1.67 times the tax on beer. I t  Is hard 
to ju s t i f y  the present s truc tu re i f  the goal of tax po licy 1s to reduce 
alcohol consumption.

Application of the "equalized" rates to FY 88 gallonages would 
produce revenues of $16.8 m il l io n , an Increase of about $4.5 m il l io n .
Keep in mind tha t actual revenues would be somewhat lower because of a 
decrease 1n consumption caused by higher prices fo r wine and beer.

The general arguments made on sumptuary taxes regarding e ff ic iency, 
equity and admin istra tive costs apply to the alcohol tax. The e la s t ic i t y  
Issue warrants separate analysis because of the e f fe c t of changing 
l i fe s ty le s  on liquo r consumption.

In FY 1987, under the present rate s truc tu re , over ha lf of alcohol 
tax revenues came from the tax on liquo r. The national trend has seen 
per capita consumption of l iquo r decline by 10 percent over the 5 year 
period beginning 1n 1980. This tendency, plus the stagnant outlook fo r 
Alaska's population suggests l i t t l e  i f  any growth 1n th is  source of 
revenue over the near fu ture.

I t  is also worthwhile to consider the p o l i t i c a l  and social concerns 
associated with taxes on alcohol. Taxes on alcohol have appeal for 
several reasons. The tax 1s widely used and has been used over long 
periods of time. The f i r s t  excise tax on l iquo r 1n Alaska was a 1933 
levy of 5 cents a gallon on beer and wine. Second, alcoholism is a .... 
severe problem 1n Alaska and there 1s some evidence tha t high taxes can 
discourage drinking by pa r t ic u la r groups such as young people. F ina l ly , 
there are obvious ex te rna l i t ie s  associated w ith alcohol consumption - 
broken homes, ch ild  abuse, and drunk d r iv in g . Public po licy aimed at 
reducing consumption would seem to have a strong ju s t i f i c a t io n .



Motor Fuel Taxes

Taxes 1n Alaska are levied on av ia t ion fue l (40 on gas, 2.50 on Jet) 
on marine fue l (50 on gas and diesel) and on highway fuel (80 on gas and 
diese l, 20 fo r  off-h1ghway uses).

Under the Alaska fuel tax system a number of fue l uses are exempt 
from tax. Sales to government agencies and sales o f home heating o i l  are 
two examples. Most such exemptions are made ou tr ig h t .  However, some 
fuel 1s I n i t i a l l y  taxed but because 1 t 1s u lt im a te ly  consumed 1n an 
exempt use the tax 1s f u l l y  refunded. In add it ion , fuel may I n i t i a l l y  be 
taxed at one rate but a refund or c red it subsequently granted because the 
fue l 1s consumed 1n a use which carries a lower tax. Highway gas, fo r 
Instance, can be used 1n an outboard motor. In th is  case the user can 
apply fo r a 3 cent per gallon refund, the d iffe rence between the highway 
and marine rates. I t  1s Important to understand the refund aspect of the 
fuel tax system as i t  has a great Influence on the revenue productiv ity 
of tha t system. Consider these figures by fuel category fo r FY 87:

The accompanying table makes a comparison between the nominal 
revenues fo r  those d is tr ib u t io n s  I n i t i a l l y  treated as taxable, the levels 
of refunds and cred its fo r each fuel type and f in a l l y  shows the net tax 
co llec ted. For Instance the figures fo r other diesel can be read as 
fo llows:

1. Out of 898,801,150 gallons d is tr ib u te d , 248,005,143 gallons were 
o r ig in a l ly  put In to the taxable category. The remainder went to 
uses exempt from the cax.

2. Subsequently an additiona l 11,635,603 gallons were exempted 
causing $930,848 to be refunded while 9,194,323 gallons were 
exempted y ie ld ing cred its on other fuel taxes owed of $735,546.

3. Substantial gallonage was consumed 1n uses carrying lower tax 
rates than the nominal 80 per gallon f igu re  fo r th is  category of 
fu e l .  Refunds of $1,780,831 and c red its  of $9,426,656 were 
created through th is use conversion.

4. Out of $19,840,411 1n revenues tha t would have accrued 1 f a l l  
taxable d is tr ibu t ions were subject to the 80 rate, $6,966,530 
was the ultimate tax.

The purpose of th is  I l lu s t r a t io n  1s not to pass judgment on the 
credit/refund system. To the extent tha t fue l taxes fo r some uses (e.g. 
highway gas) are viewed as Ind ire c t payments fo r the use of pub lic ly 
constructed f a c i l i t i e s  (e.g. streets and highways) then 1 t 1s reasonable
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m  CURULATIVE Bi/97 PERCENT

DCruUO RATE
USE CONVERSION RATE(SII

AVIATION
CAS

AVIATION
JET

NARINE
GAS

HPRIHE
DIESEL

OTHER
GAS

OTHER
DIESEL

TOTAL
OOLLARS

OF TOTAL 
DISTRIBUTION

GALLONS DOLLARS GALLONS DOLLARS GALLONS COLLARS GALLONS OOLLARS GALLONS COLLARS GALLONS DDLIARS

(TO OFIKNTI
0.04
0.02 (TO OFFHNYI

0.023
0.003 CR OFFHNTI

0.03
0.03 (TO OFFHNTI

0.03
0.03 (TO OFFHNTI 

(TO KARINE)
0.08
0.06 (TO OFFHNTI 
0.03 (TO KARINE) 

(TO JET)

0.00
0.06
0.03

0.055
TOTAL DISIRISUTION 10.173.019 4720.933 613,737,123 113,343,420 11,373,293 4378,663 173,573,739 40,670,688 277,001,693 410,160,135 800,801,150 471,904,092 115,391,961 100.001CltnRT 0ISIR1BUIIONS 708,133 120,323 292,306,132 47,307,633 231,391 417,370 79,924,742 43,996,337 19,669,241 41,373,539 650,796,007 457,063,681 64,907,105 56.311IA1AELE 0IS1R1EU1ICHS 17.US.AEI3 4890,627 321,430,993 10,033,773 11,321,902 4366,093 93,647,017 44,682,351 '207,332,452 416,586,596 240,005,143 419,8(0,411 50,409,856' 13.691SUlSEOUENT EJERPIIOHS

REFUNDS 103,3(0 47,334 109,739,971 42,743,499 3,791 4190 19,670,698 4983,933 741,323 459,306 31,633,603 4930,840 4,725,111 4.091CREOIIS 93,001 43.400 0 40 112 46 4,634 4233 5,733 4459 9,194,323 4735,546 739,643 0.641
AOJUSTEO TAIAELE 17,197,347 1607,894 211,691,022 13,292,276 11,317,999 4365,900 73,963,665 43,698,103 206,583,394 416,526,832 227,175,217 419,174,017 44,945,101 39.951USE CONVERSION

REFUNDS 30 41 0 <0 36,239 41,088 2,293,619 460,809 2,190,754 4127,636 30,347,749 41,780,031 1,978,365 1.711
CREOIIS 0 40 0 to 0 40 0 to 2,247,190 4129,037 157,110,930 49,426,656 9,556.493 9.281

NEI REVENUE 1697,893 43,792,276 4364,012 43,679,373 416,269,358 46,966,530 433,410,244 28.951NOIE:REFUNOS * CREDITS 410,733 42,743,499 41,283 41,032,976 4317,238 412,873,081 416,999,612 14.731
CHECK TOTAL 4607,093 43,292,276 1564,012 43,629,373 416,269,358 46,966.530 433.410,241
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tha t a consumer not pay fo r th is  bene fit when the fue l use 1s unrelated 
(e.g. running a chain saw). The I l lu s t r a t io n  does, however, show how 
Important refunds and cred its are to the to ta l fuel tax system. For 
Instance, 1 f to ta l d is tr ib u t io n s  of a l l  fuel types (1,942,860,838 
gallons) were the tax base, a tax rate of about 1.7 cents per gallon 
would ra ise revenues equivalent to the $32,200,000 raised 1n FY 87.

To summarize, discussions on ways to Increase fue l tax revenues need 
to be based on more than a simple adjustment of nominal rates. The 
system of refunds and cred its also needs to be considered.

E ffic iency and Equity

Fuel taxes are somewhat defensible on e ff ic iency grounds when viewed 
as Ind ire c t user charges paid to cover construction and maintenance of • 
pub lic ly  b u i l t  highways, a irpo r ts  and harbors. Generally these taxes are 
c r i t ic iz e d  on equity grounds.-

i

How the burden of motor fue l taxes 1s d is tr ib u ted  depends on what 
proportion of income 1s allocated to consumption of motor fuels at 
various income levels. Consequently, 1 f fuel taxes represent a larger 
portion of income fo r low Income groups then fo r high Income individuals
the tax would be regressive. Phares 1n his book Who Pays State and Local
Taxes finds the motor fuel tax to be qu ite regressive with average 
e ffec t ive tax rates of 2.25% fo r  the under $3,000 income class fa l l in g  to 
.45% for those classes w ith Incomes over $35,000.

To the extent tha t the fuel ta x ' Is  1n accord w ith benefits received 
the regressive nature of the tax 1s of less concern. However 1f the 
connection to benefits is unclear then the regressive Impact 1s Important 
p a r t ic u la r ly  given the necessity of the journey to work fo r low Income 
fam ilies.

E la s t ic i ty

A number of factors In addition to Income w i l l  Influence how revenues 
from fuel taxes w i l l  respond to fu ture changes 1n personal Income. This 
1s true na tiona lly  as well as 1n Alaska where the problem 1s complicated
by uncertain economic conditions.

I t  is Important to keep 1n mind tha t Alaska's motor fuel taxes are 
expressed 1n tax per un it terms rather than ad valorem or percentage o f 
value terms. The real tax per gallon 1s, as a consequence, declining 
over time. -The present 8ft per gallon tax on highway gasoline (other gas) 
was f i r s t  levied 1n 1970. At tha t time the Anchorage Consumer Price 
Index (CPI) was at 109.6. For 1986 the same Index had Increased to 
280.3. Expressed 1n 1970 do lla rs the real tax rate on gasoline 1n 1986

Vincent D. Wright
February 2, 1988
Page 7
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was s l ig h t ly  over 3* per ga llon. ' In fa irness 1 t needs to be pointed out 
that the refund fo r off-h1ghway use was set tha t same year at $.06 per 
gallon. I t  too has declined dramatica lly 1n real terms. At present the 
lowest tax fo r gasoline among the 50 states 1s $.07 (Missouri) while the 
highest 1s $.182 (Nebraska).

FISHERIES TAXES 
\
Fisheries Business Tax (AS 43.75)

The f ishe r ies business tax 1s based upon value to the fisherman by 
the types of processing operations and the types of f is h  processed. The 
tax was subs tan t ia l ly  Increased fo r a l l  processing types 1n 1979 with 
developing commercial f 1sh operations assessed a lower rate to spur 
development 1n .those species, and f lo a t in g  processors assessed the 
highest rate 1n hopes of encouraging permanent shorebased f a c i l i t i e s  and 
local employment. In 1986 a shorebased f ishe r ies  business tax c red it 
(Ch. 79, SLA 1986) on cap ita l expenditures was enacted to provide an 
Incentive fo r modernizing f a c i l i t i e s  and purchasing equipment fo r 
development of new f ishe r ies and f ishe ry products. Unfortunately tax 
credits usually do not generate the economic benefits as I n i t i a l l y  
Intended, bene flt t lng  the most would be those firms which are f in a n c ia l ly  
healthy and 1n f u l l  production. ...Those firms which are f in a n c ia l ly
dlstraught-and producing l i t t l e  or not at a l l  would receive l i t t l e  or no
benefit from tax c red its . Furthermore, the cred its were not specific in 
terms of what types of capita l expenditures would be allowable as a 
c red it nor was there any provision 1n the b i l l  which would provide 
developing species any tax Incentive over other species. The present tax 
c red it w i l l  be 1n e ffe c t through tax year 1991 and has currently compiled 
over $50 m il l io n  in approved c red its . I t  should be noted that
mun ic ipa lit ies w i l l  not be affected by the loss 1n shared revenue since
revenue sharing w i l l  be calculated on to ta l co llec t ions p r io r to 
cred its . However, i f  mun ic ipa lit ies want to fu r th e r encourage local 
development/capital expenditures the munic ipa lity may adopt an ordinance 
d irec ting the Department of Revenue to forego the mun ic ipa lity 's shared 
f isheries business tax refund and thus Increase the amount of the c red it .

Another related topic concerning the f ishe r ies business tax regards 
the exporting of fishery resources outside of the State 's taxing 
ju r is d ic t io n  and not f i l i n g  an Alaska Fisheries Business Tax return. 
Although some t ra d i t io n a l leakages have been closed during the past few 
years, there s t i l l  exists a portion of the resources I l le g a l ly  avoiding 
•the tax Incidence. The Legislature stated 1n the FY 1988 operating 
appropriations b i l l  tha t the f ishe r ies business tax should be audited 1n 
a more "aggressive manner." Consequently, the Department has In it ia ted,.a 
compliance program fo r f 1sh processors. There are no means possible to 
accurately pred ic t the amount of leakage; however, past Instances which 
have been documented or have come to l ig h t  Ind icate amounts are being



I l le g a l ly  shipped out of s ta te . Based on these past events, 1 t 1s 
estimated tha t the fo llow ing add it iona l revenues could be generated by 
reducing th is  leakage:

FY 89 FY 90 FY 91

Reducing Leakage of Fisheries
Business Tax (M illions of Dollars) 1.0 1.0 1.0

Vincent D. Wright
February 2, 1988
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Alaska Seafood Marketing Assessment (AS 16.51)
* The Alaska Seafood Marketing Assessment 1s levied upon e l ig ib le  

seafood processors at a current elected rate of 0.3% of value. Although 
the assessment 1s collected as a gross receipts tax, 1 t 1s essen tia lly a 
charge fo r a governmental service, 1n th is  case, the marketing of Alaskan 
seafood products. Recently the rate was Increased by 1 m il l when seafood 
processors elected to -hike the assessment, re troac tive  to January 1,
1987. This e lection was prompted when the Legislature (Ch. 129, SLA 1986 
and Ch. 95, SLA 1987) made a portion ($600,000) of the Alaska Seafood 
Marketing In s t i tu te 's  (ASMI) FY 88 general fund budget conditioned upon 
passage of the assessment Increase. The Leg is la tive In tent was, to 
"Increase program receipts in order to o f fse t declines 1n availab le 
general funds fo r  FY88." The market assessment funds s l ig h t ly  over 
one-half o f ASMI's FY 88 revised budget ($3.7 m i l l io n ) , thus 
necessitating a General Fund subsidy to cover the d iffe rence . I f  th is 
subsidy was not appropriated each year, the State would realize 
approximately $1.6 m il l io n  annually 1n General Fund revenues. Although 
by e lim ina ting th is  source of funding, the Industry would have to e lect 
to e ither keep the current assessment rate with a lowered budget or vote 
to Increase the assessment to a sta tu to ry maximum rate of 0.4% (as 
provided 1n AS 16.51.120(E)) 1n order to o f fse t approximately $600,000 of 
the subsidy. On the other hand i f  the current ASMI budget level 1s 
desired, the maximum rate w i l l  need to be le g is la t iv e ly  amended. 
Accordingly, 1 t would be market forces and Industry monitoring which 
would determine the most e f f ic ie n t  funding level fo r ASMI rather than the 
p o l i t ic a l budget process.

FY 89 FY 90 FY 91

Elim inating the Seafood Marketing
Subsidy (M illions of Dollars) 1.6 1.6 1 . 6



Salmon Enhancement Tax (AS 43.761'

Limited entry holders w ith in  qua li f ied  regional aquaculture 
associations e lect a levied tax rate of e ithe r 2% or 3% of value of 
salmon. Essentia l ly the State performs co l le c t ion  and regulatory 
functions fo r the current four non-p ro fit qua li f ie d  associations and 
retains none of the tax receipts fo r these services. .However, the State 
does co l le c t penalty and In te re s t on the tax returns which o ffse t the 
current adm in is tra tive costs. Therefore, there are no current reasonable 
means to generate additional revenues to the State from th is  tax source.

In summary, the to ta l add itiona l estimated revenue generated by 
reducing the leakage, and e lim ina ting the subsidy would amount to the 
fo llow ing:

FY 89 FY 90 FY 91
Total F1sh Taxes
(M illions of Dollars) 2.6 2.6 2.6

Vincent D. Wright
February 2, 1988
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The f is he r ie s  business tax is  cu rren t ly  Inequitable since the 
assessed tax rates d i f f e r  due to  the method of processing (canned, 
shorebased, and f loa ting) and the types of species (developing versus 
t ra d i t io n a l) .  As a re su l t , there 1s no horizonta l equity or neu tra l i ty  
due to th is  rate d i f fe re n t ia t io n .  I t  should be noted that tax 
s truc tur ing by the type of processing 1s unique to Alaska. The f ishe r ies 
business tax 1s levied on a commodity which to a high degree is exported 
outside the state thus passing part of the tax incidence onto the 
eventual consumer. On the other hand, both the enhancement and marketing 
tax are elected assessments by those taxpayers who d i re c t ly  benefit from 
the services provided, and are thus f a i r l y  equitable in scope. I t  should 
be noted tha t although sport fishermen w i l l  benefit from the stock 
enhancement and conservation program, they w i l l  not be assessed the tax.

Since the f ishe r ies taxes d i re c t ly  depend upon the fisheries 
resources, there w i l l  l i k e ly  be periods, due to f lu c tua t in g  market prices 
and/or catch production, of revenue uncerta in ty . ■This can create' .... 
considerable problems fo r not only the State but fo r local mun ic ipa lit ies 
which may depend heavily upon the shared revenues, as well as, play havoc 
with the budgets of ASMI and the regional aquaculture associations. 
However, th is  responsiveness of tax changes to market conditions, or 
e la s t ic i t y ,  can work both ways, being undesirable during poor market 
conditions but being advantageous during good market conditions and 
during periods of In f la t io n  when the State would be able to receive the 
same real purchasing power from f 1sh revenues w ithout having to Increase 
rates. Therefore, the f ishe r ies 'taxes are somewhat unre liab le due to 
.their Inconsistent revenue flow.
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In terms of administrative e f f ic ien cy , the f ishe r ie s  tax changes 
would be minimal. There would be no cost Involved adm in is tra tive ly 1n 
e lim inating the subsidy to ASMI since a l l  regulatory and compliance areas 
are already operational. The subsidy e lim ina tion would Involve no cost 
except omission from the appropriations b i l l .  Although there may be a 
s l ig h t Increase 1n governmental costs due to add it iona l compliance 
requirements, 1n terms of reducing the leakage, to ta l State 
adm in is tra tive costs would be minimal especia lly given the expected y ie ld .

P o l i t i c a l ly ,  the fe a s ib i l i t y  of enacting the above changes to the 
f isheries taxes would appear ju s t i f i a b le  based on the current f inanc ia l 
condition of the state. By e lim ina ting ASMI's subsidy, seafood 
processors would I n i t i a l l y  lose some product marketing, however, th is  
could be overcome 1f the Industry deemed 1 t necessary. F ina lly , by 
reducing the leakage, 1 t would require tha t a l l  taxpayers would each pay 
th e ir  f a i r  share of the tax burden.

Licenses and Permits

Licenses and permits, Including corporation/occupational licensing 
fees (AS 02.05, AS 08.01.99, AS 10.05.35, AS 21.06.90), motor vehicle 
fees and permits (AS 05.30, AS 28.10.15, AS 42.10), a lcoho lic beverage
licenses (AS 04.10), amusement and gaming fees (AS 43.35) and f ish ing and
hunting licenses (AS 16.05 and AS 16.43), could be Increased. I f  a l l  the
licenses and permits were allowed to Increase w ith In f la t io n ,  the
following additional General Fund and Fish and Game Fund amounts would be 
realized:

FY 89 FY 90 FY 91

Licenses & Permits 
(M il l ions of Dollars) 1.8 3.9 6.1

Regulatory licenses and permits are not generally Included 1n a tax 
study since they are not Imposed fo r the purpose of ra is ing revenue due 
to being In s u f f ic ie n t revenue generators. On the other hand, license and 
permit charges by the State should be s u f f ic ie n t to recover the d i re c t ,  
costs of adm in is tra ting and po lic ing the regulatory a c t iv i t ie s .  Further, 
a l l  costs should be considered, not merely those d i re c t ly  Incurred by 
government 1n the production of the service . Regulatory charges 
p a r t ia l ly  defray those Ind ire c t costs to society, such as, 1n the case of 
motor vehicle licenses, the costs of highway construction and maintenance 
and, 1n the case of a lcoholic beverage licenses, the costs a r is ing out of 
excessive use of alcohol.



In terms of equity, license and permit charges are not mandatory use 
taxes, but are dictated by the p r in c ip le  that persons pay fo r what they 
get. Thus, a person can be excluded from the benefits of the service 1 f 
he does not wish to pay fo r 1 t . Although license and permit charges by 
the state do not usually resu lt 1n Inequ it ies to lower Income groups, 
equity standards require tha t these lower Income groups be assured of 
obtaining and a fford ing these services .

The use of charges where possible Instead of financing by taxation Is 
regarded as ju s t i f ia b le  when demand fo r  the services has some e la s t ic i t y ,  
thus an Increase 1n the number of hunting and f ish ing  fees aids resource 
a lloca tion and lessens waste. However, even 1 f services have an 
Ine las tic demand, charges may be warranted by the fac t that persons or 
businesses subject to the provisions generally receive benefits from the 
State of comparable value.

The use of regulatory charges appears to have less adverse e ffec t 
upon behavior than taxes (which are mandatory 1n nature) and therefore 
may appear more palatable p o l i t i c a l l y .  Many licenses and permits for 
Alaska are e ither already under review or have been recently Increased.
In an attempt to equalize the operating budget w ith revenue, the 
occupational licensing fee s tructure was revised (Ch. 26 & 37, SLA 1985) 
to provide the additional required revenue. Both a lcoho lic beverage 
licenses and amusement and gaming fees could be s l ig h t ly  Increased to be 
more 1n l in e  with other states. The current motor vehicle fees are more 
than comparable with other states with the enactment of Ch. 60, SLA 1986 
which Increased d r ive r licensing fees and vehicle reg is tra t ion  fees 
e ffec tive September 1, 1986. Non-resident f ish ing and hunting licenses 
were Increased during the past three years, however, resident fees have 
not increased since 1977. F ina l ly , Ch. 89, SLA 1987 recently provided 
the levying of fees fo r  the use of state park f a c i l i t i e s  and fo r related 
concession contracts. I f  add it iona l revenue must be generated by 
subs titu t ing regulatory charges fo r taxes, then the administrative'and 
regulatory costs should be balanced against the charges to determine the 
d e s i ra b i l i t y  of Imposing them.

Vincent D. Wright
February 2, 1988
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M E M O R A N D U M  J a n u a r y  22, 1988

SUBJECT: Sectional analysis, W.O. 5-1622B:
Rebates of m ot or  fuel taxes for fuel used in 
certain wa t er c r a f t

TO: Senator Fred Zharoff
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FROM: Jac k  Chenoweth' .
Le gislative  ^pun^sel

This bill proposes to authorize rebates or refunds of motor 
fuel taxes w h e n  the fuel is u s e d  or consumed in the opera­
tion of w a t e r c r a f t  outside the state.

Bill section 1 adds a n e w  section, A S  43.40.033, authorizing 
the re fund of w at er c r a f t  mo to r fuel taxes, and directing the 
Department of Revenue to adopt n e c e s s a r y  regulations and to 
prescribe forms to assure p r op e r ope ra ti on  of the refund 
program.

Bill section 2 amends an ex is ti ng  section, AS 43.40.050(b), 
limiting to one year the filing p e ri od  for r efund claims for 
watercraft mo t or  fuel taxes; the one year limitation is cur­
rently applicable to the d ep artment's other refund and 
credit p r o g r a m s .

Section 5 gives the A ct a July 1, 1988 effective date. By 
section 3 , the w at er c r a f t  m o t o r  fuel rebate program, estab- 
lished by this Act, is ma de  a pp li c ab le  to m ot or  fuel sold 
and delivered in the state, and u s e d  and consumed in 
watercraft outside the state after June 30, 1988.

As I understand, b e t w e e n  1985 a n d  March, 1987, the D e pa r t­
ment of Revenue ma de  refunds of w a t e r c r a f t  m o to r fuels 
(within the limits of and  in a m a n n e r  substantially similar 
to what is b e in g p r o p o s e d  in this b i l l ) . The department 
stopped that p r o g r a m  appar en t ly  after it was advised by the 
Department of L a w  that there w as no legal basis for the 
refund program.



Bill section 4 , in a sense, "ratifies" those payments that 
were apparently m a d e  in error by declaring that the attorney 
general and the D epartment of Revenue m a y  not recover these 
refunds. The p ro vision is drafted in a m a n n e r  that 
recognizes the payments that have alr ea dy  b ee n made; it does 
not authorize .any additional refunds to persons who might 
have applied un de r that defunct program.
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R E C E I V E D  
ALASKA DEpStt*£NT Or REVENUE

DRAFT POSITION PAPER DEC 151387

RE: State of Alaska Marine Fuel Tax Rebates QF=ICE 0^ Vrlff Cr’,,V.°c!0F;En

I. HISTORICAL BACKGROUND

In 1985 the Alaska Department of Revenue (DOR) instituted a rebate 

program for taxes paid on marine fuel purchased from shoreside fuel faci­

lities in Alaska but consumed in waters beyond the State of Alaska three- 

mile territorial limit. By filing appropriate documents with DOR a con­

sumer would receive a * pro-rated rebate of the $0.05 (five cent) per gallon 

tax. In other words the consumer paid the tax at the time of purchase but 

the tax was later refunded on that portion of the fuel estimated to be 

consumed beyond State of Alaska jurisdiction. In establishing the rebate 

procedure the state adopted the position that where the fuel was consumed 

took precedence over where the fuel was purchased.

Another pertinent provision of Alaska law provides an exemption from 

the marine fuel tax at the time of purchase. This exemption applies to marine 

fuel sold in Alaska and transported as "cargo out of the state into internat­

ional waters if the fuel is sold or otherwise transferred to watercraft which 

operate exclusively in international waters and which do not enter state 

territorial waters, ports or facilities". This exemption allows high seas 

bunkering suppliers, which primarily are foreign flag tankers, to purchase 

marine fuel tax-free and refuel the fishing and processing fleet as long 

as the consuming vessels do not enter state waters.

Functioning together, the rebate procedure and the tax exemption for 

high seas bunkering activities created a tax structure whereby American 

based fisherman and fuel suppliers were treated on the same basis as high seas 

bunkering operators.

In April 1987 an internal assessment by DOR resulted in first a tempor­

ary suspension which in September 1987 became permanent after the Attorney
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General reviewed the legality of the rebate program. In essence the Attor­

ney General confirmed DOR lacked the statutory authority to rebate marine 

fuel taxes. Without the rebate program significant economic inequities 

resurfaced which penalized the shore-based fuel supplier and American flag 

vessels either operating in or re-entering state waters.

II. THE PROBLEM 's

Fundamentally, Alaska now has a marine fuel tax structure which tends 

to discourage the high-seas fleet from entering Alaska waters and simultane­

ously increases the operating expenses of the Alaskan based fishing oper­

ators to a level above their foreign competitors. Additionally, there is 

substantial basis for asserting that the tax generates an economic disincen­

tive to establish shore-based fishing operations in Alaska. In essence 

this particular tax discourages the high seas fleet operators from calling 

on Alaska ports as they then lose the tax exempt status on fuel purchased 

beyond the three-mile limit. The net effect is that Alaskan ports and the 

Alaskan economy lose the benefits generated through the harvestation of our 

fish resources. These benefits include food purchases, crew changes, port 

berthing fees, tug assists, pilotage, repairs, maintenance supplies, per­

sonal purchases and in general all of thp expenses vessels incur when call­

ing on one of our coastal communities.

III. DISCUSSION

While Alaska continues to be in the throes of a devastating recesssion 

there is a bright light on our economic horizon. The shining star is the 

most traditional of Alaska's basic resources, commercial fishing, and speci­

fically the bottom and intermediate trawl fishery. There is a consensus 

among those knowledgeable of the industry that if this resource is properly 

managed and regulated to the best interests of Americans this fishery will 

become the very mainstay of the seafood industry.



The Cowper Administration is undertaking an enormous effort to Alaskan- 

ize the bottom fish industry. The Governor has appointed a fisheries mini­

cabinet to draft a fisheries policy which consists of goals and strategies 

for developing Alaska's seafood industry. One of the specific charges to

this group is to examine and identify tax impediments to attracting shore-
S  \

side processing. Unquestionably, the suspension of the rebate program has 

* created an impediment and accordingly appears to be inconsistent with the 

Cowper Administrations commitment to the industry.

The North Pacific Fisheries Management Council is gradually phasing in a 

larger percentage of their recommended guide line harvest allocations to 

American fishing and processing firms. Organized groups such as the South­

west Municipal Conference are working diligently to encourage more shore 

based participation so Alaska can share in the economic benefits derived 

from the fish resources within our 200-mile Exclusive Economic Zone (EEZ).

The domestic fishing industry has been, historically, under capitalized 

and, of consequence, the additional fuel cost generated by the marine fuel tax 

may be a determining factor in decisions such as shore based plants vs 

floater and whether or not to base, re-supply and even repair vessels in 

Alaska. For example, the total amount of fuel consumed in U.S. waters by 

foreign flag vessels is estimated to be 160 million gallons annually. Pur­

chases of i.uel by these vessels operating within our waters from shore side 

fuel suppliers is estimated to be less than 10% or 16 million gallons. At

sea refueling is a common practice not only for foreign flag vessels but

also for American joint venture trawlers.

IV. POSSIBLE SOLUTIONS

There are two obvious solutions to the problem.

One is to repeal the exemption on fuel purchased in Alaska and con­

sumed exclusively in international waters. This policy would subject all

Page Three



purchases of fuel in Alaska to the fuel tax and place the domestic based 

fishing vessels and the high seas bunkering operator on equal terms. Under 

the aforementioned situation we are assuming the high seas foreign flag 

refueler purchased fuel from sn Alaskan based supplier rather than importing 

the fuel from a foreign country or transporting the fuel from another state. 

In reality, this approach would accomplish very little in terms of encour­

aging either the domestic or foreign consumer to utilize shoreside fuel sup­

pliers.

The second option is to simply reinstate the rebate program. This 

procedure requires the legislature to enact a statute specifically authoriz­

ing DOR to implement a rebate system. Based on reasonable assumptions this 

approach would result in approximatley 1.5 to 2 million dollars less revenue 

to the state treasury. The potential loss in revenue is a bonafide concern, 

however, this loss may well be more than offset by increased economic bene­

fits associated with attracting the fishing industry shoreside.

The latter approach is consistent with the efforts of the Cowper Admini­

stration, North Pacific Fisheries Management Council, Southwest Municipal 

Conference and Alaska businesses all of who are attempting to create a posi­

tive business environment in Alaska.
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WHY THE REBATE PROGRAM MAKES SENSE 

IS GOOD PUBLIC POLICY AND SHOULD BE REINSTATED.
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THE REBATE PROGRAM REMOVES A  SIGNIFICANT COMPETITIVE 

DISADVANTAGE EXPERIENCED BY ALASKA FISHERMEN AND 

FISHERMEN DOING BUSINESS WITH ALASKA SHORE-SIDE

SUPPLIERS.

A. HIGH SEAS FUEL SUPPLIERS ARE NOT SUBJECT TO THE 

TAX...ONLY ALASKA-BASED FISHLRMEN AND USERS OF 

ALASKA SUPPLIERS PAY THE TAX, WHICH TENDS TO 

INCREASE THEIR EXPENSES COMPARED TO EXCLUSIVELY HIGH 

SEAS FISHING ENTERPRISES.

II. BECAUSE THE REBATE PROGRAM TENDS TO EQUALIZE THE COSTS OF AT 

SEA FUEL WITH SHORE-SIDE FUEL, IT REMOVES A  DISINCENTIVE 

FOR DOING BUSINESS WITH A L ASKA SHORE-SIDE SUPPLIERS OF 

FUEL, SHIP REPAIRS, PROCESSING, TRANSPORTATION, AND COLD 
STORAGE (SEE SJR 51).

A. LOWER SHORE-SIDE FUEL COSTS RESULTING FROM REBATES 

MAY CREATE GREATER OPPORTUNITIES FOR ALASKA 

BUSINESSES, EMPLOYMENT, IMPROVED INFRASTRUCTURE AND 

COMMUNITY TAX REVENUES.

III. PASSAGE OF SB366 AND HB401 SHOULD NOT BE CONSIDERED AS 

"SPECIAL INTEREST LEGISLATION". ALL END-USE CONSUMERS 

AND SHORESIDE FUEL DISTRIBUTORS WILL BENEFIT ALONG WITH 

THE STATE BY VIRTUE OF ATTRACTING SIGNIFICANTLY MORE FISH 

PROCESSING AND RAW FISH LANDING ACTIVITY TO SHORE WHICH, 

IN TURN, WILL ENHANCE SERVICE AND SUPPLY BUSINESSES. IF 

A  REVENUE LOSS SITUATION DID NOT EXIST THE REBATE PROGRAM

BILL WOULD ESSENTIALLY BE NON-ISSUE LEGISLATION.

IV. THE REBATE PROGRAM MAY HELP MAKE ALASKA PROCESSED FISH 

PRODUCTS MORE COMPETITIVE BY REMOVING AN EXPENSE WHICH 

HIGH SEAS OPERATORS DO NOT NECESSARILY INCUR.

V. THE REBATE PROGRAM SHOULD HELP ENCOURAGE DEVELOPMENT OF AN 

ALASKA-BASED CATCHER-PROCESSOR FLEET AND CAPTURE A  LARGER 

PORTION OF THE OFF-SHORE RESOURCE.

A. BRINGING THE ON-SHORE FUEL COSTS INTO A  BETTER 

COMPETITIVE POSITION WITH HIGH SEAS COSTS WILL HELP

A Pioneer Alaskan Company Specializing in Pet' oleum Marketing to the Marine Incustry.



ALASKA COMMUNITIES SECURE HOME-PORTING OF CATCH-
PROCESSORS. (FOR EXAMPLE, THE CITY OF HOMER'S EFFORTS TO
SECURE HOME-PORTING OF "OCEAN TRAWL" VESSELS.)

THE REBATE PROGRAM IS CONSISTENT WITH THE GOALS OF THE

COWPER ADMINISTRATION, THE ALASKA LEGISLATURE, THE

FISHING INDUSTRY, THE ALASKA BUSINESS COMMUNITY, AND
MUNICIPAL GOVERNMENTS.

A. GOVERNOR COWPER HAS APPOINTED A  FISHERIES MINI­

CABINET TO FORMULATE A  FISHERIES DEVELOPMENT POLICYt 
DESIGNED TO MAXIMIZE ALASKA OWNERSHIP AND EMPLOYMENT 

IN THE SEAFOOD INDUSTRY AND TO PROMOTE SUPPORT 

SERVICE DEVELOPMENT IN ALASKA COMMUNITIES. IMPORTANT 

ASPECTS OF THIS UNDERTAKING INCLUDE IDENTIFICATION 

OF CONSTRAINTS TO SHORE-SIDE INFRASTRUCTURE
DEVELOPMENT AND POTENTIAL METHODS TO MITIGATE THE 

NEGATIVE ASPECTS OF STATE AND LOCAL TAX POLICY. THE 

REBATE PROGRAM IS CONSISTENT WITH THESE OBJECTIVES.

B. THE LEGISLATURE'S STATED POLICY IS SIMILAR IF NOT
IDENTICAL TO THE EXECUTIVE BRANCH. IN 1987, THE 

LEGISLATURE PASSED A  FISHERIES BUSINESS TAX CREDIT 

PROGRAM DESIGNED TO FACILITATE GREATER ON-SHORE 

PROCESSING CAPACITY. CURRENTLY PENDING BEFORE THE 

LEGISLATURE ARE SJR 51 AND HJR 45, WHICH ARE 

IMPORTANT POLICY STATEMENTS RELATIVE TO INCREASING 

ALASKA'S PARTICIPATION IN THE ECONOMIC BENEFITS OF 

OFF-SHORE FISHING ACTIVITIES.

C. THE NORTH PACIFIC FISHERIES MANAGEMENT COUNCIL IS

REVIEWING A RECENT PROPOSAL, SPONSORED BY THE 

SOUTHWEST MUNICIPAL CONFERENCE, TO REQUIRE USE OF 

SHORE-SIDE FUEL SUPPLIERS, PROCESSORS,

TRANSPORTATION COMPANIES AND THE LIKE.

D. THE REBATE PROGRAM COMPLIMENTS ALL OF THESE EFFORTS

AND SHOULD BE REINSTATED IN LAW.

FOOTNOTES;

1. IN 1986, 500 FOREIGN FLAG VESSELS SPENT 34,000

VESSEL DAYS IN U.S. EEZ, BUT USED ONLY MARGINAL 

AMOUNTS OF U.S. SHIPPING CAPACITY AND OTHER SUPPORT 

SERVICES (SJR 51 AND HJR 45.)

2. THE AMOUNT OF BULK FUEL CONSUMED IN U.S. EEZ BY

FOREIGN FLEETS IS ESTIMATED TO EXCEED 160 MILLION 

GALLONS ANNUALLY. PURCHASES OF FUEL BY FOREIGN 

VESSELS FROM U.S. FIRMS IS ESTIMATED TO BE LESS THAN 

10 PERCENT OF THE FUEL CONSUMED. AT-SEA REFUELING 

IS A COMMON PRACTICE NOT ONLY FOR FOREIGN OPERATORS 

BUT FOR U.S. JOINT VENTURE TRAWLERS (SOUTHWEST



THE ALASKA DEPARTMENT OF COMMERCE AND ECONOMIC 

DEVELOPMENT, DIVISION OF BUSINESS DEVELOPMENT, 
RECENTLY PUBLISHED A  STUDY OF BERING SEA SUPPORT 
SERVICES FOR 1985. IT REACHED THE FOLLOWING •̂•eeNCLUsioNS.
A. "THE MOST IMPORTANT REASONS FOR CHOICE OF PORT 

ARE, IN ORDER, FUEL, VESSEL MAINTENANCE AND REPAIR 
FACILITIES."

B. "PORTS INTERESTED IN ATTRACTING THESE SHIPS MUST 

HAVE SUBSTANTIAL FUEL AVAILABLE AND REPAIR 
FACILITIES, AS WELL."

C. "OWNERS TEND TO COMPARE AT-SEA FUEL PRICES WITH 
THOSE IN DUTCH HARBOR."

MUNICIPAL CONFERENCE PROPOSAL TO NPFMC).
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B Y  CATO, NAVARRE
1 IN THE HOUSE A N D  SWACKHAMMER

2 HOUSE BILL NO. 401

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

5 A  BILL

6 For an Act entitled: "An Act establishing rebates for motor fuel taxes for

7 fuel used  in watercraft outside the state; and limit-

8 ing the authority of the attorney general and the

9 Department of Revenue to recover refunds paid before

10 the effective date of this Act; and providing for an

11 effective date."

12 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

13 * Section 1. AS 43.40 is amended by adding a n e w  section to read:

14 Sec. 43.40.033. REFUND OF TAX PAID ON FUEL USED IN O R  ON WATER-

15 CRAFT OUTSIDE THE STATE. (a) A  p u r ch ase r of motor fuel sold and

16 delivered in the state on w h i c h  the tax levied by AS 43.40.010(a)(2)

17 has b ee n  paid is entitled to a refund of the tax paid on all fuel used

18 or consumed in the operation of watercraft outside the state.

19 (b) The department shall adopt the necessary regulations to

20 implement this section and prescribe the appropriate forms for a

21 purchaser to use to ensure that the m o tor  fuel was used or consumed in

22 the operation of watercraft outside the state.

23 * Sec. 2. AS 43.40.050(b) is amended to read:

24 (b) A person entitled to a [CLAIM FOR] refund under AS 43.40.-

25 030 - 43.40.035 must file a claim for the refund [AS 43.40.030 OR

26 43.40.035 SHALL BE FILED] wit h i n  one year from the date of the pur-

27 chase of the motor fuel as indicated on the invoice, and failure to

28 file with in  the one-year period is a wai ve r of the right to the re-

29 fund. A  claim is considered to be filed whe n the claim is mailed or
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1 personally presented to an office of the department.

2 * Sec. 3. The provisions of AS 43.40.033, added by sec. 1 of this Act,

3 apply to motor fuel sold and delivered ir> the state and used or consumed in

4 the operation of watercraft outside the state after June 30, 198 8r

5 * Sec. 4. Notwithstanding A S  37.10.Q90, the attorney general and the

6 Department of Revenue may not recover from the pu rchaser of motor fuel sold

7 and delivered in the state a refund of the m o to r fuel tax paid to the

8 purchaser under AS 43.40.010(a)(2) before July 1, 1988, for motor fuel that

9 was used or consumed in the operation of watercraft outside the state.

10 * Sec. 5. This Act takes effect July 1, 1988.
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